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$&&25'� �� WKH�$XVWUDOLDQ�&HQWUH� IRU�&R�RSHUDWLYH�5HVHDUFK� DQG�'HYHORSPHQW� �� KDV� EHHQHVWDEOLVKHG�E\�RXU� WZR�XQLYHUVLWLHV�DQG� WKH�1HZ�6RXWK�:DOHV�'HSDUWPHQW�RI�)DLU�7UDGH� WRIRFXV�UHVHDUFK�RQ�$XVWUDOLD¶V�FR�RSHUDWLYH�DQG�PXWXDO�RUJDQLVDWLRQV�&R�RSHUDWLYHV� DQG� RWKHU� FROOHFWLYH� DFWLRQ� RUJDQLVDWLRQV� KDYH� FRQWULEXWHG� JUHDWO\� WR$XVWUDOLD¶V� GHYHORSPHQW�� ,QWHUQDWLRQDOO\�� FR�RSHUDWLYHV� DQG� VLPLODU� RUJDQLVDWLRQV� DUHH[SHULHQFLQJ�UHQHZDO��%\�FRQWUDVW�� LQ�$XVWUDOLD�WKH�GHVLUH�DQG� WKH�FDSDFLW\� IRU�FR�RSHUDWLRQDSSHDUV�WR�EH�GLPLQLVKLQJ�7KLV� SURMHFW� EULQJV� WRJHWKHU� WZR� RI� $&&25'¶V� PDLQ� LQWHUHVWV�� $&&25'� LV� LQWHUHVWHG� LQDWWHPSWV� WR� H[SDQG� WKH� PHPEHUVKLS� RI� FR�RSHUDWLYHV� DQG� RWKHU� PXWXDO� DVVRFLDWLRQV�&UHGLW&DUH� ZDV� RQH� VXFK� DWWHPSW�� $&&25'� LV� DOVR� GHHSO\� LQWHUHVWHG� LQ� WKH� UROH� WKDW� FR�RSHUDWLYHV� DQG� PXWXDOV� FDQ� SOD\� LQ� UHYLWDOLVLQJ� UXUDO� FRPPXQLWLHV� GHYDVWDWHG� E\� WKHZLWKGUDZDO� RI� JRYHUQPHQW� DQG� EXVLQHVV� VHUYLFHV� DQG� ORVV� RI� SRSXODWLRQ�� &UHGLW&DUH� ZDVGHVLJQHG�WR�DGGUHVV�WKDW�YHU\�LVVXH�&UHGLW&DUH� ZDV� D� SURJUDP� LQLWLDWHG� E\� WKH� FUHGLW� XQLRQ� PRYHPHQW� DQG� VXSSRUWHG� E\� WKH&RPPRQZHDOWK�*RYHUQPHQW�WR�DGGUHVV� WKH�SUREOHPV�FDXVHG� WR�PDQ\� UXUDO�FRPPXQLWLHV�E\WKH� ZLWKGUDZDO� RI� EDQN� EUDQFKHV�� ,W� RSHUDWHG� E\� HPSOR\LQJ� ILHOG� VWDII� WR� HQFRXUDJHFRPPXQLWLHV� DIIHFWHG� E\� EDQN� EUDQFK� FORVXUHV� WR� IRUP� D� FUHGLW� XQLRQ� EUDQFK�� ,W� RSHUDWHGPDLQO\� LQ�WKH�HDVWHUQ�VWDWHV�RI�PDLQODQG�$XVWUDOLD�EHWZHHQ������DQG�������&UHGLW&DUH�ILHOGVWDII�KHOSHG�QHDUO\�VL[W\�FRPPXQLWLHV�FUHDWH� ILQDQFLDO�DQG�RWKHU�VHUYLFH� LQVWLWXWLRQV�VHUYLQJDSSUR[LPDWHO\� ������� SHRSOH�� ,W� HQGHG� EHFDXVH� RI� FHUWDLQ� LQVWLWXWLRQDO� FRQVWUDLQWV� DQGEHFDXVH�LW�ZDV�QRW�DEOH�WR�UHSODFH�DOO�WKH�VHUYLFHV�QHHGHG�E\�PDQ\�VPDOO�FRPPXQLWLHV�)RU�WKH�&RPPRQZHDOWK�*RYHUQPHQW��LQ�������WKH�5XUDO�7UDQVDFWLRQ�&HQWUH��57&��SURJUDPVXSHUVHGHG�&UHGLW&DUH��7KH�57&� SURJUDP�ZDV� EDVHG� RQ�PRGHOV� GHYHORSHG� E\�&UHGLW&DUH�HVSHFLDOO\� LQ� 4XHHQVODQG�� PRGHOV� GHVLJQHG� WR� SURYLGH� PRUH� WKDQ� VLPSO\� D� FUHGLW� XQLRQEUDQFK��%XW��XS�WR�QRZ��WKH�SURJUDP�KDV�QRW�EHHQ�DV�VXFFHVVIXO�DV�&UHGLW&DUH��7KLV�PD\�EHEHFDXVH��XQWLO�UHFHQWO\��LW�GLG�QRW� XWLOLVH�WKH�ILHOG�VWDII�EDVHG�GHYHORSPHQW�PHWKRGRORJ\�XVHGE\�&UHGLW&DUH�$&&25'� EHOLHYHV� WKDW� WKH� &UHGLW&DUH� H[SHULHQFH� ZDV� D� SDUWLFXODUO\� LPSRUWDQW� RQH� DQGGHVHUYLQJ�RI�FORVH�VWXG\�EHIRUH� LW� IDGHG�IURP�PHPRU\��$&&25'�LV�IRUWXQDWH� WR�KDYH�EHHQDEOH�WR�JDLQ�DFFHVV�WR�&UHGLW&DUH�GRFXPHQWV�KHOG�E\�WKH�&UHGLW�8QLRQ�6HUYLFHV�&RUSRUDWLRQ�&86&$/���,W�LV�JUDWHIXO�WR�IRUPHU�&UHGLW&DUH�VWDII�IRU�VKDULQJ�WKHLU�H[SHULHQFHV�ZLWK�XV��:HDOVR� WKDQN� &RPPRQZHDOWK� *RYHUQPHQW� VWDII� DVVRFLDWHG� ZLWK� WKH� SURMHFW� IRU� VKDULQJ� WKHLUUHFROOHFWLRQV�ZLWK�XV��0RVW�RI�DOO�$&&25'�ZDV�IRUWXQDWH� WR�EH�DEOH� WR�HPSOR\�RQH�RI�RXUDVVRFLDWHV��'U�*DU\�/HZLV�� WR�XQGHUWDNH�WKH�UHVHDUFK�DQG�WR�ZULWH� WKLV�VWXG\��*DU\�/HZLV� LVWKH�KLVWRULDQ�RI�WKH�FUHGLW�XQLRQ�PRYHPHQW�DQG�GHHSO\�YHUVHG�LQ�WKH�KLVWRU\�RI�FR�RSHUDWLRQ�LQWKLV�FRXQWU\�DV�ZHOO�DV�EHLQJ�DQ�DFWLYH�FR�RSHUDWRU�:H�EHOLHYH�WKLV�VWXG\�FRQWULEXWHV�FRQVLGHUDEO\�WR�RXU�XQGHUVWDQGLQJ�RI�VXFFHVVIXO�PHWKRGV�RIFRPPXQLW\� HFRQRPLF� GHYHORSPHQW�� ,I� LW� LV� OHVV� UHYHDOLQJ� RI� WKH� SRWHQWLDO� UROH� WKDW� FR�RSHUDWLYHV�DQG�RWKHU�PXWXDOV�FDQ�SOD\�LQ�WKLV�GHYHORSPHQW��WKLV�LV�ODUJHO\�EHFDXVH�WKH�SURFHVVRI�LQVWLWXWLRQDO�GHYHORSPHQW�EHJXQ�E\�&UHGLW&DUH�ZDV�QRW�DOORZHG�WR�UXQ�LWV�IXOO�FRXUVH�
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7KH�DXWKRU�ZLVKHV� WR�DFNQRZOHGJH�WKH�JHQHURXV�FRQWULEXWLRQ�PDGH�E\� WKH� IROORZLQJSHRSOH�WR�WKLV�UHSRUW�
$LPHH�$OGUHG 0DQDJHU��+RUL]RQ�&UHGLW�8QLRQ��%HUPDJXL
1DWDOLD�$UPVWURQJ 3UHVLGHQW��'HOHJDWH�3URJUHVV�$VVRFLDWLRQ
$DINH�%DUNODQG )RUPHU�0DQDJHU��+RUL]RQ�&UHGLW�8QLRQ��%HUPDJXL
*HUU\�&ROOLQV $UHD�0DQDJHU��+RUL]RQ�&UHGLW�8QLRQ
*ORULD�&RWWULOO 7UHDVXUHU��'HOHJDWH�3URJUHVV�$VVRFLDWLRQ
1LFROD�'DNLQ $VVLVWDQW�'LUHFWRU��5HJLRQDO�'HYHORSPHQW�%UDQFK
0DUN�*HQRYHVH 2SHUDWLRQV�0DQDJHU��&UHGLW&DUH
/LQGD�+ROXE $VVLVWDQW�6HFUHWDU\��5HJLRQDO�6HUYLFHV�DQG�/RFDO�*RYHUQPHQW%UDQFK��'2756
0DUJDUHW�/HVWHU &UHGLW�8QLRQ�)RXQGDWLRQ�RI�$XVWUDOLD��IRUPHU&UHGLW&DUH�)LHOG�2IILFHU
*UDKDP�/RXJKOLQ 'LYLVLRQDO�*HQHUDO�0DQDJHU��&UHGLW�8QLRQ'HYHORSPHQW��&86&$/��UHWLUHG�
*UD\�0DORQH )RUPHU�&UHGLW&DUH�)LHOG�2IILFHU
-HDQHWWH�1HLOVRQ %HUPDJXL�&KDPEHU�RI�&RPPHUFH
&DWK\�3DUVRQ )RUPHU�&RPPRQZHDWK�5HSUHVHQWDWLYH�&UHGLW&DUH�%RDUG
'LDQH�3ROGLFK $VVLVWDQW�'LUHFWRU��5XUDO�7UDQVDFWLRQ�&HQWUHV��'HSDUWPHQW�RI7UDQVSRUW�DQG�5HJLRQDO�6HUYLFHV
-RH�:DOFRWW 0HPEHU��'HOHJDWH�3URJUHVV�$VVRFLDWLRQ
7RP�:DWVRQ &UHGLW&DUH�)LHOG�2IILFHU��UHWLUHG�
,Q�DGGLWLRQ��,�ZRXOG�OLNH�WR�WKDQN�$&&25'¶V�3URIHVVRU�0DUN�/\RQV� IRU�KHOSIXO�DQGSUHVFLHQW� FRPPHQWDU\� RQ� GUDIWV�� *DUU\� &URQDQ� IRU� EULHILQJV� DQG� /LVD� )RZNHV� DQG6X]DQQH� +HQGHUVRQ� IRU� FRRUGLQDWLQJ� GHYHORSPHQW�� )LQDOO\�� WKDQNV� WR� %LOO� DQG0DXUHHQ�&ODUNVRQ�IRU�H[SHUW�VXSSRUW�SURFHVVLQJ�DQ�HYROYLQJ�GRFXPHQW�
*DU\�/HZLV1RYHPEHU�����
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�� 7KH�(FRQRPLF�DQG�5HJXODWRU\�(QYLURQPHQWV ��� 7KH�&RPPRQZHDOWK�*RYHUQPHQW�DQG�%DQN�&ORVXUHV ��� &UHGLW�8QLRQ�6HUYLFHV�&RUSRUDWLRQ��$XVWUDOLD��/LPLWHG ��� &UHGLW�8QLRQV ��� -RLQW�,QLWLDWLYH�3DUWQHUV ��� &UHGLW&DUH¶V�2EMHFWLYHV ��� 7KH�&UHGLW&DUH�)LHOG�2IILFHU�1HWZRUN ��� 7KH�/RFDO�*RYHUQPHQW�&RQQHFWLRQ ��� $Q�(YROYLQJ�0HWKRGRORJ\ ����� 3DUWLFLSDWLQJ�&UHGLW�8QLRQV ����� 7KH�&UHGLW�8QLRQ�µ'LIIHUHQFH¶ ����� $�0XWXDO�(GXFDWLYH�3URFHVV ����� $�&R�RSHUDWLRQ�RI�'HPRFUDWLF�3DUWQHUV ����� 7UXVW��$OOLDQFHV�DQG�&RPPXQLW\�,QYHVWPHQWV ����� (DUO\�6XFFHVVHV����������� ��x *HRUJHWRZQ ��x :HUULV�&UHHN ��x 0XQJLQGL ��x 'HOHJDWH ��x %HUPDJXL ��x 7UDQJLH ��x 0\DOO�/DNHV ��x +HUEHUWRQ ��x 0DJQHWLF�,VODQG ��x 'LUUDQEDQGL ��x 'D\ERUR�DQG�%ODFNEXWW ��x .DOEDU ��x 3DUDEXUGRR ����� &UHGLW&DUH�3URJUHVV�5HSRUW����� ����� )DFWRUV�IRU�6XFFHVV ����� &UHGLW&DUH�µ)DLOXUHV¶�DQG�2GG�%HGIHOORZV ����� 2EVWDFOHV�DQG�(DUO\�3UREOHPV ����� 5HJXODWRU\�,PSHGLPHQWV ����� &UHGLW�8QLRQ�$PELYDOHQFH ��
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$Q� LQWULJXLQJ� TXHVWLRQ� ZKHQ� FRQVLGHULQJ� &UHGLW&DUH� LV� ZK\� WKLV� H[FHOOHQW� SURJUDPZDV�HQGHG�DIWHU�RQO\�ILYH�\HDUV�������WR������
&UHGLW&DUH�ZDV�D�MRLQW�LQLWLDWLYH�RI�WKH�&RPPRQZHDOWK�*RYHUQPHQW�DQG�&UHGLW�8QLRQ6HUYLFHV�&RUSRUDWLRQ��$XVWUDOLD��/LPLWHG��&86&$/���7KH�SURJUDP�ZDV�HVWDEOLVKHG�WRKHOS� UXUDO�FRPPXQLWLHV�KHOS� WKHPVHOYHV�UH�HVWDEOLVK� ILQDQFLDO�VHUYLFHV��ZKHUH�DFFHVVWR� WKHVH� KDG� EHHQ� ORVW� WKURXJK� EDQN� FORVXUH�� E\� DWWUDFWLQJ� D� µKRVW¶� LQVWLWXWLRQ�RUGLQDULO\�D�FUHGLW�XQLRQ�� WR�D� WRZQ��&UHGLW&DUH�KHOSHG�QHDUO\�VL[W\� µQR�EDQN¶� WRZQVUHJDLQ�DFFHVV�WR�ILQDQFLDO�DQG�RWKHU�VHUYLFHV��VHUYLQJ�DSSUR[LPDWHO\��������SHRSOH�IRUD� YHU\� VPDOO� RXWOD\� RI� DSSUR[LPDWHO\� ���PLOOLRQ� �&RPPRQZHDOWK�*RYHUQPHQW� ����PLOOLRQ��&86&$/������ PLOOLRQ��DQG�1HZ�6RXWK�:DOHV�*RYHUQPHQW� DSSUR[LPDWHO\�����PLOOLRQ���7KURXJK�&UHGLW&DUH��PDQ\� WRZQV� FDPH� WR� HQMR\�QHZ�VHUYLFHV� IRU� WKHILUVW�WLPH�DQG�GLVFRYHUHG�DQ�HPSRZHULQJ�µVHOI�KHOS¶�PHWKRGRORJ\�
7KH�VKRUW�DQVZHU�WR�RXU�TXHVWLRQ�DERXW�&UHGLW&DUH¶V�EUHYLW\�LV�WKH�SURJUDP�ZDV�QHYHULQWHQGHG� WR� EH� D� ORQJ�WHUP� SURMHFW�� ,Q� D� SUDFWLFDO� VHQVH�� &UHGLW&DUH� VLPXOWDQHRXVO\RXWJUHZ� WKH� LQVWLWXWLRQDO� SDUDPHWHUV� RI� WKH� FUHGLW� XQLRQ� PRYHPHQW� DV� WKH&RPPRQZHDOWK�*RYHUQPHQW¶V�XUJHQW�QHHG�WR�GHOLYHU�FRPSOH[�UXUDO�VHUYLFHV�H[FHHGHGWKH� FDSDFLW\� RI� WKH� FUHGLW� XQLRQ� PRGHO� WR� GHOLYHU�� &UHGLW&DUH� ZDV� DGMXGJHGVXSHUIOXRXV�WR�QHHGV�E\�ERWK�SDUWQHUV��SHUKDSV�HUURQHRXVO\�
'LVFXVVLRQ� LV� DUUDQJHG� LQ� WKUHH� SDUWV�� 3DUW� �� LV� D� EURDG� RYHUYLHZ� RI� HYHQWV� LQ� WKHSHULRG�� FRQVLGHULQJ� WKH� HQYLURQPHQW� LQ� ZKLFK� &UHGLW&DUH� IXQFWLRQHG� DQG� KRZ� WKLVDIIHFWHG� WKH� SURJUDP�� ,W� LV� EURNHQ� LQWR� WKUHH� VHFWLRQV�� D� µJROGHQ� DJH¶� ����������HYHQWV� OHDGLQJ� WR� WKH� SURJUDP¶V� GHPLVH� ����������� DQG� $QDO\VLV�� ZKLFK� VHHNV� WRH[SODLQ�RXWFRPHV��3DUW���H[DPLQHV�&UHGLW&DUH¶V�EULOOLDQW� DQG�GLVWLQFWLYH� FRPPXQLW\HFRQRPLF�GHYHORSPHQW�PHWKRGRORJ\��3DUW����SUHVHQWHG�DV�FDVH�VWXGLHV��LOOXVWUDWHV�KRZ&UHGLW&DUH�DGDSWHG�WKH�FUHGLW�XQLRQ�PRGHO�WR�VXLW�YDULRXV�FRQGLWLRQV�LQ�WRZQV�
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UHGLW&DUH¶V� DFKKH� FRQWH[W� RI� WPHUJHG��7KH�SUQG� PDUNHW� UHILQDQFLDO� DQG� WHUHGLW&DUH��ZKLOXLOGLQJ� VRFLHWLHIWHUPDWK�RI�LQVWJDLQVW�ZKROHVDO����� ZKHQ� WKH�LQDQFLDO� ,QVWLWXQVWLWXWLRQV� �1%XEPLW� WR� XQLIRXSHUYLVRU\� PHFLTXLGLW\�VXSSRUW
KHUH� ZDV� D� SR�������ILQDQFLDXON� FOHDULQJ� V\FKLHYHG� WUXVWHHRPPXQLW\�� UHJLDV�DOVR�DEOH�WR�
Q�WKH�RWKHU�KDQRUP���ZKLOH�EDQ
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RPLF�DQG�5HJXODWRU\�(QYLURQPHQWV
LHYHPHQWV� LQ� UXUDO� HFRQRPLF� GHYHORSPHQW� DUH� EHWWHU� XQGHUVWRRG� LQKH� WXPXOWXRXV� HFRQRPLF� DQG� SROLWLFDO� HQYLURQPHQWV� IURP� ZKLFK� LWRJUDP�ZDV�ERUQ�LQ�D�SHULRG�RI�UDGLFDO�LQGXVWU\�VWUXFWXUDO�DGMXVWPHQWRUP�� SURIRXQGO\� DIIHFWLQJ� SDUWLFXODUO\� SULPDU\� LQGXVWU\� DQG� WKHOHFRPPXQLFDWLRQ� LQGXVWU\� VHFWRUV�� ,URQLFDOO\�� DQG� SHULORXVO\� IRUH�JRYHUQPHQWV�ZHUH�GHUHJXODWLQJ�RWKHU�LQGXVWU\�VHFWRUV��FR�RSHUDWLYHV� DQG� FUHGLW� XQLRQV� ZHUH� EHLQJ� PRUH� FORVHO\� UHJXODWHG� LQ� WKHLWXWLRQDO�IDLOXUHV��QRWDEO\�3\UDPLG�%XLOGLQJ�6RFLHW\��DQG�DV�D�EXOZDUNH�WDNH�RYHU��7KH�ILUVW�PDMRU�VKRFN�ZDYH�IRU�FUHGLW�XQLRQV�FDPH�LQ�-XO\$XVWUDOLDQ� )LQDQFLDO� ,QVWLWXWLRQV� &RPPLVVLRQ� �$),&�� ODXQFKHG� WKHWLRQV� �),�� 6FKHPH�� 8QGHU� WKH� ),� VFKHPH�� QRQ�EDQN� ILQDQFLDO),�� ZHUH� UHTXLUHG� WR� FRPSO\� ZLWK� PLQLPXP� SUXGHQWLDO� VWDQGDUGV�UP� �VWDWH� EDVHG�� UHJXODWLRQV�� LPSOHPHQW� DQG� IXQG� D� QDWLRQDOKDQLVP� DQG� FRQWULEXWH� WR� VWDWH� FRQWLQJHQF\� IXQGV� DQG� HPHUJHQF\�VFKHPHV�
VLWLYH� VLGH� WR� WKH� ),� 6FKHPH�� ZKLFK� FRPPHQFHG� RSHUDWLRQV� LQ� WKHO�\HDU��7KH�ZD\�ZDV�RSHQHG�IRU�FUHGLW�XQLRQV�WR�HQJDJH�GLUHFWO\�LQ�WKHVWHP� �ZLWK� UHVWULFWLRQV� RQ� GUDZLQJ� FKHTXHV�� DQG� WKH� LQVWLWXWLRQV� VWDWXV�� SURYLGLQJ� DFFHVV� IRU� WKH� ILUVW� WLPH� WR� GHSRVLWV� IURPRQDO� GHYHORSPHQW� DQG� FKDULWDEOH� RUJDQLVDWLRQV�� 7KH� FRPPRQZHDOWKFKDQQHO�ODERXU�PDUNHW�SURJUDP�IXQGV�WKURXJK�FUHGLW�XQLRQV�
G��FUHGLW�XQLRQV�ZHUH�UHTXLUHG�WR�KROG����SHU�FHQW�RI�DVVHWV�LQ�OLTXLGNV�ZHUH�UHTXLUHG�WR�KROG�RQO\���SHU�FHQW���7KH�),�6FKHPH�LQYROYHG�D
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ZHOWHU� RI� UHJXODWRU\� DXWKRULWLHV� WKURXJKRXW� $XVWUDOLD� �� HLJKW� 6WDWH� 6XSHUYLVRU\$XWKRULWLHV� �66$��� HLJKW� PLQLVWHUV�� DQ� LQWHUVWDWH� FRQVXOWDWLYH� FRPPLWWHH� DQGVHFUHWDULDWV� LQ� HDFK� MXULVGLFWLRQ�� 1%),� ZHUH� UHTXLUHG� WR� GHDO� ZLWK� DQG� SD\� IRU� WKLVFXPEHUVRPH� µFR�RSHUDWLYH� IHGHUDOLVW¶� HGLILFH��6RPH�FUHGLW� XQLRQ� OHDGHUV� DUJXHG� WKDWEXUHDXFUDWLF� ULJLGLW\� DQG� GXSOLFDWLRQ� LQKHUHQW� LQ� WKH� VFKHPH� GLVDGYDQWDJHG� FUHGLWXQLRQV� LQ� DGDSWLQJ� IOH[LEO\� WR� FKDQJH�� WKDW� WKH� ),� 6FKHPH� ZDV� DQ� µRYHUNLOO¶� RIJRYHUQPHQW� LQWHUYHQWLRQ� ZLWK� UHJXODWRUV� VHHNLQJ� WR� UXQ� EXVLQHVV� DQG� ERUH� OLWWOHUHODWLRQVKLS� ZLWK� PDUNHWV�� &HUWDLQO\�� WKH� ),� 6FKHPH¶V� RQHURXV� FDSLWDO� DGHTXDF\SURYLVLRQV�GURYH�RXW�RI�EXVLQHVV�VPDOO�µJUDVV�URRWV¶�FUHGLW�XQLRQV�DQG�SUHYHQWHG�QHZRQHV� IURP� IRUPLQJ�� )RU� WKLV� UHDVRQ�� DQG� IRU� WKH� VLPSOH� HFRQRPLF� UHDVRQ� WKDW�PDQ\FRPPXQLWLHV�LQ�ZKLFK�&UHGLW&DUH�IXQFWLRQHG�ZHUH�WRR�VPDOO�IRU�D�VWDQG�DORQH�FUHGLWXQLRQ�� WKH�SURJUDP¶V�PDQDJHUV�ZHUH� REOLJHG� WR�ZRUN�ZLWK� FUHGLW� XQLRQ� EUDQFKHV� RUDJHQFLHV�� UDWKHU� WKDQ� VHHN� FRPPXQLW\� VXSSRUW� IRU� DXWRQRPRXV� LQVWLWXWLRQV� LQ� µQREDQN¶� WRZQV�� 7KLV� DIIHFWHG� WKH� QRWLRQ� RI� FRPPXQLW\� µRZQHUVKLS¶�� FHQWUDO� WR&UHGLW&DUH�PHWKRGRORJ\�
7KH�VHFRQG�VKRFN�ZDYH� IRU� FUHGLW� XQLRQV� FDPH�ZKHQ� WKH� IHGHUDO�/DERU� JRYHUQPHQWDEROLVKHG� WD[DWLRQ� H[HPSWLRQ� RQ� PHPEHU�JHQHUDWHG� LQFRPH�� &UHGLW� XQLRQ� OHDGHUVHVWLPDWHG� WKDW� WKH�FUHGLW�XQLRQ�FRVW� VWUXFWXUH�ZDV�QRZ�DSSUR[LPDWHO\� GRXEOH� WKDW�RIUHJLRQDO�EDQNV�� IRUFLQJ� LQVWLWXWLRQV� WR� WDNH�QHZ�DSSURDFKHV� WR� ILQDQFLDO�PDQDJHPHQWDQG�FRVW�FRQWUROV��LQFOXGLQJ�WKH�LQWURGXFWLRQ�RI�IHHV�DQG�µWHOOHU�IUHH¶�VHUYLFHV�LQYROYLQJFRVWO\� WHFKQRORJ\��1RW�VXUSULVLQJO\��FUHGLW�XQLRQV�ZHUH�XOWUD�FDXWLRXV�DERXW�DQ\WKLQJEH\RQG� VWULFWO\� FRUH� EXVLQHVV�� ,QGHHG�� PRXQWLQJ� FRVWV� DQG� WKH� FRQYHUJHQFH� RI� QHZHOHFWURQLF� WHFKQRORJLHV� DQG� FRPPXQLFDWLRQ�QHWZRUNV� SXW� WKH� HQWLUH� UDWLRQDOH� IRU� WKHGHOLYHU\�RI� ILQDQFLDO�VHUYLFHV� WKURXJK�µEULFNV� DQG�PRUWDU¶� LQVWLWXWLRQV�XQGHU�D�FORXG�0HDQZKLOH�� DV� EDQNV� EXVLO\� GLYHVWHG� WKHPVHOYHV� RI� XQSURILWDEOH� EXVLQHVV�� DµVWDPSHGH¶� WR� FUHGLW� XQLRQV� EHJDQ�� 3UHVVXUHV� WR� UDWLRQDOLVH� DQG� DPDOJDPDWH� EHFDPHXQEHDUDEOH�IRU�PDQ\�LQVWLWXWLRQV��$XVWUDOLDQ�FUHGLW�XQLRQV�IHOO�IURP�����LQ�QXPEHU�LQ����� WR� DURXQG�����D�GHFDGH� ODWHU��ZKLOH� FUHGLW� XQLRQ�PHPEHUVKLS� VRDUHG� IURP����PLOOLRQ�WR�����PLOOLRQ��:LWK�WKH�IXOO�LPSDFW�RI�WKH�),�6FKHPH�VWLOO�ZDVKLQJ�WKURXJK�WKHPRYHPHQW�DV�&UHGLW&DUH�EHJDQ��ERDUGV�DQG�PDQDJHUV�ZHUH�XQGHUVWDQGDEO\�GLVWUDFWHGIURP� HQJDJLQJ� LQ� FRQFHUWHG� DFWLRQ� RU� SURJUDP� FURVV�VXEVLGLVDWLRQ�� VXFK� DV� WKHSURJUDP� LGHDOO\� UHTXLUHG��0DUJLQV�ZHUH� WLJKW�� VFRSH� IRU� LQQRYDWLRQ� HYHQ� WLJKWHU� DQG
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RSLQLRQ�GLYLGHG�LQ�WKH�FUHGLW�XQLRQ�PRYHPHQW�DERXW�WKH�ZD\�DKHDG��,Q�VXFK�D�FRQWH[W&UHGLW&DUH�VRXJKW�WR�DWWUDFW�LQVWLWXWLRQV�WR�UXUDO�FRPPXQLWLHV�LQ�ZKLFK�WKH\�KDG�OLWWOHRU�QR�H[SHULHQFH�
&UHGLW&DUH� HYROYHG� DV� DQ� HOHFWRUDO� EDFNODVK� ZDV� EXLOGLQJ� LQ� WKH� EXVK� DJDLQVW� WKHSUHYDLOLQJ� RUWKRGR[\� RI� HFRQRPLF� UDWLRQDOLVP�� FHQWUHG� RQ� FRPSHWLWLRQ� SROLF\�� WDULIIUHGXFWLRQ�� GHUHJXODWLRQ�� VODVKLQJ� LQGXVWU\� DVVLVWDQFH�� UHIRUPLQJ� ODERXU� PDUNHWV� DQGVHOOLQJ�VWDWH�DVVHWV��$�.HDWLQJ�/DERU�JRYHUQPHQW�SUHVLGHG�RYHU�D�QDWLRQ�GLYLGHG�RQ�DUDIW� RI� HPRWLYH� LVVXHV� LQFOXGLQJ� D� UHSXEOLF�� QDWLYH� WLWOH�� LPPLJUDWLRQ� DQGXQHPSOR\PHQW�� 'LVDIIHFWLRQ� ZLWK� PDMRU� SROLWLFDO� SDUWLHV� ZDV� HYLGHQW� DQG� JURZLQJJDSV�EHWZHHQ�ULFK�DQG�SRRU�DQG�XUEDQ�DQG�UXUDO�FRQGLWLRQV��%DQNV�ZHUH�LQ�EDG�RGRXUDV� DQ� HSLGHPLF� RI� EUDQFK� FORVXUHV� SURFHHGHG� DFFRPSDQLHG� E\� PRXQWLQJ� IHHV�GHFOLQLQJ�VHUYLFHV�DQG�ULVLQJ�SURILWV��,Q�WKH�VL[�\HDUV�WR�-XQH�������DURXQG�������EDQNEUDQFKHV�ZHUH� FORVHG�DFURVV�$XVWUDOLD�� RYHU�����RI� WKHP� LQ� UXUDO� DUHDV��7KHUH�ZHUH����FORVXUHV�LQ�1HZ�6RXWK�:DOHV�DORQH�
5HVHDUFK�LQGLFDWHG�EDQN�FORVXUHV�LQ�UXUDO�FRPPXQLWLHV�OHG�WR�DQ�RYHUDOO�GHFOLQH� LQ�DWRZQ¶V�HFRQRPLF�WXUQRYHU�DQG�D�ORVV�RI�FRQILGHQFH�DQG�EXVLQHVV�DV�VKRSSHUV�ZHQW�WRUHJLRQDO�FHQWUHV� 2I�LPPHGLDWH�FRQFHUQ�ZDV�WKH�LQWHUUXSWLRQ�WR�JRYHUQPHQW�SD\PHQWVV\VWHPV��GLVDGYDQWDJLQJ�PDQ\��
�� 7KH�&RPPRQZHDOWK�*RYHUQPHQW�DQG�%DQN�&ORVXUHV
,Q�ODWH�������IDFHG�E\�WKH�TXLFNHQLQJ�ZLWKGUDZDO�RI�EDVLF�EDQNLQJ�VHUYLFHV�IURP�UXUDOWRZQV�� WKH�&RPPRQZHDOWK�'HSDUWPHQW�RI�6RFLDO�6HFXULW\��'66��UHFHLYHG�D�JURZLQJFKRUXV� RI� FRPSODLQWV� IURP� ZHOIDUH� HQWLWOHPHQW� UHFLSLHQWV� H[SHULHQFLQJ� GLIILFXOW\� LQFDVKLQJ� VRFLDO� VHFXULW\� SD\PHQWV�� 7KH� SUREOHP� ZDV� QRW� QHZ�� 0DQ\� UHPRWHFRPPXQLWLHV�� HVSHFLDOO\�$ERULJLQDO� DQG� 7RUUHV� 6WUDLW� ,VODQGHU� �$76,�� FRPPXQLWLHV�
� 2WKHU�LPSDFWV�RI�EDQN�FORVXUHV�LQFOXGHG�UHGXFHG�VDYLQJV�DQG�LQYHVWPHQW�LQFRPH��ORVV�RI�FDVK�VDOHV�FRVW�LQFUHDVHV�LQ�DFFHVVLQJ�ILQDQFH�DQG�FUHGLW��GLVLQFHQWLYHV�WR�ERUURZ��ODUJHU�ZLWKGUDZDOV�µXQZDQWHG¶PRQH\�O\LQJ�DURXQG�ZLWK�DWWHQGDQW�VHFXULW\�ULVNV��LQFUHDVHG�FKHTXH�XVDJH�ZLWK�GHOD\V�LQ�FOHDUDQFH��EDGGHEWV��ORVV�RI�HPSOR\PHQW��GHFOLQLQJ�SURSHUW\�YDOXHV�DQG�IDOOLQJ�SRSXODWLRQ��6HH�'LDQD�%HDO�DQG'HERUDK�5DOVWRQ��µ(FRQRPLF�DQG�6RFLDO�,PSDFW�RI�%DQN�RI�WKH�&ORVXUH�RI�WKH�2QO\�%DQN�%UDQFK�LQ5XUDO�&RPPXQLWLHV¶������ &HQWUH�IRU�$XVWUDOLDQ�)LQDQFLDO�,QVWLWXWLRQV��&$),�� )DFXOW\�RI�&RPPHUFH�8QLYHUVLW\�RI�6RXWKHUQ�4XHHQVODQG��&$),�1HZVOHWWHU��9ROXPH����,VVXH����-XQH������
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KDG� QHYHU� KDG� FRQYHQLHQW� DFFHVV� WR� ILQDQFLDO� VHUYLFHV� DQG�ZHUH� SURQH� WR� VFRXQGUHOµFDVK¶�PHUFKDQWV��7KH�'66�LGHQWLILHG�D�µFXVWRPHU�QHHG¶�LQ�$76,�FRPPXQLWLHV�LQ�UXUDODQG� UHPRWH� $XVWUDOLD� IRU� WKH� WUDQVIHU� RI� LQFRPH� VXSSRUW� DQG� RWKHU� JRYHUQPHQWSD\PHQWV�
&RPPRQZHDOWK�RIILFHUV�GLVFXVVHG�ZLWK� ILQDQFLDO�VHUYLFH�SURYLGHUV��SRVVLEOH�ZD\V�RIDGGUHVVLQJ�WKHVH�SUREOHPV��)ROORZLQJ�LQLWLDO�FRQWDFWV�EHWZHHQ�WKH�'66�DQG�WKH�&UHGLW8QLRQ�)RXQGDWLRQ�RI�$XVWUDOLD��&8)$���DQ�RUJDQLVDWLRQ�HVWDEOLVKHG�E\�FUHGLW�XQLRQVWR�SUHVHUYH�WKH�PRYHPHQW¶V�SKLORVRSK\�DQG�PLVVLRQ�RI�VRFLDO�UHVSRQVLELOLW\��D�PHHWLQJZDV� KHOG� EHWZHHQ� VHQLRU� RIILFHUV� RI� WKH� GHSDUWPHQW� DQG� &UHGLW� 8QLRQ� 6HUYLFHV�$XVWUDOLD��/LPLWHG��&86&$/��
�� &UHGLW�8QLRQ�6HUYLFHV��$XVWUDOLD��/LPLWHG��&86&$/�
6\GQH\�EDVHG�&86&$/�LV�RQH�RI�WKH�WZR�6SHFLDO�6HUYLFH�3URYLGHUV��663��UHFRJQLVHGE\� WKH�),� VFKHPH�� WKH�RWKHU� LV� &UHGLW/LQN�� EDVHG� LQ�%ULVEDQH��&86&$/� UHSUHVHQWHGVRPH����SHU� FHQW� RI�$XVWUDOLD¶V� �WKHQ�� DSSUR[LPDWHO\� ���� FUHGLW� XQLRQV��ZLWK� DVVHWVWRWDOOLQJ� QHDUO\� ���� ELOOLRQ�� 7KH� FRUSRUDWLRQ� SURYLGHG� D� ZLGH� UDQJH� RI� VHUYLFHV� IRUDIILOLDWHV�LQ�OLTXLGLW\�PDQDJHPHQW��UHWDLO�DQG�FRUSRUDWH�EDQNLQJ��LQVXUDQFH��PDUNHWLQJDQG� DGYHUWLVLQJ�� JRYHUQPHQW� UHODWLRQV�� WUHDVXU\� PRUWJDJH� VHFXUDWLVDWLRQ�� LQGXVWULDOUHODWLRQV�� UHVHDUFK�� WUDLQLQJ�� LQIRUPDWLRQ� WHFKQRORJ\�� IXQGV� PDQDJHPHQW� DQG� FUHGLWXQLRQ�GHYHORSPHQW�
&86&$/�DFFHSWHG�WKDW�D�MRLQW�SURMHFW�ZLWK�WKH�FRPPRQZHDOWK�ZDV�LQ�WKH�LQWHUHVWV�RIJHQHUDO�FUHGLW�XQLRQ�GHYHORSPHQW�DQG�GHFLGHG�WR�SURFHHG�
�� &UHGLW�8QLRQV
,W� LV� LPSRUWDQW� WR�EHDU� LQ�PLQG� LQ�RXU�GLVFXVVLRQ� WKDW�FUHGLW� XQLRQV� DUH� DXWRQRPRXV�GHPRFUDWLF�PHPEHU�RZQHG�ILQDQFLDO�LQVWLWXWLRQV�ZLWK�HDFK�LQVWLWXWLRQ�VHWWLQJ�SROLFLHVRQ� SURGXFW� RIIHULQJV�� VHUYLFH� OHYHOV� DQG� IHHV� DQG� FKDUJHV�� &86&$/� H[HUFLVHG� QRGLUHFW� FRQWURO� RYHU� FUHGLW� XQLRQ� SROLF\� DQG� WKH� GHFLVLRQ� WR� SDUWLFLSDWH� LQ�&UHGLW&DUHUHVLGHG�ZLWK�LQGHSHQGHQW�DIILOLDWHV��)RU�WKHLU�SDUW��FUHGLW�XQLRQV�RIIHUHG�D�ZLGH�UDQJH
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RI�SURGXFWV�DQG�VHUYLFHV�WR�DGGUHVV�UXUDO�ILQDQFLDO�VHUYLFHV�QHHGV��LQFOXGLQJ�DW�YDULRXVWLPHV��DQG�LQ�GLIIHUHQW�MXULVGLFWLRQV��LQ�WKH�SHULRG�
x GD\�WR�GD\�EDQNLQJ�FKHTXH�FDUG�DFFRXQWV�
x VSHFLDO�VDYLQJV�DFFRXQWV�
x FDVK�PDQDJHPHQW�DFFRXQWV�
x GLUHFW�GHELWV�
x SHULRGLFDO�SD\PHQWV�
x IL[HG�WHUP�GHSRVLWV�
x SHUVRQDO�KRPH�LQYHVWPHQW�ILQDQFH�
x EXVLQHVV�UXUDO�FKHTXLQJ�IDFLOLWLHV�
x EXVLQHVV�UXUDO�RYHUGUDIW�DQG�ORDQ�ILQDQFH�
x KRXVHKROG�EXVLQHVV�LQVXUDQFHV�
x LQYHVWPHQW�DQG�UHWLUHPHQW�SODQQLQJ�
x UXUDO�SULPDU\�SURGXFWLRQ�ILQDQFH�
x FDVK�DQG�FKHTXH�GHSRVLW�SURFHVVLQJ�
x FRXQWHU�FKHTXHV�DQG�FDVK�ZLWKGUDZDOV�
x DFFRXQW�RSHQLQJ�DQG�PDLQWHQDQFH�
x EXVLQHVV�FDVK�FRLQ�FRXQWLQJ��VHFXUH�FXVWRG\�DQG�GLVSHQVLQJ�
x ()7326�PHUFKDQW�IDFLOLWLHV��DQG
x 9LVD�&DUGV��0DVWHU&DUGV��$70�FDUGV�
�� -RLQW�,QLWLDWLYH�3DUWQHUV
&UHGLW&DUH� FRPPHQFHG� LQ� -XO\� ������ D� MRLQW� LQLWLDWLYH� RI� WKH� &RPPRQZHDOWK*RYHUQPHQW�DQG�&86&$/��7KH�SURJUDP�ZDV�FRQFHLYHG�DV�D�SLORW�QDWLRQDO�SURMHFW�WR������ GHVLJQHG� WR� DVVLVW� LQ� WKH� SURYLVLRQ� RI� ILQDQFLDO� VHUYLFHV� LQ� UXUDO� DQG� UHPRWHFRPPXQLWLHV�� ZKLFK� KDG� ORVW� DFFHVV� WR� ILQDQFLDO� VHUYLFHV�� ,W� ZDV� HQYLVDJHG� WKDW&UHGLW&DUH�ILHOG�RIILFHUV�ZRXOG�ZRUN�ZLWK�ORFDO�FRPPXQLWLHV�WR�DVVHVV�WKHLU�ILQDQFLDOYLDELOLW\� E\� IDFLOLWDWLQJ� FRPPXQLW\� PHHWLQJV�� FRQGXFWLQJ� VXUYH\V� DQG� GHYHORSLQJEXVLQHVV�SODQV��%XVLQHVV�SODQV�ZRXOG�EH�XVHG�WR�DWWUDFW�ILQDQFLDO�LQVWLWXWLRQV��XVXDOO\H[LVWLQJ�FUHGLW�XQLRQV��WR�FRPPXQLWLHV�
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&86&$/�ZDV�FRQWUDFWHG�E\�WKH�JRYHUQPHQW�WR�PDQDJH�WKH�SURJUDP�RQ�EHKDOI�RI�WKH$XVWUDOLDQ� &UHGLW� 8QLRQ� 0RYHPHQW�� 7KH� &RPPRQZHDOWK� *RYHUQPHQW¶V� SURMHFWSDUWQHUV� LQLWLDOO\� LQFOXGHG� WKH� GHSDUWPHQWV� RI� VRFLDO� VHFXULW\�� SULPDU\� LQGXVWU\� DQGHQHUJ\��WUDQVSRUW�DQG�UHJLRQDO�GHYHORSPHQW��HPSOR\PHQW��HGXFDWLRQ�DQG�WUDLQLQJ�DQG\RXWK�DIIDLUV��7KH�SDUWQHUV�FRQWULEXWHG�LQ�FDVK�DQG�NLQG�WR�WKH�SURJUDP��ZKLFK�HQMR\HGEURDG� ELSDUWLVDQ� SROLWLFDO� VXSSRUW�� 7KH� 1HZ� 6RXWK� :DOHV� *RYHUQPHQW� ODWHUFRQWULEXWHG�IXQGV�WR�HPSOR\�DGGLWLRQDO�ILHOG�ZRUNHUV��
�� &UHGLW&DUH¶V�2EMHFWLYHV
:KHQ�&UHGLW&DUH�XQIXUOHG�LWV�EDQQHU�LQ�������WKH�SURJUDP¶V�REMHFWLYHV�LQFOXGHG�
x SURPRWH�ZLWKLQ�UXUDO�DQG�UHPRWH�$XVWUDOLD��LQFOXGLQJ�$ERULJLQDO�DQG�7RUUHV�6WUDLW,VODQGHU� �$76,�� FRPPXQLWLHV�� WKH� DYDLODELOLW\� RI� UHWDLO� ILQDQFLDO� VHUYLFHV� HLWKHUWKURXJK�WKH�HVWDEOLVKPHQW�RI�FRPPXQLW\�FUHGLW�XQLRQV�RU�WKH�H[WHQVLRQ�RI�VHUYLFHVRI�H[LVWLQJ�FUHGLW�XQLRQV�
x SURPRWH�JUHDWHU�HTXLW\�EHWZHHQ�XUEDQ�DQG�UXUDO�FRPPXQLWLHV�LQ�WHUPV�RI�DFFHVV�WRDQ�HVVHQWLDO�UDQJH�RI�ILQDQFLDO�VHUYLFHV�
x SURPRWH� JUHDWHU� RSSRUWXQLWLHV� IRU� UHJLRQDO� HQWHUSULVH� GHYHORSPHQW� DQG� UHJLRQDOGHYHORSPHQW�JHQHUDOO\�
x SURPRWH� JUHDWHU� RSSRUWXQLWLHV� IRU� VHOI�GHWHUPLQDWLRQ� DQG� HPSOR\PHQW� FUHDWLRQ� LQ$76,�FRPPXQLWLHV�
(VVHQWLDOO\��WKH�SURJUDP�VRXJKW�WR�DVVLVW�LQ� WKH�UH�HVWDEOLVKPHQW�RI�ILQDQFLDO�VHUYLFHVIRU�UXUDO��UHPRWH�DQG�LQGLJHQRXV�FRPPXQLWLHV��ZKHUH�DFFHVV�WR�WKHVH�KDG�EHHQ�ORVW�RUGHQLHG��DQG�WR�DXJPHQW�UHJLRQDO�GHYHORSPHQW��7KLV�ZDV�FRQWLQJHQW�XSRQ�DWWUDFWLQJ�DµKRVW¶�RUJDQLVDWLRQ�WR�D�µQR�EDQN¶�WRZQ�WR�HVWDEOLVK�D�YLDEOH�EUDQFK�RU�DJHQF\�
�� 7KH�&UHGLW&DUH�)LHOG�2IILFHU�1HWZRUN
&UHGLW&DUH�2SHUDWLRQV�0DQDJHU�0DUN�*HQRYHVH�DVVHPEOHG�D�WHDP�RI�JLIWHG�ILHOG
� 'LVFXVVLRQ�0DUN�*HQRYHVH��0DUJDUHW�/HVWHU��*UDKDP�/RXJKOLQ�
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RIILFHUV� �HYHQWXDOO\� WHQ� LQ� QXPEHU��� 7KH\� ZHUH� WR� µEURNHU¶� UHODWLRQVKLSV� EHWZHHQFRPPXQLWLHV� DQG� SURVSHFWLYH� LQVWLWXWLRQV�� 7KRXJK� QHDUO\� DOO� HPHUJHG� IURP� D� FUHGLWXQLRQ�EDFNJURXQG�DQG�ZHUH�SDVVLRQDWH�DERXW�µVHOI�KHOS¶�GHYHORSPHQW�PHWKRGV�XVLQJ�DFRQVXOWDWLYH�SURFHVV�RZQHG E\�FRPPXQLWLHV��WKH\�ZHUH�QRW�µKRPRJHQRXV¶�LQ�VW\OH�DQGXVHG�GLIIHUHQW�DSSURDFKHV�DQG�HPSKDVLVHG�GLIIHUHQW�WKLQJV�ZLWKLQ�D�EURDG�IUDPHZRUN�7KH�VWUXFWXUH�RI� WKH�&UHGLW&DUH�3URMHFW� WHDP�� DORQJ�ZLWK�GHWDLOV� RI� WKH� VWDII�� FDQ�EHIRXQG�LQ�$SSHQGL[���
�� 7KH�/RFDO�*RYHUQPHQW�&RQQHFWLRQ
7KH�&UHGLW&DUH�WHDP�UHVROYHG�QRW�WR�LQGXOJH�LQ�µEDQN�EDVKLQJ¶��7KLV�ZDV�VHHQ�DV�µRQHRI�WKH�JROGHQ�UXOHV�RI�PDUNHWLQJ���\RX�GRQ¶W�VHOO�\RXU�SURGXFW�E\�FRQWLQXDOO\�PDNLQJUHIHUHQFHV� WR� WKH�FRPSHWLWLRQ¶��,QVWHDG�� WKH\�GHFLGHG� WR�VHOO� WKH�EHQHILWV�RI�VHOI�KHOS�FUHGLW� XQLRQV� DQG� FR�RSHUDWLRQ��7KHUH�ZDV�QR�SUHFHGHQW�� VR�ZKHQ�*HQRYHVH� KDQGHGILHOG�RIILFHUV�D�OLVW�RI�µQR�EDQN¶�WRZQV��LW�ZDV�D�FDVH�RI�VWDUWLQJ�IURP�VFUDWFK�
&UHGLW&DUH�RIILFHUV�EHJDQ�E\�UHVHDUFKLQJ�WRZQV�ZLWK�SRSXODWLRQV�UDQJLQJ�IURP�����WR�������7KH\�GLVFRYHUHG�DSSUR[LPDWHO\����� WKDW�ZHUH�H[SHULHQFLQJ� ILQDQFLDO� VHUYLFHVSUREOHPV� EHFDXVH� RI� WKH� ORVV� RI� EUDQFK�EDVHG� EDQNLQJ� VHUYLFHV�� 6WDII� ZRUNHG� ORQJKRXUV�� LQYROYLQJ� H[WHQVLYH� WHOHSKRQH� ZRUN� DQG� PXFK� GULYLQJ� RQ� IDFW�ILQGLQJH[SHGLWLRQV��*HQRYHVH�FOHYHUO\�HQJDJHG�WKH�PHGLD��ZKR�ZHUH�YHU\�VXSSRUWLYH��JLYLQJWKH�SURJUDP�D�KLJK�SURILOH��)LHOG�2IILFHU�7RP�:DWVRQ�LV�FUHGLWHG�ZLWK�KDYLQJ�WKH�LGHDRI� LQYROYLQJ� ORFDO� JRYHUQPHQW� DQG�� LQ� SDUWLFXODU�� WRZQ� PD\RUV�� SRLQWLQJ� WR� WKHH[DPSOH�RI�WKH�QLQHWHHQWK�FHQWXU\�*HUPDQ�PD\RU�DQG�FUHGLW�XQLRQ�SLRQHHU��)UHGHULFK:LOKHOP�5DLIIHLVHQ��$�GDWD�EDVH�ZDV�FUHDWHG�RQ�D�VKLUH�E\� VKLUH�EDVLV��GHWDLOLQJ� WKHORFDWLRQ� RI� DOO� EDQNV�� EXLOGLQJ� VRFLHWLHV� DQG� FUHGLW� XQLRQV� DQG� SLQSRLQWLQJ� DOO� µQREDQN¶�WRZQV�
7KH� WHDP� ODXQFKHG� LQWR� ZRUN�� WDNLQJ� WKH� LQLWLDWLYH� RI� FRQWDFWLQJ� FRPPXQLWLHV� DQG�VRRQ�� DV� EDQN� FORVXUHV� TXLFNHQHG� DQG� QHZV� RI� WKH� SURJUDP� VSUHDG�� UHVSRQGLQJ� WR� DIORRG�RI�LQTXLULHV�
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2YHU� WKH�QH[W�HLJKWHHQ�PRQWKV�RU�VR�&UHGLW&DUH� LQVWLJDWHG�FR�RSHUDWLYH�SDUWQHUVKLSVEHWZHHQ� FUHGLW� XQLRQV� DQG� PRUH� WKDQ� WZHQW\� ORFDO� FRXQFLOV�� :LWKRXW� GRXEW�� ORFDOJRYHUQPHQW�SOD\HG�D�PDMRU�UROH�LQ�&UHGLW&DUH¶V�HDUO\�VXFFHVVHV��7KH�IRUP�RI�VXSSRUWFRXQFLOV� SURYLGHG� YDULHG� EXW� JHQHUDOO\� LQFOXGHG� PDNLQJ� FRQWDFW� ZLWK� &UHGLW&DUH�RUJDQLVLQJ�DQG�KRVWLQJ�PHHWLQJV��SURYLGLQJ�UHQW�IUHH�RU�VXEVLGLVHG�DFFRPPRGDWLRQ�LQFRXQFLO�SUHPLVHV��XQGHUWDNLQJ�WR�GLUHFW�EXVLQHVV�WKURXJK�D�FUHGLW�XQLRQ�DQG�H[WHQGHGWR�MRE�VKDULQJ��FRUSRUDWH�EDQNLQJ��GLVFRXQWHG�WHUP�GHSRVLWV�DQG�XQGHUZULWLQJ�ORVVHV���
�� $Q�(YROYLQJ�0HWKRGRORJ\
&UHGLW&DUH¶V� LQQRYDWLYH� UXUDO� HFRQRPLF� GHYHORSPHQW� PHWKRGRORJ\� HYROYHGKHXULVWLFDOO\�ZKLOH�RIILFHUV�ZHUH�µUXQQLQJ�RQ�DGUHQDOLQH¶�LQ�WKLV�HDUO\�VWDQ]D��EXW�ZDVVTXDUHO\� WDUJHWHG�RQ�FRPPHUFLDO�YLDELOLW\��8OWLPDWHO\��D�FUHGLW�XQLRQ�ZDV�D�EXVLQHVVDQG� LI� LW�ZDV�QRW� YLDEOH� DQG�ZHQW�RXW� RI�EXVLQHVV� LW� FRXOG� VHUYH�QR�RQH��6XUYH\V�RISRWHQWLDO� EXVLQHVV� IRU� SURVSHFWLYH� KRVWV�ZHUH�� WKHUHIRUH�� RI� XWPRVW� LPSRUWDQFH�� 7KHPRGHO�ZDV�FDUHIXOO\�GHVLJQHG�WR�QHLWKHU�GLUHFWO\�IXQG�QRU�VXEVLGLVH�WKH�HVWDEOLVKPHQWRI�FUHGLW�XQLRQ�EUDQFKHV�RU�DJHQFLHV��5DWKHU�WKH�SURJUDP�SURYLGHG�UHVRXUFHV�WR�DVVLVWFRPPXQLWLHV� WKHPVHOYHV GLVFRYHU� WKH� PHDQV� RI� UH�HVWDEOLVKLQJ� ILQDQFLDO� VHUYLFHVXWLOLVLQJ�H[LVWLQJ�UHVRXUFHV��DQG�OLQN�WKHVH�ZLWK�D�KRVW�LQVWLWXWLRQ��&UHGLW&DUH¶V�PD[LPZDV�WKDW�LW�ZDV�LQ�D�FRPPXQLW\�QRW�VLPSO\�WR�KHOS EXW�WR�KHOS�D�FRPPXQLW\�KHOS�LWVHOI�
(VVHQWLDOO\�&UHGLW&DUH¶V� HFRQRPLF� GHYHORSPHQW� SODQ� LQYROYHG� UHVHDUFKLQJ� D� WRZQ¶VVLWXDWLRQ�� JHWWLQJ� D� FDPSDLJQ� JRLQJ�� DVVLVWLQJ� WKH� HVWDEOLVKPHQW� RI� D� WDVN� IRUFH�JDWKHULQJ� LQIRUPDWLRQ� RQ� FRPPXQLW\� UHVRXUFHV�� DGGUHVVLQJ� SXEOLF� PHHWLQJV� DQG�� LIDXWKRULVHG�E\�D�FRPPXQLW\��XQGHUWDNLQJ�D�PRUH�GHWDLOHG�VWXG\�DVVHVVLQJ�WKH�SRWHQWLDOYLDELOLW\� RI� D� ILQDQFLDO� VHUYLFH�� 7KDW� LV�� WKH� HYDOXDWLYH� SURFHVV� LQYROYHG� ZRUNLQJFORVHO\�ZLWK� FRPPXQLWLHV� WR� DVVHVV� WKHLU� UHDO� FDSDFLW\� WR� VXSSRUW� D� YLDEOH� ILQDQFLDOIDFLOLW\�DQG�WR�GHYHORS�EXVLQHVV�SODQV�XQGHUSLQQLQJ�WKLV�
)LHOG� ZRUNHUV�� FDUHIXOO\� VHOHFWHG� IRU� WKHLU� LQGLYLGXDO� WDOHQWV� DQG� JURXS� H[SHUWLVH�HPSOR\HG� KLJK�OHYHO� OLDLVRQ� VNLOOV� LQ� UHVSRQGLQJ� WR� FRPPXQLW\� JURXSV� DQG
� &RUUHVSRQGHQFH�7RP�:DWVRQ��0DUJDUHW�/HVWHU�
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HQFRXUDJLQJ� WKH� LQQRYDWLYH�XVH�RI�VXFK� LQIUDVWUXFWXUH�DV�H[LVWHG� 'UDZLQJ�RQ�&8)$H[SHULHQFH�LQ�3DFLILF�,VODQG�DQG�$76,�FRPPXQLWLHV��WKHLU�GHYHORSPHQW�VW\OH�ZDVFXOWXUDOO\�VHQVLWLYH�DQG�DSSURSULDWH��RIIHULQJ�QR�VLQJOH�µSDFNDJH¶�DQG�QR�µVLOYHU�EXOOHW¶VROXWLRQV�� 7KH� UHVHDUFK±EDVHG� DSSURDFK� ZDV� FRQVXOWDWLYH�� IDFLOLWDWLYH�� SUR�DFWLYH�UHFHSWLYH��HPSRZHULQJ�DQG��DERYH�DOO��FRPPXQLW\�IRFXVHG�DQG�IOH[LEO\�DGDSWHG�WR�VXLWHDFK� FRPPXQLW\¶V� XQLTXH� QHHGV�� ,W� ZDV� DERXW� FRPPXQLWLHV� WKHPVHOYHV� LQIOXHQFLQJRXWFRPHV��,Q�RUGHU�WR�JDXJH�D�µQR�EDQN¶�WRZQ¶V�DFWXDO�ILQDQFLDO�VHUYLFHV�QHHGV��ILHOGRIILFHUV�PLJKW� ILUVW� VLPSO\�ZDON� RU� GULYH� DERXW�� REVHUYLQJ� DQG�PDNLQJ� FRQWDFW�ZLWKFRPPXQLW\�OHDGHUV�WR�GLVFXVV�WKH�VLWXDWLRQ��7KH\�PLJKW�WKHQ�GRRU�NQRFN�LQ�UDQGRPO\VHOHFWHG�VWUHHWV�DQG�WDON�WR�RWKHU�FRPPXQLW\�JURXSV�ZLWK�D�YLHZ�WR�JHWWLQJ�D�FDPSDLJQJRLQJ��)LHOG�RIILFHUV�W\SLFDOO\�ZRXOG�ZRUN�ZLWK�D�FRXQFLO�WR�HVWDEOLVK�D�WDVN�IRUFH�DQGDVVLVW� LQ�JDWKHULQJ� LQIRUPDWLRQ�RQ�FRPPXQLW\� UHVRXUFHV�DQG�QHHGV�H�J�� UHDO�EXVLQHVVSURVSHFWV�� SUREDEOH� VSLQ�RII� HIIHFWV� DQG� SRVVLEOH� JRYHUQPHQW� RU� RWKHU� FRPPXQLW\XVDJH��7KH\�ZRXOG�FRQGXFW�IXUWKHU�VXUYH\V�DQG�VWXG\�WKH�KLVWRU\�RI�D�WRZQ¶V�GRZQWXUQDQG�LWV�UHJLRQDO�ORFDWLRQ�WR�LQIRUP�D�SURVSHFWLYH�KRVW��2SHUDWLQJ�RQ�WKH�µQRW�RQH�VL]HILWV� DOO¶� SULQFLSOH�� VXUYH\V� FKHFNHG� WKH� QHHGV� QRW� RQO\� RI� EXVLQHVVHV� EXW� RWKHULPSRUWDQW�JURXSV�LQ�WKH�FRPPXQLW\��LQFOXGLQJ�WKH�HOGHUO\�DQG�FKLOGUHQ��)LHOG�ZRUNHUVZRXOG�KHOS� WR�RUJDQLVH�PHHWLQJV�DQG�PDNH�SUHVHQWDWLRQV�DW� WKHP�� OLDLVH�GHWDLOV�ZLWKSURVSHFWLYH�KRVWV�DQG�SDUWLFLSDWH�LQ�WKH�ODXQFK�RI�D�QHZ�LQVWLWXWLRQ�
6XFK�SDLQVWDNLQJO\�JDWKHUHG� LQIRUPDWLRQ� FRQIHUUHG� ORZ� VHDUFK� FRVWV� DQG� GHHS�� ORFDONQRZOHGJH�EHQHILWV�IUHHO\�XSRQ�D�SURVSHFWLYH�KRVW�DQG�ZDV�LQVWUXPHQWDO�LQ�GHYHORSLQJEXVLQHVV� SODQV� PDWFKLQJ� WKH� NLQG� RI� VHUYLFHV� D� WRZQ� UHTXLUHG� ZLWK� DQ� DSSURSULDWHLQVWLWXWLRQ��QRUPDOO\��EXW�QRW�DOZD\V��D�IUHHVWDQGLQJ�FUHGLW�XQLRQ�EUDQFK��)RU�LQVWDQFH�D� FUHGLW� XQLRQ� DJHQF\� PLJKW� EH� VHW� XS� LQ� FRXQFLO� FKDPEHUV�� ZLWK� FRXQFLO� VWDIIFRQGXFWLQJ� FUHGLW� XQLRQ� EXVLQHVV� RQ� D� FRPPLVVLRQ� EDVLV�� $IWHU� ������ RWKHU�PRGHOVZHUH�GHYHORSHG�IRU�WKH�GHOLYHU\�RI�VHUYLFHV�LQ�DGGLWLRQ�WR�ILQDQFLDO�VHUYLFHV��7KHVH�DUHGLVFXVVHG�LQ�6HFWLRQ�%�
,W�ZDV� VRPHWLPHV�GLIILFXOW� WR� µVSRW¶� D� WRZQ�ZKHUH� D�&UHGLW&DUH� LQVWLWXWLRQ�PLJKW� EHDSSOLFDEOH�DQG��PRVW�LPSRUWDQWO\��YLDEOH�LQ�WKH�ORQJ�WHUP��EXW�QRUPDOO\�WKHUH�ZRXOG�EHVRPH�LQGLFDWRUV��1XPEHUV�DWWHQGLQJ�D�WRZQ�PHHWLQJ�DQG�UHVSRQVHV�WR�VXUYH\V�ZHUH�DJHQHUDO�JXLGH��EXW�QRW�DOZD\V��7KH� WLPLQJ�RI� WKH� LQWHUYHQWLRQ�ZDV� LPSRUWDQW�±� VRPH
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ORQJ�VXIIHULQJ� FHQWUHV�� FKDUDFWHULVHG� E\� D� JULP� UHVHQWPHQW�� RU� ZKHUH� DSDWK\� KDGJURZQ��RU�QHZ�EXVLQHVV�KDELWV�KDG�EHFRPH�HQWUHQFKHG��ZHUH�RIWHQ�LQIHUWLOH�JURXQG�IRU&UHGLW&DUH¶V�DFWLYLWLHV��6RPHWLPHV��&UHGLW&DUH�ZRXOG�GHFOLQH�WR�DVVLVW��QRW�FRQYLQFHGDQ� RSHUDWLRQ� ZRXOG� EH� YLDEOH�� RU� RIILFHUV� PLJKW� IDLO� WR� DWWUDFW� D� VXLWDEOH� KRVWLQVWLWXWLRQ��DQG�UHFRPPHQG�DOWHUQDWLYH�DFWLRQ��9HU\�RFFDVLRQDOO\��&UHGLW&DUH�RIILFHUVZRXOG�EH�UXQ�RXW�RI�WRZQ�E\�YHVWHG�LQWHUHVWV�
2YHU�WLPH��ILHOG�RIILFHUV�GHYHORSHG�D�µVL[WK�VHQVH¶�LQ�GLVFHUQLQJ�IDFWRUV�ZKLFK�PLJKWVXJJHVW�VXFFHVV�LQFOXGLQJ�
x FRKHVLYH�FRPPXQLW\�VSLULW�
x VXSSRUWLYH�FRXQFLO�
x JLIWHG�OHDGHUV�
x FRQILGHQFH�DQG�FRPPXQLW\�SULGHZKLFK�DWWUDFWV�DVVLVWDQFH�
x UHFRUG�RI�DFKLHYHPHQW�LQ�WKHFRPPXQLW\��VRFLDO�FDSLWDO��

x µFDQ�GR¶�DWWLWXGH�
x GHVLUH�WR�KDYH�FRQWURO�RI�RQH¶V�RZQGHVWLQ\�
x HWKRV�RI�VHOI�KHOS�
x DSSUHFLDWLRQ�RI�WKH�SDVW�
x SRVLWLYH�HFRQRPLF�RXWORRN��DQG
x D�YLVLRQ�IRU�WKH�IXWXUH�

x EDODQFHG�GHPRJUDSKLF�SURILOH�
*UDGXDOO\�WKH�GHYHORSPHQW�PRGHO�ZDV�UHILQHG�LQWR�IRXU�EDVLF�VWHSV�

6WHS�2QH� &RQWDFW�FRPPXQLW\�OHDGHUV�DQG�RU�WKH�&(2�RI�D�VKLUH�FRXQFLO�DQG�
x VHHN�VXSSRUW�IRU�PDNLQJ�D�SUHVHQWDWLRQ�RQ�&UHGLW&DUH�WR�D�PHHWLQJ�RIFRXQFLO��RU
x UHVSRQG�WR�D�UHTXHVW�IURP�FRPPXQLW\�UHSUHVHQWDWLYHV�ZKR�ZLVK&UHGLW&DUH�WR�ZRUN�RQ�EHKDOI�RI�WKHLU�FRPPXQLW\�

6WHS�7ZR��0HHW�ZLWK�WKH�FRPPXQLW\�WR�H[SODLQ�ZKDW�FUHGLW�XQLRQV�FRXOG�RIIHUDQG�&UHGLW&DUH¶V�UROH�
6WHS� 7KUHH�� 6XUYH\� WKH� FRPPXQLW\�FRPPXQLWLHV� WR� HVWDEOLVK� DV� SUHFLVHO\� DVSRVVLEOH� ZKDW� OHYHO� RI� VXSSRUW� WKH\�ZRXOG� JLYH� WR� DQ\� SURSRVHG� FUHGLW� XQLRQ



��

RSHUDWLRQ�� 7KLV� PLJKW� LQFOXGH� VHHNLQJ� DQ� µLQ� SULQFLSOH¶� FRPPLWPHQW� IURP� DFRXQFLO�DERXW�WKH�VXSSRUW�LW�ZRXOG�SURYLGH��ERWK�ILQDQFLDO�DQG�SUDFWLFDO�
6WHS�)RXU��8QGHUWDNH�DQ�HFRQRPLF�HYDOXDWLRQ�EDVHG�RQ�WKH�UHVXOWV�RI�WKH�VXUYH\DQG� UHSRUW� EDFN� WR� WKH� FRXQFLO�FRPPXQLW\� RQ� WKH� RSWLRQV� &UHGLW&DUH� VDZDYDLODEOH��7KHVH�FRXOG�LQFOXGH�

x HVWDEOLVKLQJ�D�FUHGLW�XQLRQ�DJHQF\�
x HVWDEOLVKLQJ�D�FUHGLW�XQLRQ�EUDQFK�
x ZRUNLQJ�ZLWK�WKH�FRPPXQLW\�WR�HVWDEOLVK�D�QHZ�FUHGLW�XQLRQ�
x DQ�HGXFDWLRQ�DQG�WUDLQLQJ�SURJUDP�RQ�()7326�DQG�WHOHSKRQHEDQNLQJ�

&UHGLW&DUH¶V� LQYROYHPHQW� GLG� QRW� HQG� ZLWK� ODXQFKLQJ� DQ� LQVWLWXWLRQ�� 7KH� WHDPFRQWLQXHG� WR� SURYLGH� RQ�JRLQJ� VXSSRUW� DQG� IROORZ� XS��PDLQWDLQLQJ� D� FORVH�ZRUNLQJSDUWQHUVKLS� ZLWK� LQVWLWXWLRQV� WKH\� KHOSHG� WR� VWDUW�� 7KH\� ZRXOG� UHWXUQ� WR� FHQWUHV� WRSUHSDUH�SURJUHVV�UHSRUWV��PDLQWDLQ�WZR�ZD\�FRPPXQLFDWLRQ��SURYLGH�VXSSRUW�DIIHFWLQJWKH�SURFHVV�RI�FKDQJH�DQG�IXUQLVK�ILQDQFLDO�DGYLFH�DQG�QHZ�LQIRUPDWLRQ��IRU�H[DPSOH�FRQFHUQLQJ� WKH� VXLWDELOLW\� RI� QHZ� ,7� V\VWHPV�� 7KH\� PLJKW� HQFRXUDJH� PDUNHWLQJLQLWLDWLYHV�� KHOS� WR� ILQG� VROXWLRQV� WR� SUREOHPV� EHWZHHQ� WKH� SDUWQHUV� DQG� HQFRXUDJHDGGLWLRQDO�FRPPXQLW\�VXSSRUW��:KHUH�UHTXLUHG��WUDLQLQJ�DQG�KHOS�ZLWK�DFFRXQWLQJ�DQGUHSRUWLQJ�SURFHGXUHV�DQG�LGHDV�IRU�FDPSDLJQ�VWUDWHJLHV�WR�DFKLHYH�DGGLWLRQDO�VHUYLFHVWDLORUHG� WR� D� FRPPXQLW\�ZHUH�PDGH� DYDLODEOH�� 7KH� WHDP� SDUWLFLSDWHG� LQ� GHYHORSLQJQHZ�SURGXFWV�DQG�VHUYLFHV�LQIRUPDWLRQ��LQFOXGLQJ�JXLGHV�WR�ORFDO�JRYHUQPHQW�OHQGLQJDQG� VHFXULW\�� GHDOLQJ� ZLWK� VPDOO� EXVLQHVV�� PDQDJLQJ� UHDO� HVWDWH� WUXVW� DFFRXQWV�DVVHVVLQJ� FRPPHUFLDO� OHQGLQJ� RSWLRQV� DQG� UXQQLQJ� MRLQW� PDUNHWLQJ� SURJUDPV� ZLWKSDUWQHUV�� &UHGLW&DUH� RIILFHUV� DOVR� IRVWHUHG� DQG�PDLQWDLQHG� FRQWDFW� ZLWK� /RFDO� $UHD&RPPLWWHHV��VHW�XS�LQ�PRVW�FHQWUHV�WR�FKDQQHO�ORFDO�LQSXW�LQWR�D�KRVW�LQVWLWXWLRQ��6RPHKRVWV�ZRXOG�WDNH�$UHD�&RPPLWWHH�DGYLFH�YHU\�VHULRXVO\�DQG�GHVLJQ�QHZ�SURGXFWV�IRUVSHFLILF�QHHGV��ZKLOH�RWKHUV�PLJKW�VLPSO\�IHHG�LQIRUPDWLRQ�LQWR�D�SRRO��WR�EH�KDQGOHGJHQHULFDOO\� E\� PLGGOH� PDQDJHPHQW�� ,Q� WKLV� ORRS� &UHGLW&DUH� ILHOG� ZRUNHUV� ZHUHSHUFHLYHG� WR� EH� QHXWUDO� SOD\HUV�� LPSDUWLDOO\� DVVLVWLQJ� D� FRQYHUVDWLRQ� EHWZHHQ� ORFDOPHPEHUV�� ORFDO� PDQDJHUV� DQG� D� KRVW� LQVWLWXWLRQ¶V� H[HFXWLYH�� &UHGLW&DUH� DOVRHVWDEOLVKHG� D� ZRUNLQJ� SDUW\� RI� UHSUHVHQWDWLYHV� IURP� VXSSRUWLQJ� FUHGLW� XQLRQV� WR
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FULWLTXH�WKH�SURJUDP¶V�SURFHVVHV�DQG�DFW�DV�D�µWKLQN�WDQN¶��7KHVH�KHOSIXO�LQWHUYHQWLRQVSURYLGHG�YLWDO�VXSSRUW�DQG�LQIRUPDWLRQ�IRU�QHZ�PDQDJHUV�LQ�WRZQV��VXSSRUWLQJ�VWDEOH�FRQILGHQW�JURZWK�
&UHGLW&DUH¶V�VXEWOH�DQG�UHVSRQVLYH�FRPPXQLW\�FHQWUHG�DSSURDFK�LQWURGXFHG� WR�PDQ\WRZQV�D�IDFLOLWDWLYH��µVHOI�KHOS¶�PHWKRG�RI�HFRQRPLF�GHYHORSPHQW��ZKLFK�FRPPXQLWLHVDFFXVWRPHG�WR�µORVLQJ¶�WR�RXWVLGH�IRUFHV�KDG�QRW�HQFRXQWHUHG�EHIRUH��DW�OHDVW�LQ�OLYLQJPHPRU\�� 7KH� WHFKQLTXH� KHOSHG� WR� EXLOG� WUXVW� DQG� EHFDPH� D� EHQFKPDUN� IRU� RWKHUFRPPXQLW\�FHQWUHG� SURJUDPV�� IRU� H[DPSOH� WKH�&RPPRQZHDOWK�*RYHUQPHQW¶V�5XUDO7UDQVDFWLRQ�&HQWUH�3URJUDP��GLVFXVVHG�LQ�3DUW�%��
��� 3DUWLFLSDWLQJ�&UHGLW�8QLRQV
1RWZLWKVWDQGLQJ� &UHGLW&DUH¶V� VRSKLVWLFDWHG� PHWKRGRORJ\�� RQO\� D� KDQGIXO� RI� FUHGLWXQLRQV�DFWXDOO\�SDUWLFLSDWHG�LQ�WKH�VFKHPH��&HUWDLQO\��VRPH�ZHUH�YHU\�HQWKXVLDVWLF�DQGZLOOLQJ�WR�FRQVLGHU�VSRQVRULQJ�D�EUDQFK�RU�DJHQF\�DQ\ZKHUH�WKHLU�ERQG�RI�DVVRFLDWLRQSHUPLWWHG��EXW��ILQDOO\��RQO\�VL[WHHQ�FUHGLW�XQLRQV�IRUPHG�SDUWQHUVKLSV�ZLWK� WRZQV��,QWKH�SUHYDLOLQJ�UHJXODWRU\�DQG�PDUNHW�FRQGLWLRQV��FUHGLW�XQLRQV�ZHUH�H[WUHPHO\�FDXWLRXVDQG�&UHGLW&DUH�ZDV�UHTXLUHG�WR�HVWDEOLVK�PHWLFXORXVO\�EH\RQG�DOO�UHDVRQDEOH�GRXEW�WKHYLDELOLW\� RI� D� SURSRVHG� EUDQFK� RU� DJHQF\�� 7KLV� ZDV� D� OHQJWK\� DQG� VRPHWLPHVIUXVWUDWLQJ�EXVLQHVV��&UHGLW�XQLRQV�SDUWLFLSDWLQJ�LQ�WKH�SURJUDP�RYHU�WLPH�LQFOXGHG�

