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)XUWKHU�LQIRUPDWLRQ�DERXW�WKH�(65&�&HQWUH�IRU�%XVLQHVV�5HVHDUFK�FDQ�EH�IRXQG�RQ

WKH�:RUOG�:LGH�:HE�DW�WKH�IROORZLQJ�DGGUHVV�KWWS���ZZZ�FEU�FDP�DF�XN

$EVWUDFW

$�SRSXODU�SHUFHSWLRQ�LV� WKDW�DGPLQLVWUDWLYH�UHFHLYHUV�DQG� WKHLU�DSSRLQWRUV�KROG

µWRR�PXFK¶�SRZHU�LQ�UHODWLRQ�WR�WURXEOHG�FRPSDQLHV��&RQVLGHUDWLRQ�RI�WKLV�LVVXH

LV�WLPHO\��EHFDXVH�LQVROYHQF\�ODZ�LV�FXUUHQWO\�XQGHU�UHYLHZ��:H�DUJXH�DOWKRXJK

WKH�ODZ¶V�IRUPDO�VWUXFWXUH�LV�LPEDODQFHG��WKLV�FDQ�QHYHUWKHOHVV�JHQHUDWH�VDYLQJV

IRU�SDUWLHV�E\�DOORZLQJ�D�FRQFHQWUDWHG�FUHGLWRU�ZKR�KDV�LQYHVWHG�LQ�LQIRUPDWLRQ�

JDWKHULQJ� DERXW� WKH� GHEWRU� WR� FRQGXFW� D� SULYDWH� LQVROYHQF\� SURFHGXUH�� :H

VXJJHVW�WKDW�WKLV�SURFHGXUH�LV�OLNHO\�WR�EH�PRUH�HIILFLHQW�WKDQ�RQH�FRQGXFWHG�E\�D

VWDWH�RIILFLDO��DQG�WKDW�LW�IDFLOLWDWHV�GHEW�EDVHG�JRYHUQDQFH��D�PDWWHU�RI�SDUWLFXODU

LPSRUWDQFH�IRU�VPDOO�DQG�PHGLXP�VL]HG�EXVLQHVVHV�

.H\ZRUGV��EDQNV��FRUSRUDWH�LQVROYHQF\��GHEW�JRYHUQDQFH��VHFXUHG�FUHGLW

-(/�&RGHV��*����*����*����.��

$FNQRZOHGJHPHQWV

$UPRXU¶V� UHVHDUFK� IRUPV� SDUW� RI� WKH�%XVLQHVV�)DLOXUH��%XVLQHVV�2UJDQLVDWLRQ

DQG�0DFURHFRQRPLF� ,QVWDELOLW\� UHVHDUFK� SURJUDPPH� EHLQJ� XQGHUWDNHQ� MRLQWO\

E\� WKH� (65&� &HQWUH� IRU� %XVLQHVV� 5HVHDUFK� DQG� WKH� 'HSDUWPHQW� RI� $SSOLHG

(FRQRPLFV� LQ� &DPEULGJH� 8QLYHUVLW\�� 7KH� VXSSRUW� RI� WKH� /HYHUKXOPH� 7UXVW�

ZKLFK�KDV�IXQGHG�WKLV�SURJUDPPH��LV�JUDWHIXOO\�DFNQRZOHGJHG��)ULVE\�JUDWHIXOO\

DFNQRZOHGJHV�WKH�VXSSRUW�RI�WKH�%ULWLVK�$FDGHP\�LQ�IXQGLQJ�KHU�UHVHDUFK��:H

WKDQN�%ULDQ�&KHIILQV��5LFKDUG�1RODQ��&OLII�3UDWWHQ� DQG�'DQ�3UHQWLFH� IRU� WKHLU

KHOSIXO� FRPPHQWV� DQG� VXJJHVWLRQV� RQ� DQ� HDUOLHU� GUDIW�� 7KLV�PDWHULDO� KDV� DOVR

EHQHILWHG�IURP�D�ZRUNVKRS�SUHVHQWDWLRQ�DW�&DPEULGJH�LQ�'HFHPEHU�������7KH

XVXDO�GLVFODLPHUV�DSSO\�
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���,QWURGXFWLRQ

$� SRSXODU� SHUFHSWLRQ� LV� WKDW� DGPLQLVWUDWLYH� UHFHLYHUV� DQG� WKHLU

DSSRLQWRUV�KROG�µWRR�PXFK¶�SRZHU�LQ�UHODWLRQ� WR� WURXEOHG�FRPSDQLHV�

DQG�DUH�DEOH�WR�ORRN�DIWHU�WKHLU�RZQ�LQWHUHVWV�WR�WKH�GHWULPHQW�RI�RWKHU

FRUSRUDWH�VWDNHKROGHUV�
�
�7KH�SURSRQHQWV�RI�WKLV�YLHZ�ZRXOG�DUJXH�WKDW

WKH� ODZ� VKRXOG� EH� UHIRUPHG� VR� DV� WR� µUHGUHVV� WKH� EDODQFH¶� E\

WUDQVIHUULQJ� SRZHU� DZD\� IURP� UHFHLYHUV� DQG� WKHLU� DSSRLQWRUV�
�

&RQVLGHUDWLRQ�RI� WKH� LVVXH� LV� WLPHO\��EHFDXVH� LQVROYHQF\� ODZ� LV�RQFH

DJDLQ�XQGHU�UHYLHZ��DQG�D�%LOO� LV�FXUUHQWO\�EHIRUH�3DUOLDPHQW��,Q�WKLV

SDSHU�� ZH� TXHVWLRQ� WKH� SRSXODU� ZLVGRP��:KLOVW� (QJOLVK� LQVROYHQF\

ODZ� FHUWDLQO\� RIIHUV� D� YHU\� EURDG� SDFNDJH� RI� ULJKWV� WR� DQ

DGPLQLVWUDWLYH� UHFHLYHU� DQG� KLV�DSSRLQWRU�� ZH� DUJXH� WKDW� WKH� FXUUHQW

OHJDO�VWUXFWXUH� LV� MXVWLILDEOH� LQ� WHUPV�RI� LWV�HIILFLHQF\��DQG� WKDW�ZLGH�

UDQJLQJ�UHIRUP�LV�XQZDUUDQWHG�

2XU�DUJXPHQW�LV�GHYHORSHG�DV�IROORZV��:H�EHJLQ�E\�RXWOLQLQJ�WKH�ODZ

UHODWLQJ� WR� DGPLQLVWUDWLYH� UHFHLYHUVKLS�� VKRZLQJ� KRZ� LWV� IRUPDO

VWUXFWXUH� LV� VXVFHSWLEOH� WR� WKH� LQWHUSUHWDWLRQ� WKDW� LW� µIDYRXUV¶� WKH

LQWHUHVWV� RI� WKH� UHFHLYHU¶V� DSSRLQWRU²WKH� KROGHU� RI� D� GHEHQWXUH

FRQWDLQLQJ� D� IORDWLQJ� FKDUJH�� 2QFH� DSSRLQWHG�� DQ� DGPLQLVWUDWLYH

UHFHLYHU� DFWV� DV� WKH� DJHQW� RI� WKH� FRPSDQ\�� DQG� KDV� SRZHU� WR� LQFXU

WUDGLQJ�OLDELOLWLHV�RQ�LWV�EHKDOI�RU�WR�SURFXUH�WKH�EUHDFK�RI�LWV�FRQWUDFWV�

7KH� FRPSDQ\¶V� GLUHFWRUV� DQG� RWKHU� FUHGLWRUV� KDYH� IHZ� ULJKWV� WR

LQYROYHPHQW� LQ� WKH� GHFLVLRQ�PDNLQJ� SURFHVV�� <HW� WKH� DGPLQLVWUDWLYH

UHFHLYHU¶V�SULPDU\�GXWLHV�DUH�RZHG�WR�KLV�DSSRLQWLQJ�GHEHQWXUH�KROGHU�

UDWKHU� WKDQ� WR� WKH� FRPSDQ\�� )XUWKHUPRUH�� KLV� DSSRLQWPHQW� JUHDWO\

UHVWULFWV�WKH�RSHUDWLRQ�RI�RWKHU��PRUH�FROOHFWLYH�LQVROYHQF\�SURFHGXUHV�

7KH�SURFHVV�RI�DSSRLQWPHQW�LV�FRQWUROOHG�E\�D�SDUW\�ZKRVH�SRVLWLRQ�LV

DOUHDG\� SURWHFWHG� E\� WKH� SULRULW\� ZKLFK� LV� DIIRUGHG� E\� D� IORDWLQJ

FKDUJH��\HW�LQ�GHFLGLQJ�ZKHWKHU�RU�QRW�WR�DSSRLQW��WKH�FKDUJHH�RZHV�QR

GXW\� WR� FRQVLGHU� WKH� LPSDFW� RI� DSSRLQWPHQW� RQ� WKH� LQWHUHVWV� RI� DQ\

RWKHU�JURXS�
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:H�WKHQ�GHYHORS�DQ�HFRQRPLF� MXVWLILFDWLRQ�IRU� WKH�ZD\� LQ�ZKLFK� WKH