1HZ�6RXWK�:DOHV��$OEXU\�0XUUD\�&UHGLW�8QLRQ��+ROLGD\�&RDVW�&UHGLW�8QLRQ�+RUL]RQ�&UHGLW�8QLRQ��1HZ�(QJODQG�&UHGLW�8QLRQ��2UDQD�&UHGLW�8QLRQ�� 3HHO9DOOH\�&UHGLW�8QLRQ��8SSHU�+XQWHU�&UHGLW�8QLRQ��:DJJD�0XWXDO�&UHGLW�8QLRQ�
4XHHQVODQG�� &UHGLW� 8QLRQ� $XVWUDOLD�� (OHFWULFLW\� &UHGLW� 8QLRQ�� 4XHHQVODQG&RXQWU\�&UHGLW�8QLRQ��4XHHQVODQG�7HDFKHUV¶�&UHGLW�8QLRQ�
9LFWRULD�� $GYDQWDJH� &UHGLW� 8QLRQ�� (QWHUSULVH� &UHGLW� 8QLRQ�� :$:� &UHGLW8QLRQ�
:HVWHUQ�$XVWUDOLD� 8QLWHG�&UHGLW�8QLRQ�
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$OWKRXJK� &UHGLW&DUH� ZDV� VHW� XS� WR� RSHUDWH� QDWLRQDOO\� DQG� DOO� ORFDO� JRYHUQPHQWVUHFHLYHG� LQIRUPDWLRQ� DERXW� LW��PRVW� DFWLYLW\�ZDV� FRQFHQWUDWHG� LQ�1HZ�6RXWK�:DOHV�4XHHQVODQG� DQG� 9LFWRULD�� 7KH� UHDVRQV� IRU� WKLV� DSSHDU� SULQFLSDOO\� WR� UHODWH� WR� WKHGLIIHUHQW�KLVWRULHV�DQG�SUHVHQFH�FUHGLW�XQLRQV�RFFXSLHG�LQ�YDULRXV�VWDWHV�DQG�WHUULWRULHVDQG�YDU\LQJ�OHYHOV�RI�LQWHUHVW��DQG�FDSDFLW\��LQ�FUHGLW�XQLRQ�PRYHPHQWV�LQ�WKH�VWDWHV�7KH�IDFW�UHPDLQHG��KRZHYHU��WKDW�WKH�QDWLRQDO�UHDFK�RI�WKH�SURJUDP�ZDV�OLPLWHG�
��� 7KH�&UHGLW�8QLRQ�µ'LIIHUHQFH¶
,Q� &UHGLW&DUH¶V� HDUO\� JURZWK� SKDVH� WKH� FRQYHQWLRQDO� FUHGLW� XQLRQ� PRGHO� RIIHUHGFRPPXQLWLHV�D�SUDFWLFDO�µIDFH�WR�IDFH¶�ILQDQFLDO�VHUYLFHV¶�DOWHUQDWLYH� WR� WUDYHOOLQJ�RXWRI� WRZQ� WR�FRQGXFW�EDQNLQJ��RU� WR� LPSHUVRQDO� WHFKQRORJ\��$OVR�� DQG� WKLV�ZDV� D� UHDOVSXU� LQ� WKH� HDUO\� GD\V�� E\� LQVWDOOLQJ� D� FUHGLW� XQLRQ�� FRPPXQLWLHV� FRXOG� H[WUDFWµUHYHQJH¶� IRU� D� EDQN¶V� EHWUD\DO� RI� D� WRZQ�� :KHWKHU� UHVSRQGLQJ� WR� D� FRPPXQLW\¶VUHTXHVW�IRU�DVVLVWDQFH�RU�LQLWLDWLQJ�D�SURMHFW��&UHGLW&DUH�LQVWLWXWLRQV�ZHUH�SHUFHLYHG�WREH� IULHQGO\� µFKDPSLRQV¶� ZKR� FDUHG� DERXW� SHRSOH� ILUVW� DQG� DERXW� DFKLHYLQJ� SURILWVVHFRQG�� &UHGLW� XQLRQV�ZHUH� FRQFHLYHG� RI� DV� µQRW� IRU� SURILWV¶� SURYLGLQJ� VHUYLFHV� IRUPHPEHUV��UDWKHU�WKDQ�µIRU�SURILWV¶�VLPSO\�VHOOLQJ�VHUYLFHV�WR�FXVWRPHUV�DQG�DEDQGRQLQJFRPPXQLWLHV�ZKHQ�SURILWV�IHOO�EHORZ�EHQFKPDUNV��,Q�VRPH�FRPPXQLWLHV��HYHQ�ZKHUHFUHGLW� XQLRQV�ZHUH� XQNQRZQ�� WKH� LQVWLWXWLRQV�ZHUH� LGHQWLILHG� DV� SDUW� RI� D� ORFDO� µFR�RSHUDWLYH¶�FXOWXUH��SDUW�RI�D�WUDGLWLRQDO�µFRXQWU\¶�ZD\�RI�SXOOLQJ�WRJHWKHU�WR�RYHUFRPHDGYHUVLW\��7KLV�ZDV�DOO� WKH�PRUH� UHPDUNDEOH� DV�PRVW�SDUWLFLSDWLQJ� FUHGLW� XQLRQV� KDGURRWV� LQ� XUEDQ� RU� LQGXVWULDO� VHWWLQJV� DQG� OLWWOH� RU� QR� H[SHULHQFH� LQ� VPDOO� WRZQV�&UHGLW&DUH�SURYLGHG�D�SODWIRUP�IRU�FR�RSHUDWLRQ� OLQNLQJ�FRPPXQLWLHV�DFURVV�FXOWXUDODQG�JHRJUDSKLF�GLYLGHV�
��� $�0XWXDO�(GXFDWLYH�3URFHVV
7KHVH� LQQRYDWLYH� XUEDQ�UXUDO� FR�RSHUDWLYH� UHODWLRQVKLSV� LQYROYHG� D� VRUW� RI� µPXWXDOHGXFDWLYH�SURFHVV¶��ZLWK�FRPPXQLW\�HGXFDWLQJ� LQVWLWXWLRQ�RQ�VHUYLFH�QHHGV�DQG� ORFDOFXOWXUDO�QRUPV�DQG�LQVWLWXWLRQ�HGXFDWLQJ�FRPPXQLW\�RQ�WKH�GLVFLSOLQHV�RI�FRPPHUFLDO
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UHDOLW\� DQG� WKH� UHVSRQVLELOLWLHV� RI� PHPEHUVKLS�� (DFK� PRXOGHG� WKH� EHKDYLRXU� RI� WKHRWKHU�WR�VRPH�GHJUHH��ZLWK�&UHGLW&DUH�SHUIRUPLQJ�DV�QHXWUDO�DJHQW�DQG�µJOXH¶�
6SHFLILFDOO\��D�FUHGLW�XQLRQ�ZDV�UHTXLUHG� WR�HGXFDWH�D�FRPPXQLW\�DERXW� WKH� UDQJH�RISURGXFWV� DQG� VHUYLFHV� DYDLODEOH�� WKH� SHFXOLDULWLHV� RI� FR�RSHUDWLYH� VWUXFWXUH�� WKHUHVSRQVLELOLWLHV� RI� PHPEHUVKLS� DQG� JLYH� DVVXUDQFHV� RI� VWDELOLW\� DQG� FRPPLWPHQW�6RPHWLPHV� WKH� µFR�RSHUDWLYH¶�PHVVDJH�ZDV� GLIILFXOW� WR� JHW� DFURVV�� WR� FRQYLQFH� QHZPHPEHUV�XQYHUVHG�LQ�VXFK�WKLQJV�WKDW�WKH\�ZHUH�DFWXDOO\�WKH�RZQHUV RI�DQ�LQVWLWXWLRQ�&UHGLW� XQLRQ� PDQDJHUV� DOVR� QHHGHG� WR� WDFWIXOO\� FRQYLQFH� D� FRPPXQLW\� WKDW� WKHLQVWLWXWLRQ� ZDV� QRW� D� FKDULW\� EXW� D� EXVLQHVV�� QRW� VLPSO\� D� FDVK� GLVSHQVHU�� DQG� ZDVXQDEOH� WR�UHVSRQG�WR�XQUHDVRQDEOH�GHPDQGV�� IRU�H[DPSOH�� ODUJH�FRLQ�H[FKDQJHV�QHDUFORVH� RI� EXVLQHVV�ZLWKRXW� SULRU� QRWLFH�� (TXDOO\��PDQDJHUV� WUDLQHG� LQ� WKH� UHDOLWLHV� RIFRPPHUFLDO� LPSHUDWLYHV� DQG� WDXJKW� WR� WKLQN� RI� WKH� LQWHUHVWV� RI� DOO PHPEHUV�� KDG� WRµGLVFLSOLQH¶� LQGLYLGXDOLVWLF� EHKDYLRXU�� IRU� H[DPSOH� LPSRVLQJ� OLPLWV� RQ� ORDQV� DQGLQVWLOOLQJ�D�VHQVH�RI�LQVWLWXWLRQDO�UHVSRQVLELOLW\��7KHUH�ZHUH�DOVR�UHJXODWRU\�FRQVWUDLQWVRQ� FUHGLW� XQLRQV� DQG� RFFDVLRQDOO\�� KHLJKWHQHG� FRPPXQLW\� H[SHFWDWLRQV� ZRXOG� EHGLVDSSRLQWHG�� HVSHFLDOO\� LQ� FHQWUHV� RI� SULPDU\� LQGXVWU\�� ZKHUH� FUHGLW� XQLRQV� KDGOLPLWHG�DSSOLFDWLRQ��VHH�SS��������������������
)RU�WKH�FRPPXQLW\¶V�SDUW��WRZQVSHRSOH�ZHUH�UHTXLUHG�WR�HGXFDWH�D�FUHGLW�XQLRQ�RQ�WKHILQDQFLDO� SURGXFWV� DQG� VHUYLFHV� UHTXLUHG� DQG� WKH� LQVWLWXWLRQ¶V� H[SHFWHG� UROH� LQ� WKHFRPPXQLW\��6RPHWLPHV��WKLV�GLG�QRW�VLW�HDVLO\�ZLWK�D�FUHGLW�XQLRQ¶V�IXQFWLRQV��ZKLFKFRXOG� QRW� EH� HYHU\WKLQJ� WR� HYHU\RQH��2Q� WKH� RWKHU� KDQG�� LW�ZDV� XQZLVH� IRU� D� FUHGLWXQLRQ�QRW�WR�FKDQJH�WKH�UDQJH�RI�SURGXFWV�DQG�VHUYLFHV�DYDLODEOH�LQ�UHVSRQVH�WR�DOWHUHGORFDO� GHPDQG�� )RU� H[DPSOH�� FRPPXQLW\� IHHGEDFN� WKURXJK� D� /RFDO� $UHD�&RPPLWWHHPLJKW�VHH�WKH�H[WHQVLRQ�RI�RSHQLQJ�KRXUV�DQG�WKH�LQWURGXFWLRQ�RI�QHZ�VHUYLFHV��VXFKDV� DQ� $70��� HYHQ� WKRXJK� WKHVH�� VWULFWO\� VSHDNLQJ�� PLJKW� EH� GLIILFXOW� WR� MXVWLI\FRPPHUFLDOO\� ±� WKH� QHHGV� RI� PHPEHUV� ZRXOG� SUHYDLO� RYHU� WH[WERRN� HFRQRPLFV�7RZQVIRON� UHVSHFWHG� WKDW� DQG�PHPEHU�RZQHG� LQVWLWXWLRQV� LJQRUHG� ORFDO� LQIOXHQFH� DWWKHLU�SHULO�
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��� $�&R�RSHUDWLRQ�RI�'HPRFUDWLF�3DUWQHUV
,W� LV� LQWHUHVWLQJ� WR� QRWH� LQ� WKLV� FRQWH[W� WKDW� &UHGLW&DUH¶V� &RPPRQZHDOWK�&86&$/SDUWQHUV�� DQG� WKH� VWDWH� JRYHUQPHQWV�� FRXQFLOV� DQG� µKRVW¶� LQVWLWXWLRQV� ZKLFK� KHOSHGWKHP�� ZHUH� DOO� GHPRFUDWLF� LQVWLWXWLRQV� LQ� WKH� EXVLQHVV� RI� SURYLGLQJ� VHUYLFHV� WRFRQVWLWXHQFLHV� RQ� D� RQH�SHUVRQ�� RQH�YRWH� EDVLV�� ,Q� WKLV� WKHRUHWLFDO� IUDPHZRUN�&UHGLW&DUH� SDUWQHUVKLSV� ZHUH� µQDWXUDO¶� UHODWLRQVKLSV� LQ� ZKLFK� FRPPXQLWLHV� FRXOGPRGHUDWH� WKH� EHKDYLRXU� RI� RWKHU� VWDNHKROGHUV� WKURXJK� WKH� H[HUFLVLQJ� RI� D� YRWH�7KURXJK�&UHGLW&DUH��FRPPXQLWLHV�ZHUH�HPSRZHUHG�LQ�VRPH�VPDOO�EXW�GLUHFW�ZD\� WRGHDO�ZLWK�DQ�RYHUDUFKLQJ�VHQVH�RI�SRZHUOHVVQHVV�WKHQ�DIIOLFWLQJ�WRZQVKLSV�ZHDWKHULQJWKH�H[WUHPHV�RI�HFRQRPLF�UDWLRQDOLVW�SROLFLHV��7KLV�PHDQW�VRPHWKLQJ�WR�FRPPXQLWLHVXVHG� WR� µORVLQJ¶�� $W� D� SUDFWLFDO� OHYHO�� GHFLVLRQV� UHDFKHG� E\� &UHGLW&DUH� LQVWLWXWLRQV�ZKLFK�ZHUH�XOWLPDWHO\�EXVLQHVV�UHODWHG��FRXOG�FRQFHLYDEO\�DFFRPPRGDWH�FRPPXQLW\DVSLUDWLRQV�� PRUH� VR� WKDQ� D� SXUHO\� SURILW�VHHNLQJ� PRGHO�� ,QGHHG�� WKHUH� LV� VRPHDQHFGRWDO�HYLGHQFH�RI�WKLV��0DQDJHUV�LQWHUYLHZHG�IRU�WKLV�VWXG\�REVHUYHG�WKDW�EXVLQHVVGHFLVLRQV� LQ�ZKLFK� WKH\�ZHUH� LQYROYHG�ZHUH�QRW� DOZD\V�HFRQRPLFDOO\� µUDWLRQDO¶� �IRUH[DPSOH��D�SURGXFW�LQ�D�WRZQ�UHDOO\�WRR�VPDOO�WR�VXVWDLQ�WKLV��DQG�FRXOG�SURGXFH�VRPHµKHDUWDFKH¶�EHWZHHQ� WKH�SDUWQHUV�DQG� WDNH� ORQJHU� WR� UHDFK� WKDQ�PDQDJHPHQW�ZLVKHG�,QGHHG��FUHGLW�XQLRQ�KLVWRU\�DPSO\�LOOXVWUDWHV�WKH�VORZQHVV�RI�YLWDO�EXVLQHVV�GHFLVLRQVDUULYHG�DW�GHPRFUDWLFDOO\�DQG�KRZ�WKH�SURFHVV�FDQ�EH�HPRWLYH�DQG�SURGXFH�XQRUWKRGR[UHVXOWV�EXW��HTXDOO\��KLVWRU\�VXJJHVWV�WKDW�GHFLVLRQV�VR�DUULYHG�DW�KDYH�D�KLJK�OLNHOLKRRGRI�EHLQJ�ERWK�FXOWXUDOO\�DSSURSULDWH�DQG HFRQRPLFDOO\�YLDEOH�� ,W� LV� UHDVRQDEOH� WR� VD\WKDW� WKH� EOHQGLQJ� RI� HFRQRPLF� LPSHUDWLYHV� DQG FRPPXQLW\� DVSLUDWLRQV� DFKLHYDEOHWKURXJK� WKH�&UHGLW&DUH� SURJUDP�� VR� HPSRZHULQJ� FRPPXQLWLHV�� LVVXHG� IURP� WKH� IDFWWKDW� D� FUHGLW� XQLRQ� LV� D� GHPRFUDWLF� µVHOI�KHOS¶� LQVWLWXWLRQ� ZKRVH� SULPDU\� SXUSRVH� LVVHUYLFH� WR� PHPEHU�RZQHUV�� QRW� SURILW� LQ� SXUVXLW� RI� VHOI�LQWHUHVW�� ,Q� WKLV� ZD\�&UHGLW&DUH¶V�PHWKRGV�DQG�WKH�LQVWLWXWLRQDO�PRGHO�XQGHUSLQQLQJ�WKH�SURJUDP�LQ�LWV�ILUVWVWDQ]D� RI� JURZWK� VLPXOWDQHRXVO\� HQULFKHG� D� FRPPXQLW\¶V� HFRQRPLF�� VRFLDO� DQGGHPRFUDWLF�WUDGLWLRQV�
7KHUH�PD\�EH� DQRWKHU�KLVWRULFDO� VHQVH� LQ�ZKLFK�&UHGLW&DUH� HQULFKHG� WKH� GHPRFUDWLFIDEULF�� :KLOH� QR� IRUPDO� FRQYRFDWLRQ� RI� VWDNHKROGHUV� H[LVWHG�� DSDUW� IURP� WKH&RPPRQZHDOWK�&86&$/� MRLQW� LQLWLDWLYH� ERDUG�� &UHGLW&DUH¶V� LQIRUPDO� QHWZRUN� RI
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SDUWQHUVKLSV� ZDV� UHGROHQW� RI� WKDW� HOXVLYH� GUHDP� RI� WKH� $XVWUDOLDQ� FR�RSHUDWLYHPRYHPHQW�±�D�µ&R�RSHUDWLYH�8QLRQ¶�RI�GHPRFUDWLF�LQVWLWXWLRQV�MRLQHG�LQ�DQ�HTXLWDEOHµ&R�RSHUDWLYH� &RPPRQZHDOWK¶�� 7KHUH� LV� QR� VXJJHVWLRQ� WKDW� WKLV� ZDV� GHOLEHUDWH�KRZHYHU��RQO\� WKDW� WKH� IHLQW�RXWOLQH�RI� WKH�FKLPHUD� H[LVWHG�� WKRXJK�VFDUFHO\� JXHVVHGDW��
��� 7UXVW��$OOLDQFHV�DQG�&RPPXQLW\�,QYHVWPHQWV
,Q� DGGLWLRQ� WR� VWDWH� DQG� ORFDO� JRYHUQPHQWV� DQG� FUHGLW� XQLRQV�� &UHGLW&DUH� IRUJHGDOOLDQFHV� DQG� SURGXFWLYH� ZRUNLQJ� UHODWLRQVKLSV� ZLWK� D� ZLGH� UDQJH� RI� HQWLWLHV�LQFOXGLQJ�
x EXVLQHVV�JURXSV�DQG�WKH�&KDPEHURI�&RPPHUFH�
x IDUPHU�DQG�SURIHVVLRQDO�DVVRFLDWLRQV�
x SDUHQWV�DQG�FLWL]HQV�DVVRFLDWLRQV�
x WRXULVW�FOXE�DQG�SURJUHVV�DVVRFLDWLRQV�
x GHSDUWPHQWV�DQG�JRYHUQPHQWDJHQFLHV��H�J��&HQWUH/LQN�
x SROLWLFLDQV�DQG�EXUHDXFUDWV�

x ORFDO�GHYHORSPHQW�DXWKRULWLHV�
x RWKHU�QRQ�EDQN�ILQDQFLDO�LQVWLWXWLRQV�LQFOXGLQJ�EXLOGLQJ�VRFLHWLHV�
x 3ULPDU\�,QGXVWU\�%DQN�RI�$XVWUDOLD�5DER%DQN���DQG
x PDMRU�EDQNV�DQG�UHJLRQDO�EDQNV�

1RQH� RI� WKHVH� UHODWLRQVKLSV� ZRXOG� KDYH� EHHQ� SRVVLEOH� ZLWKRXW� WKH� LQWHUYHQWLRQ� RIJLIWHG� DQG� DVWXWH� &UHGLW&DUH� ILHOG� RIILFHUV�� $V� QRWHG� DERYH�� WKHUH�ZDV� QR� µEODQNHW¶DSSURDFK� �� QR� WZR� FRPPXQLWLHV� ZHUH� LGHQWLFDO��:KDW� VXFFHHGHG� VRPHZKHUH� FRXOGZHOO�EH�LQDSSURSULDWH�LQ�DQRWKHU�FHQWUH��,QGHHG��PDQ\�FRPPXQLWLHV�ZHUH�YHU\�FDXWLRXVDW� ILUVW� DERXW� &UHGLW&DUH¶V� LQWHUYHQWLRQ�� PDGH� F\QLFDO� E\� ELWWHU� H[SHULHQFH� ZLWKRXWVLGHUV� µEHDULQJ� JLIWV¶�� 7\SLFDOO\�� WKLV� ZRXOG� FRQYHUW� WR� HQWKXVLDVP� RQFH� DFRPPXQLW\� FDPH� WR� UHDOLVH� WKDW� &UHGLW&DUH� ZDV� DFWXDOO\� JRLQJ� WR� GR� VRPHWKLQJSUDFWLFDO� WR� DVVLVW� LQ� VROYLQJ� SUREOHPV�� DQG� WUXVW� JUHZ�� YLWDO� LQ� VHFXULQJ� FRPPXQLW\LQYHVWPHQWV��ZKLFK�LQFOXGHG�
� 'LVFXVVLRQ�0DUN�*HQRYHVH��*HUU\�&ROOLQV��$DINH�%DUNODQG�*DU\�/HZLV�3HRSOH�%HIRUH�3URILW��7KH&UHGLW�8QLRQ�0RYHPHQW�LQ�$XVWUDOLD��:DNHILHOG�3UHVV�������
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x µSHSSHUFRUQ¶�RU�IUHH�UHQW�SURYLGHG�E\�UHVLGHQWV��EXVLQHVVHV��HPSOR\HUV��FRXQFLOV�ZHOO�ZLVKHUV�RU�FRPPXQLW\�JURXSV�
x VKDUHG�SUHPLVHV�H�J��JRYHUQPHQW�DJHQFLHV��FRXQFLO�FKDPEHUV��FRPPXQLW\�FHQWUHV�VWRUHV�
x GRQDWLRQV�RI�YROXQWHHU�ODERXU��PDWHULDOV��H[SHUWLVH�DQG�RWKHU�FRQWULEXWLRQV�LQ�FDVKRU�NLQG�
x MRE�VKDULQJ� DUUDQJHPHQWV� RU� FRPPXQLW\�VHUYLFH� SDUWQHUVKLSV� H�J�� ORFDOSURIHVVLRQDOV� IRUPLQJ� D� µFRPPXQLW\� VHUYLFH� SDUWQHUVKLS¶� WR� UXQ� D� FUHGLW� XQLRQIDFLOLW\�
x XQGHUWDNLQJV� WR� GLUHFW� EXVLQHVV� WKURXJK� RU� PDNH� GHSRVLWV� RU� OLQHV� RI� FUHGLWDYDLODEOH�WR�D�FUHGLW�XQLRQ�
x ORFDO� HPSOR\HUV� XQGHUZULWLQJ� HVWDEOLVKPHQW� FRVWV� RU� DJUHHLQJ� WR� XQGHUZULWH� DFUHGLW�XQLRQ¶V�ORVVHV�LQ�LWV�HVWDEOLVKPHQW�SKDVH�
x D�VWDWH�JRYHUQPHQW��4XHHQVODQG��ZLOOLQJ�WR�HQWHU�LQWR�D�FRPPHUFLDO�DUUDQJHPHQWZLWK� FUHGLW� XQLRQV� WR� FUHDWH� D� µRQH�VWRS�VKRS¶� IRU� JRYHUQPHQW� DQG� ILQDQFLDOVHUYLFHV��DQG
x OREE\LQJ�WR�UHPRYH�UHJXODWRU\�LPSHGLPHQWV�DIIHFWLQJ�FUHGLW�XQLRQ�RSHUDWLRQV�
��� (DUO\�6XFFHVVHV����������
:KDW�EHJDQ�DV�WULFNOH�RI�LQWHUHVW�GHYHORSHG�LQWR�D�IORRG��SDUWLFXODUO\�LQ�WKH�VHFRQG�KDOIRI� ������ ZKHQ� RYHU� WKLUW\� UXUDO�EDQN� EUDQFKHV� ZHUH� FORVHG� LQ� WKH� VSDFH� RI� D� IHZZHHNV�� $OO� VHFWLRQV� RI� WKH� PHGLD� ZHUH� QRZ� ZLGHO\� UHSRUWLQJ� RQ� &UHGLW&DUH¶VVXFFHVVHV�� :KLOH� SUHYLRXVO\� FRQWDFWV� ZLWK� FRPPXQLWLHV� KDG� EHHQ� RQ� D� µFROG� FDOO¶EDVLV�� FRPPXQLWLHV� ZHUH� FRQWDFWLQJ� &UHGLW&DUH� LQ� QXPEHUV�� )RU� PXFK� RI� ����� WKH&UHGLW&DUH� WHDP�ZDV� OLWHUDOO\� UXQ�RII� LWV� IHHW� DV� FRPPXQLW\� DIWHU� FRPPXQLW\� VRXJKWDVVLVWDQFH� DQG� LW� ZDV� QHFHVVDU\� WR� SULRULWLVH� DQG� FRQILQH� HIIRUWV� WR� WRZQV� ZLWK� WKHJUHDWHVW� QHHG� DQG� SURVSHFW� RI� D� µKRVW¶� DFKLHYLQJ� YLDELOLW\�� ,QHYLWDEO\�� VRPHFRPPXQLWLHV� IDFHG� GHOD\V� LQ� UHFHLYLQJ� DWWHQWLRQ� DQG�ZHUH� GLVDSSRLQWHG�� 'LVFXVVLRQEHORZ�FRQVLGHUV�VRPH�KLJKOLJKWV�RI�WKLV�IORXULVKLQJ�SHULRG�
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x *HRUJHWRZQ
,Q�0DUFK������&UHGLW&DUH�VFRUHG�D�PDMRU�VXFFHVV�LQYROYLQJ�FRXQFLOV�ZKHQ�D�EUDQFKRI�WKH�&DLUQV�EDVHG�(OHFWULFLW\�&UHGLW�8QLRQ��(&8��ZDV�RSHQHG�LQ� WKH�RIILFHV�RI� WKH(WKHULGJH� 6KLUH� &RXQFLO� LQ� *HRUJHWRZQ� �SRSXODWLRQ� ����� LQ� IDU� QRUWK� 4XHHQVODQG�7KLV� IDFLOLW\� H[LVWHG� WR� VHUYLFH� WKH� *HRUJHWRZQ�� (LQDVOHLJK�� 0RXQW� 6XUSULVH� DQG)RUVD\WK�UHJLRQV��&UHGLW&DUH�ILHOG�ZRUNHUV�KDG�HDUOLHU�FRQWDFWHG�WKH�UHOHYDQW�FRXQFLOVWR�DVFHUWDLQ�WKH�FRPPXQLW\¶V�ILQDQFLDO�QHHGV��$�PHHWLQJ�ZLWK�FRPPXQLW\�OHDGHUV�DQGFRXQFLOORUV� IROORZHG� DV� ZHOO� DV� D� SXEOLF� PHHWLQJ� ZKLFK� XQDQLPRXVO\� VXSSRUWHG� DVXUYH\�RI� UHVLGHQWV�� ,Q�1RYHPEHU�&UHGLW&DUH� ILHOG�ZRUNHUV� VXUYH\HG� WKH�FRPPXQLW\DQG�D�EXVLQHVV�SODQ�ZDV�GHYHORSHG�DQG�SUHVHQWHG�WR�WKH�FRXQFLO�DQG�WKH�FUHGLW�XQLRQ�7KLV�ZDV�DFFHSWHG�LQ�SULQFLSOH�DQG�WKH�FRXQFLO�DSSURYHG�WKH�SODQ�EXW�WKH�ZHW�VHDVRQWHPSRUDULO\�LQWHUUXSWHG�SURJUHVV��)ROORZLQJ�WKLV�GHOD\�WKH�FUHGLW�XQLRQ�ERDUG�DFFHSWHGWKH� SURSRVDO� DQG� D� EUDQFK� RSHQHG�� /DWHU�� ERWK� FUHGLW� XQLRQ� DQG� WRZQ� OLEUDU\� ZHUHKRXVHG� LQ� D� IRUPHU�EDQN�EXLOGLQJ��ZLWK� WKH� FUHGLW� XQLRQ�PDQDJLQJ� WKH� OLEUDU\��RSHQILYH�GD\V�D�ZHHN��&UHGLW&DUH¶V�VXFFHVV�LQ�EURNHULQJ�WKLV�DUUDQJHPHQW�JUHDWO\�ERRVWHGWKH�WHDP¶V�FRQILGHQFH��
x :HUULV�&UHHN
:KHQ� LQ� ����� WKH� ODVW� EDQN� FORVHG� LQ�:HUULV� &UHHN�� D� FRPPXQLW\� RI� ������ SHRSOHVRPH�����NLORPHWUHV�VRXWK�RI�7DPZRUWK�LQ�QRUWKHUQ�1HZ�6RXWK�:DOHV��RQH�WKLUG�RIWKH�SRSXODWLRQ�UHEHOOHG�DJDLQVW�WKH�FORVXUH��7KH\�GHSRVLWHG�PRUH�WKDQ����PLOOLRQ�ZLWKD�QHZ�3HHO�9DOOH\�&UHGLW�8QLRQ�EUDQFK�LQ�WKH�WRZQ�UDWKHU�WKDQ�WUDQVIHU�DFFRXQWV�WR�WKHEDQN¶V� EUDQFKHV� LQ� RWKHU� WRZQVKLSV�� :LWKLQ� D� PRQWK� WKH� FUHGLW� XQLRQ� KDG� ���PHPEHUV�������PLOOLRQ�LQ�GHSRVLWV�DQG����������LQ�ORDQV��7KH�GHYHORSPHQW�KDG�EHJXQLQ�)HEUXDU\�ZKHQ�D�&UHGLW&DUH�ILHOG�RIILFHU�FRQWDFWHG�WKH�KHDG�RI�WKH�ORFDO�(FRQRPLF'HYHORSPHQW� $VVRFLDWLRQ� DIWHU� KHDULQJ� RI� WKH� FORVXUH�� 'LVFXVVLRQV� ZLWK� WKH� ORFDOPHPEHU�DQG�WZR�FRXQFLOORUV�IURP�3DUU\�6KLUH�ZKR�OLYHG�LQ�WKH�:HUULV�&UHHN�DUHD�OHGWR�D�SXEOLF�PHHWLQJ��ZKLFK�GHFLGHG� WKDW�D� VXUYH\�VKRXOG�EH�GLVWULEXWHG� WR�GHWHUPLQHVXSSRUW�IRU�D�FUHGLW�XQLRQ��$�VXUYH\�ZDV�GLVWULEXWHG�WR�:HUULV�&UHHN�UHVLGHQWV�DQG�WKHUHVSRQVH�ZDV� SRVLWLYH��$� SURSRVDO�ZDV� SUHSDUHG� DQG� WKH�&UHGLW&DUH� WHDP�PHW�ZLWK
� &UHGLW&DUH�7KLUG�5HSRUW -XO\������



��

FUHGLW�XQLRQV�LQ�7DPZRUWK�DQG�3HHO�9DOOH\�WR�RXWOLQH�WKH�VLWXDWLRQ�DQG�JDWKHU�VXSSRUW�,Q� 0DUFK� WKH� ILQDO� SURSRVDO� ZDV� SUHVHQWHG� WR� WKH� 3HHO� 9DOOH\� &UHGLW� 8QLRQ� DW� DVSHFLDOO\�FRQYHQHG�FRXQFLO�PHHWLQJ�DQG�MRLQWO\�HQGRUVHG�
x 0XQJLQGL
:KHQ�&UHGLW&DUH�DSSURDFKHG�WKH�1HZ�(QJODQG�&UHGLW�8QLRQ��1(&8�� LQ�-XO\������DERXW� VHWWLQJ� XS� D� EUDQFK� DW�0XQJLQGL�� WKH� IXWXUH� DW� ILUVW� ORRNHG� EULJKW�� 7KH� FUHGLWXQLRQ¶V�JHQHUDO�PDQDJHU�FRQILUPHG�KLV�LQWHUHVW�DQG�����UHVLGHQWV�SOHGJHG�VXSSRUW�DW�DSXEOLF� PHHWLQJ� LQ� WKH�0RUHH� 3ODLQV� 6KLUH� &RXQFLO�� &UHGLW&DUH� FRQGXFWHG� D� VXUYH\SURGXFLQJ�RYHU����� UHVSRQVHV�� D� YHU\�KLJK� UDWH��$�GUDIW� VXEPLVVLRQ�ZDV� VHQW� WR� WKHFUHGLW� XQLRQ� DQG� WKH� ORFDO�PHGLD� UDQ� VWRULHV� KHUDOGLQJ� WKH� HVWDEOLVKPHQW� RI� D� FUHGLWXQLRQ� EUDQFK�� 1(&8� XQH[SHFWHGO\� UHMHFWHG� WKH� VXEPLVVLRQ� EHFDXVH� RI� D� KHDY\ZRUNORDG� DVVRFLDWHG� ZLWK� UHJXODWRU\� FKDQJHV� DQG� WKH� UHFHQW� RSHQLQJ� RI� D� EUDQFKHOVHZKHUH�� 6XEPLVVLRQV� WR� WZR� RWKHU� FUHGLW� XQLRQV� ZHUH� DOVR� GHFOLQHG�� FLWLQJ� WKHWRZQ¶V�UHPRWHQHVV��&UHGLW&DUH��ZLWK�EDFNLQJ�IURP�ORFDO�VWDWH�DQG�IHGHUDO�PHPEHUV�RISDUOLDPHQW��DJDLQ�FRQWDFWHG�1(&8�XUJLQJ� WKHP�WR� UHFRQVLGHU�� ,Q�D�VKRZ�RI�VXSSRUW�DERXW�HLJKW\�0XQJLQGL�UHVLGHQWV� WUDYHOOHG�WR�0RUHH�WR�RSHQ�DFFRXQWV�ZLWK� WKH�FUHGLWXQLRQ��1(&8�SHUVRQQHO�WKHQ�PHW�ZLWK�0XQJLQGL¶V�EXVLQHVV�FRPPXQLW\�DQG�DIWHU�WKHORFDO�EDNHU�RIIHUHG�WKH�IRUPHU�EDQN�EXLOGLQJ��ZKLFK�KH�KDG�UHFHQWO\�SXUFKDVHG��WR�WKHFUHGLW� XQLRQ� DW� D� UHDVRQDEOH� UHQWDO�� WKH� FUHGLW� XQLRQ� DFFHSWHG�� ,Q� 'HFHPEHU�� WKH0XQJLQGL� EUDQFK� RI� WKH�1HZ�(QJODQG�&UHGLW�8QLRQ� RSHQHG� LWV� GRRUV� �WKUHH� GD\V� DZHHN����)RU�IXUWKHU�GLVFXVVLRQ��VHH�3DUW�7KUHH��SS������
x 'HOHJDWH
,Q�6HSWHPEHU������3LFFRO�&RPPXQLW\�&UHGLW�8QLRQ�� WKHQ�WKH�ODUJHVW�FUHGLW�XQLRQ� LQ9LFWRULD�� RSHQHG� D� EUDQFK� LQ� WKH� VRXWKHUQ� 1HZ� 6RXWK� :DOHV� WRZQ� RI� 'HOHJDWH�SRSXODWLRQ��WKHQ�������VHYHQ�PRQWKV�DIWHU�WZR�EDQNV�PRYHG�RXW��:KHQ�WKH�'HOHJDWHFRPPXQLW\�OHDUQHG�WKDW�RQH�EDQN��ZKLFK�KDG�IXQFWLRQHG�LQ�WKH�WRZQ�VLQFH�WKH�����V�ZDV�FORVLQJ��LW�ZDV�VHHQ�DV�WKH�µILQDO�VWUDZ¶��3HRSOH�ZHUH�DQJU\�DQG�XSVHW��&DXJKW�LQ�DSURWUDFWHG� GURXJKW� ZLWK� ZRRO� SULFHV� FROODSVLQJ�� WKH� WLPEHU� LQGXVWU\� LQ� GHFOLQH�� WKHIXWXUH�RI�WKH�SRVW�RIILFH�LQ�GRXEW�DQG�IDPLOLHV�OHDYLQJ��WRZQ�PRUDOH�SOXQJHG��%XVLQHVV



��

EHJDQ�GUDLQLQJ� WR�%RPEDOD�ZLWK�SHRSOH� WUDYHOOLQJ� WKH� WKLUW\�HLJKW� NLORPHWUHV� WR� WKDWODUJHU�WRZQ�IRU�EDQNLQJ�DQG�VKRSSLQJ�
&UHGLW&DUH�)LHOG�2IILFHU�&DWK\�)RUWHVFXH�FRQWDFWHG�WKH�'HOHJDWH�3URJUHVV�$VVRFLDWLRQ�'3$��RIIHULQJ�WR�KHOS��0HPEHUV�RI�WKH�'3$�DVVLVWHG�ZLWK�D�&UHGLW&DUH�PDLO�RXW� WRJDXJH� LQWHUHVW�� ZKLFK� ZDV� UHSRUWHG� E\� WKH� WHOHYLVLRQ� SURJUDP� &XUUHQW� $IIDLU�� 7KHFRPPXQLW\�ZDV�GLYLGHG� RQ� WKH� SURJUDP¶V� WUHDWPHQW� �WKH� µGRZQ� DQG� RXW¶� WRZQ�� DQGVRPH� UHVLGHQWV�ZHUH� FRQFHUQHG�DERXW� LQVWLWXWLRQDO� VWDELOLW\� �SRLQWLQJ� WR� WKH�3\UDPLG%XLOGLQJ� 6RFLHW\� FROODSVH� LQ� ������� EXW� &UHGLW&DUH¶V� &DWK\� )RUWHVFXH� DGGUHVVHG� DZHOO�DWWHQGHG� SXEOLF� PHHWLQJ�� 7KHUH� ZDV� JUHDW� GLVDSSRLQWPHQW�� KRZHYHU�� ZKHQ� WKH&RRPD�EDVHG� 6QRZ\�0RXQWDLQV�&UHGLW�8QLRQ� GHFOLQHG� WKH� LQYLWDWLRQ� WR� HVWDEOLVK� DEUDQFK��0RUH�PHHWLQJV�ZHUH�KHOG��'3$�PHPEHUV�GUXPPHG�VXSSRUW�DQG�SODFHG�VLJQVLQ�ZLQGRZV��µ'R�\RX�ZDQW�\RXU�WRZQ�WR�VXUYLYH"¶�%\�QRZ��SHRSOH�ZHUH�JURZLQJ�WLUHGRI�WUDYHOOLQJ�WR�%RPEDOD�DQG�ZHUH�OLVWHQLQJ��3LFFRO�&UHGLW�8QLRQ�VHQW�UHSUHVHQWDWLYHVDQG�IXUWKHU�PHHWLQJV�ZHUH�KHOG�LQ�WKH�&RXQWU\�&OXE��3LFFRO�DJUHHG�WR�RSHQ�D�EUDQFK�LI���PLOOLRQ�RI�EXVLQHVV�FRXOG�EH�JXDUDQWHHG�ZLWKLQ�WZHOYH�PRQWKV��6XSSRUW�ZDV�IRXQGLQ� VHYHQ� ZHHNV�� $� '3$� GHSXWDWLRQ� RI� WKLUW\� YHU\� GHWHUPLQHG� UHVLGHQWV�� PDLQO\ZRPHQ��FURZGHG�LQWR�WKH�VPDOO�%RPEDOD�&RXQFLO�FKDPEHUV�µSHUVXDGLQJ¶�FRXQFLOORUVWR�LQYHVW�DERXW��������WRZDUGV�WKH�FUHGLW�XQLRQ¶V�VWDUW�XS�FRVWV��:UHVWOLQJ�ZLWK�D�ODUJHGHEW�DQG�ZUDFNHG�E\� LQWHUQDO�SROLWLFV�DQG�SHUVRQDOLW\� LVVXHV�� WKLV�ZDV�QRW� VR�HDV\� WRDFKLHYH��EXW�UHVLGHQWV�JRW�WKHLU�ZD\��7KH�FUHGLW�XQLRQ�WKHQ�DUUDQJHG�DSSRLQWPHQWV�ZLWKUHVLGHQWV� WR�RSHQ�DFFRXQWV��$ERXW����SHU�FHQW�RI� WKH� ORFDO�FRPPXQLW\�FRPPLWWHG� WRWKH�QHZ�ILQDQFLDO�VHUYLFH��
$�ORFDO�ZRPDQ�ZKR�KDG�ERXJKW� WKH�ROG�EDQN�EXLOGLQJ�DJUHHG� WR� UHQW� LW� WR� WKH�FUHGLWXQLRQ� DW� D� UHDVRQDEOH� UHQWDO�� $� ZRUNLQJ�EHH� RI� DERXW� WKLUW\� SHRSOH� ZDV� RUJDQLVHG�SDLQWLQJ�DQG�UHIXUELVKLQJ�WKH�SUHPLVHV�DQG�GLJJLQJ�WUHQFKHV�WR�LQVWDOO�FRPPXQLFDWLRQFDEOHV��$� ORFDO� VLJQ�ZULWHU�SURXGO\�SDLQWHG� WKH�FUHGLW�XQLRQ¶V�QDPH�RQ� WKH�ROG�EDQNEXLOGLQJ�

� %RPEDOD�7LPHV� ���$XJXVW������



��

7KH�RSHQLQJ�GD\�LQ�6HSWHPEHU������ZDV�RQH�RI�WKH�FROGHVW�LQ�PHPRU\��1HYHUWKHOHVV�D�ELJ� WXUQ�RXW�RI�PRUH�WKDQ�����SHRSOH�DWWHQGHG��7KH�FRPPXQLW\�EURNH�RXW� LQ�VRQJ�VLQJLQJ�µ)RU�VKH¶V�D�MROO\�JRRG�IHOORZ¶�WR�&DWK\�)RUWHVFXH��7KH�VFKRRO�FDSWDLQV�KHOG�DULEERQ�DV�'3$�3UHVLGHQW�1DWDOLH�$UPVWURQJ�FXW�WKURXJK�LW��V\PEROLVLQJ�WKDW�WKH�FUHGLWXQLRQ�ZDV� RSHQ� DQG� EHORQJHG� WR� WKH� FRPPXQLW\��6FKRRO� FKLOGUHQ� VDQJ� WKH� QDWLRQDODQWKHP� DQG� µ:H� $UH� $XVWUDOLDQ¶� DQG� ZHUH� SUHVHQWHG� ZLWK� SUL]HV� �FUHGLW� XQLRQDFFRXQWV��IRU�WKH�EHVW�SRVWHU�FRPSHWLWLRQ��7KH�FRXQFLO�SUHVHQWHG�WKH�FKHTXH�IRU�������DQG�SROLWLFLDQV�SHUIRUPHG��6DPSOH�EDJV�ZHUH�GLVWULEXWHG��ZLWK�PRQH\� VDYLQJ�ER[HV�GULQNV��OROOLHV�DQG�EDOORRQV��7KDW�QLJKW�D�SUH�RSHQLQJ�SDUW\�ZDV�DWWHQGHG�E\�����DW�WKH&RXQWU\� &OXE� DQG� WKH� &DQEHUUD� EDQG� µ,WFK\� )HHW¶� URFNHG� WKH� KLOOVLGHV�� 7KH� ZKROH�KDSS\� HYHQW� ZDV� JLYHQ� ZLGH� PHGLD� FRYHUDJH� WKURXJKRXW� $XVWUDOLD�� EURDGFDVWLQJ&UHGLW&DUH¶V�ZRUN���)RU�IXUWKHU�GLVFXVVLRQ�VHH�SS������������
x %HUPDJXL
7KDW�VDPH�PRQWK��DV�'HOHJDWH�ODXQFKHG�D�FUHGLW�XQLRQ��LQ�6HSWHPEHU������WKH�VPDOO1HZ� 6RXWK�:DOHV¶� FRDVWDO� WRZQ� RI� %HUPDJXL� KHDUG� WKDW� LWV� RQO\� EDQN� EUDQFK� ZDVSODQQLQJ�WR�FORVH��7KH�WRZQ¶V�UHVLGHQWV�DQG�UXUDO�QHLJKERXUV�ZHUH�VWXQQHG��7KLV�ZDVWKH� IRXUWK� VXFK� FORVXUH� LQ� WKH� UHJLRQ� LQ� UHFHQW� WLPHV�� $� FRXQFLOORU� ZLWK� WKH� %HJD9DOOH\�6KLUH�&RXQFLO��-DQHWWH�1HLOVRQ��KHDUG�DERXW�'HOHJDWH¶V�VXFFHVV�RQ�$%&�5DGLR1DWLRQDO�� 6KH� KXUULHGO\� SUHSDUHG� D� IOLHU� DQG� ZDONHG� DORQJ� WKH� WRZQ¶V� PDLQ� VWUHHW�KDQGLQJ�WKLV�RXW�DQG�LQYLWLQJ�UHVLGHQWV�WR�D�PHHWLQJ�DW�WKH�&RXQWU\�&OXE�WKDW�QLJKW�
$ERXW�����WXUQHG�XS�WR�WKH�PHHWLQJ��LQFOXGLQJ�EXVLQHVV�UHSUHVHQWDWLYHV�DQG�FRQFHUQHGUHVLGHQWV��PRVW�GHWHUPLQHG�WR�GR�VRPHWKLQJ�DERXW�WKH�VLWXDWLRQ��%HUPDJXL�KDV�D�ODUJHUHWLUHG� SRSXODWLRQ� DQG�� ZLWK� WKH� EDQN� FORVXUH�� PDQ\� ZLWKRXW� FDUV� FRXOG� QRW� DFFHVVSHQVLRQV�DQG�VXSHUDQQXDWLRQ�IXQGV�LQ�D�WRZQ�ODFNLQJ�SXEOLF�WUDQVSRUW�RWKHU�WKDQ�WD[LV�6RPH� EXVLQHVVHV�� QRW� UHDOLVLQJ� KRZ� WKH� FORVXUH� ZRXOG� DIIHFW� WKHP� DV� SDUW� RI� WKHEURDGHU� FRPPXQLW\��ZHUH� QRW� SDUWLFXODUO\� ID]HG� E\� WKH� FORVXUH� LQLWLDOO\��ZLWK� EDQNVDYDLODEOH�LQ�1DURRPD�DQG�%HJD�DQG�VRPH�FLWLQJ�FUHGLW�XQLRQ�UDWHV�OHVV�DWWUDFWLYH�WKDQWKRVH�DYDLODEOH�IURP�EDQNV���/DWHU��KRZHYHU��DV�EXVLQHVV�GZLQGOHG��WKH�KDOI�GD\�WULS�WR
� %RPEDOD�7LPHV����6HSWHPEHU������



��

UHPRWH�EDQNV�FHDVHG�WR�DPXVH�DQG�WKH�DEVHQFH�RI�D�EDQN�VHQW�SRRU�VLJQDOV�WR�WRXULVWVDQG�SURVSHFWLYH�UHVLGHQWV��PRVW�FDPH�RQ�ERDUG��
1HLOVRQ�UDQJ�&UHGLW&DUH�VHHNLQJ�JXLGDQFH��&UHGLW&DUH�VWDII�VXJJHVWHG�WKDW�WKH�WRZQ¶V%XVLQHVV�DQG�7RXULVP�&RPPLWWHH�RUJDQLVH�D�PHHWLQJ�RI�ORFDO�FRXQFLOV��D�ORFDO�FUHGLWXQLRQ�DQG�&UHGLW&DUH�UHSUHVHQWDWLYHV�WR�GLVFXVV�HVWDEOLVKLQJ�D�FUHGLW�XQLRQ�EUDQFK�&DWK\�)RUWHVFXH�YLVLWHG� WKH� WRZQ�DQG�D�SODQ�RI�DFWLRQ�ZDV�DJUHHG�DW�D�PHHWLQJ��6KHVXUYH\HG�ORFDO�UHVLGHQWV��XVHG�ILQGLQJV�WR�SUHSDUH�D�GUDIW�EXVLQHVV�SODQ�DQG�UHTXHVWHGDQRWKHU�PHHWLQJ�WR�JDXJH�FRPPXQLW\�VXSSRUW�
&RPPXQLW\� VXSSRUW� ZDV�PDQLIHVW� EXW� FUHGLW� XQLRQV� DSSURDFKHG�ZHUH� VFHSWLFDO�� QRWFRQYLQFHG�RI�WKH�SURSRVHG�RSHUDWLRQ¶V�YLDELOLW\�LQ�D�WRZQ�RI�IHZHU�WKDQ�������SHRSOH�%HUPDJXL� WRZQVSHRSOH� ZHUH� ELWWHUO\� GLVDSSRLQWHG�� 1HLOVRQ� WKHQ� VRXQGHG� RXW� WKHSRVVLELOLW\� RI� ILQDQFLDO� VXSSRUW� IURP� WKH� FRXQFLO� DQG� DUUDQJHG� DQRWKHU� PHHWLQJLQYROYLQJ� FRXQFLO� UHSUHVHQWDWLYHV� DQG� WKH� :ROORQJRQJ�EDVHG� +RUL]RQ� &UHGLW� 8QLRQ�+&8��WR�GLVFXVV�RSWLRQV��7KH�FRXQFLO��WKHQ�FDXJKW�LQ�DQ�DGPLQLVWUDWLYH�VFDQGDO��ZDVµQHUYRXV¶� DERXW� PDNLQJ� D� JUDQW� DYDLODEOH� WR� D� FUHGLW� XQLRQ�� H[SHFWLQJ� D� SXEOLFEDFNODVK��+RZHYHU��WKH�FRPPXQLW\�LQWHUSUHWHG�WKLV�DV�µDQ�LQYHVWPHQW�LQ�WKH�IXWXUH�RIORFDO�GHYHORSPHQW¶�DQG�WKH�LGHD�ZDV�UHFHLYHG�ZHOO��7KH�FRXQFLO�WKHQ�DJUHHG�WR�DVVLVWWKH� RSHUDWLRQ� ILQDQFLDOO\�� XQFRQGLWLRQDOO\� ���������� IRU� WKH� ILUVW� \HDU� DQG� VLPLODUDPRXQWV�IRU�WZR�\HDUV�WKHUHDIWHU��DFFRXQWDEOH��7KH�FRXQFLO�RIIHU�FOLQFKHG�WKH�GHDO�DQG+&8�XQGHUWRRN�WR�RSHQ�D�EUDQFK�
$W�VHVVLRQV�LQ�WKH�&RXQWU\�&OXE��WKH�+&8�RUJDQLVHG�EXVLQHVV�IRU�WKH�QHZ�LQVWLWXWLRQ�VLJQLQJ� XS� SHRSOH� DQG� RSHQLQJ� DFFRXQWV� ²� DERXW� ���� PHPEHUV� KDG� MRLQHG� HYHQEHIRUH�WKH�GRRUV�ZHUH�RSHQHG�LQ�$SULO�������7KH�LQVWLWXWLRQ�RSHUDWHG�LQ�DQ�DWWUDFWLYH�ZHOO�VLWXDWHG� EXLOGLQJ�� QH[W� WR� WKH� SRVW� RIILFH�� $IWHU� VRPH� GLIILFXOW\� LQ� ILQGLQJ� DPDQDJHU��ORFDO�VWDII�ZDV�HQJDJHG��7KH�ILUVW�PDQDJHU�KDG�EHHQ�D�VHQLRU�H[HFXWLYH�LQ�DODUJH� FRUSRUDWLRQ� DQG� EURXJKW� LQQRYDWLYH� IODLU� DQG� KLJK�OHYHO�� KXPDQ� UHVRXUFHPDQDJHPHQW�VNLOOV�WR�WKH�WDVN��6KH�IRXQG�VRPH�RI�WKH�µRGGLWLHV¶�RI�FUHGLW�XQLRQ�FXOWXUHRFFDVLRQDOO\�IUXVWUDWLQJ��SDUWLFXODUO\�WKH�DEXQGDQFH�RI�SDSHU�ZRUN�WR�PHHW�UHJXODWRU\UHTXLUHPHQWV�� XQVSRNHQ� H[SHFWDWLRQV� RI� YROXQWDU\� ZRUN� DQG� WKH� FDXWLRXV�� HYHQFRQVHUYDWLYH��ORDQV�SROLF\��EXW�HQMR\HG�WKH�SHUVRQDO�LQYROYHPHQW�ZLWK�SHRSOH�KHU�QHZ



��

SRVLWLRQ� DOORZHG��&HUWDLQO\��KHU�SHUVRQDO� DSSURDFK�TXLFNO\�JRW� DURXQG� WRZQ�DQG� WKHFUHGLW� XQLRQ� ZDV� LQXQGDWHG� ZLWK� PHPEHUVKLS� DSSOLFDWLRQV�� 'XULQJ� WKLV� GLIILFXOWHVWDEOLVKPHQW�SKDVH�� WKH�PDQDJHU� IRXQG�µLQWHOOLJHQFH¶�PDGH�IUHHO\� DYDLODEOH� WKURXJK&UHGLW&DUH� VXUYH\V� SDUWLFXODUO\� KHOSIXO�� ORZHULQJ� LQIRUPDWLRQ� FRVWV� DQG� KHOSLQJ� WRKDUQHVV�FRPPXQLW\�VXSSRUW���)RU�IXUWKHU�GLVFXVVLRQ�VHH�SS����������������
x 7UDQJLH
,Q�6HSWHPEHU������WKH�2UDQD�&UHGLW�8QLRQ�ODXQFKHG�D�EUDQFK�LQ�7UDQJLH��D� WRZQ�RI�����SHRSOH�LQ�PLG�ZHVWHUQ�1HZ�6RXWK�:DOHV��DIWHU�WZR�EDQNV�SXOOHG�RXW�RQ�WKH�VDPHGD\�� 7KH� PHGLD� JDYH� WKH� WRZQ¶V� SOLJKW� ZLGH� FRYHUDJH�� DLULQJ� WKH� YLHZV� RI� D� YHU\YRFDO�� DQJU\�FRPPXQLW\�RUJDQLVHG� LQ� WKH�7UDQJLH�$FWLRQ�*URXS��$�&UHGLW&DUH� ILHOGRIILFHU� IRXQG� VWURQJ� VXSSRUW� IRU� D� FUHGLW� XQLRQ� LQ� D� GRRU� NQRFN� FDPSDLJQ�� 7KH1DUURPLQH�6KLUH�&RXQFLO�SOHGJHG�WR�FRYHU�VHW�XS�FRVWV�IRU�IXUQLWXUH�DQG�XQGHUWRRN�WRGHSRVLW� ���������� /RFDO� HPSOR\HUV� SOHGJHG� VXSSRUW�� $� µSHSSHUFRUQ¶� UHQWDO� LQ� WKHYDFDWHG�EDQN��RQH�GROODU�D�\HDU�IRU�ILYH�\HDUV��ZDV�QHJRWLDWHG�ZLWK� WKH�DVVLVWDQFH�RIWKH�3UHPLHU��ZKR�RSHQHG�WKH�SUHPLVHV��6RPH�UHVLGHQWV��ODWHU�FRQVLGHULQJ�WKH�SRVLWLYHUROO�RQ�HIIHFWV�RI�WKH�FUHGLW�XQLRQ��WKRXJKW�WKH�EDQN�FORVXUHV�WR�EH�WKH�µEHVW�WKLQJ�WKDWKDSSHQHG�WR�WKH�WRZQ¶��
x 0\DOO�/DNHV
:KHQ�WKUHH�FRPPXQLWLHV�QHDU�WKH�0\DOO�/DNHV�RQ�WKH�PLG�QRUWK�FRDVW�RI�1HZ�6RXWK:DOHV� KHDUG� WKH\�ZHUH� WR� ORVH� WKHLU� ODVW� EDQNV�� EULQJLQJ� WR� ILYH� WKH� QXPEHU� RI� µQREDQN¶�WRZQV�LQ�WKH�GLVWULFW��WKHUH�ZDV�ZLGHVSUHDG�GLVEHOLHI�DQG�DQJHU��&UHGLW&DUH�ZDVLQ� WKH�DUHD�ZLWKLQ�GD\V��+ROLGD\�&RDVW�&UHGLW�8QLRQ� WRRN�XS� WKH�FKDOOHQJH�DQG� LQ� DVKRZ�RI�FRPPXQLW\�VXSSRUW�RSHQHG�EUDQFKHV�LQ�%XODKGHODK��6WURXG��1DELDF��+DZNV1HVW� DQG� 2OG� %DU�� 7KHVH� ZHUH� H[FHOOHQW� H[DPSOHV� RI� FR�RSHUDWLRQ� EHWZHHQ� FUHGLWXQLRQV��FRXQFLOV��FRPPXQLW\�JURXSV�DQG�UHVLGHQWV��&UHGLW&DUH�ZDV�WKH�HQDEOLQJ�DJHQW�

� 0DUJDUHW�/HVWHU�DQG�&DWK\�)RUWHVFXH��%HUPDJXL��3URJUHVV�5HSRUW��0D\�������'LVFXVVLRQ�-DQHWWH1HLOVRQ�� 'LVFXVVLRQ�0DUJDUHW�/HVWHU��'DLO\�7HOHJUDSK ��6HSWHPEHU������



��

x +HUEHUWRQ
,Q�ODWH������WKH�PDQDJHU�RI�WKH�RQO\�EDQN�LQ�+HUEHUWRQ��D�VPDOO�WRZQ�RQ�WKH�$WKHUWRQ7DEOHODQG� RI� 1RUWKHUQ� 4XHHQVODQG� ZLWK� D� ORFDO� SRSXODWLRQ� RI� DSSUR[LPDWHO\� �����DGYLVHG� WKH� FRXQFLO� WKDW� WKH� EDQN� ZRXOG� EH� FORVLQJ� LQ� 'HFHPEHU�� 7KH� PD\RU� RI+HUEHUWRQ�LPPHGLDWHO\�FRQWDFWHG�&UHGLW&DUH�DQG�DQ�RIILFHU�ZDV�LQ�WKH�WRZQ�ZLWKLQ�DZHHN�� 7KH� ILUVW� VWHS� ZDV� WR� RUJDQLVH� D� PHHWLQJ� DQG� FRQYLQFH� WKH� FRXQFLO� RI&UHGLW&DUH¶V�DELOLW\�WR�GHOLYHU�D�UDQJH�RI�VHUYLFHV��&UHGLW&DUH�ILHOG�ZRUNHUV�FRQGXFWHGD�VXUYH\�WR�LGHQWLI\�WKH�OHYHO�RI�FRPPXQLW\�VXSSRUW�LQ�WHUPV�RI�WUDQVIHUULQJ�EXVLQHVV�WRWKH� FUHGLW� XQLRQ��7KH�&DLUQV� EDVHG�(OHFWULFLW\�&UHGLW�8QLRQ� �(&8��ZDV� DSSURDFKHGEXW�WKH�FUHGLW�XQLRQ�GHFLGHG�WKDW�LW�ZRXOG�RQO\�FRQVLGHU�UHTXHVWV�WR�HVWDEOLVK�EUDQFKHVLQ�VPDOO�FRPPXQLWLHV�ZKHUH�D�VKDUHG�RSHUDWRU�FRXOG�EH�IRXQG�DQG�UHQW�IUHH�SUHPLVHVZHUH�DYDLODEOH��&UHGLW&DUH�)LHOG�2IILFHU�7RP�:DWVRQ�VHW�DERXW� ORRNLQJ� IRU� VXLWDEOHSUHPLVHV�� ORFDWLQJ�D� UHIXUELVKHG�EXLOGLQJ� LQ� WKH�PDLQ� VWUHHW� XVHG�E\� WKH�4XHHQVODQG*RYHUQPHQW� $JHQWV� 3URJUDP� �4� *$3�� WR� SURYLGH� JRYHUQPHQW� VHUYLFHV� DQGLQIRUPDWLRQ�� RQH� GD\� D� ZHHN�� $SSURDFKHV� ZHUH� PDGH� WR� WKH� 4XHHQVODQG� 2IILFH� RI5XUDO� &RPPXQLWLHV� �25&�� DQG� WKH� 'HSDUWPHQW� RI� 3UHPLHU� DQG� &DELQHW�� ZKLFKVXSSRUWHG� WKH� FRQFHSW� RI� VKDUHG� SUHPLVHV�� 7KH� 'HSDUWPHQW� RI� 3XEOLF� :RUNV� DQG+RXVLQJ��ZKLFK�RSHUDWHG�WKH�VLWH�RQ�D�IUDQFKLVH�EDVLV��DJUHHG�WR�DOORZ�WKH�FUHGLW�XQLRQWR�PRYH�LQ�RQ�D�UHQW�IUHH�EDVLV�
(&8�RSHQHG�LQ�+HUEHUWRQ�LQ�'HFHPEHU�������IRXU�GD\V�EHIRUH�WKH�EDQN�FORVHG��7KHQHZ�LQVWLWXWLRQ�ZDV�VXSSRUWHG�E\�QHDUO\�DOO�EXVLQHVVHV��VFKRROV�DQG�FOXEV�LQ�WKH�WRZQDQG�EHFDPH�FRVW�HIIHFWLYH�LQ�D�VKRUW�WLPH��HYHQWXDOO\�HPSOR\LQJ�WZR�SHRSOH��RQH�RQ�DIXOO� WLPH� EDVLV�� (&8¶V� +HUEHUWRQ� EUDQFK� EHFDPH� DQ� H[HPSODU� IRU� WKH� DJJUHJDWHGVHUYLFHV¶� GHOLYHU\� PRGHO� XQGHUSLQQLQJ� WKH� FRPPRQZHDOWK¶V� ODWHU� UXUDO� WUDQVDFWLRQFHQWUH�SROLF\���)RU�IXUWKHU�GLVFXVVLRQ�VHH�SS��������DQG�3DUW�7KUHH��SS�����������
x 0DJQHWLF�,VODQG
7RP�:DWVRQ�KHOSHG�RUJDQLVH�PDQ\�RWKHU�FUHGLW�XQLRQ�EUDQFKHV��LQFOXGLQJ�D�EUDQFK�RI4XHHQVODQG�&RXQWU\�&UHGLW�8QLRQ��4&&8��KRXVHG�LQ�D�EXLOGLQJ�YDFDWHG�E\�D�EDQN�RQ0DJQHWLF�,VODQG��RII�WKH�FRDVW�RI�7RZQVYLOOH��(DUO\�LQ����� WKH�ILHOG�RIILFHU�UHFHLYHGDQ� LQTXLU\� IURP� LVODQG� UHVLGHQWV�� $IWHU� DUUDQJLQJ� D� PHHWLQJ� ZLWK� WKH� EXVLQHVV



��

FRPPXQLW\��RUJDQLVLQJ�D�SXEOLF�PHHWLQJ�DQG�FRQWDFWLQJ�WKH�PHGLD��:DWVRQ�H[SORUHGWKH� LVODQG� µLQFRJQLWR¶� DQG� DSSUDLVHG� WKH� VLWXDWLRQ�� +H� IRXQG� D� KHDOWK\� HFRQRP\�0HHWLQJ�ZLWK� UHSUHVHQWDWLYHV� IURP� WKH� EXVLQHVV� FRPPXQLW\��:DWVRQ� WDEOHG� UHVHDUFKH[SODLQLQJ� WKH�HFRQRPLF� LPSDFW�RI�EDQN�FORVXUHV� DQG�RXWOLQHG� VHOI�KHOS�SKLORVRSK\�7KH� PHHWLQJ� DJUHHG� WR� JR� WR� VXUYH\�� ZKLFK� SURGXFHG� DQ� XQSUHFHGHQWHG� SRVLWLYHUHVSRQVH�� :DWVRQ� RUJDQLVHG� PHHWLQJV� ZLWK� 4&&8�� D� ORFDO� SDSHU� VXSSRUWHG� WKHSURSRVDO� DQG� D� UHVLGHQW�� ZKRVH� SDUHQWV� FDPH� IURP� +HUEHUWRQ�� RIIHUHG� DQ� DJUHHDEOHUHQWDO�LQ�WKH�YDFDWHG�EDQN�EXLOGLQJ��4&&8�DJUHHG��WKH�EUDQFK�DWWUDFWHG�VWURQJ�LVODQGFRPPXQLW\�VXSSRUW�DQG�LW�ZHQW�RQ�WR�EHFRPH�D�YHU\�VXFFHVVIXO�RSHUDWLRQ���)RU�IXUWKHUGLVFXVVLRQ�VHH�SS������������
x 'LUUDQEDQGL
2QH�RI�&UHGLW&DUH¶V�PRVW�UHPDUNDEOH�VXFFHVVHV�ZDV�LQ�'LUUDQEDQGL��ZKLFK�FDPH�DIWHUDQ�LQLWLDO�IDLOXUH�WR�DWWUDFW�VXIILFLHQW�FRPPXQLW\�VXSSRUW�IRU�D�ILQDQFLDO�LQVWLWXWLRQ��7KHHYHQWXDO� DUUDQJHPHQW�� ZKLFK� WRRN� ZHOO� RYHU� D� \HDU� WR� QHJRWLDWH�� LQYROYHG� MRLQWDJUHHPHQWV�ZLWK�FRXQFLOV��JRYHUQPHQW�DJHQFLHV�DQG�(OHFWULFLW\�&UHGLW�8QLRQ��(&8��WRSURYLGH�VHUYLFHV�LQ�DGGLWLRQ WR�ILQDQFLDO�VHUYLFHV�
'LUUDQEDQGL��DQ�LVRODWHG�4XHHQVODQG�FRPPXQLW\�ZLWK�D�SRSXODWLRQ�RI�DURXQG������KDGEHHQ�ZLWKRXW� D� EDQN� IRU� D� GHFDGH�� 5HVLGHQWV�ZHUH� XVHG� WR� D� ILYH�KRXU� GULYH� WR� WKHQHDUHVW� KRVSLWDO� DQG� D� ORQJ� GULYH� IRU� EDQNLQJ� DQG� JRYHUQPHQW� VHUYLFHV�� :LWK&UHGLW&DUH�KHOS�LQ�������(&8�RSHQHG�D�EUDQFK�LQ�WKH�WLQ\�WRZQ��8QGHU�D�FRPPHUFLDODJUHHPHQW� ZLWK� 4XHHQVODQG¶V� 2IILFH� RI� 5XUDO� &RPPXQLWLHV� �25&�� WKH� EUDQFKSURYLGHG�� LQ� DGGLWLRQ� WR� ILQDQFLDO� VHUYLFHV�� D� ZLGH� UDQJH� RI� JRYHUQPHQW� VHUYLFHVLQFOXGLQJ�PRWRU�YHKLFOH�UHJLVWUDWLRQ��SXEOLF�KRXVLQJ��UHQW�FROOHFWLRQ�DQG�DSSOLFDWLRQVWR� UHJLVWHU� ELUWKV�� GHDWKV� DQG� PDUULDJHV�� ,Q� UHWXUQ� IRU� SURYLGLQJ� WKHVH� VHUYLFHV� WKH4XHHQVODQG� 25&� HIIHFWLYHO\� SDLG� WKH� UHQW�� ZKLFK� LQFUHDVHG� WKH� YLDELOLW\� RI� WKHRSHUDWLRQ��7KH�25&�DOVR� SURYLGHG� DQG� LQVWDOOHG� HOHFWURQLF� HTXLSPHQW� QHFHVVDU\� IRUWKH�DJHQF\�WR�GHOLYHU�JRYHUQPHQW�VHUYLFHV��WRR�UHPRWH�IRU�D�7HOVWUD�OLQH���DQG�WUDLQHGFUHGLW� XQLRQ� VWDII�� /DWHU�� WKH� 4XHHQVODQG� JRYHUQPHQW� JLIWHG� WKH� ROG� VWDWLRQPDVWHU¶VKRXVH� WR� WKH� RSHUDWLRQ�� 7KH� 'LUUDQEDQGL� EUDQFK� EHFDPH� D� SURWRW\SH� IRU� WKH� FUHGLW
�� &RUUHVSRQGHQFH�7RP�:DWVRQ�
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XQLRQ� µ0HPEHU�6HUYLFHV�&HQWUHV¶�� EDVHG� RQ� DQ� DJJUHJDWHG� VHUYLFHV� GHOLYHU\�PRGHO�ZKLFK� KHOSHG� WR� VKDSH� WKH� ODWHU� UXUDO� WUDQVDFWLRQ� FHQWUH� SURJUDP�� �)RU� IXUWKHUGLVFXVVLRQ�VHH�3DUW�7KUHH��SS�����������
x 'D\ERUR�DQG�%ODFNEXWW
,Q�1RYHPEHU������WZR�PRUH�FRXQFLOV�HQWHUHG�LQWR�DJUHHPHQWV�ZLWK�(&8��3LQH�5LYHUV6KLUH� &RXQFLO�� RQH� RI� 4XHHQVODQG¶V� ODUJHVW� ORFDO� JRYHUQPHQW� DXWKRULWLHV�� LQSDUWQHUVKLS�ZLWK�WKH�FUHGLW�XQLRQ��RSHQHG�D�0HPEHU�6HUYLFHV�&HQWUH�WR�SURYLGH�D�IXOOUDQJH� RI� EDQNLQJ� VHUYLFHV� WR� UHVLGHQWV� DQG� WKH� EXVLQHVV� FRPPXQLW\� LQ� WKH� 'D\ERURGLVWULFW��'D\ERUR��SRSXODWLRQ���������D�IDUPLQJ�DQG�UXUDO�UHVLGHQWLDO�FRPPXQLW\�QRUWKRI� %ULVEDQH�� KDG� EHHQ� ZLWKRXW� ILQDQFLDO� VHUYLFHV� IRU� VHYHUDO� PRQWKV�� 7KH� FRXQFLOSXUFKDVHG�DQG� UHIXUELVKHG�D� µYLQWDJH¶�EDQN�EXLOGLQJ� DQG� UDQ� IURP� LW� D� FUHGLW� XQLRQ�FRPPXQLW\� URRPV� DQG� RWKHU� FRXQFLO� VHUYLFHV�� 7KH� 1DQDQJR� 6KLUH� &RXQFLO� DOVRXQDQLPRXVO\� DFFHSWHG� D� &UHGLW&DUH� SURSRVDO� WR� RSHUDWH� DQ� (&8�0HPEHU� 6HUYLFHV&HQWUH� LQ� WKHLU� %ODFNEXWW� RIILFHV�� %ODFNEXWW�� ORFDWHG� ���� NLORPHWUHV� QRUWK�ZHVW� RI%ULVEDQH��KDG�ORVW�LWV�ODVW�EDQN�LQ�)HEUXDU\��7KH�EUDQFK�VHW�XS�LQ�FRXQFLO�SUHPLVHV�DQGWKH� FRXQFLO� VHFRQGHG� DQ� HPSOR\HH� IXOO� WLPH� RQ� D� MRE�VKDULQJ� EDVLV�� �)RU� IXUWKHUGLVFXVVLRQ�RQ�WKH�µ0HPEHU�6HUYLFHV�&HQWUH¶�FRQFHSW��VHH�3DUW�7KUHH��SS����������
x .DOEDU
$QRWKHU� LQWHUHVWLQJ� GHYHORSPHQW� LQYROYLQJ� (&8� RFFXUUHG� LQ� WKH� VPDOO� 4XHHQVODQGWRZQ� RI� .DOEDU� �SRSXODWLRQ� �������� D� µQHYHU� VD\� GLH¶� WRZQ� ZLWK� GHHS� UHOLJLRXVWUDGLWLRQV�DQG�D�VWURQJ�FRPPXQLW\�VSLULW��7KLV�LQYROYHG�D�FRXQFLO�PDNLQJ�DYDLODEOH�DQXQGHUXWLOLVHG� FRPPXQLW\� FHQWUH�� UHQW� IUHH�� DQG� D� YROXQWHHU� 3URJUHVV� $VVRFLDWLRQHQWHULQJ�DQ�DJUHHPHQW�ZLWK� WKH�FUHGLW�XQLRQ�� WKH� ILUVW� VXFK�DUUDQJHPHQW� LQ�$XVWUDOLD�5HIXUELVKPHQW�RI�WKH�FRPPXQLW\�FHQWUH�ZDV�D�MRLQW�HIIRUW���)RU�IXUWKHU�GLVFXVVLRQ�VHH3DUW�7KUHH��S����������

�� 'LVFXVVLRQ�0DUJDUHW�/HVWHU�



��

x 3DUDEXUGRR
,Q� ODWH� ������ WKH� ILUVW� :HVWHUQ� $XVWUDOLDQ� &UHGLW&DUH� EUDQFK� RSHQHG� LQ� WKH� VPDOOPLQLQJ�WRZQ�RI�3DUDEXUGRR�LQ�WKH�3LOEDUD��ZLWK�D�SRSXODWLRQ�RI�DSSUR[LPDWHO\�������7KLV�IROORZHG�WKH�GHSDUWXUH�RI�WKH�ODVW�EDQN�LQ������DQG�DQ�H[WHQVLYH�FDPSDLJQ�OHG�E\WKH� VKLUH�FRXQFLO�� VXSSRUWHG�E\� ORFDO�EXVLQHVV��7KH� FRXQFLO� SURYLGHG� UHQW�IUHH�RIILFHVSDFH�WR�8QLWHG�&UHGLW�8QLRQ��D�3HUWK�EDVHG�LQVWLWXWLRQ�IRU�D�SHULRG�RI�WZR�\HDUV�DQG�DORFDO�HPSOR\HU�XQGHUWRRN�WR�LQGHPQLI\�ORVVHV�LQ�WKH�HVWDEOLVKPHQW�SKDVH�
��� $�&UHGLW&DUH�3URJUHVV�5HSRUW�����
%\�-XQH�������&UHGLW&DUH�IDFLOLWLHV�ZHUH�HVWDEOLVKHG�LQ�WKLUW\�WKUHH�FRPPXQLWLHV�ZLWKSURJUHVV� DW� YDULRXV� VWDJHV� LQ� DQRWKHU� WKLUW\�� 7KH� SURJUDP� KDG� FUHDWHG� GLUHFWHPSOR\PHQW� IRU� IRUW\�SHRSOH� LQ� WRZQVKLSV�DQG� ORFDOLWLHV� UDQJLQJ� LQ�SRSXODWLRQ� IURP���� WR� ������ DQG� KDG� DWWUDFWHG� PRUH� WKDQ� ������ QHZ� PHPEHUV� IURP� DQ� DJJUHJDWHSRSXODWLRQ�RI���������D�PRUH� WKDQ����SHU�FHQW�SHQHWUDWLRQ�RI� WKH�PDUNHW��2YHU�VL[W\FRPPXQLWLHV�KDG�FRQWDFWHG� WKH�SURJUDP�ZLWK� WKH�YDVW�PDMRULW\� XQGHUWDNLQJ� WR�ZRUNZLWK�&UHGLW&DUH� LQ� GHYHORSLQJ� D� VROXWLRQ� WR� WKHLU� SUREOHPV��%\� WKH� HQG� RI� WKH� \HDU&UHGLW&DUH� KDG� FRQWDFWHG� ���� FRPPXQLWLHV� DURXQG� $XVWUDOLD�� 6RPH� QLQHW\�RQH� RIWKHVH�KDG�GHYHORSHG�EXVLQHVV�SODQV�ZLWK�D�YLHZ�WR�HVWDEOLVKLQJ�D�IDFLOLW\��&RXQFLOV�KDGSURYLGHG� WDQJLEOH� VXSSRUW� LQ� WZHQW\�WKUHH� RI� WKH� WRZQV� &UHGLW&DUH� KDG� DVVLVWHG�� ,QDGGLWLRQ�WR�WKRVH�DOUHDG\�PHQWLRQHG��FUHGLW�XQLRQV�LQ�WRZQV�VXFK�DV�:DOOD�:DOOD�DQG0RXODPHLQ� LQ�1HZ�6RXWK�:DOHV�DQG�(LGVYROG��.LONLYDQ�DQG�6XUDW� �VHH�3DUW�7KUHH�SS�����������LQ�4XHHQVODQG�ZHUH�HLWKHU�ORFDWHG�LQ�FRXQFLO�RIILFHV�RU�LQ�FRXQFLO�RZQHGSUHPLVHV�
,Q�DGGLWLRQ�WR�LQVWLWXWLRQV�LQ�WKH�&UHGLW&DUH�SURJUDP��FUHGLW�XQLRQV�LQGHSHQGHQWO\�KDGFRPPHQFHG� EUDQFK� RSHUDWLRQV� LQ� %LQJDUD� DQG� %RQDOER� �1HZ� 6RXWK� :DOHV��0LULDPYDOH��%RXOLD�� -XOLD�&UHHN��&ROOLQVYLOOH� DQG�:HLSD� �4XHHQVODQG�� DQG�$UQKHP/DQG��1RUWKHUQ�7HUULWRU\��
7KHUH� ZHUH� UHDVRQV� WR� EHOLHYH� WKDW� &UHGLW&DUH� LQVWLWXWLRQV� ZHUH� KDYLQJ� D� SRVLWLYHµVSLQ�RII¶�HIIHFW�RQ�FRPPXQLW\�FRQILGHQFH�DQG�VRPH�KDUG�HYLGHQFH�RI�WKLV�ZDV�IRXQGLQ� D�8QLYHUVLW\� RI� 6RXWKHUQ�4XHHQVODQG�&HQWUH� IRU�$XVWUDOLDQ� )LQDQFLDO� ,QVWLWXWLRQV
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�&$),��VWXG\�LQ��������VHH�SS�������&UHGLW&DUH�UHFHLYHG�D�+LJK�&RPPHQGDWLRQ�LQ�WKH3ULPH� 0LQLVWHU¶V� ����� $ZDUGV� IRU� ,QQRYDWLRQ� LQ� WKH� 3XEOLF� 6HFWRU� DQG� DFKLHYHGUHFRJQLWLRQ�DW�WKH�WULHQQLDO�:RUOG�&UHGLW�8QLRQ�&RQJUHVV�LQ�9DQFRXYHU�LQ�-XO\������
,Q�WHUPV�RI�LWV�RIILFLDO�UHFRJQLWLRQ��WKLV�ZDV�WKH�SURJUDP¶V�ILQHVW�KRXU�
��� )DFWRUV�IRU�6XFFHVV
([SODLQLQJ�&UHGLW&DUH¶V�HDUO\�VXFFHVV�)LHOG�2IILFHU�0DULRQ�*UDQLFK�VDLG�WKDW�LW�ZDV�DIXQFWLRQ�RI�WKH�IDFW�WKDW�FUHGLW�XQLRQV�ZHUH�IRFXVHG�RQ�SHRSOH�DQG�WKDW�EDQNV�ORRNHGIRU� D�PXFK� KLJKHU� UDWH� RI� UHWXUQ� WKDQ� FUHGLW� XQLRQV�� 7KH� UHDVRQ� FUHGLW� XQLRQV� ZHUHVXFFHVVIXOO\�PRYLQJ� LQWR� UXUDO� DUHDV�ZDV� WKDW� WKH\�ZHUH�PHPEHU�RZQHG�DQG�GLG�QRWFRYHW�WKH�KLJK�SURILWV�GHPDQGHG�E\�EDQN�VKDUHKROGHUV�
7RP�:DWVRQ��ZKRVH� ILHOGZRUN� LQ�4XHHQVODQG�ZDV� LQVWUXPHQWDO� WR� VXFFHVV��EHOLHYHGWKDW�HYHQWV�ZHUH�GULYHQ�LQ�HDFK�LQVWDQFH�E\�D�FRPELQDWLRQ�RI�
x D�VXSSRUWLYH�FRXQFLO�
x D�GHWHUPLQHG�FRPPXQLW\�DFWLRQ�JURXS�
x WKH�UHELUWK�RI�ORFDO�FRPPXQLW\�VSLULW��DQG
x D�FRQVFLRXV�GHFLVLRQ�WR�HPEUDFH�WKH�FRQFHSW�RI�VHOI�KHOS�
2WKHU�&UHGLW&DUH�ILHOG�ZRUNHUV�QRWHG�KRZ�WKH�EDQN�µEHWUD\DO¶�KDG�HQJHQGHUHG�VWURQJFRPPXQLW\�VSLULW�LQ�WRZQV�DQG�KRZ�D�EDQN�FORVXUH�LQ�D�WRZQ�V\PEROLVHG�WR�UHVLGHQWV�DODFN�RI�FRQILGHQFH�LQ�WKH�ORFDO�HFRQRP\��ZKLFK�KDG�IDU�UHDFKLQJ�VRFLDO��HFRQRPLF�DQGHPRWLRQDO� LPSOLFDWLRQV�� &UHGLW� XQLRQV� KDG� WDSSHG� GHHS� OR\DOWLHV� LQ� WDNLQJ� XS� WKHFRPPXQLW\� FDXVH�� 7KH\� ZHUH� VHHQ� SRVLWLYHO\� DV� DQ� DOWHUQDWLYH� WR� LPSHUVRQDOWHFKQRORJ\� DQG� ZHUH� WKRXJKW� RI� DV� IULHQGO\�� FDULQJ� LQVWLWXWLRQV�� &RPPRQ� WKHPHVVHHPHG� WR� EH� D� SUHIHUHQFH� IRU� IDFH�WR�IDFH� VHUYLFHV� DQG� UHVLVWDQFH� WR� WHOHSKRQHEDQNLQJ��$70V�DQG�()7326�ZHUH�VWLOO�QRW�ZLGHO\�DYDLODEOH�DQG�,QWHUQHW�XQUHOLDEOH�ZLWK�WKH�ORZ�TXDOLW\�WHOHFRPPXQLFDWLRQV�LQIUDVWUXFWXUH�H[LVWLQJ�LQ�PDQ\�WRZQV��0DQ\UXUDO� FRPPXQLWLHV�ZHUH� IDPLOLDU�ZLWK� FR�RSHUDWLYHV��ZKLFK�ZHUH� VHHQ�DV� D� SDUW� RI� DORFDO�LGHQWLW\�DQG�UHOHYDQW�WR�UXUDO�FXOWXUH��2WKHUV��QRW�VR�FRQFHUQHG�ZLWK�µSKLORVRSK\¶�
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ZHUH� VLPSO\� LPSUHVVHG� E\� WKH� DELOLW\� RI� FUHGLW� XQLRQV� WR� JHW� WKH� MRE� GRQH� DQG� WKHLUZLOOLQJQHVV�WR�KHOS��8QTXHVWLRQDEO\��WKH�SURJUDP�KDG�DFKLHYHG�JUHDWHU�DFFHSWDQFH� LQFRPPXQLWLHV�ZKHUH�LW�ZDV�VWLOO�SRVVLEOH� WR�PRWLYDWH�UHVLGHQWV� WR�µVWDQG�XS�DQG�ILJKW¶DQG�H[SHULHQFH�FOHDUO\�VKRZHG�WKDW�LW�ZDV�EHWWHU�IRU�&UHGLW&DUH�WR�PRYH�LQWR�D� WRZQDIIHFWHG� E\� D� EDQN� FORVXUH�� VRRQHU� UDWKHU� WKDQ� ODWHU�� ,Q� FRPPXQLWLHV� ZKHUH� DSDWK\UHLJQHG��D�VHQVH�RI�UHVLJQDWLRQ�WR�PDWWHUV�SHUFHLYHG�WR�EH�RXW�RI�WKHLU�FRQWURO�PDGH�WKHWDVN�YHU\�GLIILFXOW�LQGHHG�
&UHGLW&DUH¶V�VXFFHVV�ZDV�VHHQ�DV�D�UHPLQGHU�WKDW�WKH�FUHGLW�XQLRQ�PRYHPHQW�VWLOO�WRRNLWV�PLVVLRQ�RI�VRFLDO�UHVSRQVLELOLW\�VHULRXVO\�DQG�ZDV�FDSDEOH�RI�SURGXFLQJ�LQQRYDWLYHVROXWLRQV�WR�FRQVXPHU�ILQDQFH�SUREOHPV��DV�LW�KDG�DOZD\V�GRQH���
3RLQWLQJ� WR� WKH� 'LUUDQEDQGL�� 'D\ERUR� DQG� +HUEHUWRQ� H[DPSOHV�� ZKHUH� D� µPL[¶� RIVHUYLFHV�ZDV�UHTXLUHG��ILHOG�RIILFHUV�UHDFKHG�WKH�FRQFOXVLRQ�WKDW�WKH�DQVZHU�IRU�PDQ\VPDOO�FRPPXQLWLHV�OD\�LQ�FRPELQLQJ�ILQDQFLDO�VHUYLFHV�ZLWK�D�UDQJH�RI�RWKHU�VHUYLFHV�±DQ� DJJUHJDWHG� VHUYLFHV¶� PRGHO�� 7KLV� PRGHO� ERWK� HQKDQFHG� HFRQRPLF� YLDELOLW\�� E\DOORZLQJ�DFFHVV�WR�YDULRXV�LQFRPH�VWUHDPV��DQG�SURYLGHG�D�QXFOHXV�IRU�WKH�GHOLYHU\�RIJRYHUQPHQW�DQG�RWKHU�VHUYLFHV��%XW�ZRXOG�WKH�FUHGLW�XQLRQ�PRYHPHQW�JHW�EHKLQG�WKHLGHD"��
��� &UHGLW&DUH�µ)DLOXUHV¶�DQG�2GG�%HGIHOORZV
$V� QRWHG� HDUOLHU�� &UHGLW&DUH� ZDV� XQDEOH� WR� KHOS� DOO� FRPPXQLWLHV�� ZKLFK� VRXJKWDVVLVWDQFH�� IRU� WKH� SUDFWLFDO� UHDVRQV� RI� OLPLWHG� UHVRXUFHV� DQG� EHFDXVH� VRPHFRPPXQLWLHV�ZHUH�WRR�VPDOO�WR�EH�DEOH�WR�DIIRUG�D�YLDEOH�RSHUDWLRQ��)LHOG�RIILFHUV�ZHUHRFFDVLRQDOO\� REOLJHG� WR� VXJJHVW� DOWHUQDWLYH� VWUDWHJLHV��ZLWKGUDZ�XQDEOH� WR� KHOS� ±� RU�YHU\�LQIUHTXHQWO\��µUXQ�RXW�RI�WRZQ¶�
,W�LV�VDOXWDU\�WR�QRWH�WKDW�ZHOO�LQWHQGHG�µVRFLDO�HQWUHSUHQHXUV¶�DUH�QRW�DOZD\V�ZHOFRPH�)RU� H[DPSOH�� DIWHU� YLVLWLQJ�:HUULV� &UHHN� LQ� HDUO\� ����� )LHOG�2IILFHUV� 7RP�:DWVRQ
�� &UHGLW&DUH�1HZV�1RYHPEHU�������� 7RP�:DWVRQ��%DFNJURXQG�%ULHILQJ�3DSHU�RQ�&UHGLW&DUH��$XJXVW�������&UHGLW&DUH�7KLUG�5HSRUW������
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DQG�&DWK\�)RUWHVFXH�WUDYHOOHG�WKURXJK�WKH�%DORQQH��3DURR�DQG�%XOORR�6KLUHV��YLVLWLQJ7DOZRRG��7RREHDK��'LUUDQEDQGL��6W�*HRUJH��%ROORQ��&XQQDPXOOD�DQG�7KDUJRPLQGDK�:DWVRQ�UHFDOOV�
$W�RQH�WRZQ��ZH�ZHUH�ILOOLQJ�XS�ZLWK�IXHO�WKH�PRUQLQJ�DIWHU�RXU�SXEOLF�PHHWLQJZKHQ�WKH�JDUDJH�RZQHU�VLGOHG�XS�DQG�VDLG��³:H�EXVLQHVV�SHRSOH�KDG�RXU�RZQPHHWLQJ� DIWHU� \RXUV� ODVW� QLJKW� DQG�ZH¶YH�JRW� D�PHVVDJH� IRU� \RX�� /HDYH� DQGGRQ¶W�FRPH�EDFN´��,� LQWHUSUHWHG�WKDW� WR�PHDQ�³:H¶YH�JRW� WKLV�SODFH�VHZQ�XSDQG� ZH� GRQ¶W� ZDQW� \RX� FRPLQJ� LQ� DQG� VFUHZLQJ� WKLQJV� XS´�� 6R� PXFK� IRUKDYLQJ�WKH�LQWHUHVWV�RI�WKHLU�FRPPXQLW\�DW�KHDUW��$QG�ZH�KDYHQ¶W�EHHQ�EDFN�«\HW�

,Q�FRPPXQLWLHV�ZKHUH�&UHGLW&DUH�ZDV�XQDEOH� WR�KHOS��ZKHUH�SRVVLEOH�� ILHOG�ZRUNHUVZRXOG� UHWXUQ�ZKHQ� LQYLWHG�RU�ZKHQ�FLUFXPVWDQFHV�SHUPLWWHG� WR� UHYLHZ� WKH� VLWXDWLRQ�5HIOHFWLQJ� XSRQ� &UHGLW&DUH¶V� µXQILQLVKHG� EXVLQHVV¶� LQ� 5DYHQVKRH� LQ� QRUWKHUQ4XHHQVODQG��7RP�:DWVRQ�UHODWHV�
«�,�UHFHLYHG�D�FDOO�IURP�WKH�&KDPEHU�RI�&RPPHUFH�LQ�5DYHQVKRH��7KH\�KDGUHFHQWO\�ORVW�WKHLU�&RPPRQZHDOWK�%DQN��VWLOO�KDG�WKH�1$%�±�ZLWK�UHGXFHG�VWDIIDQG�UHGXFHG�KRXUV�±�EXW�ZDQWHG�DQRWKHU�LQVWLWXWLRQ�VR�WKH\�FRXOG�RQFH�DJDLQKDYH�D�FKRLFH�
%RWK�0DUN�*HQRYHVH� DQG� ,�ZHUH� XQVXUH� KRZ� WR� UHVSRQG� ±� RXU� EULHI�ZDV� WRDVVLVW� µQR� EDQN¶� WRZQV� ±� EXW� DIWHU� PXFK� VRXO� VHDUFKLQJ�� ZH� GHFLGHG� WR� JRDKHDG��$� SXEOLF�PHHWLQJ�ZDV� FDOOHG� DQG� DWWUDFWHG� D� UHDVRQDEOH� DWWHQGDQFH�DPRQJ�WKHP�WKH�IRUPHU�>EDQN@�PDQDJHU�DQG�WKH�QHZ�PDQDJHU�RI�>D�EDQN@�
2QH�YRLFH�RI�SURWHVW�DW�RXU�SUHVHQFH�ZDV�UDLVHG�DQG�WKH�PHHWLQJ�DJUHHG�WR�JRWR� VXUYH\�� 7KDW� ZDV� ZKHQ� WKLQJV� JRW� D� OLWWOH� KHDWHG�� ,� UHFHLYHG� VRPH� YHU\SRLQWHG�PDLO�WHOOLQJ�XV�LQ�QR�XQFHUWDLQ�WHUPV�WR�GR�QRWKLQJ�ZKLFK�PLJKW�FKDVH³WKHLU�>EDQN@�DZD\´��:LWK�WKH�/RFDO�*RYHUQPHQW�HOHFWLRQV�ORRPLQJ��WKH�LVVXHDOVR�EHFDPH�SROLWLFDO�
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3UXGHQFH�SUHYDLOHG��:H�ZLWKGUHZ�
:DWVRQ� UHODWHV� DQRWKHU� VWRU\� FRQFHUQLQJ� :DQGRDQ�� ,Q� 6HSWHPEHU� ������ DW� WKHLQYLWDWLRQ� RI� WKH� 7DURRP�6KLUH�&RXQFLO�� D� SXEOLF�PHHWLQJ�ZDV� KHOG� LQ� WKDW� WRZQ� WRHVWDEOLVK�ZKDW�LQWHUHVW�WKH�FRPPXQLW\�KDG�LQ�ZRUNLQJ�ZLWK�&UHGLW&DUH��7KH\�KDG�ORVWWKHLU�ODVW�EDQN�LQ������

6RPH� ��� UHVLGHQWV� DWWHQGHG�� DORQJ�ZLWK� WZR� UHSUHVHQWDWLYHV� RI� WKH�+HULWDJH%XLOGLQJ�6RFLHW\��ZKR�KDG�DQ�DJHQF\�ZLWK� WKH� ORFDO�QHZVDJHQW��7KH�PHHWLQJDJUHHG� WR� JR� WR� VXUYH\� DQG� ,� JRW� VWDUWHG� RQ� RXU� PHGLD� FDPSDLJQ�� WR� EXLOGVXSSRUW��7KH�&RXQFLO�DJUHHG�WR�GLVWULEXWH�WKH�VXUYH\��DV�WKH�>ORFDO�SRVW�RIILFH@ZDV�RSHQO\�KRVWLOH�
)URP� WKH� PHGLD� FRYHUDJH� FDPH� DQ� RIIHU� E\� 6RXWK� :HVW� 3RZHU�� ZKR� ZHUHSODQQLQJ�WR�EXLOG�D�QHZ�UHJLRQDO�RIILFH�LQ�:DQGRDQ�� WKDW� LI�ZH�FRXOG�DWWUDFWWKH�(OHFWULFLW\�&UHGLW�8QLRQ��(&8���WKH\�ZRXOG�SURYLGH�IUHH�DFFRPPRGDWLRQ�7KH�RQO\�GLIILFXOW\�ZDV�WKHLU�QHZ�EXLOGLQJ�ZDV�HLJKWHHQ�PRQWKV�DZD\�
7KH�VXUYH\�UHVXOWV�ZHUH�PRGHVW��EXW�QRW�XQH[SHFWHG��JLYHQ�WKH�WRZQ�KDG�EHHQZLWKRXW�D�EDQN� IRU� WZR�\HDUV��3HRSOH�KDG�PDGH�RWKHU�DUUDQJHPHQWV��%XW�ZHSHUVLVWHG� DQG� D� SURSRVDO� ZDV� SODFHG� EHIRUH� WKH� &RXQFLO�� ZKLFK� LQ� HVVHQFHVDLG��LI�WKH\�ZRXOG�SURYLGH�WHPSRUDU\�DFFRPPRGDWLRQ�SHQGLQJ�WKH�EXLOGLQJ�RIWKH�6RXWK�:HVW�3RZHU�IDFLOLW\��(&8�ZRXOG�RSHQ�D�EUDQFK��7KH�SURSRVDO�DOVRDVNHG�&RXQFLO�WR�SODFH�D�ORQJ�WHUP�GHSRVLW�ZLWK�(&8�IRU����������
&RXQFLO� DFFHSWHG� WKH� SURSRVDO� DQG� WRJHWKHU� ZH� VHW� DERXW� WKH� WDVN� WR� ILQGVXLWDEOH�SUHPLVHV��:H�VHWWOHG�RQ�WKH�IRUPHU�SUHPLVHV�RI�RQH�RI�WKH�ODUJH�ZRROKRXVHV� DQG� WKH� &RXQFLO� PDGH� SODQV� WR� SODFH� VRPH� LI� LWV� RZQ� VWDII� LQ� WKHEXLOGLQJ�IRU�D�MRLQW�RSHUDWLRQ�ZLWK�(&8��:H�ZHUH�UHDG\�WR�UROO�
7KHQ� DORQJ� FDPH� WKH� /RFDO�*RYHUQPHQW� HOHFWLRQV�� 7KH�0D\RU� DQG� KDOI� WKH&RXQFLOORUV� ORVW� RIILFH�� WKH� QHZ� &RXQFLO� UHYHUVHG� DOO� WKH� GHFLVLRQV� RI� WKHSUHYLRXV�&RXQFLO�DQG�WKH�ZKROH�PDWWHU�FDPH�WR�D�JULQGLQJ�KDOW«
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6RPHWLPHV�SDLQVWDNLQJ�ILHOGZRUN�SURGXFHG�QR�UHVXOWV��)RU�H[DPSOH��QRWKLQJ�FDPH�RID� SURSRVDO� WR� VWDUW� D� EUDQFK� LQ� WKH� %ULVEDQH� VXEXUE� RI� 6KHUZRRG�� )LHOGZRUN� LQ� WKH7RUUHV�6WUDLW�ZDV� VWXEERUQO\� LQFRQFOXVLYH��$W�<DQGLQD��QRWZLWKVWDQGLQJ� WKH� DEVHQFHRI�D�EDQN��&UHGLW&DUH�ZRUN�IL]]OHG�DQG�WKH�FRPPXQLW\�HQWHUHG�D�IUDQFKLVH�DJUHHPHQWZLWK� D� UHJLRQDO� EDQN�� 2Q� 6WUDGEURNH� ,VODQG�� DIWHU� &UHGLW&DUH� UHFHLYHG� D� VWURQJUHVSRQVH�WR�D�VXUYH\��7RP�:DWVRQ�WKRXJKW�LW�D�EHWWHU�SURVSHFW�WKDQ�0DJQHWLF�,VODQG�7KH�QRPLQDWHG�FUHGLW�XQLRQ�SXOOHG�RXW��KRZHYHU��DQG� WKH�SURMHFW¶V� FUHGLELOLW\� µQRVH�GLYHG¶�� :DWVRQ� DSSURDFKHG� WKH� 4XHHQVODQG� 2IILFH� RI� 5XUDO� &RPPXQLWLHV� �25&�H[SORULQJ�WKH�SRVVLELOLW\�RI�DQ�DJJUHJDWHG�PRGHO�DQG�LW�ZDV�DJUHHDEOH��6WLOO�&UHGLW&DUHZDV�XQDEOH� WR�JHW� D�FUHGLW�XQLRQ� WR�FRPPLW��$�EXLOGLQJ� VRFLHW\�ZDV�DSSURDFKHG�EXWZDV� QRW� LQWHUHVWHG� DQG� WKH� PDWWHU� UHPDLQHG� LQFRQFOXVLYH� DIWHU� WKUHH� \HDUV¶� HIIRUWGHVSLWH� H[FHOOHQW� FRQGLWLRQV� IRU� SURILWDELOLW\�� ,Q� DQRWKHU� H[DPSOH�� ZKHQ� &UHGLW&DUHPRYHG�WR�DVVLVW�LQ�&XQQDPXOOD��IROORZLQJ�UXPRXUV�RI�D�EDQN�FORVXUH��WKH�VKLUH�FRXQFLOIDLOHG�WR�SXEOLFLVH�D�PHHWLQJ�DQG�LW�WXUQHG�RXW�WR�EH�D�µGXG¶��ZLWK�RQO\�QLQH�DWWHQGLQJ�$IWHU�IXUWKHU�PHHWLQJV��WKH�EDQN�GHFLGHG�WR�VWD\�
2IWHQ�&UHGLW&DUH�ZRXOG�DGYLVH�VWD\LQJ�ZLWK�D�EDQN��)RU�H[DPSOH��D�SXEOLF�PHHWLQJ�DW,QMXQH�� 4XHHQVODQG�� ZDV� WROG� WKDW� D� EDQN� ZDV� VWLOO� RSHUDWLQJ� LQ� WKH� WRZQ� DQG� WKDWWRZQVSHRSOH� PLJKW� SUHIHU� WR� VXSSRUW� WKLV�� 7KH� EDQN� ZDV� HQFRXUDJHG� WR� VWD\�� 7KH:RRGIRUG�DQG�'HFHSWLRQ�%D\�FRPPXQLWLHV�ZHUH�DOVR�DGYLVHG�WR�VWD\�ZLWK�D�EDQN��$W0LUDQL��&UHGLW&DUH�UHFRPPHQGHG�DQ�DJUHHPHQW�ZLWK�D�SHUPDQHQW�EXLOGLQJ�VRFLHW\�
��� 2EVWDFOHV�DQG�(DUO\�3UREOHPV
:KLOH� PRVW� FRXQFLOV� ZHUH� NHHQ� WR� EH� VHHQ� WR� EH� DVVLVWLQJ� VROXWLRQV� WR� D� VHULRXVSUREOHP�LQ�µQR�EDQN¶�WRZQV�DQG�ZHUH�KHOSIXO�LQ�WKLV�HDUO\�SKDVH��QRW�DOO�ZHUH��6RPHZHUH�RSHQO\�KRVWLOH� 2WKHU�UHDO�DQG�SHUFHLYHG�REVWDFOHV�LPSLQJLQJ�XSRQ�&UHGLW&DUH¶VSURJUHVV�LQ�WKH�WZR�\HDUV�WR������LQFOXGHG�
x OLPLWHG�UHVRXUFHV��JLYHQ�WKH�QDWLRQDO�VFRSH�RI�WKH�SURMHFW�
x VWDUW�XS�FRVW�GLVLQFHQWLYHV�IRU�FRPPXQLWLHV�DQG�KRVW�FUHGLW�XQLRQV�
x ORDQV�FRQGLWLRQV�JHQHUDOO\�XQVXLWHG�WR�SULPDU\�LQGXVWU\�DQG�WR�ORFDO�EXVLQHVV�
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x EDQNV� µFUHDPLQJ� RII¶� SURILWDEOH� EXVLQHVV� OHDYLQJ� FUHGLW� XQLRQV� ZLWK� H[SHQVLYHµWUDQVDFWLRQ¶�EXVLQHVV�
x LQDELOLW\�RI�FUHGLW�XQLRQV�WR�DWWUDFW�OXFUDWLYH�EXVLQHVV�EDQNLQJ�DQG�PRUWJDJHV�IURPµOR\DO¶�VXSSRUWHUV�RI�PDMRU�EDQNV�
x XQUHDOLVWLF�H[SHFWDWLRQV�RI�FRPPXQLWLHV�
x SHUFHSWLRQ� LQ� VRPH�TXDUWHUV� WKDW�FUHGLW� XQLRQV�ZHUH� µFRPPXQLW\� µ� RUJDQLVDWLRQVDQG�QRW�µHFRQRPLF¶�LQVWLWXWLRQV�
x UHJXODWRU\� DQG� LQVWLWXWLRQDO� IDFWRUV� DGYHUVHO\� DIIHFWLQJ� FUHGLW� XQLRQ� FRPPHUFLDORSHUDWLRQV��GLVFXVVHG�EHORZ��
x WKH�FRPSOH[LW\�DQG�ODERXU�LQWHQVLYH�QDWXUH�RI�PDWFKLQJ�D�KRVW� LQVWLWXWLRQ�ZLWK�DFRPPXQLW\�
x HQOLVWLQJ�YDULDEOH�FUHGLW�XQLRQ�PRYHPHQW�VXSSRUW�LQ�D�SHULRG�RI�XQFHUWDLQW\��DQG
x VHOI�LQWHUHVWHG�LQGLYLGXDOV�DQG�JURXSV�LQFOLQHG�WR�VXEYHUW�DQG�REVWUXFW�
$QRWKHU�HDUO\�SUREOHP�LQYROYHG�EULQJLQJ�D�GHFLVLYH�OLQH�WR�D�FRPPHUFLDO�RSHUDWLRQ��LQZKLFK�FRPPRQZHDOWK�GHSDUWPHQWV�KDG�GLIIHUHQW�DQG�VRPHWLPHV�FRPSHWLQJ�SULRULWLHV�EXW�WKHVH�ZHUH�HYHQWXDOO\�LURQHG�RXW��$�ERDUG�RI�WKUHH�IRUPHG�LQFOXGLQJ�&86&$/�DQGGHSDUWPHQWDO�VWDII��ZKLFK�PHW�TXDUWHUO\�DQG�UHSRUWHG�WZLFH�D�\HDU��QRWLQJ�PLOHVWRQHV�DQG�LQFOXGLQJ�RSHUDWLRQV�PDQDJHU�DQG�ILHOG�RIILFHU�UHSRUWV��DXGLWV��PHGLD�UHSRUWV�DQGRWKHU� SHUIRUPDQFH� LQGLFDWRUV�� *HQHUDOO\�� UHODWLRQV� EHWZHHQ� WKH� SDUWQHUV� ZHUHKDUPRQLRXV�DQG�SURGXFWLYH�LQ�WKLV�HDUO\�SHULRG�
��� 5HJXODWRU\�,PSHGLPHQWV
2QH�RI�WKH�PRUH�DZNZDUG�SUREOHPV�IDFLQJ�&UHGLW&DUH�ZDV�WKH�UHJXODWRU\�IUDPHZRUNLQ�ZKLFK� FUHGLW� XQLRQV� RSHUDWHG��:KHQ� -RKQ�+RZDUG¶V�&RDOLWLRQ� VZHSW� /DERU� IURPSRZHU�LQ�WKH������IHGHUDO�HOHFWLRQ��WKH�QHZ�JRYHUQPHQW�LPPHGLDWHO\�IODJJHG�IXUWKHU�UDGLFDO�UHIRUPV�WR�WKH�ILQDQFLDO�V\VWHP��DSSRLQWLQJ�WKH�:DOOLV�&RPPLWWHH�WR�H[DPLQHWKH� SURJUHVV� RI� LQGXVWU\� GHUHJXODWLRQ� DQG� WR� PDNH� UHFRPPHQGDWLRQV� IRU� LPSURYHGHIILFLHQF\��FRPSHWLWLYHQHVV�DQG�IOH[LELOLW\��7KH�:DOOLV�5HSRUW��0DUFK�������REVHUYHGWKDW�WKH�H[LVWLQJ�UHJXODWRU\�VWUXFWXUH��ZKLFK�LQFOXGHG�VHSDUDWH�DUUDQJHPHQWV�IRU�EDQNVDQG�1%),��KDG� µIDLOHG� WR� GHOLYHU� XQLIRUPLW\�� FRVW� HIILFLHQF\� RU� UHJXODWRU\� QHXWUDOLW\HLWKHU�DFURVV�LQGXVWULHV�VXSHUYLVHG�RU�ZLWK�FRPSHWLWRUV�LQ�WKH�ZLGHU�ILQDQFLDO�V\VWHP¶�
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,W� FRQFOXGHG� WKDW� µEXLOGLQJ� VRFLHWLHV� DQG� FUHGLW� XQLRQV� KDYH� EHHQ� LQQRYDWLYH� LQ� WKHSURYLVLRQ�RI�ILQDQFLDO�VHUYLFHV�DQG�DUH�FDSDEOH�RI�LQFUHDVLQJ�PDUNHW�FRQWHVWDELOLW\�DQGSURYLGLQJ�JUHDWHU�FKRLFH¶�EXW�WKDW�WKH�FXUUHQW�VFKHPH�GLG�µQRW�OHQG�LWVHOI�WR�WKLV�UROH�LQWKH� IXWXUH¶�� 7KH� LQTXLU\� UHFRPPHQGHG� WKH� WUDQVIHU� IURP� VWDWH� DQG� WHUULWRU\JRYHUQPHQWV� WR� WKH� &RPPRQZHDOWK� *RYHUQPHQW� RI� UHJXODWRU\� UHVSRQVLELOLW\� IRU1%),�
2QO\�VORZ�SURJUHVV�ZDV�PDGH�LQ�LPSOHPHQWLQJ�:DOOLV�UHFRPPHQGDWLRQV�RYHU�WKH�QH[WHLJKWHHQ� PRQWKV�� KRZHYHU�� DQG�� LQ� WKH� LQWHULP�� 1%),� UHPDLQHG� DW� D� FRPSHWLWLYHGLVDGYDQWDJH�� $� &86&$/� VSRNHVSHUVRQ� WROG� WKH� +DZNHU� &RPPLWWHH� ,QTXLU\� LQWR$OWHUQDWLYH� 0HDQV� RI� 3URYLGLQJ� %DQNLQJ� DQG� /LNH� 6HUYLFHV� LQ� 5HJLRQDO� $XVWUDOLD�GLVFXVVHG�DW�SS���������WKDW�GHOD\V�ZHUH�KDYLQJ�VLJQLILFDQW�FRPPHUFLDO�FRQVHTXHQFHVIRU� FUHGLW� XQLRQV�� ZKLFK� ZHUH� LPSDFWLQJ� XSRQ� WKH� &UHGLW&DUH� SURJUDP�� &86&$/VXEPLVVLRQV�LGHQWLILHG�WKUHH�PDWWHUV�DIIHFWLQJ�WKH�FDSDFLW\�RI�FUHGLW�XQLRQV�WR�GHOLYHUEDQNLQJ�VHUYLFHV�LQ�UHJLRQDO�$XVWUDOLD�
x VWDPS�GXWLHV�RQ�WUDQVIHUV�RI�KRPH�ORDQV�RSHUDWLQJ�DV�D�GLVLQFHQWLYH�WR�UHILQDQFLQJDQG�GLPLQLVKLQJ�FRPSHWLWLRQ�
x FRPPHUFLDO�SUDFWLFHV�IDYRXULQJ�RU�PDQGDWLQJ�WKH�XVH�RI�EDQN�FKHTXHV�LQ�SURSHUW\VHWWOHPHQWV�
x GHELW� WD[HV� SDLG� E\� ORFDO� JRYHUQPHQWV� RQ� WUDQVDFWLRQV� WKURXJK� QRQ�EDQNLQVWLWXWLRQV�
&86&$/� 3XEOLF� $IIDLUV� DQG� *RYHUQDQFH� *HQHUDO� 0DQDJHU� 'DYH� 7D\ORU� WROG� WKHFRPPLWWHH�

:H� KDYH� D� UHJXODWRU\� V\VWHP� ZKLFK� PRVW� LQ� WKH� FRPPXQLW\� DUH� WRWDOO\XQIDPLOLDU�ZLWK��%\� FRQWUDVW� EDQNV� FXUUHQWO\� KDYH� D� SULYLOHJHG� SODFH� LQ� RXUUHJXODWRU\� V\VWHP�� 7KH\� DUH� UHJXODWHG� E\� WKH� 5HVHUYH� %DQN� DQG� VR� SHRSOHWKLQN� WKH\� DUH� VSHFLDO�� 3HRSOH� WKLQN� WKDW� WKH\� DUH� VDIHU� WKDQ� FUHGLW� XQLRQVGHVSLWH� ZKDW� WKH� LQIRUPHG� PD\� XQGHUVWDQG�� 6R� GHVSLWH� WKH� XVHUV� RI� FUHGLWXQLRQV�EHLQJ�H[WUHPHO\�VDWLVILHG�ZLWK�WKH�VHUYLFHV�WKH\�DUH�SURYLGHG���DQG�ZHVHH�WKLV�LQ�PDQ\�VXUYH\V�WKDW�ZH�GR�DQG�LQ�LQGHSHQGHQW�VXUYH\V���VRPH�SHRSOH
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FKRRVH� WR�VWD\�ZLWK�RWKHU� LQVWLWXWLRQV�UHJDUGOHVV�RI� WKHLU� OHYHO�RI� VDWLVIDFWLRQZLWK�WKHP�
&UHGLW&DUH�2SHUDWLRQV�0DQDJHU�0DUN�*HQRYHVH� VDLG� WKDW�ZKHQ�EDQNV�SXOOHG�RXW� RIWRZQV�WKH\�WRRN����SHU�FHQW�RI�EXVLQHVV�ZLWK�WKHP��5HJXODWRU\�LPSHGLPHQWV�DFWHG�DV�DGLVLQFHQWLYH��EHFDXVH�SHRSOH�ZHUH�XQDEOH�WR�PRYH�ORDQV�HDVLO\��HVSHFLDOO\�ZKHQ�WKHUHZDV�QR�RQH�OHIW�LQ�WKH�WRZQ�WR�FRPSHWH�ZLWK�D�YDFDWLQJ�EDQN��*HQRYHVH�DOVR�REVHUYHGWKDW�EDQNV�WRRN�WKH�EHVW�RI� WKH�PDUNHW�E\�RIIHULQJ� LQFHQWLYHV� WR� IDUPHUV� WR�VWD\�ZLWKWKHP�

:H� DUH� ILQGLQJ� WKDW� ZLWK� WKH� OHJLVODWLYH� SUREOHPV� WKDW� ZH� KDYH� DV� ZHOO� ZHFDQQRW�RIIHU�D�FRPSHWLWLYH�SURGXFW�WR�WKRVH�IDUPHUV�VR�ZH�DUH�JRLQJ�LQ�WKHUHDQG�ZH�DUH�JHWWLQJ�WKH�PXP�DQG�GDG�EDQNLQJ��WKH�EXVLQHVV�WKDW�WKH�EDQNV�GRQRW�ZDQW� �� WKH�������� LQ� WKH� VDYLQJV� DFFRXQW�� WKH�FKHTXH� DFFRXQW�� WKH�$70FDUG��WKH�VPDOO�SHUVRQDO�ORDQV�RU�ZKDWHYHU�WKH\�PLJKW�KDYH��:H�DUH�WU\LQJ�WRSURYLGH� WKHVH� VRUWV� RI� VHUYLFHV� ZLWK� D� VLPLODU� W\SH� RI� VHUYLFH� OHYHO� ZLWKRXWJHWWLQJ�WKH�ELJ�OLFNV�RI�EXVLQHVV�WKDW�ZH�QHHG�WR�PDNH�WKH�WKLQJ�FRPPHUFLDOO\VXVWDLQDEOH�LQ�WKH�ORQJ�WHUP�
&86&$/�ZDV�DOVR�FRQFHUQHG�WKDW�WKH�FDSDFLW\�RI�FUHGLW�XQLRQV�WR�SURYLGH�VHUYLFHV�LQUHJLRQDO� $XVWUDOLD� ZRXOG� EH� WKUHDWHQHG� E\� WKH� JRYHUQPHQW¶V� SURSRVHG� *67� µLQSXWWD[LQJ¶�SURSRVDO��$FFRUGLQJ�WR�WKLV��ILQDQFLDO�VHUYLFHV�ZRXOG�EH�UHTXLUHG�WR�SD\�*67RQ�LQSXWV��8QOLNH�DOO�RWKHU�VHUYLFHV��ZLWK�WKH�H[FHSWLRQ�RI�UHVLGHQWLDO�UHQWV��KRZHYHU�FUHGLW�XQLRQV�ZRXOG�QRW�EH�DEOH�WR�GHGXFW�WKH�FRVW�RI�WKLV�WD[�IURP�*67�FROOHFWHG�IURPFXVWRPHUV�� 0RGHOOLQJ� ZRUN� RQ� SRWHQWLDO� FRVWV� DFURVV� WKH� FUHGLW� XQLRQ� LQGXVWU\HVWLPDWHG� FRVWV� ZRXOG� EH� DSSUR[LPDWHO\� ���� PLOOLRQ�� &86&$/� DUJXHG� WKDW� FUHGLWXQLRQV�ZRXOG�LQFXU�D�GLVSURSRUWLRQDWHO\�KLJKHU�LQFUHDVH�LQ�LQSXW�FRVWV�WKDQ�WKHLU�PDMRUFRPSHWLWRUV�� WKH�EDQNV��GLVDGYDQWDJLQJ� WKH� IRUPHU��7KH�DGGLWLRQDO� WD[� LPSRVW�ZRXOGUHVXOW� LQ� FUHGLW� XQLRQV� HLWKHU� LQFUHDVLQJ� SULFHV� RU� ZLWKGUDZLQJ� IURP� OHVV� SURILWDEOHDFWLYLWLHV�VXFK�DV�VHUYLFHV� WR� UHJLRQDO�DQG�UHPRWH�FRPPXQLWLHV��7KH� LPSOLFDWLRQV� IRU&UHGLW&DUH�ZHUH�REYLRXV�



��

7KH� /RFDO� *RYHUQPHQW� $VVRFLDWLRQ� �/*$�� WROG� WKH� +DZNHU� ,QTXLU\� WKDW� 1%),SUHVHQWHG�D�UHDO�EDQNLQJ�DOWHUQDWLYH�DQG�WKDW�WKH�DVVRFLDWLRQ�VWURQJO\�VXSSRUWHG�WKHP�%XW�WKH�/*$�DOVR�QRWHG�WKDW�FRPPXQLW\�SDUWLFLSDWLRQ�LQ�WKH�&UHGLW&DUH�SURJUDP�ZDVOLPLWHG� E\� WKH� GHJUHH� WR� ZKLFK� LQVWLWXWLRQV� FRXOG� XQGHUWDNH� D� UDQJH� RI� VWDQGDUGEDQNLQJ� DFWLYLWLHV�� ([DPSOHV�ZHUH� FUHGLW� XQLRQV¶� LQDELOLW\� WR� LVVXH� FKHTXHV� LQ� WKHLURZQ�QDPH��UHTXLULQJ�DJUHHPHQW�ZLWK�D�EDQN��UHJXODWHG�RYHUGUDIW�FRQGLWLRQV�XQVXLWHGWR� IDUPHUV� DQG� UHJXODWHG� ORDQV�DVVHWV� UDWLRV�� DIIHFWLQJ� FRPPHUFLDO� OHQGLQJ�� ZKLFKPDGH�WKHP�XQVXLWHG�WR�SULPDU\�LQGXVWU\��7KH�/*$�FRQILUPHG�WKDW�EDQN�DFFRXQW�GHELWWD[HV�SD\DEOH�E\�ORFDO�JRYHUQPHQWV�DQG�RWKHU�H[HPSW�DFFRXQW�KROGLQJ�LQVWLWXWLRQV�RQWUDQVDFWLRQV�WKURXJK�1%),�ZHUH�SUREOHPV��,W�ZDV�XQUHDVRQDEOH�WKDW�1%),�VKRXOG�SD\VWDPS�GXWLHV� RQ�PRUWJDJHV� WUDQVIHUULQJ� WR� LQVWLWXWLRQV��ZKLFK�ZHUH� HVWDEOLVKLQJ� LQ� DUXUDO� DUHD� WR� UHSODFH� FORVLQJ� EDQN� EUDQFKHV�� /RFDO� JRYHUQPHQW� FRXQFLOV� ZHUH� LQ� DSRVLWLRQ�WR�OHYHUDJH�1%),�RSHUDWLRQV�E\�WUDQVDFWLQJ�EXVLQHVV�WKURXJK�UXUDO�EUDQFKHV�EXW� QRW� ZKLOH� UHJXODWRU\� LPSHGLPHQWV� SUHYHQWHG� WKLV�� 7KLV� ZDV� HVSHFLDOO\� VR� DVQRUPDOO\� ORFDO� JRYHUQPHQW� DEVRUEHG� µXS� IURQW¶� FRVWV� LQ� HVWDEOLVKLQJ� D� EUDQFK�� 7KH/*$�XUJHG�WKH�JRYHUQPHQW�WR�XUJHQWO\�LPSOHPHQW�:DOOLV�5HSRUW�UHFRPPHQGDWLRQV���
��� &UHGLW�8QLRQ�$PELYDOHQFH
:KLOH�FUHGLW�XQLRQV� LQ�JHQHUDO�ZHUH�KDSS\� WR�EDVN� LQ� WKH� UHIOHFWHG�JORU\� RI�SRSXODUVHQWLPHQW� DQG� SRVLWLYH�PHGLD� FRYHUDJH�ZKLFK�&UHGLW&DUH�ZDV� DWWUDFWLQJ� �JHQHUDWLQJPXFK� YDOXDEOH�� IUHH� SXEOLFLW\��� DQG�ZLWK� µQRW� D� GRRU� LQ� SDUOLDPHQW¶� FORVHG� WR� FUHGLWXQLRQV�� RSLQLRQ� DERXW� WKH� SURMHFW� ZDV� IDU� IURP� XQDQLPRXV�� %HDULQJ� LQ� PLQG� WKHGHPRFUDWLF�QDWXUH�RI�WKH�FUHGLW�XQLRQ�PRYHPHQW��WKLV�LV�KDUGO\�VXUSULVLQJ�
&UHGLW&DUH� UHVHDUFK� VKRZHG� WKDW�PDQ\� WRZQV�ZHUH� LQFDSDEOH� RI� VXSSRUWLQJ� D� FUHGLWXQLRQ�EUDQFK�RU�DJHQF\�HYHQ�ZLWK�WKH�ORZHU�UHWXUQV�GHPDQGHG�E\�VRFLHWLHV��6RPH�IHOWWKDW� XQUHDVRQDEO\� UDLVLQJ� D� FRPPXQLW\¶V� H[SHFWDWLRQV� LQ� WKHVH� FLUFXPVWDQFHV� DQGµGLVDSSRLQWLQJ¶� E\� UXOLQJ� RXW� D� IDFLOLW\� DV� QRW� YLDEOH�� SURGXFHG� DGYHUVH� DIIHFWV�0RUHRYHU��VRPH�FRPPXQLWLHV�VLPSO\�GLG�QRW�ZDQW�DVVLVWDQFH��RU�D�FUHGLW�XQLRQ��:K\LQWUXGH"�+DELWV� KDG� DOUHDG\� GHYHORSHG� LQ� VRPH� SODFHV� RI� GULYLQJ� RXW� RI� WRZQ� WR� GR
�� +DZNHU�5HSRUW�RS��FLW� SS�������������*HQHUDO�$VVHPEO\�IRU�/RFDO�*RYHUQPHQW�&RQIHUHQFH�1RYHPEHU������



��

VSHFLDOLVW�VKRSSLQJ�DQG�EXVLQHVV�LQ�ODUJHU�UHJLRQDO�FHQWUHV��:K\�LQWHUIHUH"�&UHGLW&DUHZDV�ZDVWLQJ� WLPH� DQG� UHVRXUFHV� LQ� VXFK� VLWXDWLRQV��:KLOH� WKH� RQXV� IRU� VXFFHVV�ZDVXSRQ�FRPPXQLWLHV��FUHGLW�XQLRQV�KDG�XOWLPDWH�UHVSRQVLELOLW\�IRU�FRQWUROOLQJ�FRVWV�DQGVHWWLQJ� UHDOLVWLF� JRDOV�� 7KHUH�ZDV� SRWHQWLDO� IRU� D� EDFNODVK� LQ� WKLV�� $Q� HPEDUUDVVLQJSUHVV� UHSRUW� WROG� RI� D� QLQHW\�WZR� \HDU� ROG� PDQ� ZKR� NHSW� KLV� PRQH\� XQGHU� D� EHGEHFDXVH� KH�ZDV� LQHOLJLEOH� WR� MRLQ� D� FUHGLW� XQLRQ�� QRW� KDYLQJ� D� GULYHU¶V� OLFHQFH� RU� DFUHGLW�FDUG�WR�SURYH�KLV�LGHQWLW\�
+RZ�FRXOG� FUHGLW� XQLRQV� VXFFHHG�ZKHUH�EDQNV�KDG� IDLOHG"�7KH\�KDGQ¶W� µIDLOHG¶�� WKHFRXQWHU� DUJXPHQW� UDQ�� WKH\� FRXOGQ¶W� PDNH� HQRXJK SURILW�� FUHGLW� XQLRQV� VHUYHG� DGLIIHUHQW�PRWLYDWLRQ�� 6RPH�ZHUH� FRQFHUQHG� WKDW� LQVWLWXWLRQV� VHHPHG� WR� EH� DWWUDFWLQJWKH� µXQSURILWDEOH¶� HQG�RI� WKH� FRQVXPHU� ILQDQFH�PDUNHW� �� FRVWO\� WUDQVDFWLRQV�� ,QGHHG�QHZ�FUHGLW�XQLRQ�PHPEHUV�LQ�WKH�&UHGLW&DUH�SURJUDP�KDG�GHSRVLWHG�����PLOOLRQ�ZLWKKRVW�FUHGLW�XQLRQV�DQG�WDNHQ�RXW� ORDQV�WRWDOLQJ�RQO\�����PLOOLRQ�� 6FHSWLFV�SRLQWHG� WRWKLV�LPEDODQFH�LQ�UDLVLQJ�GRXEWV�DERXW�WKH�VFKHPH¶V�ORQJ�WHUP�YLDELOLW\��,QGHHG��PDQ\FUHGLW�XQLRQV��GHDOLQJ�ZLWK�QDUURZ�PDUJLQV��ZHUH�DOUHDG\�LQWURGXFLQJ�XQSRSXODU�IHHVDQG�RWKHU� µOR\DOW\¶�FULWHULD��7KH�YLDELOLW\�RI�D� IDFLOLW\� LQ� VPDOO� WRZQV�ZDV�FRQWLQJHQWXSRQ�ERUURZHUV�DQG�PHPEHUV�XWLOLVLQJ�D�FUHGLW�XQLRQ¶V�IXOO�UDQJH�RI�EXVLQHVV�VHUYLFHV�LQFOXGLQJ�PRUWJDJHV��7KH\�ZHUH�QRW�GRLQJ�VR��:KDW�IXWXUH�ZDV�WKHUH�IRU�FUHGLW�XQLRQEUDQFKHV� LQ� VPDOO� WRZQV"� :K\� ZDVQ¶W� WKH� SURJUDP� WDUJHWLQJ� ODUJHU� WRZQV� ZKHUHEUDQFKHV�KDG�VRPH�UHDO�SURVSHFW�RI�VXFFHVV"�&UHGLW�XQLRQV�VKRXOG�EH�DWWUDFWLQJ�µPRUHYDOXDEOH¶�PHPEHUV��QRW�MXVW�VLPSO\�µQXPEHUV¶�EXW�ERUURZHUV�DQG�LQYHVWRUV��3DWLHQFH�VXSSRUWHUV�VDLG���WKH�ORDQV�ZRXOG�FRPH��LI�HQFRXUDJHG�RYHU�WLPH�
,QGHHG�� FUHGLW� XQLRQ� EUDQFKHV� RU� DJHQFLHV� LQ� µQR� EDQN¶� WRZQV� XVXDOO\� KDG� D� UHDG\VDYLQJV�PDUNHW��EXW�QRW�D�µFDSWLYH¶�PDUNHW��7KH\�RIWHQ�H[SHULHQFHG�ILHUFH�FRPSHWLWLRQIURP�GHSDUWLQJ�EDQNV� LQFUHDVLQJ�PDUNHWLQJ�HIIRUWV� MXVW� EHIRUH� DQQRXQFLQJ� D� FORVXUH�%DQNV�VRXJKW�SDUWLFXODUO\�WR�µORFN�ERUURZHUV�LQ¶�E\�RIIHULQJ�DWWUDFWLYH�LQWHUHVW�UDWHV�RQORDQV�� %XVLQHVV� RZQHUV�� LQ� SDUWLFXODU�� ZHUH� XVHG� WR� EHLQJ� ZRRHG� E\� WKH� EDQNV� DQGRIWHQ� H[SHFWHG� D� FUHGLW� XQLRQ� WR� EH� PRUH� FRPSHWLWLYHO\� DJJUHVVLYH� WR� DWWUDFW� WKHLUEXVLQHVV��0DQ\�HOGHUO\�SHRSOH��ZKR�KDG�EDQNHG�ZLWK�D�SDUWLFXODU� LQVWLWXWLRQ�DOO� WKHLUOLYHV�� UHPDLQHG� µOR\DO¶� WR� WKDW� EDQN� IRU� PDMRU� EDQNLQJ� SXUSRVHV� DQG� XVHG� D� FUHGLWXQLRQ�RQO\�IRU�VLPSOH�WUDQVDFWLRQV�
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:KLOH�VRPH�LQ� WKH�PRYHPHQW�DUJXHG�WKDW�HYHU\�FUHGLW�XQLRQ�ZLWK�VXIILFLHQW� UHVHUYHVVKRXOG� VXSSRUW� DW� OHDVW� RQH� FRPPXQLW\� RU� WRZQ� DV� D� VRFLDO� UHVSRQVLELOLW\� SURMHFWUHJDUGOHVV�RI�ZKHWKHU�WKH�FRPPXQLW\�ZDV�LQ�WKHLU�PHPEHUVKLS�DUHD��RWKHUV�PDLQWDLQHGWKDW�DSSURSULDWH�FRQGLWLRQV�VKRXOG�H[LVW�WR�HQVXUH�SURILWDELOLW\��7KH�GHFLVLRQ�WR�ODXQFK&UHGLW&DUH�ZDV�VHHQ�E\�VRPH�DV�D�µWRS�GRZQ¶�VWUDWHJ\��ODFNLQJ�DGHTXDWH�FRQVXOWDWLRQ�:K\�ZDV�WKH�FUHGLW�XQLRQ�PRYHPHQW�LQYROYHG�LQ�D�MRLQW�LQLWLDWLYH�ZLWK�JRYHUQPHQW�LQDQ\�HYHQW"�:DV�LW�D�FUHGLW�XQLRQ�GHYHORSPHQW�SURJUDP�RU�D�FRPPXQLW\�GHYHORSPHQWSURJUDP"� :KDW� GLG� XUEDQ�EDVHG� FUHGLW� XQLRQV� NQRZ� DERXW� UXUDO� FRQGLWLRQV"� $&UHGLW&DUH� FUHGLW� XQLRQ� EUDQFK� KDG� EHHQ� IRUFHG� WR� FORVH� LQ� 5RVHGDOH� 9LFWRULD�IROORZLQJ�D�PHUJHU��:KDW�GLG�WKLV�VD\�WR�D�FRPPXQLW\�DERXW�µWUXVW¶"�:KDW�ZHUH�FUHGLWXQLRQV�GRLQJ�µLQ�EHG¶�ZLWK�EDQNV���3,%$��%DQN6$�DQG�%HQGLJR�%DQN±�WKH�µHQHP\¶"6RPH� DOOHJHG� �DIWHU� ������ WKDW� %HQGLJR� %DQN� IUDQFKLVHV� ZHUH� EHQHILWLQJ� IURP&UHGLW&DUH� JURXQGZRUN� LQ� SODFHV� OLNH� 0LUERR� 1RUWK�� 0LQ\LS� DQG� 5XSDQ\XS� LQ9LFWRULD��$FFRUGLQJ�WR�RQH�YHUVLRQ�RI�HYHQWV�D�KRVW�KDG�QRW�UHVSRQGHG�WR�FRPPXQLW\LQWHUHVW�LQ�9LFWRULD�LQ�VWDUWLQJ�D�FUHGLW�XQLRQ�DQG�DFFRUGLQJ�WR�DQRWKHU��WKH�FRPPXQLW\GHFLGHG� WR� ODXQFK� D� FRPPXQLW\� EDQN� DIWHU� &UHGLW&DUH� KDG� GRQH� WKH� UHVHDUFK� DQGKDQGHG� WKLV� RYHU�� ,QGHHG�� D� UDQJH� RI� QHZ� ILQDQFLDO� VHUYLFH� PRGHOV� ZDV� EHFRPLQJDYDLODEOH�� LQFOXGLQJ�FRPPXQLW\�EDQNV�DQG�EDQN� IUDQFKLVHV�� SURYLGLQJ�JUHDWHU�FKRLFHDQG� GLPLQLVKLQJ�&UHGLW&DUH¶V� SXUSRVH�� 6RPH� FUHGLW� XQLRQV�ZHUH� DOVR� LQGHSHQGHQWO\IRUPLQJ�DOOLDQFHV�ZLWK�$XVWUDOLD�3RVW¶V�JLUR3RVW��VKDULQJ�$70V�ZLWK�RWKHU�LQVWLWXWLRQVDQG�LQQRYDWLQJ�WR�PHHW�FKDQJLQJ�GHPDQG��7KDW�LV��WKH\�GLG�QRW�UHTXLUH�&UHGLW&DUH�DQGZHUH�PRYLQJ�PRUH� WR�DQ�DXWRQRPRXV�� WHFKQRORJLFDOO\� OHG�DSSURDFK� WDLORUHG� WR� ORFDOQHHG� DQG� DZD\� IURP� D� QDWLRQDOO\� DIILOLDWHG�� WUDGLWLRQDO� µEULFNV� DQG� PRUWDU¶FRQILJXUDWLRQ�� 0RUHRYHU�� WKH� ZKROH� TXHVWLRQ� RI� µEUDQFKHV¶�� SRWHQWLDOO\� µSRDFKLQJ¶PHPEHUV��ZDV�WUDGLWLRQDOO\�D�WKRUQ\�RQH�LQ�WKH�PRYHPHQW��1R�SUDFWLFDO�SURJUHVV�KDGEHHQ�PDGH�LQ�6RXWK�$XVWUDOLD�RU�7DVPDQLD��,QGHHG��HOHPHQWV�RI�WKH�6RXWK�$XVWUDOLDQFUHGLW� XQLRQ�PRYHPHQW� ZHUH� KRVWLOH�� DFWLYHO\� UHVLVWLQJ� &UHGLW&DUH�PRYHV� WR� EURNHUEUDQFKHV�LQ�WKDW�VWDWH��QRWZLWKVWDQGLQJ�FRPPXQLW\�VXSSRUW�LQ�VRPH�FDVHV��1HLWKHU�KDGIDFLOLWLHV�\HW�EHHQ�HVWDEOLVKHG�LQ�$76,�FRPPXQLWLHV��DOWKRXJK�ORQJ�VWDQGLQJ�ZRUNLQJJURXSV�KDG�EHHQ�HVWDEOLVKHG�



3HUKDSV� WKH� PRVW� ZRUU\LQJ� VWDWLVWLF� ZDV� WKDW� VWLOO� RQO\� VL[WHHQ� FUHGLW� XQLRQV� ZHUHSDUWLFLSDWLQJ� LQ� &UHGLW&DUH�� :DV� WKLV� EHFDXVH� LQVWLWXWLRQV� ZHUH� SUHRFFXSLHG� ZLWKUHJXODWRU\�LVVXHV�DQG�FRPSHWLWLRQ�RU�DQ�LQGLFDWLRQ�RI�D�JHQHUDO�UHOXFWDQFH��RU�ERWK"��
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1(:�1(('6���1(:�02'(/6������������
I�WKH�SHULRG������WR������ZDV�&UHGLW&DUH¶V�µJROGHQ�DJH¶�RI�IORXULVKLQJ��H[KLODUDWLQJURZWK��WKH�SHULRG�DIWHU������VDZ�WKH�SURJUDP�HQWHU�D�SUREOHPDWLFDO�SKDVH�LQ�ZKLFK�LWDV�HFOLSVHG�E\�UDSLGO\�FKDQJLQJ�HYHQWV�
�� $GGLWLRQDO�&RPPRQZHDOWK�)XQGLQJ
KH�SHULRG�EHJDQ�ZHOO�HQRXJK��)ROORZLQJ�D�SRVLWLYH�'HSDUWPHQW�RI�3ULPDU\�,QGXVWU\QG� (QHUJ\� �'3,(�� HYDOXDWLRQ� RI� WKH� &UHGLW&DUH� SURJUDP�� LQ� �������� WKHRPPRQZHDOWK� *RYHUQPHQW� FRPPLWWHG� DGGLWLRQDO� IXQGV� WR� WKH� LQLWLDWLYH� RI� ����LOOLRQ� RYHU� WKUHH� \HDUV� �D� WRWDO� FRQWULEXWLRQ� RI� ����� PLOOLRQ��� ,Q� D� GHPDQGLQJFKHGXOH��&UHGLW&DUH�ZDV�FRQWUDFWHG�E\� WKH�JRYHUQPHQW� WR�FRQWDFW�DW� OHDVW����� ORFDORPPXQLWLHV�� LQFOXGLQJ� YLVLWV� WR�$76,� DQG� RWKHU� UHPRWH� FRPPXQLWLHV�� SUHSDUH� ILIW\RPPXQLW\�EXVLQHVV�SODQV�DQG�FUHDWH�DW�OHDVW�WZHQW\�VHYHQ�QHZ�µRQ�JURXQG�ILQDQFLDOHUYLFHV¶��L�H��DSSUR[LPDWHO\����������SHU�XQLW�
�� 1HZ�6RXWK�:DOHV�*RYHUQPHQW�,QLWLDWLYHV
KH�1HZ�6RXWK�:DOHV�*RYHUQPHQW�ZDV�DOVR�VXSSRUWLYH��,Q�2FWREHU������WKH�3UHPLHUQQRXQFHG� D� IXUWKHU� ��������� JUDQW� WR� DVVLVW� &UHGLW&DUH� ILHOG� RIILFHUV� WR� FRQGXFWHDVLELOLW\�VWXGLHV�LQ�WZHQW\�ILYH�1HZ�6RXWK�:DOHV�WRZQV�DQG�D�QHZ�SURMHFW�WR�DVVLVWUHGLW�XQLRQV�PHHW�VPDOO�EXVLQHVV�QHHGV��DV�GLVWLQFW�IURP�µFRPPXQLW\�QHHGV¶��LQ�UXUDORPPXQLWLHV�� ,Q� HIIHFW�� WKLV�PHDQW� UHWXUQLQJ� WR� VLWHV� ZKHUH� D� &UHGLW&DUH� LQVWLWXWLRQ

� 6\GQH\�0RUQLQJ�+HUDOG�����)HEUXDU\�������7KH�$XVWUDOLDQ�����0DUFK����������$SULO�������&RXULHU0DLO�����2FWREHU�������:DOJHWW�6SHFWDWRU�����2FWREHU�������:HVWHUQ�$GYRFDWH �%DWKXUVW����� 1RYHPEHU�������.DWKHULQH�7LPHV��� 'HFHPEHU�������7KH�:HHNO\�7LPHV�����'HFHPEHU������7KH�:HVWHUQ�$XVWUDOLDQ��� -DQXDU\�������6XQGD\�7LPHV�����'HFHPEHU�������7KH�$JH�����2FWREHU������&UHGLW&DUH�1HZV��1RYHPEHU������
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ZDV� IXQFWLRQLQJ� DQG� SUHSDULQJ� UHSRUWV� LQ� DVVRFLDWLRQ� ZLWK� WKH� ORFDO� FRXQFLO� DQGEXVLQHVV�FRPPXQLW\�PHDVXULQJ�EXVLQHVV�UHVXOWV��GHWHUPLQLQJ�ZK\�RWKHU�EXVLQHVV�KDGQRW�EHHQ�LQYROYHG��PDNLQJ�UHFRPPHQGDWLRQV�IRU�LPSURYHPHQW�DQG�IXUQLVKLQJ�UHSRUWVWR�WKH�FRPPXQLW\��,W�ODWHU�H[WHQGHG�WR�FRQGXFWLQJ�VXUYH\V�LQ�WRZQV��ZKLFK�&UHGLW&DUHKDG� QRW� EHHQ� DEOH� WR� KHOS�� WR� DVVHVV� EXVLQHVV� RSSRUWXQLWLHV� DQG� FRQVLGHU� SRVVLEOHDOWHUQDWLYHV� WR� WKH� FUHGLW� XQLRQ� PRGHO� H�J�� ()7326�� PRELOH� EDQNLQJ� RU� UXUDOWUDQVDFWLRQ�FHQWUHV��)XQGV�IRU�WKH�1HZ�6RXWK�:DOHV�µEXVLQHVV�GHYHORSPHQW¶�SURJUDPZHUH�NHSW�VHSDUDWH�IURP�WKH�FRPPRQZHDOWK�DUUDQJHPHQW�ZLWK�&UHGLW&DUH�DFFRXQWV�
���� 7KH�µ+DQVRQ¶�)DFWRU
:KLOH� &UHGLW&DUH� RIILFHUV� FRXOG� IHHO� VHFXUH� WKDW� WKH� SURJUDP� ZDV� IXQGHG� IRU� DQDGGLWLRQDO�WKUHH�\HDUV��QRZ�D�QHZ��GHVWDELOL]LQJ�HOHPHQW�HQWHUHG�GHEDWHV��WKH�µ+DQVRQ¶IDFWRU�
7KH�ZKROH� WRQH� RI� QDWLRQDO� DIIDLUV�ZDV� FKDQJLQJ��$ IRUPHU�PHPEHU� RI� WKH� /LEHUDO3DUW\��3DXOLQH�+DQVRQ��ZKR�KDG�EHHQ�IRUFHG� IURP� WKH�SDUW\� IRU�KHU�H[WUHPLVW�YLHZV�WRRN� WKH� 4XHHQVODQG� VHDW� RI� 2[OH\� DW� WKH� ����� HOHFWLRQ�� DV� DQ� LQGHSHQGHQW�� 6KHVKRFNHG� $XVWUDOLD� ZLWK� D� PDLGHQ� VSHHFK� LQ� ZKLFK� VKH� EODPHG� $ERULJLQHV�� $VLDQLPPLJUDQWV�� DQG� SXEOLF� SROLFLHV� DOOHJHGO\� IDYRXULQJ� WKHVH� JURXSV� IRU� PDQ\� RI� WKHFRXQWU\
V�SUREOHPV��SDUWLFXODUO\�KLJK�XQHPSOR\PHQW��+DQVRQ�FDOOHG�IRU�D�KDOW�WR�$VLDQLPPLJUDWLRQ� WDULII�SURWHFWLRQ� IRU�$XVWUDOLDQ� LQGXVWU\ DQG�DQ�HQG� WR� IRUHLJQ�DLG�ZLWKPRQH\V�UHGLUHFWHG�WR�MREV�FUHDWLRQ��+HU�SRSXOLVW�LGHDV�IOHZ�FRQWHPSWXRXVO\�LQ�WKH�IDFHRI�HVWDEOLVKHG�SDUW\�SROLWLFDO�ZLVGRP�
,Q�$SULO�������+DQVRQ�IRUPHG�WKH�2QH�1DWLRQ�3DUW\��GUDZLQJ�XQGHU�LWV�EDQQHU�UDFLVW�SUR�JXQV�DQG�DQWL�LPPLJUDWLRQ� HOHPHQWV�� ,WV� µIRONV\¶�EUDQG�RI� HFRQRPLF�QDWLRQDOLVPDQG� [HQRSKRELD TXLFNO\� JDUQHUHG� /DERU� DQG� &RDOLWLRQ� YRWHV�� SDUWLFXODUO\� LQ� UXUDOHOHFWRUDWHV�� ,Q�UHVSRQVH�� WKH� IHGHUDO�JRYHUQPHQW�PRGLILHG�QDWLYH� WLWOH� ODZ�� UHIXVHG� WRDSRORJLVH� WR� LQGLJHQRXV� $XVWUDOLDQV� IRU� SDVW� LQMXVWLFHV� DQG� SODFHG� D� FODPS� RQLPPLJUDWLRQ��0HDQZKLOH��KRZHYHU��LW�GURYH�DQ�HFRQRPLF�UDWLRQDOLVW�DJHQGD�IDVWHU�DQGIXUWKHU��HQGLQJ�SURWHFWLRQ�DQG�EHJLQQLQJ�D�PDVVLYH�RYHUKDXO�RI�WKH�WD[DWLRQ�V\VWHP�



��

$IWHU�WKH�&RDOLWLRQ�ORVW�YRWHV�KHDYLO\�WR�2QH�1DWLRQ�LQ�WKH������4XHHQVODQG�HOHFWLRQ�WKH�+DQVRQLWHV�WKUHDWHQHG�WR�KROG�WKH�EDODQFH�RI�SRZHU�LQ�WKH�IHGHUDO�HOHFWLRQ�RI�WKDW\HDU��,Q�WKH�DSSURDFK�WR�WKH�HOHFWLRQ�WKH�&RPPRQZHDOWK�*RYHUQPHQW�XUJHQWO\�GHYLVHGD� UDIW� RI� WDUJHWHG� UXUDO� GHYHORSPHQW� SROLFLHV� DQG� SURJUDPV� ZLWK� VWURQJ� HOHFWRUDODSSHDO�� LQFOXGLQJ� SROLFLHV� IRU� DQ� DPELWLRXV� UXUDO� WUDQVDFWLRQ� FHQWUHV� SURJUDP�� 7KH&RDOLWLRQ�KXQJ�RQ�ZLWK�ORVVHV�WR�/DERU�EXW�2QH�1DWLRQ�IDLOHG�WR�PDNH�DQ\�UHDO�LPSDFW�QRWZLWKVWDQGLQJ� WKH� SDUW\¶V� FRQVLGHUDEOH� YRWH�� +DQVRQ� ORVW� KHU� VHDW� RI� 2[OH\�7UDGLWLRQDO�SDUW\� OR\DOWLHV�ZHUH�VWUDLQHG�DQG�QHZ�DOLJQPHQWV�DQG� LQGHSHQGHQWV�DURVHLQ�D�WRUWXRXV�SROLWLFDO�FOLPDWH�
��� &KDQJLQJ�&LUFXPVWDQFHV
2I� SULPDU\� LPSRUWDQFH� WR� RXU� GLVFXVVLRQ� ZDV� D� JURZLQJ� SHUFHSWLRQ� WKDW� WKH� FUHGLWXQLRQ�ILQDQFLDO�VHUYLFHV�PRGHO�� LQVWLWXWLRQDOO\��ZDV� LQVXIILFLHQW� LQ� LWVHOI� WR�PHHW�QHZFKDOOHQJHV��SDUWLFXODUO\�LQ�VPDOO�WRZQV�UHTXLULQJ�DQ�DUUD\�RI�ILQDQFLDO�DQG�JRYHUQPHQWVHUYLFHV��ZKLFK�&UHGLW&DUH�KDG�EHHQ�XQDEOH�WR�DVVLVW��7KDW�LV�QRW�WR�VD\�WKDW�WKH�FUHGLWXQLRQ�PRGHO�SHU�VH�ZDV�LQ�DQ\�ZD\�GHILFLHQW��RQO\�WKDW�LW�ZDV�SULPDULO\�DERXW�ILQDQFLDOVHUYLFHV� DQG� GLG� QRW� QHFHVVDULO\� KDYH� DSSOLFDWLRQ� LQ� VLWXDWLRQV� ZKHUH� RQO\� DQDJJUHJDWHG� VHUYLFHV� GHOLYHU\� PRGHO� KDG� DQ\� FKDQFH� RI� HVWDEOLVKLQJ� DQG� VXVWDLQLQJYLDELOLW\�
$�PDMRU�KXUGOH��ZKLFK�&UHGLW&DUH�KDG�RQO\� OLPLWHG� VXFFHVV� LQ�RYHUFRPLQJ��ZDV� WKHµVWDUW�XS¶� FRVW� GLVLQFHQWLYH� DSSO\LQJ� WR� KRVW� LQVWLWXWLRQV� DQG� FRXQFLOV�� ,Q� D� ILHUFHO\FRQWHVWHG�PDUNHW�ZKHUH� WHFKQRORJ\� LQFUHDVLQJO\� UXOHG��PRVW�FUHGLW�XQLRQV�ZHUH�QRZXWWHUO\�SUHRFFXSLHG�ZLWK�ILQGLQJ�LPSURYHG�ZD\V�WR�RSHUDWH��&RPSOH[�DPDOJDPDWLRQVZHUH� SURFHHGLQJ� DSDFH�� IRFXVHG� RQ� JUHDWHU� HIILFLHQF\�� UHGXFHG� RSHUDWLQJ� FRVWV�H[SDQVLRQ�LQWR�QHZ�SURGXFWV��QHZ�PDUNHWV�DQG�DOWHUQDWLYH�VWUXFWXUHV��$Q�XUJHQW�VHDUFKIRU�D�µEUDQG¶��GLIIHUHQWLDWLQJ�FUHGLW�XQLRQV�LQ�D�FURZGHG�PDUNHW��ZDV�SURFHHGLQJ��:LWKGLUHFWRUV�DQG�PDQDJHUV�VR�GLVWUDFWHG��&UHGLW&DUH�DSSHDUHG�WR�ILW�DZNZDUGO\�ZLWKLQ�WKHPRYHPHQW¶V�EURDGHU��VWUDWHJLF�SULRULWLHV�
0RUHRYHU�� QHZ� PRGHOV� RI� UXUDO� EDQNLQJ� ZHUH� EHFRPLQJ� PRUH� UHDGLO\� DYDLODEOH�SDVWRUDO� KRXVHV� VXFK� DV�(OGHUV� DQG�'DOJHW\¶V�� DQG�$XVWUDOLD� 3RVW��:HVWSDF�ZLWK� LQ�



��

VWRUH� IUDQFKLVHV� DQG� %DQN6$� ZLWK� WHUPLQDOV�� ZHUH� EXLOGLQJ� PDUNHWV�� IRU� H[DPSOH�2WKHU� EDQNV� ZHUH� HVWDEOLVKLQJ� µWKLUG� SDUW\� DJHQFLHV¶� LQ� QHZVDJHQWV� DQG� VWDWHJRYHUQPHQW� FHQWUHV�� :HVWSDF�� IRU� H[DPSOH�� DOUHDG\� KDG� VL[� VXFK� DJHQFLHV� DQG� ZDVSODQQLQJ� IRU� PRUH�� 1HZ� ILQDQFLDO� VHUYLFHV¶� WHFKQRORJLHV� DQG� SURGXFWV� ZHUH� EHLQJDFFHSWHG� IDVWHU� WKDQ� KDG� EHHQ� WKH� FDVH� HDUOLHU� LQ� &UHGLW&DUH¶V� OLIH�� 7KH� SUHYLRXVO\DFFHSWHG� QRWLRQ� WKDW� FRQVXPHUV� KDG� D� GLVWLQFW� SUHIHUHQFH� IRU� µIDFH� WR� IDFH¶� EUDQFKEDQNLQJ�ZDV�DOVR�EHLQJ�FKDOOHQJHG��ZLWK�VRPH�FRPPHQWDWRUV�DUJXLQJ�WKDW�WKH�VWLQJ�LQWKH� UXUDO� EDFNODVK� DJDLQVW� EDQN� EUDQFK� FORVXUHV�ZDV� HDVLQJ�ZLWK� WKH� UHOHDVH� RI� GDWDLQGLFDWLQJ�WKDW�FXVWRPHUV�ZHUH�IORFNLQJ�WR�WHOHSKRQH�EDQNLQJ��:HVWSDF�FODLPHG�WKDW�LWZDV� DFTXLULQJ� QHZ� FXVWRPHUV� DW� D� IDVWHU� UDWH� LQ� WKH� EXVK� WKDQ� LQ� PHWURSROLWDQ� DQGSURYLQFLDO� FHQWUHV�� GXH� PDLQO\� WR� WKH� UDSLG� WDNH�XS� RI� WHOHSKRQH� EDQNLQJ�� 7KHH[SHULHQFH� VXJJHVWHG� WKDW� FXVWRPHUV� ZHUH� LQFUHDVLQJO\� SUHSDUHG� WR� FKDQJH� WKHLUEDQNLQJ� KDELWV� LQ� RUGHU� WR� PDLQWDLQ� D� UHODWLRQVKLS� ZLWK� D� EDQN�� $� :HVWSDFVSRNHVSHUVRQ�GLG�FRQFHGH��KRZHYHU��WKDW�WKH�WDNH�XS�UDWH�RI�VRPH�FXVWRPHU�VHJPHQWV��SDUWLFXODUO\�ROGHU�SHRSOH�ZKR�ZHUH�XVHG�WR�IDFH�WR�IDFH�EDQNLQJ���ZDV�PXFK�ORZHUWKDQ�WKH�DYHUDJH�IRU�WKH�QDWLRQDO�FXVWRPHU�EDVH���
��� 7KH�&RPPXQLW\�%DQN�0RGHO
6LJQLILFDQWO\� IRU� &UHGLW&DUH�� D� QHZ� µFRPPXQLW\¶� SOD\HU� FDPH� LQWR� FRQWHQWLRQ� ±� DSRWHQWLDO� ULYDO�� FRPPXQLW\� EDQNV�� (DUO\� LQ� ����� WKH� 8QLYHUVLW\� RI� 6RXWKHUQ4XHHQVODQG� &HQWUH� IRU� $XVWUDOLDQ� )LQDQFLDO� ,QVWLWXWLRQV� �&$),�� EURDGFDVW� WKHH[SHULHQFH�RI�FRPPXQLW\�EDQNV�LQ�WKH�8QLWHG�6WDWHV��ZKHUH�D�JURXS�RI�VPDOO�ILQDQFLDOLQVWLWXWLRQV�KDG�VXFFHVVIXOO\�FDSLWDOLVHG�RQ�ORFDO�WLHV�DQG�µVPDOOQHVV¶�ZKLOH�GHYHORSLQJVWUDWHJLF�DOOLDQFHV�WR�RYHUFRPH�SUREOHPV�RI�VFDOH�
7KH� LGHD� FDXJKW� RQ� LQ� $XVWUDOLD�� ,Q� -XQH� ������ %HQGLJR� %DQN� �IRUPHG� LQ� ����� DV%HQGLJR� %XLOGLQJ� 6RFLHW\� DQG� WDNLQJ� D� EDQNLQJ� OLFHQFH� LQ� ������ RSHQHG� WKH� ILUVWFRPPXQLW\�EDQN�IUDQFKLVH�LQ�$XVWUDOLD��DW�5XSDQ\XS�0LQ\LS��9LFWRULD��2WKHUV�IRUPHGVRRQ�DIWHU�LQ�WKDW�VWDWH�DW�8SZH\��/DQJ�/DQJ��$YRFD��0DOGRQ�DQG�7RRUD�DQG�LQ�1HZ6RXWK�:DOHV�DW�+HQW\��:HQWZRUWK�DQG�&ROHDPEDOO\�
�� *HRUJH�/HNDNLV�µ%DQNV�*HW�2Q�WKH�%XVK�7HOHJUDSK¶��$XVWUDOLDQ�)LQDQFLDO�5HYLHZ����0D\������



��

7\SLFDOO\��D�%HQGLJR�%DQN�SURILW�VKDUH�IUDQFKLVH�LQYROYHG�DQ�XQOLVWHG�SXEOLF�FRPSDQ\OLPLWHG�E\�VKDUHV�RZQHG�E\�D�FRPPXQLW\�JURXS�FRPSULVLQJ�LQGLYLGXDOV�RU�EXVLQHVVHV�7KH�PRGHO�UHTXLUHG�SURILWV�WR�EH�VSOLW�HTXDOO\�DPRQJ�WKH�EDQN�DQG�WKH�FRPPXQLW\�DQGZDV��LQ�WKLV�VHQVH��D�µK\EULG¶�RI�WKH�µIRU�SURILW¶�DQG�µQRW�IRU�SURILW¶�PRGHOV��$�VWHHULQJFRPPLWWHH�� XVXDOO\� PDGH� XS� RI� ORFDO� EXVLQHVV� RU� SULPDU\� LQGXVWU\� ILJXUHV�� ZRXOGDSSURDFK�%HQGLJR�%DQN�ZLWK�D�EXVLQHVV�SODQ��/LNH�&UHGLW&DUH��LQGHSHQGHQW�DGYLVHUV�DSSRLQWHG�E\�D�EDQN�VWHHULQJ�FRPPLWWHH��ZRXOG�FRQGXFW�IHDVLELOLW\�VWXGLHV�WR�HYDOXDWHWKH�SODQ�EHIRUH�SURFHHGLQJ��7KLV�FRXOG�FRVW�DURXQG����������,I�WKH�EXVLQHVV�SODQ�ZHUHDSSURYHG�� D�%RDUG�ZRXOG� EH� HVWDEOLVKHG� WR� FUHDWH� D� OHJDO� HQWLW\��$� IUDQFKLVH� IHH� RI����������±����������ZRXOG�EH�SDLG�WR�%HQGLJR�%DQN�DQG�D�IUDQFKLVHH�ZRXOG�FRQWUDFW%HQGLJR�%DQN�WR�SURYLGH�EDQNLQJ�VHUYLFHV�
(VVHQWLDOO\�� ORFDO� FRPPXQLW\� DFWLRQ� DQG� ILQDQFLDO� UHVRXUFHV� ZHUH� SURGXFWLYHO\KDUQHVVHG�� HQDEOLQJ� WKH� H[SDQVLRQ� E\� %HQGLJR�%DQN� LQWR� D� FRPPXQLW\� WR� ODXQFK� DFRUSRUDWHO\�PDQDJHG��LQGHSHQGHQWO\�RZQHG�ILQDQFLDO�VHUYLFH�ZLWK�ULVN�UHVLGLQJ�LQ�WKHFRPPXQLW\�� ,W� ZDV� EHOLHYHG� WKDW� WKH� SURILW�VKDUH� DUUDQJHPHQW� ZRXOG� SURYLGH� DQLQFHQWLYH� DOOHJHGO\� DEVHQW� LQ�1%),�� VXFK� DV� FUHGLW� XQLRQV�� SURYLGLQJ� D� SHUIRUPDQFHGLVFLSOLQH�IRU�ORFDO�PDQDJHUV�DQG�HQKDQFLQJ�SURILWDELOLW\�
&UHGLW&DUH� QRZ� IDFHG� UREXVW� QHZ� FRPSHWLWLRQ� LQ� D� QLFKH� PDUNHW�� ZKLFK� LW� KDGSUHYLRXVO\� RFFXSLHG� YLUWXDOO\� E\� LWVHOI�� 6RPH� FRPPXQLWLHV� LQ� ZKLFK� D� &UHGLW&DUHIDFLOLW\�ZDV�RSHUDWLQJ��EXW�QRW�VDWLVIDFWRULO\�PHHWLQJ�SULPDU\�LQGXVWU\�ERUURZLQJ�QHHGV�IRU� H[DPSOH�� %RRURZD�� 16:��� EHJDQ� WR� H[SORUH� WKH� FRPPXQLW\� EDQN� DOWHUQDWLYH��)RU�IXUWKHU�GLVFXVVLRQ�RQ�FRPPXQLW\�EDQNV�VHH�SS����������� ��
��� 7KH�+DZNHU�&RPPLWWHH����������
$V� WKH� HQYLURQPHQW� IRU� &UHGLW&DUH� FKDQJHG�� LQ� 2FWREHU� ����� WKH� &RPPRQZHDOWK*RYHUQPHQW�DQQRXQFHG�D�PDMRU�LQTXLU\�LQWR�WKH�TXHVWLRQ�RI�ILQDQFLDO�VHUYLFHV�LQ�µQREDQN¶� WRZQV�� WKH� +DZNHU� &RPPLWWHH� ,QTXLU\� LQWR� $OWHUQDWLYH� 0HDQV� RI� 3URYLGLQJ
�� 5RELQ�7D\ORU�%DQNLQJ�RQ�WKH�&RPPXQLW\�/HDGHUVKLS�9LFWRULD��'HFHPEHU�������S�����&HQWUH�IRU$XVWUDOLDQ�)LQDQFLDO�,QVWLWXWLRQV��&$),��1HZVOHWWHU��9ROXPH����,VVXH����-DQXDU\�������'L�7KRPVRQDQG�0DOFROP�$EERWW��&RPPXQLW\�%DQNLQJ�LQ�$XVWUDOLD��$JHQGD��9ROXPH����1XPEHU����������S������



��

%DQNLQJ�DQG�/LNH�6HUYLFHV�LQ�5HJLRQDO�$XVWUDOLD��7KLV�ZDV�EULHIHG�WR�H[SORUH�D�UDQJHRI� LQVWLWXWLRQDO� DOWHUQDWLYHV� WR� EDQN� FORVXUHV� LQFOXGLQJ� FUHGLW� XQLRQV�� EXLOGLQJVRFLHWLHV�� FRPPXQLW\� EDQNV�� JLUR3RVW�� IUDQFKLVH� DUUDQJHPHQWV�� WKLUG� SDUW\� DJHQFLHVDQG�HOHFWURQLF�DJHQFLHV��7KH� FRPPLWWHH�PHW� WKURXJKRXW�$XVWUDOLD� LQ������� D� IHGHUDOHOHFWLRQ�\HDU��DQG�UHSRUWHG�LQ�0DUFK�������:KLOH�LW�GHOLEHUDWHG�� WKH�ZKROH�PDWWHU�RIUXUDO� ILQDQFLDO�� WHOHFRPPXQLFDWLRQV� DQG� JRYHUQPHQW� VHUYLFHV� GHOLYHU\�ZDV� UDGLFDOO\UH�IUDPHG�
7KH�$XVWUDOLDQ�%DQNHUV¶�$VVRFLDWLRQ� �$%$��� IRU� H[DPSOH�� DIWHU� DUURJDQWO\� DVVHUWLQJWKH�FRUUHFWQHVV�RI�PHPEHUV¶�DFWLRQV��ZDV�QRZ�PRUH�SUR�DFWLYH�DQG�FRQVXOWDWLYH��NHHQWR�EH�VHHQ� WR�EH�SURSRVLQJ�VROXWLRQV��7KH�$%$�DVVXUHG� WKH�+DZNHU�&RPPLWWHH� WKDWEDQNV�ZRXOG�QRW� µVLPSO\�GLVDSSHDU¶� LQ� IXWXUH�EXW�JLYH�QRWLFH�RI�FORVXUH�DQG�SURYLGHHGXFDWLRQ� LQ� DOWHUQDWLYHV�� VXFK� DV� 6PDUW� &DUG� WHFKQRORJ\�� 7KH� µELJ� IRXU¶� EDQNVH[SHQGHG������PLOOLRQ�RQ�LPDJH�SURPRWLRQ�DQG�DGYHUWLVLQJ�
%\� WKH�VHFRQG�KDOI�RI������� WKH� UDWLRQDOH� IRU�&UHGLW&DUH� LQ� LWV� HVWDEOLVKHG� IRUP�ZDVEHFRPLQJ� XQFOHDU�� &UHGLW&DUH� 2SHUDWLRQV� 0DQDJHU� 0DUN� *HQRYHVH� VDLG� DV� PXFKZKHQ�KH�WROG�WKH�+DZNHU�&RPPLWWHH�WKDW�WKH�SURJUDP�KDG�EHHQ�µILOOLQJ�JDSV¶�OHIW�E\WKH�EDQNV�EXW�FRXOG�QRW�VROYH�WKH�SUREOHP�DORQH�

7KH�GLIILFXOW\� LV� WKDW� WKH�FUHGLW�XQLRQV�JHQHUDOO\�GR�QRW�KDYH� WKH�FDSDFLW\� WRWDNH�XS�WKH�VODFN�WKDW�LV�WKHUH�IURP�EDQN�FORVXUHV��:H�KDYH�FUHGLW�XQLRQV�WKDWKDYH� VWURQJ� ERQGV� RI� DVVRFLDWLRQ�� OLNH� 4$17$6�� &RPPRQZHDOWK� DQG� ZKDWKDYH� \RX��7KH\�DUH�QRW� LQ� WKH� EXVLQHVV� RI� RSHQLQJ� EUDQFKHV� LQ� UXUDO� WRZQV�+LVWRULFDOO\�FUHGLW�XQLRQV�KDYH�QRW�KDG�D�VWURQJ�SUHVHQFH�LQ�UXUDO�$XVWUDOLD��LWLV�D�FRPSOHWHO\�QHZ�PDUNHW�IRU�WKH�PRYHPHQW��VR�LI�\RX�OLNH�LW�LV�YHU\�GLIILFXOWIRU�XV�WR�FRQYLQFH�PRUH�WKDQ�ZH�KDYH�WR�JR�RXW�LQWR�D�QHZ�PDUNHW�FRQVLGHULQJWKH�HQYLURQPHQW�WKH\�DUH�ZRUNLQJ�LQ�DW�WKH�PRPHQW�ZLWK�VTXHH]HG�PDUJLQV�HWF�
&86&$/�VXEPLVVLRQV�VSRNH�RI�&UHGLW&DUH¶V�DELOLW\�WR�FUHDWH�RQO\�WZHOYH�QHZ�FUHGLWXQLRQ� EUDQFKHV� D� \HDU� DQG�� HYHQ� LI� UHJXODWRU\� EDUULHUV�ZHUH� UHPRYHG� SURPSWO\�� WKLVILJXUH� ZRXOG� RQO\� LQFUHDVH� WR� WZHQW\��&OHDUO\�� IURP� D� &RPPRQZHDOWK� *RYHUQPHQW



��

SHUVSHFWLYH��JUDSSOLQJ�ZLWK�D�EXVK�µUHYROW¶��WKH�SURJUDP�ZDV�OLPLWHG�LQ�ZKDW�LW�FRXOGGR���
��� 7KH�$JJUHJDWHG�6HUYLFHV¶�'HOLYHU\�0RGHO
0DUN�*HQRYHVH ZDV�FRQYLQFHG�WKDW�DQ�DJJUHJDWHG�VHUYLFH�GHOLYHU\�PRGHO�ZDV�WKH�ZD\IRUZDUG�LQ� WKH�EXVK���DQG�IRU�&UHGLW&DUH��� OLQNLQJ�ILQDQFLDO�VHUYLFHV�ZLWK�D� UDQJH�RIRWKHU�VHUYLFHV�LQ�WKH�RQH�ORFDWLRQ��HQKDQFLQJ�WKH�SURVSHFWV�RI�VXVWDLQDELOLW\��$�SULPHH[DPSOH�RI�WKH�PRGHO�WR�ZKLFK�WKH�+DZNHU�&RPPLWWHH¶V�DWWHQWLRQ�ZDV�GUDZQ�ZDV�WKDWDUUDQJHPHQW� LQ� +HUEHUWRQ�� 4XHHQVODQG�� EURNHUHG� E\� &UHGLW&DUH� DQG� LQYROYLQJ� WKH(OHFWULFLW\�&UHGLW�8QLRQ��(&8��DQG�WKH�4XHHQVODQG�*RYHUQPHQW�$JHQWV�3URJUDP��4*$3���)LHOG�2IILFHU�7RP�:DWVRQ�UHFDOOV�

$ERYH�DOO��WKH�+HUEHUWRQ�H[SHULHQFH�WDXJKW�XV�WKDW�ZLWK�DJJUHJDWLRQ��DQ\WKLQJZDV�SRVVLEOH��:KHUH�DQ�LQGLYLGXDO�VHUYLFH�PLJKW�QRW�EH�YLDEOH�RQ�LWV�RZQ��LWVDJJUHJDWLRQ�ZLWK�D� UDQJH�RI�RWKHU� VHUYLFHV� WKH� WRZQ�QHHGHG�FRXOG� OHDG� WR�DVXVWDLQDEOH�DQG�YLDEOH�RXWFRPH��:KHQ�ZH�VWRSSHG�DQG�WKRXJKW�DERXW� LW�� WKDWDJJUHJDWHG�VROXWLRQ�KDG�EHHQ�WKHUH�DOO�DORQJ��EHLQJ�DV�LW�LV�D�NH\�HOHPHQW� LQWKH�VXFFHVV� WKH�FUHGLW�XQLRQ�PRYHPHQW�KDV�HQMR\HG�ZRUOGZLGH��7KDW�ERRVWHGRXU�FRQILGHQFH�LQ�SURSRVLQJ�DJJUHJDWHG�VROXWLRQV�IRU�RWKHU�FRPPXQLWLHV�DQGFHUWDLQO\�LQ�RXU�LQLWLDO�ZRUN�ZLWK�WKH�UXUDO�WUDQVDFWLRQ�FHQWUH��57&��SURJUDP�
,Q� -XO\� ������ PHPEHUV� RI� WKH� 6WDQGLQJ� &RPPLWWHH� YLVLWHG� +HUEHUWRQ�� 7KHUH� WKH\LQVSHFWHG� QHZ�VKDUHG� 4�*$3�(&8� IDFLOLWLHV� HVWDEOLVKHG� DW� WKH� UHTXHVW� RI� WKH� ORFDOFRXQFLO�DQG�RIIHULQJ�ERWK�JRYHUQPHQW�DQG ILQDQFLDO�VHUYLFHV�LQ�D�µRQH�VWRS�VKRS¶�
)LUVW�SLORWHG�LQ�������4�*$3�ZDV�UXQ�RXW�RI�WKH�4XHHQVODQG�'HSDUWPHQW�RI�3ULPDU\,QGXVWULHV�2IILFH� RI� 5XUDO� &RPPXQLWLHV� �25&�� SURYLGLQJ� D� µZKROH� RI� JRYHUQPHQW¶VHUYLFH� GHOLYHU\� SURJUDP� WKURXJK� IUDQFKLVHG� RXWOHWV�� %\� ����� WZHQW\�VL[� VXFK� VLWHVZHUH�RSHUDWLQJ�DQG�IXQGLQJ�IRU�D�SHUPDQHQW�VWUXFWXUH�DQG�D�FR�RUGLQDWLRQ�XQLW�H[LVWHG�
�� 3DUOLDPHQW�RI�$XVWUDOLD�+RXVH�RI�5HSUHVHQWDWLYHV�6WDQGLQJ�&RPPLWWHH�RQ�(FRQRPLFV��)LQDQFH�DQG3XEOLF�$GPLQLVWUDWLRQ��+DZNHU��5HSRUW��$OWHUQDWLYH�0HDQV�RI�3URYLGLQJ�%DQNLQJ�DQG�/LNH�6HUYLFHVLQ�5HJLRQDO�$XVWUDOLD���0RQH\�7RR�)DU�$ZD\��0DUFK������



��

$W�WKH�WLPH�RI�WKH�+DZNHU�&RPPLWWHH�YLVLW�LQ������RYHU�VL[W\�RQH�VLWHV�ZHUH�RSHUDWHGE\�VHYHQ�GLIIHUHQW� VWDWH� JRYHUQPHQW�GHSDUWPHQWV�� HLJKW� ORFDO�JRYHUQPHQW� DXWKRULWLHVDQG� WKUHH� FRPPHUFLDO� RUJDQLVDWLRQV�� &RPPXQLW\� 5HIHUHQFH� *URXSV� KDG� EHHQHVWDEOLVKHG�LQ�ILIW\�VLWHV��ZKLFK�ZHUH�LQVWUXPHQWDO� LQ� WKH�FRQWLQXHG�GHYHORSPHQW�DQGHYDOXDWLRQ�RI�25&�SURJUDPV��7KH�4�*$3�SURJUDP�ZDV�WKH�ILUVW�LQ�$XVWUDOLD�WR�GHOLYHUWUDQV�GHSDUWPHQWDO� LQIRUPDWLRQ� DQG� VHUYLFHV� DFURVV� DOO� OHYHOV� RI� JRYHUQPHQW� WR� UXUDODQG�UHPRWH�FRPPXQLWLHV�XQGHU�D�VHPL�FRPPHUFLDO�DUUDQJHPHQW��,W�EHFDPH�D�SURWRW\SHIRU�µRQH�VWRS�VKRS¶�SURJUDPV�LQ�RWKHU�VWDWHV��%HQHILWV�RI�WKH�SURJUDP�ZHUH�WKUHH�IROG�
x &XVWRPHUV� JDLQHG� ORFDOO\�EDVHG� HDV\� DFFHVV� WR� D� ZLGH� UDQJH� RI� JRYHUQPHQWVHUYLFHV�DQG�LQIRUPDWLRQ�
x )RU� WKH� VHUYLFH� SURYLGHU� RU� OHDG� DJHQF\�� 4� *$3� VWUHQJWKHQHG� WKH� H[LVWLQJRSHUDWLRQ�ZLWK�LQFUHDVHG�UHYHQXH�DW�PDUJLQDO�FRVW��DQG
x )RU�JRYHUQPHQW��4�*$3�SURYLGHG�VHUYLFH�GHOLYHU\�DQG� LQIRUPDWLRQ� WR� UXUDO� DQGUHPRWH�FRPPXQLWLHV�DW�PLQLPDO�FRVW�
7KURXJK� SDUWQHUVKLSV� ZLWK� RWKHU� VHUYLFH� SURYLGHUV�� LQFOXGLQJ� FUHGLW� XQLRQV�� WKH� 4*$3� SURMHFW� PRGHOOHG� WKH� EHQHILWV� RI� FURVV�DJHQF\� FROODERUDWLRQ� LQ� D� µVHDPOHVV¶GHOLYHU\�RI�VHUYLFHV��:LQQLQJ�VWURQJ�FOLHQW�DSSURYDO�DQG�VHYHUDO�SUL]HV�IRU�H[FHOOHQFH�WKLV� FRVW�HIIHFWLYH� LQIRUPDWLRQ� DQG� VHUYLFH� GHOLYHU\� SURJUDP� ZDV� DGDSWHG� WKURXJK&UHGLW&DUH�LQ�+HUEHUWRQ�DQG�'LUUDQEDQGL�
7KH� +DZNHU� &RPPLWWHH� ZDV� SHUVXDGHG� E\� WKH� +HUEHUWRQ� H[SHULHQFH� WKDW� WKHDJJUHJDWHG�VHUYLFH�GHOLYHU\�PRGHO�ZDV�µOLNHO\�WR�EH�WKH�EHVW�VROXWLRQ�IRU�PDQ\�UHPRWHFRPPXQLWLHV¶� EHFDXVH� LW� HQKDQFHG� WKH� YLDELOLW\� RI� DOO� WKH� SDUWLFLSDWLQJ� VHUYLFHV� DQGWKHUHE\� LQFUHDVHG� WKH� OLNHOLKRRG� WKDW� UHPRWH� FRPPXQLWLHV�ZRXOG�PDLQWDLQ DFFHVV� WRWKHVH� VHUYLFHV�� $V� VXFK�� WKH� PRGHO� UHSUHVHQWHG� D� VROXWLRQ� WR� WKH� EURDGHU� SUREOHPVIDFLQJ� PDQ\� VPDOOHU� UHJLRQDO� DQG� UHPRWH� FRPPXQLWLHV� ±� IRU� ZKLFK� FUHGLW� XQLRQV�DORQH��DSSHDUHG�QRW�WR�EH�VXLWHG�EHFDXVH�RI�µVWDUW�XS¶�FRVWV�DQG�WKH�LQDELOLW\�WR�DWWUDFW�DKRVW�
1RWLQJ�WKDW�PRVW�&UHGLW&DUH�LQVWLWXWLRQV�ZHUH�UHTXLUHG�WR�XQGHUZULWH�ORVVHV�RFFXUULQJZLWKLQ� WKH� ILUVW� HLJKWHHQ�PRQWKV�RU� VR�� DQG� WKDW� WKLV�KDG�DFWHG� DV� D�GLVLQFHQWLYH�� WKH
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+DZNHU�&RPPLWWHH� UHFRPPHQGHG� WKDW� WKH�JRYHUQPHQW�SURYLGH� VHHG� IXQGLQJ��8QGHUVHPL�IUDQFKLVH� VW\OH� DUUDQJHPHQWV�� FRPPXQLWLHV� FRXOG� WKHQ� WKHPVHOYHV� WDNHUHVSRQVLELOLW\�IRU�VDODULHV��SUHPLVHV�DQG�GHOLYHULQJ�RWKHU�VHUYLFHV�DV�SHU�WKH�DJJUHJDWHGVHUYLFH� GHOLYHU\� PRGHO�� 7KH� DSSURDFK� FRXOG� DOVR� VHH� PRUH� FUHGLW� XQLRQV� HVWDEOLVKEUDQFKHV�RU�DJHQFLHV� LQ� UHJLRQDO�DQG�UHPRWH�$XVWUDOLD��SURYLGLQJ�H[SHUWLVH��SURGXFWVDQG�VHUYLFHV�ZKLOH�FLUFXPYHQWLQJ� WKH� UHVSRQVLELOLW\� IRU�XQGHUZULWLQJ� ORVVHV��$QRWKHUDGYDQWDJH�ZDV�WKRXJKW�WR�EH�WKDW�VHHG�PRQH\�ZRXOG�µHPSRZHU¶�FRPPXQLWLHV�WKURXJKJLYLQJ�WKHP�UHVSRQVLELOLW\�ZLWKRXW�UHTXLULQJ�FRPPXQLWLHV�WR�ILQDQFH�D�IDFLOLW\�RXW�RIWKHLU�RZQ�SRFNHWV��DV�ZDV�WKH�FDVH�ZLWK�FRPPXQLW\�EDQNV�
��� 7KH�&RPPRQZHDOWK�$QQRXQFHV�5XUDO�7UDQVDFWLRQ�&HQWUHV
2Q�WKH�HYH�RI�WKH������IHGHUDO�HOHFWLRQ��DQG�EHIRUH�WKH�+DZNHU�&RPPLWWHH�UHSRUWHG�WKH�&RDOLWLRQ� DQQRXQFHG� DQ� H[SDQVLYH� SROLF\� LQFRUSRUDWLQJ� WKH� DJJUHJDWHG� VHUYLFHV¶GHOLYHU\� LGHD�� WKH� 5XUDO� 7UDQVDFWLRQ� &HQWUH� �57&�� 3URJUDP�� 7KH� SURSRVHG� VFKHPHZRXOG� SURYLGH� XS� WR� ���� PLOOLRQ� RYHU� ILYH� \HDUV� �IURP� WKH� SDUW� VDOH� RI� WKHJRYHUQPHQW¶V�WHOHFRPPXQLFDWLRQV�JLDQW��7HOVWUD��WR�HVWDEOLVK�XS�WR�����57&V�LQ�UXUDODUHDV�ZLWK�SRSXODWLRQV�RI�XS�WR�������
��� µ&UHGLW�XQLRQV�QRW�LGHDOO\�VXLWHG¶��7KH�+DZNHU�5HSRUW��0DUFK�����
:KHQ�� LQ�0DUFK������� WKH�+DZNHU�&RPPLWWHH�SUHVHQWHG� LWV� UHSRUW� 0RQH\�7RR�)DU$ZD\�� WKLV� KLJKO\� FRPPHQGHG� &UHGLW&DUH¶V� ZRUN�� XUJHG� WKH� &RPPRQZHDOWK*RYHUQPHQW�WR�UHPRYH�UHJXODWRU\�EDUULHUV�WR�FUHGLW�XQLRQ�RSHUDWLRQV�EXW�QRWHG�WKDW�WKHLQVWLWXWLRQV�ZHUH�QRW�LGHDOO\�VXLWHG�WR�DGGUHVVLQJ�DOO�VHUYLFH�GHOLYHU\�SUREOHPV�LQ� WKHEXVK�� 7KH� UHSRUW� UHFRPPHQGHG� WKDW� WKH� JRYHUQPHQW� XUJHQWO\� LQYHVWLJDWH� DOWHUQDWLYHLQVWUXPHQWV�IRU�JRYHUQPHQW�WUDQVIHU�SD\PHQWV�DQG�UHFRPPHQGHG�LQWHU�DOLD�
x PRQLWRU�GDWD�RQ�FRPPXQLW\�DFFHVV�WR�ILQDQFLDO�VHUYLFHV�
x DPHQG� WKH� &RGH� RI� %DQNLQJ� 3UDFWLFH� WR� IRUELG� WUDQVIHU� RI� DFFRXQWV� ZLWKRXWDFFRXQW�KROGHU¶V�SHUPLVVLRQ�
x GHYHORS�WKH�UHFHQWO\�DQQRXQFHG�5XUDO�7UDQVDFWLRQ�&HQWUH��57&��3URJUDP�WR�EXLOGRQ�VWDWH�JRYHUQPHQW�LQLWLDWLYHV�
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x H[WHQG�JLUR3RVW�VHUYLFHV�WR�LQFOXGH�EXVLQHVV�EDQNLQJ�VHUYLFHV�
x XVH�57&�IXQGLQJ�WR�LQVWDOO�JLUR3RVW�RU�RWKHU�HOHFWURQLF�VHUYLFHV��ZKHUH�DSSOLFDEOH�
x XVH�WKH�57&�SURJUDP�WR�GHYHORS�PHWKRGV�E\�ZKLFK�$XVWUDOLD�3RVW�PLJKW�GHOLYHUFDVK�LQ�DUHDV�ZKHUH�QR�RWKHU�VHUYLFH�H[LVWHG�
x H[SORUH�WKH�SRVVLELOLW\�RI�EDQNV�LQVWDOOLQJ�$70V�LQ�FRXQFLO�RIILFHV�
x H[SDQG�WKH�QXPEHU�RI�,QWHUQHW�VHUYLFH�SURYLGHUV�LQ�UXUDO�UHJLRQV�
x H[SORUH�,QWHUQHW�EDQNLQJ�SURVSHFWV�
x WULDO�6PDUW�&DUG�
x ZDLYH�FXVWRPHU�IHHV�RU�SHQDOWLHV�IRU�HDUO\�UHSD\PHQW�RI�ORDQV�RU�FORVLQJ�DFFRXQWVLQ�WKH�HYHQW�RI�D�EDQN�EUDQFK�FORVLQJ�
x FRQVLGHU�VWDWH�JRYHUQPHQW�H[HPSWLRQV�RQ�VWDPS�GXWLHV�ZKHUH�FXVWRPHUV�WUDQVIHUORDQV�IROORZLQJ�D�EDQN�FORVXUH�
x LQWURGXFH�D�PLQLPXP�VWDQGDUG�RI�EDQN�VHUYLFH�GHOLYHU\�FRGH��DQG
x LQWURGXFH�D�EUDQFK�FORVXUH�SURWRFRO�
+DZNHU� UHFRPPHQGHG� WKDW� WKH� FRPPRQZHDOWK� FRQVLGHU� D� UDQJH RI� IOH[LEOHDSSURDFKHV�� QRWLQJ� WKDW� &UHGLW&DUH�ZDV� DOUHDG\� GRLQJ� WKLV�� DZDUH� WKDW� RQH� VROXWLRQZRXOG� QRW� ILW� DOO�� 7KH� FRPPLWWHH� VXJJHVWHG� WKDW� IHGHUDO� DQG� VWDWH� JRYHUQPHQWGHSDUWPHQWV� LQYROYHG� LQ� GHOLYHULQJ� VHUYLFHV� VKRXOG� FROOHFWLYHO\� H[DPLQH� PHDQV� E\ZKLFK� WKH� 4� *$3�(&8� +HUEHUWRQ� PRGHO� PLJKW� EH� SURJUHVVHG�� VWURQJO\UHFRPPHQGLQJ� WKDW� WKH� IHGHUDO� JRYHUQPHQW� EXLOG� RQ� VXFK� LQLWLDWLYHV� WR� GHOLYHUILQDQFLDO�VHUYLFHV�WR�UHJLRQDO�DUHDV�
,W�VKRXOG�EH�QRWHG�WKDW�57&�3URJUDP�GHYHORSPHQW� WKURXJK�WKLV�SHULRG�DOVR�GUHZ�RQWKH� H[SHULHQFH� RI� VHYHUDO� RWKHU� &RPPRQZHDOWK� UHJLRQDO� SURJUDPV� LQ� DGGLWLRQ� WR&UHGLW&DUH�� IRU� H[DPSOH� WKH� 5HJLRQDO� &RPPXQLWLHV� 3URJUDP�� WKH� 5HJLRQDO� $FFHVV3URJUDP��WKH�7HOHFHQWUHV�3URJUDP�DQG�RWKHUV��7KH�DJJUHJDWLRQ�RI�VHUYLFHV�PRGHO�ZDVQRZ�RFFXUULQJ�PRUH� FRPPRQO\� DQG� WKLV� QHHGV� WR� EH� FRQVLGHUHG�ZKHQ� DVVHVVLQJ� WKHUROH�&UHGLW&DUH�SOD\HG�LQ�GHYHORSLQJ�WKH�LGHD��7KDW�LV�QRW�WR�VD\�WKDW�&UHGLW&DUH�ZDVQRW�LQVWUXPHQWDO�LQ�FDUU\LQJ�WKH�FRQFHSW�LQWR�WKH�57&�SURJUDP� ��
�� +DZNHU�5HSRUW�RS�FLW� S�����&RUUHVSRQGHQFH�/LQGD�+ROXE�'2756�2FWREHU�����



��

7KHUH�QHYHUWKHOHVV�ZDV�VRPHWKLQJ�GHMD�YX�DERXW�D�UHSRUW��VRPH�UHFRPPHQGDWLRQV�RIZKLFK� WKH�JRYHUQPHQW�KDG�DOUHDG\� DFWHG�XSRQ�� EXW� WKH� DIILUPDWLRQ�RI�&UHGLW&DUH�� LIQRW�WKH�FUHGLW�XQLRQ�ILQDQFLDO�VHUYLFHV�PRGHO��ZDV�XQGHQLDEOH�
��� /DXQFKLQJ�WKH�57&�3URJUDP��0DUFK�����
$GPLQLVWUDWLYH�UHVSRQVLELOLW\�IRU�&UHGLW&DUH�SDVVHG�IURP�'3,(�WR�WKH�'HSDUWPHQW�RI7UDQVSRUW� DQG� 5HJLRQDO� 6HUYLFHV� �'2756�� LQ� ODWH� ������ 7KH� VWDII� UHVSRQVLEOH� IRUDGPLQLVWHULQJ� &UHGLW&DUH� DOVR� PRYHG� WR� '2756� DQG� WKH� &UHGLW&DUH� FRQWUDFWUHPDLQHG� LQ� SODFH� DQG� XQFKDQJHG�� 7KH� UDWLRQDO� IRU� WKH� UHVWUXFWXUH� ZDV� WR� FROORFDWHVHYHUDO� UHJLRQDO� JRYHUQPHQW� LQLWLDWLYHV� DQG� SURJUDPV� LQ� WKH� RQH� GHSDUWPHQW� DQGDWWULEXWH�D�KLJKHU�SULRULW\�WR�WKHP�
,Q�0DUFK�������WKH�'2756�PLQLVWHU�RIILFLDOO\�ODXQFKHG�WKH�57&�SURJUDP��/DQJXDJHXVHG�ZDV� KLJKO\� FRQGLWLRQDO�� FRQVLVWHQW� ZLWK� DQ� DGPLQLVWUDWLRQ� IHHOLQJ� LWV� ZD\� LQWRVRPHWKLQJ� LQQRYDWLYH� DQG� H[SHULPHQWDO� IRU� JRYHUQPHQW�� D� FRPPXQLW\� GULYHQHFRQRPLF� GHYHORSPHQW� PRGHO�� ,Q� GLVFXVVLQJ� WKLV� FRPPHQGDEOH� LQLWLDWLYH� LW� LVLPSRUWDQW�WR�NHHS�LQ�PLQG�WKDW�WKH�57&�SURJUDP�LV�RSHUDWLRQDO�DW�WKH�WLPH�RI�ZULWLQJ�D� UHYLHZ� LV� DZDLWHG� DQG� WKDW� LW� LV� WRR� HDUO\� WR� GUDZ� DQ\� ILUP� FRQFOXVLRQV� DERXW� LWVVXFFHVV�RU�IDLOXUH��1HYHUWKHOHVV��WKHUH�DUH�VRPH�HGLI\LQJ��LI�LQFRQFOXVLYH��FRPSDULVRQVWR� EH� PDGH� EHWZHHQ� 57&� DQG� WKH� &UHGLW&DUH� FRPPXQLW\� HFRQRPLF� GHYHORSPHQWPRGHO��ZKLFK�LV�WKH�IRFXV�RI�RXU�FRQFHUQ�
7KH� &RPPRQZHDOWK� *RYHUQPHQW� XQGHUWRRN� WR� SURYLGH� VHHG� IXQGLQJ� IRU� EXVLQHVVSODQV� DQG� JUDQWV� WR� FRPPXQLW\� JURXSV� HVWDEOLVKLQJ� WUDQVDFWLRQ� FHQWUHV� SURYLGLQJDFFHVV� WR� EDVLF� VHUYLFHV� VXFK� DV� SHUVRQDO� EDQNLQJ�� HOHPHQWV� RI� EXVLQHVV� EDQNLQJ�SRVWDO�VHUYLFHV��0HGLFDUH�(DV\FODLP�IDFLOLWLHV�DQG�SKRQH�DQG�ID[�IDFLOLWLHV��$VVLVWDQFHFRXOG�DOVR�H[LVW� WR�KHOS�SURYLGH�DFFHVV� WR�DQ�H[WHQGHG�UDQJH�RI�VHUYLFHV�VXFK�DV�-RE1HWZRUN�� YLGHR�FRQIHUHQFLQJ� DQG� WKH� ,QWHUQHW�� WKDW� ZHUH� XQOLNHO\� WR� EH� SURYLGHGFRPPHUFLDOO\�� 3URMHFW� DVVLVWDQFH� IXQGLQJ� PLJKW� DOVR� EH� PDGH� DYDLODEOH� IRU� FDSLWDOFRVWV�DVVRFLDWHG�ZLWK�µVWDUW�XS¶�H[SHQGLWXUH�DQG�� LQ�VRPH�FLUFXPVWDQFHV�� WR�VXEVLGLVHUXQQLQJ� FRVWV� LQ� WKH� HDUO\� \HDUV� RI� RSHUDWLRQ�� RYHUFRPLQJ� D� SUREOHP� ZLWK� WKH&UHGLW&DUH�PRGHO�
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7KH�SURJUDP¶V�VFRSH�ZDV�EUHDWKWDNLQJ��57&V�ZRXOG�EH�GHOLYHUHG�ZLWKLQ�DQ�H[LVWLQJEXVLQHVV�RU�FRPPXQLW\�DQG�ZRXOG�
x ILOO�JDSV�LQ�EDQNLQJ��SHUVRQDO�EDQNLQJ��HOHPHQWV�RI�EXVLQHVV�EDQNLQJ�DQG�$70V��SRVWDO��SKRQH�DQG�ID[�LQ�VPDOOHU�WRZQV�XQDEOH�WR�DWWUDFW�VXFK�VHUYLFHV�
x EH� IOH[LEOH� HQRXJK� WR� WDNH� LQWR� DFFRXQW� WKH� GLIIHULQJ� H[LVWLQJ� SURYLVLRQ� RIWUDQVDFWLRQ�VHUYLFHV��WKH�GLIIHULQJ�QHHGV�RI�LQGLYLGXDO�FRPPXQLWLHV�DQG�WKH�VHYHUDOSULYDWH�DQG�JRYHUQPHQW�LQLWLDWLYHV�DOUHDG\�XQGHU�ZD\�
x DYRLG� FURZGLQJ� RXW� H[LVWLQJ� RU� SODQQHG� FRPPHUFLDO� RU� JRYHUQPHQW� WUDQVDFWLRQVHUYLFHV��DQG
x PD[LPLVH�WKH�XVH�RI�HPHUJLQJ�WHFKQRORJLHV�ZKLOH�UHWDLQLQJ�IDFH�WR�IDFH�FRQWDFW�
:KLOH� LGHQWLFDO� VHUYLFHV� ZRXOG� QRW� QHFHVVDULO\� EH� DYDLODEOH� DW� HDFK� 57&�� LW� ZDVWKRXJKW� WKDW� WKH� DJJUHJDWLRQ� RI� VHUYLFH� GHOLYHU\� FRPELQHG� ZLWK� WKH� YROXPH� RIWUDQVDFWLRQV� DQG� JUHDWHU� DYDLODELOLW\� RI� VHUYLFHV� ZRXOG� PDNH� 57&V� ODUJHO\� VHOI�VXVWDLQLQJ�DIWHU�D�IHZ�\HDUV��(VVHQWLDOO\��WKH�LGHD�ZDV�WR�GHYHORS�57&V�DV�FRPPXQLW\PDQDJHG�UHVRXUFHV�ZKHUH�FRPPXQLW\�PDQDJHUV�FRXOG�QHJRWLDWH�ZLWK�SULYDWH�VHFWRU�RURWKHU�SRVVLEOH�SDUWQHUV��LQFOXGLQJ�JRYHUQPHQW��WR�GHOLYHU�D�UDQJH�RI�VHUYLFHV�
7KH� JRYHUQPHQW� SODQQHG� WR� XVH� D� µEURNHU¶� PRGHO� WR� LPSOHPHQW� WKH� SURJUDP�RVWHQVLEO\� WR�DFKLHYH�D�EDODQFH�EHWZHHQ� WKH�HIILFLHQF\�DQG�FRQVLVWHQF\�RI�D�QDWLRQDOLQLWLDWLYH�DQG�WKH�ORFDO�RZQHUVKLS�SRWHQWLDO�RI�D�PRUH�FRPPXQLW\�GULYHQ��SDUWLFLSDWLRQDSSURDFK�� $� OLVW� RI� EURNHUV� ZDV� PDGH� DYDLODEOH� WR� DVVLVW� FRPPXQLWLHV� WR� GHYHORSEXVLQHVV�DQG�SURMHFW�SURSRVDOV��,W�VKRXOG�EH�QRWHG�WKDW�ZKLOH�EURNHUV�ZHUH�DXWKRULVHGWR�DVVLVW�FRPPXQLWLHV�WR�LGHQWLI\�VHUYLFH�QHHGV�DQG�SURYLGHUV�WKH\�ZHUH�WR�KDYH�QR�UROHLQ�KDQGOLQJ�IXQGV�RU�GHFLVLRQ�PDNLQJ�ZLWK�UHVSHFW�WR�ILQDO�FKRLFHV�RI�VHUYLFH�SURYLGHUVRU� DUUDQJHPHQWV�� 5HVSRQVLELOLW\� IRU� DGPLQLVWHULQJ� WKH� SURJUDP� IHOO� WR� DQ� 57&VHFUHWDULDW� ZLWKLQ� '2756�� )XUWKHUPRUH�� FRPPXQLWLHV� ZHUH� QRW� UHTXLUHG� WR� XVHEURNHUV�DQG��LQGHHG��VRPH�ZLWK�DSSURSULDWH�VNLOOV�GHYHORSHG�WKHLU�RZQ�EXVLQHVV�SODQV�)URP�WKH�RXWVHW�WKH�57&�SURJUDP�ZDV�LQWHQGHG�WR�EH�FRPPXQLW\�GULYHQ�
,W� ZDV� HQYLVLRQHG� WKDW� D� FRPPHUFLDO� EURNHU� ZRXOG� EH� FRQWUDFWHG� ZLWK� WKH� WDVN� RIHVWDEOLVKLQJ� VHUYLFH� SRLQWV� IRU� WKH� GHOLYHU\� RI� SULPDU\� VHUYLFHV� DQG� DUUDQJLQJ� WKH



��

SURYLVLRQ�RI� WKHVH�VHUYLFHV�ZLWK�VHUYLFH�SURYLGHUV�VXFK�DV�EDQNV��7KH�SURFHVV�ZRXOGLQYROYH�D�FRPPXQLW\�JURXS��VXFK�DV�D�ORFDO�FRXQFLO��FRPPXQLW\�RUJDQLVDWLRQ��SURJUHVVDVVRFLDWLRQ� RU� D� FKDPEHU� RI� FRPPHUFH� QRPLQDWLQJ� JDSV� LQ� WKH� SULPDU\� VHUYLFHVDYDLODEOH� LQ� WKHLU� WRZQ��7KHQ�� DQ�$GYLVRU\�3DQHO� FRPSULVLQJ� SHRSOH� NQRZOHGJHDEOHDERXW� HFRQRPLF� DQG� VRFLDO� FRQGLWLRQV� LQ� UHJLRQDO� $XVWUDOLD�� DQG� DERXW� EXVLQHVVWUDQVDFWLRQV� DQG� FRPPXQLFDWLRQV��ZRXOG� DVVHVV� DSSOLFDWLRQV�ZLWK� DQ� H\H� WR� H[LVWLQJVHUYLFHV� DQG� WKH� OLNHOLKRRG� RI� VHUYLFHV� EHLQJ� SURYLGHG� LQ� WKH� QHDU� IXWXUH� E\� RWKHUSURYLGHUV��7KH�SURJUDP¶V�JXLGHOLQHV�VWUHVVHG�WKDW�57&�IXQGLQJ�FRXOG�QRW�EH�XVHG� WRHVWDEOLVK� VHUYLFHV� ZKLFK� ZRXOG� MHRSDUGLVH� WKH� EXVLQHVV� SURVSHFWV� RI� DQ� H[LVWLQJEXVLQHVV��)ROORZLQJ�PLQLVWHULDO�DSSURYDO�RI�DSSOLFDWLRQV��WKH�VHUYLFH�EURNHU�ZRXOG�FDOOIRU� H[SUHVVLRQV� RI� LQWHUHVW� IURP� SRWHQWLDO� VHUYLFH� SRLQWV� DQG� VHOHFW� WKH� PRVWDSSURSULDWH� DSSOLFDQW� EDVHG� RQ� FRVW� DQG� VHUYLFH� FULWHULD� LQFOXGLQJ� WKH� DPRXQW� RIIXQGLQJ� WKH� RXWOHW�ZRXOG� SURYLGH� WRZDUGV� RQJRLQJ� VHUYLFH� FRVWV�� 7KH� EURNHU�ZRXOGWKHQ� FKDQQHO� IXQGLQJ� WR� WKH� 57&� VHUYLFH�SURYLGHU� DQG� RYHUVHH� WKH� GHOLYHU\� DQGPDLQWHQDQFH� RI� VHUYLFHV�� ,W�PD\� EH� VHHQ� LQ� WKLV� FRQWH[W� WKDW�� DOWKRXJK� FRPPXQLWLHVLQLWLDWHG� UHTXHVWV� IRU� IXQGV�� WKH� DSSURYDO� SURFHVV�� ZKLFK� LQFOXGHG� GLUHFW�PLQLVWHULDODSSURYDO�� FRXOG�EH�D� OHQJWK\�RQH��7KH�SURJUDP�� IXOO\�RSHUDWLRQDO� IURP�0DUFK������ZRXOG�IXQFWLRQ�XQWLO�-XQH������DQG�ZRXOG�EH�UHYLHZHG�DIWHU�WKUHH�\HDUV�
+HUH� ZDV� DQ� LQJHQLRXV� DQG� LQWULFDWH� FRPELQDWLRQ� RI� IHGHUDO� JRYHUQPHQW� SROLWLFDOSULRULWLHV�� &UHGLW&DUH� GHYHORSPHQW� PHWKRGV�� 4� *$3� LQWHUYHQWLRQLVW� SROLFLHV� DQGSULYDWH� HQWHUSULVH� EXVLQHVV� VROXWLRQV�� 7UDQVODWLQJ� WKLV� LPDJLQDWLYH� LGHD� LQWR� DFWLRQZRXOG�QRW�EH� VWUDLJKWIRUZDUG��)URP� WKH�RXWVHW� LW�ZDV� DSSDUHQW� WKDW� WKH�JRYHUQPHQW�EXVLQHVV�FRPPXQLW\� DOOLDQFH� XQGHUSLQQLQJ� WKH� 57&� FRQFHSW� ZRXOG� EH� GLIILFXOW� WRFRPPXQLFDWH�� DGPLQLVWUDWLYHO\� FRPSOH[�� GHYLOLVK� LQ� WKH� GHWDLO� DQG� WULFN\� WRLPSOHPHQW� ��
��� &UHGLW&DUH�DQG�µ5XUDO&$5(¶

�� +DZNHU�5HSRUW�RS�FLW� SS���������SS���������6XEPLVVLRQ�QR������9RO����SS�������������0LQLVWHU�IRU5HJLRQDO�6HUYLFHV��7HUULWRULHV�DQG�/RFDO�*RYHUQPHQW��&RDOLWLRQ�3ROLF\�RQ�5XUDO�7UDQVDFWLRQ&HQWUHV�������S�����&RUUHVSRQGHQFH�/LQGD�+ROXE�'2756��2FWREHU������



��

7KH�&RPPRQZHDOWK�*RYHUQPHQW�QRZ�KDG�WZR�SURFHVVHV�DGGUHVVLQJ�UXUDO�WUDQVDFWLRQQHHGV��&UHGLW&DUH�� SHUFHLYHG� WR� EH� VXFFHVVIXO� EXW� OLPLWHG� LQ� VFRSH�� DQG� WKH� XQWULHG�57&�SURJUDP��VZHHSLQJ�LQ�LWV�EUHDGWK�
7KH�&UHGLW&DUH�WHDP�TXLFNO\�DGMXVWHG�WR�WKH�QHZ�VLWXDWLRQ��LGHQWLI\LQJ�WRZQV�LQ�ZKLFKWKH�57&�SURJUDP�PLJKW�EH�DGDSWHG�WR�VXLW�FRPPXQLWLHV�ZKLFK�LW�KDG�EHHQ�XQDEOH�WRKHOS� SUHYLRXVO\�� 7R� DVVLVW� WKH� FRPPRQZHDOWK� LQ� LPSOHPHQWLQJ� WKH� SURJUDP�&UHGLW&DUH�SURSRVHG�D�SDFNDJH�RI�PHDVXUHV�NQRZQ�DV�µ5XUDO&$5(¶��DQ�µDJJUHJDWLRQDQG�VXSSRUW¶�FR�RSHUDWLYH�FRPSDQ\�WR�EH�IRUPHG�E\�57&�RSHUDWRUV��VHUYLQJ�WKHP�LQWKH�
x DJJUHJDWLRQ�DQG�FRRUGLQDWLRQ�RI�NH\�RSHUDWLRQDO�VXSSRUW�VHUYLFHV�
x SURYLVLRQ�RI�VHUYLFH�VXSSRUW�DVVLVWDQFH�DQG�WUDLQLQJ�VHUYLFHV��H�J��µKHOS�GHVN¶��
x GHYHORSPHQW�RI�D�µFRPSHWLWLYH�SRRO¶�RI�ILQDQFLDO�VHUYLFH��JRYHUQPHQW�DQG�SULYDWHVHUYLFH�VXSSOLHUV�
x QHJRWLDWLRQ� RI� DGGLWLRQDO� DQG� DOWHUQDWLYH� VHUYLFH� RSWLRQV� DQG� DVVRFLDWHG� VHUYLFHVXSSOLHUV�
x SURYLVLRQ� RI� JURXS�EXON� SXUFKDVLQJ� IDFLOLWLHV� IRU� RSHUDWLRQDO� HTXLSPHQW� DQGVXSSRUW�PDWHULDOV�VHUYLFHV�
x IRVWHULQJ�RI�FRPPXQLFDWLRQ�DQG�FRRSHUDWLRQ�EHWZHHQ�57&�2SHUDWRUV�
x GHYHORSPHQW� RI� FRPPRQ� EUDQGLQJ�� SURPRWLRQDO� VXSSRUW� DQG� ³WUDGH� VXSSRUW´VHUYLFHV�
x IDFLOLWDWLRQ�RI�DFFHVV�WR�QHWZRUNHG�,7�DQG�FRPPXQLFDWLRQV�LQIUDVWUXFWXUH�
x SURYLVLRQ�RI�2	0�DQG�TXDOLW\�DVVXUDQFH�DGYLFH�DQG�LQIRUPDWLRQ�VKDULQJ��DQG
x FROODWLRQ�DQG�GLVVHPLQDWLRQ�RI�57&�SHUIRUPDQFH�VWDWLVWLFV�DQG�LQIRUPDWLRQ�
0HPEHUVKLS�ZDV�WR�EH�RSHQ�WR�DOO�57&�RSHUDWRUV�RQ�D�YROXQWDU\�EDVLV��ZKHWKHU�RU�QRWSUHYLRXVO\�DVVRFLDWHG�ZLWK�&UHGLW&DUH��IURP�RQH�RU�PRUH�RI�WKH�IROORZLQJ�FDWHJRULHV�
x FRPPXQLW\�JURXSV�RSHUDWLQJ�WKHLU�RZQ�VHUYLFH�FHQWUH�
x FRPPXQLW\�JURXSV�WUDQVIHUULQJ�PDQDJHPHQW�RI�WKHLU�57&�WR�D�WKLUG�SDUW\��RU
x 57&�RSHUDWRUV�PDQDJHUV��ZKHWKHU�FRPPXQLW\�JURXSV��RU�WKLUG�SDUW\�PDQDJHUV��



��

)XQGLQJ�ZRXOG�RULJLQDWH�IURP�VHYHUDO�VRXUFHV��LQFOXGLQJ�
x DQQXDO�PHPEHUVKLS�OHY\��EDVHG�RQ�SHUFHQWDJH�RI�SUHYLRXV�\HDU�H[SHQVHV��
x VSHFLILF�PHPEHU�VHUYLFH�IHHV��RQ�RSWLRQDO�VHUYLFHV�VXFK�DV�DFFRXQWLQJ�DXGLW�HWF���
x VHUYLFH� VXSSOLHU� IHHV� �IHHV�FRPPLVVLRQV� IURP� IDFLOLWDWLQJ� VXSSOLHU� DFFHVV� WR�57&RSHUDWRU�PDUNHWV���DQG
x DVVLVWDQFH� IURP� JRYHUQPHQW� �FRPPRQZHDOWK� DQG� VWDWH�� IRU� FDSLWDO� LQIUDVWUXFWXUHFRVWV�
7KH� LQWHQWLRQ�ZDV� WR� HQFRXUDJH� MRLQW� YHQWXUH� DUUDQJHPHQWV� ZLWK� SXEOLF� DQG� SULYDWHJURXSV� �YLD�D� WHQGHULQJ�SURFHVV���ZKLFK�ZHUH�KHOG� WR�EH�ERWK�FRPPHUFLDOO\� VHQVLEOHDQG�PRUH�DSSURSULDWH�WKDQ�D�µJR�LW�DORQH¶�DSSURDFK��7KH�MRLQW�YHQWXUH�SURFHVV�ZRXOGUDLVH�PRVW�RI� WKH�SURJUDP¶V�FDSLWDO�DQG�VXSSRUW� LQIUDVWUXFWXUH�� LQFOXGLQJ� LQIRUPDWLRQWHFKQRORJ\��FRPPXQLFDWLRQV�DQG�,QWHUQHW�V\VWHPV��DXGLW� VHUYLFHV�DQG�RIILFH� VXSSOLHVHWF��,QLWLDOO\��5XUDO&$5(¶V�RSHUDWLRQV�ZRXOG�EH�OLPLWHG�WR�
x DVVLVWLQJ�57&�RSHUDWRU�PHPEHUV�LQ�HVWDEOLVKLQJ�DQG�GHYHORSLQJ�WKHLU�RSHUDWLRQV�
x VHFXULQJ�EDVLF�DGGLWLRQDO�VHUYLFH�VXSSOLHU�DUUDQJHPHQWV�
x SURYLGLQJ�WUDLQLQJ�IDFLOLWLHV�
x DVVLVWLQJ�ZLWK�LQGLYLGXDO�DQG�JURXS�SURPRWLRQ�DQG�SXEOLF�UHODWLRQV�DFWLYLWLHV��DQG
x SURYLGLQJ�DQG�IDFLOLWDWLQJ�³KHOS�GHVN´�VHUYLFHV�
/DWHU��LI�WKH�VXSSRUW�DQG�FR�RSHUDWLRQ�RI�57&�RSHUDWRUV��JRYHUQPHQW�DQG�WKH�SULYDWHVHFWRU�ZDUUDQWHG�LW��5XUDO&$5(�FRXOG�SURJUHVVLYHO\�
x H[SDQG�LWV�UDQJH�RI�VHUYLFH�RSWLRQV�
x XQGHUWDNH� D� WHQGHULQJ� SURJUDP� IRU� MRLQW� YHQWXUH� SDUWQHUV� LQ� VHHNLQJ� FDSLWDOVXSSRUW��LQIUDVWUXFWXUH�DQG�VHUYLFHV��DQG
x GHYHORS� �LQ� FRQMXQFWLRQ� ZLWK� MRLQW� YHQWXUH� SDUWQHUV�� ,7� DQG� FRPPXQLFDWLRQVVXSSRUW�V\VWHPV�DQG�WKH�UDQJH�RI�RSHUDWLRQDO�VXSSRUW�VHUYLFHV�DYDLODEOH�
$�&UHGLW&DUH�SURSRVDO�DUJXHG� WKDW�5XUDO&$5(�FRXOG�SURYLGH�HIILFLHQW�DQG�HIIHFWLYHQHWZRUNLQJ�� DJJUHJDWLRQ� DQG� VXSSRUW� YLWDO� WR� WKH� VXFFHVV� RI� WKH� 57&� SURJUDP�IDFLOLWDWLQJ�FR�RSHUDWLYH�SDUWQHUVKLSV�EHWZHHQ�JRYHUQPHQW��EXVLQHVV�DQG�FRPPXQLWLHV



��

DQG�EXLOGLQJ�RQ�&UHGLW&DUH¶V�VXFFHVV��0DUN�*HQRYHVH�KRSHG�WKDW�5XUDO&$5(�FRXOGEH�RSHUDWLRQDO�EHIRUH�WKH�HQG�RI�WKH�\HDU��PHQWRULQJ�WKH�57&�SURJUDP�WKURXJK�ZKDWSURPLVHG�WR�EH�D�GLIILFXOW�HVWDEOLVKPHQW�SKDVH�
([SUHVVLRQV�RI�VWURQJ�VXSSRUW�DQG�XQGHUVWDQGLQJ�IRU�WKH�LGHD�FDPH�IURP�VXFK�ERGLHVDV�
x /RFDO�*RYHUQPHQW�DQG�6KLUHV$VVRFLDWLRQ�RI�16:
x /RFDO�*RYHUQPHQW�DQG�6KLUHV$VVRFLDWLRQ�RI�4OG
x 16:�*$3�DQG�RIILFHUV�RI�WKH�16:3UHPLHU¶V�'HSDUWPHQW
x 4*$3��4XHHQVODQG�2IILFH�RI�5XUDO&RPPXQLWLHV
x 1DWLRQDO�)DUPHUV¶�)HGHUDWLRQ
x +HDOWK�,QVXUDQFH�&RPPLVVLRQ
x &HQWUH/LQN

x :HVWSDF�%DQN
x %HQGLJR�%DQN
x 3LRQHHU�%XLOGLQJ�6RFLHW\
x +HULWDJH�%XLOGLQJ�6RFLHW\
x &UHGLW�8QLRQ�6HUYLFHV�&RUSRUDWLRQRI�$XVWUDOLD��&86&$/�
x $XVWUDOLD�3RVW
x 7KH�6\VWHP�:RUNV��LQIRUPDWLRQWHFKQRORJ\�JURXS�
x 2]HPDLO��FRPPXQLFDWLRQV�DQG,QWHUQHW�DFFHVV�JURXS�

+RZHYHU�� WKH� &RPPRQZHDOWK� *RYHUQPHQW� LJQRUHG� WKH� SURSRVDO�� ZKLFK� UHPDLQHGODUJHO\�DW� WKH�FRQFHSWXDO� OHYHO��7KDW� WKH�JRYHUQPHQW� VKRXOG�FKRRVH� WR�GLVUHJDUG� WKLVZHOO� FRQVLGHUHG� SURSRVDO� IURP� D� WULHG� DQG� WHVWHG� RSHUDWRU� SRVVHVVLQJ� GHHS�ZHOOV� RIFRPPXQLW\�JRRG�ZLOO�DQG�WUXVW�VHHPV�UHPDUNDEOH��DQG�WKH�UHDVRQV�IRU�WKH�GHFLVLRQ�DUHEH\RQG�WKH�VFRSH�RI�WKLV�VWXG\��,W�ZDV�HYLGHQW�QRZ��KRZHYHU��HYHQ�WR�DUGHQW�VXSSRUWHUVZLWKLQ�WKH�FUHGLW�XQLRQ�PRYHPHQW��ZKR�KRSHG�WKH�FRQWUDFW�PLJKW�EH�H[WHQGHG�EH\RQG-XQH� ������ WKDW� FRPPRQZHDOWK� IXQGLQJ� IRU�&UHGLW&DUH�ZDV� XQOLNHO\� WR� EH� UHQHZHGEH\RQG�WKH� FRQWUDFW�SHULRG��&HUWDLQO\��&UHGLW&DUH�ZDV�QHYHU� FRQFHLYHG�RI� DV� DQ�RQ�JRLQJ�SURJUDP�
��� &UHGLW&DUH�DQG�WKH�57&�3URJUDP



��

7KH�LVVXH�RI�ILQDQFH�VHUYLFH�SURYLVLRQ�WKURXJK�FUHGLW�XQLRQV��DV�VXFK��ZDV�QR�ORQJHUµIUHVK¶�DQG�WKHUH�ZDV�JHQHUDOO\�OHVV�LQWHUHVW�LQ�FRPPXQLWLHV� 1HYHUWKHOHVV��&UHGLW&DUHFRXOG� QRW� VLPSO\� ZDON� DZD\� IURP� RQJRLQJ� UHVSRQVLELOLWLHV�� $V� DOUHDG\� QRWHG�� WKHSURJUDP¶V�IRFXV�ZDV�VKLIWHG�WR�µPRSSLQJ�XS¶�RSHUDWLRQV�LQ�WKRVH�FRPPXQLWLHV�ZKHUH&UHGLW&DUH�KDG�EHHQ�XQDEOH�WR�DVVLVW�SUHYLRXVO\�DQG�WR�SURYLGLQJ�IROORZ�XS�IRU�WKRVHZKHUH�LW�KDG��)LHOG�RIILFHUV�EHFDPH�KHDYLO\�LQYROYHG�ZLWK�DVVLVWLQJ�FRPPXQLW\�JURXSVSUHSDUH�DSSOLFDWLRQV�IRU�57&�IXQGLQJ��DQG�UHILQLQJ�WKH�FUHGLW�XQLRQ�µ0HPEHU�6HUYLFHV&HQWUH¶� �VRPHWLPHV�� µ&RPPXQLW\� 6HUYLFHV� &HQWUH¶�� PRGHO�� WR� DJJUHJDWH� ILQDQFLDO�JRYHUQPHQW� DQG� RWKHU� VHUYLFHV�� $� µIHDVLELOLW\� PRGHO¶� ZDV� GHVLJQHG� WR� DVVLVWFRPPXQLWLHV�LQ�DVVHVVLQJ�RSWLRQV��PHDVXUH�PDUNHW�GHPDQG�DQG�HYDOXDWH�FRPPHUFLDOYLDELOLW\� �RU� RWKHUZLVH�� RI� HVWDEOLVKLQJ� D� 0HPEHU� 6HUYLFHV� &HQWUH� XQGHU� WKH� 57&3URJUDP�� &UHGLW&DUH� SHUVRQQHO� DOVR� VRXJKW� WR� GHYHORS� H[LVWLQJ� UHODWLRQVKLSV� ZLWKFRPPRQZHDOWK�� VWDWH� DQG� ORFDO� JRYHUQPHQW� DJHQFLHV� DQG� WR� HVWDEOLVK� QHZ� MRLQWSURMHFWV�ZLWK�SRWHQWLDO�VHUYLFH�VXSSOLHUV�DQG�SURMHFW�SDUWQHUV��DV�IRUHVKDGRZHG�LQ� WKHµ5XUDO&$5(¶�SURSRVDO���
)LHOG� RIILFHUV� ZHUH� LPPHGLDWHO\� VXFFHVVIXO� LQ� QHJRWLDWLQJ� UHODWLRQVKLSV� ZLWKFRPPXQLWLHV�DQG�LQVWLWXWLRQV�IRU�VHUYLFHV¶�SURYLVLRQ�LQ�WKH�IROORZLQJ�WRZQV�
&20081,7< ),1$1&,$/�,167,787,21 67$786�,1������±�����
$UDPDF 3LRQHHU�%XLOGLQJ�6RFLHW\ &RQILUPHG&URZV�1HVW +HULWDJH�%XLOGLQJ�6RFLHW\ &RQILUPHG�DQG�RSHUDWLQJ'LUUDQEDQGL (OHFWULFLW\�&UHGLW�8QLRQ &RQILUPHG�DQG�RSHUDWLQJ(XJRZUD 2UDQD�&UHGLW�8QLRQ�2UDQJH�0XWXDO&UHGLW�8QLRQ�&DODUH�&UHGLW8QLRQ�5HOLDQFH�&UHGLW�8QLRQ

&RPSHWLWLYH�QHJRWLDWLRQV±�IRUPDO�WHQGHU�SURSRVHG
*UHVIRUG +ROLGD\�&RDVW�&UHGLW�8QLRQ &RQILUPHG0LUERR�1RUWK %DQN�RI�0HOERXUQH�:HVWSDF��%HQGLJR�%DQN�%DQN�RI6$

&RPPXQLW\�ILQDOLVLQJDUUDQJHPHQW�ZLWK�SRWHQWLDOVHUYLFH�VXSSOLHU8UDQD :DJJD�0XWXDO�&UHGLW�8QLRQ &RQILUPHG�DQG�RSHUDWLQJ
�� 'LVFXVVLRQ�0DUN�*HQRYHVH��&RUUHVSRQGHQFH�0DUN�*HQRYHVH�



��

:HOVKSRRO $GYDQWDJH�&UHGLW�8QLRQ�0HPEHUV)LUVW�&UHGLW�8QLRQ�:HVWSDF�%DQN6$
&RPSHWLWLYH�QHJRWLDWLRQV±�IRUPDO�WHQGHU�SURSRVHG

7KH� (XJRZUD 57&�� WKH� ILUVW� LQ� $XVWUDOLD�� ZDV� RSHQHG� E\� WKH� 3ULPH� 0LQLVWHU� LQ2FWREHU� ������ 7KH� LGHD� FDPH� LQLWLDOO\� IURP� WKH� &DERQQH� 6KLUH� &RXQFLO¶V� 5HJLRQDO'HYHORSPHQW�2IILFHU�DQG� WKH�SURSRVDO�ZDV�SXW� IRUZDUG�E\� WKH�FRPPXQLW\��DLGHG�E\WKH� ORFDO� 3URJUHVV� $VVRFLDWLRQ� DQG� &UHGLW&DUH�� 7KH� QHZ� FHQWUH� SURYLGHG� ILQDQFLDOVHUYLFHV� WKURXJK� 5HOLDQFH� &UHGLW� 8QLRQ� DQG� 0HGLFDUH� DQG� &HQWUH/LQN� VHUYLFHV�� ,Q'HFHPEHU��7LP�)LVFKHU�� WKH�)HGHUDO�0HPEHU�IRU�)DUUHU��RSHQHG�WKH�8UDQD�57&��WKHILUVW� LQ� WKH�5LYHULQD��7KH�QHZ�57&�FRQWLQXHG� WR�RIIHU� FUHGLW�XQLRQ� VHUYLFHV�� DQG�� LQDGGLWLRQ��0HGLFDUH�DQG�&HQWUH/LQN�DORQJ�ZLWK�,QWHUQHW�DFFHVV��ID[�DQG�SKRWRFRS\LQJPDFKLQHV�� ZKLFK�ZHUH� QRZ� DYDLODEOH� IRU� ORFDO� EXVLQHVVHV� DQG� WKH� FRPPXQLW\�� 7KH*UHVIRUG� 57&� RSHUDWHG� RQ� D� FRPPLVVLRQ�SURILW�VKDUH� EDVLV� DQG� LQFOXGHG� ILQDQFLDOVHUYLFHV��0HGLFDUH�(DV\FODLP��ORFDO�FRXQFLO�VHUYLFHV�DQG�EXVLQHVV�VXSSRUW�VHUYLFHV��$W&URZV�1HVW� �4XHHQVODQG��� &UHGLW&DUH� SHUVRQQHO�ZRUNHG�ZLWK� WKH� ORFDO� 7RXULVW� DQG3URJUHVV�$VVRFLDWLRQ�WR�IRUP�µ3URJUHVVLYH�&RPPXQLW\�&URZV�1HVW�/LPLWHG¶��VHH�3DUW7KUHH���7KH�VKLUH�FRXQFLO�DQG�7RRZRRPED�EDVHG�+HULWDJH�%XLOGLQJ�6RFLHW\�DJUHHG�WRVKDUH�FRVWV�DQG�LQFRPH�LQ�DQ�57&���)RU�IXUWKHU�GLVFXVVLRQ��VHH�SS������������������&UHGLW&DUH�UHWXUQHG�WR�WKH�VPDOO��LVRODWHG�4XHHQVODQG�WRZQ�RI�$UDPDF��DIWHU�D�IDLOHGHIIRUW� LQ������� WR�EXLOG�D� UHODWLRQVKLS�ZLWK�3LRQHHU�3HUPDQHQW�%XLOGLQJ�6RFLHW\�DQGUHNLQGOH� LQWHUHVW� LQ� D� ORFDO� ILQDQFLDO� LQVWLWXWLRQ��$� 3RVW�2IILFH� OLFHQVHH� REMHFWHG�� DV$XVWUDOLD� 3RVW� KDG� DQ� H[LVWLQJ� UHODWLRQVKLS� ZLWK� WKH� &RPPRQZHDOWK� %DQN�� ZKLFKIRUEDGH�WKH�XVH�RI�&UHGLW&DUH��&UHGLW&DUH��WKHUHIRUH��ZRUNHG�WR�GHYHORS�DQ�57&�LQ�WKHWRZQ�DQG�DVVLVWHG�WKH�FRXQFLO�WR�DSSO\��6XFFHVVIXO��WKH�FRXQFLO�DFFHSWHG�UHVSRQVLELOLW\IRU�WKH�FHQWUH�DQG�DSSRLQWHG�WKH�3RVW�2IILFH�DV�RSHUDWRU�
7KHUH�ZHUH�RWKHU�&UHGLW&DUH� LQLWLDWLYHV� DLGLQJ� WKH�57&�SURJUDP¶V� LQWURGXFWLRQ�� )RULQVWDQFH�� WKH� :DOJHWW� 6KLUH� &RXQFLO� DQG� &UHGLW&DUH� FDOOHG� D� SXEOLF� PHHWLQJ� LQ&ROODUHQHEUL� DIWHU� IXQGLQJ� IRU� WKH� EXVLQHVV� SODQ� VWDJH� RI� DQ� 57&� SURJUDP� ZDVDSSURYHG��7KH�FRXQFLO� UHFRPPHQGHG� WKDW�&UHGLW&DUH�DFW�DV� µEURNHU¶� WR� H[DPLQH� WKHSRVVLELOLW\�RI�VHUYLFHV�VXFK�DV�D�FUHGLW�XQLRQ��&HQWUH/LQN��0HGLFDUH��SRVWDO�DQG�SXEOLF,QWHUQHW�IDFLOLWLHV�EHLQJ�LQFOXGHG�LQ�WKH�57&��7KLV�ZDV�GRQH��$VVLVWHG�E\�&UHGLW&DUH�



��

WKH�4XHHQVODQG�WRZQ�RI�6XUDW�ZDV�JUDQWHG����������WR�XSJUDGH�LWV�H[LVWLQJ�ILQDQFLDOIDFLOLW\� WR� D� 57&�� RIIHULQJ� FUHGLW� XQLRQ� VHUYLFHV�� 4XHHQVODQG� DQG� &RPPRQZHDOWK*RYHUQPHQW�VHUYLFHV��DQG�DFFHVV�WR�0HGLFDUH�RQ�OLQH�DQG�DQ�,QWHUQHW�FDIp��.DOEDU�DOVRUHFHLYHG�D�57&�JUDQW�RI���������IRU�VLPLODU�SXUSRVHV��0XQJLQGL�DSSOLHG�IRU�IXQGLQJWR� XSJUDGH� WR� D� IXOO\�IOHGJHG� 57&�� HPSOR\LQJ� &UHGLW&DUH� DV� µEURNHU¶�� �)RU� IXUWKHUGLVFXVVLRQ��VHH�3DUW�7KUHH��SS����������������&UHGLW&DUH�SHUVRQQHO�DOVR�µVXSSHG�ZLWKWKH� GHYLO¶�� ZRUNLQJ� ZLWK� EDQNV� WR� UHJDLQ� IDFLOLWLHV� LQ� VHYHUDO� RWKHU� FRPPXQLWLHVLQFOXGLQJ� %HQGLJR� %DQN� LQ� )LVK� &UHHN� DQG� 6WUDWIRUG�� %DQN6$� LQ� 3HQVKXUVW� DQG:HVWSDF� LQ�$JQHV�:DWHU� �4XHHQVODQG��� 7KH\� DOVR�ZRUNHG�ZLWK� WKH�+XPH�%XLOGLQJ6RFLHW\�LQ�<DFNDQGDQGDK��9LFWRULD��
��� 2WKHU�&UHGLW&DUH�'HYHORSPHQW�:RUN
,Q�DGGLWLRQ�WR�57&�UHODWHG�GHYHORSPHQW�DFWLYLWLHV��&UHGLW&DUH�DOVR�ZRUNHG�WR�LPSURYHRU� XSJUDGH� H[LVWLQJ� ILQDQFLDO� VHUYLFHV� LQWURGXFHG� XQGHU� WKH� RULJLQDO� SURJUDP�� )RUH[DPSOH��LQ�$SULO�������&UHGLW&DUH�DVVLVWHG�WKH�8SSHU�+XQWHU�&UHGLW�8QLRQ�XSJUDGHIDFLOLWLHV�LQ�WKH�VPDOO�WRZQ�RI�'HQPDQ��LQFOXGLQJ�WKH�LQVWDOODWLRQ�RI�DQ�$70��$IWHU�WKHFUHGLW� XQLRQ� KDG� HVWDEOLVKHG� D� EUDQFK� ZLWK� &UHGLW&DUH¶V� KHOS� LQ� 2FWREHU� �����0DUJDUHW�/HVWHU�UHWXUQHG�LQ������WR�WUDLQ�UHVLGHQWV�LQ�$70�XVDJH��7KH�PDFKLQH�ZDVWKH�µWDON�RI�WKH�WRZQ¶��DOORZLQJ�SHRSOH�DFFHVV�WR�FDVK�WZHQW\�IRXU�KRXUV�D�GD\�LQ�ZHOOOLW�� VHFXUH� SUHPLVHV�� DQG� ZDV� UHFHLYLQJ� KLJK� XVDJH� DQG� DWWUDFWLQJ� WRXULVWV� DQGWUDYHOOHUV��ZKR�ZHUH�QRZ�VWRSSLQJ�LQ�WKH�PDLQ�VWUHHW�WR�ZLWKGUDZ�FDVK��EULQJLQJ�PRUHPRQH\�LQWR�WKH� WRZQ��/HVWHU� DOVR�DUUDQJHG�$70�WUDLQLQJ�IRU�*UHQIHOO� UHVLGHQWV�DIWHU&86&$/� RUJDQLVHG� D� PDFKLQH� LQ� WKDW� WRZQ� RQ� D� RQH�\HDU� WULDO� EDVLV� IROORZLQJ� DUHTXHVW�IURP�WKH�FRPPXQLW\�IRU�LPSURYHG�DFFHVV�WR�FDVK�
&UHGLW&DUH� ILHOG� RIILFHUV� SURGXFHG� GHWDLOHG� SURJUHVV� UHSRUWV� RQ� IDFLOLWLHV� WKH\� KDGKHOSHG� LQLWLDWH�� IRU� H[DPSOH�� VXUYH\V� WR� DVVHVV� WKH� LPSDFWV� VLQFH� ����� RI� +ROLGD\&RDVW�&UHGLW�8QLRQ�DQG�+RUL]RQ�&RDVW�&UHGLW�8QLRQ�XSRQ�%XODKGHODK�DQG�%HUPDJXL�UHVSHFWLYHO\�� &UHGLW&DUH� DOVR� FRQGXFWHG� UHVHDUFK� IRU� FRPPXQLWLHV� LQWHUHVWHG� LQ� WKHGLIILFXOW�WDVN�RI�VWDUWLQJ�D�QHZ�FUHGLW�XQLRQ��IRU�H[DPSOH��WKH�%DUZRQ�'DUOLQJ�$OOLDQFH�D�SDUWQHUVKLS�RI�WKH�0XUGL�3DDNL�5HJLRQDO�&RXQFLO�RI�$76,&�DQG�ILYH�VKLUH�FRXQFLOVDFURVV�QRUWK�ZHVWHUQ�1HZ�6RXWK�:DOHV���7KHUH��0DUJDUHW�/HVWHU�SRVWHG�������FRSLHV
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RI� D� VXUYH\� WR� KRPHV� LQ� WKH� VKLUHV� RI� :DOJHWW�� &RRQDPEOH�� &HQWUDO� 'DUOLQJ�%UHZDUULQD�DQG�%RXUNH�DV�SDUW�RI� D� WKUHH�\HDU� IHDVLELOLW\� VWXG\��7KLV� FRQILUPHG� WKDWJHQHUDO� VXSSRUW� IRU� HVWDEOLVKLQJ� D� FUHGLW� XQLRQ� ZDV� VWURQJ� ZLWK� ��� SHU� FHQW� RIUHVSRQGHQWV�JLYLQJ�TXDOLILHG�RU�XQFRQGLWLRQDO�VXSSRUW�
&UHGLW&DUH�DOVR�KHOSHG�ODXQFK�D�QHZ�FUHGLW�XQLRQ�IRU�LQGLJHQRXV�$XVWUDOLDQV�WKURXJKWKLV� SHULRG�� )LUVW� 1DWLRQ� $GYDQWDJH� &UHGLW� 8QLRQ�� LQ� 6KHSSDUWRQ�� 9LFWRULD�� 7KLVLQVWLWXWLRQ��RQH�RI�RQO\�D�KDQGIXO�WR�IRUP�VLQFH�WKH�),�6FKHPH�EHJDQ��ZDV�RSHQHG�E\0LQLVWHU� IRU�$ERULJLQDO�DQG�7RUUHV�6WUDLW� ,VODQGHU�$IIDLUV�6HQDWRU� -RKQ�+HUURQ�ZLWKZRUOG� FKDPSLRQ� DWKOHWH� &DWK\� )UHHPDQ� LQ� DWWHQGDQFH�� +RVWHG� LQLWLDOO\� E\� 3LFFRO&UHGLW�8QLRQ�EHIRUH�D�PHUJHU��FUHDWLQJ�$GYDQWDJH�&UHGLW�8QLRQ��WKH�GHYHORSPHQW�ZDVWHQ�\HDUV�LQ� WKH�PDNLQJ��XVLQJ�DQ�µLQFXEDWRU¶�PRGHO�HVWDEOLVKHG�E\�&RPPXQLW\�)LUVW&UHGLW� 8QLRQ� IRU� WKH� 1HZ� 6RXWK� :DOHV� .RUHDQ� FRPPXQLW\�� &86&$/� DQG� $),&DVVLVWHG�LQ�JHWWLQJ� WKH�PRGHO� µULJKW¶�DQG�$76,&�JDYH�QDWLRQDO�VXSSRUW� WR� WKH�SURMHFWDQG� DJUHHG� WR� SURYLGH� VHHG� IXQGLQJ� IRU� WKH� ILUVW� WZR� \HDUV� RI� RSHUDWLRQ�� 7KHµLQFXEDWRU¶�PRGHO�KDG�EHHQ�XVHG�HDUOLHU�LQ�&UHGLW&DUH¶V�ZRUN�ZLWK�3LFFRO�LQ�'HOHJDWH16:�
��� 7KH�57&�3URJUDP¶V�6ORZ�8SWDNH
7KH�JRYHUQPHQW�ZDV�GHWHUPLQHG�WKDW�WKH�57&�SURJUDP�VKRXOG�EH�FRPPXQLW\�GULYHQ�7KH�TXHVWLRQ�ZDV�ZKDW�HQFRXUDJHPHQW� DQG�RWKHU� VXSSRUWV�GLG�D�FRPPXQLW\�QHHG� WRWDNH�SURPSW�DQG�IXOO�DGYDQWDJH�RI�RSSRUWXQLWLHV�WKH�QHZ�SURJUDP�RIIHUHG"�,QGHHG��WKHILUVW�WZR�\HDUV�RI�WKH�57&�SURJUDP�LQGLFDWHG�KRZ�GLIILFXOW�LW�FRXOG�EH�WR�LPSOHPHQW�DSURJUDP� WKDW� UHOLHG� VR� KHDYLO\� XSRQ� D� FRPPXQLW\� WDNLQJ� DQ� LQLWLDWLYH� RI� LWV� RZQ� WRDFFHVV�VXSSRUW��:KLOH�WKH�GHSDUWPHQW�KDG�SUHSDUHG�D�OLVW�RI�EURNHUV��ZKR�ZHUH�KDSS\WR�ZRUN�ZLWK�FRPPXQLWLHV�WR�QHJRWLDWH�DFFHVV�WR�IXQGV��LQ�PDQ\�FDVHV�WKHVH�DSSHDU�QRWWR� KDYH� SRVVHVVHG� WKH� VDPH� SRVLWLYH� RXWUHDFK� GLPHQVLRQ� DV� WKH� HVWDEOLVKHG�H[SHULHQFHG�&UHGLW&DUH�WHDP�
$W� ILUVW�� HYHQ� H[SHULHQFHG� &UHGLW&DUH� ILHOG� RIILFHUV� LQWURGXFLQJ� 57&V� IRXQG� VRPHFRPPXQLWLHV� KDG� GLIILFXOW\� LQ� JUDVSLQJ� WKDW� D� IHGHUDO� JRYHUQPHQW� ZDV� DFWXDOO\WDUJHWLQJ� IXQGV� DW�FRPPXQLW\ JURXSV� IRU� VHOI�KHOS SXUSRVHV��)RU� H[DPSOH�� WKHUH�ZDV
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FRQVLGHUDEOH�VFHSWLFLVP�ZKHQ�&UHGLW&DUH�DQG�WKH�&RRODPRQ�6KLUH�&RXQFLO�FRQGXFWHGUHVHDUFK� LQWR� DFFHVV� WR� ILQDQFLDO� DQG� JRYHUQPHQW� IDFLOLWLHV� LQ� WKH�5LYHULQD� WRZQV� RI*DQPDLQ� DQG�$UGOHWKDQ�� 7KH� WUXVW� WKDW� &UHGLW&DUH� SHUVRQQHO� KDG� EXLOW� XS� RYHU� WKH\HDUV� ILQDOO\� FDUULHG� WKH� GD\� DQG� WKH� FRPPXQLWLHV� GHFLGHG� WR� SURFHHG�ZLWK� DQ�57&DSSOLFDWLRQ�� 6LPLODUO\�� DW� $VKIRUG� 16:�� WKH� FRPPXQLW\� LQLWLDOO\� KDG� GLIILFXOW\� LQFRPSUHKHQGLQJ� WKDW� WKH� JRYHUQPHQW� KDG� HDUPDUNHG�PRQH\� IRU� XVH� LQ� D� FRPPXQLW\GULYHQ�VFKHPH��ERWK�µVHOI�KHOS¶�DQG D�EXVLQHVV�
7KDW�VRPH�FRPPXQLWLHV�FRXOG�QRW�µEHOLHYH� LW¶�ZKHQ�LQYLWHG�E\�&UHGLW&DUH�SHUVRQQHOWR�SDUWLFLSDWH�LQ�WKH�SURJUDP��DQG�RQO\�DIWHU�ORQJ�DQG�KDUG�FRQVLGHUDWLRQ�GHFLGHG�WR�WU\WKH�57&�VFKHPH��FRQWULEXWHG� WR�DQ� LQLWLDO�VORZQHVV� LQ�XS�WDNH��7KLV�ZDV�GHVSLWH� WKHIDFW�WKDW�WKH�SURJUDP�DOWHUHG�WKH�HFRQRPLFV�RI�VHFXULQJ�VXSSRUW�IURP�LQVWLWXWLRQV�DQGODUJHO\�RYHUFDPH�WKH�SUREOHP�RI�µVWDUW�XS¶�FRVWV��SUHYLRXVO\�LQYROYLQJ�&UHGLW&DUH�LQ�DVORZ�SURFHVV�RI�SHUVXDVLRQ�DQG�QHJRWLDWLRQ�� ,Q� WKH�FDVHV�RI�(XJRZUD��0LUERR�1RUWKDQG� :HOVKSRRO�� IRU� H[DPSOH�� VHYHUDO� ILQDQFLDO� LQVWLWXWLRQV� H[SUHVVHG� LQWHUHVW� LQKRVWLQJ�DQ�57&��&UHGLW&DUH�ZDV�QRZ�EHWWHU�DEOH� LQ� WKLV�FRPSHWLWLYH�HQYLURQPHQW� WRDVVLVW� FRPPXQLWLHV� LQ� VHOHFWLQJ�D� VXSSOLHU� �RU� VXSSOLHUV�� DQG�QHJRWLDWH�PRUH� IOH[LEOHDUUDQJHPHQWV�RIIHULQJ�EUHDGWK�DQG�EHWWHU�YDOXH�VHUYLFH��PRUH�IDYRXUDEOH�FRPPHUFLDODUUDQJHPHQWV� DQG� OHDGLQJ� HGJH� RSHUDWLRQDO� DQG� LQIUDVWUXFWXUH� VXSSRUW�� 7KH� 57&SURJUDP��GHVLJQHG�WR�EH�FRPPXQLW\�FHQWUHG��DORQJ�&UHGLW&DUH�OLQHV��ZDV�QHYHUWKHOHVVE\�GHILQLWLRQ� VORZ�� LQYROYLQJ� FRPPXQLWLHV� LQ� FRPSOH[�EXVLQHVV�GHFLVLRQV� IRU�ZKLFKPDQ\�KDG�QR�H[SHULHQFH��,Q�DGGLWLRQ��XQOLNH�&UHGLW&DUH��ZKLFK�ZDV�SHUFHLYHG�WR�EH�DSULYDWH�HQWHUSULVH�PRGHO��WKH�&RPPRQZHDOWK�*RYHUQPHQW�ZDV�VHHQ�E\�LQGLYLGXDOV�LQVRPH� FRPPXQLWLHV� WR� EH� DW� WKH� FHQWUH� RI� WKH� SURJUDP�� 8QFHUWDLQW\� DERXW� WKHJRYHUQPHQW¶V�UHDO�SXUSRVH�LQ�ODXQFKLQJ�57&V�DQG�VXVSLFLRQV�IXUWKHU�VORZHG�SURJUHVV�2QH�SRVVLEOH�H[SODQDWLRQ� IRU� WKLV� FDXWLRQ� LV� WKDW� WKHUH� LV� D�EDVLF� GLIIHUHQFH� EHWZHHQ&UHGLW&DUH�DQG�57&V��)URP�D�FRPPXQLW\¶V�SRLQW�RI�YLHZ��FRPPXQLWLHV�LQYROYHG�ZLWK&UHGLW&DUH�ZRUNHG�ZLWK�HPSOR\HHV RI�DQ�LQGHSHQGHQW�RUJDQLVDWLRQ��&86&$/��ZKLFKKDG� FRQWUDFWHG� ZLWK� WKH� &RPPRQZHDOWK� *RYHUQPHQW�� %\� FRQWUDVW�� LQ� WKH� 57&SURJUDP�� FRPPXQLWLHV� ZHUH� UHTXLUHG� WR� DSSO\� WR� JRYHUQPHQW� RIILFHUV DQG� REWDLQPLQLVWHULDO� DSSURYDO� IRU� IXQGLQJ� DSSOLFDWLRQV�� *LYHQ� WKHVH� VLJQLILFDQW� SURFHGXUDOGLIIHUHQFHV�� LW� LV� SHUKDSV� XQGHUVWDQGDEOH� WKDW� VRPH� FRPPXQLWLHV� DQG� HYHQ� VRPH
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&UHGLW&DUH�VWDII�PLJKW�FRQFHLYH�RI� WKH�57&�SURJUDP�DV� UHODWLYHO\�PRUH�JRYHUQPHQWFHQWUHG�WKDQ�&UHGLW&DUH�
,W� LV� FOHDU�� KRZHYHU�� WKDW� &UHGLW&DUH� 3URJUDP� 0DQDJHU� 0DUN� *HQRYHVH� ZDUPO\HQGRUVHG�57&V�

7KH�57&�SURJUDP�KDV�HPSRZHUHG�FRPPXQLWLHV�WR�XQLWH��WDNH�DFWLRQ�DQG�FDOOIRU� WKH� VHUYLFHV� WKH\� QHHG�� (VWDEOLVKLQJ� WKH� ILUVW� 57&� LQ� WKH�5LYHULQD� LV� DQDFKLHYHPHQW��,WV�VXFFHVV�KDV�VHFXUHG�WKH�WRZQ¶V�IXWXUH��:LWK�WKH�VXSSRUW�RI�WKH&RPPRQZHDOWK� *RYHUQPHQW¶V� 57&� SURJUDP�� WKH�8UDQD� FRPPXQLW\� LV� QRZHTXLSSHG�WR�RYHUFRPH�ILQDQFLDO�KXUGOHV��&UHGLW&DUH¶V�UROH� LV�DERXW�DVVLVWLQJFRPPXQLWLHV� HYDOXDWH� WKHLU� QHHGV� IRU� ILQDQFLDO�� JRYHUQPHQW� DQG� UHODWHGVHUYLFHV� DQG� WR� DVVLVW� LQ� WKH� QHJRWLDWLRQV� WR� VHFXUH� VHUYLFHV� RQ� SURSHUFRPPHUFLDO�WHUPV�
,W� VKRXOG� EH� QRWHG�� DOVR�� WKDW� IRUPHU� &RPPRQZHDOWK�*RYHUQPHQW� DGPLQLVWUDWRUV� RIWKH� &UHGLW&DUH� SURJUDP�� ZKR� ZHUH� LQWHUYLHZHG� IRU� WKLV� VWXG\�� ZHUH� HPSKDWLF� WKDW&UHGLW&DUH� ZDV� LQVWUXPHQWDO� LQ� JHWWLQJ� WKH� 57&� SURJUDP� RII� WKH� JURXQG� LQ� WKLVGLIILFXOW�WUDQVLWLRQ�SKDVH���
1HYHUWKHOHVV�� D� SHUFHSWLRQ� H[LVWHG� LQ� VRPH� TXDUWHUV� WKDW� WKH� 57&� SURJUDP� ZDVJRYHUQPHQW�FHQWUHG��DQG�OLQNHG�WR�WKH�VDOH�RI�7HOVWUD���7KHUHIRUH��WKH�VORZQHVV�RI�WKHUROO� RXW� FDUULHG� SROLWLFDO� ULVNV�� ,QGHHG�� LQ�0D\������� D� 6HQDWH�(VWLPDWHV�&RPPLWWHHILHUFHO\� TXL]]HG� WKH� PLQLVWHU� DQG� GHSDUWPHQWDO� RIILFHUV� RQ� WKH� SURJUDP¶V� VORZDGRSWLRQ�� 7KH� FRPPLWWHH¶V� DWWHQWLRQ� ZDV� QRW� LQ� LWVHOI� XQXVXDO�� DOO� JRYHUQPHQWSURJUDPV� DUH� VXEMHFWHG� WR� SHULRGLF� VFUXWLQ\� DV� SDUW� RI� WKH� QRUPDO� DFFRXQWDELOLW\IUDPHZRUN�� DQG� LW� LV� QRW� WR� EH� LQIHUUHG� IURP� WKLV� WKDW� WKH� 57&� SURJUDP�ZDV� EHLQJVLQJOHG� RXW� IRU� VSHFLDO� DWWHQWLRQ� RU� WKDW� 6HQDWRUV� ZHUH� GRLQJ� DQ\WKLQJ� PRUH� WKDQH[SUHVVLQJ�DQ�RSLQLRQ��2Q�WKH�FRQWUDU\��LW�ZDV�JHQHUDOO\�DJUHHG�WKDW�WKH�57&�LGHD�ZDVJRRG�EXW�WKH�SURJUDP�ZDV�WUDYHOOLQJ�VORZO\��DSSDUHQWO\�SODJXHG�E\�µUHG�WDSH¶�DQG�SRRU
�� 'LVFXVVLRQ�&DWK\�3DUVRQV��IRUPHU�&RPPRQZHDOWK�5HSUHVHQWDWLYH�&UHGLW&DUH�%RDUG��1LFROD�'DNLQ�$VVLVWDQW�'LUHFWRU�5HJLRQDO�'HYHORSPHQW�%UDQFK��DQG�'LDQH�3RGOLFK��$VVLVWDQW�'LUHFWRU�5XUDO7UDQVDFWLRQ�&HQWUHV��'HSDUWPHQW�RI�7UDQVSRUW�DQG�5HJLRQDO�6HUYLFHV��3DUVRQV�GHVFULEHG�WKH
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DFFHSWDQFH�� 6HQDWRUV� QRWHG� WKDW�PXFK� SDSHU�ZRUN�ZDV� LQYROYHG� VLPSO\� LQ� JHWWLQJ� DEXVLQHVV�SURSRVDO� WRJHWKHU��VR�PXFK�VR� WKDW�VRPH�FRPPXQLWLHV�KDG�JLYHQ�XS�RQ� WKHWDVN�� $VVXPSWLRQV� VHHPHG� WR� EH� UXQQLQJ� VLPSO\� EHFDXVH�PRQH\�ZDV� DYDLODEOH� WKDWFRPPXQLWLHV� ZRXOG� DXWRPDWLFDOO\� µJUDE¶� WKLV�� ZLWKRXW� SURSHU� FRQVXOWDWLRQ� DQGGHOLEHUDWLRQ�� WKDW� µRQH� VL]H� ILWV� DOO¶��DQG� WKDW�JRYHUQPHQW�NQHZ�ZKDW�ZDV� µJRRG¶� IRUFRPPXQLWLHV��6HQDWRUV�UHPDUNHG�XSRQ�DQ�DOOHJHG�ODFN�RI�DGHTXDWH�FRPPXQLW\� LQSXW�GHVLJQ�DQG�FRQWURO� LQ� WKH�FRQFHSW��$IWHU�PRUH� WKDQ� WZHOYH�PRQWKV�� VWLOO�RQO\� VL[WHHQFHQWUHV�ZHUH�RSHUDWLRQDO��WKUHH�RI�WKHVH�QRQ�ILQDQFLDO�LQ�IRUP��6HQDWRUV�GHPDQGHG�WRNQRZ� ZK\� WKH� DSSOLFDWLRQ� SURFHVV� KDG� EHHQ� FKDQJHG� WR� LQYROYH� GHSDUWPHQWDODVVHVVPHQW��FUHDWLQJ� LQWHUUXSWLRQV��DQG�ZK\�XQVSHQW� IXQGV�KDG�EHHQ� UROOHG�RYHU� LQWRWKH� QH[W� \HDU¶V� EXGJHW�� 7KHUH� ZHUH� IHZ� DSSOLFDWLRQV� IURP� 6RXWK� $XVWUDOLD� DQG7DVPDQLD��DV�IRU�&UHGLW&DUH���7KH�DEVHQFH�RI�D�FRKHUHQW��DGHTXDWHO\� UHVRXUFHG� ILHOGZRUNHU� QHWZRUN� ZDV� QRWHG�� 7KH� JRYHUQPHQW¶V� DVVXPSWLRQ� DERXW� µEURNHUV¶� IRUJLQJSDUWQHUVKLSV�ZDV�VHHQ�WR�EH�YDJXH��ZLWK�WKH�GHSDUWPHQW�DSSDUHQWO\�VLPSO\�VD\LQJ�WR�DFRPPXQLW\�µKHUH�LV�D�ORW�RI�EURNHUV���\RX�PLJKW�OLNH�WR�DFFHVV�¶���
8QGHU�SUHVVXUH��JRYHUQPHQW�UHSUHVHQWDWLYHV�UHSOLHG�UHDVRQDEO\�WKDW�WKH�57&�SURJUDPZDV�D�FRPPXQLW\�GULYHQ�PRGHO��LQYROYLQJ�FRPPXQLWLHV�LQ�FRQVLGHUDEOH�UHVSRQVLELOLW\LQ� EXVLQHVV� GHFLVLRQV� DQG� FRXOG� RQO\� SURFHHG� DV� IDVW� DV� FRPPXQLWLHV� DOORZHG�,QWHUPLWWHQW� PHHWLQJV� E\� WKH� 57&� $GYLVRU\� 3URMHFW� 3DQHO� PHDQW� WKDW� GHOD\V� LQDSSURYDO�KDG�JURZQ�DQG�WKH�GHSDUWPHQW�KDG�KDG�WR�LQWHUYHQH�WR�H[SHGLWH�WKLQJV��$SDUWIURP�RFFDVLRQDO�SKRQH�FDOOV�DQG�DQ�RSHUDWLQJ�PDQXDO�VHWWLQJ�RXW�JXLGHOLQHV��KRZHYHU�WKH�GHSDUWPHQW�ZDV�QRW� LQYROYHG� IXUWKHU��7KH� LQWHQWLRQ�ZDV� VWLOO� WR�FUHDWH�XS� WR����57&V�RYHU�WKUHH�\HDUV�DQG�D�UHYLHZ�ZDV�SODQQHG�LQ�HLJKWHHQ�PRQWKV�
&UHGLW&DUH�SURJUDP�DV�D�µFR�RSHUDWLYH�DUUDQJHPHQW�ZKLFK�EURXJKW�WRJHWKHU�PXWXDO�REMHFWLYHV�LQ�DKDSS\�FRLQFLGHQFH¶��'LVFXVVLRQ��0DUJDUHW�/HVWHU��� 3DUOLDPHQW�RI�$XVWUDOLD��6HQDWH�(VWLPDWHV�&RPPLWWHH���0D\�������*RYHUQPHQW�RIILFLDOV�UHFHLYHG�DERPEDUGPHQW�RI�DZNZDUG�TXHVWLRQ��:KDW�PHFKDQLVPV�H[LVWHG�WR�DVFHUWDLQ�WKH�ILQDQFLDO�YHUDFLW\�RIEURNHUV"�:KR�WUDLQHG�EURNHUV�DQG�IRU�ZKRP�GLG�WKH\�ZRUN"�'LG�FRQWUDFWV�H[LVW�EHWZHHQ�57&V�DQGILQDQFLDO�LQVWLWXWLRQV�ZLWK�UHJDUG�WR�WHUPV�RI�VHUYLFH�GHOLYHU\"�:KDW�HYDOXDWLRQ�ZDV�WKH�SURJUDPUHFHLYLQJ"�:KDW�IROORZ�XS�FRPPRQZHDOWK�VXSSRUWV�ZHUH�57&V�UHFHLYLQJ"�:K\�ZHUH�57&�IXQGV�EHLQJXVHG�WR�HVWDEOLVK�D�SRVW�RIILFH�LQ�D�1RUWKHUQ�7HUULWRU\�FRPPXQLW\�DQG�WR�LQVWDOO�$70V�SURYLGLQJVHUYLFHV�WR�D�UDQJH�RI�EDQNV"�:KR�RU�ZKDW�ZDV�PRQLWRULQJ�WKH�OHYHO�RI�VHUYLFH�SURYLVLRQ�LQYROYLQJFRPPRQZHDOWK�VHUYLFHV�DQG�KRZ�GLG�WKH�FRPPRQZHDOWK�NQRZ�LI�WKH�SURJUDP�ZDV�LPSURYLQJ�VHUYLFHV"7KH�JRYHUQPHQW¶V�UHVSRQVH�ZDV�VHHQ�E\�KRVWLOH�VHQDWRUV�WR�EH�IDU�IURP�VDWLVIDFWRU\��2QH�IRXQG�LWµH[WUDRUGLQDU\¶�WKDW�VWLOO�QR�UHVROXWLRQ�KDG�EHHQ�UHDFKHG�RQ�WKH�*HQHUDO�6HUYLFHV�7D[��*67��LPSDFW�RQ57&�JUDQWV��ZLWK�LQWURGXFWLRQ�RI�WKH�QHZ�WD[DWLRQ�V\VWHP�LPPLQHQW�
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��� &UHGLW&DUH�LV�&RQFOXGHG
'HVSLWH�KRSHV�KHOG�E\�VRPH�&86&$/�VWDII�WKDW�&UHGLW&DUH�PLJKW�EHFRPH�LQYROYHG�LQQHZ� PDUNHWV� VXSSRUWLQJ� WKH� 57&� SURJUDP�� WKURXJK� WKH� SURSRVHG� 5XUDO&$5(SURJUDP��IRU�H[DPSOH��LQWHUHVW�LQ�VXFK�LQQRYDWLYH�LGHDV�IDLOHG�WR�JDOYDQL]H� WKH�FUHGLWXQLRQ� PRYHPHQW�� $� IHHOLQJ� ZDV� JURZLQJ� WKDW� FUHGLW� XQLRQV� VKRXOG� µVWLFN� WR� WKHLUNQLWWLQJ¶�DV�PDUNHW�SUHVVXUHV�EXLOW�DQG�WKH�*67�ZDV�DERXW�WR�EH�LQWURGXFHG�±�OHDYH�LWWR�WKH�57&�SURJUDP����
2Q� ��� -XQH� ������ &UHGLW&DUH� ZDV� FRQFOXGHG�� 7KH� GHFLVLRQ� DSSHDUV� WR� KDYH� EHHQPXWXDOO\�DFFHSWDEOH�WR�WKH�MRLQW�LQLWLDWLYH�SDUWQHUV�±�&86&$/�DQG�WKH�&RPPRQZHDOWK*RYHUQPHQW��7KH�57&�SURJUDP��LQ�WKHRU\��KDG�PDGH�&UHGLW&DUH¶V�LQVWLWXWLRQDO�PRGHOUHGXQGDQW�LQ�VPDOO�µQR�EDQN¶� WRZQV�DQG�WKH�SURJUDP�VXSHUIOXRXV�E\�RYHUFRPLQJ�WKHµVWDUW�XS¶�FRVW�GLOHPPD�DQG�LQWURGXFLQJ�DQ�DJJUHJDWHG�VHUYLFHV�PRGHO��ZKLFK�ZHQW�IDUEH\RQG� WKH� SURYLVLRQ� RI� ILQDQFLDO� VHUYLFHV��0RUHRYHU�� DOWHUQDWLYH�PRGHOV�ZHUH� QRZPRUH� UHDGLO\� DYDLODEOH�� FRPPXQLW\�EDQNV�� IRU� H[DPSOH��6RPH� WZHQW\�RQH� IUDQFKLVHVZHUH�RSHUDWLQJ��PRVW�LQ�9LFWRULD�EXW�H[WHQGLQJ�WR�:HVWHUQ�$XVWUDOLD��ZKHUH�WKH�VWDWHJRYHUQPHQW�ZDV�KHOSIXO�ZLWK� IHDVLELOLW\�VWXG\�FRVWV��DQG�6RXWK�$XVWUDOLD�� WZR�VWDWHVZKHUH�&UHGLW&DUH� KDG�PDGH� OLWWOH� RU� QR� KHDGZD\��7KH�4XHHQVODQG� JRYHUQPHQW�ZDVDOVR� LQWHUHVWHG� LQ� DVVLVWLQJ�%HQGLJR�%DQN� DQG� VRPH�RI� WKH�PDMRU� FRPPHUFLDO� EDQNVZHUH�FRQVLGHULQJ�HPXODWLQJ�WKH�PRGHO���
0DUJDUHW�/HVWHU�ZDV�UHWDLQHG�E\�WKH�&UHGLW�8QLRQ�)RXQGDWLRQ�RI�$XVWUDOLD��&8)$��DVD� 'HYHORSPHQW�0DQDJHU� WR� ZRUN� ZLWK� UXUDO�� UHJLRQDO� DQG� LQGLJHQRXV� FRPPXQLWLHVLQWHUHVWHG� LQ� HVWDEOLVKLQJ� FUHGLW� XQLRQ� RU� 57&� VHUYLFHV�� &RPPXQLWLHV� ZHUH� DGYLVHGWKDW� WKH\� ZHUH� QRZ� IUHH� WR� FRQWDFW� &86&$/� RU�� DOWHUQDWLYHO\�� WKH� 'HSDUWPHQW� RI7UDQVSRUW�DQG�5HJLRQDO�6HUYLFHV��ZKLFK�PDQDJHG�WKH�57&�SURJUDP�
7KH�IROORZLQJ�WDEOH��7DEOH����VXPPDUL]HV�&UHGLW&DUH¶V�FRQVLGHUDEOH�DFKLHYHPHQW�XSWR�ODWH������
�� 'LVFXVVLRQ��0DUN�*HQRYHVH��*UDKDP�/RXJKOLQ��� 'L�7KRPVRQ�DQG�0DOFROP�$EERWW�&RPPXQLW\�%DQNLQJ�LQ�$XVWUDOLD��RS��FLW��S������
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7DEOH����7RZQV�$VVLVWHG�E\�&UHGLW&DUH�LQ�5HJDLQLQJ�$FFHVV�WR�)LQDQFLDO)DFLOLWLHV���2FWREHU�����
4XHHQVODQG 1HZ�6RXWK�:DOHV$JQHV�:DWHU$UDPDF��57&�%ODFNEXWW&UR\GRQ&DUGZHOO&URZV�1HVW��57&�'D\ERUR'LPEXODK'LUUDQEDQGL��57&�(LGVYROG(LQDVOHLJK)RUVD\WK*HRUJHWRZQ<DUDND

*UHHQYDOH.DOEDU.LONLYDQ+HEHO+HUEHUWRQ,VLVIRUG,UYLQHEDQN0DJQHWLF�,VODQG0LOHV0LVVLRQ�%HDFK0W�6XUSULVH6XUDW7KDOORQ

$VKIRUG%HUPDJXL%XODKGHODK'HOHJDWH'HQPDQ(XJRZUD��57&�*DQPDLQ*UHVIRUG��57&�+DZNV�1HVW+DOOLGD\¶V�3RLQW0XQJLQGL

1DELDF0RXODPHLQ2DNODQGV2OG�%DU6WURXG7UDQJLH7UXQGOH8UDQD��57&�:DOOD�:DOOD:HUULV�&UHHN

9LFWRULD :HVWHUQ�$XVWUDOLD(LOGRQ)LVK�&UHHN3HQVKXUVW5RVHGDOH6KHSSDUWRQ��$76,�
6WUDWIRUG<DFNDQGDQGDK:DOZD:HOVKSRRO��57&�

3DUDEXUGRR

7RWDO���
x &UHGLW&DUH� DQG� &86&$/� SURYLGHG� WKH� WRZQ� RI� *UHQIHOO� �16:�� ZLWK� LWV� ILUVW$70�x 3DUWLFLSDWLQJ�FUHGLW�XQLRQV�DQG�RWKHU�LQVWLWXWLRQV�$GYDQWDJH� &UHGLW� 8QLRQ� �IRUPHUO\� 3LFFRO� &RPPXQLW\� &UHGLW� 8QLRQ��� $OEXU\0XUUD\� &UHGLW� 8QLRQ�� &UHGLW� 8QLRQ� $XVWUDOLD�� (OHFWULFLW\� &UHGLW� 8QLRQ�)LUHILJKWHUV� &UHGLW� 8QLRQ�� +ROLGD\� &RDVW� &UHGLW� 8QLRQ�� +RUL]RQ� &UHGLW� 8QLRQ�0HPEHUV�$XVWUDOLD�&UHGLW�8QLRQ��IRUPHUO\�(QWHUSULVH�&UHGLW�8QLRQ��&6,52�&R�RSHUDWLYH�&UHGLW�6RFLHW\�DQG�2XWORRN�&UHGLW�8QLRQ���1HZ�(QJODQG�&UHGLW�8QLRQ�2UDQD�&UHGLW�8QLRQ��3HHO�9DOOH\�&UHGLW�8QLRQ��4XHHQVODQG�&RXQWU\�&UHGLW�8QLRQ�4XHHQVODQG�7HDFKHUV�&UHGLW�8QLRQ��5HOLDQFH�&UHGLW�8QLRQ��8QLWHG�&UHGLW�8QLRQ�8SSHU�+XQWHU�&UHGLW�8QLRQ��:DJJD�0XWXDO�&UHGLW�8QLRQ��:$:�&UHGLW�8QLRQ�$OVR� %HQGLJR� %DQN� LQ� )LVK� &UHHN� DQG� 6WUDWIRUG�� %DQN6$� LQ� 3HQVKXUVW�� +XPH%XLOGLQJ�6RFLHW\�LQ�<DFNDQGDQGDK��+HULWDJH�%XLOGLQJ�6RFLHW\�LQ�&URZV�1HVW�DQG:HVWSDF�LQ�$JQHV�:DWHU���� 7KH�57&�1DWLRQDO�)LHOG�2IILFHU�1HWZRUN



��

:KHQ�&UHGLW&DUH�ZDV�FRQFOXGHG������FRPPXQLWLHV�LQ�$XVWUDOLD�ZHUH�LQYROYHG�LQ�WKH57&�SURJUDP��2QO\�D�KDQGIXO��HLJKWHHQ��ZHUH�RSHUDWLRQDO��KRZHYHU��HOHYHQ�RI� WKHVHEURNHUHG�E\�&UHGLW&DUH�� ,W� VKRXOG� QRW� EH� FRQVWUXHG� IURP� WKLV� REVHUYDWLRQ�� KRZHYHU�WKDW� WKH� 57&� SURJUDP�ZDV� QRW� ZRUNLQJ�� RQO\� WKDW� WKH� SURJUDP�ZDV� WDNLQJ� WLPH� WRGHPRQVWUDWH�LWV�IXOO�SRWHQWLDO��IRU�VRPH�RI�WKH�UHDVRQV�PHQWLRQHG�DERYH�
$�'2756�UHVWUXFWXUH�DQG�XUJHQW�PRYHV�WR�UHFWLI\�DGPLQLVWUDWLYH�SUREOHPV�IROORZHG�,Q� 6HSWHPEHU� ������ WKH� 57&� DSSOLFDWLRQ� SURFHVV� ZDV� VWUHDPOLQHG� DQG�PDGH� HDVLHUDQG�� LQ� 'HFHPEHU�� WKH� IHGHUDO� JRYHUQPHQW� HQWHUHG� LQWR� D� WZR�\HDU� FRQWUDFW� ZLWK� D%ULVEDQH�EDVHG�FRPSDQ\��*50�,QWHUQDWLRQDO�3URSULHWDU\�/LPLWHG��IRU�WKH�SURYLVLRQ�RID� QDWLRQDO� ILHOG� RIILFHU� QHWZRUN� WR� GHYHORS� WKH� 57&� SURJUDP� LQ� VPDOO� UXUDOFRPPXQLWLHV��,W�LV�LQWHUHVWLQJ�WR�GLJUHVV�EULHIO\�WR�FRPSDUH�WKLV�QHWZRUN¶V�FRQVWUXFWLRQZLWK� WKDW� RI� &UHGLW&DUH¶V� VRPH� ILYH� \HDUV� SUHYLRXV� IRU� WKH� OLJKW� WKLV� WKURZV� RQ� WKHLPSRUWDQFH�RI�WLPLQJ�LQ�ILHOG�RIILFHU�HPSOR\PHQW�
)LYH�EXVLQHVVHV�VXEPLWWHG�WHQGHUV�IRU�WKH�FRQWUDFW��&86&$/�ZDV�QRW�LQYLWHG�WR�WHQGHUDQG�� DFFRUGLQJ� WR�RQH� ILHOG�RIILFHU��NQHZ�QRWKLQJ�DERXW� LW�� ,W� VKRXOG�EH�SRLQWHG�RXW�KRZHYHU��WKDW�D�SDQHO�FKDLUHG�E\�WKH�'2756�LQFOXGLQJ�UHSUHVHQWDWLYHV�IURP�WKH�57&$GYLVRU\� 3DQHO� DQG� WKH� 'HSDUWPHQW� RI� ,QGXVWU\�� 6HUYLFHV� DQG� 5HVRXUFHV� DVVHVVHGWHQGHUV�� RYHUYLHZHG� E\� D� SURELW\� RIILFHU� IURP� $WWRUQH\�*HQHUDO¶V��:KLOH� &86&$/KDG�VXFFHVVIXOO\�LPSOHPHQWHG�WKH�&UHGLW&DUH�SURJUDP�DQG��WKDQNV�WR�LW��FUHGLW�XQLRQVQRZ� VHUYHG� WKH� ILQDQFLDO� QHHGV� RI� PDQ\� FRPPXQLWLHV� DEDQGRQHG� E\� EDQNV�� WKHJRYHUQPHQW�VLPSO\�FRQVLGHUHG�WKH�ILQDQFLDO�EXVLQHVV�HQWLW\�DORQH�WR�EH�WRR�OLPLWHG�LQWKH�FRQWH[W�RI�ZLGHU�FRPPXQLW\�GHYHORSPHQW�LVVXHV�HPEUDFHG�E\�57&V�DQG��IRU�WKLVUHDVRQ��GLG�QRW�LQYLWH�&86&$/¶V�SDUWLFLSDWLRQ�LQ�WKH�WHQGHULQJ�SURFHVV�
*50�,QWHUQDWLRQDO� LV�DQ�$XVWUDOLDQ�SURMHFW�DQG�UHVRXUFH�PDQDJHPHQW�FRPSDQ\�ZLWKPRUH� WKDQ� WKLUW\� \HDUV� LQWHUQDWLRQDO� GHYHORSPHQW� H[SHULHQFH� LQ� VL[W\� FRXQWULHVWKURXJKRXW� $VLD�� WKH� 0LGGOH� (DVW�� 3DFLILF�� &HQWUDO� DQG� 6RXWK� $PHULFD� DQG� 6RXWK$IULFD�� ,W� ZDV� HVWDEOLVKHG� LQ� ����� WR� PDQDJH� DQG� GHYHORS� DJULFXOWXUDO� SURMHFWV� LQQRUWKHUQ�$XVWUDOLD��7KH�FRPSDQ\¶V�VWDWHG�SKLORVRSK\�LV�WKDW�IRU�DQ\�GHYHORSPHQW�WR�EHVXVWDLQDEOH�� SHRSOH� ZLWKLQ� WKH� FRPPXQLW\� PXVW� SDUWLFLSDWH� LQ� WKH� SODQQLQJ�LPSOHPHQWDWLRQ�DQG�PRQLWRULQJ�RI�D�SURMHFW�WKH\�µRZQ¶��*50�SURPRWHV�LWV�VHUYLFHV�DV



��

FRQVFLRXVO\� VSRQVRULQJ� FR�RZQHUVKLS� RI� SURMHFWV� E\� SDUWLFLSDQWV� DW� DOO� OHYHOV� DQGDFWLYHO\� HQFRXUDJLQJ� VWDNHKROGHUV� DQG� SURMHFW� EHQHILFLDULHV� WR� EH� LQYROYHG� LQ� WKHGHYHORSPHQW�SURFHVV��7KH�VLPLODULWLHV�ZLWK�&UHGLW&DUH¶V�PHWKRGRORJLHV�FDQ�EH�VHHQ�
7KH� PLQLVWHU� DQQRXQFHG� WKDW� EHWZHHQ� WZHOYH� DQG� ILIWHHQ� IXOO�WLPH� HTXLYDOHQW� ILHOGRIILFHUV�ZHUH�WR�EH�EDVHG�LQ�UXUDO�FHQWUHV�LQ�WKH�57&�1DWLRQDO�)LHOG�2IILFHU�1HWZRUN�SURYLGLQJ�VXSSRUW�IRU�FRPPXQLWLHV�LQ�HVWDEOLVKLQJ�DQG�PDLQWDLQLQJ�DQ�57&��3RVLWLRQVZHUH� DGYHUWLVHG� LQ� -DQXDU\� ����� DQG� WKH� QHWZRUN� EHFDPH� RSHUDWLRQDO� VRRQ� DIWHU�&RPPXQLWLHV� ZHUH� IUHH� WR� DSSURDFK� RWKHU� EURNHUV�� LQFOXGLQJ� &UHGLW&DUH�� DQG� WKHJRYHUQPHQW� XQGHUWRRN�� LQ� FHUWDLQ� FLUFXPVWDQFHV�� WR� GLUHFWO\� IXQG� FRPPXQLWLHV� WRHQJDJH�H[SHUWV�WR�SUHSDUH�D�EXVLQHVV�SODQ� ��
)ROORZLQJ� D� QDWLRQZLGH� UHFUXLWLQJ� GULYH�� *50� UHFHLYHG� ���� DSSOLFDWLRQV� IRU� ILHOGRIILFHU� SRVLWLRQV� DQG� PDGH� DSSUR[LPDWHO\� IRXUWHHQ� DSSRLQWPHQWV�� 7KH� EULHI� IRU� WKH1DWLRQDO� )LHOG� 2IILFHU� 1HWZRUN�� ZKLFK� ZDV� FRQWUDFWHG� WR� VXSSRUW� DQG� PHQWRU� WKHGHYHORSPHQW�DQG�RSHUDWLRQ�RI�57&V�DW�HYHU\�VWDJH��ZDV�UHPLQLVFHQW�RI�D�&UHGLW&DUHPDQXDO�

x SURPRWH� WKH�57&�SURJUDP� WR� LQGLYLGXDO� FRPPXQLWLHV�� FRXQFLOV� DQG� UHJLRQDORUJDQLVDWLRQV�
x DVVLVW�FRPPXQLWLHV�WR�JDLQ�D�FOHDU�XQGHUVWDQGLQJ�RI� WKH�LVVXHV�IDFLQJ� WKHP�LQUHODWLRQ� WR� 57&V�� SDUWLFXODUO\� VR� WKH� FRPPXQLW\� XQGHUVWDQGV� WKHUHVSRQVLELOLWLHV�RI�UXQQLQJ�DQ�57&�
x SURYLGH� HQFRXUDJHPHQW� DQG� VXSSRUW� IRU� FRPPXQLWLHV� ZLVKLQJ� WR� HVWDEOLVK57&V�
x KHOS�FRPPXQLWLHV�RUJDQLVH�PHHWLQJV�WR�FDQYDVV�WKH�PRVW�VXLWDEOH�ORFDWLRQ��WKHW\SH� RI� VHUYLFHV� DQG� WKH� OHYHO� RI� VXSSRUW� IRU� DGGLWLRQDO� VHUYLFHV� WKURXJK� DQ57&�
x IDFLOLWDWH� WKH� GHYHORSPHQW� RI� LQGLYLGXDO� EXVLQHVV� SODQV� LQ� FRQVXOWDWLRQ� ZLWKFRPPXQLWLHV�

�� 6HQDWRU�,DQ�0DFGRQDOG��0HGLD�5HOHDVH�����)HEUXDU\������



��

x SURYLGH�IDFH�WR�IDFH�LQIRUPDWLRQ�RQ�KRZ�FRPPXQLWLHV�FRXOG�GHYHORS�WKHLU�RZQ57&�� SDUWLFXODUO\� LQ� WHUPV� RI� LPSOHPHQWLQJ� EXVLQHVV� SODQV� DQG� GHYHORSLQJPDUNHWLQJ�DQG�SURPRWLRQDO�DFWLYLWLHV�
x IDFLOLWDWH�VHUYLFH�DJUHHPHQWV�ZLWK�SURVSHFWLYH�VHUYLFH�SURYLGHUV�
x SURYLGH� RQ�JRLQJ� RSHUDWLRQDO� DQG� PDQDJHPHQW� VXSSRUW� IRU� 57&V�� LQFOXGLQJDUUDQJLQJ�DFFHVV�WR�DSSURSULDWH�SURIHVVLRQDO�DQG�WHFKQLFDO�DGYLFH�LI�UHTXLUHG�
x FUHDWH�QHWZRUNV�RI�57&�FRPPXQLWLHV��GLVWULFWV�DQG�UHJLRQV�
x XQGHUWDNH�UHJXODU�YLVLWV�WR�RSHQHG�57&V�IRU�IHHGEDFN�DQG�VXSSRUW��DQG
x ZRUN� DW� LQGLYLGXDO� ORFDO� DQG� UHJLRQDO� JURXS� OHYHO� ZLWK� RWKHU� VWDWH�IHGHUDOERGLHV� SURYLGLQJ� DVVLVWDQFH� SURJUDPV� WR� UHJLRQDO� DQG� UXUDO� $XVWUDOLD�� H�J�UHOHYDQW� VWDWH� JRYHUQPHQW� DFWLYLWLHV� VXFK� DV� WKH� :$� 7HOHFHQWUH� 1HWZRUN�4XHHQVODQG� *RYHUQPHQW� $JHQF\� 3URJUDP� DQG� WKH� 1HZ� 6RXWK� :DOHV*RYHUQPHQW� &RPPXQLW\� 7HFKQRORJ\� &HQWUHV� �&7&�� LQLWLDWLYH� DQGFRPPXQLW\�EDVHG�RUJDQLVDWLRQV�VXFK�DV�$UHD�&RQVXOWDWLYH�&RPPLWWHHV�

*50� ILHOG� RIILFHUV� ZHUH� EULHIHG� LQ� &DQEHUUD� DQG� PHHWLQJV� ZHUH� KHOG� LQYROYLQJUHSUHVHQWDWLYHV� IURP� &HQWUH/LQN�� WKH� +HDOWK� DQG� ,QVXUDQFH� &RPPLVVLRQ�� WKH'HSDUWPHQW� RI� (PSOR\PHQW�� :RUNSODFH� 5HODWLRQV� DQG� 6PDOO� %XVLQHVV�� WKH'HSDUWPHQW�RI�&RPPXQLFDWLRQV��,QIRUPDWLRQ�7HFKQRORJ\�DQG�$UWV��$XVWUDOLD�3RVW�DQGWKH� $UHD� &RQVXOWDWLYH� &RPPLWWHH�� :RUNLQJ� IURP� KRPH�� *50� ILHOG� ZRUNHUV� ZHUHEDVHG�LQ�
4XHHQVODQG 0DFND\��7RRZRRPED��&DLUQV1HZ�6RXWK�:DOHV 7DWKUD��$UPLGDOH�DQG�DQRWKHU�LQ�&HQWUDO�1HZ�6RXWK�:DOHV9LFWRULD %DLUQVGDOH��%HQGLJR6RXWK�$XVWUDOLD 0W�*DPELD��:DGLQQD1RUWKHUQ�7HUULWRU\ 'DUZLQ��7HQQDQW�&UHHN:HVWHUQ�$XVWUDOLD %XQEXU\7DVPDQLD 0HDQGD
)LHOG�RIILFHUV¶�DFWLYLWLHV�ZHUH�QRW�FRQILQHG�WR�VWDWH�ERUGHUV��H[WHQGLQJ�WR�ZKDWHYHU�ZDVUHOHYDQW�WR�D�WRZQ¶V�QHHGV�ZLWK�UHJDUG�WR�FRPPRQZHDOWK�VHUYLFHV�DQG��ZKHUH�SRVVLEOH�VWDWH� DQG� SURIHVVLRQDO� VHUYLFHV�� 7KH� ILUVW� WDVN� RI� *50� RIILFHUV� ZDV� WR� YLVLW� WRZQVZKHUH� DQ�57&�SURFHVV�ZDV� XQGHU�ZD\� DQG� µUDLVH� DZDUHQHVV¶� RI� WKH� SURJUDP�� 7KHQ



��

WKH\� ZHUH� WR� DVVLVW� FRPPXQLWLHV� ZLWK� EXVLQHVV� SODQV� �ZKHUH� WKHVH� ZHUH� QRWGHYHORSHG���DVVLVW�ZLWK�57&�GHYHORSPHQW�DQG�IROORZ�XS��UHVROYH�RXWVWDQGLQJ� LVVXHV�GR� µOHJ� ZRUN¶� LQ� EURNHULQJ� SDUWQHUVKLSV� DQG�� JHQHUDOO\�� H[SHGLWH� WKH� SURFHVV�)DYRXUDEOH�FRPSDULVRQV�ZLWK�&UHGLW&DUH¶V�DSSURDFK�DUH�REYLRXV�
%\�)HEUXDU\������PRUH�WKDQ�����FRPPXQLWLHV�ZHUH� LQYROYHG�QDWLRQDOO\� LQ� WKH�57&SURJUDP��EXW�VWLOO�RQO\�QLQHWHHQ�ZHUH�IXOO\�RSHUDWLRQDO�
4XHHQVODQG $UDPDF��%HOO��%ODFNEXWW��&URZV�1HVW��.DOEDU��:DOOXPELOOD�<XOHED�1HZ�6RXWK�:DOHV %RPEDOD��&RRQDEDUDEUDQ��(XJRZUD��*UHVIRUG�*XODUJDPERQH��*X\UD��+DOOLGD\¶V�3RLQW��8UDQD�9LFWRULD :HOVKSRRO�6RXWK�$XVWUDOLD 3RUW�%URXJKWRQ�7DVPDQLD 6W�0DU\¶V�:HVWHUQ�$XVWUDOLD .RMRQXS�
7KHUH� KDG� EHHQ� HLJKW� IXQGLQJ� URXQGV� IRU�57&�EXVLQHVV� SODQQLQJ� DSSOLFDWLRQV��ZLWKDSSUR[LPDWHO\� ���� FRPPXQLWLHV� VXFFHVVIXO�� $W� D� VLPLODU� MXQFWXUH� LQ� &UHGLW&DUH¶VKLVWRU\�� PRUH� WKDQ� WZHQW\� FUHGLW� XQLRQ� EUDQFKHV� RU� DJHQFLHV� ZHUH� IXQFWLRQLQJ�&RPSDUDWLYH�SURJUDP�FRVWV�DUH�XQNQRZQ�EXW�LW�VHHPV�UHDVRQDEOH�WR�FRQMHFWXUH�RQ�WKHEDVLV� RI� UHODWLYH� EXGJHWV� WKDW� &UHGLW&DUH� PD\� KDYH� HQMR\HG� FRVW�EHQHILWV�� 1RFRPSUHKHQVLYH�HYDOXDWLRQ�RI�WKH�57&�SURJUDP�H[LVWV�DW�WLPH�RI�ZULWLQJ��KRZHYHU��DQGDQ\� FRPSDULVRQ� ZLWK� &UHGLW&DUH� EDVHG� RQ� FRVWV�� OHYHOV� RI� VXFFHVV� RU� SDWWHUQV� RIYLDELOLW\� ZRXOG� QHHG� WR� EH� FRQVWUXFWHG� YHU\� FDUHIXOO\� EHIRUH� DQ\� ILUP� FRQFOXVLRQVFRXOG�EH�GUDZQ��&OHDUO\��WKH�VFRSH�RI� WKH�WZR�SURJUDPV�GLIIHUHG�VLJQLILFDQWO\��57&VJRLQJ� IDU� EH\RQG� D� IHDVLELOLW\� DVVHVVPHQW� VWDJH�� IRU� LQVWDQFH�� ,Q� DGGLWLRQ�� WKHSURJUDPV¶�GHYHORSPHQWDO�VWUDWHJLHV�GLIIHUHG�PDUNHGO\��57&V�QRW�LQLWLDOO\�LQYROYLQJ�DGHVLJQDWHG� ILHOG� RIILFHU� QHWZRUN��ZKHUHDV� &UHGLW&DUH�� IURP� WKH� RXWVHW�� LQFRUSRUDWHGRQH��6XFK�GLIIHUHQFHV�ZRXOG�QHHG�WR�EH�WDNHQ�LQWR�DFFRXQW�LQ�PHDVXULQJ�FRPSDUDWLYHRXWFRPHV��2XU�SXUSRVH�KHUH�LV�VLPSO\�WR�SRLQW�RXW�WR�UHDGHUV�LQWHUHVWHG�LQ�FRPPXQLW\HFRQRPLF� GHYHORSPHQW� WKDW� GLIIHUHQFHV� H[LVWHG� LQ� WKH� PRGHOV�� ZLWK� FHUWDLQFRQVHTXHQFHV�
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%\� QRZ�� D� SHUFHSWLRQ� KDG� DULVHQ� LQ� VHFWLRQV� RI� WKH� JRYHUQPHQW� WKDW� LW� KDG� EHHQ� DPLVWDNH�WR�GLVSHQVH�ZLWK�&UHGLW&DUH¶V�H[SHUW�WHDP�RI�ILHOG�RIILFHUV��7KH�DSSDUHQW�ODFNRI� UHVSHFW� VKRZQ� E\� WKH� JRYHUQPHQW� IRU� &UHGLW&DUH¶V� H[SHULHQFH� DOVR� GLVDSSRLQWHGPDQ\�DVVRFLDWHG�ZLWK�WKH�VFKHPH��LQFOXGLQJ�WRZQVIRON��DQG�VRPH�REVHUYHUV�UHPDLQHGFRQYLQFHG�WKDW�WKH�µJRYHUQPHQW�DWWDFKHG¶�QDWXUH�RI�WKH�57&�SURJUDP�ZDV��SRWHQWLDOO\�D�IDWDO�IODZ���
$W� WLPH� RI� ZULWLQJ�� DSSUR[LPDWHO\� WZHQW\�ILYH� 57&V� ZHUH� RSHUDWLRQDO� WKURXJKRXW$XVWUDOLD��&ULWLFV� FRQWLQXHG� WR� GLVFRXQW� WKH� SURJUDP� DV� D� IDLOXUH�� EXW� QR� FRQFOXVLYHHYLGHQFH�H[LVWHG�WR�FRQILUP�VXFK�D�YLHZ��ZKLFK�FDQ�RQO\�EH�GHVFULEHG�DV�SUHPDWXUH�&HUWDLQO\�WKH�SURJUDP¶V�ILUVW�WZR�\HDUV�ZHUH�V\PSWRPDWLF�RI�WKH�DEVHQFH�RI�D�VNLOOHGGHYHORSPHQW�DSSURDFK��VXFK�DV�&UHGLW&DUH�KDG�LQWURGXFHG��1HYHUWKHOHVV��LW�LV�DOVR�WUXHWKDW� WKH� 57&� SURJUDP� ZDV� DGDSWHG� WR� LQFOXGH� LGHDV� DQG� PHWKRGRORJLHV� VLPLODU� WRWKRVH� VXJJHVWHG� HDUOLHU� E\�&UHGLW&DUH� RIILFHUV� DQG� EHWWHU� VXLWHG� WR� UHDFK� WDUJHWV� DQGDQVZHU�FULWLFV��7KH�VORZ�UROO�RXW�DQG�VKHHU�FRPSOH[LW\�RI� WKH�SURJUDP��KRZHYHU��GLGKDYH� SRWHQWLDO� WR� EHFRPH� D� SROLWLFDO� HPEDUUDVVPHQW� LQ� D� IHGHUDO� HOHFWLRQ� \HDU�� )RUH[DPSOH�� D�GLVSXWH� LQ� WKH�QRUWK�HDVWHUQ�9LFWRULDQ�ERUGHU� WRZQ�RI� %HQGRF�ZDV�JLYHQH[WHQVLYH�PHGLD�FRYHUDJH��7KHUH��WKH�FRPPXQLW\�ZDV�ELWWHUO\�GLYLGHG�RYHU�WKH�ZD\�LQZKLFK�WKH�JRYHUQPHQW�DQG�VRPH�FRPPXQLW\�OHDGHUV�KDG�DOOHJHGO\�IDLOHG�WR�HQJDJH�LQSURSHU�FRQVXOWDWLRQ�LQ�UHVSHFW�RI�D�VXFFHVVIXO�57&�DSSOLFDWLRQ��UDPPLQJ�WKH�SURFHVVWKURXJK��$OWKRXJK� WKH�GLVSXWH�ZDV� VXEVHTXHQWO\� UHVROYHG�DPLFDEO\�� LW�ZDV� SUHFLVHO\WKLV� NLQG� RI� PLVXQGHUVWDQGLQJ� DQG� PHGLD� DWWHQWLRQ� ZKLFK� WKH� SDWLHQW�� SDLQVWDNLQJ�FRQVXOWDWLYH�&UHGLW&DUH�PHWKRGRORJ\�KDG�VRXJKW�WR�DYRLG���

�� 'LVFXVVLRQV�0DUJDUHW�/HVWHU�DQG�0DUN�*HQRYHVH��� :HHNHQG�$XVWUDOLDQ ������0D\�������:KLOH�WKHUH�ZHUH�HDUO\�FRQFHUQV�WKDW�WKH�%HQGRF�FRPPXQLW\KDG�QRW�EHHQ�IXOO\�FRQVXOWHG�SULRU�WR�WKH�DSSURYDO�RI�WKH�JUDQW��WKHVH�FRQFHUQV�ZHUH�VXEVHTXHQWO\UHVROYHG�DQG�D�UHSUHVHQWDWLYH�VWHHULQJ�FRPPLWWHH�IRUPHG�WR�JXLGH�GHYHORSPHQW�RI�WKH�57&�&RUUHVSRQGHQFH�/LQGD�+ROXE��'2756��2FWREHU������
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��� 1HZ�6RXWK�:DOHV�DQG�WKH�57&�3URJUDP
7KH�1HZ�6RXWK�:DOHV�*RYHUQPHQW��PHDQZKLOH��SURJUHVVHG� WKDW�6WDWH¶V�&RPPXQLW\7HFKQRORJ\� &HQWUHV� �&7&�� 3URJUDP�� ZKLFK� LV� DOVR� D� MRLQW� LQLWLDWLYH� ZLWK� WKH&RPPRQZHDOWK��7KH�&7&�SURJUDP�ZDV� GHVLJQHG� WR� DVVLVW�1HZ�6RXWK�:DOHV¶� UXUDOFRPPXQLWLHV�ZLWK�WKH�SURYLVLRQ�RI�LQIRUPDWLRQ�WHFKQRORJ\�IDFLOLWLHV�DQG�LQ�LQFUHDVLQJWKHLU� DZDUHQHVV� DQG� NQRZOHGJH� RI� LQIRUPDWLRQ� WHFKQRORJ\�� ,Q� SURPRWLQJ� WKH� &7&VFKHPH�� WKH� JRYHUQPHQW� JORZLQJO\� HPSKDVLVHG� KRZ� &UHGLW&DUH� KDG� DVVLVWHG� ZLWK57&� 3URMHFW� $VVLVWDQFH� *UDQWV� LQ� (XJRZUD�� *UHVIRUG� DQG� 8UDQD� DQG� KRZ� ILIWHHQJUDQWV�KDG�EHHQ�DSSURYHG�IRU�1HZ�6RXWK�:DOHV�57&�IHDVLELOLW\�VWXGLHV��PRVW�RI�WKHVH&UHGLW&DUH�DVVLVWHG�
x %XODKGHODK��+XQWHU�5HJLRQ�
x $UGOHWKDQ��&RRODPRQ�DQG*DQPDLQ�FRPELQHG���5LYHULQD�$UHD�
x 0HQGRRUDQ��8SSHU�+XQWHU�
x 0DWKRXUD��6RXWK�:HVW�16:�
x %XQGDUUD��1RUWKHUQ�7DEOHODQGV�
x *XQQLQJ��6RXWK�:HVW�6ORSHV�
x *XODUJDPERQH��1RUWK�:HVW�6ORSHV�
x :HQWZRUWK��6RXWK�:HVW�16:�

x %HOOEURRN��.HPSVH\�6KLUH�
x +LOOVWRQ��&DUUDWKRRO�6KLUH�
x 7RRUDZHHQDK��*LOJDQGUD�6KLUH�
x %XQJHQGRUH�DQG�&DSWDLQV�)ODW�<DUUDOXPOD�6KLUH�
x :HUULV�&UHHN��1RUWK�&RDVW�
x 7XPEDUXPED��6RXWKHUQ�7DEOHODQGV�
x 'HOHJDWH��6RXWKHUQ�7DEOHODQGV�

1RWZLWKVWDQGLQJ� WKHVH� 1HZ� 6RXWK�:DOHV¶� VXFFHVVHV�� LW� UHPDLQHG� WKH� JRYHUQPHQW¶VYLHZ�WKDW� WHFKQRORJ\�FHQWUHV��DORQH��ZHUH�DQ� LQDGHTXDWH� UHVSRQVH� WR�FXUUHQW�EDQNLQJSUDFWLFHV� LQ� UXUDO� DQG� UHJLRQDO� DUHDV�� $� PRUH� DSSURSULDWH� UHVSRQVH� ZDV� WR� UHTXLUHEDQNV� WR� PDLQWDLQ� VHUYLFH� OHYHOV� DQG� WR� DGRSW� D� µFRQVFLHQFH¶� SROLF\� IRU� WKHGLVDGYDQWDJHG�



$
7KH� VKRGHYHORSORFDO� JRXQNQRZVHUYLFHVLQ� UHJLRDQG�ERUUWR� FUHDWHFUHGLW�XQDQG� FUHPHPEHUXS�WR���LQVWLJDWHDWWUDFWLQQRWHZRURU� DJHQSURJUDPVHUYLFHVFODLPV�DPDGH� DFRQILGHQORFDO� SDDWWUDFWLQ
&UHGLW&LQLWLDWLYDGYDQFHFUHGLW�XQILUVW�JUR
�� 'LVFXVV

&

��

1$/<6,6��7+(�&5(',7&$5(�(;3(5,(1&(
UW�OLYHG� &UHGLW&DUH� SURJUDP� DFKLHYHG� LPSUHVVLYH� UHVXOWV� LQ� UXUDO� HFRQRPLFPHQW� IRU� D� VPDOO� RXWOD\� RI� DSSUR[LPDWHO\� ���PLOOLRQ� �LQ� DGGLWLRQ� WR� VPDOOHUYHUQPHQW� DQG� RWKHU� FRPPXQLW\� FRQWULEXWLRQV�� IRU� ZKLFK� WKH� ILJXUH� LVQ���,Q�LWV�PRVW�EDVLF�H[SUHVVLRQ��&UHGLW&DUH�VROYHG�WKH�SUREOHP�RI�QR�ILQDQFLDO�LQ�µQR�EDQN¶�WRZQV�DQG�GHPRQVWUDWHG�KRZ�YDOXDEOH�EXVLQHVV�FRXOG�EH�IRXQGQDO�$XVWUDOLD� GHVSLWH� D� W\SLFDO� LQHUWLD� H[SHULHQFHG� E\�PDQ\� DFFRXQW� KROGHUVRZHUV�ZKR�ZHUH�UHOXFWDQW�WR�FKDQJH�ILQDQFLDO�LQVWLWXWLRQV��&UHGLW&DUH�KHOSHG� DOPRVW� VL[W\� ILQDQFLDO� DQG�RWKHU� VHUYLFHV�GHOLYHU\� LQVWLWXWLRQV� LQ� WKLUW\�IRXULRQ�EUDQFKHV�DQG�WZHQW\�ILYH�DJHQFLHV��VHUYLQJ�DSSUR[LPDWHO\��������SHRSOHDWLQJ� HLJKW\� QHZ� MREV�� 7KH� FUHGLW� XQLRQ� PRYHPHQW� JDLQHG� ������� QHZV��D�KLJK�DYHUDJH�SHQHWUDWLRQ�UDWH�RI�QHDUO\����SHU�FHQW��,Q�VRPH�FRPPXQLWLHV�SHU�FHQW�RI�WKH�SRSXODWLRQ�MRLQHG�WKH�FUHGLW�XQLRQ��7DNHQ�WRJHWKHU��&UHGLW&DUHG� LQVWLWXWLRQV� DPRXQWHG� WR� D� FUHGLW� XQLRQ� RI� PHGLXP�VL]HG� SURSRUWLRQV�J� RYHU� ������ PLOOLRQ� LQ� RXWVWDQGLQJ� ORDQV� DQG� ���� PLOOLRQ� LQ� GHSRVLWV�� DWK\�DFKLHYHPHQW�FRQVLGHULQJ� WKH�VPDOO�SRSXODWLRQV�RI� WRZQV�ZKHUH�EUDQFKHVFLHV� RSHQHG�� 7KURXJK� &UHGLW&DUH� DQG� &UHGLW&DUH¶V� ZRUN� ZLWK� WKH� 57&�� PDQ\� LVRODWHG� UXUDO� FRPPXQLWLHV� UHJDLQHG� DFFHVV� WR� ILQDQFLDO� DQG� RWKHU�RU�FDPH�WR�HQMR\�WKH�EHQHILWV�RI�DJJUHJDWHG�VHUYLFHV�IRU�WKH�ILUVW�WLPH��:KLOHUH�GLIILFXOW�WR�TXDQWLI\��LW�VHHPV�UHDVRQDEOH�WR�VD\�WKDW�&UHGLW&DUH�LQVWLWXWLRQV� UHDO� GLIIHUHQFH� WR� WRZQV�� GHOLYHULQJ� SRVLWLYH� VSLQ� RII� HIIHFWV�� ERRVWLQJFH�� LQFUHDVLQJ� HFRQRPLF� DFWLYLW\�� UHWDLQLQJ� PRQH\�� UHPRYLQJ� DQRPDOLHV� LQ\PHQWV� V\VWHPV�� VWLPXODWLQJ� QHZ� EXVLQHVVHV� DQG� UHODWHG� EXVLQHVVHV� DQGJ�QHZ�VHUYLFHV���)RU�IXUWKHU�GLVFXVVLRQ�RI�WKLV�SRLQW��VHH�SS������������
DUH� IORXULVKHG� DIWHU� ����� ZKHQ� WKH� FRPPRQZHDOWK� DQG� &86&$/� MRLQWH� SDUWQHUV�� DLGHG� E\� ORFDO� DQG� VWDWH� JRYHUQPHQWV� DQG� E\� FRPPXQLW\PHQW�� SURIHVVLRQDO� DQG� HPSOR\HU� JURXSV�� VDZ� PXWXDO� EHQHILW� LQ� DSSO\LQJLRQ�VROXWLRQV�WR�UXUDO�ILQDQFLDO�VHUYLFHV¶�SUREOHPV�LQ�WRZQV��,Q�WKH�SURJUDP¶VZWK�SKDVH�������WR�������FRPPXQLWLHV�FKRVH�FUHGLW�XQLRQV�EHFDXVH�WKH\�ZHUH
LRQ�0DUN�*HQRYHVH�
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WKH�RQO\ FKRLFH��7KLV�ZDV�HQWLUHO\�FRQVLVWHQW�ZLWK�FR�RSHUDWLYHV¶�KLVWRU\� LQ�$XVWUDOLDZKHUH� FR�RSHUDWLYHV�� JHQHUDOO\�� KDYH� EHHQ� VHOHFWHG� ZKHUH� QR� RWKHU� VHQVLEOH� FKRLFHH[LVWV�
7KH� SURJUDP� DPSO\� GHPRQVWUDWHG� WKH� FDSDFLW\� RI� VPDOO� UXUDO� FRPPXQLWLHV� IRUVXFFHVVIXO� HFRQRPLF� GHYHORSPHQW� WKURXJK� µJUDVV� URRWV¶� DFWLRQ� ZKHUH� D� VXLWDEOHPHWKRGRORJ\�� WUDLQHG� IDFLOLWDWRUV�� LQWHOOLJHQWO\� WDUJHWHG� IXQGLQJ� DQG� UHOHYDQWFRPPXQLW\�UHVRXUFHV�H[LVWHG��LQFOXGLQJ�
x FRKHVLYH�FRPPXQLW\�VSLULW�
x FRPPXQLW\�SULGH�
x SURYHQ�UHFRUG�RI�DFKLHYHPHQW�
x SRVLWLYH�HFRQRPLF�RXWORRN�
x EDODQFHG�GHPRJUDSKLF�SURILOH�
x D�µFDQ�GR¶�DWWLWXGH�
x JRRG�FRPPXQLFDWLRQ�
x VXSSRUWLYH�ORFDO�FRXQFLO�

x JLIWHG�FRPPXQLW\�OHDGHUV�
x GHVLUH�WR�FRQWURO�RQH¶V�RZQ�GHVWLQ\�
x DQ�DELOLW\�WR�LQYROYH�SHRSOH�
x DQ�HWKRV�RI�VHOI�KHOS�
x D�FRQILGHQFH�LQ�DWWUDFWLQJ�DVVLVWDQFH�
x D�SURYHQ�UHFRUG��DQG
x DQ�DSSUHFLDWLRQ�RI�WKH�SDVW�

&UHGLW&DUH� LOOXVWUDWHG� WKH� YDOXDEOH� UROH� FR�RSHUDWLYHV� DQG� PXWXDOV� FDQ� SOD\� LQUHYLWDOLVLQJ�FRPPXQLWLHV�DV�DQ�DOWHUQDWLYH�WR�µWRS�GRZQ¶�SURJUDPV��IXQFWLRQLQJ�DV�DQLQGHSHQGHQW� EURNHU�� D� µVRFLDO� HQWUHSUHQHXU¶�� DW� DUP¶V� OHQJWK� IURP� JRYHUQPHQW�8QGHUVWDQGLQJ�WKDW�QR�WZR�FRPPXQLWLHV�KDG�LGHQWLFDO�QHHGV�DQG�QRQH�ZDV�VWDWLF��DQGWKDW�D�VWDQGDUG�PRGHO�UHOHYDQW�LQ�RQH�SODFH�FRXOG�EH�LUUHOHYDQW�HOVHZKHUH��RU�DW�DQRWKHUWLPH�� &UHGLW&DUH¶V� FRPPXQLW\�FHQWUHG�� FRQVXOWDWLYH� PHWKRGRORJ\� VSRNH� WR� DFRPPXQLW\¶V�QHHG�IRU�D� µYRLFH¶��7KLV�ZDV�DV�SULPDU\�D�QHHG�DV� ILQDQFLDO�VHUYLFHV� LQWRZQV�ZKRVH�FXOWXUDO�DQG�HFRQRPLF�IDEULFV�KDG�EHHQ�WRUQ�E\�XQFRQWUROODEOH�H[WHUQDOIRUFHV� ±� DQG� ILHOG� RIILFHUV� TXLFNO\� OHDUQHG� WKLV�� 7KHLU� VXFFHVVIXO� VWRU\� FRQILUPV� WKHYDOXH� RI� H[SHULHQFHG� ILHOG� VWDII� ZKR�� ZKLOH� DWWXQHG� WR� D� FR�RSHUDWLYH� GHYHORSPHQWPRGHO��XQGHUVWDQG�WKDW�FRPPXQLW\�QHHG�PD\�EH�PRUH�FRPSOH[�WKDQ�WKH�FDSDFLW\�RI�DFR�RSHUDWLYH�HQWLW\��DV�GHILQHG�LQ�$XVWUDOLDQ�ODZ��WR�VDWLVI\�WKLV��,W�VKRZV�WKH�YDOXH�RIDGDSWLQJ� D� GHYHORSPHQW� PRGHO� WR� LQFOXGH� RUJDQLVDWLRQDO� IRUPV� ZKLFK�� ZKLOH� QRWQHFHVVDULO\� FR�RSHUDWLYH� LQ� VWUXFWXUH�� HYROYH� WKURXJK� D� FR�RSHUDWLYH� SURFHVV� DQG� DUHFRQVWUXFWHG�RQ�VHOI�KHOS�SULQFLSOHV�
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&UHGLW&DUH� VKRZHG� KRZ� FRPPXQLWLHV� VROYH� SUREOHPV� DWWHQGLQJ� UDGLFDO� HFRQRPLFUHIRUP��QRW�EHFDXVH�µVDOHVPHQ¶�RI�DOWHUQDWLYH�VWUXFWXUHV�SHUVXDGH�WKHP�WR�D�EHOLHI�LQ�DSDUWLFXODU�PRGHO��EXW�EHFDXVH�D�IDFLOLWDWLYH�GHYHORSPHQW�SURFHVV�HQDEOHV�FRPPXQLWLHVWR� EHOLHYH� LQ� WKHPVHOYHV�� 7KDW� &UHGLW&DUH� ZDV� WKHUH� WR� KHOS� ZKHQ� EDQNV� IOHG�� E\LQWURGXFLQJ�VHOI�KHOS�PHWKRGV�DQG�IRUJLQJ�UHODWLRQVKLSV�ZLWK�µKRVWV¶��DSSHDUV�WR�KDYHEHHQ�PRUH� LPSRUWDQW� WR�FRPPXQLWLHV� WKDQ� WKH� LQVWLWXWLRQDO� µVFDIIROGLQJ¶�XSRQ�ZKLFKUHVSRQVHV�ZHUH� HUHFWHG�� 6LPLODUO\�� WRZQVSHRSOH� DSSHDU� WR� KDYH� EHHQ� OHVV� FRQFHUQHGZLWK�GHPRFUDWLF�ULJKWV�FRQIHUUHG�E\�FUHGLW�XQLRQ�PHPEHUVKLS�WKDQ�ZLWK�&UHGLW&DUH¶VDELOLW\�WR�IRUJH�QHZ�SDUWQHUVKLSV�DQG�VROYH�LPPHGLDWH�SUREOHPV��$Q�LQVWLWXWLRQ�FDPHWR�WRZQ�RQO\�DIWHU�&UHGLW&DUH�GHPRQVWUDWHG�FRQFOXVLYHO\� WR�SURVSHFWLYH�SDUWQHUV�WKDWVXIILFLHQW�EXVLQHVV�H[LVWHG�WR�PDNH�WKLV�YLDEOH��QRW�RXW�RI�VRPH�LQWULQVLF�GHVLUH�RI�FR�RSHUDWLYHV�WR�GR�µJRRG�GHHGV¶�RU�D�ORQJLQJ�IRU�FR�RSHUDWLRQ��DV�VXFK��+DYLQJ�VDLG�WKDW�WKH�LPSRUWDQFH�RI�PDWFKLQJ�FUHGLW�XQLRQV�ZLWK�FRPPXQLW\�DVSLUDWLRQV��DV�&UHGLW&DUHGLG�LQ� LWV�ILUVW�JURZWK�SKDVH��VKRXOG�QRW�EH�GLVUHJDUGHG��8QOLNH�PDQ\�SURILW�RULHQWHGEXVLQHVV� IRUPV�� FUHGLW� XQLRQV� RIIHUHG� DW� OHDVW� SRWHQWLDO IRU� GHPRFUDWLF� SDUWLFLSDWLRQ�DOEHLW� FRQVXPPDWHG� PRUH� LQ� WKH� EUHDFK� WKDQ� LQ� WKH� REVHUYDWLRQ�� 7KDW� WKLV� ZDVXQGHUYDOXHG�LQ�QR�ZD\�PDNHV�LW�OHVV�UHDO�
7KH� &UHGLW&DUH� H[SHULHQFH� DFWXDOO\� WHOOV� XV� YHU\� OLWWOH� DERXW� ZKHWKHU� RU� ZK\� FR�RSHUDWLYH�VWUXFWXUH�ZDV�D�SUHIHUUHG�RSWLRQ��EXW�LV�HORTXHQW�RQ�FUHGLW�XQLRQ�µVHOI�KHOS¶SKLORVRSK\�� FRQVLVWHQW� ZLWK� D� WUDGLWLRQDO� FKDUWHU� RI� VHUYLFH� DQG� WKH� JXDUDQWHHLQJ� RIHTXLWDEOH� DFFHVV� WR� ILQDQFLDO� VHUYLFHV�� &UHGLW&DUH� ZDV� ILUVW� DQG� IRUHPRVW� DERXWHQDEOLQJ FRPPXQLWLHV�WR�RYHUFRPH�SUREOHPV�DQG�EXLOGLQJ�LQQRYDWLYH�UHODWLRQVKLSV�WRSHUPLW� WKLV�� 7KH� SURJUDP� LV� EHWWHU� XQGHUVWRRG� DV� DQ� HQDEOLQJ� SURFHVV� WKDQ� LW� LV� E\REMHFWLI\LQJ� VWUXFWXUHV� WR� FRPSDUH� DQG� FRQWUDVW� WKHP� LQ� VHHNLQJ� WR�PHDVXUH� UHODWLYHPHULWV�RU�OLNHOLKRRG�WR�SHUIRUP���OLNH�ZKLWH�JRRGV��&UHGLW&DUH�UHPLQGV�XV�WKDW�ZKHQ�LWFRPHV� WR� EXVLQHVV� VWUXFWXUHV�� SKLORVRSK\� LV� RIWHQ�PRUH� HQGXULQJ� WKDQ� IRUP��:KHUHUXUDO�FRPPXQLWLHV�KDYH�FKRLFH��WKH�&UHGLW&DUH�H[SHULHQFH�VXJJHVWV�WKH\�ZLOO�VXSSRUWDQ�LQVWLWXWLRQ�QRW�EHFDXVH�RI�LWV�VWUXFWXUH��ZKHWKHU�µIRU�SURILW¶��µQRW�IRU�SURILW¶��SURILWVKDUH� RU� VRPH� RWKHU� K\EULG�� EXW� EHFDXVH� WKH� LQVWLWXWLRQ� FDQ� GHPRQVWUDWH� YLDELOLW\�UHLQIRUFH�FXOWXUDO�QRUPV�DQG�SURYLGH� VHUYLFHV� UHOHYDQW� WR� ORFDO�QHHGV�DQG�FDSDFLWLHV�$Q�LQVWLWXWLRQ�PD\�EH�LQFOLQHG�WR�VWD\�LQ�D�FRPPXQLW\�VR�ORQJ�DV�WKHVH�FULWHULD�DUH�PHW�7KH�&UHGLW&DUH�SURJUDP�RIIHUHG�µQR�EDQN¶�WRZQV�DQ�DFWLRQ�SODQ�EOHQGLQJ VHOI�LQWHUHVW
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ZLWK�D�FRQFHUQ�IRU�WKH�FRPPXQLW\¶V�JUHDWHU�JRRG�DQG��DV�VXFK��FRFNHG�D�VQRRS�ERWK�DWHFRQRPLF�UDWLRQDOLVP�DQG�WKH�EDQNV��&RPPXQLWLHV�IRXJKW�EDFN�
:KLOH�WKH�&UHGLW&DUH�H[SHULHQFH�SURYLGHV�OLWWOH�HYLGHQFH�RI�FR�RSHUDWLRQ�EHWZHHQ�FR�RSHUDWLYHV��WKH�SURJUDP�ZDV�LQ�WKH�EURDGHVW�VHQVH�D�PRGHO�RI�FR�RSHUDWLRQ�LQYROYLQJGHPRFUDWLF� LQVWLWXWLRQV� FRQFHUQHG� ZLWK� UXUDO� HFRQRPLF� GHYHORSPHQW�� $OO� RI� WKHSULPDU\�VWDNHKROGHUV�ZHUH�µQRW�IRU�SURILW¶�RUJDQLVDWLRQV�DQVZHUDEOH� WR�FRQVWLWXHQFLHVRQ�D�RQH�SHUVRQ�RQH�YRWH�EDVLV��FRPPRQZHDOWK�DQG�VWDWH�JRYHUQPHQWV�WR�HOHFWRUDWHV�ORFDO� FRXQFLOV� WR� UDWHSD\HUV�� &86&$/� WR� DIILOLDWHV� DQG� FUHGLW� XQLRQV� WR� PHPEHUV�&UHGLW&DUH� ZDV� WKH� FRQGXLW� WKURXJK� ZKLFK� WKHVH� ERGLHV� FR�RSHUDWHG� ZLWK� UXUDOFRPPXQLWLHV� LQ� UHWXUQLQJ� HVVHQWLDO� VHUYLFHV� DQG�� FRLQFLGHQWDOO\�� H[SDQGLQJ� WKHGHPRFUDWLF�EDVH�RI�ORFDO�HFRQRPLHV��WKH�DQWLWKHVLV�RI�µFRUSRUDWLVDWLRQ¶��7KDW�RQH�MRLQWLQLWLDWLYH�SDUWQHU��WKH�FRPPRQZHDOWK��VKRXOG�EH�WKH�JUHDWHVW�FKDPSLRQ�RI�FRPSHWLWLRQDQG�IUHH�PDUNHW�VROXWLRQV�WR�HFRQRPLF�DQG�VRFLDO�SUREOHPV�PDNHV�WKLV�DOOLDQFH�DOO�WKHPRUH�UHPDUNDEOH��&UHGLW&DUH�IXQFWLRQHG�DV�DQ�HQFODYH�RI�FR�RSHUDWLRQ�LQ�D�SHULRG�RIJDOORSLQJ� FRPSHWLWLRQ� SROLF\� XQGHUSLQQLQJ� D� UDPSDQW� µJOREDOLVDWLRQ¶� SURFHVV�� $FRPPXQLW\�EDVHG�HFRQRPLF�GHYHORSPHQW�VWUDWDJHP��ZKLFK�SODFHG�FRPPXQLW\�YDOXHVRQ�D�SDU�ZLWK�HFRQRPLF�LPSHUDWLYHV��&UHGLW&DUH�ZDV�D�WLQ\��WULP��FR�RSHUDWLYH�YHVVHOVDLOLQJ�GHWHUPLQHGO\�DJDLQVW�WKH�ZLQG�
6LPXOWDQHRXVO\� FUDIW� DQG� EHDFRQ��&UHGLW&DUH� LOOXPLQDWHG� DQ� RWKHUZLVH� GLVPDO� VFHQHIRU� FR�RSHUDWLYH� GHYHORSPHQW� DV� PDQ\� FR�RSHUDWLYHV� DQG� NLQGUHG� VRFLHWLHV� µGH�PXWXDOLVHG¶� DQG� $XVWUDOLD¶V� FR�RSHUDWLYH� PRYHPHQW� GULIWHG�� &HUWDLQO\�� &UHGLW&DUHVKRZHG� WKH� LPSRUWDQFH� IRU� FR�RSHUDWLYH� DQG FRPPXQLW\� GHYHORSPHQW� RI� SODFLQJVNLOOHG��H[SHULHQFHG�DQG�PRWLYDWHG�GHYHORSPHQW�RIILFHUV�LQ�VLWX��6DGO\��WKH�H[SHULHQFHDOVR� LOOXVWUDWHG� WKH� YXOQHUDELOLW\� RI� ILHOGZRUNHUV� WR� D� SLHFHPHDO� DSSURDFK� WRFRPPXQLW\�GHYHORSPHQW�IXQGLQJ�DQG�KRZ�JRYHUQPHQWV�FDQ�GLVUHJDUG�HYHQ�WKH�EHVW�RIFRQFHSWV�
6WLOO��WKH�TXHVWLRQV�UHPDLQ���ZK\�ZDV�&UHGLW&DUH�QRW�EHWWHU�VXSSRUWHG�E\�FUHGLW�XQLRQVDQG��LI�LW�ZDV�VR�VXFFHVVIXO��ZK\�ZDV�WKH�SURJUDP�FRQFOXGHG�VR�SHUHPSWRULO\"
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7KHUH� ZHUH� VHYHUDO� UHDVRQV�� )LUVW�� FUHGLW� XQLRQV� ZHUH� FRQVWUDLQHG� LQ� WKH� GHJUHH� WRZKLFK� WKH\�FRXOG� UHSODFH� EDQNV��7KH�QDWLRQDO� VFRSH�RI� WKH�SURJUDP�DQG� FRPSOH[LW\DQG�ODERXU�LQWHQVLYH�QDWXUH�RI�PDWFKLQJ�D�KRVW�LQVWLWXWLRQ�ZLWK�D�FRPPXQLW\�VWUHWFKHGWKH� SURJUDP¶V� KXPDQ� DQG� ILQDQFLDO� UHVRXUFHV� WR� WKH� OLPLWV�� 6HFRQGO\�� VWDUW�XS� FRVWGLVLQFHQWLYHV�VDZ�PDQ\�FUHGLW�XQLRQV��XOWUD�FDXWLRXV�LQ�D�SHULRG�RI�PDUNHW�XQFHUWDLQW\�DQG�ORFDO�FRXQFLOV�KROG�EDFN��3UREOHPV�LQ�DWWUDFWLQJ�D�KRVW�WR�D�WRZQ�ZHUH�H[DFHUEDWHGE\� GHSDUWLQJ� EDQNV� µFUHDPLQJ� RII¶� SURILWDEOH� EXVLQHVV� EDQNLQJ�� OHDYLQJ� ORZ� SURILWWUDQVDFWLRQ�DFFRXQWV�WR�FUHGLW�XQLRQV��7KLUGO\��DIWHU������DOWHUQDWLYH�RSWLRQV�DYDLODEOHLQFOXGHG�FRPPXQLW\�EDQNV��EXLOGLQJ� VRFLHWLHV�� µLQ�VWRUH¶� IUDQFKLVHV�� SDVWRUDO�KRXVHV�QHZ� WHFKQRORJLHV�� DJJUHJDWHG� VHUYLFHV� FHQWUHV� DQG� EDQNV� WKHPVHOYHV�� 7KLV� VLWXDWLRQZDV� VLPSO\� DFFHOHUDWHG� E\� WKH� 57&� SURJUDP�� ZKLFK� VLPXOWDQHRXVO\� RYHUFDPH&UHGLW&DUH¶V� µVWDUW�XS¶�GLOHPPDV�ZKLOH� GULYLQJ� WKH�SURJUDP� WR� WKH�PDUJLQV��)LQDOO\�WKH�LPSRUWDQFH�RI�WDUG\�UHJXODWRU\�UHIRUPV�LQ�JXDUDQWHHLQJ�D�JHQXLQHO\�µOHYHO�SOD\LQJILHOG¶� IRU� FR�RSHUDWLYH� ILQDQFLDO� LQVWLWXWLRQV� VKRXOG� QRW� EH� XQGHUHVWLPDWHG�� $VGHUHJXODWLRQ�SURFHHGHG�DSDFH�HOVHZKHUH�LQ�WKH�HFRQRP\�LQ�WKH�LQWHUHVWV�RI�IUHHLQJ�XSPDUNHWV�� FUHGLW� XQLRQV� IDFHG� D� FXPEHUVRPH� VWDWHV�EDVHG� UHJLPH�� RQHURXV� SUXGHQWLDODQG�FDSLWDO�DGHTXDF\�SURYLVLRQV�DQG�RWKHU�UHVWULFWLRQV�RQ�FRPPHUFLDO�DFWLYLW\��7KHUHVHHPV� OLWWOH� GRXEW� WKDW� WKHVH� FRQVWUDLQWV� DIIHFWHG� WKH� WDNH� XS� RI� &UHGLW&DUH� DQG� LWVSHUIRUPDQFH�� 0RUHRYHU�� WKH� ),� 6FKHPH� PDGH� LW� H[FHHGLQJO\� GLIILFXOW� WR� VWDUW� QHZFUHGLW� XQLRQV�� UHVWULFWLQJ� WKH� SURJUDP� LQVWLWXWLRQDOO\� WR� EUDQFKHV� DQG� DJHQFLHV�FRPSURPLVLQJ�WKH�QRWLRQ�RI�FRPPXQLW\�µRZQHUVKLS¶�RI�DQ�LQVWLWXWLRQ�
$IWHU� ������ D� EXVK� µUHYROW¶�� FRPELQHG� ZLWK� JURZLQJ� GHPDQG� IRU� DGHTXDWH� UXUDOVHUYLFHV��VDZ�D�VKLIW�LQ�WKH�DWWHQWLRQ�RI�ERWK�&UHGLW&DUH�SDUWQHUV�� WKH�FRPPRQZHDOWKIURP� D� VSHFLDOLVHG� SURYLGHU� PRGHO� WR� DJJUHJDWHG� VHUYLFHV� LQ� µQR� EDQN¶� WRZQV�� DQG&86&$/�DIILOLDWHV�IURP�JURZWK�WR�FRQVROLGDWLRQ�LQ�FURZGHG�PDUNHWV��7KH�FKDOOHQJHIRU� &UHGLW&DUH� ZDV� QRW� QRZ� RQH� RI� µSUHIHUUHG¶� RSWLRQ�� WKRXJK� WKLV� ZDV� DQXQGHUVWDQGDEOH�SUHRFFXSDWLRQ�RI�D�PRYHPHQW�VHHNLQJ�µEUDQG¶�GLIIHUHQWLDWLRQ��EXW�ZKDWZDV� HIILFDFLRXV� LQ� PHHWLQJ� QHZ� QHHGV� ZLWKLQ� WKH� SURJUDP¶V� H[LVWLQJ� IUDPHZRUN�&UHGLW&DUH� IOH[LEO\� DGDSWHG�� DGRSWLQJ� WKH� DJJUHJDWHG� VHUYLFHV¶� PRGHO� WR� VXLW�HPSKDVLVLQJ�SURFHVV�RYHU�VWUXFWXUH LQ�WRZQV��ZKHUH�LW�KDG�SUHYLRXVO\�EHHQ�XQDEOH�WRKHOS��RU�DLGLQJ�LQVWLWXWLRQV�LW�KDG�ZRUNHG�ZLWK�WR�UHWDLQ�YLDELOLW\� 1RWZLWKVWDQGLQJ�YLWDOGHYHORSPHQWDO� ZRUN� LQ� ODXQFKLQJ� WKH� 57&� SURJUDP�� &UHGLW&DUH� RXWJUHZ� WKH
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LQVWLWXWLRQDO�SDUDPHWHUV�RI�WKH�PRYHPHQW�IURP�ZKLFK�LW�KDG�HPHUJHG�ZKLOH�EHFRPLQJVXUSOXV�WR�WKH�FRPPRQZHDOWK¶V�UHTXLUHPHQWV�
7KH�WUDJHG\�ZDV�WKDW�WKH�ULFK�DQG�SURIRXQG�H[SHULHQFH�JDLQHG�E\�WKH�&UHGLW&DUH�WHDPZDV�DOORZHG�WR�GLVVLSDWH�DQG�D�JUHDW�RSSRUWXQLW\�IRU�FUHGLW�XQLRQ�DGYDQFHPHQW�SDVVHG�7RP�:DWVRQ�UHFRUGV�

«LW�SDLQV�PH� WR� VD\� WKLV��%HQGLJR�%DQN�KDV� VKRZQ�ZKDW� FDQ�EH�GRQH��7KH\ZHUH�FORVH�REVHUYHUV�RI�RXU�HDUO\�HIIRUWV�±�WKHUH�ZDV�HYHQ�WDON�RI�WKHP�MRLQLQJXV� ±� EXW� WKH\�ZHQW� WKHLU� RZQ� ZD\� ZLWK� WKHLU� FRPPXQLW\�EDQNLQJ� FRQFHSW�� ,WKLQN�LW¶V�IDLU�WR�VD\�WKDW�QRZ��ZKHQ�D�FRPPXQLW\�EHFRPHV�D�µQR�EDQN�WRZQ¶�WKHLU� ILUVW� WKRXJKWV� DUH� IRU� D� %HQGLJR� %DQN� VROXWLRQ�� QRW� D� FUHGLW� XQLRQVROXWLRQ�� 7KH� TXDOLILHG� VXSSRUW� WKH� �&UHGLW� 8QLRQ�� 0RYHPHQW� JDYH� WR&UHGLW&DUH�KDV�VHHQ�WKH�FORVXUH�RI�D�JUHDW�ZLQGRZ�RI�RSSRUWXQLW\�
1HYHUWKHOHVV�� &UHGLW&DUH� OHDYHV� DQ� HQGXULQJ� OHJDF\�� 7KH� SURJUDP¶V� FRQVXOWDWLYH�HFRQRPLF� GHYHORSPHQW� PRGHO�� HPSKDVLV� RQ� FRPPHUFLDO� YLDELOLW\� DQG� VXFFHVVIXOSULYDWH� HQWHUSULVH� DGDSWDWLRQ� RI� JRYHUQPHQW� LQWHUYHQWLRQLVW� VFKHPHV�ZHUH� WUDQVODWHGLQWR� WKH� 57&� FRQFHSW�� DOEHLW� LQFRPSOHWHO\�� YLD� WKH� +DZNHU� &RPPLWWHH� 5HSRUW� DQGVXEVHTXHQW� DGMXVWPHQWV� WR� WKH� 57&� PRGHO� LQ� SUDFWLFH�� :KLOH� DFNQRZOHGJLQJVLJQLILFDQW�GLIIHUHQFHV�LQ�WKH�VFRSH�RI�WKH�&UHGLW&DUH�DQG�57&�SURJUDPV�DQG�WKDW�QRIRUPDO� HYDOXDWLRQ� RI� WKH� ODWWHU� KDV� EHHQ� FRPSOHWHG�� LW� UHPDLQV� WR� EH� VHHQ� ZKHWKHU57&V� ZLOO� EH� DV� HIIHFWLYH� DV� &UHGLW&DUH� LQ� WDSSLQJ� XQGHU�XWLOLVHG� LQIUDVWUXFWXUH�GHWHFWLQJ� VXEWOH� DIILQLWLHV�� IRUJLQJ� LQQRYDWLYH� DOOLDQFHV�� HQDEOLQJ� FRPPXQLWLHV� WRUHVSRQG�WR�SUREOHPV�DQG�GHOLYHULQJ�µRZQHUVKLS¶�RI�RXWFRPHV��:H�FDQ�RQO\�KRSH�IRUWKH�VDNH�RI�UXUDO�HFRQRPLF�GHYHORSPHQW�WKDW�LW�ZLOO�EH�
&HUWDLQO\��SHRSOH�LQWHUYLHZHG�LQ�ILHOG�ZRUN�IRU�WKLV�UHSRUW�ZHUH�GLVDSSRLQWHG�WR�KHDUWKDW�&UHGLW&DUH�KDG�HQGHG��IRU�WKH\�KDG�JURZQ�WR�WUXVW�&UHGLW&DUH�DQG�QRZ�KDG�RQHOHVV��SURYHQ�FKRLFH�LQ�DGGUHVVLQJ�RQJRLQJ�HFRQRPLF�DQG�VRFLDO�SUREOHPV���
�� 'LVFXVVLRQ�0DUN�*HQRYHVH��&DWK\�3DUVRQV��*UDKDP�/RXJKOLQ��&RUUHVSRQGHQFH�7RP�:DWVRQ�'LVFXVVLRQ�ZLWK�UHVLGHQWV�RI�%HUPDJXL�DQG�'HOHJDWH�16:��:KLOH�FR�RSHUDWLRQ�EHWZHHQ�FR�RSHUDWLYHV�ZDV�QRW�D�IHDWXUH�RI�WKH�&UHGLW&DUH�SURJUDP��SHU�VH��LW�GLG�RFFXU��IRU�H[DPSOH�LQ



��
7XOOLELJHDO��QHDU�:HVW�:\DORQJ�LQ�1HZ�6RXWK�:DOHV��D�WRZQ�ZLWK�VWURQJ�FR�RSHUDWLYH�WUDGLWLRQVZKHUH�SHUVRQQHO�LQYROYHG�ZLWK�WKH�FR�RS��FUHGLW�XQLRQ�DQG�57&�ZRUNHG�WRJHWKHU�
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,1752'8&7,21
'LVFXVVLRQ� EHORZ� HODERUDWHV� RQ� &UHGLW&DUH¶V� VXFFHVVIXO� FRPPXQLW\� HFRQRPLFGHYHORSPHQW� PRGHO�� ,W� GHULYHV� ODUJHO\� IURP� UHVSRQVHV� JLYHQ� E\� )LHOG� 2IILFHUV0DUJDUHW�/HVWHU� DQG�7RP�:DWVRQ� WR� D� VHULHV� RI� TXHVWLRQV� GHYLVHG� E\� DQ�$&&25'SDQHO��:KHUH� KHOSIXO�� UHVSRQVHV� KDYH� EHHQ� DXJPHQWHG� E\� ILQGLQJV� IURP� DGGLWLRQDOUHVHDUFK��IRU�H[DPSOH�4XHVWLRQV���DQG�����ZKLFK�FRQVLGHU�HFRQRPLF�GHYHORSPHQW� LQWKH�1HZ�6RXWK�:DOHV�WRZQVKLSV�RI�'HOHJDWH�DQG�%HUPDJXL�DQG�4XHVWLRQ�����ZKLFKH[SORUHV�IXUWKHU�WKH�FRPPXQLW\�EDQN�PRGHO�
7KH� UHVSRQVHV� LOOXVWUDWH� KRZ� ILHOG� RIILFHUV� XVHG� YDULRXV� DSSURDFKHV� ZLWKLQ� D� EURDGIUDPHZRUN�DQG�JDYH�GLIIHUHQW�HPSKDVHV�WR�WKLQJV��,VVXHV�FRQVLGHUHG�LQFOXGH�
�� :KDW�GLG�\RX�ORRN�IRU"�� :K\�SLFN�D�WRZQ"�� .H\�YDULDEOHV�� 8QOLNHO\�WRZQV�� )DFWRUV�IRU�VXFFHVV�� 6XSSRUWLYH�RUJDQLVDWLRQV�� &RXQFLO�QRW�LQWHUHVWHG�� $OOLDQFHV�DQG�SDUWQHUVKLSV�� &RPPXQLW\�OHDGHUV

������5HJXODWRU\�LQVWLWXWLRQDO�LPSHGLPHQWV���� � � 'LG� &UHGLW&DUH� VROYH� SUREOHPV"�FDVH�VWXGLHV�%HUPDJXL�DQG�'HOHJDWH�������&R�RSHUDWLYHV�PHHWLQJ�FRPPXQLW\�QHHGV������'LIIHUHQFHV�EHWZHHQ�FUHGLW�XQLRQV�DQGFRPPXQLW\�EDQNV������&UHGLW&DUH�FUHGLW�XQLRQV�DQG�57&�WRZQV������&UHGLW&DUH�DQG�57&�PHWKRGRORJLHV������/HVVRQV�IRU�FRPPXQLW\�GHYHORSPHQW
�� :KDW�GLG�\RX�GR�ILUVW�ZKHQ�\RX�JRW�WR�D�WRZQ"�:KDW�ZHUH�\RX�ORRNLQJ IRUZKHQ�\RX�JRW�WKHUH"�:DV�WKHUH�DQ\�SDUWLFXODU�SDWWHUQ"
0DUJDUHW�/HVWHU�XVXDOO\�PDGH�FRQWDFW�ZLWK�FRPPXQLW\�PHPEHUV�E\�WHOHSKRQH�EHIRUHYLVLWLQJ�� EXW� ZRXOG� RFFDVLRQDOO\� VWRS� ZKHQ� SDVVLQJ� WKURXJK� D� µQR� EDQN¶� WRZQ� DQGLQYHVWLJDWH� WKH�VLWXDWLRQ��1RUPDOO\�VKH�PLJKW�JR�ILUVW� WR�D�3RVW�2IILFH�DQG�DVN�DERXW

3$57�� 7+(�&5(',7&$5(�$3352$&+�72�&20081,7<(&2120,&�'(9(/230(17
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WKH� &RXQFLO�� 3URJUHVV� $VVRFLDWLRQ�� &KDPEHU� RI� &RPPHUFH� DQG� RWKHU� FRPPXQLW\JURXSV��)URP�LQIRUPDWLRQ�JDWKHUHG�VKH�ZRXOG�LGHQWLI\�DQG�PDNH�DUUDQJHPHQWV�WR�WDONZLWK�FRPPXQLW\�OHDGHUV��,QYDULDEO\��DW�OHDVW�RQH�FRPPXQLW\�JURXS�H[LVWHG�LQ�D�WRZQ�
0DUJDUHW� ZRXOG� LQYHVWLJDWH� WKH� KLVWRU\� RI� WKH� FRPPXQLW\¶V� GRZQWXUQ� DQG� SRVVLEOHUHDVRQV�ZK\�D�EDQN�KDG�FORVHG�IURP�D�ILQDQFLDO�SRLQW�RI�YLHZ��6KH�ZRXOG�HQGHDYRXUWR�GLVFHUQ�QHZ�KDELWV�LQ�WKH�WRZQ�VLQFH�FORVXUH��QRWLQJ�SDUWLFXODUO\�GHSDUWXUHV�IURP�WKHWRZQ�DQG�LWV�JHRJUDSKLFDO�ORFDWLRQ�LQ�WKH�UHJLRQ��*HQHUDOO\�VSHDNLQJ��WKH�PRUH�UHPRWHWKH�WRZQ��WKH�JUHDWHU�WKH�QHHG�
7RP�:DWVRQ�UHSOLHG�

0\� ILUVW� DFWLYLW\� ZDV� WR� GULYH�ZDON� WKH� VWUHHWV� REVHUYLQJ� WKH� VWDWH� RI� WKHEXLOGLQJV��WKH�QDWXUH�RI�WKH�EXVLQHVVHV��HYLGHQFH�RI�FRPPXQLW\�DFWLYLWLHV��H�J�ERZOV�� JROI�� FOXEV�� DJHG� FDUH�� \RXWK�� WKH� OHYHO� RI� PDLQ�VWUHHW� DFWLRQ� DQGSRVVLEOH� VLWHV� IRU� D� FUHGLW� XQLRQ� EUDQFK�� ,� ZDV� WU\LQJ� WR� JHW� D� IHHO� IRU� WKHWRZQ¶V�µDWWLWXGH¶�DQG�JHQHUDO�VWDWH�RI�KHDOWK�«�WLUHG��UXQ�GRZQ��FOHDQ��IUHVKO\SDLQWHG��VLJQV�SRVWHUV�SURPRWLQJ�FRPPXQLW\�DFWLYLWLHV��YDQGDOLVP��FRPPXQLW\SULGH��$V�WR�D�SDUWLFXODU�SDWWHUQ��,�ZRXOG�KDYH�WR�VD\�WKHUH�UHDOO\�ZDV�QRQH��\RX�FDQ¶W��VKRXOGQ¶W��MXGJH�D�ERRN�E\�LWV�FRYHU�
�� :K\� SLFN� D� WRZQ"�+RZ� GLG� \RX� NQRZ� D� WRZQ� ZDV� µZRUWK¶� LQLWLDWLQJ� D&UHGLW&DUH�RSHUDWLRQ"
7RP�:DWVRQ�REVHUYHG�

,Q�PRVW� FDVHV�� H[FHSW� IRU� WKH� LQLWLDO� WKUHH� RU� IRXU�PRQWKV�� WKH� WRZQV� SLFNHGWKHPVHOYHV�� 2QFH� ZH� KDG� RXU� SXEOLFLW\� PDFKLQH� FUDQNHG� XS� DQG� WKDQNV� WRZLGHVSUHDG�DQG�FRQWLQXLQJ�H[SRVXUH�RQ�$%&�5DGLR��WKH�WRZQV�FDPH�WR�XV��%XWEHIRUH� WKDW� KDSSHQHG�ZH� KDG� FRPSLOHG� D� OLVW� RI� µQR� EDQN¶� WRZQV��ZKLFK�ZHIXUWKHU� UHILQHG� WR� WKRVH� ZLWK� D� SRSXODWLRQ� RI� PRUH� WKDQ� ���� DQG� OHVV� WKDQ������



��

:H�IHOW� WKRVH�WRZQV�ZLWK�D�SRSXODWLRQ�RI� OHVV� WKDQ�����ZRXOG�QRW�EH�DEOH� WRVXSSRUW�D�YLDEOH�EUDQFK�RSHUDWLRQ��&RQYHUVHO\��RXU�UHVHDUFK�VXJJHVWHG�WKRVHZLWK�D�SRSXODWLRQ�RI�PRUH� WKDQ�������ZRXOG� OLNHO\� VWLOO� KDYH�D�EDQN��$V� WKHSURMHFW�PDWXUHG�DQG�WKH�EDQNV�FRQWLQXHG�ZLWK�WKHLU�ZLWKGUDZDO�RI�VHUYLFHV��ZHEHJDQ�WR�UHFHLYH�FDOOV�IURP�WRZQV�ZLWK�ODUJHU�SRSXODWLRQV�
�7RP� :DWVRQ� DGGUHVVHG� WKH� TXHVWLRQ� RI� ZKHWKHU� D� WRZQ� ZDV� µZRUWK¶� LQLWLDWLQJ� D&UHGLW&DUH�RSHUDWLRQ��EHORZ��
�� :HUH�WKHUH�D�IHZ�NH\�YDULDEOHV�NH\�LQGLFDWRUV�WKDW�\RX�ORRNHG�IRU�ZKLFKFRXOG�WHOO�\RX�ZKHWKHU�LW�ZDV�ZRUWK�VSHQGLQJ�WLPH�UHVRXUFHV�LQ�D�WRZQ"�,IVR��ZKDW�ZHUH�WKH\"�([DPSOHV�
0DUJDUHW�/HVWHU�UHSOLHG�WKDW�VRPHWLPHV� WKLV�ZDV�µKDUG� WR�VSRW¶��6RPH� WRZQV�VHHPHGµULSH¶�� ZLWK�PDQ\� FR�RSHUDWLYH� LQVWLWXWLRQV� DQG� FRPPXQLW\� UHVRXUFHV�� ZKLOH� D� WRZQQHDUE\�PLJKW�EH�QRW�DW�DOO�LQWHUHVWHG�H�J��7UDQJLH�DQG�3HDN�+LOO�LQ�1HZ�6RXWK�:DOHV�,Q� VRPH�SODFHV� WKH� UHVSRQVH� WR�SUHOLPLQDU\� LQTXLULHV�FRXOG�EH�TXLWH�JRRG�ZKLOH� DW� DQHDUE\�FHQWUH��&UHGLW&DUH�ZRXOG�EH�µUXQ�RXW�RI�WRZQ¶�
0DUJDUHW�ZRXOG� VHHN� WR�PHDVXUH� FRPPXQLW\� VXSSRUW� IRU� VHUYLFHV� XVLQJ� D� YDULHW\� RIPHDVXUHV��VLPSO\�ZDONLQJ�DURXQG�REVHUYLQJ��D�UDQGRP�GRRU�NQRFN��WDONLQJ�WR�EXVLQHVVSHRSOH�� VKRSNHHSHUV� DQG� SULPDU\� LQGXVWU\� SHUVRQQHO� DQG� JDUQHULQJ� LQWHUHVW� LQ� DSRVVLEOH� SXEOLF�PHHWLQJ� WR�GLVFXVV� D�&UHGLW&DUH� LQLWLDWLYH��$WWHQGDQFH� DW� WKDW�SXEOLFPHHWLQJ�ZDV�XVXDOO\�D�JXLGH� WR� WKH� OHYHO�RI� VXSSRUW�H[LVWLQJ��H�J��0RXODPHLQ�16:�ZKHUH�����SHRSOH�IURP�D�SRSXODWLRQ�RI�����DWWHQGHG�
$� VWDQGDUG� SUR� IRUPD�ZRXOG� EH� FLUFXODWHG� LQ� WKH� WRZQ�ZLWK� YDULDWLRQV� WR� VXLW� ORFDOFLUFXPVWDQFHV�DQG� WKH� UHVSRQVH� WR� WKLV�ZRXOG�SURYLGH�DQRWKHU� LQGLFDWLRQ�RI�SRVVLEOHVXSSRUW�IRU�D�FUHGLW�XQLRQ�IDFLOLW\���6R�ORQJ�DV�WKH�GLVWULEXWLRQ�V\VWHP�ZRUNHG�SURSHUO\DQG� LW� GLGQ¶W� DOZD\V� H�J�� ZKHUH� D� SRVW� RIILFH� KDG� D� SROLF\� RI� QRW� GHOLYHULQJ� QRQ�DGGUHVVHG�PDLO���*HQHUDOO\��D�������SHU�FHQW�UHVSRQVH�UDWH�ZDV�WRR�ORZ��������SHU�FHQWZRXOG�UHTXLUH�YHU\�FORVH�VFUXWLQ\�RI�WKH�DFWXDO�YDOXH�RI�DQWLFLSDWHG�EXVLQHVV��DQ\WKLQJ



��

DERYH����SHU�FHQW�ZRXOG�VXJJHVW�WKDW�YLDELOLW\�ZDV�KLJKO\�OLNHO\��ZKLOH�RQH�FRXOG�EHFRQILGHQW�DERXW�DQ����SHU�FHQW�UHVSRQVH�
7RP�:DWVRQ¶V�DSSURDFK�ZDV�VOLJKWO\�GLIIHUHQW�

)LUVW�DQG�IRUHPRVW�\RX�QHHGHG�WR�VDWLVI\�\RXUVHOI�WKDW�D�NH\�VWDNHKROGHU�LQ�WKHWRZQ�ZHOFRPHG�\RXU�RIIHU�RI�DVVLVWDQFH��EH� WKDW� WKH�&KDPEHU�RI�&RPPHUFH�WKH�3URJUHVV�$VVRFLDWLRQ�RU�WKH�ORFDO�&RXQFLO��%HWWHU�VWLOO�LI�LW�ZDV�WZR�RU�DOOWKUHH�RI�WKHVH�JURXSV�
6HFRQG��IRU�PH�LW�ZRUNHG�EHVW�LI�,�FRXOG�ZRUN�ZLWK�DQ�LQGLYLGXDO�µ0RYHU�DQG6KDNHU¶�ZKR�KDG�WKH�GULYH��HQHUJ\��FRPPLWPHQW�DQG�FKDULVPD�WR�EULQJ�RWKHUVZLWK�WKHP�
7KLUG��,�FRQVLGHUHG�LW�HVVHQWLDO�WR�ZLQ�RYHU�WKH�&RXQFLO��0\�DSSURDFK�WR�WKHPZDV� WKDW� WKH\� ZHUH� WKH� FRPPXQLW\� QRW� VRPH� UHPRWH� ³ERG\´� ZKLFK� FRXOGVWDQG� RQ� WKH� VLGHOLQHV�� ,Q� HYHU\� FDVH� ,� XUJHG� WKHP� WR� SXEOLFO\� FRPPLW� WKHLUVXSSRUW� DQG� LQ� PRVW� FDVHV� ,� IXUWKHU� SHUVXDGHG� WKHP� WR� LQYHVW� FRXQFLOIXQGV�DVVHWV�LQ�WKH�HYHQWXDO�VROXWLRQ�
7KH�IRXUWK�NH\�LQGLFDWRU�ZDV�WKH�UHVSRQVH�WR�RXU�FDOO� IRU�D�SXEOLF�PHHWLQJ�±WKH� QXPEHUV� ZKR� UHVSRQGHG�� WKH� PDQQHU� LQ� ZKLFK� RXU� SUHVHQWDWLRQ� ZDVUHFHLYHG� DQG� WKH�PHHWLQJ¶V� UHVSRQVH� WR� RXU� LQYLWDWLRQ� WR� ZRUN�ZLWK� WKHP� LQFRQGXFWLQJ� D� VXUYH\� WR� DVVHVV� WKH� OLNHO\� OHYHO� RI� VXSSRUW� IRU� D� &UHGLW&DUHVROXWLRQ���DOO�ZHUH�LQGLFDWRUV�RI�ZKHWKHU�RU�QRW�ZH�PLJKW�VXFFHHG�
)LQDOO\��WKH�GHJUHH�RI�DFFHSWDQFH�E\�WKH�NH\�VWDNHKROGHUV�DQG�WKH�FRPPXQLW\DW�ODUJH��RI�WKH�SULQFLSOH�SKLORVRSK\�RI�6(/)�+(/3��ZDV�IRU�PH�WKH�FOHDUHVWLQGLFDWRU�RI�SRWHQWLDO�VXFFHVV�
2I�FRXUVH�DOO�RI�WKH�DERYH�SRLQWV�SUHFHGHG�WKH�µKDUG�IDFWV¶�VWDJH��QDPHO\�WKHUHVXOWV� RI� RXU� VXUYH\�� ZKLFK� JDYH� XV� WKH� KDUG� ILQDQFLDO� GDWD� RQ� ZKLFK� ZHFRXOG�PRGHO�D�OLNHO\�EUDQFK�VFHQDULR��,W�JRHV�ZLWKRXW�VD\LQJ�WKDW�LI�WKDW�GDWD
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GLGQ¶W�LQGLFDWH�D�YLDEOH�VROXWLRQ��LW�ZDV�D�µQR�JR¶��7R�D�GHJUHH��WKDW�FKDQJHGDV�ZH�LQWURGXFHG�WKH�FRQFHSW�RI�DJJUHJDWHG�VHUYLFHV��D�FRQFHSW� WKDW�ZHQW�RQWR�EHFRPH�WKH�FRUQHUVWRQH�RI�WKH�57&�SURJUDP�
�� +RZ�ZRXOG�\RX�SLFN�D�WRZQ�ZKHUH�LW�ZDV�QRW�JRLQJ�WR�µZRUN¶"�+RZ�ZRXOG\RX�NQRZ"�+RZ�VRRQ�FRXOG�\RX�WHOO"�([DPSOHV�
,Q�0DUJDUHW�/HVWHU¶V�H[SHULHQFH��&UHGLW&DUH�ZRXOG�QHYHU� UHFHLYH�DQ\�RIILFLDO�DGYLFHWKDW� D� EDQN� ZDV� FORVLQJ�� &HUWDLQO\�� D� ILHOG� RIILFHU� ZRXOG� ORRN� IRU� LQGLFDWLRQV� RI� DSRVVLEOH�FORVXUH�H�J��UHQHZDO�RI�OHDVH��EXW�WKLV�ZDV�QRW�DOZD\V�UHOLDEOH�
6RPH�WRZQV�ZRXOG�EH�YHU\�HQWKXVLDVWLF�DERXW�GHYHORSLQJ�D�IDFLOLW\��HYHQ�ZKHQ�D�EDQNZDV� VWLOO�RSHUDWLQJ� WKHUH�� ,Q� VXFK�VLWXDWLRQV��&UHGLW&DUH�ZRXOG�QRUPDOO\� UHTXHVW� WKDWWKH�FRPPXQLW\�LQYLWH�WKHP�EDFN��LI�DQG�ZKHQ�WKH�EDQN�GLG�FORVH��,Q�RWKHU�LQVWDQFHV��DEDQN�PLJKW�VLPSO\�EH�WRR�FORVH��$W�-DPEHURR�16:��IRU�H[DPSOH��WKH�SXEOLF�PHHWLQJZDV� HQWKXVLDVWLF�� EXW� &UHGLW&DUH� NQHZ� WKDW� D� EDQN� ZDV� µMXVW� GRZQ� WKH� KLOO� HLJKWPLQXWHV�DZD\�DW�.LDPD¶�DQG�FRXOGQ¶W�KHOS�
7LPLQJ�ZDV�LPSRUWDQW��,Q�VRPH�WRZQV�D�µJULP�UHVHQWPHQW¶�KDG�WDNHQ�RYHU�DIWHU�\HDUVZLWKRXW�D�EDQN�DQG� WKH�GLVDSSHDUDQFH�RI�RWKHU� VHUYLFHV��7KH�DWWHQGDQW�F\QLFLVP�DQGQHJDWLYLW\� FRXOG� DIIHFW� RXWFRPHV�� ,Q� WRZQV�ZKHUH� µSDVVLRQDWH� DQJHU¶�ZDV� VWLOO� TXLWHKLJK��KRZHYHU��LW�ZDV�JHQHUDOO\�HDVLHU�WR�HQOLVW�VROLG�FRPPXQLW\�VXSSRUW�IRU�D�VHOI�KHOSSURJUDP�
7RP�:DWVRQ�UHSOLHG�

,�GRQ¶W�OLNH�JHQHUDOLVDWLRQV��EXW�IRU�WKH�SXUSRVH�RI�WKLV�H[HUFLVH��,�ZLOO�LQGXOJHLQ�D�IHZ��7KHUH�ZDV�D�JRRG�FKDQFH�LW�PLJKW�QRW�ZRUN�,)���
7KH� WRZQ� ZDV� FORVH� WR� DQRWKHU� WRZQ� ZLWK� EDQNLQJ� IDFLOLWLHV�� µ&ORVH¶� LV� DUHODWLYH�WHUP�LQ�WKH�EXVK���D�UXQ�RI����NP�WR�WKH�QH[W�WRZQ�LV�DNLQ�WR�D�WRZQLHUXQQLQJ� GRZQ� WR� WKH� ORFDO� VXSHUPDUNHW�� <RX� FDQ¶W� MXVW� PDNH� DVVXPSWLRQVDERXW�GLVWDQFH��:KHUH�LW�GRHV�EHFRPH�D�IDFWRU�LV�LI�WKH�WRZQ�KDV�EHHQ�ZLWKRXW



��

EDQNLQJ�VHUYLFHV�IRU�VRPH�WLPH�DQG�D�SDWWHUQ�RI�EDQNLQJ��DQG�VKRSSLQJ��LQ�WKHQHDUHVW� WRZQ� ZLWK� D� EDQN� LV� DOUHDG\� HVWDEOLVKHG�� (YHQ� WKDW� FDQ� EH� WXUQHGDURXQG�LI�\RX�FDQ�VHOO�WKH�FRPPXQLW\�RQ�WKH�EHQHILWV�RI�VXSSRUWLQJ�WKHLU�RZQWRZQ�
/DFN� RI� FRPPXQLW\� VSLULW�� DV� HYLGHQFHG� E\� D� QHJDWLYH� DWWLWXGH�� ³6R� WKH\¶YHWDNHQ�RXU�EDQN��:HOO�ZH¶YH�DOUHDG\�ORVW�WKLV�DQG�WKLV�DQG�WKLV�DQG�WKLV��VR�ZK\ERWKHU´�� $JDLQ�� LI� \RX� FDQ� ILQG� D� µ0RYHU� DQG� 6KDNHU¶� \RX� FDQ� WXUQ� WKHVHFRPPXQLWLHV�DURXQG�
/DFN�RI�FRPPLWPHQW�E\�&RXQFLO��7KH�SROLWLFV� LQ� VPDOO� FRXQWU\� WRZQV� FDQ�EHTXLWH� EDIIOLQJ�� 7KHUH� DUH� RIWHQ� KLGGHQ� DJHQGDV� DW� ZRUN�� SDUWLFXODUO\� LI� DQHOHFWLRQ� LV�DURXQG�WKH�FRUQHU��7KHUH�DUH�DOVR�&RXQFLO�&(2¶V�ZKR� WKLQN� WKH\DUH� µ*RG¶�DQG� LI� WKH\�GRQ¶W�ZDQW� LW� WR�KDSSHQ� LW�ZRQ¶W�KDSSHQ�� ,� IRXQG� WKDWYHVWHG� LQWHUHVWV� RQ� WKH� SDUW� RI� WKH� &(2� RU� &RXQFLOORUV� JRW� LQ� WKH� ZD\�� QRWLQIUHTXHQWO\�ZKHUH�D�&RXQFLOORU�DOVR�KDSSHQHG�WR�EH�WKH�SRVW�RIILFH�OLFHQVHH�
6HOI�VHUYLQJ� SRVW� RIILFH� OLFHQVHHV�� ZKR� ZHUH� RQO\� FRQFHUQHG� IRU� WKHLU� RZQYLDELOLW\��GHVSLWH�WKH�IDFW�WKH\�FRXOG�RQO\�RIIHU�D�YHU\�OLPLWHG�EDQNLQJ�VHUYLFH�±QR�EXVLQHVV�EDQNLQJ�

>7RP�:DWVRQ�SRLQWV�RXW�WKDW�&UHGLW&DUH�WULHG�XQVXFFHVVIXOO\�WR�JHW�$XVWUDOLD�3RVW�WRZRUN�ZLWK�WKHP�DQG�RQO\�DIWHU�&UHGLW&DUH�ZDV�ZRXQG�XS��GLG�$XVWUDOLD�3RVW�GLVFRYHUWKH\�KDG�WKH�DELOLW\�WR�WULDO�EXVLQHVV�EDQNLQJ�@
6HOI�VHUYLQJ�EXVLQHVV�FRPPXQLWLHV�ZLWK�()7326�IDFLOLWLHV��7KH\�FKDUJHG� WKHFRPPXQLW\� IRU� WKH� SULYLOHJH� RI� XVLQJ� LW� DQG� GLGQ¶W� ZDQW� XV� FRPLQJ� LQ� DQGXSVHWWLQJ�D�FRV\�OLWWOH�HDUQHU��,Q�RQH�VXFK�WRZQ�,�ZDV�DFWXDOO\�WKUHDWHQHG�DQGWROG�QRW�WR�UHWXUQ�
3RRU�WXUQRXW� IRU�SXEOLF�PHHWLQJ��,Q�RQH�WRZQ�RI�������� WZHQW\�SHRSOH� WXUQHGXS��,¶P�DIUDLG�LQ�VRPH�WRZQV�WKH�$*0�RI�DQ�$SDWK\�6RFLHW\�ZRXOGQ¶W�DWWUDFW�DTXRUXP�



��

3RRU� UHVSRQVH� WR� VXUYH\�� ,Q� VRPH� SODFHV� ZH� KDG� D� EHWWHU� WKDQ� ��� SHU� FHQWUHVSRQVH��$Q\WKLQJ�EHORZ����SHU�FHQW�ZDV�D�SUHWW\�FOHDU� LQGLFDWLRQ�RI�D� ORVWFDXVH�
1RW�EHLQJ�DEOH�WR�ILQG�D�ILQDQFLDO�LQVWLWXWLRQ�ZLOOLQJ�WR�DVVLVW�LQ�WKH�VROXWLRQ�>:DWVRQ�GHVFULEHV�WKLV�DV�D�IRUPLGDEOH�SUREOHP�@