ODZ�LV�VWUXFWXUHG��,W� LV�QRZ�ZHOO�XQGHUVWRRG� WKDW�FUHGLWRUV�FDQ�SOD\�D

VLJQLILFDQW�UROH�LQ�HQKDQFLQJ�WKH�SHUIRUPDQFH�RI�FRUSRUDWH�PDQDJHUV�

7KLV� UROH� LV� SDUWLFXODUO\� LPSRUWDQW� IRU� VPDOO� DQG� PHGLXP�VL]HG

HQWHUSULVHV��60(V��ZKLFK�UDLVH�WKH�PDMRULW\�RI�WKHLU�RXWVLGH�ILQDQFH�LQ

WKH�IRUP�RI�GHEW��7R�GR�VR�HIIHFWLYHO\��FUHGLWRUV�QHHG� WR�PRQLWRU� WKH

GHEWRU¶V� DFWLYLWLHV�� 7KH� HIILFLHQF\� RI� PRQLWRULQJ� FDQ� EH� JUHDWO\

HQKDQFHG�E\�FRQFHQWUDWLQJ�D�VLJQLILFDQW�SDUW�RI�WKH�ILUP¶V�ERUURZLQJ

LQ� WKH� KDQGV� RI� RQH� OHQGHU�� ZKLFK� HFRQRPLVHV� RQ� WKH� IUHH�ULGHU

SUREOHPV�ZKLFK�FUHGLWRUV�ZRXOG�RWKHUZLVH�HQFRXQWHU�

&UHGLWRUV�DOVR�QHHG�WR�EH�DEOH�WR�FR�RSHUDWH�RYHU�GHFLVLRQV�DERXW�WKH

H[HUFLVH� RI� WKHLU� ULJKWV²RYHU� TXHVWLRQV� VXFK� DV� ZKHWKHU� D� GHIDXOW

VKRXOG� EH� IROORZHG� HLWKHU� E\� HQIRUFHPHQW� RU�UHQHJRWLDWLRQ�� DQG� LI

HQIRUFHPHQW� RFFXUV�� KRZ� WKH� GHEWRU� ILUP¶V� DVVHWV� VKRXOG� WKHQ� EH

GHSOR\HG�� %DUJDLQLQJ� FRVWV� FDQ� PDNH� LW� GLIILFXOW� RU� LPSRVVLEOH� IRU

FUHGLWRUV� WR� UHDFK� D� FROOHFWLYH� DJUHHPHQW� RYHU� VXFK� GHFLVLRQV�� DQ

LQWXLWLRQ�WKDW�OHG�WR�-DFNVRQ¶V�IDPRXV�PRGHO��������LQ�ZKLFK�FUHGLWRUV

RI�DQ�LQVROYHQW�ILUP�IDFH�D�SULVRQHU¶V�GLOHPPD��7KLV�LQ�WXUQ�VXJJHVWV�D

UROH�IRU�LQVROYHQF\�ODZ�LQ�PRGLI\LQJ�FUHGLWRUV¶�LQGLYLGXDO�ULJKWV�VR�DV

WR� DFKLHYH� D� VXSHULRU� FROOHFWLYH� VROXWLRQ�� 8QGHU� PRVW� FRXQWULHV¶

LQVROYHQF\�FRGHV��D�µOLTXLGDWLRQ�SURFHGXUH¶�SURYLGHV�IRU�FRQWURO�RI�WKH

GHEWRU�ILUP¶V�DVVHWV�WR�SDVV�WR�D�VWDWH�RIILFLDO�ZKR�WKHQ�VHOOV�WKHP�DQG

GLVWULEXWHV�WKH�SURFHHGV�WR�FUHGLWRUV��+RZHYHU��D�OLTXLGDWLRQ�SURFHGXUH

VWLOO� UHTXLUHV� WKDW� FUHGLWRUV� EH� DEOH� WR� FR�RUGLQDWH� RYHU� ZKHWKHU

UHQHJRWLDWLRQ�ZRXOG�EH�EHWWHU�WKDQ�HQIRUFHPHQW�DIWHU�D�GHIDXOW��6RPH

DUJXH�WKDW�WKH�VROXWLRQ�LV�IRU�WKH�VWDWH�DOVR�WR�VXSSO\�D�µUHRUJDQLVDWLRQ¶

SURFHGXUH��ZKLFK�DOORZV�WKH�GHEWRU�ILUP�WR�FRQWLQXH�WUDGLQJ�ZKLOVW�WKH

FUHGLWRUV�DUH�HQFRXUDJHG�WR�EDUJDLQ�WR�D�FRPSURPLVH�RI� WKHLU�FODLPV�

<HW�ZKHUH�FUHGLWRUV�DUH�FRQFHQWUDWHG��WKH�FRVWV�RI�FROOHFWLYH�GHFLVLRQ�

PDNLQJ�DUH�PXFK� ORZHU��DQG�D�UHQHJRWLDWLRQ� LV� OLNHO\� WR�EH�DFKLHYHG

ZLWKRXW�DQ\�QHHG�IRU�D�UHRUJDQLVDWLRQ�ODZ�

,QGHHG��XQGHU� WKHVH�FLUFXPVWDQFHV� LW�PD\�EH�HIILFLHQW� IRU�D� ILUP�DQG

LWV� FUHGLWRUV� WR� DJUHH� LQ� DGYDQFH� WR� D� SURFHGXUH� ZKHUHE\� GHFLVLRQ�

PDNLQJ�DERXW�WKH�GHSOR\PHQW�RI�DVVHWV�DIWHU�HQIRUFHPHQW�LV�GHOHJDWHG
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WR�WKH�FRQFHQWUDWHG�OHQGHUV��UDWKHU�WKDQ�GHDOW�ZLWK�E\�D�VWDWH�RIILFLDO�LQ