�� )DFWRUV�IRU�VXFFHVV�LQFOXGHG�
x &RKHVLYH�FRPPXQLW\�VSLULW�
x &RPPXQLW\�SULGH� x 3URYHQ�UHFRUG�RI�DFKLHYHPHQW�LQ�WKHFRPPXQLW\�
x 6XSSRUWLYH�ORFDO�FRXQFLO� x 3RVLWLYH�HFRQRPLF�RXWORRN��DQG
x *LIWHG�FRPPXQLW\�OHDGHUV� x %DODQFHG�GHPRJUDSKLF�SURILOH�

+RZ�GLG�\RX�FRPH�WR�NQRZ�WKDW�WKHVH�IDFWRUV�H[LVWHG"�$W�ZKDW�VWDJH�LQ�DSURMHFW�ZRXOG�WKH\�EHFRPH�HYLGHQW"�+RZ�ZRXOG�\RX�µPHDVXUH¶�WKHP"�$UHWKHUH� VSHFLILF�H[DPSOHV�RI� VXFK�IDFWRUV�\RX�UHFDOO�ZKLFK�ZRXOG� LOOXVWUDWHWKHVH�JHQHUDOLWLHV"
0DUJDUHW�/HVWHU�PDGH�WKH�SRLQW�WKDW�LW�LV�QRW�SRVVLEOH�WR�µPHDVXUH¶�DQ�DEVWUDFW�TXDOLW\OLNH�µFRPPXQLW\�VSLULW¶��EXW�WKHUH�DUH�LQGLFDWLRQV�RI�LWV�SUHVHQFH�RU�DEVHQFH��0DUJDUHWQRWHG�LQ�WKLV�FRQWH[W�WKDW�LQ�PDQ\�WRZQV��SHRSOH�DUH�F\QLFDO�DERXW�UHVHDUFKHUV��3HRSOHKDYH� JLYHQ� WLPH� IUHHO\� WR�PDQ\� UHVHDUFKHUV� RYHU� WKH� \HDUV� LQ� WKH� KRSH� RI� LPSURYHGHFRQRPLF�FRQGLWLRQV��RQO\� WR� UHFHLYH� µQRWKLQJ�PRUH� WKDQ�D�JORVV\� UHSRUW¶��3HRSOH� LQFRPPXQLWLHV� VXIIHULQJ� VHUYLFHV¶� ZLWKGUDZDO� QRZ� ZDQW� WR� NQRZ� SUHFLVHO\� KRZ� \RXLQWHQG�WR�KHOS�WKHP�LQ�D�SUDFWLFDO�VHQVH��,Q�FRPPXQLWLHV�ZKLFK�KDG�ORVW��IRU�H[DPSOH�WKH�UDLOZD\��WKH�KRVSLWDO��WKH�VFKRRO��WKH�GRFWRU��WKH�EDQN�HWF��SHRSOH�EOXQWO\�GHPDQGHGDQVZHUV�ZLWK�DQ�KRQHVW\� WKDW� µKLW� ILHOG�ZRUNHUV� LQ� WKH� IDFH¶��7KDW� LV�ZK\�&UHGLW&DUHZDV�VR�ZHOO�UHFHLYHG��/HVWHU�EHOLHYHV��EHFDXVH�LW�RIIHUHG�D�ILQDQFLDO�VHUYLFH�µULJKW�XSIURQW¶�DQG�ZDV�VHHQ�DV�FRPPXQLW\�GULYHQ��UDWKHU�WKDQ�D�JRYHUQPHQW�FHQWUHG�DSSURDFK�
7RP�:DWVRQ�QRWHG�
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$OO�H[FHSW� WKH� ODVW� OLVWHG��EDODQFHG�GHPRJUDSKLF�SURILOH��EHFDPH�HYLGHQW�RXWRI�GLVFXVVLRQV�ZLWK�FRPPXQLW\�OHDGHUV�DQG�WKH�PDQ�DQG�ZRPDQ�RQ�WKH�VWUHHW�7KH� ODVW� FDPH� WKURXJK� IRUPDO� UHVHDUFK� RI� $%6� GDWD�� /HW� PH� XVH� WKH�4XHHQVODQG��WRZQ�RI�&URZV�1HVW�DV�DQ�H[DPSOH�
0\�ILUVW�FRQWDFW�KHUH�ZDV�ZLWK�DQ�LQGLYLGXDO�µ0RYHU�	�6KDNHU¶�ZKR�KDSSHQHGWR�WKH�3UHVLGHQW�RI�WKH�ORFDO�3URJUHVV�$VVRFLDWLRQ��)RU�D�VWDUW��KH�ZDV�WKH�VRUWRI�PRWLYDWHG� LQGLYLGXDO�\RX�FDQ¶W� LJQRUH��:H�VSHQW�RYHU�KDOI� WKH� WLPH�RQ�P\ILUVW�YLVLW�GRLQJ�D�&RRN¶V�WRXU�RI�WKH�WRZQ�ZKHUH�KH�SRLQWHG�RXW�H[DPSOH�DIWHUH[DPSOH�RI�WKLQJV�WKDW�KDG�EHHQ�DFKLHYHG�WKURXJK�WKHLU�µFRKHVLYH�FRPPXQLW\VSLULW¶�� LQFOXGLQJ�WKHLU�FRRSHUDWLYH�KRVSLWDO��RQH�RI� WKH�PRVW�VXFFHVVIXO�RI� LWVNLQG�LQ�$XVWUDOLD�
µ&RPPXQLW\�SULGH¶�ZDV�YHU\�PXFK� LQ� HYLGHQFH� LQ� WKH�EHDXWLIXOO\�PDLQWDLQHGWRZQ�VTXDUH�� LQ� WKH� \DUGV� DQG� JDUGHQV� RI� SULYDWH� FLWL]HQV�� DQG� WKH� REYLRXVSULGH� WKH\� IHOW� IRU� WKH� KLVWRU\� RI� WKHLU� FRPPXQLW\�� 7KH\� KDG� ILYH� SURPLQHQWµJLIWHG� FRPPXQLW\� OHDGHUV¶�� P\� PRYHU� DQG� VKDNHU�� DQRWKHU� EXVLQHVVPDQZKRVH�JUDQGIDWKHU�KDG�VWDUWHG�WKH�EXVLQHVV�KH�VWLOO�UDQ��WKH�VFKRRO�SULQFLSDO�WKH�&(2�RI�WKH�&RXQFLO�DQG�WKH�0D\RU�
:KDW� VHW� WKLV�TXLQWHW�DSDUW� ��DQG�RWKHUV� OLNH� WKHP�LQ�RWKHU� WRZQV�±�ZDV� WKH\KDG�D�YLVLRQ�IRU�WKHLU�WRZQ��7KH\�DOVR�SDVVLRQDWHO\�EHOLHYHG�WKDW�YLVLRQ�ZRXOGEH�VHYHUHO\�FKDOOHQJHG�LI�WKH\�GLGQ¶W�KDYH�D�ORFDO�EDQNLQJ�VHUYLFH�
6LJQLILFDQWO\��LW�ZDV�WKH�]HDO�RI�WKHVH�OHDGHUV�DQG�WKHLU�WRWDO�DFFHSWDQFH�RI�WKHSULQFLSOH� RI� 6(/)� +(/3� ZKLFK� ZRQ� WKH� FRPPLWPHQW� RI� WKH� IXOO� &RXQFLO�KHOSHG�DORQJ�D�OLWWOH�E\�P\�SXEOLF�FKDOOHQJH�WR�WKH�0D\RU�WR�FRPH�RQ�ERDUGDV� D� SDUWQHU� LQ� WKH� VROXWLRQ�ZH� KRSHG� WR� SURGXFH���$QG� D� µVXSSRUWLYH� ORFDOFRXQFLO¶� LW� SURYHG� WR� EH�� EX\LQJ� WKH� IRUPHU� EDQN� EXLOGLQJ� RQ� EHKDOI� RI� WKHFRPPXQLW\�DQG�OHDVLQJ�LW�EDFN�WR�WKH�µFRPPXQLW\�EDQN¶�IRU�D�PRGHVW�EXW�IDLUUHQWDO��2ZQHUVKLS�ZLOO�HYHQWXDOO\�SDVV�WR�WKH�FRPPXQLW\�ZKHQ�SURILWV�IURP�WKHEDQNLQJ�HQWHUSULVH�HQDEOH�WKHP�WR�EX\�RXW�WKH�&RXQFLO¶V�LQWHUHVW�



��

,Q� WHUPV� RI� D ³SURYHQ� UHFRUG� RI� DFKLHYHPHQW� LQ� WKH� FRPPXQLW\´�� ,� KDYHDOUHDG\�PHQWLRQHG�WKHLU�KRVSLWDO�ZKLFK�WKH\�H[SDQGHG�RYHU�WLPH�WR�HPEUDFH�DUHWLUHPHQW� KRPH�� D� QXUVLQJ� KRPH�� D� SDOOLDWLYH� FDUH� FHQWUH�� DQ� DPEXODQFHFHQWUH�DQG�D�PHGLFDO�FHQWUH��$QRWKHU�H[DPSOH�LV�WKHLU�YHU\�LPSUHVVLYH�VSRUWVFHQWUH�DQG�DQRWKHU�WKHLU�VXFFHVV� LQ�SURPRWLQJ�WKHLU� WRZQ�DV�D�VDIH�SODFH�IRUUHWLUHHV��7KH� ODUJH�QXPEHU�RI� QHZ�KRPHV�EXLOW� E\� UHWLUHHV� IURP�4XHHQVODQGDQG�LQWHUVWDWH�EHDUV�WHVWLPRQ\�WR�WKDW�VXFFHVV�
'HVSLWH�WKH�JHQHUDOO\�KHOG�EHOLHI�WKDW�WKH�HFRQRP\�RI�FRXQWU\�WRZQV�LV�³VKRW´�&URZV�1HVW�LV�SURRI�SRVLWLYH�WKDW�LV�QRW�WKH�FDVH��7KHLU�HFRQRP\�FRQWLQXHV�WRJURZ��UHIOHFWLQJ�WKH�VWDELOLW\�RI�WKHLU�ORQJ�HVWDEOLVKHG�DJULFXOWXUDO�VHFWRU�DQGWKHLU� PRUH� UHFHQW� VXFFHVV� ZLWK� QHZ� YHQWXUHV� VXFK� DV� OLJKW� LQGXVWU\�� KHDOWKFDUH�� OLIHVW\OH� DQG� WRXULVP� «� DQG� LQ� DOO� WKLV� WKH\� KDYH� WR� FRPSHWH� ZLWK7RRZRRPED��D�PHUH��� PLQXWHV�GULYH�DZD\��7KHLU�µSRVLWLYH�HFRQRPLF�RXWORRN¶ZDV�LV� UHIOHFWHG� LQ� WKHLU� XQHPSOR\PHQW� UDWH�� ZKLFK� LQ� ����� ZDV� RQH� RI� WKHORZHVW�LQ�WKH�QDWLRQ�
+RZ� GR� \RX� PHDVXUH� DOO� WKLV"� $%6� GDWD� LV� D� XVHIXO� JXLGH�� EHWWHU� VWLOO� WKH&RXQFLO¶V�HFRQRPLF�GHYHORSPHQW�RIILFHU��6WDWH�*RYHUQPHQW�GHSDUWPHQWV�ZKRKDYH�FORVH�FRQWDFW�ZLWK�ORFDO�JRYHUQPHQW�DQG�ZLWK�UXUDO�DQG�UHJLRQDO�DUHDVDUH� DOVR� DQ� LQYDOXDEOH� VRXUFH�� %HFRPLQJ� D� JRRG� OLVWHQHU� LV� HVVHQWLDO�%HKDYLQJ� DV� LI� \RX� DUH� SDUW� RI� WKH� FRPPXQLW\�� QRW� RXWVLGH� LW��ZLOO� DOVR� KHOSHQVXUH�\RX�KHDU�ZKDW�\RX�QHHG�WR�KHDU��QRW�ZKDW�SHRSOH�WKLQN�\RX�ZRXOG�OLNHWR�KHDU�
0DNLQJ�VXUH�WKH�FRPPXQLW\�DFFHSWV�\RX�DUH�QRW�WKHUH�WR�KHOS�WKHP��EXW�UDWKHUWR�KHOS�WKHP�KHOS�WKHPVHOYHV��,W�WKHQ�EHFRPHV�WKHLU�VROXWLRQ��QRW�\RXUV��7KH\VKRXOG�WKHQ�KDYH�WRWDO�RZQHUVKLS�RI�DQG�FRPPLWPHQW�WR�WKH�RXWFRPH�

)LHOGZRUN�FRQGXFWHG�LQ�WKH�1HZ�6RXWK�:DOHV¶�WRZQ�RI�'HOHJDWH��LQYROYLQJ�D�EUDQFKRI�$GYDQWDJH�&UHGLW�8QLRQ�� FRUURERUDWHV�7RP�:DWVRQ¶V� IDFWRUV� IRU� VXFFHVV�� ,Q� WKDWWRZQ� WKHUH� KDV� WUDGLWLRQDOO\� H[LVWHG� D� JRRG� EOHQG� RI� SULPDU\� LQGXVWU\� DQG� WRZQEXVLQHVV��,W�KDV�ZRQ�WKH�7LG\�7RZQV�FRPSHWLWLRQ�RQ�D�QXPEHU�RI�RFFDVLRQV��$�VHQVH



��

RI� SULGH� LQ� JHWWLQJ� WKLQJV� GRQH� WRJHWKHU� H[LVWV�� )RU� H[DPSOH�� WKHUH� LV� D�PDJQLILFHQWFRPPRQZHDOWK�VWDWH�JRYHUQPHQW�IXQGHG�0XOWLSOH�3XUSRVH�6HUYLFHV�&HQWUH��SURYLGLQJPHGLFDO��KRVSLWDO��FRQYDOHVFHQW�DQG�FRPPXQLW\�VHUYLFHV��ZKLFK�FDPH�RQ�VWUHDP�VRRQDIWHU�WKH�FUHGLW�XQLRQ�ZDV�GHYHORSHG��$�YHU\�DFWLYH�3URJUHVV�$VVRFLDWLRQ�H[LVWV�ZLWKVHYHUDO� FRPPLWWHHV� VNLOOHG� DW� PHGLD� ZRUN� DQG� NQRZOHGJHDEOH� DERXW� WKH� SROLWLFDOSURFHVV��9ROXQWDU\�ZRUN�VXVWDLQV�PXFK�FRPPXQLW\�HIIRUW�LQ�WKH�WRZQ��IRU�H[DPSOH�EDUVWDII� DW� WKH� &RXQWU\� &OXE� DQG� WHDPV� FOHDULQJ� H[RWLF� ZLOORZV� IURP� WKH� ULYHUEHG�3URJUHVV� $VVRFLDWLRQ� PHPEHUV� ZHUH� XQDQLPRXV� WKDW� ZLWKRXW� FRPPXQLW\� SULGH�� WKHWRZQ�ZRXOG�KDYH�GLHG�
�� 'LG� \RX� QHHG� DW� OHDVW� RQH� RWKHU� H[LVWLQJ� RUJDQLVDWLRQ� LQ� WKH� WRZQ� WR� EHVXSSRUWLYH��LQ�DGGLWLRQ�WR�D�ORFDO�FRXQFLO"�,I�VR��ZKLFK"
7RP� :DWVRQ� UHSOLHG�� µ$EVROXWHO\�� 7KH� &KDPEHU� RI� &RPPHUFH� RU� WKH� 3URJUHVV$VVRFLDWLRQ��0\�SUHIHUHQFH�ZDV�WKDW�WKH\�WDNH�WKH�OHDG�LQLWLDOO\��QRW�WKH�&RXQFLO��%XW�LWUHDOO\�ZDV�D�FDVH�RI�KRUVHV�IRU�FRXUVHV�¶
0DUJDUHW� /HVWHU� DJUHHV� WKDW� PRUH� WKDQ� RQH� RUJDQLVDWLRQ� ZDV� QHHGHG� WR� PRXQW� DQHIIHFWLYH�&UHGLW&DUH�FDPSDLJQ��$�FRXQFLO�� DORQH��ZDV�QRW� HQRXJK��(PHUJLQJ� IURP�DFRPPXQLFDWLRQ�PDUNHWLQJ� EDFNJURXQG�� KHU� PHWKRG�� ZKHUH� DSSURSULDWH�� ZDV� WRDSSURDFK� D� SRVW� RIILFH� RU� VXSHUPDUNHW� DQG� DVN� DERXW� FRPPXQLW\� JURXSV�� WKHQDSSURDFK�RQH�RU�PRUH��ILUVW��EHIRUH�WDONLQJ�WR�D�FRXQFLOORU��UDWKHU�WKDQ�D�&(2���/HVWHUQRWHG� WKDW� RWKHU� ILHOG�ZRUNHUV�� FRPLQJ� IURP� D�PDQDJHPHQW� RU� GLUHFWRU� EDFNJURXQG�PLJKW�DSSURDFK�D�FRXQFLO�ILUVW�
�� :KDW�ZRXOG�\RX�GR�ZKHUH�D� ORFDO� FRXQFLO�ZDV�QRW� LQWHUHVWHG�� EXW� RWKHUSRVLWLYH�FRQGLWLRQV�H[LVWHG"
&RXQFLOV�ZHUH�QRW�LQYDULDEO\�VXSSRUWLYH��DOWKRXJK�PRVW�ZHUH��6RPH�FRXQFLOORUV�ZRXOGDWWHQG�PHHWLQJV� DQG� RIIHU� QR� IXUWKHU� VXSSRUW� H�J�� 'LUUDQEDQGL�4/'�ZKHUH�� LQLWLDOO\�FUHGLW�XQLRQV�ZHUH�VHHQ�PRUH�DV�µFRPPXQLW\�RUJDQLVDWLRQV¶�UDWKHU�WKDQ�EXVLQHVVHV�DQGZKHUH� FRXQFLOORUV� ZHUH� NHHQ� WR� DWWUDFW� RQO\� HFRQRPLF� LQVWLWXWLRQV� WR� WRZQ�� 7KLVSHUFHSWLRQ�ODWHU�FKDQJHG�



��

:KHUH�0DUJDUHW�/HVWHU�IRXQG�UHVLVWDQFH��VKH�PLJKW�FRQWLQXH�WR�ZRUN�ZLWK�FRPPXQLW\JURXSV��HQJHQGHULQJ�D�VHQVH�RI� µRZQHUVKLS¶��6RPHWLPHV��D�FRXQFLO�ZRXOG�FKDQJH� LWVPLQG�DQG�RIIHU�VXSSRUW�
7RP�:DWVRQ�UHSOLHG�WKDW�KH�ZRXOG�

:HDU� WKH� &RXQFLO� GRZQ� DQG� ZLQ� WKHP� RYHU����� 6HULRXVO\�� WKDW� GLG� ZRUN� RQRFFDVLRQV�
2QH�RXWVWDQGLQJ�H[DPSOH�RI�ZKHUH�D�&RXQFLO¶V�RQO\�VXSSRUW�ZDV�YHUEDO�ZDV0DJQHWLF�,VODQG��D�FRPPXQLW\�RI��������0XQJLQGL� LV�DQRWKHU�H[DPSOH�ZKHUH&RXQFLO� ZDV� QRW� SDUW� RI� WKH� VROXWLRQ�� WKRXJK� WKH\� GLG� ORGJH� D� VXEVWDQWLDOGHSRVLW�ZLWK�WKH�QHZ�FUHGLW�XQLRQ�EUDQFK�RQ�LWV�RSHQLQJ�GD\�
.DOEDU�LV�DQ�H[DPSOH�ZKHUH�WKH�FRPPXQLW\�VHW� WKH�SDFH�DQG�ZKHUH�� WKURXJKVKHHU�GHWHUPLQDWLRQ��ZH�ZRQ�WKH�FRXQFLO�RYHU���
%XW� WR� UHWXUQ� WR�0DJQHWLF� ,VODQG�� ,�PHW� ILUVW�ZLWK� WKH� EXVLQHVV� FRPPXQLW\� ±DQG�ZRQ� WKHLU� XQDQLPRXV� VXSSRUW�� WKHQ� WKH� FRPPXQLW\� DW� ODUJH� ±� DQG� ZRQWKHLU�XQDQLPRXV�VXSSRUW��,�DOVR�HQOLVWHG�WKH�WRWDO�VXSSRUW�RI�WKH�ORFDOO\�EDVHGPHGLD� DQG� WKH� UHJLRQDO� PHGLD� RQ� WKH� PDLQODQG�� ,Q� WKH� IDFH� RI� ZKDW� ZDV� DVXEVWDQWLDO� �IUHH�� SXEOLFLW\� SURJUDP�� ZH� VHFXUHG� RQH� RI� WKH� KLJKHVW�HYHUVXUYH\�UHVSRQVHV��7KDW�SXEOLFLW\�DOVR�VHFXUHG�XV�WKH�IRUPHU�EDQN�SUHPLVHV�IRUD� SHSSHUFRUQ� VWDUW�XS� UHQWDO� IURP� LWV� RZQHUV�� ZKR� KDG� UHODWLYHV� LQ� DQRWKHUWRZQ� KHOSHG� E\� &UHGLW&DUH� DQG� ZHUH� VR� LPSUHVVHG� E\� WKDW� RXWFRPH�� WKH\ZDQWHG�WR�EH�SDUW�RI�WKH�0DJQHWLF�,VODQG�VROXWLRQ�
,�VXJJHVW�0DJQHWLF� ,VODQG�ZRXOG�SRVVLEO\�EH� WKH�PRVW�VXFFHVVIXO�&UHGLW&DUHVLWH�� 7KH� FUHGLW� XQLRQ� WKHUH� HQMR\V�PDMRULW\� VXSSRUW� IURP� WKH� FRPPXQLW\� DWODUJH�DQG�WKH�EXVLQHVV�FRPPXQLW\��7KHLU�PDUNHW�SHQHWUDWLRQ�IDU�H[FHHGV�WKDWRI�WKH�PDMRU�EDQN�WKH\�UHSODFHG�

�� 6HH�7RP�:DWVRQ�µ5HIOHFWLRQV�RI�D�&UHGLW&DUH�)LHOG�2IILFHU¶�IRU�WKH�IXUWKHU�GHWDLO�RI�.DOEDU�DQG0XQJLQGL�
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%XW� WR� VXP� XS�� ZKDW� ,� GLG� ZKHUH� &RXQFLO� ZDV� QRW� VXSSRUWLYH� ZDV�HQWKXVH�HQWKXVH��HQWKXVH�
�� :KDW�DOOLDQFHV�SDUWQHUVKLSV�ZHUH�GHYHORSHG�RWKHU� WKDQ�ZLWK�HVWDEOLVKHGRUJDQLVDWLRQV� DQG�QHWZRUNV�ZLWK�H[LVWLQJ� DXWKRULW\� LQ� D� WRZQ� �H�J��ZHUHSDUWQHUVKLSV� GHYHORSHG� ZLWK� UHFHQW� FRPPXQLW\� LQLWLDWLYHV� VXFK� DV/DQG&DUH��0DLQ� 6WUHHW� HWF�"�:KDW� RWKHU� ERGLHV� GLG� \RX� ZRUN� ZLWK� RUµV\QHUJLHV¶� GLG� \RX� WDS"� :DV� LW� SRVVLEOH� WR� EXLOG� VXSSRUW� IURP� µJUDVVURRWV¶"
7KH� ILUVW� DQG� PRVW� LPSRUWDQW� DOOLDQFH� ZDV� ZLWK� ORFDO� JRYHUQPHQW�� EXW� WKHUH� ZHUHVHYHUDO� RWKHUV�� $� PDMRU� KXUGOH� IDFLQJ� FUHGLW� XQLRQV� LQ� UXUDO� GLVWULFWV�� DV� QRWHGHOVHZKHUH��ZDV�WKDW�WKH\�ZHUH�QRW�VXLWHG�WR�ILQDQFLQJ�SULPDU\�LQGXVWU\��)RU�H[DPSOH�UHJXODWLRQ�UHTXLUHG�FUHGLW�XQLRQV�WR�UHFRYHU�SD\PHQWV�RQ�RYHUGUDIWV�LQ�UHJXODU�PRQWKO\LQVWDOPHQWV�� ZKLOH� IDUPHUV� UHFHLYHG� FKHTXHV� LQWHUPLWWHQWO\�� 3ULPDU\� LQGXVWU\� ORDQVEXVLQHVV� WHQGHG� WR� EH� ODUJHU� LQ� VFDOH� DQG� ULVNLHU� WKDQ� FUHGLW� XQLRQV� FRXOG� MXVWLI\� LQWHUPV�RI�RYHUDOO�PHPEHU� VHFXULW\��6XFK� DQRPDOLHV� DFWHG� DV� D� UHDO� EUDNH�� SUHFOXGLQJSRWHQWLDOO\� OXFUDWLYH� EXVLQHVV� DQG� UHGXFLQJ� WKH� UHOHYDQFH� RI� LQVWLWXWLRQV� LQ� VRPHFHQWUHV��,Q�DQ�DWWHPSW�WR�RYHUFRPH�WKH�SUREOHP��0DUN�*HQRYHVH�QHJRWLDWHG�DQ�DOOLDQFHZLWK� WKH� 3ULPDU\� ,QGXVWU\� %DQN� RI� $XVWUDOLD� �3,%$��� RZQHG� E\� 5DER%DQN�� DQLQVWLWXWLRQ� WKDW� KDG� HPHUJHG� IURP� WKH� 1HWKHUODQGV� FR�RSHUDWLYH� DQG� FUHGLW� XQLRQPRYHPHQWV��*HQRYHVH�EHOLHYHG�WKDW� WKH�DOOLDQFH�ZRXOG�DXJPHQW� WKH�HIIRUWV�RI�FUHGLWXQLRQV� LQ� WKH� &UHGLW&DUH� SURJUDP� DQG� LPSURYH� WKH� DFFHVV� RI� UXUDO� DQG� UHPRWHFRPPXQLWLHV� WR� DQ� DSSURSULDWH� UDQJH� RI� ILQDQFLDO� VHUYLFHV�� ,Q� IDFW�� WKH� 5DER%DQNDOOLDQFH�SURYHG�WR�KDYH�OLPLWHG�DSSOLFDWLRQ��7RP�:DWVRQ�UHFRUGV�

:KHQ�ZH�OHDUQHG�WKH\�>3,%$@�ZHUH�RZQHG�E\�5DER%DQN��LWVHOI�RZQHG�E\�WKH&UHGLW�8QLRQ�0RYHPHQW� LQ� WKH�1HWKHUODQGV��ZH� XQDVKDPHGO\� WULHG� WR� EULQJWKHP�RQ�ERDUG�DV�µEURWKHUV¶��7KH�DOOLDQFH�PHW�ZLWK�PL[HG�VXFFHVV��UHIOHFWLQJWKH� DXWRQRP\� ZLWK� ZKLFK� 3,%$¶V� UHJLRQDO� SHUVRQQHO� RSHUDWH�� :KHUH



��

LQGLYLGXDOV�HPSDWKLVHG�ZLWK�ZKDW�ZH�ZHUH� WU\LQJ� WR�GR�� WKH�DOOLDQFH�ZRUNHGUHDVRQDEO\�ZHOO��2YHUDOO�WKRXJK��LW�ZDV�D�GLVDSSRLQWPHQW���
2WKHU�DOOLDQFHV�GHYHORSHG�E\�&UHGLW&DUH�LQFOXGHG�D�QXPEHU�RI�VWDWH�GHSDUWPHQWV�NHHQWR�H[WHQG�DQG�LPSURYH�WKH�UDQJH�RI�VHUYLFHV�WR�UXUDO�FRPPXQLWLHV��,Q�4XHHQVODQG��DVQRWHG� HOVHZKHUH�� WKH�2IILFH� RI�5XUDO� &RPPXQLWLHV� �25&�� DSSRLQWHG� WKH� (OHFWULFLW\&UHGLW� 8QLRQ� �(&8�� DV� 4XHHQVODQG� *RYHUQPHQW� $JHQW� 3URJUDP� �*$3�� DJHQW� LQ'LUUDQEDQGL��&UHGLW&DUH�DOVR� UHVHDUFKHG�QHZ�DOOLDQFHV�ZLWK�FRPPRQZHDOWK�DJHQFLHVVXFK� DV�&HQWUH/LQN� DQG�0HGLFDUH� EHOLHYLQJ� WKDW� VXFK� FRQWDFWV� FRXOG� VHH� DOWHUQDWLYHILQDQFLDO� VHUYLFHV� EHFRPLQJ� DYDLODEOH� IRU� UXUDO� DQG� UHPRWH� FRPPXQLWLHV� ZKHUHHVWDEOLVKHG� EUDQFK�W\SH� ILQDQFLDO� VHUYLFHV� ZHUH� QRW� YLDEOH�� &RQVLVWHQW� ZLWK� WKLV�&UHGLW&DUH� H[DPLQHG� WKH� DSSOLFDWLRQ� RI� QHZ� WHFKQRORJLHV� OLNH� 6PDUW� &DUG�� &OHDUO\&UHGLW&DUH� WKLQNLQJ�ZDV�QRW�FRQILQHG� WR� WUDGLWLRQDO�FUHGLW�XQLRQ� µEULFNV� DQG�PRUWDU¶LQVWLWXWLRQV�DQG�ZDV�KHDGHG�WRZDUGV�DQ�DJJUHJDWHG�VHUYLFHV�GHOLYHU\�PRGHO�
'HPRQVWUDWLQJ�WKDW�&UHGLW&DUH�ZDV�SUHSDUHG�WR�µVXS�ZLWK�WKH�GHYLO¶��ZKHUH�WKLV�KHOSHGFRPPXQLWLHV�� LQ� HDUO\� ����� &UHGLW&DUH� ZRUNHG� ZLWK� :HVWSDF� LQ� WKH� 4XHHQVODQGFRPPXQLWLHV�RI�$JQHV�:DWHU�DQG�7RZQ�RI�������DIWHU�DQ�DSSURDFK�IURP�WKH�EDQN�
,Q�%HUPDJXL�� WKH�0DLQ�6WUHHW�3URJUDP�KDSSHQHG�DW� WKH�VDPH� WLPH�DV� WKH�&UHGLW&DUHSURJUDP��7KHVH�ZHUH�VHSDUDWH�DFWLYLWLHV��KRZHYHU��EXW�SDUW�RI�D�EURDGHU�SRVLWLYH�µWRQH¶GHYHORSLQJ�LQ�WKH�WRZQ��$Q�DPELWLRXV�:RUN�IRU�WKH�'ROH�SURMHFW�IROORZHG��ZKLFK�VDZWKH�FRPPXQLW\�FRQVWUXFW�D� ILUVW�FODVV�VSRUWV�J\P��GLVFXVVHG�DW�4XHVWLRQ�����SS������7RZQVSHRSOH� LQWHUYLHZHG� VDLG� WKH� SURMHFWV� ZHUH� QRW� µLVRODWHG� WKLQJV¶� EXW� SDUW� RI� DFRPSRVLWH�HYHQW��7KH�UHDG\�DYDLODELOLW\�RI�ILQDQFLDO�VHUYLFHV�WKURXJK�WKH�FUHGLW�XQLRQZDV�VHHQ�DV�D�VHPLQDO�LQIOXHQFH�LQ�JHUPLQDWLQJ�WKLV�FRPPXQLW\�HIIRUW�
0DUJDUHW� /HVWHU� QRWHV� DQ� LQWHUHVWLQJ� DOOLDQFH� GHYHORSHG� EHWZHHQ� 5HOLDQFH� &UHGLW8QLRQ�DQG�$GYDQFH�(QHUJ\�DW�7UXQGOH��16:��7KH�WRZQ�KDG�D�EDQN�EUDQFK�RSHUDWLQJWKUHH� GD\V� D� ZHHN� DQG� &UHGLW&DUH� FRXOGQ¶W� KHOS�� EXW� $GYDQFH� (QHUJ\� SURYLGHGSUHPLVHV�� HQDEOLQJ� WKH� FUHGLW� XQLRQ� WR� RSHUDWH��0DLQ� 6WUHHW�� VKH� EHOLHYHV�� QRUPDOO\RSHUDWHG�LQ�WRZQV�ODUJHU�WKDQ�WKRVH�LQ�WKH�&UHGLW&DUH�SURJUDP��7KHUH�ZDV�QR�IRUPDO
�� &UHGLW&DUH�1HZV��1RYHPEHU��������FRUUHVSRQGHQFH�7RP�:DWVRQ
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DOOLDQFH�� EXW� 0DUJDUHW� GLG� QRWLFH� WKDW� 0DLQ� 6WUHHW� FDPSDLJQV� RIWHQ� IROORZHG� WKHLQVWDOODWLRQ� RI� D� &UHGLW&DUH� IDFLOLW\�� )LQDQFLDO� VHUYLFHV� FDPSDLJQV� ZHUH� DOVR� RIWHQDFFRPSDQLHG� E\� FDPSDLJQV� WR� VDYH� D� KRVSLWDO� IURP� FORVXUH� RU� WR� VHFXUH� PHGLFDOVHUYLFHV�
7RP�:DWVRQ�DGGV�

,�GLG�IRVWHU�µDOOLDQFHV¶�ZLWK�3URJUHVV�$VVRFLDWLRQV��XUJLQJ�WKHP�WR�WDNH�RWKHULQLWLDWLYHV�ZKLFK�ZRXOG� VHQG� VLJQDOV� WR� WKH� FRPPXQLW\� WKDW� WKH� ORVV� RI� WKHLUODVW�EDQN�ZDV�QRW�WKH�HQG��EXW�D�QHZ�EHJLQQLQJ��&RDWV�RI�IUHVK�SDLQW�ZHUH�RQHLQLWLDWLYH�,�HQFRXUDJHG�LQ�D�QXPEHU�RI�FRPPXQLWLHV«
<RX�DVN�LI�LW�ZDV�SRVVLEOH�WR�EXLOG�VXSSRUW�IURP�µJUDVV�URRWV¶��)UDQNO\��LQ�P\RSLQLRQ��DQG�H[SHULHQFH���XQOHVV� WKH�XQGHUWDNLQJ�KDG�JUDVV� URRWV� VXSSRUW�� LWZDVQ¶W�JRLQJ�DQ\ZKHUH��)RU�WKDW�UHDVRQ�,�SXW�D� ORW�RI�HIIRUW�DQG�HQHUJ\� LQWRP\�SXEOLF�PHHWLQJV��,�KDG�WR�ZLQ�RYHU�D�FRPPXQLW\�ZKLFK�ZDV�DQJU\��QHUYRXV�ODUJHO\� LJQRUDQW�DERXW� FUHGLW� XQLRQV�� EHLQJ� DVNHG� WR� GR� VRPHWKLQJ� WKH\� KDGQHYHU�GRQH�EHIRUH�±�VXSSRUW�D� ILQDQFLDO� LQVWLWXWLRQ�LQ�WKHLU� WRZQ�IURP�D�]HUREDVH�� DQG� VXSSRUW� LW� IURP� GD\� RQH�� ,� KDG� WR� KDYH� WKH� JURXS� DW� WKDW� SXEOLFPHHWLQJ�ZDON� RXW� WKH� GRRU� DV� HQWKXVLDVWLF� DPEDVVDGRUV� IRU�&UHGLW&DUH� DQGIRU�WKH�VROXWLRQ�WKDW�WKH\ ZHUH�JRLQJ�WR�PDNH�KDSSHQ��7KH\�KDG�WR�XQGHUVWDQGDQG� DFFHSW� WKDW� WKH� 3URJUHVV� $VVRFLDWLRQ� FRXOGQ¶W� PDNH� LW� KDSSHQ�� QRU� WKH&RXQFLO��7KLV�ZDV�HQWLUHO\�XS� WR� WKHP�DQG� WKH\�KDG�D�UHVSRQVLELOLW\� WR�EXLOGWKH�HVVHQWLDO�JUDVV�URRWV�VXSSRUW��7KH\�KDG�WR�HPEUDFH��ZLWKRXW�HTXLYRFDWLRQ�WKH�SULQFLSOH�RI�6(/)�+(/3�

�� :KDW�LV�D�µJLIWHG�FRPPXQLW\�OHDGHU¶"�,V�LW�QHFHVVDULO\�VRPHRQH�ZKR�KROGVD� SRVLWLRQ� RI� DXWKRULW\"�:KDW� SRVLWLRQV� GLG� VRPH�RI� WKH� µJLIWHG� OHDGHUV¶\RX�HQFRXQWHUHG��KROG"�:KDW�ZHUH�WKHLU�HVSHFLDO�FKDUDFWHULVWLFV"
0DUJDUHW�/HVWHU� EHOLHYHV� D� JLIWHG� OHDGHU� LV� VRPHRQH�ZKR� LV� UHVSHFWHG� DQG� KDV� EHHQµWHVWHG¶�E\�D�FRPPXQLW\�LQ�D�SRVLWLRQ�RI�WUXVW��+H�VKH�LV�QRW�QHFHVVDULO\�LQ�D�SRVLWLRQRI�DXWKRULW\�EXW�VRPHRQH�ZKR�FDQ�LQVWLJDWH�FKDQJH� $�VWURQJ�FKXUFK�FRPPXQLW\�LQ�D



��

WRZQ�LV�QRW�QHFHVVDULO\�D�VLJQ�WKDW�D�VWURQJ�FRPPXQLW\�VSLULW�H[LVWV��5HOLJLRXV�OHDGHUV�KRZHYHU�� ZHUH� RFFDVLRQDOO\� LQYROYHG� LQ� FRPPXQLW\� GHYHORSPHQW� ZRUN� H�J�� D%DUPHGPDQ� &RQYHQW� 6LVWHU� ZKR� ZDV� D� FRPPXQLW\� DFWLYLVW�� EXW� WKHUH� ZDV� QRGLVFHUQLEOH�SDWWHUQ�
7RP�:DWVRQ�UHVSRQGHG�

/HW�PH�GHDO�ZLWK�³VSHFLDO� FKDUDFWHULVWLFV´� ILUVW��7KH� ILUVW� RQH� ,� HQFRXQWHUHGKDG�DXWKRULW\��DQG�QRW�PXFK�HOVH���+H�WXUQHG�RXW�WR�EH�RQH�RI�WKRVH�³GR�DV�,VD\´�� QRW� ³GR� DV� ,� GR´� FKDUDFWHUV� DQG� RYHU� WLPH� WKDW� KDV� SURYHQ� WR� EH� WKH$FKLOOHV�KHHO�RI�WKH�SDUWLFXODU�VROXWLRQ�ZH�FDPH�XS�ZLWK�IRU�WKDW�FRPPXQLW\�
7KH� QH[W� ZDV� D� KXPEOH�� TXLHW�� YHU\� VXFFHVVIXO� EXVLQHVV� RZQHU� ZKR� KDG� DQXQDEDVKHG�ORYH�RI�KLV�FRPPXQLW\�DQG�ZDV�GHWHUPLQHG�WR�ILJKW�IRU�LW�
2QH�FRXOG�GHVFULEH� WKH�QH[W�DV�D� µOLYLQJ� WUHDVXUH¶�� 6KH� NQHZ�HYHU\ERG\�DQGHYHU\ERG\�NQHZ�KHU��6KH�ZDV�D� ORQH�YRLFH�RQ�KHU� ORFDO�FRXQFLO�� FRQVLVWHQWO\RXWYRWHG� E\� WKH� WRZQ�EDVHG� FRXQFLOORUV� ZKR� RGGO\� HQRXJK� PDGH� XS� WKHPDMRULW\� LQ� WKLV� WKULYLQJ� DJULFXOWXUDO� UHJLRQ�� 7KH\� VLPSO\� GLG� QRW� ZDQW� KHUSDUW� RI� WKHLU� VKLUH� WR� HQMR\� VXFFHVV�� 'HVSLWH� WKHP�� WKDQNV� ODUJHO\� WR� KHUGHWHUPLQDWLRQ��ZH�ZRQ�WKH�GD\�
7KH� QH[W�ZDV� D�PD\RU�ZKR� KDG� DFKLHYHG� DQ� HFRQRPLF�PLUDFOH� LQ� KLV� GHEW�ULGGHQ� VKLUH��+H� WRR�ZDV� KXPEOH�� VHOI�HIIDFLQJ� EXW� DEVROXWHO\� GHWHUPLQHG� WRVHH�KLV�WRZQ�VXUYLYH�
7KH�QH[W�ZDV�D�TXLHWO\�VSRNHQ�EXW�ILHUFHO\�GHWHUPLQHG�DQG�VXFFHVVIXO�RZQHU�RID�VPDOO�EXVLQHVV�DQG�VHFUHWDU\�RI�WKH�ORFDO�3URJUHVV�$VVRFLDWLRQ��+H�ZDV�OLNHD�WHUULHU��KH�ZRXOG�MXVW�QRW�OHW�LW�JR�
7KH�FKDS� LQ� WKH�QH[W� WRZQ�ZDV�H[DFWO\� WKH�VDPH��DQG� LQ� WKH�QH[W��DQG� LQ� WKHQH[W�



��

,�FRXOG�JR�RQ��EXW�,�WKLQN�D�SDWWHUQ�LV�HPHUJLQJ��*HQHUDOO\�VSHDNLQJ��WKH\�ZHUHVXFFHVVIXO�� EXW� KXPEOH�� ZLWK� D� GHWHUPLQDWLRQ� QRW� WR� VHH� WKHLU� FRPPXQLWLHVVXIIHU��1RW�RQH�RI�WKHP�ZDV�RQ�DQ�HJR�WULS�DQG�PRVW�GLG�QRW�ZDQW�WR�EH�LQ�WKHOLPHOLJKW�ZKHQ�WKHLU�QHZ�ILQDQFLDO�IDFLOLW\�RSHQHG�LQ�WKH�PDLQ�VWUHHW��%XW�ER\�ZHUH�WKH\�SURXG����
&RPPXQLW\�OHDGHUV�DQG�FUHGLW�XQLRQ�SHUVRQQHO�LQWHUYLHZHG�LQ�%HUPDJXL�DQG�'HOHJDWHWKRXJKW�WKDW�D�JLIWHG�FRPPXQLW\�OHDGHU�GLVSOD\HG�WKH�IROORZLQJ�TXDOLWLHV�

x 6RPHRQH�ZKR�OLVWHQV�DQG�KDV�DQ�DELOLW\�WR�FRPH�XS�ZLWK�DQVZHUV�
x $�SHUVRQ�RI�GHWHUPLQDWLRQ��SHUVHYHUDQFH�DQG�DQ�DELOLW\�WR�JHW�WKH�MRE�GRQH�
x $�GHGLFDWHG�SHUVRQ�ZKR�LV�WUXVWHG�DQG�VHHQ�WR�EH�WUXVWHG�
x 6RPHRQH�ZLWK�FRPPRQVHQVH�DQG�DQ�DELOLW\�WR�µSURG¶�SHRSOH�LQWR�DFWLRQ��WR�UDOO\SHRSOH��WR�µSXVK�SHRSOH�DQG�PDNH�WKHP�UHDOLVH¶�
x 6RPHRQH� ZLWK� DQ� DELOLW\� WR� OLDLVH� ZLWK� WKH� YDULRXV� IDFWLRQV� LQYROYHG� DQG� DFDSDFLW\� WR� JHW� SHRSOH� IURP� GLIIHUHQW� EDFNJURXQGV�ZLWK� GLIIHUHQW� LQWHUHVWV� DQGSHUVSHFWLYHV�WR�DJUHH��WR�RYHUFRPH�RSSRVLWLRQ�
x 6RPHRQH�ZLWK�D�VHQVH�RI�FRPPLWPHQW�WR�D�WRZQ¶V�KLVWRU\�DQG�LWV�IXWXUH�
x 2IWHQ�D�YHVWHG�LQWHUHVW��IRU�H[DPSOH��D�EXVLQHVV�LQWHUHVW��LV�D�GULYLQJ�IRUFH�IRU�DFRPPXQLW\�OHDGHU�
x 6RPHRQH�ZLWK�³PXJ´�ZULWWHQ�RQ�KLV�RU�KHU�IRUHKHDG���

��� :KDW�LQVWLWXWLRQDO�UHJXODWRU\�IDFWRUV��LI�DQ\��KDPSHUHG�DSSOLFDWLRQ�RI�WKH&UHGLW&DUH�PRGHO"
:KHQ�&UHGLW&DUH�EHJDQ��ILHOG�RIILFHU�0DUJDUHW�/HVWHU�QRWHG�WKDW�PDQ\�RUJDQLVDWLRQVZHUH� SUHYHQWHG� E\� UHJXODWLRQ� IURP� EDQNLQJ� ZLWK� D� FUHGLW� XQLRQ�� 7KLV� VRPHWLPHVGHILQLWHO\�SXW�D�EUDNH�RQ�WKLQJV��7KHVH�UHVWULFWLRQV�ZHUH�RQO\�JUDGXDOO\�UHPRYHG�DQGQRW�LQ�9LFWRULD�XQWLO�YHU\�UHFHQWO\�

�� *HUU\�&ROOLQV��%HJD�$UHD�0DQDJHU�+RUL]RQ�&UHGLW�8QLRQ��-DQHWWH�1HLOVRQ��%HUPDJXL�&KDPEHU�RI&RPPHUFH��1DWDOLH�$UPVWURQJ��3UHVLGHQW���*ORULD�&RWWHULOO��7UHDVXUHU��DQG�-RH�:DOFRWW��0HPEHU�'HOHJDWH�3URJUHVVLYH�$VVRFLDWLRQ�



��

5HIOHFWLQJ� RQ� UHJXODWRU\� LPSHGLPHQWV� &UHGLW&DUH� )LHOG� 2IILFHU� 7RP� :DWVRQREVHUYHG�
7KH�SHUFHSWLRQ�WKDW�FUHGLW�XQLRQV�ZHUH�D�VHFRQG�FODVV�LQVWLWXWLRQ�IUXVWUDWHG�XVHDUO\� RQ�� EXW� ZH� TXLFNO\� GHPRQVWUDWHG� WR� FRPPXQLWLHV�� SROLWLFLDQV� DQG� WKHPDMRU� EDQNV� WKDW� VHFRQG� FODVV� ZH� ZHUH� QRW�� ,Q� IDFW� &UHGLW&DUH� EHFDPH� VRVXFFHVVIXO� WKDW� LW� FKDQJHG� GUDPDWLFDOO\� WKH� DWWLWXGH� RI� EXUHDXFUDWV� DQGSROLWLFLDQV�DW�DOO�OHYHOV�RI�JRYHUQPHQW��WR�WKH�SRLQW�ZKHUH�&86&$/¶V�OREE\LQJHIIRUWV�ZLWK�JRYHUQPHQW�HQMR\HG�XQSUHFHGHQWHG�VXFFHVV�
2Q�WKH�UHJXODWRU\�IURQW�WKHUH�ZHUH�D�QXPEHU�RI�KXUGOHV�WR�RYHUFRPH��2QH�RIWKH�PRVW�VLJQLILFDQW�ZDV�WKDW��E\�DQG�ODUJH��JRYHUQPHQW�DQG�VHPL�JRYHUQPHQWERGLHV�ZHUH�QRW�SHUPLWWHG�WR�EDQN�ZLWK�VR�FDOOHG�QRQ�EDQNV��2QH�E\�RQH��ZHPDQDJHG�WR�JHW�WKDW�OHJLVODWLRQ�FKDQJHG�LQ�DOO�VWDWHV�
$QRWKHU� ZDV� WKH� VWDPS� GXW\� FKDUJHG� ZKHQ� SHRSOH� UHQHJRWLDWHG� PRUWJDJHVZLWK� D� QHZ� ILQDQFLDO� LQVWLWXWLRQ�� 7KLV� LQKLELWHG� SHRSOH� LQ� µQR� EDQN¶� WRZQVFKDQJLQJ�RYHU�WKHLU�PRUWJDJH�WR�D�FUHGLW�XQLRQ�ZLOOLQJ�WR�VHW�XS�LQ�WKHLU�WRZQ�:H�DUJXHG�WKH\�ZHUH�EHLQJ�SHQDOLVHG�IRU�ZDQWLQJ�WR�OHDYH�DQ�LQVWLWXWLRQ�WKDWKDG� GHVHUWHG� WKHLU� WRZQ�� 4XHHQVODQG� ZDV� WKH� ILUVW� 6WDWH� WR� DPHQG� LWVOHJLVODWLRQ�WR�UHPRYH�WKLV�³SHQDOW\´�

��� &UHGLW&DUH�FUHGLW�XQLRQ�EUDQFKHV�KDYH�µVROYHG�SUREOHPV¶�LQ�PDQ\�WRZQV�+RZ� GR� ZH� NQRZ� WKLV"� +RZ� GR� ZH� NQRZ� FUHGLW� XQLRQV� DUH� SURYLGLQJVDWLVIDFWLRQ�EDQNV�DUH�QRW"
5HVHDUFK� FRQGXFWHG� IRU� &UHGLW&DUH� E\� WKH� 8QLYHUVLW\� RI� 6RXWKHUQ� 4XHHQVODQG¶V&HQWUH�IRU�$XVWUDOLDQ�)LQDQFLDO�,QVWLWXWLRQV��&$),��LQ������IRFXVHG�RQ�WKH�1HZ�6RXWK:DOHV� FRPPXQLWLHV� RI� 'HOHJDWH�� 1DELDF� DQG� 0XQJLQGL� DQG� 0DJQHWLF� ,VODQG� LQ4XHHQVODQG��7KH�VWXG\�VSRNH�RI�SRVLWLYH�FKDQJH��,Q�FRQWUDVW�WR�WKH�SHVVLPLVP�IRXQG�LQD������VWXG\��&$),�IRXQG����SHU�FHQW�RI�UHVSRQGHQWV�ZHUH�PRUH�RSWLPLVWLF�DERXW�WKHYLDELOLW\�RI�WRZQV��ORFDO�VSHQGLQJ�KDG�LQFUHDVHG�E\������PLOOLRQ�SHU�DQQXP�DQG�WKHUHZDV�OHVV�QHHG�WR�OHDYH�WRZQV�IRU�EDQNLQJ�VHUYLFHV�����SHU�FHQW�RI�VXUYH\�SDUWLFLSDQWV



��

SUHIHUUHG�IDFH�WR�IDFH�SHUVRQDO�FRQWDFW�EDQNLQJ��ZLWK�RQO\����SHU�FHQW�XVLQJ�()7326����SHU�FHQW�$70V�����SHU�FHQW�WHOHSKRQH�EDQNLQJ�DQG�OHVV�WKDQ�RQH�SHU�FHQW�XVHG�WKH,QWHUQHW��6HYHQW\�SHU�FHQW�RI�EXVLQHVVHV�ZHUH�ZLOOLQJ� WR�GHDO�ZLWK� FUHGLW� XQLRQV� DQGPRUH�EXVLQHVVHV�ZHUH� MRLQLQJ� FUHGLW� XQLRQV�� EXW�PRVW� IRU� FRVWO\� WUDQVDFWLRQ� VHUYLFHVVXFK�DV�FDVK�WDNLQJV�DQG�H[FHVV�FDVK�
7KHUH� LV� QR� IRUPDO� VWXG\� ZKLFK� SURYHV� FRQFOXVLYHO\� KRZ� DQG� WR� ZKDW� GHJUHH&UHGLW&DUH�&UHGLW�XQLRQV�µVROYHG�SUREOHPV¶��&HUWDLQO\��WKHUH�LV�QR�GRXEW�WKDW�D�FUHGLWXQLRQ� VROYHG� WKH� LPPHGLDWH� SUDFWLFDO� SUREOHP�RI� D� WRZQ� KDYLQJ� QR� EDQN��0DUJDUHW/HVWHU� HQFRXQWHUHG� PXFK� DQHFGRWDO� HYLGHQFH� LQ� GHYHORSLQJ� SURJUHVV� UHSRUWVVXSSRUWLQJ� D� YLHZ� WKDW� WKH� FUHGLW� XQLRQV�PDGH� D� UHDO� GLIIHUHQFH�� HQFRXQWHULQJ�PDQ\SHRSOH� ZKR� FODLPHG� WKDW� µWKH� WRZQ� JRW� JRLQJ� ZKHQ� WKH� FUHGLW� XQLRQ� DUULYHG¶�� 6KHDFNQRZOHGJHV��KRZHYHU��WKDW�RWKHU�HFRQRPLF�IDFWRUV�PD\�KDYH�KDG�DV�PXFK�HIIHFW�H�J�DQ�XSWXUQ�LQ�FRPPRGLW\�SULFHV�RU�WKH�UHYLYDO�RI�DQ�LQGXVWU\�
�L� %HUPDJXL
$� &UHGLW&DUH� SRVWDO� DQG� GRRU� NQRFN� VXUYH\� LQ� %HUPDJXL� LQ� ������ DERXW� HLJKWHHQPRQWKV�DIWHU�WKH�FUHGLW�XQLRQ�EUDQFK�RSHQHG��RYHUZKHOPLQJO\�FRQILUPHG�WKH�YLHZ�WKDWWKH�H[WHQVLRQ�RI�FUHGLW�XQLRQ�VHUYLFHV�KDG�KDG�D�SRVLWLYH�LPSDFW�RQ�WKH�FRQILGHQFH�RIWKH�EXVLQHVV�DQG�WKH�JHQHUDO�FRPPXQLW\�����SHU�FHQW�RI�SRVWDO�VXUYH\�UHVSRQGHQWV�DQG���SHU�FHQW�RI�WKH�GRRU�NQRFN�UHVSRQGHQWV�VDLG�WKH�FUHGLW�XQLRQ�KDG�PDGH�WKHP�PRUHRSWLPLVWLF�DERXW�WKH�IXWXUH�YLDELOLW\�RI�WKHLU�WRZQ�
&UHGLW&DUH�RIILFHUV�ZHUH�DLGHG�LQ�WKHLU�ZRUN�E\�FRQVXOWDWLRQ�ZLWK�WKH�+&8�/RFDO�$UHD&RPPLWWHH�UHSUHVHQWLQJ�VDODULHG�HPSOR\HHV��VPDOO�EXVLQHVV�SHRSOH�DQG�UHWLUHHV��7KLVKDG� EHHQ� IRUPHG� WR� SURYLGH� DQ� LQWHUIDFH� EHWZHHQ� WKH� UHVLGHQWV� RI� %HUPDJXL� DQGVXUURXQGLQJ�DUHDV�DQG�+&8�DQG�WR�
x 3HUIRUP� DV� D� ORFDO� OHYHO� SUREOHP� UHVROYLQJ� PHFKDQLVP� EHWZHHQ� FUHGLW� XQLRQPHPEHUV�DQG�+&8�
x 3URPRWH�+&8�LGHDOV�DQG�REMHFWLYHV�WR�PHPEHUV�DQG�SRWHQWLDO�PHPEHUV�



��

x 3URPRWH� WKH� &UHGLW� 8QLRQ¶V� SURGXFWV� DQG� VHUYLFHV� WR� PHPEHUV� DQG� SRWHQWLDOPHPEHUV�WKURXJK�DSSURSULDWH�SXEOLFLW\�DW�VRFLDO�DFWLYLWLHV�DQG�RWKHU�HYHQWV�ZLWKLQWKH�%HUPDJXL�DUHD�
x 5HFRPPHQG�WR�WKH�%RDUG�RI�+&8�DQ\�LQLWLDWLYHV�ZKLFK�DUH�VHHQ�DV�EHLQJ�UHOHYDQWWR�WKH�QHHGV�RI�PHPEHUV�LQ�WKH�%HUPDJXL�DUHD�
x 5HFRJQLVH�JHQXLQH�FDVHV�RI�PHPEHU�KDUGVKLS�ZKHUH�+&8�PLJKW�EH�RI�DVVLVWDQFHWR�WKH�PHPEHU��DQG
x 5HFRPPHQG� VSRQVRUVKLSV� IRU� PHPEHUV� ZLWKLQ� JXLGHOLQHV� SURYLGHG� E\� WKH0DQDJHPHQW�RI�+RUL]RQ�&UHGLW�8QLRQ�
:KHQ�DVNHG�WR�PHDVXUH�WKH�DFWXDO�H[WHQW WR�ZKLFK�WKH�RSHQLQJ�RI�WKH�FUHGLW�XQLRQ�KDGFRQWULEXWHG�WR�WKH�FRPPXQLW\��SRVWDO�VXUYH\�UHVSRQGHQWV�UHSRUWHG�WKH�IROORZLQJ�

���� FRQWULEXWHG�WR�WKH�LPSURYHPHQW�RI�WRZQ�FRQILGHQFH���� HQFRXUDJHG�UHVLGHQWV�WR�VKRS�LQ�WKH�WRZQ���� LPSURYHG�VDYLQJV�KDELWV���� HQFRXUDJHG�QHZ�EXVLQHVV���� LQFUHDVHG�HPSOR\PHQW�RSSRUWXQLWLHV���� UHGXFHG�SRWHQWLDO�IRU�FULPH�
6HYHQW\�ILYH�SHU�FHQW�RI�FUHGLW�XQLRQ�QRQ�PHPEHUV�ZKR�UHVSRQGHG�WR�WKH�TXHVWLRQ�RQµWRZQ� FRQILGHQFH¶� EHOLHYHG� WKDW� WKH� FUHGLW� XQLRQ� KDG� LPSURYHG� WRZQ� FRQILGHQFH� WRµVRPH�H[WHQW¶��PRVW�EHOLHYLQJ�WKLV�KDG�EHHQ�µVLJQLILFDQW¶�
&UHGLW&DUH�)LHOG�2IILFHUV�0DUJDUHW�/HVWHU��&DWK\�)RUWHVFXH�DQG�*UD\�0DORQH� IRXQGWKH� ORFDO�HFRQRP\��ZKLFK�ZDV� VWLOO� UHOLDQW� ODUJHO\�RQ� WRXULVP��FRPPHUFLDO� DQG� VSRUWILVKLQJ�� QRZ� EHQHILWLQJ� IURP� D� µ6HDFKDQJH¶� SKHQRPHQRQ� RI� \RXQJHU� XUEDQ� UHWLUHHVDQG� SURIHVVLRQDOV� VHHNLQJ� TXDOLW\� RI� OLIH� LQ� D� UXUDO�� FRDVWDO� VHWWLQJ�� 7KH� WRZQ� ZDVSURJUHVVLQJ�VORZO\��EXW�VWHDGLO\��:LWK�IHZHU�MREV�LQ�WKH�WLPEHU�DQG�FRPPHUFLDO�ILVKLQJLQGXVWU\��HPSOR\PHQW�LQ�WKH�DUHD�ZDV�VWLOO�OLPLWHG��KRZHYHU��DQG�WKH�QXPEHU�RI�\RXQJIDPLOLHV� PRYLQJ� WR� ZRUN� LQ� WKH� WRZQ� KDG� GHFOLQHG�� 7KH� WRZQ¶V� SRSXODWLRQ� ZDVLQFUHDVLQJ�VORZO\��EXW�WKH�UDWH�RI�LQFUHDVH�KDG�VORZHG�VLQFH������DQG�WKH�SRSXODWLRQ



��

ZDV�ROGHU��7KH�ORFDO�SULPDU\�VFKRRO�KDG�GHFOLQHG�LQ�QXPEHUV�IURP�����LQ������WR����LQ�������3ULRU�WR�������VWXGHQW�QXPEHUV�KDG�EHHQ�JURZLQJ�
7KH�%HJD�9DOOH\�6KLUH�&RXQFLO�KDG�UHFHLYHG�QHDUO\����QHZ�EXLOGLQJ�DSSOLFDWLRQV�IURP%HUPDJXL� LQ� WKH�SUHYLRXV�ILQDQFLDO�\HDU��7KHUH�ZHUH�QRZ�����GZHOOLQJV�LQ� WKH� WRZQZLWK� DSSUR[LPDWHO\� ��±��� SHU� FHQW� RI� WKHVH� RFFXSLHG� RQ� D� SHUPDQHQW� EDVLV�� 6HYHQQHZ� EXVLQHVVHV� KDG� RSHQHG� ±� D� VXSHUPDUNHW�� KDLUGUHVVHU�� EXWFKHU�� FRPELQHG� UHDOHVWDWH�JDOOHU\�YLGHR�VKRS��D�FRIIHH�VKRS�DQG�WZR�OLJKW�LQGXVWULDO�EXVLQHVVHV��7KHUH�KDGEHHQ� RQO\� RQH� EXVLQHVV� FORVXUH�� 3URSHUW\� YDOXHV� ZHUH� VWHDGLO\� ULVLQJ� DQG� RQH� UHDOHVWDWH� DJHQW� EHOLHYHG� WKLV� WR� EH� D� IORZ�RQ� HIIHFW� IURP� WKH� FUHGLW� XQLRQ� RSHQLQJ�5HVSRQGHQWV�DOVR�QRWHG�WKDW�EXVLQHVV�KDG�EHHQ�GUDZQ�WR�WKDW�SDUW�RI� WRZQ�ZKHUH�WKHFUHGLW�XQLRQ�QRZ�RSHUDWHG�
7KH�WRZQ�ZDV��DQG�VWLOO�LV��ULFK�LQ�VRFLDO�FDSLWDO��ZLWK�QR�IHZHU�WKDQ����VHUYLFH�FOXEV�JHQHURXV� EXVLQHVV� FRQWULEXWLRQV� WR� FRPPXQLW\� DFWLYLWLHV� DQG� D� YROXQWHHU� WRXULVWLQIRUPDWLRQ�FHQWUH��ZKLFK�RSHUDWHG�VHYHQ�GD\V�D�ZHHN��$OWHUQDWLYH�ILQDQFLDO�VHUYLFHVLQFOXGHG�
x DQ�$70�LQ�WKH�&RXQWU\�&OXE�
x DSSUR[LPDWHO\����()7326�RXWOHWV�
x SRVW�RIILFH�JLUR3RVW��QRW�EXVLQHVV�EDQNLQJ���DQG
x GDLO\�FRXULHU�EDQNLQJ�VHUYLFH�WR�%HJD��������SHU�FXVWRPHU��
:KLOH�WKH�FUHGLW�XQLRQ�RIIHUHG�D�IXOO�UDQJH�RI�ILQDQFLDO�VHUYLFHV��PDQ\�ZHUH�VWLOO�TXLWHSRRUO\�XWLOLVHG��:KHQ�WKH�EUDQFK�ZDV�HVWDEOLVKHG�LQ������WKH�WRZQ�KDG�EHHQ�ZLWKRXW�DEDQN�IRU�VL[�DQG�D�KDOI�PRQWKV�DQG�PDQ\�WRZQVSHRSOH�KDG�PDGH�WKH�DGMXVWPHQW�DQGFRQGXFWHG�WKHLU�EDQNLQJ�LQ�1DURRPD�RU�%HJD��2QH�FRQVHTXHQFH�RI�WKLV�ZDV�WKDW�FUHGLWXQLRQ�VDYLQJV�KDG�JURZQ�µH[SRQHQWLDOO\¶�ZKLOH�QHZ�ORDQV�UDLVHG�KDG�EHHQ�YHU\�VORZ�$�VL]HDEOH�JURXS��KRZHYHU��XVHG�9LVD�DQG�5HGLFDUG�$70��WHUP�±LQYHVWPHQW�DFFRXQWVDQG�LQVXUDQFH��7KH�EUDQFK�ZDV�RSHQ�RQO\�IRXU�GD\V�D�ZHHN�����DP�WR���SP��,W�GLG�QRWRSHUDWH�RQ�7XHVGD\V��ZKLFK�VRPH�UHVLGHQWV�VDZ�DV�D�SUREOHP��HVSHFLDOO\� IRU� WUDGLQJDIWHU�ORQJ�ZHHNHQGV�DQG�IRU�VFKRRO�FKLOGUHQ���7KLV�SUREOHP�ZDV�ODWHU�FRUUHFWHG���7KHIULHQGO\� µIDFH� WR� IDFH¶�VHUYLFH� WKH� LQVWLWXWLRQ�RIIHUHG�ZDV�ZLGHO\�DSSUHFLDWHG�DQG� WKH
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FRPPXQLW\�YDOXHG�DQG�UHVSHFWHG�WKH�SURIHVVLRQDO�DSSURDFK�WDNHQ�E\�VWDII��7KH�FUHGLWXQLRQ�ZDV�ZLGHO\�UHJDUGHG�DV�D�ZHOO�UHVSHFWHG��KLJKO\�YLVLEOH�SDUW�RI�WKH�FRPPXQLW\¶VIDEULF�� LQYROYLQJ� ����PHPEHUV� IURP� D� WRZQ� SRSXODWLRQ� RI� ������ �DSSUR[LPDWHO\� ��SHU�FHQW��
2QO\� ������ SHU� FHQW� RI� UHVSRQGHQWV� QRPLQDWHG� WKH� EUDQFK� DV� WKHLU� VROH� ILQDQFLDOLQVWLWXWLRQ�� KRZHYHU��ZLWK�PRVW� UHVSRQGHQWV� KDSS\�ZLWK� H[LVWLQJ� DUUDQJHPHQWV� ZLWKPDMRU�EDQNV�LQ�1DURRPD�RU�%HJD���7KLV�FKDQJHG�DIWHU�WKH�1DURRPD�EDQN�DOVR�FORVHG��$�VLJQLILFDQW�QXPEHU�RI�EXVLQHVV� UHVSRQGHQWV� WKRXJKW� WKH�FUHGLW�XQLRQ�GLG�QRW� FDWHUDGHTXDWHO\� IRU� WKHLU� QHHGV�� QRPLQDWLQJ� EXVLQHVV� KRXUV�� EXVLQHVV� FKHTXH� DFFRXQWV�SD\UROO�VHUYLFHV��XQVXLWDEOH�GHSRVLW�ERRNV��OHDVLQJ�UHTXLUHPHQWV��FRPSHWLWLYH��IOH[LEOHOHQGLQJ�SDFNDJHV�DQG�WKH�DYDLODELOLW\�RI�FRQYHQLHQW�DOWHUQDWLYHV�H�J�� WKH�VXSHUPDUNHW()7326�� DV� UHDVRQV�� &HUWDLQO\�� WKH� VXUYH\� VXJJHVWHG� WKDW� WKH� EXVLQHVV� FRPPXQLW\�ZKLOH� ORRNLQJ� IDYRXUDEO\� XSRQ� WKH� FUHGLW� XQLRQ�� GLG� QRW� VHH� FUHGLW� XQLRQV� DV� WKHSUHIHUUHG�RSWLRQ�IRU�EXVLQHVV�EDQNLQJ��ZLWK�PDQ\�UHVSRQGHQWV�UHPDLQLQJ�µOR\DO¶�WR�WKHPDMRU� EDQNV�� 7KLV�ZDV� VHHQ� WR� EH� FRQVLVWHQW�ZLWK� D�PLVWDNHQ� SHUFHSWLRQ� WKDW� FUHGLWXQLRQV�ZHUH�µFRPPXQLW\¶�RUJDQLVDWLRQV��UDWKHU�WKDQ�µHFRQRPLF¶�RUJDQLVDWLRQV�
7KH�&UHGLW&DUH�SURJUHVV�UHSRUW�QRWHG�WKDW�RYHUDOO�VSHQGLQJ�LQ�WKH�WRZQ�KDG�LQFUHDVHGE\� ��������� SHU� DQQXP� VLQFH� WKH� FUHGLW� XQLRQ� RSHQHG� DQG� VXJJHVWHG� D� VWURQJ� OLQNEHWZHHQ�WKH�DGYHQW�RI�WKH�FUHGLW�XQLRQ��WRZQ�FRQILGHQFH�DQG�LQFUHDVHG�WRZQ�WXUQRYHUDQG�RWKHU�HFRQRPLF�DFWLYLW\�

7KH�RYHUZKHOPLQJ�PDMRULW\�RI� UHVSRQGHQWV� EHOLHYH� WKDW� WKH� FUHGLW� XQLRQ� KDVKDG� D� SRVLWLYH� HIIHFW� RQ� WRZQ� FRQILGHQFH� DQG� WKHUH� LV� VXIILFLHQW� HYLGHQFH� WRFRQFOXGH� WKDW� WKH� SRVLWLYH� HIIHFWV� RI� WKH� FUHGLW� XQLRQ� LQFOXGH� LQFUHDVHGEXVLQHVV�WXUQRYHU�LQ�WKH�WRZQ�
+RZHYHU��/HVWHU�DQG�)RUWHVFXH�FRQFOXGHG�

:KLOH� WKLV� LQIRUPDWLRQ� LV� QRW� UHJDUGHG� DV� WRWDOO\� SUHFLVH�� JLYHQ� WKH� DG� KRFQDWXUH� RI� WKH� UHSOLHV�� LW� LV� D�JXLGH WR� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� VSHQGLQJSDWWHUQV�LQ�WKH�WRZQ�DQG�WKH�HVWDEOLVKPHQW�RI�WKH�FUHGLW�XQLRQ�
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%HUPDJXL�FRPPXQLW\�OHDGHUV�LQWHUYLHZHG�LQ�ILHOGZRUN�IRU�WKLV�UHSRUW�EHOLHYH�WKDW�WKHFUHGLW�XQLRQ�KDV�KHOSHG�µEULQJ�SHRSOH�WRJHWKHU¶�DQG�UHVROYH�WHQVLRQV�EHWZHHQ�WKH�ORFDOWRXULVW�LQGXVWU\�DQG�UHVLGHQWV��ZKR�ZHUH�QRZ�MRLQHG�DV�PHPEHUV�RI�WKH�FUHGLW�XQLRQ�LQD� FRPPRQ� FDXVH�� 7KDW� LV�� WKH� FUHGLW� XQLRQ� KDV� KHOSHG� WR� GHYHORS� D� PRUH� FRKHVLYHFRPPXQLW\��$W�D�SUDFWLFDO�OHYHO�FKDUWHU�RSHUDWRUV��ZKR�ZRXOG�QRW�DFFHSW�FKHTXHV�IURPµIO\� E\� QLJKW¶� WRXULVWV��ZHUH� DEOH� WR� UHVXPH� IXOO� WLPH� RSHUDWLRQV� DIWHU� WKH� LQVWLWXWLRQRSHQHG�� VWLPXODWLQJ� WKH� WRZQ� HFRQRP\� DQG� KHOSLQJ� WR� EXLOG� WKH� UHFUHDWLRQDO� ILVKLQJLQGXVWU\��7KHUH�ZDV� DQ� RYHUDOO� ERRVW� WR� EXVLQHVV� LQ� WKDW� D� VDIH�� FRQYHQLHQW� SODFH� WRGHSRVLW�PRQH\�QRZ�H[LVWHG��VDYLQJ�D�KDOI�GD\�EDQNLQJ�WULS�WR�1DURRPD�RU�%HJD��GRLQJDZD\�ZLWK�VHFXULW\�ZRUULHV�DQG�H[SHQVH��*DUDJH�SURSULHWRUV�QRWHG�D�PDUNHG�SLFN�XS�LQEXVLQHVV� VLQFH� WKH� FUHGLW� XQLRQ� KDG� RSHQHG�� 6HQLRU� FLWL]HQV�ZHUH� GHOLJKWHG�ZLWK� WKHLQVWLWXWLRQ�� VLWXDWHG� EHWZHHQ� WKH� SRVW� RIILFH� DQG� D� FDIH�� ZKLFK� QRZ� VHUYHG� DV� DQLPSRUWDQW�VRFLDO�PHHWLQJ�SODFH��7KH�FUHGLW�XQLRQ�SUHFLQFW�ZDV�D�SODFH�WR�PHHW�IULHQGV�WR� EH� UHFRJQLVHG�� WR� EH� VHHQ� WR� µEH� SD\LQJ� \RXU� ZD\¶�� GRLQJ� EXVLQHVV� LQ� WRZQ� DQGKDYLQJ� D� FKDW�� (YHU\RQH� NQHZ� HYHU\RQH� HOVH� RQ� D� ILUVW� QDPH� EDVLV�� 6HQLRU� FLWL]HQVRIWHQ�EURXJKW� IORZHUV� WR� WKH� ORFDO�VWDII�DQG� WKH\�ZHUH�GHOLJKWHG��7KH�RSHQLQJ�RI� WKHFUHGLW�XQLRQ�KDG�HQJHQGHUHG�D�VHQVH�RI�DFKLHYHPHQW�DQG�EXLOW�FRQILGHQFH��ZKLFK�KDG�DUROO� RQ� HIIHFW�� LQVSLULQJ� RWKHU� SURMHFWV�� 2QH� H[DPSOH� ZDV� D� PDJQLILFHQW� VSRUWVJ\PQDVLXP�� ZKLFK� LQYROYHG� WKH� FR�RSHUDWLRQ� RI� FRPPXQLW\� OHDGHUV�� FRXQFLO�� WKH&KDPEHU� RI� &RPPHUFH�� WKH� &RPPRQZHDOWK� *RYHUQPHQW¶V� :RUN� IRU� WKH� 'ROH6FKHPH��UHWLUHG�EXLOGHUV��WUDGHVPHQ��XQHPSOR\HG�YROXQWHHUV�DQG�7$)(�WUDLQHUV��6LQFHWKH� FUHGLW� XQLRQ� RSHQHG�� WKH� FRPPXQLW\� KDV� DOVR� UDOOLHG� LQ� VXSSRUW� RI� D� 5XUDO7UDQVDFWLRQ� &HQWUH�� LPSURYHPHQWV� WR� WKH� 6XUI� &OXE� DQG� LV� QRZ� FRQVLGHULQJ� D� ERDWODXQFKLQJ�IDFLOLW\�SURSRVDO��0DQ\�RI� WKH�SHRSOH� LQYROYHG� LQ� WKHVH�SURMHFWV�ZHUH�DOVRLQYROYHG�LQ�JHWWLQJ�WKH�FUHGLW�XQLRQ�RII�WKH�JURXQG��7KH�FUHGLW�XQLRQ��SHU�VH��ZDV�QRWUHVSRQVLEOH�IRU�WKHVH�LPSURYHPHQWV�WR�WRZQ�OLIH�DQG�HFRQRPLF�DFWLYLW\��EXW�WKH�VHQVHRI�DFKLHYHPHQW�DQG�WKH�RYHUFRPLQJ�RI�DGYHUVLW\��ZKLFK�ZHUH�SDUW�RI�LWV�FUHDWLRQ��ZHUHNH\�IDFWRUV���
,Q������� WKH�%HUPDJXL�+&8�EUDQFK� UHPDLQV�SULPDULO\� D� µGHSRVLWV¶� EUDQFK�� HQDEOLQJORDQV� WR�EH�PDGH� LQ�RWKHU�DUHDV�ZKHUH�+&8�RSHUDWHV�� VWUHQJWKHQLQJ� DQG�GHYHORSLQJ
�� -DQHWWH�1HLOVRQ��3UHVLGHQW�%HUPDJXL�&KDPEHU�RI�&RPPHUFH��IRUPHU�FRXQFLOORU��%HJD�9DOOH\�6KLUH&RXQFLO�



���

FRPPXQLWLHV�HOVHZKHUH�ZKLOH�SURYLGLQJ�YLWDO� VDYLQJV�DQG� WUDQVDFWLRQ� VHUYLFHV� LQ� WKHWRZQ��$OWKRXJK�ORFDO�ORDQV�DUH�JURZLQJ�VORZO\��D�IHZ�µTXDOLW\¶�ORDQV�H[LVW�
(YHU\RQH� VD\V� WKH� IDFLOLW\� KDV�EHHQ� DQ� RXWVWDQGLQJ� VXFFHVV��1RZ�� DSSUR[LPDWHO\� ��SHU� FHQW� RI� WKH� GLVWULFW¶V� SRSXODWLRQ� LV� D�PHPEHU� DQG� VHYHUDO� WRZQ� EXVLQHVVHV� KDYHVZLWFKHG�WR�WKH�FUHGLW�XQLRQ��7KHUH�KDV�EHHQ�D�UHFHQW�VXUJH�LQ�PHPEHUVKLS�IROORZLQJWKH�FORVXUH�RI�D�1DURRPD�EDQN�� WR�ZKLFK�PDQ\�%HUPDJXL�DFFRXQWV�KDG�PRYHG�DIWHUWKH�FORVXUH�RI�WKH�%HUPDJXL�EDQN�
7KH�%HUPDJXL�5XUDO�7UDQVDFWLRQ�&HQWUH��57&��� WKH�DSSOLFDWLRQ�IRU�ZKLFK�ZDV�DLGHGE\�&UHGLW&DUH��ZLOO�EULQJ� WRJHWKHU�DQ�H[WHQVLYH� UDQJH�RI�VHUYLFHV�XQGHU� WKH�RQH�URRIZLWK� HDV\� FRPPXQLW\� DFFHVV�� IRU� WKH� ILUVW� WLPH�� 7KLV� ZLOO� LQFOXGH� D� QHZ� EXLOGLQJDWWDFKHG�WR�WKH�H[LVWLQJ�FRPPXQLW\�FHQWUH��ZKLFK�ZLOO�KRXVH�FRXQFLO�RIILFHV��D�SXUSRVHEXLOW� OLEUDU\�� D� WRXULVW� LQIRUPDWLRQ� FHQWUH� DQG� DFFHVV� WR� JRYHUQPHQW� VHUYLFHV�SDUWLFXODUO\�IRU�WKH�HOGHUO\��7KH�+RUL]RQ�&UHGLW�8QLRQ�GHFLGHG�QRW�WR�KRXVH�WKH�57&EHFDXVH� LWV� H[LVWLQJ� SUHPLVHV� DUH� QRW� VSDFLRXV� HQRXJK�DQG� EHFDXVH� WKH� FUHGLW� XQLRQZDV�UHOXFWDQW�WR�PRYH�IURP�LWV�ZHOO�SODFHG�ORFDWLRQ�LQ�WKH�EXVLQHVV�FHQWUH��7KHUH�ZDVDOVR� VRPH� LQLWLDO� FRQFHUQ� WKDW� DQ� 57&� FRXOG� LQWURGXFH� D� µEDFN� GRRU¶� HURVLRQ� RIEXVLQHVV�� DIIHFWLQJ� WKH� VPDOO�PDUNHW�� ,QGHHG�� EDQNV� DSSURDFKHG� WKH�57&�FRPPLWWHHEXW� WKH�FRXQFLO� GHFOLQHG� LQ� WKH�EURDGHU�SXEOLF� LQWHUHVW��7KLV� LV� D� JRRG� H[DPSOH� RI� DGHFLVLRQ� EHLQJ�PDGH�ZLWK� FRPPXQLW\� YDOXHV� LQ�PLQG� DQG� QRW� HQWLUHO\� JRYHUQHG� E\FRPPHUFLDO� FRQVLGHUDWLRQV�� +&8� LV� LQYROYHG� ZLWK� WKH� 57&� RQ� D� WKUHH�\HDU� EDVLVSHQGLQJ�SXEOLF�VXSSRUW��7KH�H[LVWHQFH�RI�D�SRVW�RIILFH�JLUR3RVW�QH[W�GRRU�WR�WKH�FUHGLWXQLRQ� KDV� LQWHQVLILHG� FRPSHWLWLRQ�� EXW� KDV� DOVR� µJURZQ¶� WKH� RYHUDOO� PDUNHW� DQGSURYLGHV�PHPEHUV�ZLWK� JUHDWHU� IOH[LELOLW\� LQ� DFFHVVLQJ� FDVK�� 6LPLODUO\�� DFFHVV� WR� DQ$70�WDNLQJ�FUHGLW�XQLRQ�FDUGV�LV�VHHQ�DV�DXJPHQWLQJ�WKH�FUHGLW�XQLRQ¶V�EXVLQHVV��QRWFRPSHWLQJ�DJDLQVW�LW���
�LL�� 'HOHJDWH
�� *HUU\�&ROOLQV��%HJD�$UHD�0DQDJHU�+RUL]RQ�&UHGLW�8QLRQ��-DQHWWH�1HLOVRQ��%HUPDJXL�&KDPEHU�RI&RPPHUFH��0DUJDUHW�/HVWHU�DQG�&DWK\�)RUWHVFXH��%HUPDJXL��3URJUHVV�5HSRUW��0D\�������7KHVXUYH\�PDLO�RXW�������ZDV�VHYHUHO\�FXUWDLOHG�E\�$XVWUDOLD�3RVW¶V�SROLF\�RI�QRW�GHOLYHULQJ�XQDGGUHVVHGµMXQN¶�PDLO�WR�KRXVHKROGV��2QO\�QLQHW\�ILYH�UHVSRQVHV�ZHUH�UHFHLYHG��D�SRRU�UHWXUQ��$�GRRU�NQRFN�RIKRXVHKROGV�DQG�EXVLQHVVHV������ZDV�PRUH�VXFFHVVIXO�DQG�YLUWXDOO\�HYHU\RQH�FRQWDFWHG�ZDV�UHVSRQVLYH±�DQG�SRVLWLYH�



���

7KH�WRZQVSHRSOH�RI�'HOHJDWH�ZHUH�YLUWXDOO\�XQDQLPRXV�LQ�-XO\������ZKHQ�&UHGLW&DUH)LHOG�2IILFHU�&DWK\�)RUWHVFXH�FRQGXFWHG�D�SHUIRUPDQFH�VXUYH\�RI�WKH�FUHGLW�XQLRQ�LQWKDW� WRZQ� �� ��� RI� WKH� ��� UHVSRQGHQWV� DQVZHUHG� µ\HV¶� WR� WKH� TXHVWLRQ� µ+DV� WKHHVWDEOLVKPHQW�RI�D�FUHGLW�XQLRQ�KDG�D�SRVLWLYH�LPSDFW�RQ�'HOHJDWH"¶
'HOHJDWH�FRPPXQLW\�OHDGHUV�LQWHUYLHZHG�LQ������IRU�$&&25'�ZHUH�DGDPDQW�WKDW�WKHFUHGLW�XQLRQ�µWXUQHG�DURXQG¶�WKH�PRUDOH�RI�WKH�WRZQ��ZKLFK�KDG�EHHQ�YHU\�ORZ��7KH\ZHUH�GHHSO\�PRYHG�E\�WKH�IDFW�WKDW�3LFFRO�&UHGLW�8QLRQ��DQ�µRXWVLGH¶�LQVWLWXWLRQ��µKDGIDLWK�LQ�XV¶��%HIRUH��EXVLQHVV�KDG�EHHQ�JRLQJ�EDFNZDUGV�DQG�WKH�VFKRRO�SRSXODWLRQ�ZDVVKULQNLQJ�� /DWHO\�� WKH� WRZQ� KDV� EHHQ� H[SHULHQFLQJ� D� VORZ� WXUQ� DURXQG�� 7KH� ORFDOHFRQRP\�LV�EHQHILWLQJ�IURP�D�QHZ�VRIW�ZRRG�WLPEHU�LQGXVWU\��ZRRO�SULFHV�DUH�SLFNLQJXS��UHFRUG�SULFHV�DUH�EHLQJ�IHWFKHG�IRU�EHHI�DQG�ODPE�DQG�D�YHU\�LPSUHVVLYH�0XOWLSOH3XUSRVH�6HUYLFHV�&HQWUH�KDV�EHHQ�GHYHORSHG�LQ�WKH�WRZQ��SURYLGLQJ�PHGLFDO��KRVSLWDO�FRQYDOHVFHQW� DQG� RWKHU� FRPPXQLW\� VHUYLFHV�� 7KHVH� GHYHORSPHQWV� REYLRXVO\� DUH� QRWEHFDXVH RI� WKH� FUHGLW� XQLRQ� EXW� WKH� IDFW� WKDW� WKH� LQVWLWXWLRQ� H[LVWV� PHDQV� WKDW�PRUHHFRQRPLF� DFWLYLW\� VWD\V� LQ� WKH� WRZQ� DQG� GRHV� QRW� WULFNOH� HOVHZKHUH�� &RPPXQLW\OHDGHUV�EHOLHYH�WKH�FUHGLW�XQLRQ�KDV�KHOSHG�D�PRUH�FRKHVLYH�ORFDO�HFRQRP\�WR�GHYHORS�DWWUDFWLQJ�FURVV�ERUGHU� LQYROYHPHQW� IURP�VXUURXQGLQJ�ZRRO�DQG� WLPEHU� FRPPXQLWLHVDW�%HQGRF��%RQDQJ�DQG�7XEEXW��(YHQ� VRPH�EXVLQHVV�� GLVHQFKDQWHG�ZLWK�EDQNV��ZDVEHLQJ� DWWUDFWHG� EDFN� IURP� %RPEDOD�� ,Q� 1RYHPEHU� ������ WKH� FUHGLW� XQLRQ� KDG� ���PHPEHUV�DQG�ZDV�DWWUDFWLQJ�QHZ�PHPEHUV�DW�WKH�UDWH�RI�����SHU�PRQWK���
�LLL� &UHGLW&DUH�FUHGLW�XQLRQV�DQG�HFRQRPLF�DFWLYLW\
&UHGLW�XQLRQV�LQ�%HUPDJXL�DQG�'HOHJDWH�KDYH�ERWK�DWWUDFWHG�VWURQJ�VXSSRUW�IURP�ORFDOFRPPXQLW\� RUJDQLVDWLRQV�� WDNLQJ� GHSRVLWV� IURP� VPDOO� JURXSV� VHHNLQJ� IUHH� ILQDQFLDODGYLFH� DQG� D� VDIH� SODFH� ZLWK� D� IDLU�� IHH�IUHH� UHWXUQ� IRU� IXQGV�� ,Q� %HUPDJXL� PRVWFRPPXQLW\� JURXSV� GHSRVLW� IXQGV� LQ� WKH� FUHGLW� XQLRQ�� 7KH� &RXQWU\� &OXE� LV� D�PDMRUSD\UROO�GHSRVLWRU��YDULRXV�RWKHU�EXVLQHVVHV�DQG�LQGXVWULHV�FLUFXODWH�ZDJHV�WKURXJK�WKHLQVWLWXWLRQ�� HVSHFLDOO\� LQ� WKH� WRXULVP� DQG� KRVSLWDOLW\� LQGXVWULHV�� $W� 'HOHJDWH�� WKH
�� 1DWDOLH�$UPVWURQJ��*ORULD�&RWWHULOO��-RH�:DOFRWW��'HOHJDWH�3URJUHVV�$VVRFLDWLRQ��&DWK\�)RUWHVFXH�3HUIRUPDQFH�6XUYH\�'HOHJDWH��-XO\������



���

3URJUHVV� $VVRFLDWLRQ�� 3DUHQWV� DQG� &LWL]HQV� $VVRFLDWLRQ�� &RXQWU\� &OXE�� SUH�VFKRRO�&ULFNHW�&OXE�� µIRRW\¶�WLSSLQJ�FOXE�� VFKRRO� IRRWEDOO� DQG�QHWEDOO� WHDPV��$QJOLQJ�&OXE�7HQQLV� &OXE��+LVWRULF� &RPPLWWHH�� 5LYHU�&RPPLWWHH�� 6KRZ� 6RFLHW\�� 6FKRRO� RI� $UWV&RPPLWWHH��5HG�&URVV��%XVK�)LUH�%ULJDGH��/DQG&DUH�*URXSV�DQG�/HJDF\�VXSSRUW�WKHFUHGLW�XQLRQ�ZLWK�EXVLQHVV��$GYDQWDJH�&UHGLW�8QLRQ�LQ�WXUQ�ILQDQFLDOO\�VXSSRUWV�WKHVHRUJDQLVDWLRQV�
(YLGHQFH�FRQILUPLQJ�D�QHFHVVDU\�OLQN�EHWZHHQ�WKH�DGYHQW�RI�D�&UHGLW&DUH�IDFLOLW\�LQ�DµQR� EDQN¶� WRZQ� DQG� LPSURYHG� WRZQ� HFRQRPLF� DFWLYLW\�� KRZHYHU�� UHPDLQV� ODUJHO\DQHFGRWDO� DQG� LW�ZRXOG�EH�SUHPDWXUH� WR� DVVXPH� WKDW�RQH� H[LVWV�� ,W�ZRXOG�EH� HTXDOO\WHQGHQWLRXV� WR�DVVXPH� WKH�FRQWUDU\��KRZHYHU�� LQ� WKH�DEVHQFH�RI�D� ULJRURXV�HFRQRPLFDQDO\VLV�� ZKLFK� DOVR� GRHV� QRW� H[LVW�� :H� VLPSO\� GR� QRW� NQRZ� ZKHWKHU� LQFUHDVHGHFRQRPLF�DFWLYLW\�LQ�%HUPDJXL��'HOHJDWH�RU�RWKHU�&UHGLW&DUH�WRZQV�LV�VROHO\��SDUWO\�RUQRW�DW�DOO�DWWULEXWDEOH� WR�DQ�LQVWLWXWLRQ¶V�DFWLYLWLHV��,W�ZRXOG�EH�UHDVRQDEOH� WR�DVVXPH�KRZHYHU�� WKDW� WKH�%HUPDJXL� DQG�'HOHJDWH� LQVWLWXWLRQV�KDYH�SOD\HG�D�SRVLWLYH� UROH� LQWKH� WRZQV¶� LPSURYHG� HFRQRPLF� SHUIRUPDQFH� DQG� H[WUHPH� WR� DOOHJH� WKDW� LW� KDVQ¶W�&RQYHUVDWLRQV�ZLWK�WRZQVIRON�VWUHQJWKHQ�WKLV�YLHZ�
:KHWKHU�WKH�SRVLWLYH�HFRQRPLF�LPSDFW�LV�DWWULEXWDEOH�WR� WKH�FR�RSHUDWLYH�VWUXFWXUH�RIWKH� LQVWLWXWLRQ� LV� HTXDOO\� SUREOHPDWLFDO� DQG� LV� QRW� PDGH� DSSDUHQW� E\� &UHGLW&DUHUHSRUWV��'LVFXVVLRQ�ZLWK�UHVLGHQWV��KRZHYHU��VXJJHVWV�WKDW�WKH�VHOI�KHOS�SKLORVRSK\ RIWKHVH�GHPRFUDWLF�RUJDQLVDWLRQV��UHIOHFWLQJ�FRPPXQLWLHV¶�FRQFHUQV�IRU�WKH�JUHDWHU�JRRG�LV�LPSRUWDQW�WR�WKHP��PRUH�VR�WKDQ�VWUXFWXUH��DERXW�ZKLFK�WKH\�VHHP�WR�NQRZ�DQG�FDUHOLWWOH��7UXVW�LV�KLJKO\�YDOXHG�LQ�WKHVH�FRPPXQLWLHV�DQG�WKH�IDFWV�WKDW�FUHGLW�XQLRQV�DUHPHPEHU�RZQHG�LQVWLWXWLRQV��LV�VHHQ�DV�LPSRUWDQW�
��� :KDW� GRHV� WKH� &UHGLW&DUH� H[SHULHQFH� WHOO� XV� DERXW� WKH� FDSDFLW\� RURWKHUZLVH� RI� FR�RSHUDWLYH� ILQDQFLDO� LQVWLWXWLRQV� WR� PHHW� QHHG� LQGHSUHVVHG�VPDOO� FRPPXQLWLHV�YLV� D� YLV RWKHU� ILQDQFLDO� LQVWLWXWLRQV"�:KDWZRXOG�EH�JDLQHG�E\�D�PRUH�H[WHQVLYH�YLVLW� WR�D� WRZQ� WR� LQTXLUH� LQWR� WKLVTXHVWLRQ"



���

0DUJDUHW� /HVWHU� EHOLHYHV� WKDW� FUHGLW� XQLRQV�� ZKLFK� DUH� PHPEHU� RZQHG� LQVWLWXWLRQV�KDYH�PRUH�IOH[LELOLW\�LQ�PDQ\�ZD\V�WKDQ�µIRU�SURILW¶�RUJDQLVDWLRQV�EHFDXVH�µZH�GR�QRWKDYH� WR� UHZDUG� LQYHVWRU� VKDUHKROGHUV¶�� 1HYHUWKHOHVV�� WKH� ILHOG� RIILFHU� FRQWLQXHV�FRPPXQLWLHV�ZHUH�LQ�WKH�PDLQ�VLPSO\�VHHNLQJ�ILQDQFLDO�VHUYLFHV��DQG�WKH�VWUXFWXUH�ZDVQRW�SDUWLFXODUO\�LPSRUWDQW�DOWKRXJK�WKH�LGHD�RI�VHOI�KHOS ZDV��EHFDXVH�LQ�PDQ\�FDVHV�WKH\�GLG�QRW�WUXVW�RXWVLGH�KHOS��7KH�IDFW�WKDW�&UHGLW&DUH�ZDV�WKHUH�WR�DVVLVW�D�VHOI�KHOSLQLWLDWLYH�ZDV�SURRI�LQ�LWVHOI�WKDW�FUHGLW�XQLRQV�ZHUH�GLIIHUHQW��DQG�WKDW�ZDV�VXIILFLHQW�DEDVLV�XSRQ�ZKLFK�WR�EXLOG�WUXVW�
,Q�UHVSRQVH�WR�WKLV�TXHVWLRQ�7RP�:DWVRQ�VDLG�

6XFK�FRPPXQLWLHV�ZLOO�HQWKXVLDVWLFDOO\�HPEUDFH� WKH�FR�RSHUDWLYH�PRGHO��&R�RSHUDWLRQ�LV�LQ�WKHLU�JHQHV��IRU�ZLWKRXW�LW�WKH\�ZRXOG�QHYHU�KDYH�VXUYLYHG�WKHULJRXUV�RI�OLIH�LQ�UXUDO�$XVWUDOLD��7KH\�QR�ORQJHU�IHHO�WKH�PDMRU�EDQNV�DUH�IRUWKHP��EXW�FDQ�TXLFNO\�DGRSW�D�FUHGLW�XQLRQ�DV�EHLQJ�µP\�FUHGLW�XQLRQ¶�UDWKHUWKDQ�µWKH�FUHGLW�XQLRQ¶��7KH�VKDUHKROGHU��PHPEHU�FRQFHSW�ZDV�D�UHDO�ZLQQHU�
7KH�&UHGLW&DUH�H[SHULHQFH�GHPRQVWUDWHG�FUHGLW�XQLRQV�FDQ�GHOLYHU�WKH�UDQJHRI�ILQDQFLDO�VHUYLFHV�WKHVH�FRPPXQLWLHV�QHHG�DQG�FDQ�GR�LW�PRUH�HIILFLHQWO\��DWORZHU� FRVW� �JHQHUDOO\��� DQG� LQ� WKH� IULHQGO\� IDFH�WR�IDFH� PDQQHU� WKDW� LV� WKHDFFHSWHG�ZD\�RI�GRLQJ�EXVLQHVV�LQ�WKHVH�FRPPXQLWLHV�
$�YLVLW�WR�RQH�RI�WKHVH�WRZQV�ZRXOG�FRQILUP�ERWK�RI�WKH�DERYH�SRLQWV��ZLWK�WKHUHPRWH�WRZQ�RI�0XQJLQGL�EHLQJ�D�JUHDW�H[DPSOH��,W�KDV�EHFRPH�D�FUHGLW�XQLRQWRZQ��DQG�RQH�ZKLFK�KDV�DSSOLHG�WKH�SULQFLSOH�RI�VHOI�KHOS�WR�RWKHU�YHQWXUHV�LWKDV�XQGHUWDNHQ�VLQFH�LWV�FUHGLW�XQLRQ�EUDQFK�RSHQHG�

%HUPDJXL�FRPPXQLW\�OHDGHU�-DQHWWH�1HLOVRQ�EHOLHYHV�WKDW�µWKH�FR�RSHUDWLYH�QDWXUH�RI+RUL]RQ�&UHGLW�8QLRQ�>%HUPDJXL�%UDQFK@� LV� LQGLFDWLYH�RI�ZKDW� WKH� WRZQ�LV�DERXW�²WKH� WRZQ� FDQQRW� VXUYLYH� ZLWKRXW� FR�RSHUDWLRQ� DQG� LW� LV� WKH� VDPH� LQ� DOO� UXUDOFRPPXQLWLHV�¶



���

'HOHJDWH�FRPPXQLW\�OHDGHUV�ZHUH�JUHDWO\�LPSUHVVHG�E\�WKH�KRVW�FUHGLW�XQLRQ¶V�VRFLDOO\UHVSRQVLEOH� EHKDYLRXU� DQG� E\� µFUHGLW� XQLRQ� SHRSOH¶� IURP� FLWLHV� LQYROYHG� LQ� WKHSURMHFW¶V� GHYHORSPHQW�� 7KH� IHHOLQJ� ZDV� WKDW� D� SKLORVRSKLFDO� HPSDWK\� H[LVWHG�WUDQVFHQGLQJ� WKH� XUEDQ�UXUDO� GLYLGH�� $W� 'HOHJDWH�� WKH� HQWLUH� FRPPXQLW\�� QRW� MXVWPHPEHUV�� LV� LQYLWHG� WR�DQ�DQQXDO� µELUWKGD\�SDUW\¶�WR�FHOHEUDWH� WKH�GD\� WKH� LQVWLWXWLRQFDPH�WR�WRZQ��7KH�FUHGLW�XQLRQ�RUJDQLVHV�VFKRRO�HYHQWV��OXQFKHRQV��DQG�EDUEHFXHV�DQGSURYLGHV� UHDG\� DFFHVV� WR� ILQDQFLDO� DGYLFH� RQ� WKH� PDLQ� VWUHHW�� ,W� EHKDYHV� DV� DUHVSRQVLEOH�FRUSRUDWH�FLWL]HQ�DQG�GRHV�QRW� µSXVK¶� SURGXFWV�ZKLFK�PLJKW�FROOLGH�ZLWKH[LVWLQJ� EXVLQHVV� LQWHUHVWV�� $Q� XQVSRNHQ� DJUHHPHQW� H[LVWV� WR� FR�RSHUDWH LQ� WKHLQWHUHVWV�RI�EURDGHU�FRPPXQLW\�ZHOO�EHLQJ��UDWKHU� WKDQ� WR�SXUVXH�VHOI�LQWHUHVW��:KLOHWKH�EXVLQHVV�FRPPXQLW\��ZLWK� IHZ�H[FHSWLRQV�� VWLOO� GRHV�QRW� GLUHFW� EXVLQHVV� WKURXJKWKH�FUHGLW�XQLRQ��D�JUHDW�GHDO�RI�LQIRUPDO�FR�RSHUDWLRQ�RFFXUV�LQYROYLQJ�DOO�VHFWLRQV�RIWKH�FRPPXQLW\��LQFOXGLQJ�EXVLQHVV�SHRSOH�
$V�WR�WKH�GHPRFUDWLF�QDWXUH�RI�WKH�'HOHJDWH�$GYDQWDJH�&UHGLW�8QLRQ�EUDQFK��OHDGHUVVDLG� WKDW� HOHFWLRQV� IRU� WKH� �IRUPHUO\� 3LFFRO�� ERDUG� ZHUH� FHQWUHG� LQ� 0HOERXUQH� DQGORFDOV�KDG�QR�LGHD�IRU�ZKRP�WKH\�ZHUH�YRWLQJ��+RZHYHU��WKH�FRPPXQLW\�ZDV�KDSS\�WRWUXVW� WKH� FUHGLW� XQLRQ�PDQDJHU� WR� DGYLVH� WKHP�� EHFDXVH� VKH� ZDV� D� ORFDO� ZRPDQ�� $/RFDO�$UHD�&RPPLWWHH�IXQFWLRQHG�IRU�D�ZKLOH�DIWHU�WKH�FUHGLW�XQLRQ�RSHQHG�WR�HQVXUHORFDO� LQSXW��RUJDQLVLQJ�WKH�DQQXDO�GDQFH�IRU�H[DPSOH��EXW�DJDLQ� WKHVH�IXQFWLRQV�KDYHEHHQ� HQWUXVWHG� WR� WKH�PDQDJHU�� 2Q� D� OLJKWHU� QRWH�� QRW� WR� EH� RXWGRQH� E\� %HUPDJXL�ZKHUH�ODGLHV�EULQJ�VWDII�IORZHUV��LQ�'HOHJDWH�$&8�SHUVRQQHO�FODLP�LW�LV�WKH�PHQ ZKREULQJ�WKHP�IORZHUV�
7KH�$&8�FUHGLW�XQLRQ�EUDQFK�PDQDJHU��0HULO\Q�0DWWKHZV��IRUPHUO\�D�PDQDJHU�RI�WKHEDQN� ZKLFK� DEDQGRQHG� WKH� WRZQ�� KDV� µZRUNHG� LQ� WKH� VDPH� URRP� IRU� WZHQW\�VHYHQ\HDUV¶��6KH�KDV�QRWHG�D�µEHIRUH�DQG�DIWHU¶�HIIHFW� LQ� WKH�WRZQ��0DWWKHZV�DQG�KHU�VWDIIDUH� FRQVFLRXV� WKDW� WKH� µSHUVRQ� RQ� WKH� RWKHU� VLGH� RI� WKH� GHVN� LV� WKH� RZQHU� RI� WKHRUJDQLVDWLRQ¶�� QRW� VRPHRQH� LQ� 6\GQH\� RU� 0HOERXUQH�� 6KH� VHHV� KHU� WDVN� QRZ� DVµNHHSLQJ�PHPEHUV�VDWLVILHG¶��QRW�JHQHUDWLQJ�SURILWV�IRU� LQYLVLEOH�VKDUHKROGHUV��6KH� LVFRQVWDQWO\� LQ� FRQWDFW� ZLWK� WKH� RZQHUV�� PHHWLQJ� WKHP� HYHU\ZKHUH� DURXQG� WRZQ� DQGH[FKDQJLQJ� LGHDV� ZLWK� WKHP� DERXW� SURGXFWV� DQG� VHUYLFHV�� 6KH� LV� FORVH� WR� WKHFRPPXQLW\�DQG�DOZD\V�UHFUXLWLQJ�QHZ�PHPEHUV�LQ�KHU�VRFLDO�DQG�EXVLQHVV�DFWLYLWLHV�



���

0DWWKHZV� QRWHG� WKDW� ZKHQHYHU� EDQNV� DQQRXQFH� UHFRUG� SURILWV�� RU� PRUH� IHHV� RUFORVXUHV��WKHUH�LV�D�VXUJH�RI�DSSOLFDWLRQV�IRU�PHPEHUVKLS�RI�WKH�FUHGLW�XQLRQ���
+&8�%HJD�$UHD�0DQDJHU�*HUU\�&ROOLQV�VDLG� WKDW�ZKLOH�EDQNV�DQG�FUHGLW�XQLRQV�DUHEXVLQHVVHV� SURYLGLQJ� EHVW� TXDOLW\� SURGXFWV� ZLWK� LQWHJULW\�� WKH\� HPERG\� FRPSOHWHO\GLIIHUHQW�PRWLYDWLRQV��SURILW�DQG�VHUYLFH��UHVSHFWLYHO\��µ:H�OLYH�IRU�RXU�PHPEHUV�DQGWKURXJK� SURWHFWLQJ� PHPEHUV� ZH� SURWHFW� RXUVHOYHV�¶� 6RPH� FUHGLW� XQLRQ� PDQDJHUVLQWHUYLHZHG� EHOLHYH� WKDW� FUHGLW� XQLRQV� FDQ� GR� HYHU\WKLQJ� D� EDQN� FDQ� GR�� EHWWHU� DQGFKHDSHU�� :KLOH� WKH\� FDQQRW� PDWFK� EDQN� LQWHUHVW� UDWHV�� ODFN� H[SHULHQFH� LQ� EXVLQHVVOHQGLQJ�� IDFH� UHJXODWRU\� EDUULHUV� DQG� FDQQRW� LVVXH� EDQN� FKHTXHV� LQ� WKHLU� RZQ� ULJKW�FUHGLW�XQLRQV�GR�KDYH�IHZHU�IHHV�WKDQ�EDQNV�DQG�JHQHUDOO\�DUH�DEOH�WR�GHOLYHU�VHUYLFHVTXLFNHU� DQG� RIIHU� PHPEHUV� IUHH� ILQDQFLDO� SODQQLQJ� VHPLQDUV� DQG� DGYLFH�� $QRWKHUIRUPHU� PDQDJHU� ZLWK� D� FRUSRUDWH� EDFNJURXQG� ZDV� QRW� VR� VXUH�� FLWLQJ� UHJXODWRU\FRPSOLDQFH��WHFKQRORJLFDO�DQG�µFXOWXUDO¶�IDFWRUV��ZKLFK�KDPSHUHG�SHUIRUPDQFH�
$OO� LQWHUYLHZHHV� DJUHHG� WKDW� &UHGLW&DUH� FUHGLW� XQLRQV� DUH� SHUFHLYHG� WR� EH� µKRPHJURZQ¶� IULHQGO\� LQVWLWXWLRQV�ZKLFK�� JHQHUDOO\�� VXSSO\�PHPEHUV�ZLWK� HYHU\WKLQJ� WKH\ZDQW� LQ� WKH�ZD\�RI� ILQDQFLDO� VHUYLFHV� DQG�ZLOO� JR� RXW� RI� WKHLU�ZD\� WR� EH� IOH[LEOH� LQDUUDQJLQJ� WKLV��7KH\� DUH� VHHQ� WR� EH� FORVH� WR� WKH� FRPPXQLW\� DQG� XQGHUVWDQG� D� VPDOOWRZQ¶V�QHHG�IRU�SULYDF\��SHUVRQDO�VHUYLFH�DQG�µRZQHUVKLS¶���
��� :KDW� DUH� WKH� (VVHQWLDO� 'LIIHUHQFHV� EHWZHHQ� &UHGLW� 8QLRQV� DQG&RPPXQLW\�%DQNV"
,W�LV�DUJXDEOH�WKDW�ERWK�WKH�&UHGLW&DUH�DQG�FRPPXQLW\�EDQN�GHYHORSPHQW�PRGHOV�DUHEDVHG�RQ�VHOI�KHOS��&UHGLW�XQLRQ�SHUVRQQHO�LQWHUYLHZHG�IRU�WKH�SUHVHQW�VWXG\��KRZHYHU�ZHUH�XQDQLPRXV�WKDW�FUHGLW�XQLRQV�DUH�DERXW�SURYLGLQJ�YLDEOH�VHUYLFHV�WR�PHPEHUV�RQD� µQRW� IRU� SURILW¶� EDVLV�� UDWKHU� WKDQ� H[SORLWLQJ� D� QLFKH� RSSRUWXQLW\� IRU� VKDUHKROGHUYDOXH�� DV� FRPPXQLW\� EDQNV� GR�� ,Q� SUDFWLFH�� &UHGLW&DUH� VHOI�KHOS� LQLWLDWLYHV� KDYHLQYROYHG�PRUH�YROXQWDU\�DQG�RWKHU�LQ�NLQG�LQSXWV�WKDQ�FDSLWDO�LQYHVWPHQWV�SHU�VH��IRU
�� 1DWDOLH�$UPVWURQJ��*ORULD�&RWWHULOO��'HOHJDWH�3URJUHVV�$VVRFLDWLRQ��0HULO\Q�0DWWKHZV��0DQDJHU$GYDQWDJH�&UHGLW�8QLRQ�'HOHJDWH��� *HUU\�&ROOLQV��%HJD�$UHD�0DQDJHU��+RUL]RQ�&UHGLW�8QLRQ��0HULO\Q�0DWWKHZV��0DQDJHU�$GYDQWDJH&UHGLW�8QLRQ��'HOHJDWH��$DINH�%DUNODQG�IRUPHU�0DQDJHU�+RUL]RQ�&UHGLW�8QLRQ�%HUPDJXL�%UDQFK�
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WKH�FUHDWLRQ�RI� ILQDQFLDO� VHUYLFHV��1HYHUWKHOHVV�� µQR�EDQN¶� FRPPXQLWLHV��ZKLFK�KDYHWKH�FDSDFLW\�WR�PDNH�D�PDMRU�LQYHVWPHQW�LQ�IXOO�EDQN�VHUYLFHV��KDYH�VLQFH������KDG�WKHFKRLFH�RI�D�FRPPXQLW\�EDQN�DQG�KDYH�EHHQ�WDNLQJ�WKDW�RSWLRQ�LQ�QXPEHUV�
:KLOH�FRPPXQLW\�EDQNV��SDWHQWO\��DUH�EHFRPLQJ�SRSXODU��DQG�VRPH�FRPPXQLWLHV�KDYHDFWXDOO\�UHMHFWHG�WKH�FUHGLW�XQLRQ�RSWLRQ�LQ�WKHLU�IDYRXU��0DUJDUHW�/HVWHU�QRWHV�WKDW�WKLVWHQGV� WR� EH� LQ� PRUH� DIIOXHQW� DUHDV�� )RU� H[DPSOH�� LQ� ����� &UHGLW&DUH� FRQGXFWHGUHVHDUFK�DQG�KDG�D� VPDOO�FUHGLW�XQLRQ� LQWHUHVWHG� LQ�RSHQLQJ� D�EUDQFK� LQ�0LQ\LS� DQG5XSDQ\XS� LQ� 9LFWRULD�� EXW� WKH� FRPPXQLW\� GHFLGHG� WR� GHYHORS� DQ� DJHQF\� RI� WKH%HQGLJR� %DQN�� ZKLFK� ZDV� DEOH� WR� SURYLGH� D� ZLGHU� UDQJH� RI� VHUYLFHV�� &UHGLW&DUHDVVLVWHG� WKH� FRPPXQLW\� E\� KDQGLQJ� RYHU� WKH� UHVHDUFK� WR� OHDGHUV� RI� WKLV� ZHDOWK\�FRQILGHQW� FRPPXQLW\�� HYHQ� WKRXJK� D� GLVDSSRLQWHG� SURVSHFWLYH� FUHGLW� XQLRQ� KRVWEHOLHYHG�LW�KDG�PXFK�WR�RIIHU�
/HVWHU� REVHUYHV� WKDW� FRPPXQLW\� EDQNV� VHHP� WR� EH� GULYHQ� E\� VWURQJ� OHDGHUV�� VLQJOHµGULYHUV¶��PRUH�VR�WKDQ�WKH�&UHGLW&DUH�FR�RSHUDWLYHV��ZKLFK�UHOLHG�PRUH�RQ�JUDVV�URRWVQHWZRUNV��'LIIHUHQW�FRPPXQLWLHV�IDYRXU�GLIIHUHQW�DSSURDFKHV�� ,Q�%RRURZD�16:��IRUH[DPSOH�� D� IHZ� DUWLFXODWH� LQGLYLGXDOV� KDYH� SURPRWHG� WKH� FRPPXQLW\� EDQN� LGHDDOWKRXJK�RSLQLRQ� LV� VSOLW� DQG� D� VPDOO� FUHGLW� XQLRQ� IDFLOLW\� DOUHDG\� H[LVWV� LQ� EXVLQHVVSUHPLVHV�� µ,W�ZLOO�EH� LQWHUHVWLQJ� WR�REVHUYH� WKH� IXQFWLRQLQJ�RI� WKH� WZR� LQVWLWXWLRQV� LQWKLV�WRZQ¶��/HVWHU�FRQFOXGHV�
&RPPXQLW\�EDQNV�KDYH�EHFRPH�SRSXODU�LQ�D�VKRUW�WLPH�EXW�WKH\�DUH�QRW�VXLWHG�WR�DOOFRPPXQLWLHV� DQG� LW� LV� VWLOO� WRR� HDUO\� WR� NQRZ� KRZ� WKH\� ZLOO� GHYHORS�� :KLOH� WKH&UHGLW&DUH� PRGHO� GLG� LQYROYH� D� FRPPXQLW\� LQ� VRPH� H[SHQVH�� QRUPDOO\� WKURXJK� DFRXQFLO¶V�ILQDQFLDO�VXSSRUW�DQG�RWKHU�VXEVLGLHV��WKHVH�FRVWV�ZHUH�QHJOLJLEOH�FRPSDUHGZLWK�D�FRPPXQLW\�EDQN��/LNH�D�FUHGLW�XQLRQ��FRPPXQLW\�EDQN�VKDUHKROGHUV�DUH�OLPLWHGWR�RQH�YRWH��EXW��XQOLNH�FUHGLW�XQLRQV��GHSRVLWRUV�DUH�QRW�QHFHVVDULO\�VKDUHKROGHUV��$OVRXQOLNH�FUHGLW�XQLRQV��FRPPXQLW\�EDQN�VKDUHKROGHUV�FDQ�QRPLQDWH�WR�KDYH�LQYHVWPHQWVUHSDLG� IURP�SURILWV� DQG�YHVWHG� LQ� WKH�EDQN�RU�\LHOG�GLYLGHQGV��&UHGLW�XQLRQV�DUH�QRWJHDUHG�IRU�SURILW�VKDULQJ�EXW�IRU�VHUYLFH�WR�PHPEHUV��,W�UHPDLQV�WR�EH�VHHQ�WR�VHH�KRZFRPPXQLW\� EDQNV� ZLOO� EHKDYH� LQ� UXUDO� FHQWUHV� LQ� SHULRGV� RI� LQGXVWU\� GRZQWXUQ� RUUHVWUXFWXUH�� QDWXUDO� GLVDVWHU�� RU�ZKHQ� VXEMHFW� WR� GHSRSXODWLRQ� RU� UHJLRQDOLVDWLRQ�� IRU



���

H[DPSOH�� 3UHYLRXVO\�� LQ� VXFK� FLUFXPVWDQFHV�� PDMRU� EDQNV� FRXOG� PDNH� ILQDQFHDFFHVVLEOH� IURP� H[WHUQDO� VRXUFHV�� SURYLGLQJ� VRPH� LQVXODWLRQ� DJDLQVW� IOXFWXDWLRQV� ±XQWLO�WRZQV�EHFDPH�ORZ�SURILW�FHQWUHV�DQG�ZHUH�DEDQGRQHG��WKDW�LV��7KH�GXDO�IXQFWLRQVRI� YLDEOH� EDQNLQJ� ZLWK� SURILW� VKDUH�� QRZ� VHUYHG� E\� %HQGLJR� %DQN� LQ� VRPHFRPPXQLWLHV��KDYH�QRW�\HW�EHHQ�WHVWHG�RYHU�WLPH�
+&8� %HJD� $UHD� 0DQDJHU� *HUU\� &ROOLQV� LV� FRQYLQFHG� WKDW� FRPPXQLW\� EDQNV� DUHµWRWDOO\� RSSRVLWH¶� WR� WKH� FUHGLW� XQLRQ� PRGHO�� UHIHUULQJ� WR� VXEVWDQWLDO� XS�IURQW� FRVWVZKLOH�µFUHGLW�XQLRQV�LQ�WKH�&UHGLW&DUH�SURJUDP�GLG�QRW�FRVW�FRPPXQLWLHV�D�FHQW¶��DSDUWIURP� FRXQFLO� LQYHVWPHQWV� DQG� FRPPXQLW\� GRQDWLRQV�� &UHGLW� XQLRQV� DUH� µQRW� DERXWVHUYLQJ�VHOI�LQWHUHVW�� WKH\�H[LVW� WR�VHUYH�PHPEHUV¶� LQWHUHVWV�DQG� WR� WKLV�H[WHQW�KDYH�DFRPPXQLW\¶V�LQWHUHVWV�DW�WKH�KHDUW�RI�RSHUDWLRQV¶��&ROOLQV�EHOLHYHV��µ%DQNV�� LQFOXGLQJFRPPXQLW\� EDQNV�� H[LVW� XOWLPDWHO\� WR� VHUYH� WKH� VHOI�LQWHUHVW� RI� FXVWRPHUV� DQGVKDUHKROGHUV� DQG� SDWHQWO\� GR� WKLV� ZHOO�� 7KH\� GR� QRW� H[LVW� IRU� RYHUDOO� FRPPXQLW\ZHOIDUH�¶
:KDW�VWULNHV�RQH�DERXW�WKH�OLWHUDWXUH�SURPRWLQJ�FRPPXQLW\�EDQNV�LV�KRZ�VLPLODU�LW�LVWR� HDUOLHU� &UHGLW&DUH� PDWHULDO�� 7KH� VDPH� FODLPV� DERXW� FDULQJ�� FRPPXQLW\LQYROYHPHQW�� LQFUHDVLQJ� FRQILGHQFH�� UHWDLQLQJ� IXQGV� LQ� WKH� FRPPXQLW\�� VKDULQJ� WKHEHQHILWV� DQG� LPSURYHG� HFRQRPLF� SHUIRUPDQFH� DUH� WKHUH�� :KDW� LV� RGG� DERXW� LW�KRZHYHU��DUH�FODLPV�WKDW�FRPPXQLW\�EDQNV�UHSUHVHQW�D�µQHZ�ZD\�RI�WKLQNLQJ�WR�VHUYLFHWKH� UXUDO� VHFWRU�«�D� QHZ�GLUHFWLRQ� LQ� D� VHFWRU�ZKLFK� KDV� D� QRWRULRXVO\� EDG� LPDJH¶�&OHDUO\��EDQNV�KDYH�KDG�D�EDG�LPDJH��DW�OHDVW�DPRQJ�FXVWRPHUV��EXW�WKH�GLVWLQFWLRQ�RIµKDWFKLQJ�D�QHZ�ZD\�RI�WKLQNLQJ¶�WR�VHUYLFH�UXUDO�FRPPXQLWLHV�ZLWK�ILQDQFLDO�VHUYLFHVUHDOO\� GRHV� EHORQJ� WR�&UHGLW&DUH��1HLWKHU� GRHV� WKH� HQWLUH� ILQDQFH� VHFWRU� KDYH� D� EDGLPDJH�±�FHUWDLQO\�QRW�FUHGLW�XQLRQV��WKH�FRPPXQLW\�EDQN¶V�PDLQ�ULYDO�IRU�µKHDUWV�DQGPLQGV¶��ZKLFK�FRQVLVWHQWO\�VFRUH�ZHOO�LQ�VXUYH\V�RI�SXEOLF�RSLQLRQ�
(FRQRPLVWV� 'L� 7KRPVRQ� DQG� 0DOFROP� $EERWW� EHOLHYH� WKDW� FRPPXQLW\� EDQNLQJ�DOWKRXJK� VWULFWO\� VSHDNLQJ� QRW� FRQGXFWHG� RQ� D� PXWXDO� EDVLV�� SRVVHVVHV� VRPH� RI� WKHDGYDQWDJHV� WUDGLWLRQDOO\� DVVRFLDWHG� ZLWK� PXWXDO� ILQDQFLDO� RUJDQLVDWLRQV�� LQFOXGLQJ� DµFRQWUDFWXDO�VROXWLRQ�WR�LQIRUPDWLRQ�FRVWV¶��7KH\�DWWULEXWH�WKLV�WR�D�PXWXDO¶V�µERQG�RIDVVRFLDWLRQ¶�� ZKLFK� UHODWHV� WR� PHPEHUV¶� FRPPRQ� LQWHUHVW�� 7KH\� DOVR� VXJJHVW� WKDW
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GHIDXOW�PRQLWRULQJ�FRVWV�DQG�EDG�GHEWV�DUH�OLNHO\�WR�EH�UHGXFHG�E\�GLQW�RI�WKH�IDFW�WKHFRPPXQLW\� EDQN� VKDUHKROGHUV� DQG� GHSRVLWRUV� OLYH� LQ� WKH� VDPH� SODFH�� 7KHLU� LGHD� RIµERQG¶��KRZHYHU�� LV�RXWPRGHG��FRQILQHG�E\�RFFXSDWLRQ�� UHOLJLRQ�� UHFUHDWLRQDO�SXUVXLWRU� ORFDWLRQ�� &HUWDLQO\�� FUHGLW� XQLRQV� ORQJ� DJR� GLVFDUGHG� VXFK� D� GHILQLWLRQ�� 7KH(OHFWULFLW\�&UHGLW�8QLRQ��(&8���IRU�H[DPSOH��FRXOG�QRW�KDYH�UHVSRQGHG�VR�IOH[LEO\�WR&UHGLW&DUH¶V�DSSURDFKHV�RYHU�VXFK�YDVW�GLVWDQFHV�LQ�4XHHQVODQG��KDG�LW�EHHQ�FRQILQHGE\�WKLV�LGHD�RI�µERQG¶��(&8¶V�ERQG�H[WHQGHG�WR�µ4XHHQVODQG�FRQVXPHUV�RI�HOHFWULFLW\¶�ZKHUHYHU�WKH\�ZHUH�
,I� FRPPXQLW\� EDQN� WUDQVDFWLRQ� DQG� FRQWUDFWXDO� EHQHILWV� DUH� ORFDWHG� LQ� D� ERQG� RIDVVRFLDWLRQ��DV�7KRPVRQ�DQG�$EERWW�EHOLHYH��WKHQ�WKH�&UHGLW&DUH�H[SHULHQFH�VXJJHVWVEDQNV�ZLOO� QHHG� WR�PRQLWRU� WKLV� FORVHO\� LQ� VXEXUEV� DQG� WRZQV� LQ� WKH� HYHQW� RI� µVHHGFDSLWDO¶� VKDUHKROGHUV�GLYHVWLQJ� VKDUHV� WR� H[WHUQDO� LQYHVWRUV��&UHGLW� XQLRQV�� RSHUDWLQJRQ� D� PRUH� IOH[LEOH� ERQG� WKDQ� FRPPXQLW\� EDQNV�� DOVR� KDYH� PRUH� H[SHULHQFH� LQGHYHORSLQJ� ERQGV� DW� UHJLRQDO� DQG� QDWLRQDO� OHYHOV�� 7KH� LPSOLFDWLRQV� IRU� FRPPXQLW\EDQN�FRPSHWLWLYHQHVV��DV�ERQGV�RI�DVVRFLDWLRQ�DUH�GLOXWHG��UHPDLQ�WR�EH�VHHQ���
7KH� PRGHUQ� FUHGLW� XQLRQ� PRYHPHQW� KDV� IXQFWLRQHG� LQ� $XVWUDOLD� IRU� RYHU� KDOI� DFHQWXU\�� ,W� KDV� H[WHQVLYH� H[SHULHQFH� DV� D� GHFHQWUDOLVHG� QDWLRQDO� RUJDQLVDWLRQ� ZLWKPLOOLRQV�RI�PHPEHUV��&UHGLW&DUH� LQVWLJDWHG�EUDQFKHV�DQG�DJHQFLHV��ZKLFK�KDYH�EHHQRSHUDWLQJ� IRU� VHYHUDO� \HDUV� DV� RXWJURZWKV� RI� LQVWLWXWLRQV� ZLWK� PDQ\� GHFDGHV¶H[SHULHQFH�� RFFXS\� D� QLFKH� LQ� UHWDLO� ILQDQFLDO� VHUYLFH� PDUNHWV� LQ� µQR� EDQN¶� WRZQV�SURYLGLQJ�PHPEHU�VHUYLFHV�RQ�D�µQRW�IRU�SURILW¶�EDVLV��7KHUH�KDV�EHHQ�RQO\�RQH�FORVXUHRI� D� &UHGLW&DUH� LQVWLWXWLRQ� WR� GDWH� �IROORZLQJ� DQ� DPDOJDPDWLRQ��� $OO� RWKHUV� KDYHDFKLHYHG�YLDELOLW\�LQ�WKHLU�RZQ�ULJKW�RU�WKURXJK�SDUWLFLSDWLRQ�LQ�WKH�57&�SURJUDP��IRUH[DPSOH��&RPPXQLW\�EDQNV�KDYH�D� ORQJ�ZD\� WR�JR� WR�PDWFK� WKLV�SUDFWLFDO� UHFRUG�RIDFKLHYHPHQW�
3URILWDELOLW\��GLYLGHQGV�DQG�SURILW�VKDUH�DUH�PHDVXUHV�RI�D�FRPPXQLW\�EDQN¶V�VXFFHVVDQG�DUH�UHTXLUHG�WR�VHUYH�LQYHVWRU�H[SHFWDWLRQV�LQ�D�ZD\�FUHGLW�XQLRQV�QHYHU�ZHUH��$WWLPH�RI�ZULWLQJ��%HQGLJR�%DQN�KDV�WKLUW\�QLQH�FRPPXQLW\�EDQNV�DQG�DJHQFLHV
�� 'L�7KRPVRQ�DQG�0DOFROP�$EERWW�&RPPXQLW\�%DQNLQJ�LQ�$XVWUDOLD��RS�FLW��SS����������
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RSHUDWLQJ��EXW�RQO\�DERXW�ILIWHHQ�RI�WKHVH�DUH�SURILWDEOH��0RUH�WKDQ�VHYHQW\�FRPPXQLW\EDQNV�DUH�H[SHFWHG�WR�EH�RSHUDWLQJ�E\�-XO\�������:KHWKHU�µEDFN�RIILFH¶�FRVWV�DEVRUEHGIURP� VFDWWHUHG� IUDQFKLVHV� ZLOO� FRQWLQXH� WR� EH� FRVW�HIIHFWLYH� LV� QRW� \HW� FOHDU� DQG�QRWZLWKVWDQGLQJ� WKHLU� REYLRXV� SRSXODULW\�� WKH� TXHVWLRQ� RI� VXVWDLQLQJ� SURILWDELOLW\FRPPHQVXUDWH�ZLWK�LQYHVWRU�DQG�FRPPXQLW\�H[SHFWDWLRQV�UHPDLQV�RSHQ�
7KRPVRQ�DQG�$EERWW�EHOLHYH�WKDW�WKH�IUDQFKLVH�PRGHO�DGRSWHG�E\�FRPPXQLW\�EDQNV�LVH[HPSODU\�LQ�PDQ\�ZD\V�EXW�WKDW�D�QXPEHU�RI�SUREOHPV�ZLOO�QHHG�WR�EH�RYHUFRPH�LIWKH\�DUH�WR�VXUYLYH�

7KH�SUREOHPV�DVVRFLDWHG�ZLWK� ULVN�FRQFHQWUDWLRQ�DQG� OLTXLGLW\� FRQFHQWUDWLRQFRXOG� EH� SRWHQWLDO� WKUHDWV� WR� WKHLU� VXUYLYDO� «:KHUH� EUDQFKHV� KDYH� EHHQFORVHG�EHFDXVH�RI�D�GHFOLQH�LQ�EDQNLQJ�EXVLQHVV��FRPPXQLW\�EDQNLQJ�ZLOO�ILQGLW� KDUG� WR� VXUYLYH�� 2EYLRXVO\�� D� FRPPXQLW\� EDQN� EUDQFK� ZLOO� KDYH� WRHQFRXUDJH� JUHDWHU� DPRXQWV� RI� TXDOLW\� FXVWRP�� DV� ZHOO� DV� UHVWUDLQ� FRVWVUHODWLYH� WR� QRUPDO� EDQN� EUDQFKHV�� ,Q� WKHVH� FLUFXPVWDQFHV�� WKH\�ZLOO� KDYH� WRWDNH� IXOO� DGYDQWDJH� RI� DOO� RI� WKH� EHQHILWV� WKDW� D� FORVH�NQLW� RUJDQLVDWLRQSRVVHVVHV�LI�WKH\�DUH�WR�VXUYLYH�DQG�SURVSHU�
&UHGLW�XQLRQ�KLVWRU\�LOOXVWUDWHV�KRZ�QHZ�ILQDQFLDO�LQVWLWXWLRQV�EHQHILW�LQLWLDOO\�IURP�DFRKHVLYH�ERQG�RI�DVVRFLDWLRQ�DQG�VWURQJ�FRPPXQLW\�VXSSRUW� WKLV�HQJHQGHUV�� ,Q� WLPH�KRZHYHU�� HFRQRPLF� LPSHUDWLYHV� REOLJH� LQVWLWXWLRQV� WR� GLOXWH� WKH� ERQG� RI� DVVRFLDWLRQDQG�µPDQDJHULDOLVW¶�DJHQGDV� WHQG� WR� WDNH�SULRULW\��&UHGLW�XQLRQV�KDYH�PDQ\�GHFDGHV¶H[SHULHQFH� JUDSSOLQJ� VXFFHVVIXOO\� ZLWK� WKLV� SKHQRPHQRQ� LQ� FRQWUDFW� WKHRU\�� ZKLFKFRPPXQLW\�EDQNV�DUH�\HW�WR�GHDO�ZLWK� ,QYHVWRU�RZQHG��µIRU�SURILW¶�FRPPXQLW\�EDQNVDOVR�DSSHDU�WR�EH�QR�OHVV�YXOQHUDEOH�WR�WKH�YLFLVVLWXGHV�RI�ORZ�SURILW�FHQWUHV�MHWWLVRQHGE\� RWKHU� EDQNV� WKDQ� &UHGLW&DUH� LQVWLWXWLRQV�� 7KH� GLIIHUHQFH� LV� WKDW� &UHGLW&DUH¶VSURJHQ\�DUH�DWWDFKHG�WR�DXWRQRPRXV�KRVWV��QRW�D�IUDQFKLVH�FKDLQ��,W�UHPDLQV�WR�EH�VHHQZKHWKHU� WKH� FRPPXQLW\� EDQNV� ZLOO� GHYHORS� D� EUDQFK� QHWZRUN�� RZQHG� E\� %HQGLJR%DQN�� RU� D� VHULHV� RI� LQGHSHQGHQW� IUDQFKLVHV�� ,Q� HLWKHU� FDVH�� LW� VHHPV� SUREDEOH� WKHRXWFRPH�ZLOO�YDU\�IURP� WKH�&UHGLW&DUH�PRGHO��ZKLFK�FRPELQHV� WKH�EHQHILWV�RI� ORFDOLGHQWLW\� DQG� DXWRQRP\� ZLWK� HFRQRPLHV� RI� VFDOH� DFKLHYHG� WKURXJK� VSHFLDO� VHUYLFHSURYLGHUV�OLNH�&86&$/�RU�&UHGLW/LQN�
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7KRPVRQ�DQG�$EERWW�FRQFOXGH�
,Q� WKH� ORQJ� UXQ�� LW� LV� SUREDEO\� WHFKQLFDO� FKDQJH� WKDW� ZLOO� GHWHUPLQH� LIFRPPXQLW\� IUDQFKLVH� EDQNLQJ�� ZLWK� LWV� HPSKDVLV� RQ� IDFH�WR�IDFH� FXVWRPHUVHUYLFH��ZLOO�VXUYLYH«��,W�LV�SRVVLEOH�WKDW�EUDQFK�EDQNLQJ��DV�$XVWUDOLDQV�KDYHNQRZQ�LW�IRU�WKH�ODVW�RQH�KXQGUHG�\HDUV�PD\�GLVDSSHDU�WDNLQJ�WKH�FRPPXQLW\EDQN�EUDQFKHV�ZLWK�LW��7KH�VXUYLYDO�RI�FRPPXQLW\�IUDQFKLVH�EDQNV��WKHUHIRUH�ZLOO� GHSHQG� RQ� WKHLU� DELOLW\� WR� WDNH� IXOO� DGYDQWDJH� RI� WKH� EHQHILWV� WKDW� IORZIURP�FRPPXQLW\�LQYROYHPHQW�

,QYHVWRU� VKDUHKROGHUV� DUH� QRW� LPPXQH� IURP� WDNH� RYHU�� HVSHFLDOO\� LQ� DGYHUVHFLUFXPVWDQFHV�� &HUWDLQO\�� WKH� PDMRU� EDQNV� µZHOFRPH� WKH� FRPSHWLWLRQ¶� IURPFRPPXQLW\�EDQNV�DQG�DUH�ZDWFKLQJ�GHYHORSPHQWV�ZLWK�LQWHUHVW���
��� :KDW� H[DPSOHV� EHVW� LQVWDQFH� WKH� GLIIHUHQFHV� EHWZHHQ� D� WRZQ� ZLWK� D&UHGLW&DUH�LQVWLJDWHG FUHGLW�XQLRQ�EUDQFK�DQG�D�WRZQ�ZLWK�D�&UHGLW&DUHLQVWLJDWHG�57&"
0DUJDUHW� /HVWHU� UHFDOOV� WKDW� WKH� ILUVW� &UHGLW&DUH� LQVWLJDWHG� 57&� DW� (XJRZUD� 16:�GHYHORSHG�LQ�DVVRFLDWLRQ�ZLWK�5HOLDQFH�&UHGLW�8QLRQ��ZDV�IRUPHG�DIWHU�D�QHZ�VWDQG�DORQH�FUHGLW�XQLRQ�ZDV�VHHQ�WR�EH�QRW�YLDEOH��7KH�FUHGLW�XQLRQ�QRZ�RSHUDWHV�VHUYLFHV�LQWKH�FHQWUH�RQ�DQ�DJHQF\�EDVLV��SD\LQJ�WKH�57&�D�FRPPLVVLRQ�RQ�EXVLQHVV�WUDQVDFWHG�DQG�SURYLGLQJ�WUDLQLQJ�
$QRWKHU� LQWHUHVWLQJ� H[DPSOH� LV� DW� 8UDQD�� VRXWK� RI� :DJJD� :DJJD�� %HIRUH� WKHLQWURGXFWLRQ�RI�DQ�57&�:DJJD�0XWXDO�&UHGLW�8QLRQ¶V�RSHQLQJ�KRXUV�ZHUH�YHU\�VKRUW�1RZ��WKH�FUHGLW�XQLRQ�DQG�WKH�57&�RSHUDWH�ILYH�GD\V�D�ZHHN�RXW�RI�FRXQFLO�FKDPEHUV�
7KH�1HZ�6RXWK�:DOHV�WRZQ�RI�7UDQJLH�LV�D�JRRG�H[DPSOH�RI�D�WRZQ�ZLWK�D�&UHGLW&DUHIDFLOLW\��ZKLFK�LQLWLDOO\�GHFLGHG�WKDW�LW�GLG�QRW ZDQW�DQ�57&�EXW�VXEVHTXHQWO\�PDGH�DQ
�� $%&�5DGLR�1DWLRQDO��/LIH�0DWWHUV����0D\�������'L�7KRPVRQ�DQG�0DOFROP�$EERWW�&RPPXQLW\%DQNLQJ�LQ�$XVWUDOLD��RS�FLW����SS����������



���

DSSOLFDWLRQ� IRU�57&� IXQGLQJ��7KHUH� DUH� RWKHU� H[DPSOHV� RI� &UHGLW&DUH� WRZQV�ZKHUHFUHGLW�XQLRQV�DUH�DGRSWLQJ�DQ�57&�PRGHO� LQ�KRXVH� �H�J��'HOHJDWH��DQG�RWKHUV�ZKHUH57&V� DUH� EHLQJ� GHYHORSHG� VHSDUDWHO\� IURP� WKH� FUHGLW� XQLRQ� �H�J�� %HUPDJXL�� ZKHUHSUHPLVHV�ZHUH�QRW�ODUJH�HQRXJK��
7RP�:DWVRQ�UHSOLHG�WR�WKLV�TXHVWLRQ�

7KHUH� UHDOO\� LV� RQO\� RQH� GLIIHUHQFH�� ,Q� WKH� FDVH� RI� WKH� 57&�� IXQGLQJ� ZDVSURYLGHG�E\� WKH�*RYHUQPHQW� WR�SUHSDUH�D�EXVLQHVV�SODQ�DQG�� LI� WKH�EXVLQHVVSODQ� ZDV� DSSURYHG�� IXUWKHU� IXQGLQJ� WR� FRYHU� VWDUW�XS� FDSLWDO� DQG� LQLWLDORSHUDWLQJ�H[SHQVHV�
,Q� WKH� FDVH� RI� WKH� RULJLQDO� &UHGLW&DUH� PRGHO�� IXQGLQJ� �SURYLGHG� E\� WKH*RYHUQPHQW� DQG� &86&$/�� FRYHUHG� FRVWV� RQO\� WR� WKH� EXVLQHVV� SODQ� VWDJH�)URP� WKHUH�RQ� WKH�FRPPXQLW\�DQG� WKH� FUHGLW� XQLRQ�ZDV�RQ� LWV� RZQ�� ,Q�SDUW�WKDW� LV� ZK\� LW� EHFDPH� GLIILFXOW� WR� DWWUDFW� PRUH� FUHGLW� XQLRQV� LQWR� WKH&UHGLW&DUH�SURJUDP�

:LWK� UHJDUG� WR� LGHQWLI\LQJ� DQ� LQVWLWXWLRQ� ZKLFK� KDV� UHFHLYHG� QR� VXEVHTXHQWGHYHORSPHQW� ZRUN� WKURXJK� &UHGLW&DUH�� IRU� FRPSDUDWLYH� SXUSRVHV�� GLVFXVVLRQV� ZLWK&UHGLW&DUH� SHUVRQQHO� VXJJHVW� WKLV� LV� QRW� D� SDUWLFXODUO\� IUXLWIXO� OLQH� RI� LQTXLU\�&UHGLW&DUH�KDV�LQ�DOO�LQVWDQFHV�HQJDJHG�LQ�IROORZ�XS�ZRUN�DV�SDUW�RI�WKH�GHYHORSPHQWSODQ�DQG�DV�D�ORJLFDO�SURFHVV�LQ�WKH�LPSURYHPHQW�RI�VHUYLFHV�
��� ,Q� ZKDW� ZD\V� GRHV� WKH� 57&� PHWKRGRORJ\� GLIIHU� IURP� WKH� &UHGLW&DUHPRGHO"�:KDW�DUH�WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�WKH�57&�PRGHO"�:KDWIDFWRUV H[LVWLQJ� LQ� WKH� &UHGLW&DUH� PRGHO� VKRXOG� EH� FRQVLGHUHG� LQGHYHORSLQJ�D�FULWLTXH�RI�WKH�57&�PRGHO"
0DUJDUHW� /HVWHU� EHOLHYHV� WKDW�&UHGLW&DUH�ZDV� DEOH� WR� µNLFN� VWDUW¶� WKH� 57&� SURJUDPSUHFLVHO\�EHFDXVH�RI�WKH�WUXVW�WKH�IRUPHU�KDG�DOUHDG\�HVWDEOLVKHG�LQ�FRPPXQLWLHV�LQ�WKHIDFH�RI�HDUOLHU�QHJOHFW�DQG�DGYHUVLW\��&UHGLW&DUH�VXFFHVVHV�KDG�GHPRQVWUDWHG�WR�WRZQV
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XQIDPLOLDU�ZLWK� FUHGLW� XQLRQV� WKDW� VHOI�KHOS� UHDOO\� FRXOG�ZRUN� DQG�� QRZ�� KHUH�ZDV� DPRGHO�ZKLFK�JXDUDQWHHG�µVHW�XS¶�FRVWV�
/HVWHU� WKLQNV� WKH� 57&� SURJUDP� LV� µSRWHQWLDOO\� ZRQGHUIXO¶� EXW� DGGV� WKDW� ZKLOH&UHGLW&DUH� ZDV� IRFXVHG� RQ� VHOI�KHOS� DQG� FRPPXQLW\� RZQHUVKLS�� WKLV� LV� QRW� VRLPPHGLDWHO\� DSSDUHQW� LQ� WKH� 57&�PRGHO�� 7KH� 57&�PRGHO� FDQ� ZRUN�� VR� ORQJ� DV� LWGRHVQ¶W� µORVH� IRFXV� DQG� EHFRPH� D� FHQWUDOO\� GULYHQ� JRYHUQPHQW� DWWDFKHG� SURJUDPGHWUDFWLQJ� IURP� WKH� VHOI�KHOS� FRQFHSW� DQG� FUHDWLQJ� D� GHSHQGHQFH¶�� 7KH� &UHGLW&DUHPRGHO��FRPSDUDWLYHO\��ZDV�µFOHDQ¶�LQ�WKDW�LW�KDG�D�FOHDU�REMHFWLYH�±�SURYLGLQJ�ILQDQFLDOVHUYLFHV���DQG�ZDV�VHHQ�DV�LQGHSHQGHQW�RI�JRYHUQPHQW�
7RP�:DWVRQ�LV�FRQYLQFHG�WKDW�&UHGLW&DUH�SOD\HG�D�NH\�UROH�LQ�LQIRUPLQJ�57&�SROLF\DQG�WKDW�WKH�IXQGLQJ�IRUPXOD�SURSRVHG�����SHU�FHQW�FDSLWDO�DQG����SHU�FHQW�IRU�LQLWLDORSHUDWLQJ�H[SHQVHV��ZKLFK�RYHUFDPH�WKH�HVWDEOLVKPHQW�FRVW�KXUGOH��HPDQDWHG�IURP�D&86&$/�VXEPLVVLRQ�WR�WKH�+DZNHU�,QTXLU\�

7KH�DJJUHJDWLRQ�RI� VHUYLFHV�ZDV�YHU\�PXFK�DORQJ� WKH� OLQHV�RI� WKH�PRGHO�ZHKDG� GHYHORSHG� IRU� SODFHV� OLNH� +HUEHUWRQ� DQG� ODWHU� LQ� 'LUUDQEDQGL�� 7KHVWLSXODWLRQ�WKDW�RQO\�QRW�IRU�SURILW�LQFRUSRUDWHG�FRPPXQLW\�RUJDQLVDWLRQV��RU&RXQFLOV�� FRXOG� DSSO\�� VHHPHG� WR� XV� WR� HQVKULQH� WKH� >&UHGLW� 8QLRQ@0RYHPHQW¶V�VHOI�KHOS�SKLORVRSK\��D�ULQJLQJ�HQGRUVHPHQW� IRU�RXU�SKLORVRSK\�7KDW� VWLSXODWLRQ� DOVR� UHFRJQLVHG� WKH� XQLTXH� VROXWLRQ� ZH� KDG� IDVKLRQHG� LQ.DOEDU�
:KHQ� ZH� VWDUWHG� LQ� &UHGLW&DUH LQ� ������ 0DUN� *HQRYHVH� VDLG� RXU� ELJJHVWFKDOOHQJH�ZDV�WR�GR�RXUVHOYHV�RXW�RI�D�MRE��E\�IRUFLQJ�DQ�DWWLWXGLQDO�FKDQJH��,WVHHPHG� WR� PH� ZH� KDG�PHW� WKH� FKDOOHQJH�� QRW� RQO\� DV� PDGH� PDQLIHVW� LQ� WKH*RYHUQPHQW¶V�57&�3URJUDP��EXW�E\�WKH�HPHUJLQJ�FKDQJH�RI�DWWLWXGH�E\�VRPHRI�WKH�PDMRU�EDQNV�WR�WKH�PDWWHU�RI�EUDQFK�FORVXUHV�LQ�UXUDO�DUHDV�

:DWVRQ�ODWHU�DGGHG�
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,W�LV�QR�DFFLGHQW�WKDW�WKH�57&�3ROLF\�HPEUDFHV�WKH�FRQFHSW�RI�D�VLQJOH�FHQWUH�VXSSO\LQJ� DJJUHJDWHG� VHUYLFHV�� RSHUDWHG� E\� QRW�IRU�SURILW� FRPPXQLW\RUJDQLVDWLRQV��,W�LV�WKH�+HUEHUWRQ�DQG�.DOEDU�VROXWLRQV�FRPELQHG�
,W� LV� D� FUHGLW� XQLRQ� VROXWLRQ� E\� DQRWKHU� QDPH��ZLWK� WKH� VWDUW� XS� FDSLWDO� DQGLQLWLDO� RSHUDWLQJ� FRVWV� IXQGHG� E\� WKH� KRVW�� LQ� WKLV� FDVH� WKH� &RPPRQZHDOWK*RYHUQPHQW�
$QG�ZKLFK� ILQDQFLDO� LQVWLWXWLRQ�ZRXOG� WKH�*RYHUQPHQW�PRVW� SUHIHU� WR� VHH�DVSDUWQHUV�LQ�WKHVH�FRPPXQLW\�UXQ�5XUDO�7UDQVDFWLRQ�&HQWUHV�«��&UHGLW�XQLRQV�
7KH�5XUDO� 7UDQVDFWLRQ�&HQWUH�3URJUDP� LV� SRWHQWLDOO\�&UHGLW&DUH¶V� JUHDWHVWOHJDF\�WR�WKH�0RYHPHQW��,W�LV�D�OHJDF��ZKLFK�SUHVHQWV�D�JURZWK�RSSRUWXQLW\�ZHDUH� XQOLNHO\� WR� VHH� DJDLQ�� :KHWKHU� WKH� 0RYHPHQW� KDV� WKH� ZLOO� RU� WKHLQFOLQDWLRQ�WR�UHVSRQG�UHPDLQV�WR�EH�VHHQ�

,Q�RWKHU�FRUUHVSRQGHQFH��:DWVRQ�UHSRUWHG�
)LUVW��OHW�PH�VWUHVV�WKHVH�DUH�P\�SHUVRQDO�YLHZV�
,Q�WKH�FDVH�RI�&UHGLW&DUH�ZH�ZHUH�DOORFDWHG�IXQGV�DQG�WROG�WR�JHW�RXW�DQG�ILQGVROXWLRQV��:H�ZHUH�DFFRXQWDEOH��EXW�QRERG\�VDW�LQ�MXGJHPHQW�RI�XV�HYHU\�VWHSRI�WKH�ZD\��7KH\�SXW�WKHLU�WUXVW�LQ�XV�WR�GHOLYHU�DQG�ZH�UHVSRQGHG�WR�WKDW�WUXVW�
7KH� 57&� PRGHO� LQ� LWVHOI� LV� EDVHG� RQ� DQ� DJJUHJDWHG� PRGHO� GHYHORSHG� E\&UHGLW&DUH�� EXW� UDWKHU� WKDQ� EHLQJ� GULYHQ� E\� D� IUHH�VSLULWHG� DQG� LQQRYDWLYHWHDP�� LW� LV� KDPVWUXQJ� E\� EXUHDXFUDWLF� SURFHVVHV� ZKLFK� URE� LW� RI� LWV� YLWDOPRPHQWXP��,W�VHHPV�WR�PH�WKDW�EXUHDXFUDWV�ZLWK�RQH�H\H�RQ�WKH�QH[W�UXQJ�RQWKH�ODGGHU�RI�SURPRWLRQ�KDYH�DOVR�LQKLELWHG�WKH�VXFFHVV�RI�WKH�57&�SURJUDP�
,� FKRVH� WR� µUHWLUH¶� VRRQ� DIWHU� WKH� SURJUDP� EHFDPH� D� UHDOLW\� EHFDXVH� WKHFKDQJHG�RSHUDWLQJ�HQYLURQPHQW�ZDV�QRW�RQH�WKDW�DSSHDOHG�WR�PH��QRU�GLG�WKHSURVSHFW�RI�KDYLQJ� WR�ZRUN�ZLWK� WKH�PDLQVWUHDP�EDQNV���,�DP�D�FUHGLW�XQLRQ
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SHUVRQ�DQG�&UHGLW&DUH�DOORZHG�PH�WKH�SULYLOHJH�RI�H[WHQGLQJ�WKH�LQIOXHQFH�RIWKH�&UHGLW�8QLRQ�0RYHPHQW�
$JDLQVW� WKLV� LW� VKRXOG� EH� QRWHG� WKDW�'2756� FRQVLGHUV� WKH� ������ VSOLW� EHWZHHQFDSLWDO�DQG�RSHUDWLQJ�FRVWV��VXJJHVWHG�E\�7RP�:DWVRQ��WR�EH�LQFRUUHFW�LQ�UHODWLRQWR� WKH� 57&� SURJUDP�� :DWVRQ¶V� YLHZV� DERXW� WKH� JRYHUQPHQW� SUHIHUULQJ� WR� XVHFUHGLW�XQLRQV�DV�D�ILQDQFLDO�SURYLGHU�DUH�DOVR�FRQVLGHUHG� WR�EH�ZURQJ��:KLOH� WKHJRYHUQPHQW�LV�FRPPLWWHG�WR�DVVLVWLQJ�WKH�SURYLVLRQ�RI�ILQDQFLDO�VHUYLFHV�WKURXJK57&V�� LW� LV� XS� WR� WKH� FRPPXQLWLHV� DQG� ILQDQFLDO� VHUYLFH� SURYLGHUV� DV� WR� ZKLFKRQHV� DUH� ILQDOO\� LQVWDOOHG� �&RUUHVSRQGHQFH� /LQGD� +ROXE�� $VVLVWDQW� 6HFUHWDU\5HJLRQDO�6HUYLFHV�DQG�/RFDO�*RYHUQPHQW�%UDQFK��2FWREHU�������
��� :KDW� OHVVRQV� KDV� WKH� &UHGLW&DUH� H[SHULHQFH� UHYHDOHG� WR� ILHOG� ZRUNHUVFRQFHUQLQJ�VXFFHVVIXO�FRPPXQLW\�GHYHORSPHQW"
0DUJDUHW�/HVWHU�LV�FRQYLQFHG�

«VXFFHVV�OLHV�ZLWKLQ�D�FRPPXQLW\�LWVHOI��,W�LV�FRQWLQJHQW�XSRQ�WKH�SHRSOH�LQ�DFRPPXQLW\� ZDQWLQJ� WR� RZQ� DQG� FRQWURO� WKH� IXWXUH� RI� WKH� FRPPXQLW\�� ,QJHQHUDO��UXUDO�FRPPXQLWLHV�DUH�YHU\�FRQFHUQHG�DERXW�WKH�IXWXUH��7KH\�UHTXLUHKHOS��DQG�WKH�57&�PRGHO�LV�SRWHQWLDOO\�H[FHOOHQW��EXW�LQ�WKH�HQG�WKH\�ZDQW�WRIHHO�WKH\�RZQ�DQG�FRQWURO�WKH�GLUHFWLRQ�LW�WDNHV�
/HVWHU� REVHUYHG� WKDW� ILHOG� ZRUNHUV� DUH� GLIIHUHQW� DQG� XVH� GLIIHUHQW� DSSURDFKHV�� 7KHWKLQJ� DERXW� &UHGLW&DUH� )LHOG�2IILFHUV� ZDV� WKDW� WKH\� DOO� KDG� D� EDFNJURXQG� LQ� FUHGLWXQLRQV� �ZLWK�RQH� H[FHSWLRQ� LQ�:HVWHUQ�$XVWUDOLD��� WKH\� EHOLHYHG� LQ� FUHGLW� XQLRQV� DVVHOI�KHOS�LQVWLWXWLRQV�DQG�KDG�WKHLU�KHDUW�LQ�WKH�SURMHFW��,W�ZDV�D�µSDVVLRQ¶��QRW�ILYH�GD\VD� ZHHN�� EXW� VHYHQ� GD\V� D� ZHHN� DQG� DOO� KRXUV�� &UHGLW&DUH� )LHOG� 2IILFHUV� ZHUH� DOVRDFXWHO\�DZDUH�RI� WKHLU�UHVSRQVLELOLW\� WR� WKH�H[LVWLQJ�PHPEHUV�RI�D�KRVW� LQVWLWXWLRQ��DVZHOO�DV�WR�IXWXUH�PHPEHUV�RI�D�QHZ�LQVWLWXWLRQ�
:KLOH� ILHOG� RIILFHUV� ZHUH� FRPPLWWHG� WR� FUHGLW� XQLRQV� ILUVW�� WKH\� ZHUH� LQ� DGGLWLRQFRPPLWWHG� WR�ZKDWHYHU� µZRUNHG¶� IRU� D� FRPPXQLW\� DQG�ZHUH� SUHSDUHG� WR�ZRUN�ZLWK
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EXLOGLQJ� VRFLHWLHV�� EDQNV� DQG� RWKHU� ILQDQFLDO� LQVWLWXWLRQV� LQ� KHOSLQJ� WR� VROYH� DFRPPXQLW\¶V�ILQDQFLDO�VHUYLFHV�SUREOHPV�
)LHOG� RIILFHUV� HIIHFWLYHO\� µZRUNHG� RII� HDFK� RWKHU¶� FRPSOHPHQWLQJ� HDFK� RWKHU¶VSDUWLFXODU� WDOHQWV��6RPH�ZRXOG�SHUIRUP� WKH� µVSDGHZRUN¶�ZKLOH� DQRWKHU�PLJKW�EH� WKHµHYDQJHOLVW¶�� ZLWK� HDFK� VXFFHVVIXO� LQ� WKHLU� UROH� DQG� QHFHVVDU\� LQ� ZRUNLQJ� ZLWKFRPPXQLWLHV��/HVWHU� FRQWLQXHG�� µ:H�XVHG�D�EDVLF�FRPPXQLFDWLRQ�PRGHO��PHVVDJH�±FKDQJHG�WKURXJK�VRFLDO�³VWDWLF´���GHFRGHG�LQ�WHUPV�RI�UHFLSLHQWV¶�H[SHULHQFH���UHWXUQHGPHVVDJH�WR�RULJLQDWRU���³GH�JDUEOH´�HWF��7KHUH�ZDV�QRWKLQJ�IDQF\�DERXW�LW�¶�&UHGLW&DUHXVHG� WKLV� VLPSOH� DSSURDFK� WR� GHYHORS� D� NHHQ� XQGHUVWDQGLQJ� RI� ZKDW� FRPPXQLWLHVZDQWHG�
6RPH� ILHOG� RIILFHUV�� KRZHYHU��ZRUNHG� LQ� µWRXJK¶� DUHDV�ZKHUH� D�ZLOOLQJ� FUHGLW� XQLRQKRVW� ZDV� QRW� HDV\� WR� ILQG� ZKLOH� RWKHUV� ZRUNHG� LQ� DUHDV� ZKHUH� VWURQJ� FUHGLW� XQLRQVXSSRUW�H[LVWHG�DQG�D�ZLOOLQJQHVV�WR�VWDUW�D�QHZ�LQVWLWXWLRQ��DQ\ZKHUH��ZLWKLQ�D�FUHGLWXQLRQ¶V�ERQG�RI�DVVRFLDWLRQ��H�J��(&8�DQG�µHOHFWULFLW\�FRQVXPHUV¶�LQ�4XHHQVODQG�
)LHOG� RIILFHUV� HPSOR\HG� E\� WKH� 1HZ� 6RXWK� :DOHV� *RYHUQPHQW� LQLWLDOO\� SHUIRUPHGVLPLODU� IXQFWLRQV� DQG� XVHG� D� VLPLODU� PHWKRGRORJ\� WR� WKRVH� LQ� WKH� &RPPRQZHDOWK�&86&$/�MRLQW�SURMHFW��EXW�WKLV�FKDQJHG�RYHU�WLPH��7KH�IRFXV�LQ�16:�VZXQJ�PRUH�WREXVLQHVV��UHVHDUFKLQJ�EXVLQHVV�QHHGV�DQG�EXVLQHVV�VXSSRUWV�LQ�VPDOO�WRZQV�LQ�WDUJHWHGDUHDV�LQ�WKH�OLJKW�RI�QHZ�WHFKQRORJ\��UDWKHU� WKDQ�RQ�FRPPXQLWLHV��DV�VXFK��7KH�57&PRGHO�QDWXUDOO\�GRYHWDLOHG�ZLWK�WKLV�RULHQWDWLRQ�
7RP�:DWVRQ�ZDV�RI�WKH�YLHZ�WKDW�

6HOHFWLQJ�WKH�ULJKW�VRUW�RI�SHRSOH�DV�IURQW�OLQH�ILHOG�ZRUNHUV�LV�FULWLFDO��7KHUHLV�QR� VXEVWLWXWH� IRU� OLIH� H[SHULHQFH�� VR�PDWXULW\� LV� DQ� LPSRUWDQW� IDFWRU�� 7KH\QHHG�WR�KDYH�D�JHQXLQH�ORYH�IRU�VPDOO�FRPPXQLWLHV��QRW�DQ�DFDGHPLF�LQWHUHVW�7KH\� QHHG� WR� EH� HQWKXVLDVWLF�� IUDQN� EXW� GLSORPDWLF�� LQQRYDWLYH�� LPDJLQDWLYHDQG�GHFLVLYH��7KH\�QHHG�D�JRRG�EDFN�XS�WHDP�IRU�UHVHDUFK�DQG�DGPLQLVWUDWLRQDQG�VXSSRUWLYH�OHDGHUVKLS�
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7KRVH�LQYROYHG�ZLWK�D�FRPPXQLW\�GHYHORSPHQW�SURJUDP�QHHG�WR�EH�DEVROXWHO\FRQYLQFHG�RI�LWV�ZRUWK��&RXQWU\�SHRSOH�DUH�TXLFN�WR�SLFN�XS�RQ�LQVLQFHULW\�
7KH\�QHHG�WR�EH�DEOH�WR�UHFRJQLVH�ZKLFK�FRPPXQLWLHV�KDYH�UHDFKHG�WKHLU�µXVHE\� GDWH¶� DQG� WKH� FRXUDJH� WR� VWHS� DZD\�� ,� VDZ� H[DPSOHV� RI� EODWDQW� ZDVWH� RIWD[SD\HUV
� PRQH\� LQ� VRPH� FRPPXQLWLHV�� ZKLFK� ,� FRXOG� RQO\� FRQFOXGH� KDGVRPHWKLQJ�WR�GR�ZLWK�YRWH�EX\LQJ��2QH�VXFK�FRPPXQLW\�±�ZKLFK�KDG�LWV�KDQGRXW�DJDLQ���PDGH�PH�VR�DQJU\�,�UHIXVHG�WR�JR�EDFN�WR�LW�
<RX�QHHG�WR�ZRUN�ZLWK�D�ORFDO�µKHUR¶��D�PRYHU�DQG�VKDNHU�
<RX�QHHG� WR�EH�DEOH� WR�KHOS� WKH� FRPPXQLW\� FUHDWH�D� YLVLRQ�RI� LWV� IXWXUH�DQGKDYH�WKHP�HPEUDFH�WKDW�YLVLRQ�ZLWK�SDVVLRQ�
<RX�QHHG�WR�EH�SUR�DFWLYH�DERXW�SXEOLFLW\��<RX�FDQ¶W�YLVLW�HYHU\�KRXVHKROG��EXWWKH�PHGLD�FDQ��$�JRRG�QHZV�VWRU\�OLNH�&UHGLW&DUH�FDQ�FRPPDQG�IURQW�SDJH��DWQR�FRVW�



���
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'LVFXVVLRQ��ZKLFK�FRQVLGHUV�WKH�H[SHULHQFH�RI�D�&UHGLW&DUH�ILHOG�RIILFHU�PRGLI\LQJ�WKHFUHGLW� XQLRQ� PRGHO� WR� VXLW� GLIIHUHQW� FRQGLWLRQV� LQ� YDULRXV� FRPPXQLWLHV�� LV� DGDSWHGIURP�
x 7RP�:DWVRQ��5HIOHFWLRQV�RI�D�&UHGLW&DUH�)LHOG�2IILFHU��D�SHUVRQDO�DFFRXQW�RI�IRXU\HDUV�VSHQW�ZRUNLQJ�ZLWK�UXUDO�FRPPXQLWLHV�KHOSLQJ�WKHP�UHJDLQ�DFFHVV�WR�EDVLFEDQNLQJ�VHUYLFHV��Q�G���
x 7RP�:DWVRQ��$GGUHVV�WR�$XVWUDOLDQ�&UHGLW�8QLRQ�+LVWRULFDO�&R�RSHUDWLYH�/WG&RQYHQWLRQ������
x 7RP�:DWVRQ��$GGUHVV�WR�4XHHQVODQG�8QLYHUVLW\�RI�7HFKQRORJ\�5HVHDUFK�)RUXP�%XVLQHVV�LQ�WKH�%XVK��$GYDQFLQJ�WKH�$JHQGD����1RYHPEHU������
7KH�DXWKRU�JUDWHIXOO\� DFNQRZOHGJHV�0U��:DWVRQ¶V�JHQHURXV� VXSSRUW�RI� WKH� UHVHDUFK�&DVH� VWXGLHV� LOOXPLQDWH� VXSSRUW� JLYHQ� E\� ORFDO� DQG� VWDWH� JRYHUQPHQW�� EXVLQHVV� DQGYROXQWDU\� JURXSV� LQ� GHYHORSLQJ� ILQDQFLDO� VHUYLFHV� WKURXJK�&UHGLW&DUH� XVLQJ� YDULRXVPRGHOV��DJJUHJDWHG�VHUYLFHV��SDUWQHUVKLSV��PHPEHU�VHUYLFHV�FHQWUHV��FRPPXQLW\�EDQNRU�57&�
�� /RFDO�*RYHUQPHQW�6XSSRUW
�D�� 6XUDW
)HDWXUH��,Q�6XUDW��WKH�:DUURR�6KLUH�&RXQFLO�ERXJKW�WKH�IRUPHU�EDQN�EXLOGLQJ�UHQWHG� LW� WR� D� FUHGLW� XQLRQ� DW� D� SHSSHUFRUQ� UDWH� DQG� SODFHG� LWV� RZQ� FRUSRUDWHEDQNLQJ�ZLWK�WKH�KRVW�FUHGLW�XQLRQ�DV�D�IXUWKHU�GHPRQVWUDWLRQ�RI�VXSSRUW�
7KURXJK�WKH�ODWH�����V�DQG�HDUO\�����V�� OLNH�PDQ\�UXUDO�FRPPXQLWLHV�� WKH�SHRSOH�RI:DUURR�6KLUH�� VRXWK�RI�5RPD� LQ�4XHHQVODQG��KDG�EDWWOHG�GURXJKW� ��RQH�RI� WKH�PRVWSURORQJHG�RI�WKH�ODVW�FHQWXU\��IDOOLQJ�FRPPRGLW\�SULFHV�DQG�ZLWKGUDZDO�RI�JRYHUQPHQWDQG�SULYDWH�VHFWRU�VHUYLFHV��7KH�&RXQFLO�KDG�LQKHULWHG�D�KXJH�GHEW�

3$57�� &$6(�678',(6



���

%\�WKH�HQG�RI�������KRZHYHU�� OHG�E\�D�GHWHUPLQHG�PD\RU�� WKH�FRXQFLO�ZDV�GHEW� IUHHDQG� RSWLPLVWLF�� µ7KH\� KDG� WKXPEHG� WKHLU� QRVH� DW� WKH� DGYHUVLW\� ZKLFK� WKUHDWHQHG� WRHQJXOI�WKHP�DQG�KDG�HQJHQGHUHG�LQ� WKH�FRPPXQLW\�DQ�DLU�RI�RSWLPLVP¶��7KH�FRXQFLOKDG�DOPRVW�FRPSOHWHG�SODQV�IRU�D�PDMRU�QHZ�FRPPXQLW\�FHQWUH�KRXVLQJ�D�&REE�	�&RPXVHXP�� OLEUDU\� DQG� DUW� JDOOHU\� DQG� LQODQG�ULYHUV¶� DTXDULXP�� 1HYHUWKHOHVV�� 6XUDW¶VSRSXODWLRQ�KDG�VOXPSHG�WR�����
7KHQ� LQ�0D\� ����� WKH� EDQN�� ZKLFK� KDG� VHUYHG� WKH� WRZQ� IRU� PRUH� WKDQ� D� FHQWXU\�DQQRXQFHG� LWV� LPPLQHQW� FORVXUH�� ,Q� -XQH� WKH� PD\RU FDOOHG� &UHGLW&DUH� DQG�:DWVRQGURYH�WR�WKH�FRXQFLO�FKDPEHUV�WR�PHHW�KLP��:DWVRQ�UHPHPEHUV�

+H�WXUQHG�RXW�WR�EH�D�OHDQ��JUH\�KHDGHG�JUD]LHU��ZLWK�D�WZLQNOH�LQ�KLV�H\H�DQGD�PDQQHU�WKDW�ZDV�FRQVLGHUHG�DQG�GHOLEHUDWH��+LV�VWUHQJWK�RI�FKDUDFWHU�ZDVSODLQ�WR�VHH��>+H@�HVFRUWHG�XV�RYHU�WR�WKH�FRPPXQLW\�KDOO�DQG�LQ�ZH�ZDONHG�WRD� VWDQGLQJ� URRP RQO\� UHFHSWLRQ�� (YHQ� WKH� VFKRRO� KDG� EHHQ� FORVHG� IRU� WKHDIWHUQRRQ�DQG�DOO�WKH�VWXGHQWV�ZHUH�WKHUH��ZLWK�WKHLU�SDUHQWV�DQG�WHDFKHUV�
7KH�PD\RU�LQWURGXFHG�:DWVRQ�WR�WKH�PHHWLQJ�

,� IRXQG�P\VHOI�VWDQGLQJ�RQ�WKH�VWDJH�RI� WKH�FRPPXQLW\�KDOO� LQ�6XUDW�� ORRNLQJRXW� RQ� D� VWDQGLQJ� URRP� RQO\� DXGLHQFH� RI� IDUPHUV� DQG� JUD]LHUV� DQG� WKHLUIDPLOLHV��VPDOO�EXVLQHVV�SHRSOH�IURP�WKH�WRZQ�DQG�DOO�WKH�NLGV�IURP�WKH�VFKRRO�DORQJ� ZLWK� DOO� WKHLU� WHDFKHUV�� 7KH� ZKROH� WRZQ� ZDV� WKHUH�«� DQG� WKH\� ZHUHDQJU\��FRQIXVHG�DQG�FRQFHUQHG��7KH\�DOVR�KDG�DQ�H[SHFWDWLRQ� WKDW�ZH�FRXOGKHOS�VROYH�WKHLU�SUREOHP��,�KDYH�WR�FRQIHVV�WKDW� IRU� WKH� ILUVW� WLPH�VLQFH�,�KDGMRLQHG� WKH�&UHGLW&DUH� WHDP�� LW� KLW� KRPH� WR�PH� WKDW�ZH�KDG� WDNHQ�RQ�D�KXJHUHVSRQVLELOLW\�
:DWVRQ� WROG� WKHP�DERXW�&UHGLW&DUH��5DLIHLVVHQ��$XVWUDOLDQ� FUHGLW� XQLRQ�KLVWRU\�VHOI�KHOS� DQG� FR�RSHUDWLRQ�� WKH� UDQJH� RI� VHUYLFHV� D� FUHGLW� XQLRQ� RIIHUHG� DQG� WKHQHZ�DOOLDQFH�&UHGLW&DUH�KDG�IRUJHG�ZLWK�3,%$��5HIHUULQJ�WR�FUHGLW�XQLRQ�SLRQHHUVLQ�$XVWUDOLD��ZKR�KDG�VWDUWHG� LQ�SDULVK�KDOOV� DQG�ZRUNV� DPHQLW\� URRPV��:DWVRQFKDOOHQJHG�WKH�FRXQFLO�WR�SXUFKDVH�WKH�IRUPHU�EDQN�EXLOGLQJ�DV�D�KRPH�IRU�D�FUHGLW



���

XQLRQ�EUDQFK��WUDGLQJ�SDUW�WLPH�WR�EHJLQ�ZLWK��ILYH�GD\V�SHU�ZHHN�DQG�HPSOR\LQJORFDO�SHRSOH�
$IWHU� :DWVRQ� ILHOGHG� TXHVWLRQV�� D� UHSUHVHQWDWLYH� RI� WKH� &RPPRQZHDOWK� %DQN�ZKR� ZDV� WKHUH� WR� SURPRWH� DQ� RII�OLQH� DJHQF\� DW� WKH� 3RVW� 2IILFH�� VSRNH�� +HDFNQRZOHGJHG�WKDW�D�FUHGLW�XQLRQ�EUDQFK�FRXOG�RIIHU�D�PXFK�EHWWHU�VHUYLFH�

7KH�EX]]�LQ�WKH�KDOO�ZDV�FRQWDJLRXV�DQG�ZKHQ�>WKH�PD\RU@�DVNHG�IRU�D�VKRZRI�KDQGV�RQ�ZKHWKHU�WKH�FRPPXQLW\�ZDQWHG�WR�ZRUN�ZLWK�&UHGLW&DUH��WKH�YRWHLQ�IDYRXU�ZDV�XQDQLPRXV��,W�ZDV�RQH�RI�WKRVH�WLPHV�ZKHQ�,�IHOW�YHU\�SURXG�WREH�SDUW�RI�WKH�&UHGLW�8QLRQ�0RYHPHQW�
:KHQ�&UHGLW&DUH� UHFHLYHG� D� SRVLWLYH� UHVSRQVH� WR� D� VXUYH\�� WKH� WDVN� RI� ILQGLQJ� DFUHGLW�XQLRQ�ZLOOLQJ�WR�VHUYH�6XUDW�EHJDQ�

%\� D� SURFHVV� RI� HOLPLQDWLRQ�� ,� IRXQG�P\VHOI� FRXUWLQJ�4XHHQVODQG� 7HDFKHUV¶&UHGLW�8QLRQ��,�UDQJ�WKHLU�&KDLUPDQ«�DQG�VDLG�,�ZRXOG�OLNH�WR�PHHW�ZLWK�KLPDQG�KLV�*HQHUDO�0DQDJHU�
,�WROG�WKHP�ZKDW�KDG�KDSSHQHG�LQ�6XUDW��WROG�WKHP�DERXW�WKH�FRPPXQLW\�DQGLWV�UHVSRQVH��WROG�WKHP�LI�WKH\�GLG�DJUHH�WR�RSHQ�D�EUDQFK�WKHUH�LW�PLJKW�ZHOOWXUQ� RXW� WR� EH� D� µQHW� GHSRVLWRU¶� DQG� DVNHG�� LI� ZH� SUHSDUHG� D� IRUPDOVXEPLVVLRQ��ZRXOG�WKH\�WDNH�LW�WR�WKHLU�%RDUG"�7KH\�DJUHHG�

$�SURSRVDO�ZDV�SUHSDUHG�DQG�SODFHG�EHIRUH�WKH�FUHGLW�XQLRQ�DQG�WKH�FRXQFLO��,W�FDOOHGIRU� WKH�&RXQFLO� WR�SURYLGH�SUHPLVHV�DW� D� ORZ� LQLWLDO� UHQWDO� DQG� WR�SODFH� D� VLJQLILFDQWSRUWLRQ�RI�LWV�FRUSRUDWH�EDQNLQJ�ZLWK�WKH�FUHGLW�XQLRQ��,W�DOVR�FDOOHG�RQ�WKH�FUHGLW�XQLRQWR�RSHQ�D�EUDQFK�IDFLOLW\��WUDGLQJ�SDUW�WLPH��ILYH�GD\V�SHU�ZHHN��%RWK�SDUWLHV�DFFHSWHGWKH�SURSRVDO��LQ�SULQFLSOH��DQG�D�PHHWLQJ�ZDV�DUUDQJHG��LQ�6XUDW��WR�UHILQH�WKH�GHWDLOV�0HDQZKLOH��WKH�SURMHFW�KLW�XSRQ�D�SUREOHP��WKH�YDFDWLQJ�EDQN�ZDV�FUHDWLQJ�GLIILFXOWLHVRYHU�WKH�VDOH�RI�LWV�IRUPHU�SUHPLVHV��OHDGLQJ�WR�OHQJWK\�GHOD\V�



���

«� ,W� ZDV� D� YHU\� IUXVWUDWLQJ� WLPH�� SDUWLFXODUO\� IRU� >WKH� PD\RU@�� EHFDXVH� KHFRXOG�VHH�WKH�LPSDFW�WKH�GHOD\�ZDV�KDYLQJ�RQ�KLV�WRZQ��7KH�EDQN�KDG�FORVHGDQG�ZLWK� HYHU\�ZHHN� WKDW� SDVVHG��PRUH� DQG�PRUH� SHRSOH� ZHUH� WUDYHOOLQJ� WR5RPD� WR� GR� WKHLU� EDQNLQJ� DQG� EHJLQ� VKRSSLQJ� WKHUH�� %XVLQHVVHV� LQ� 6XUDW¶VPDLQ�VWUHHW�ZHUH�VWDUWLQJ�WR�UXQ�GRZQ�DQG�VKHOYHV�ZHUH�EHFRPLQJ�EDUH��7KHWRZQ�ZDV�OLWHUDOO\�VWDUYLQJ�IRU�FDVK��3HRSOH�ZHUH�HYHQ�SD\LQJ�IRU�WKLQJV�ZLWKSUH�GHFLPDO�FXUUHQF\�WKDW�KDG�ODLQ�LQ�WKH�ERWWRP�RI�GUDZHUV�IRU�\HDUV��7KLQJVZHUH�JHWWLQJ�SUHWW\�GHVSHUDWH�DQG�PRUDOH�ZDV�FUXPEOLQJ�
,Q�$XJXVW�4XHHQVODQG�7HDFKHUV¶�FRQILUPHG�WKH\�ZRXOG�RSHQ�LQ�6XUDW�DQG��VRRQ�DIWHU�WKH�:DUURR�&RXQFLO�ILQDOO\�VHFXUHG�WKH�EDQN�EXLOGLQJ��:DWVRQ�UHFDOOV� WKH�RSHQLQJ�LQ2FWREHU������

0DUN�>*HQRYHVH@�DQG�,�ZHUH�GULYHQ�RXW�«�WR�PHHW�XS�ZLWK�RWKHU�9,3¶V��ZKHUHZH�ERDUGHG�RQH�RI�6XUDW¶V�SURXGHVW�SRVVHVVLRQV��DQG�ROG�&REE�	�&R�FRDFK�IRU� WKH� UXQ� EDFN� LQWR� WRZQ�� $V�ZH� WXUQHG� LQWR� WKH� PDLQ� VWUHHW�� ZH� FRXOGQ¶WEHOLHYH� RXU� H\HV�� %RWK� VLGHV� RI� WKH� VWUHHW� ZHUH� FUDPPHG�ZLWK� SHRSOH� RI� DOODJHV��7KH\�ZHUH�WKHUH�WR�FHOHEUDWH�WKH�UH�ELUWK�RI�WKHLU�WRZQ�
$V�ZH�EHJDQ�PRYLQJ�DFURVV�WKH�URDG�WR�D�SDUN�IRU�D�EDUEHFXH�OXQFK��RQH�ROGODG\� JUDEEHG� P\� DUP� DQG� ZLWK� WHDUV� LQ� KHU� H\HV� VDLG�� ³7KDQN� \RX� IRUEHOLHYLQJ� LQ�P\� WRZQ´��7KHQ�D�EXVLQHVV�RZQHU� VWRSSHG�PH�DQG� VDLG�� ³7RP�ZH¶YH�KDG�D�WDVWH�RI�ZKDW�LW�LV�WR�EH�D�QR�EDQN�WRZQ�DQG�ZH�GLGQ¶W�OLNH�LW��,I�WKHFUHGLW�XQLRQ�KDG�RSHQHG�D�PRQWK�ODWHU��P\�EXVLQHVV�ZRXOG�QRW�KDYH�VXUYLYHG´�,W�PDGH�PH�IHHO�YHU\�KXPEOH�DQG�DW�WKH�VDPH�WLPH��SURXG��SURXG�RI�WKH�WHDPZKR� KDG� PDGH� LW� KDSSHQ� DQG� RI� WKH� SHRSOH� RI� 6XUDW�� SURXG� RI� WKHLUFRPPLWPHQW� WR� WKH� SULQFLSOHV� RI� FRRSHUDWLRQ� DQG� WR� WKH� SKLORVRSK\� RI� VHOI�KHOS�

7KH�SURMHFW�ZDV�VXFFHVVIXO��%\�������WKH�SRSXODWLRQ�RI�6XUDW�KDG�FOLPEHG�E\�����WR����� WKHUH�ZHUH�PRUH� WKDQ�����VWXGHQWV�DW� WKH� ORFDO� VFKRRO� �XS�E\������ IRUW\�KRXVHVKDG�EHHQ�VROG�LQ�WKH�SDVW�WKUHH�\HDUV�DQG�YDOXHV�LQFUHDVHG��QHZ�MREV�KDG�EHHQ�FUHDWHGDQG�WKH�&RXQFLO�ZDV�LPSRUWLQJ�KRXVHV�IURP�WKH�PLQLQJ�WRZQ�RI�%ODFNZDWHU�LQ�FHQWUDO



���

4XHHQVODQG��$Q�HLJKW�URRP�PRWHO�KDG�EHHQ�EXLOW� DQG�H[SDQGHG� WR���� URRPV�� ,Q� WKHRSLQLRQ� RI� DW� OHDVW� RQH� FRXQFLOORU�� &UHGLW&DUH¶V� SXEOLF� PHHWLQJ� LQ� ����� ZDV� WKHWXUQLQJ�SRLQW�IRU�WKH�WRZQ�
�E� 0XQJLQGL
)HDWXUH�� ,Q�0XQJLQGL�� D� ORFDO� EXVLQHVVPDQ� ERXJKW� WKH� IRUPHU� EDQN� FKDPEHUDQG�LWV�DWWDFKHG�UHVLGHQFH�WR�HQVXUH�WKH�FUHGLW�XQLRQ�WKH\�KRSHG�WR�DWWUDFW�ZRXOGKDYH�D�KRPH��$�FUHGLW�XQLRQ�FDPH�WR�WKH�WRZQ�
6LWXDWHG�DERXW����NP�VRXWK�ZHVW�RI�%ULVEDQH��DGMDFHQW�WR�WKH�4XHHQVODQG�1HZ�6RXWK:DOHV� ERUGHU�� 0XQJLQGL� LV� D� WRZQ� ZKLFK� VHUYHV� D� YDVW� DJULFXOWXUDO� UHJLRQ�� ,W� LVIDPLOLDU�ZLWK�WKH�ULJRXUV�RI�IORRG�DQG�GURXJKW��:DWVRQ�UHFRUGV�

$V�QHZV�RI� WKHLU� EDQN¶V�GHFLVLRQ� >WR� FORVH@� VSUHDG�� DQJHU�� IHDU�DQG� VDGQHVVVZHSW�RYHU�WKH�WRZQ��1RERG\�NQHZ�ZKDW�WR�GR��7KH�RZQHU�RI�WKH�ORFDO�GUDSHU\WROG� KHU� 3URJUHVV� $VVRFLDWLRQ� FROOHDJXHV� VKH� KDG� KHDUG� VRPHWKLQJ� DERXW� DFUHGLW�XQLRQ�FRPLQJ�WR�WKH�UHVFXH�RI�:HUULV�&UHHN��6KH�UDQJ�WKH�FDIp�WKHUH�
$V�IDWH�ZRXOG�KDYH� LW�¶� WKH�FDIp�RZQHU�ZDV� WKH�µPRYHU�DQG�VKDNHU¶�ZKR�KDGZRUNHG� ZLWK� &DWK\� )RUWHVFXH� DQG� WKH� 3HHO� 9DOOH\� &UHGLW� 8QLRQ� LQ� WKDWFRPPXQLW\¶V�VXFFHVVIXO�FDPSDLJQ�WR�UHVWRUH�EDQNLQJ�VHUYLFHV�

:DWVRQ�PHW�WKH�VKRS�RZQHU�
«D� EORQGH�KDLUHG�� SRFNHW�VL]HG� µ9HQXV¶���� $V� WKH� ZHHNV� ZHQW� E\� ,� ZDV� WRGLVFRYHU�D�ODG\�ZKRVH�FKDUDFWHU�KDG�EHHQ�IRUJHG�LQ�DGYHUVLW\��D� ODG\�ZLWK�DSDVVLRQ�IRU�KHU�WRZQ�DQG�IRU�UXUDO�$XVWUDOLD��$V�ZH�ZDLWHG�LQ�WKH�&LYLF�&HQWUHIRU� WKDW� QLJKW¶V� SXEOLF� PHHWLQJ�� >VKH@� EHJDQ� WR� JURZ� GHVSRQGHQW�� ³7KH\PLJKWQ¶W�FRPH��7KH\¶YH�SUREDEO\�KDG�HQRXJK´��³'RQ¶W�ZRUU\´��,�VDLG��³7KH\ZLOO�FRPH´��$W�OHDVW�,�KRSHG�WKH\�ZRXOG��7KLV�ZDV�D�WRZQ�ZKLFK�KDG�MXVW�FRPHWKURXJK�HLJKWHHQ�\HDUV�ZLWKRXW�VXPPHU�UDLQ«<RX�FRXOGQ¶W�UHDOO\�EODPH�WKHPLI�WKH\�GLGQ¶W�WXUQ�XS�



���

%XW� WKH\� FDPH� DQG� WKH\� NHSW� FRPLQJ�� XQWLO� LW� ZDV� VWDQGLQJ� URRP� RQO\�� ZLWKFORVH�WR�����SDFNHG�LQWR�WKH�KDOO��7KH�0D\RU�FKDLUHG�WKH�PHHWLQJ�DQG�WKHQ�LWZDV� P\� WXUQ�� $V� ,� WDONHG� WR� WKHP� DERXW� &UHGLW&DUH��5DLIHLVVHQ� DQG� FUHGLWXQLRQV��,�VDZ�WKHLU�H[SUHVVLRQV�FKDQJH�IURP�UHVLJQDWLRQ��WR�SROLWH�LQWHUHVW��WRNHHQ� LQWHUHVW�� WR� µ,¶P�KHDULQJ� WKLV� EXW� LW� DOO� VRXQGV� WRR� JRRG� WR� EH� WUXH¶�� WRµ+H\��LI�ZH�UHDOO\�JHW�EHKLQG�WKLV��ZH�FDQ�PDNH�LW�KDSSHQ¶�
4XHVWLRQ�WLPH�ZDV�KHFWLF�DQG�IXQ��DQG�ZKHQ�ZH�FDOOHG�IRU�D�YRWH�RQ�JRLQJ�WRVXUYH\��HYHU\�KDQG�ZHQW�XS«��,�WKLQN�DERXW�����ZHUH�FRPSOHWHG�EHIRUH�SHRSOHOHIW�WKH�KDOO�WKDW�QLJKW�
$V�ZH�FKDWWHG�DIWHU� WKH�PHHWLQJ��RQH� ODG\�FRPPHQWHG� WKDW�ZKDW�ZH�KDG� MXVWEHHQ� WKURXJK� ZDV� OLNH� DQ� HYDQJHOLFDO� UHYLYDO� PHHWLQJ�� ,� WKRXJKW� WR� P\VHOI�WKDW¶V� WKH�SRZHU�RI� WKH�FUHGLW�XQLRQ�PHVVDJH��$QRWKHU��D�:HVWSDF�HPSOR\HH�VRXQGHG�PH�RXW�RQ�HPSOR\PHQW�SURVSHFWV��VD\LQJ�VKH�ZRXOG�ORYH�WR�ZRUN�IRUDQ�RUJDQLVDWLRQ�ZKLFK�SUDFWLFHG�WKH�SKLORVRSK\�,�KDG�VSRNHQ�DERXW�

7KH�0RUHH�3ODLQV�6KLUH�SOHGJHG�VXSSRUW�DQG��LQ�ODWH�$XJXVW��:DWVRQ�SODFHG�D�IRUPDOSURSRVDO� EHIRUH� WKH�%RDUG� RI�1HZ�(QJODQG�&UHGLW� XQLRQ«� DQG�ZDLWHG�� 7KH�%RDUGLQLWLDOO\� UHMHFWHG� WKH� SURSRVDO�� QRW� EHFDXVH� LW�ZDVQ¶W� D� JRRG� RQH� EXW� EHFDXVH� RI� WKHZRUNORDG� WKH� FUHGLW� XQLRQ� ZDV� WKHQ� IDFLQJ�� ZKLFK� LQFOXGHG� GHDOLQJ� ZLWK� FKDQJLQJOHJLVODWLRQ�� FRPSXWHU� XSJUDGHV� DQG� WKH� UHFHQW� RSHQLQJ� RI� D� QHZ�EUDQFK� �DW�0RUHH��6XSSRUWHUV�RI�WKH�LGHD�LQ�0XQJLQGL�ZHUH�GHYDVWDWHG�EXW�GHFLGHG�WR�DSSURDFK�DQRWKHULQVWLWXWLRQ�� :DWVRQ� IRXQG� FUHGLW� XQLRQV� ZHUH� QRW� LQWHUHVWHG� EHFDXVH� RI� WKH� WRZQ¶VLVRODWLRQ��$�OHQJWK\�GHOD\�HQVXHG�LQ�ZKLFK�WLPH�VSLULWV�IODJJHG��:DWVRQ�UHFDOOV�
,�KDG�QHYHU�VKDNHQ�WKH�IHHOLQJ�WKDW�1HZ�(QJODQG�ZDV�ULJKW�IRU�0XQJLQGL��1RUKDG�>VXSSRUWHUV@�� VR�ZH�JRW�RXU�KHDGV�WRJHWKHU�WR�SODQ�D�QHZ�DSSURDFK��:HZHUH�DZDUH�GR]HQV�RI�ORFDOV�KDG�PDGH�WKH����NP�URXQG�WULS�WR�0RUHH��ZKHUH1HZ�(QJODQG� KDG� D� EUDQFK�� WR� RSHQ� DFFRXQWV�� 7KDW� LQ�LWVHOI�ZDV� VHQGLQJ� DSUHWW\� FOHDU�PHVVDJH�«� WKDW� WKH� SHRSOH� RI�0XQJLQGL� ZDQWHG� D� FUHGLW� XQLRQDQG�WKH\�ZDQWHG�WKDW�FUHGLW�XQLRQ�WR�EH�1HZ�(QJODQG�



���

>:H@� GHFLGHG� ZH� VKRXOG� WDUJHW� WKH� FRPPXQLW\¶V� >6WDWH� DQG� )HGHUDO@SROLWLFLDQV�� 7KH\� VHQW� OHWWHUV� RI� VXSSRUW�� $� ORFDO� EXVLQHVVPDQ� ERXJKW� WKHIRUPHU�EDQN�EXLOGLQJ�WR�PDNH�VXUH�LW�ZDVQ¶W�ORVW�WR�VRPH�RWKHU�XVH��+H�ZDQWHGWR� EH� DEOH� WR� DVVXUH� 1HZ� (QJODQG� WKH\� ZRXOG� KDYH� D� JRRG� EDVH� IRU� WKHLURSHUDWLRQV�
:DWVRQ� PDLQWDLQHG� FRQWDFW� ZLWK� WKH� 1HZ� (QJODQG� &UHGLW� 8QLRQ� DQG� ZKHQUHSUHVHQWDWLYHV� YLVLWHG� WKH� WRZQ�� µ>WKH\@� IRXQG� WKHPVHOYHV� LQ� D�PHHWLQJ�ZLWK� DOO� WKHWRZQ¶V� EXVLQHVV� RZQHUV� DQG� D� JRRG� QXPEHU� RI� WKH�PDMRU� SULPDU\� SURGXFHUV� LQ� WKHDUHD�¶�7KH�FUHGLW�XQLRQ�WKHQ�DJUHHG�WR�RSHQ�D�EUDQFK��:DWVRQ�UHPHPEHUV�WKH�RSHQLQJGD\�

$V�ZH�ZDONHG�DORQJ�WKH�IRRWSDWK��RXU�µILYH�IRRW�SRFNHW�VL]HG�9HQXV¶�VHHPHG�WREH� WHQ� IHHW� WDOO��6KH�QHYHU� VWRSSHG� VPLOLQJ�� QRU�GLG�DQ\RQH� HOVH�ZH�PHW� WKDWGD\��7KH�SURFHVVLRQ�RI�SHRSOH�MRLQLQJ�XS�MXVW�NHSW�RQ�FRPLQJ��7KHUH�ZHUH�QRPRUQLQJ�WHD�RU�OXQFK�EUHDNV�IRU�WKH�VWDII�WKDW�GD\���RU�IRU�WKDW�ZHHN��IRU�WKDWPDWWHU��
>:H@�ZHUH�VWRSSHG�FRQVWDQWO\�DV�ZH�PDGH�RXU�ZD\�EDFN�WR�RXU�FDU��2QH�VWRUHRZQHU�FDPH�UXVKLQJ�RXW��³,�ZDQW�WR�WKDQN�\RX�IRU�VDYLQJ�RXU�WRZQ´��KH�VDLG�SXPSLQJ�P\� KDQG� VR� YLJRURXVO\� ,� WKRXJKW� KH�ZRXOG� GLVORFDWH� P\� VKRXOGHU�8QOHVV�\RX�KDYH�EHHQ�ZKHUH�ZH� ILHOG�RIILFHUV�KDYH�EHHQ�� \RX� FDQ¶W�EHJLQ� WRLPDJLQH�WKH�GHSWK�RI�IHHOLQJ�LQ�WRZQV�ZKLFK�VHHP�WR�KDYH�WR�ILJKW�HYHU\�LQFK�RIWKH�ZD\�IRU�VHUYLFHV�XUEDQ�$XVWUDOLDQV�WDNH�IRU�JUDQWHG�

7KH� ORFDO�&RXQFLO� SXEOLFO\� SUHVHQWHG� WKH� QHZ�EUDQFK�ZLWK� D� ��������� WHUP� GHSRVLWDQG� µ0XQJLQGL�ZDV� EDFN� LQ� EXVLQHVV�¶�$VNHG� LQ� ODWHU� \HDUV� LI� WKH� EUDQFK� UHDOO\� KDGPDGH�D�GLIIHUHQFH��:DWVRQ�UHIOHFWHG�
7KH�DQVZHU�LV�µ\HV¶�DQG�LQ�ZD\V�\RX�FRXOGQ¶W�HYHQ�EHJLQ�WR�LPDJLQH��7R�VLJQDOWKDW� WKLQJV� ZHUH� GLIIHUHQW�� WKH\� VWDUWHG� WR� PDNH� FKDQJHV�� 7KH\� VWDUWHG� E\UHSDLQWLQJ�DOO� WKH� UXEELVK� ELQV� LQ� WKH� VWUHHW� KHULWDJH� JUHHQ� DQG� RQH� E\� RQH�VWRUH�RZQHUV�DQG�KRPH�RZQHUV�JRW�RXW�WKHLU�SDLQW�WLQV�



���

,PSUHVVHG� E\� WKHLU� ³FDQ� GR´� DWWLWXGH�� WKH� *RYHUQPHQW� RI� WKH� GD\� ILQDOO\DJUHHG� WR�XSJUDGH� WKH�URDG�EHWZHHQ�0RUHH�DQG�0XQJLQGL� WR�DQ DOO�ZHDWKHUURDG��2YHU�WKH�ERUGHU��WKH�WUHDFKHURXV�URDG�WR�7DOZRRG�ZDV�DOVR�XSJUDGHG�/RQJ� RYHUGXH� LPSURYHPHQWV� ZHUH�PDGH� WR� WKH� ORFDO� KRVSLWDO��6WRUH�RZQHUVZKR� KDG�ZDQWHG� WR� UHWLUH�� EXW� FRXOGQ¶W� EHFDXVH� QRERG\� ZDQWHG� WR� FRPH� WR0XQJLQGL��IRXQG�EX\HUV�DQG�PRUH�\RXQJ�IDPLOLHV�PRYHG�LQWR�WKH�WRZQ�
0XQJLQGL� UHDOO\� LV� EDFN� LQ� EXVLQHVV� DQG� >UHVLGHQWV@� ZLOO� WHOO� \RX� WKH\� KDYHGUDZQ�WKHLU�LQVSLUDWLRQ�IURP�WKH�SULQFLSOHV�DQG�SKLORVRSK\�RI�WKH�FUHGLW�XQLRQPRYHPHQW��0XQJLQGL�LV�D�FUHGLW�XQLRQ�WRZQ�

:DWVRQ� EHOLHYHV� WKDW� WKHUH� LV� QRZ� DQ� HQWLUHO\� GLIIHUHQW� VSLULW� LQ� WKH� WRZQ� VSULQJLQJIURP�WKH�GHFLVLRQ�WR�ILJKW�EDFN�DQG�WKDW�UHVLGHQWV�QRZ�SURXGO\�SURFODLP�0XQJLQGL�DµFR�RSHUDWLYH¶�WRZQ�
�� $JJUHJDWHG�6HUYLFHV�0RGHO
�D� +HUEHUWRQ
)HDWXUH�� ,Q� +HUEHUWRQ�� WKH� 4XHHQVODQG� *RYHUQPHQW�� ZKLFK� RZQHG� D� EXLOGLQJXVHG� E\� LWV� 2IILFH� RI� 5XUDO� &RPPXQLWLHV� �25&�� WR� GHOLYHU� 4XHHQVODQG*RYHUQPHQW� $JHQW� �4�*$3�� VHUYLFHV�� DJUHHG� WR� DOORZ� D� FUHGLW� XQLRQ� WR� VKDUHWKRVH�SUHPLVHV��UHQW�IUHH��IRU�WKH�GHOLYHU\�RI�D�ZLGHU�UDQJH�RI�VHUYLFHV�
+HUEHUWRQ�EHJDQ�DV�D�WLQ�PLQLQJ�WRZQ�ZLWK�D�GDLU\LQJ�LQGXVWU\�LQ�WKH�VXUURXQGV��:KHQWKH� WLQ� UDQ� RXW�� WKH� WRZQ� SURPRWHG� LWVHOI� DV� DQ� HGXFDWLRQ� FHQWUH� DQG� D� QXPEHU� RIERDUGLQJ�VFKRROV�RSHQHG��ZKLFK�FDWHU�IRU�FKLOGUHQ�IURP�RXWEDFN�SURSHUWLHV�DQG�IURPWKH�$VLD�3DFLILF�UHJLRQ�
,Q�2FWREHU�������:DWVRQ� UHFHLYHG�D�SKRQH�FDOO� IURP� WKH�4XHHQVODQG�25&�DGYLVLQJWKDW�+HUEHUWRQ�ZDV�DERXW�WR�ORVH�LWV�ODVW�EDQN�DQG�UHTXHVWLQJ�&UHGLW&DUH¶V�KHOS��2QO\�DIHZ�ZHHNV�HDUOLHU�:DWVRQ�KDG�EULHIHG� WKH�0LQLVWHU� IRU�/RFDO�*RYHUQPHQW�� LQ�ZKLFK25&�IXQFWLRQHG��DERXW�WKH�&UHGLW&DUH�SURMHFW�



���

:DWVRQ�UDQJ�WKH�&RXQFLO�DQG�DUUDQJHG�WR�PHHW�ZLWK�WKHP�WKH�IROORZLQJ�0RQGD\��+HIOHZ�WR�&DLUQV�DQG�DUULYHG�LQ�+HUEHUWRQ�DERXW�DQ�KRXU�EHIRUH�WKH�PHHWLQJ��ZKLFK�JDYHKLP�DQ�RSSRUWXQLW\�WR�µORRN�RYHU�WKH�WRZQ�DQG�H\H�RII�SRVVLEOH�ORFDWLRQV�IRU�D�FUHGLWXQLRQ¶��$W� WKH� WRS�RI� WKH�PDLQ�VWUHHW� WKH� ILHOG�RIILFHU� QRWLFHG�D�QHZO\�SDLQWHG� VKRS�ZKLFK�ZDV�FORVHG�XS��7KLV�ZDV�ZKHUH�WKH�4*$3�SURJUDP�ZDV�UXQ�E\�WKH�25&��µWKHYHU\�SHRSOH�UHVSRQVLEOH�IRU�P\�EHLQJ�LQ�+HUEHUWRQ¶��:DWVRQ�WRRN�D�PHQWDO�QRWH�RI�LWVWUDGLQJ�KRXUV���7XHVGD\V��������WR�������+H�UDQJ�WKH�(OHFWULFLW\�&UHGLW�8QLRQ��(&8��WRVHH�LI�LW�ZRXOG�EH�LQWHUHVWHG�LQ�+HUEHUWRQ�� ,W�ZDV��DQG�:DWVRQ�KDVWHQHG�WR�VKDUH�WKLVSRVLWLYH�QHZV�ZLWK�WKH�FRXQFLO��+H�UHFDOOV�
7KH� PHHWLQJ� ZLWK� WKH� &RXQFLO� ZHQW� ZHOO«�� :H� JRW� RQ� WR� WKH� VXEMHFW� RIDFFRPPRGDWLRQ�� 'LG� WKH� &RXQFLO� KDYH� DQ\WKLQJ� DYDLODEOH"� 1R�� &RXOG� WKH\LGHQWLI\�D�FRXSOH�RI�SRVVLELOLWLHV"�0D\EH��³:KDW�DERXW�WKH�4*$3�RIILFH�DW�WKHWRS�RI�WKH�URDG´��,�DVNHG��³<RX¶OO�KDYH�WR�DVN�WKH�*RYHUQPHQW´��WKH\�VDLG�
:KHQ�LW�FDPH�WR�WKH�PDWWHU�RI�D�SXEOLF�PHHWLQJ«�WKH�PD\RU��ZRXOG�KDYH�QRQHRI�LW��>6KH@�ZDV�OLYLG�DW�WKH�EDQN¶V�GHFLVLRQ«�DQG�VKH�ZDQWHG�WR�JR�VWUDLJKW�WRVXUYH\�� &RXQFLOORUV� DQG� FRXQFLO� HPSOR\HHV� ZRXOG� GRRU�NQRFN� HYHU\KRXVHKROG��LQIRUP�WKHP�RQ�ZKDW�ZH�ZHUH�WU\LQJ�WR�DFKLHYH�DQG�GLVWULEXWH�WKHVXUYH\�

:DWVRQ�WKHQ�HPEDUNHG�XSRQ�DQ�H[WHQVLYH�URXQG�RI�WHOHSKRQH�FDOOV�
7KH�ILUVW�WKLQJ�,�GLG�ZKHQ�,�JRW�EDFN�WR�%ULVEDQH�ZDV�WR�ULQJ�P\�FRQWDFW�LQ�WKH0LQLVWHU¶V�RIILFH��,�UHPLQGHG�KLP�WKDW�WKHLU�SDUWLQJ�ZRUGV�WR�XV�DIWHU�ZH�KDGEULHIHG� WKH� 0LQLVWHU� HDUOLHU� LQ� WKH� \HDU� ZHUH� «� ³LI� \RX� HYHU� IHHO� WKHUH� LVDQ\WKLQJ�WKH�0LQLVWHU�FDQ�GR�WR�KHOS��SOHDVH�JLYH�XV�D�FDOO´�
0\�UHTXHVW"�&RXOG�KH�DUUDQJH�IRU�WKH�(&8�WR�VKDUH�WKH�4*$3�SUHPLVHV�DQGHTXLSPHQW�LQ�+HUEHUWRQ�RQ�D�UHQW�IUHH�EDVLV"
$�IHZ�GD\V�ODWHU�,�KDG�D�FDOO�IURP�WKH�KHDG�RI�WKH�2IILFH�RI�5XUDO�&RPPXQLWLHVWR�VD\�WKH\�KDG�EHHQ�FKDOOHQJHG�E\�P\�UHTXHVW��+H�JDYH�PH�WKH�QDPHV�RI�VRPH



���

VHQLRU� SXEOLF� VHUYDQWV�� LQFOXGLQJ� WKH� PDQDJHU� IRU� QRUWK� 4XHHQVODQG� RI� WKH'HSDUWPHQW�RI�WKH�3UHPLHU�DQG�&DELQHW�
,� ZRUNHG� SUHWW\� KDUG� RQ� WKHVH� SHRSOH�� HQFRXUDJLQJ� WKHP� WR� HPEUDFH� RXUSKLORVRSK\�DQG�WKH�DLPV�RI�&UHGLW&DUH�DQG�DW�WKH�HQG�RI�1RYHPEHU�P\�QRUWK4XHHQVODQG�FRQWDFW�UDQJ�WR�WHOO�PH��³WKH�3UHPLHU�LV�ZUDSSHG�ZLWK�WKH�LGHD��,ILW�ZRUNV��ZH¶OO�XVH�LW�DV�D�PRGHO�DURXQG�WKH�6WDWH´�
:H� KDG� RXU� SUHPLVHV� ±� UHQW�IUHH� �� DQG� RQ�0RQGD\� ��'HFHPEHU� ������ IRXUGD\V�EHIRUH�WKH�$1=�OHIW� WRZQ��(&8�RSHQHG�D�EUDQFK� LQ� WKH�SUHPLVHV�RI� WKH4XHHQVODQG�*RYHUQPHQW�$JHQW��ZLWK� WKH� ULJKW� WR� VKDUH� WKH� XVH� RI� WKH� RIILFHHTXLSPHQW�DOUHDG\�DYDLODEOH�
7KLV�DJJUHJDWLRQ�RI�VHUYLFHV�PHDQW�WKH�SHRSOH�RI�+HUEHUWRQ�QRW�RQO\�UHJDLQHGDFFHVV�WR�EDQNLQJ�VHUYLFHV�� ILYH�GD\V�D�ZHHN�� WKH\�DOVR�KDG�VLPLODU�DFFHVV� WRWKH�*RYHUQPHQW� VHUYLFHV��ZKLFK�KDG�SUHYLRXVO\�RQO\�EHHQ�DYDLODEOH� IRU� IRXUKRXUV�HDFK�ZHHN��,W�ZDV�D�UHDO�ZLQ�ZLQ�RXWFRPH�

:LWKLQ� ZHHNV�� WKH� 25&� ZDV� DVNLQJ� LI� &UHGLW&DUH� FRXOG� QRPLQDWH� RWKHU� VLWHV� LQ4XHHQVODQG� ZKHUH� WKH� DJJUHJDWLRQ� PRGHO� PLJKW� KDYH� DSSOLFDWLRQ��:DWVRQ� UHIOHFWV�µ:H�ORVW�QR�WLPH�LQ�JLYLQJ�WKHP�D�KHDOWK\�OLVW�¶
+HUEHUWRQ�GHYHORSHG�LQWR�(&8¶V�PRVW�VXFFHVVIXO�FRXQWU\�EUDQFK�
�E� 'LUUDQEDQGL
)HDWXUH�� 'LUUDQEDQGL� KDG� EHHQ� RQH� RI� &UHGLW&DUH¶V� ILUVW� µIDLOXUHV¶�� EXW� ILHOGRIILFHUV�ODWHU�ZHQW�EDFN�DQG��DIWHU�ZRUNLQJ�ZLWK�WKH�4XHHQVODQG�*RYHUQPHQW�WRGHYHORS�DQ�DJJUHJDWHG�VHUYLFHV�IDFLOLW\��KHOSHG�WR�GHYHORS�DQ�57&�LQ�WKH�WRZQ�
,Q� 1RYHPEHU� ������ 7RP� :DWVRQ� PDGH� KLV� ILUVW� µFROG� FDOO¶� DV� D� ILHOG� RIILFHU�� WR'LUUDQEDQGL��LQ�WKH�VRXWK�ZHVW�4XHHQVODQG�6KLUH�RI�%DORQQH��D�VHYHQ�KRXU�GULYH�IURP



���

%ULVEDQH��+H� FKRVH�'LUUDQEDQGL� EHFDXVH� LW�ZDV� SDUW� RI� KLV� IDWKHU¶V� ROG� SDULVK� RI� 6W*HRUJH��ZKHUH�KH�KDG�EHHQ�D�PLQLVWHU�LQ�WKH�8QLWLQJ�&KXUFK�
:DWVRQ�UDQJ�D� ORFDO�&RXQFLOORU�RQ�D�6XQGD\�QLJKW�IURP�D�PRWHO�URRP�LQ�6W�*HRUJH�6KH�DJUHHG�WR�DUUDQJH�D�PHHWLQJ�ZLWK�FRPPXQLW\�UHSUHVHQWDWLYHV�DQG�EXVLQHVV�OHDGHUVIRU�WKH�IROORZLQJ�7XHVGD\��:DWVRQ�GHVFULEHV�KHU�DV�µRQH�RI�WKRVH�FRXQWU\�JHPV¶�DQGUHFDOOV�

$IWHU�JHWWLQJ�RYHU�WKH�VKRFN�RI�OLVWHQLQJ�WR�VRPHRQH�ZKR�ZDV�DFWXDOO\�WDONLQJDERXW�KHOSLQJ�WKHP�JHW�EDFN�DQ�HVVHQWLDO�VHUYLFH�±�UXUDO�$XVWUDOLD�KDG�EHFRPHFRQGLWLRQHG�WR�KHDULQJ�YLVLWRUV�H[SODLQ�ZK\�D�VHUYLFH�ZDV�EHLQJ�ZLWKGUDZQ�±WKH� JURXS� RSHQHG� XS� DERXW� WKH� GLIILFXOWLHV� WKH� WRZQ� IDFHG� E\� QRW� KDYLQJ� DGHFHQW�EDQNLQJ�VHUYLFH�
7KH�QHDUHVW�EDQN�ZDV� LQ�6W�*HRUJH�±�D� WZR�KRXU�URXQG� WULS�±�DQG� WKH� ORFDOEXVLQHVVHV�KDG�ORVW�WUDGH�WKURXJK�SHRSOH�WDNLQJ�WKH�RSSRUWXQLW\�WR�VKRS�WKHUHDIWHU�YLVLWLQJ�WKH�EDQN��7KLV�EHFDPH�D�IDPLOLDU�VWRU\�
0DQ\� RI� WKH� EXVLQHVVHV� KDG� UHOXFWDQWO\� EHFRPH� TXDVL� EDQNHUV�� D� UROH� WKH\GLGQ¶W�ZDQW��EXW�D�UROH�WKH\�KDG�WR�SOD\�WR�KHOS�UHWDLQ�WKHLU�FXVWRPHUV��,�ZHOOUHPHPEHU�WKH�ORFDO�QHZVDJHQW«�WHOOLQJ�PH�KH�IUHTXHQWO\�KDG�SHRSOH�FDVKLQJZDJHV�FKHTXHV� IRU�XS� WR��������� VSHQGLQJ�����ZLWK�KLP�DQG�³PDUFKLQJ�RXWWKH� GRRU� ZLWK� ����� IURP� P\� WLOO´�� >+H@� ZDV� DQ� H[�EDQNHU�� VR� KH� IXOO\XQGHUVWRRG�WKH�RSSRUWXQLW\�FRVWV�FUHDWHG�E\�KLV�TXDVL�EDQNHU�UROH�

:DWVRQ�KHDUG�KRZ�WKH�7RXULVW�DQG�3URJUHVV�$VVRFLDWLRQ�ZDV�NHHQ�WR�FDSWXUH�VRPH�RIWKH� WRXULVW� WUDIILF� IURP� VRXWKHUQ� VWDWHV� SDVVLQJ� WKURXJK� RQ� WKHLU� DQQXDO� PLJUDWLRQQRUWK��EXW�IHOW�KHOG�EDFN�E\�WKH�WRZQ¶V�ODFN�RI�IDFLOLWLHV�DQG�ODFN�RI�FRQILGHQFH��7KHLQDXJXUDO� PHHWLQJ�� KRZHYHU�� DJUHHG� WR� FDOO� D� SXEOLF� PHHWLQJ� WR� JDWKHU� FRPPXQLW\VXSSRUW�
7KH� UHVSRQVH�ZDV�PRGHVW�� EXW� JLYHQ� WKH� SUHYDLOLQJ�PRRG� LQ� WKH� FRPPXQLW\�XQGHUVWDQGDEOH�� 7KH� WRZQ� ZDV� µWLUHG¶� DQG� WKH� SHRSOH� GHIODWHG�� 0DQ\�� WKH



���

PDMRULW\� DV� LW� WXUQHG� RXW�� ZHUH� QRW� LQWHUHVWHG� LQ� KDYLQJ� WKHLU� KRSHV� UDLVHG�RQO\�WR�VHH�WKHP�GDVKHG�\HW�DJDLQ��$QG�ZH�VWUXFN�VWURQJ�RSSRVLWLRQ�IURP�WKHSRVW�RIILFH�OLFHQVHH��ZKR�VDZ�ZKDW�ZH�ZHUH�KRSLQJ�WR�DFKLHYH�DV�D�WKUHDW� WRKLV�&RPPRQZHDOWK�%DQN�DJHQF\�
5HOXFWDQWO\��WKH�'LUUDQEDQGL�ILOH�ZDV�FORVHG�«�EXW�QRW�IRUJRWWHQ��:DWVRQ�VD\V�WKDW�µLWZRXOG�QRW�EH�SUXGHQW�WR�GHFODUH¶�VRPH�RI�WKH�UHDVRQV�IRU�WKH�SRRU�UHVSRQVH�
+RSLQJ� WR� µSODQW� D� VHHG¶� IRU� ODWHU�� :DWVRQ� DVNHG� WKDW� VRPH� UHSUHVHQWDWLYHV� IURP'LUUDQEDQGL�EH� LQYLWHG� WR� WKH�RSHQLQJ�RI� WKH�0XQJLQGL�FUHGLW�XQLRQ� LQ� ODWH������� VRWKH\�FRXOG� VHH� ILUVW� KDQG�ZKDW� FRXOG�EH�GRQH��7KH�0D\RU� DQG�&(2�RI� WKH� %DORQQH6KLUH�DWWHQGHG��DORQJ�ZLWK�'LUUDQEDQGL¶V�ORFDO�&RXQFLOORU�
%\�HDUO\�������'LUUDQEDQGL�ZDV�EHFRPLQJ�µPRUH�SURVSHURXV¶��DQG��:DWVRQ�EHOLHYHG�µUHDG\�IRU�D�FUHGLW�XQLRQ¶�

,�PHW�ZLWK�D�JURXS�RI�FRPPXQLW\�OHDGHUV�«�DQG�ZH�GLVFXVVHG�RXU�VWUDWHJ\�WRPXVWHU� FRPPXQLW\� VXSSRUW��$OO� DJUHHG� µVHOI�KHOS¶�ZRXOG�KDYH� WR� SOD\� D� UROHWKLV�WLPH��SDUWLFXODUO\�LQ�JHWWLQJ�SHRSOH�WR�WDNH�SDUW�LQ�DQRWKHU�VXUYH\��$�ORFDOEXVLQHVVPDQ��ZKR�RZQHG� WKH�ROG�&RPPRQZHDOWK�%DQN�EXLOGLQJ� LQ� WKH�PDLQVWUHHW�±�LW�KDG VXEVHTXHQWO\�EHHQ�KRPH�WR�(OGHUV���RIIHUHG�WR�UHIXUELVK�SDUW�RIWKH�EXLOGLQJ�DV�D�EDQNLQJ�FKDPEHU�DQG�PDNH�LW�DYDLODEOH�IRU�D�PRGHVW�UHQW�
:H�KDGQ¶W�HYHQ�VWDUWHG�DQG�ZH�KDG�SUHPLVHV�
1HZ�VXUYH\V�ZHQW�RXW��EXW� WR�HYHU\RQH¶V�VXUSULVH��EURXJKW�D�GLVDSSRLQWLQJO\ORZ�UHVSRQVH��:KHQ�ZH�FKHFNHG��LW�VHHPHG�D�ORW�PRUH�SHRSOH�FODLPHG�WR�KDYHUHSOLHG�� )RU� VRPH� UHDVRQ� WKHLU� UHVSRQVHV� ZHUH� QRW� JHWWLQJ� WKURXJK�� 7KH6WHHULQJ�&RPPLWWHH�RUJDQLVHG�D�KRXVH�WR�KRXVH��SURSHUW\�WR�SURSHUW\�FDQYDVVDQG� VORZO\� EXW� VXUHO\� WKH� UHVSRQVHV� FDPH� LQ� XQWLO�� E\� HDUO\� 0D\�� ZH� KDGDFKLHYHG�D����SHU�FHQW�UHVSRQVH�



���

2XU� %UDQFK� &RVW� $QDO\VLV� VKRZHG� D� SDUW�WLPH� EUDQFK� RSHUDWLRQ� ZRXOGRSHUDWH�DW�D� ORVV� LQ� LWV� ILUVW�\HDU��EXW� VKRZ�D�UHDVRQDEOH�SURILW� LQ�<HDU���� ,WZDV� WLPH� WR� ORRN� IRU� D� FUHGLW� XQLRQ� SDUWQHU�� 7KLV� SURYHG� WR� EH� GLIILFXOW� DQGGLVDSSRLQWPHQW�IROORZHG�GLVDSSRLQWPHQW�DV�WKH�ZHHNV�VOLSSHG�E\�
%\� QRZ�� WKH� (&8�4*$3� µMRLQW� YHQWXUH¶� LQ� +HUEHUWRQ� ZDV� DWWUDFWLQJ� FRQVLGHUDEOHDWWHQWLRQ� DQG� WKDW� JDYH� :DWVRQ� WKH� LGHD� RI� VRXQGLQJ� RXW� WKH� 2IILFH� RI� 5XUDO&RPPXQLWLHV� �25&�� DERXW� DSSRLQWLQJ� D� FUHGLW� XQLRQ� DV� WKHLU� DJHQW� LQ� 'LUUDQEDQGL�7KH�LQFRPH�IURP�WKLV�DSSRLQWPHQW�FRXOG�HQKDQFH�WKH�FUHGLW�XQLRQ¶V�YLDELOLW\�DQG�WKHJRYHUQPHQW� ZRXOG� KDYH� DQRWKHU� RXWOHW� IRU� LWV� VHUYLFHV�� µ,I� ZH� FRXOG� DUUDQJH� LW�� LWZRXOG�EH�D�ZLQ�ZLQ�ZLQ�RXWFRPH�����D�ZLQ�IRU�WKH�FUHGLW�XQLRQ��D�ZLQ�IRU�WKH�25&�DQGD�ZLQ� IRU� WKH�FRPPXQLW\�¶�7KH�25&�JDYH� WKH� FRQFHSW� LQ�SULQFLSOH� VXSSRUW��:DWVRQFRQWDFWHG�(&8�DQG�IRXQG�WKH�FUHGLW�XQLRQ�LQWHUHVWHG�

$�SURSRVDO�ZDV�GXO\�VXEPLWWHG�WR�(&8¶V�%RDUG��7KH\�WRR�JDYH�LW�LQ�SULQFLSOHVXSSRUW�DQG�QHJRWLDWLRQV�EHWZHHQ� WKH�25&�DQG�(&8�JRW�XQGHU�ZD\��%\� WKHHQG� RI�$XJXVW� DJUHHPHQW� KDG� EHHQ� UHDFKHG� DQG� LW�ZDV� WLPH� WR� JHW� GRZQ� WRVRPH�VHULRXV�SODQQLQJ�ZLWK�RXU�6WHHULQJ�&RPPLWWHH�LQ�'LUUDQEDQGL��7KH�(&8%RDUG�UDWLILHG�RXU�SURSRVDO�DW�WKHLU�6HSWHPEHU������%RDUG�0HHWLQJ�
2FWREHU� ZDV� D� EXV\� PRQWK� DV� (&8¶V� QHZ� KRPH� XQGHUZHQW� UHIXUELVKPHQW�:KDW� KDG�EHHQ�D� UXQ�GRZQ�EXLOGLQJ�EHFDPH��DV�RQH�RI� WKH� ORFDOV�SXW� LW��³DEHDFRQ�LQ�RXU�PDLQ�VWUHHW´�

,Q�1RYHPEHU�������(&8�RSHQHG�D�IXOO�VHUYLFH�EUDQFK�LQ�WKH�WRZQ��6KRUWO\�DIWHU�� WKH'LUUDQEDQGL�EUDQFK�ZDV�DSSRLQWHG�DV�WKH�4*$3�DJHQW�
«WKH�ILUVW�VXFK�FRPPHUFLDO�DUUDQJHPHQW�EHWZHHQ�D�6WDWH�*RYHUQPHQW�DQG�DILQDQFLDO� LQVWLWXWLRQ�� ,W� ZDV� UHDO� UHG�OHWWHU� GD\� IRU� 'LUUDQEDQGL� DQG� IRU� WKHSHRSOH� RI� WKH� WLQ\� WRZQVKLS� RI� +HEHO�� ��NP� WR� WKH� VRXWK�ZHVW�� ZKR� DOVRSODQQHG� WR� XVH� WKH� QHZ� IDFLOLW\�� $IWHU� QHDUO\� D� GHFDGH�� WKH� WRZQ� KDG� LWVEDQNLQJ�VHUYLFH�EDFN�DQG�LW�KDG�JRYHUQPHQW�VHUYLFHV�IRU�WKH�ILUVW�WLPH�



���

7KH�WRZQ¶V�PRUDOH�VRDUHG�EXW�WKH�EUDQFK¶V�HFRQRPLF�SHUIRUPDQFH�ZDV�GLVDSSRLQWLQJ�DIIHFWHG�E\�FRPSHWLWLRQ�IURP�D�SRSXODU�SRVW�RIILFH�&RPPRQZHDOWK�%DQN�RSHUDWRU��,Q������&UHGLW&DUH�)LHOG�2IILFHU�0DUJDUHW�/HVWHU�DVVLVWHG�WKH�FRPPXQLW\�LQ�ORGJLQJ�DQDSSOLFDWLRQ� WR� XSJUDGH� WKH� IDFLOLW\� WR� DQ� 57&�� 7KH� ORFDO� 3URJUHVV� $VVRFLDWLRQDSSRLQWHG� (&8� WR� PDQDJH� WKH� 57&� RQ� LWV� EHKDOI�� RIIHULQJ� ILQDQFLDO� VHUYLFHV�FRPPRQZHDOWK�DQG�VWDWH�JRYHUQPHQW�VHUYLFHV��VPDOO�EXVLQHVV�VXSSRUW�DQG�DQ�,QWHUQHWFDIp�
��� 3DUWQHUVKLSV�DQG�0HPEHU�6HUYLFHV�&HQWUH�0RGHO
$�JUHDW�GHDO�RI�&UHGLW&DUH¶V�ZRUN�ZDV�GRQH� LQ�YHU\� VPDOO� FRPPXQLWLHV� ODFNLQJ� WKHSRSXODWLRQ�RU�UHVRXUFHV�WR�VXSSRUW�D�IXOO\�IOHGJHG�EUDQFK��7RP�:DWVRQ�DQG�RWKHU�ILHOGRIILFHUV�FDPH�WR� WKH�YLHZ�WKDW� WKH�SURJUDP�UHTXLUHG�D�QHZ�VHUYLFHV¶�GHOLYHU\�PRGHO�ZKLFK� LPSURYHG� XSRQ� WKH� WUDGLWLRQDO� RQH�� EDVHG� RQ� D� ILQDQFLDO� LQVWLWXWLRQ�� :DWVRQUHFDOOV�

,�IHOW�LW�KDG�WR�EH�D�VWUXFWXUH�LQ�ZKLFK�ERWK�WKH�FUHGLW�XQLRQ�DQG�WKH�FRPPXQLW\KDG�D VWDNH��ERWK� LQ� WHUPV�RI� LWV�HVWDEOLVKPHQW�FRVWV�� LWV�FDSLWDO�DQG�UXQQLQJFRVWV�DQG�LWV�LQFRPH��)RU�ZDQW�RI�D�EHWWHU�GHVFULSWLRQ��D�µ&OD\WRQ¶V�IUDQFKLVH¶�,�IORDWHG�WKH�LGHD�DW�RQH�RI�RXU�WHDP�PHHWLQJV�GXULQJ������
'XEEHG� WKH� µ0HPEHU� 6HUYLFHV� 0RGHO¶�� WKLV� GRYHWDLOHG� ZHOO� ZLWK� WKH� DJJUHJDWHGVHUYLFHV� GHOLYHU\� PRGHO� HDUOLHU� HPSOR\HG� E\� WKH� 4XHHQVODQG� *RYHUQPHQW� $JHQF\3URJUDP��4�*$3��DQG�ZDV�UHPLQLVFHQW�RI�VRPH�FRPPXQLW\�EDQN�SULQFLSOHV�
�D� %ODFNEXWW
)HDWXUH��,Q�%ODFNEXWW��WKH�1DQDQJR�6KLUH�&RXQFLO�HQWHUHG�D�SDUWQHUVKLS�ZLWK�DFUHGLW�XQLRQ�WR�RIIHU�ILQDQFLDO�DQG�FRXQFLO�VHUYLFHV�RXW�RI�D�&RPPXQLW\�&HQWUH�ZLOOHG�WR�WKDW�FRPPXQLW\�E\�D�IRUPHU�UHVLGHQW�
,Q� 0DUFK� ������ 7RP� :DWVRQ� ZDV� LQYLWHG� WR� %ODFNEXWW� WR� SDUWLFLSDWH� LQ� D� SXEOLFPHHWLQJ��7KH� WRZQ�ZDV�DERXW� WR� ORVH� LWV� ODVW�EDQN��7KH�&RPPRQZHDOWK�%DQN�DQG�D



���

EXLOGLQJ� VRFLHW\� DOVR� VHQW� VSHDNHUV�� 7KH� KDOO� ZDV� SDFNHG� ZLWK� ���� SHRSOH�� PDQ\OLVWHQLQJ�DW�WKH�ZLQGRZV��DQG�WKH\�YRWHG�XQDQLPRXVO\�WR�HQJDJH�&UHGLW&DUH�WR�DVVLVWWKHP��6D\V�:DWVRQ�
:KLOVW� WKH� WRZQ�DQG�VXUURXQGLQJ�GLVWULFW�ERDVWHG�D�SRSXODWLRQ�RI� ������DQGFHUWDLQO\�KDG�WKH�QXPEHUV�WR�VXSSRUW�D�EUDQFK��,�IHOW�WKH�µ&OD\WRQ¶V�IUDQFKLVH¶PRGHO�PLJKW�EH�D�JRRG�ILW��7KH�ORFDO�&RXQFLO��WKH�1DQDQJR�6KLUH�&RXQFLO��KDGSXEOLFO\�LQGLFDWHG�LW�ZDQWHG�WR�EH�LQYROYHG�LQ�DQ\�VROXWLRQ�DQG�WKHUH�ZDV�D�ORWRI�JHQHUDO�HQWKXVLDVP�IRU�RXU�µVHOI�KHOS¶�DSSURDFK�

:DWVRQ� KDG� QRWHG� LQ� VRPH� RI� KLV� µQRVLQJ� DERXW¶� WKDW� WKH� FRXQFLO� FRQGXFWHG� LWV%ODFNEXWW� RSHUDWLRQV� IURP� D� FRPPXQLW\� FHQWUH� EXLOW� IURP� IXQGV� ZLOOHG� WR� WKHFRPPXQLW\�E\�D�IRUPHU�UHVLGHQW�
$IWHU�D�JUHDW�UHVSRQVH�WR�WKH�VXUYH\��WKH�ILHOG�RIILFHU�GHVLJQHG�D�SURSRVDO�EDVHG�RQ�WKHPHPEHU� VHUYLFH� FHQWUH� FRQFHSW� LQYROYLQJ� D� FUHGLW� XQLRQ�� WKH� FRXQFLO� DQG� WKHFRPPXQLW\�FHQWUH�
:DWVRQ�DSSURDFKHG�WKH�(OHFWULFLW\�&UHGLW�8QLRQ��ZKLFK�ZDV�VXSSRUWLYH��DV�WKH�7DURQJ3RZHU� +RXVH� ZDV� ORFDWHG� LQ� WKH� VKLUH�� ,Q� $SULO� ������ WKH� 1DQDQJR� 6KLUH� &RXQFLOXQDQLPRXVO\� DFFHSWHG� WKH� &UHGLW&DUH� SURSRVDO� WKDW� WKH\� HQWHU� LQWR� D� FRPPHUFLDODUUDQJHPHQW�ZLWK�(&8�

«�WR�RSHUDWH�D�0HPEHU�6HUYLFHV�&HQWUH�IURP�WKH�&RXQFLO¶V�%ODFNEXWW�RIILFHV�&RXQFLO� DJUHHG� WR� GR� WKH� RIILFH� ILW�RXW� DW� WKHLU� H[SHQVH�� ZKLFK� LQFOXGHG� DPDJQLILFHQW�FRXQWHU��EXLOW�E\�D�ORFDO�FDELQHWPDNHU�IURP�WKH�ORFDO�WLPEHUV�IRUZKLFK� WKH�%ODFNEXWW�DUHD� LV� IDPRXV��&RXQFLO�DOVR�HPSOR\HG�D�\RXQJ� ODG\� WRUXQ�WKH�FUHGLW�XQLRQ�RSHUDWLRQ�
(&8� VXSSOLHG� RIILFH� HTXLSPHQW� DQG� SURYLGHG� D� %ULVEDQH� EDVHG� PDQDJHU�� RQ� VLWH�ZHHNO\�LQ�WKH�HVWDEOLVKPHQW�SKDVH�DQG�UHJXODUO\�WKHUHDIWHU��$�µ/RFDO�$UHD�&RPPLWWHH¶RI�FRPPXQLW\�DQG�FRXQFLO�UHSUHVHQWDWLYHV�ZDV�IRUPHG�WR�SURYLGH�D� OLQN�EHWZHHQ� WKHFRPPXQLW\��WKH�FRXQFLO�DQG�(&8�



���

,Q�0D\��WKH�%ODFNEXWW�&UHGLW�8QLRQ�0HPEHU�6HUYLFH�&HQWUH�ZDV�RSHQHG��GHVFULEHG�DVµD�MRLQW�FRPPXQLW\�LQLWLDWLYH�RI�WKH�1DQDQJR�6KLUH�&RXQFLO�DQG�WKH�(OHFWULFLW\�&UHGLW8QLRQ¶�
�E� 'D\ERUR�0HPEHU�6HUYLFHV�&HQWUH
)HDWXUH�� ,Q� 'D\ERUR�� WKH� 3LQH� 5LYHUV� 6KLUH� &RXQFLO� ERXJKW� WKH� IRUPHU� EDQNEXLOGLQJ��HQWHUHG�LQWR�D�SDUWQHUVKLS�ZLWK�D�FUHGLW�XQLRQ�WR�GHOLYHU�ILQDQFLDO�DQGFRXQFLO� VHUYLFHV�� HVWDEOLVKHG� D� FKLOG� GD\� FDUH� FHQWUH� LQ� WKH� EDFN\DUG� DQGFRQYHUWHG�WKH�IRUPHU�UHVLGHQFH�LQWR�RIILFHV�DQG�FRPPXQLW\�PHHWLQJ�URRPV�
,Q�0DUFK�������7RP�:DWVRQ�DQG�DQ�(&8�UHSUHVHQWDWLYH�DGGUHVVHG�D�PHHWLQJ�RI� WKH3LQH�5LYHUV�6KLUH�&RXQFLO¶V�(QWHUSULVH�DQG�(VWDEOLVKPHQW�&RPPLWWHH��7KH\�UHFHLYHGDQ� H[FHOOHQW� KHDULQJ� DQG� WKH� &RPPLWWHH� UHVROYHG� WR� UHFRPPHQG� FRXQFLO� EHJLQLPPHGLDWH�QHJRWLDWLRQV�ZLWK�D�YLHZ�WR�HQWHULQJ� LQWR�D�FRPPHUFLDO�DUUDQJHPHQW�ZLWK(&8�
:DWVRQ�XUJHG�WKDW�WKH�IDFLOLW\�EH�XS�DQG�UXQQLQJ�E\�'D\ERUR�'D\��LQ�0D\��DQ�DQQXDOFHOHEUDWLRQ�ZKLFK�DWWUDFWHG�WKRXVDQGV�RI�YLVLWRUV�

7KH� &RXQFLO� DFFHSWHG� WKH� FKDOOHQJH� ZLWK� JXVWR�� 7KH� EDQNLQJ� FKDPEHU� ZDVUHIXUELVKHG�WR�DFFRPPRGDWH�VHSDUDWH�FRXQWHUV�IRU�WKH�&RXQFLO�DQG�WKH�FUHGLWXQLRQ��LW�ZDV�UHSDLQWHG�LQ�(&8¶V�FRUSRUDWH�FRORXUV���WKH�ORXQJH�GLQLQJ�URRPLQ� WKH� DWWDFKHG� UHVLGHQFH�ZDV� FRQYHUWHG� LQWR� D� FRPPXQLW\�PHHWLQJ� URRP�� DIRUPHU� EHGURRP� EHFDPH� DQ� RIILFH� IRU� XVH� E\� >D� FRXQFLOORU@�� WKH� NLWFKHQEHFDPH�D� FRPPXQLW\� NLWFKHQ� DQG� WKH� EDFN\DUG� EHFDPH� KRPH� WR� D� GD\� FDUHFHQWUH�
7KH�'D\ERUR�0HPEHU� 6HUYLFH� &HQWUH� JUHZ� VWHDGLO\��2SHQLQJ� KRXUV� ZHUH� H[WHQGHGIURP�VL[�KDOI�GD\V�SHU�ZHHN��WR�IXOO�GD\�WUDGLQJ�ILYH�DQG�D�KDOI�GD\V�D�ZHHN�



���

$QG�DOO�WKLV�RQ�WKH�EDVLV�RI�ZRUG�RI�PRXWK��VRPHWKLQJ�RQ�ZKLFK�>D�FRXQFLOORU�VXSSRUWHU@� ZDV� LQVLVWHQW�� ³,� NQRZ� WKHVH� SHRSOH� DQG� WKH\� GRQ¶W� OLNH� WKLQJVEHLQJ� UDPPHG� GRZQ� WKHLU� QHFN´�� KH� WROG� PH�� ³,I� WKH\� OLNH� ZKDW� WKH\� VHH�WKH\¶OO�VXSSRUW�LW�´
+H�GLGQ¶W�JHW�DQ\�DUJXPHQW�IURP�PH��7KDW¶V�MXVW�WKH�ZD\�ZH�JUHZ�RXU�FUHGLWXQLRQV�LQ�WKH�´JRRG�ROG�GD\V´�

�F� .DOEDU�&RPPXQLW\�&UHGLW�8QLRQ�0HPEHU�6HUYLFHV�&HQWUH
)HDWXUH�� ,Q� .DOEDU�� WKH� %RRQDK� 6KLUH� &RXQFLO� PDGH� DQ� XQGHU�XWLOLVHG&RPPXQLW\� &HQWUH� DYDLODEOH� UHQW� IUHH� WR� D� YROXQWHHU� FRPPXQLW\� RUJDQLVDWLRQZKLFK�HQWHUHG�LQWR�DQ�DJUHHPHQW�ZLWK�D�FUHGLW�XQLRQ��WKH�ILUVW�VXFK�DJUHHPHQW�LQ$XVWUDOLD�
,Q�0D\�������WKH�6KLUH�&(2�FRQWDFWHG�&UHGLW&DUH��7RP�:DWVRQ�FRQWDFWHG�WKH�ORFDO3URJUHVV� $VVRFLDWLRQ� IRU� 5HJLRQDO� 3URPRWLRQ� DQG� RUJDQLVHG� D� SXEOLF� PHHWLQJ� LQ.DOEDU�� D� FRPPXQLW\� ZLWK� VWURQJ� &KULVWLDQ� WUDGLWLRQV�� 7KH� PHHWLQJ� ZDV� ZDLYHG�KRZHYHU�� DQG� WKH� SURMHFW� ZHQW� VWUDLJKW� WR� VXUYH\�� ZKLFK� SURGXFHG� D� GLVDSSRLQWLQJUHVXOW�� 8QGHUVWDQGDEO\�� FUHGLW� XQLRQV�� ZKLFK�ZHUH� DSSURDFKHG�ZLWK� SURSRVDOV�� ZHUHUHWLFHQW��(DUO\�LQ�������:DWVRQ�FDOOHG�DQRWKHU�PHHWLQJ��FRPPHQFLQJ�ZLWK�D�SUD\HU��6W)UDQFLV� RI�$VVLVL��� DV� LV� FXVWRPDU\� DW� FUHGLW� XQLRQ�PHHWLQJV��7KLV� DFKLHYHG� D� VWURQJUHVSRQVH�� EXW�� DJDLQ�� WKUHH� FUHGLW� XQLRQV� GHFOLQHG� SURSRVDOV�� 7KH� FRPPXQLW\� WKHQGHFLGHG� WR� UXQ� WKH� FHQWUH� YROXQWDULO\� LQ� DVVRFLDWLRQ� ZLWK� (&8�� 7KH� %RRQDK� 6KLUH&RXQFLO� VXSSRUWHG� WKH� LGHD� DQG� RIIHUHG� VSDFH�� SDLG� IRU� UHSDLQWLQJ� DQG� PDGH� FUHGLWDYDLODEOH�� 'RQDWLRQV� IORRGHG� LQ� IURP� WKH� FRPPXQLW\�� ZKR� DWWHQGHG� DQ� RSHQLQJ�GHVFULEHG�DV�µHYDQJHOLFDO¶��LQ�ODUJH�QXPEHUV�
�G� 3URJUHVVLYH�&RPPXQLW\�&URZV�1HVW�/LPLWHG
)HDWXUH�� ,Q� &URZV� 1HVW� �4XHHQVODQG�� WKH� &RXQFLO� ERXJKW� WKH� IRUPHU� EDQNEXLOGLQJ��OHDVHG�LW�WR�D�FRPPXQLW\�FRRSHUDWLYH��ZKLFK�HQWHUHG�LQWR�D�SDUWQHUVKLSZLWK�D�EXLOGLQJ�VRFLHW\�WR�HVWDEOLVK�D�FRPPXQLW\�RZQHG�ILQDQFLDO�IDFLOLW\�



���

,Q� -XO\�������7RP�:DWVRQ�ZDV� LQYLWHG� WR�DGGUHVV�D�PHHWLQJ�RI�&URZV�1HVW�7RXULVWDQG�3URJUHVV�$VVRFLDWLRQ��2QH�EDQN�KDG�FORVHG�LQ������DQG�WKH�UHPDLQLQJ�EDQN�ZDVSURJUHVVLYHO\�GRZQJUDGLQJ�LWV�VHUYLFH��:DWVRQ�UHFDOOV�
0DQ\�PHPEHUV�RI� WKH�7RXULVW� DQG�3URJUHVV�$VVRFLDWLRQ� KDG� ORVW� VLJQLILFDQWWXUQRYHU�ZKHQ�WKH�$1=�FORVHG�±�WKH�EDQN�KDG�WUDQVIHUUHG�DOO�WKHLU�FXVWRPHUV¶DFFRXQWV�WR�7RRZRRPED�±�DQG�WKH�XQFHUWDLQW\�RYHU�WKH�ODVW�EDQN¶V�IXWXUH�ZDVVWDUWLQJ�WR�EH�IHOW��7KH\�KDG�VRXJKW�DVVXUDQFHV�IURP�WKH�1$%��WR�QR�DYDLO�DQGZHUH�GHWHUPLQHG�³WR�KDYH�FRQWURO�RI�WKHLU�RZQ�GHVWLQ\´�
2XU�PHVVDJH�RI�VHOI�KHOS�VWUXFN�D�IDPLOLDU�FKRUG�DQG�DV�D�FRQVHTXHQFH�RI�WKDWILUVW� PHHWLQJ�� ,� ZDV� LQYLWHG� EDFN� WR� DGGUHVV� D� PHHWLQJ� RI� &RXQFLOUHSUHVHQWDWLYHV�DQG� WKH�EXVLQHVV� FRPPXQLW\��7KH\� UHVROYHG�ZH� VKRXOG� WU\� WRDWWUDFW�D�FUHGLW�XQLRQ�±�D�IRUPHU�ORFDO�PDQDJHU�RI�WKH�1$%�OHG�WKH�XUJLQJ�±DQG�WKDW�ZH�FDOO�D�SXEOLF�PHHWLQJ��,�VRZHG�WKH�VHHG�ZLWK�D�FUHGLW�XQLRQ��ZKLFKKDG�D�VWURQJ�SUHVHQFH�LQ�WKH�UHJLRQ�
%\�QRZ�,�KDG�EHHQ�LPSUHVVHG�ZLWK�WKH�VSLULW�RI�WKH�SHRSOH�RI�WKLV�WRZQ��7KH\ZHUH�QR�VWUDQJHUV�WR�VHOI�KHOS��DV�VRPH�ILIW\�\HDUV�HDUOLHU��ZKHQ�WKHLU�KRVSLWDOZDV� WKUHDWHQHG� ZLWK� FORVXUH�� WKH\� KDG� IRUPHG� D� FRRSHUDWLYH� WR� HQVXUH� LWVVXUYLYDO��7RGD\�LW�UDQNV�DV�RQH�RI�WKH�PRVW�VXFFHVVIXO�FRRSHUDWLYH�KRVSLWDOV�LQ$XVWUDOLD��,�KDG�DOVR�VSRNHQ�ZLWK�WKH�&RXQFLO�DERXW�WKH�UROH�WKH\�FRXOG�SOD\�LQDQ�HYHQWXDO�VROXWLRQ�

$�SXEOLF�PHHWLQJ�LQ�6HSWHPEHU�ZDV�D�µVWDQGLQJ�URRP�RQO\�DIIDLU¶��7KH�PD\RU�SXEOLFO\SOHGJHG�FRXQFLO� VXSSRUW� DQG� WKHUH�ZDV� DQ� RYHUZKHOPLQJ� YRWH� WR� SURFHHG� WR� VXUYH\�7KH� UHVSRQVH� ZDV� VWURQJ�� LQGLFDWLQJ� WKH� PDMRULW\� ZRXOG� VXSSRUW� DQ� DOWHUQDWLYHILQDQFLDO�VHUYLFHV�SURYLGHU�
«�EXW�WKHUH�ZDV�RQH�VHW�RI�DQVZHUV�ZKLFK�SRVHG�D�FKDOOHQJH��,Q�RXU�VXUYH\VZH�DVN�SHRSOH�ZKHUH�WKH\�FXUUHQWO\�EDQN�DQG��LI�LQ�DQRWKHU�WRZQ��LV�WKDW�WKHLUSULQFLSDO� UHDVRQ� IRU� YLVLWLQJ� WKH� RWKHU� WRZQ�� 6L[W\� SHU� FHQW� RI� &URZV� 1HVW



���

UHVSRQGHQWV�VDLG�WKH\�EDQNHG�LQ�DQRWKHU�WRZQ��7RRZRRPED����SHU�FHQW��DQGVDLG�EDQNLQJ�ZDV�QRW�WKHLU�SULPDU\�UHDVRQ�IRU�YLVLWLQJ�7RRZRRPED�
:DWVRQ�UHSRUWHG�WKLV�IDFW�EXW�LW�RQO\�PDGH�WKH�DVVRFLDWLRQ�PRUH�GHWHUPLQHG�WR�VHFXUHWKH� FRPPXQLW\¶V� VXSSRUW�� $� FUHGLW� XQLRQ� ZDV� DSSURDFKHG�� EXW� GHFOLQHG�� 7KH7RRZRRPED� EDVHG� +HULWDJH� %XLOGLQJ� 6RFLHW\� �+%6��� KRZHYHU�� ZDV� LQWHUHVWHG�:DWVRQ�EULHIHG�WKH�EXLOGLQJ�VRFLHW\�RQ�WKH�0HPEHU�6HUYLFHV�&HQWUH�PRGHO��VXJJHVWLQJD� FRPPXQLW\� SDUWQHUVKLS� FRXOG� ZRUN� ZHOO� LQ� &URZV� 1HVW�� 7KH� EXLOGLQJ� VRFLHW\GHYHORSHG�D�FRPPXQLW\�SDUWQHUVKLS�DSSURDFK��WKH�µ+HULWDJH�%XLOGLQJ�6RFLHW\�±�&URZV1HVW� 3DUWQHUVKLS� %UDQFK¶�� 7KLV� UHTXLUHG� WKH� FRPPXQLW\� WR� SURYLGH� SUHPLVHV� DQG� DFDSLWDO�IXQG�WR�FRYHU�UHILWV�DQG�SUREDEOH�RSHUDWLQJ�ORVVHV�LQ�WKH�ILUVW�\HDU��+%6�DQG�WKHFRPPXQLW\�ZHUH�WR�VKDUH�DOO�RWKHU�H[SHQVHV�DQG�LQFRPH��H[FOXGLQJ�$70�LQFRPH��RQDQ�HTXDO�EDVLV�
7KH� UHVXOW�ZDV�3URJUHVVLYH�&RPPXQLW\�&URZV�1HVW� /LPLWHG�� D� FRPSDQ\� OLPLWHG� E\JXDUDQWHH��ZKLFK�ZDV�WKH�IXQG�UDLVLQJ�YHKLFOH�DQG�+%6�SDUWQHU��,W�ZDV�QRW�GLVVLPLODULQ�VRPH�ZD\V�IURP�WKH�FRPPXQLW\�EDQN�PRGHO�
$�PDQDJHPHQW�FRPPLWWHH�PDGH�XS�RI�HTXDO�FRPPXQLW\�DQG�+%6�UHSUHVHQWDWLRQ�ZDVUHVSRQVLEOH� IRU� RSHUDWLRQDO� GHWDLOV� LQFOXGLQJ� WUDGLQJ� KRXUV�� SURPRWLRQ�� FRPPXQLW\IHHGEDFN��SHUIRUPDQFH�UHYLHZ��FRVW�DQDO\VLV�DQG�EXGJHW�UHYLHZV��:DWVRQ�UHFDOOV�HDUO\GHYHORSPHQWV�

7KH� 6WHHULQJ� &RPPLWWHH� PHW� LQ� HDUO\� )HEUXDU\� DQG� ZH� GLVFXVVHG� WKHLUUHVSRQVH�DQG�KRZ� WKH\�PLJKW�JR�DERXW� UDLVLQJ� WKH� FDSLWDO� FRQWULEXWLRQ� WKH\ZHUH�UHTXLUHG�WR�PDNH��7KLV�LV�ZKHQ�WKH�FRPPLWPHQW�RI�«ZDV�SXW�WR�WKH�WHVW�
)URP�WKH�RXWVHW�DOO�KDG�EHHQ�GHWHUPLQHG� WKDW�DQ\�VROXWLRQ�GHYHORSHG�KDG� WRRIIHU� D� EHWWHU� VHUYLFH� WKDQ� WKH\� FXUUHQWO\� HQMR\HG� IURP� WKH� >EDQN@�� 7KH+HULWDJH� SURSRVDO� RIIHUHG� MXVW� WKDW�� 2YHU� WKH� FRPLQJ� ZHHNV� WKH\� ZRUNHGLQFUHGLEOH� KRXUV�� WUDYHOOLQJ� DQG� WDONLQJ� ZLWK� OHJDO� H[SHUWV� DERXW� KRZ� WKH\FRXOG� VWUXFWXUH� WKHLU� SDUWQHUVKLS� ZLWK� +HULWDJH�� 7KDQNV� WR� >&UHGLW&DUH2SHUDWLRQV�0DQDJHU@�0DUN�*HQRYHVH��&86&$/¶V�VROLFLWRUV�DOVR�FRQWULEXWHG�



���

,Q� 0DUFK� ������ *HQRYHVH� DQG� :DWVRQ� PHW� ILUVW� ZLWK� WKH� 7RXULVW� DQG� 3URJUHVV$VVRFLDWLRQ� LQ� &URZV� 1HVW�� 7KH� 6WHHULQJ� &RPPLWWHH� IRUPDOO\� UHSRUWHG� RQ� WKH+HULWDJH�&URZV�1HVW�&RPPXQLW\�%UDQFK�DQG�SXEOLF�PHHWLQJ�IROORZHG�
±�VWDQGLQJ�URRP�RQO\�DJDLQ�7KH�ZKROH�SURSRVDO�ZDV�DGGUHVVHG�LQ�VRPH�GHWDLO«� WKH�RSSRUWXQLW\� WR� VXEVFULEH� WR� WKH�FDSLWDO� IXQG�� WKH�SRROLQJ�RI� UHVRXUFHVDQG� VNLOOV� E\� ERWK� WKH� FRPPXQLW\� DQG� +HULWDJH�� WKH� LQWHQW� WR� UHLQYHVW� WKHFRPPXQLW\¶V�SURILW�VKDUH�EDFN�LQWR�WKH�FRPPXQLW\��WKH�DGGHG�YDOXH�DVSHFWV�RIWKH� YHQWXUH� ±� ZKLFK� ZRXOG� VHH� YLVLWLQJ� SURIHVVLRQDOV� RIIHULQJ� WKHLU� VHUYLFHVWKURXJK�WKH�FRPPXQLW\�EUDQFK��$QG�WKH\�KHDUG�WKH�PD\RU�FRQILUP�WKH�FRXQFLOKDG�SXUFKDVHG�WKH�IRUPHU�EDQN�EXLOGLQJ�RQ�EHKDOI�RI�WKH�FRPPXQLW\�

7KH� SHRSOH� RI� &URZV� 1HVW� UHVSRQGHG� HQWKXVLDVWLFDOO\�� WKH� FDSLWDO� IXQG� ZDV� RYHU�VXEVFULEHG�DQG�WKH�WRZQ�VTXDUH�ZDV�SDFNHG�DW� WKH�RIILFLDO�RSHQLQJ�RQ�0RWKHU¶V�'D\�����
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$33(1',;��
&UHGLW&DUH�3URMHFW�([HFXWLYH����������

0DUN�*HQRYHVH0DQDJHU�±�2SHUDWLRQV

$QQD�'HOOD�3XWWD2SHUDWLRQV�6XSHUYLVRU 0LFKHOOH�%DUGHQ6KDUHHQH�:ULJOH\3DUW�7LPH
9DOHULHDQQH�%\UQHV&RQVXOWLQJ�3URMHFW�2IILFHU

7RP:DWVRQ)LHOG2IILFHU
$ODQ3ULQJOH)LHOG2IILFHU

&DWK\)RUWHVFXH)LHOG2IILFHU
&ROHWWH0F,QHUQH\)LHOG2IILFHU

0DULDQ*UDQLFK)LHOG2IILFHU
0DUJDUHW/HVWHU)LHOG2IILFHU

3DWWL<DUZRRG)LHOG2IILFHU

0DUN� *HQRYHVH� ±�2SHUDWLRQV� 0DQDJHU�� ILIWHHQ� \HDUV� H[SHULHQFH� ZLWKLQ� WKH� FUHGLWXQLRQ�PRYHPHQW��LQFOXGLQJ�*HQHUDO�0DQDJHU�(VVR�(PSOR\HHV�&UHGLW�8QLRQ��*HQHUDO0DQDJHU�&RPWD[�&UHGLW�8QLRQ�DQG�FRQVXOWDQW�WR�YDULRXV�FUHGLW�XQLRQV�
$QQD�'HOOD�3XWWD�±�2SHUDWLRQV�6XSHUYLVRU�� WKH� µJOXH¶�ZKLFK�KHOG� WKH� WHDP� WRJHWKHU�$QQD�KDG�ZRUNHG�LQ�WKH�FUHGLW�XQLRQ�PRYHPHQW�IRU�WHQ�\HDUV�DQG�DSDUW�IURP�WZR�\HDUVZLWK�5HOLDQFH�&UHGLW�8QLRQ�� KDG�ZRUNHG�ZLWK� WKH� QDWLRQDO� ERG\� LQ� D�ZLGH� UDQJH�RIDGPLQLVWUDWLRQ�DQG�DFFRXQWLQJ�UROHV�
6KHUHHQD� :ULJOH\� ±� $GPLQLVWUDWLYH� $VVLVWDQW�� SDUW�WLPH� DVVLVWDQW�� D� PHPEHU� RI&86&$/¶V� %ULVEDQH� WHDP� ZLWK� D� UHSXWDWLRQ� IRU� RUJDQLVDWLRQDO� VNLOOV� DQG� WHDPHIIHFWLYHQHVV�



���

0LFKHOOH�%DUGHQ�±�5HVHDUFK�$QDO\VW��SULRU�WR�MRLQLQJ�WKH�&UHGLW&DUH�SURMHFW�LQ������0LFKHOOH� KDG� VSHQW� HLJKW� \HDUV� LQ� WKH� FUHGLW� XQLRQ�PRYHPHQW�� LQFOXGLQJ� D� SHULRG� DV$VVLVWDQW�*HQHUDO�0DQDJHU�RI�(VVR�(PSOR\HHV�&UHGLW�8QLRQ��0LFKHOOH�SURYLGHG� WKHWHDP�ZLWK�NH\�UHVHDUFK�GDWD�RQ�WDUJHWHG�FRPPXQLWLHV�
9DOHULHDQQH�%\UQHV�±�&RQVXOWDQW�3URMHFW�2IILFHU��D�SDUW�WLPH�FUHGLW�XQLRQ�FRQVXOWDQW�9DOHULHDQQH� KDG� KHOG� YDULRXV� VHQLRU� SRVLWLRQV� LQ� WKH� ILQDQFLDO� VHUYLFHV� VHFWRU� IRUVL[WHHQ�\HDUV��LQFOXGLQJ�&86&$/�
&DWK\�)RUWHVFXH�±�)LHOG�2IILFHU��WZHQW\�\HDUV�LQ�WKH�FUHGLW�XQLRQ�PRYHPHQW�LQFOXGLQJ*HQHUDO� 0DQDJHU� ±� �0� (PSOR\HHV� &UHGLW� 8QLRQ�� $VVLVWDQW� *HQHUDO� 0DQDJHU� ±3URVSHFW� &UHGLW�8QLRQ�� *HQHUDO�0DQDJHU� ±�0HGLD� &UHGLW� 8QLRQ� �4OG��� 4XHHQVODQG0DQDJHU� ±� (QGHDYRXU� &UHGLW� 8QLRQ�� 'LUHFWRU�&KDLUPDQ� ±� %OXH� 0RXQWDLQV� &UHGLW8QLRQ�DQG�6HFUHWDU\�±$XVWUDOLDQ�,QVWLWXWH�&UHGLW�8QLRQ�0DQDJHPHQW��16:��
0DULRQ�*UDQLFK�±�)LHOG�2IILFHU��RYHU�WHQ�\HDUV�RI�SURIHVVLRQDO�H[SHULHQFH�LQ�D�EURDGUDQJH� RI� FRPPXQLW\� JURXSV� LQ� WKH� DUHDV� RI� PDQDJHPHQW�� DGPLQLVWUDWLRQ�� WUDLQLQJ�RUJDQLVDWLRQDO� GHYHORSPHQW� DQG� SURMHFW� PDQDJHPHQW�� $� OHFWXUHU� LQ� µ$ERULJLQDO&RPPXQLW\�0DQDJHPHQW�DQG�'HYHORSPHQW¶�DW�&XUWLQ�8QLYHUVLW\��0DULRQ�VHUYHG�WKH$ERULJLQDO�FRPPXQLW\�RI�:$�LQ�YDULRXV�ZD\V�
&ROHWWH�0F,QHUQH\�±�)LHOG�2IILFHU��ZRUNHG�LQ�WKH�ILQDQFLDO�VHUYLFH�LQGXVWU\�IRU�WZHQW\\HDUV��LQFOXGLQJ�ZLWK�WKH�3UHPLHU�DQG�/HRQEXUUD��QRZ�$GYDQWDJH��&UHGLW�8QLRQV�DQGZDV�6HFUHWDU\��6RXWK�(DVW�&KDSWHU�RI�&UHGLW�8QLRQV�LQ�9LFWRULD��6KH�SOD\HG�D�NH\�UROHLQ�WKH�GHYHORSPHQW�RI�FUHGLW�XQLRQV�LQ�WKH�6RXWK�*LSSVODQG�UHJLRQ�RI�9LFWRULD�
0DUJDUHW� /HVWHU� ±� )LHOG� 2IILFHU�� ZLQQHU� RI� DQ� $XVWUDOLDQ� 0DUNHWLQJ� ,QVWLWXWH([FHOOHQFH�$ZDUG�IRU�PDUNHWLQJ�VWXGLHV��0DUJDUHW�KDG�VHYHQWHHQ�\HDUV�H[SHULHQFH�LQWKH� ILQDQFLDO� VHUYLFHV� LQGXVWU\��LQFOXGLQJ�VHYHQ� LQ� WKH�FUHGLW� XQLRQ�PRYHPHQW�� DOO� LQEXVLQHVV� GHYHORSPHQW� UROHV�� 3ULRU� WR� MRLQLQJ� &UHGLW&DUH�� VKH� ZDV� %XVLQHVV'HYHORSPHQW�0DQDJHU� ZLWK� 3LFFRO� &RPPXQLW\� �QRZ� $GYDQWDJH�� &UHGLW� 8QLRQ�� LQ&DQEHUUD�



���

3DWWL�<DUZRRG�±�)LHOG�2IILFHU�� EHJDQ� KHU� FUHGLW� XQLRQ� FDUHHU�ZLWK� 6'$�(PSOR\HHV&UHGLW� 8QLRQ�� ZRUNLQJ� ZLWK� FUHGLW� XQLRQ� SLRQHHU� 6WDQ� $UQHLO�� :LWK� ILIWHHQ� \HDUV¶H[SHULHQFH�LQ�FUHGLW�XQLRQV�VKH�ZDV�$VVLVWDQW�0DQDJHU�DW�:HVWHUQ�&LW\�&UHGLW�8QLRQSULRU�WR�MRLQLQJ�&UHGLW&DUH
$ODQ�3ULQJOH�±�)LHOG�2IILFHU��MRLQHG�WKH�4XHHQVODQG�7HDFKHUV¶�&UHGLW�XQLRQ�LQ������DVD�)LHOG�2IILFHU�DQG�LQ�������ZKHQ�KH�UHWLUHG�WR�MRLQ�&UHGLW&DUH��ZDV�$VVLVWDQW�*HQHUDO0DQDJHU� ±� 0HPEHU� 6HUYLFHV� DQG� D� PHPEHU� RI� &86&$/¶V� 1DWLRQDO� $GYHUWLVLQJ&RPPLWWHH�DQG�(GYHVW�&RQVXOWDWLYH�*URXS��VHUYLQJ�WKH�LQWHUHVWV�RI�UHWLUHHV��
7RP� :DWVRQ� ±� )LHOG� 2IILFHU�� WZHQW\�ILYH� \HDUV� H[SHULHQFH� LQ� WKH� FUHGLW� XQLRQPRYHPHQW�� LQFOXGLQJ� IRXQGDWLRQ� 'LUHFWRU� DQG� IRUPHU� &KDLUPDQ� RI� &UHGLW� 8QLRQ,QFLWHF��IRUPHU�'LUHFWRU�±�$XVWUDOLDQ�)HGHUDWLRQ�RI�&UHGLW�8QLRQ�/HDJXHV��IRXQGDWLRQ&KDLUPDQ� ±� $XVWUDOLDQ� ,QVWLWXWH� RI� &UHGLW� 8QLRQ� 'LUHFWRUV� �4OG�� DQG� XQWLO� �����&RUSRUDWH�&RPPXQLFDWLRQV�0DQDJHU�±�,QFLWHF�/WG�
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