D� OLTXLGDWLRQ� SURFHGXUH�� 'HFLVLRQ�PDNLQJ� DERXW� D� ILUP¶V� IXWXUH� LV

WLPH�FULWLFDO�RQFH�LW�KDV�EHFRPH�SXEOLF�NQRZOHGJH�WKDW�LW�LV�LQ�GHIDXOW

RQ� LWV� ORDQ� REOLJDWLRQV�� &RQFHQWUDWHG� OHQGHUV� ZLOO�� IURP� WKHLU

PRQLWRULQJ� RI� WKH� GHEWRU�� DOUHDG\� KDYH� DFFHVV� WR� KLJK�TXDOLW\

LQIRUPDWLRQ� DERXW� WKH� GHEWRU� ILUP¶V� EXVLQHVV� DQG� ZLOO� WKHUHIRUH� EH

DEOH� WR� PDNH� WKHVH� GHFLVLRQV� EHWWHU� DQG� IDVWHU� WKDQ� D� VWDWH� RIILFLDO

GUDIWHG� LQ� IURP� RXWVLGH�� ,Q� HIIHFW�� WKH� SDUWLHV�ZRXOG� KDYH� SULYDWLVHG

WKH�ILUP¶V�LQVROYHQF\�SURFHGXUH��%\�LQFUHDVLQJ�WKH�H[SHFWHG�UHWXUQV�WR

WKH� FRQFHQWUDWHG� FUHGLWRU� IROORZLQJ� HQIRUFHPHQW�� WKH� XVH� RI� VXFK� D

SURFHGXUH�DOVR�PDNHV�HQIRUFHPHQW�D�PRUH�FUHGLEOH�WKUHDW��HQKDQFLQJ

WKH�HIILFDF\�RI�WKH�GHEW¶V�GLVFLSOLQDU\�UROH�

+RZHYHU�� DFKLHYLQJ� WKLV� UHVXOW� E\� D� VLPSOH� FRQWUDFWXDO� DJUHHPHQW

ZRXOG�EH�SUREOHPDWLF��(YHU\�SDUW\�ZKLFK�EHFRPHV� D� FUHGLWRU� RI� WKH

GHEWRU�ZRXOG�QHHG�WR�EH�ERXQG��RU�HOVH�LW�ZRXOG�EH�DEOH�WR�µWUXPS¶�WKH

SULYDWH� SURFHGXUH� E\� SHWLWLRQLQJ� IRU� ZLQGLQJ�XS�� 2XU� FODLP� LV� WKDW

DGPLQLVWUDWLYH� UHFHLYHUVKLS� FDQ�EH�XQGHUVWRRG�DV� D� OHJDO� UHVSRQVH� WR

WKHVH�SUREOHPV��7KH�ODZ�DOORZV�WKH�KROGHU�RI�DQ�DSSURSULDWH�IORDWLQJ

FKDUJH�WR�DSSRLQW�DQ�LQVROYHQF\�SUDFWLWLRQHU�ZKR�WDNHV�FRQWURO�RI�WKH

HQWLUHW\�RI� WKH�GHEWRU� ILUP¶V� DVVHWV��%HFDXVH� WKH� IORDWLQJ� FKDUJH� LV� D

SURSULHWDU\� ULJKW�� LW� ELQGV� DOO� FUHGLWRUV� RI� WKH� GHEWRU� ILUP��PDNLQJ� D

µSULYDWH¶� LQVROYHQF\� SURFHGXUH� XQGHU� ZKLFK� GHFLVLRQ�PDNLQJ� LV

FRQGXFWHG� E\� D� FRQFHQWUDWHG� FUHGLWRU� D� UHDOLW\�� 7KH� ODZ� WKXV� DOORZV

SDUWLHV�WR�FDSWXUH�WKH�EHQHILWV�DVVRFLDWHG�ZLWK�VXFK�D�SURFHGXUH�

:H�GLVWLQJXLVK�RXU�FODLP�IURP�PXFK�RI�WKH�1RUWK�$PHULFDQ�ODZ�DQG�

HFRQRPLFV�OLWHUDWXUH�DERXW�VHFXULW\�LQWHUHVWV��$�GHEWRU�ILUP�LV�HQWLWOHG

WR�FRPPHQFH�EDQNUXSWF\�SURFHHGLQJV�XQLODWHUDOO\�LQ�WKH�86��DQG�VXFK

FRPPHQFHPHQW� LQYRNHV� DQ� DXWRPDWLF� VWD\� RI� DOO� VHFXUHG� FUHGLWRUV¶

HQIRUFHPHQW�UHPHGLHV��7KXV�WKH�IRFXV�LQ�WKH�86�OLWHUDWXUH�KDV�EHHQ�RQ

WKH�SXWDWLYH�HIILFLHQF\�RI�SULRULW\�WR�SD\PHQW�RI�UHWXUQV�IURP�WKH�VDOH

RI� WKH� GHEWRU¶V� DVVHWV�� )RU� UHDVRQV� RI� VSDFH�� ZH� GR� QRW� DGGUHVV� WKH

GHEDWH�DERXW�WKH�HIILFLHQF\�RI�SULRULW\�WR�UHWXUQV�KHDG�RQ�LQ�WKLV�SDSHU�

DV� ZH� GR� QRW� QHHG� WR� FODLP� WKDW� SULRULW\� WR� SD\PHQW� LV� HIILFLHQW� LQ

RUGHU� WR� PDNH� RXU� FODLP� DERXW� FRQWURO�� ,W� ZRXOG� EH� FRQFHSWXDOO\
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SRVVLEOH�WR�µXQEXQGOH¶�WKH�SDFNDJH�RI�SURSULHWDU\�ULJKWV�FRPSULVHG�LQ

WKH� IORDWLQJ� FKDUJH�� DQG� IRU� ILUPV� WR� JUDQW� SURSULHWDU\� ULJKWV� ZKLFK

FDUULHG�RQO\�ULJKWV�WR�FRQWURO�HQIRUFHPHQW�DJDLQVW�WKH�GHEWRU¶V�DVVHWV�

:H� WKHQ�SUHVHQW� GDWD� IURP� WZHQW\�VL[� LQWHUYLHZV� WKDW�ZH� FRQGXFWHG

ZLWK� SURIHVVLRQDOV� ZKR� DUH� UHJXODUO\� LQYROYHG� LQ� FRUSRUDWH

LQVROYHQFLHV��$OWKRXJK�RXU�VDPSOH�LV�QHLWKHU�UDQGRP�QRU�VWDWLVWLFDOO\

VLJQLILFDQW��WKH�LQWHUYLHZ�GDWD�GR�SURYLGH�D�ULFK�VRXUFH�RI�TXDOLWDWLYH

LQVLJKWV� LQWR� WKH�SURFHVVHV�RI�GHFLVLRQ�PDNLQJ� LQ� UHVSHFW�RI� WURXEOHG

ILUPV�� :H� FRQVLGHU� WKDW� WKHVH� GDWD� DUH� HQWLUHO\� FRQVLVWHQW� ZLWK� RXU

WKHRUHWLFDO� FODLPV�� $GPLQLVWUDWLYH� UHFHLYHUVKLSV� WHQG� WR� RFFXU� PRVW

IUHTXHQWO\�LQ�WKH�FDVH�RI�60(V��ZKLFK�LQ�WXUQ�WHQG�WR�FRQFHQWUDWH�WKHLU

ERUURZLQJ� LQ� WKH� KDQGV� RI� EDQNV�� &RQVLVWHQWO\� ZLWK� WKH� WKHRUHWLFDO

UDWLRQDOH� IRU� FRQFHQWUDWLQJ� ILQDQFH�� EDQNV� DFWLYHO\� HQJDJH� LQ

PRQLWRULQJ� WKHLU� FXVWRPHUV�� WKH� LQWHQVLW\� RI� PRQLWRULQJ� EHLQJ

LQYHUVHO\�FRUUHODWHG� WR� WKH�ERUURZHU¶V� ILQDQFLDO�KHDOWK��:KHUH�D� ILUP

LV� LQ� ILQDQFLDO� GLIILFXOWLHV�� UHQHJRWLDWLRQ� ZLOO� EH� FRQGXFWHG� DOPRVW

H[FOXVLYHO\�ZLWK�WKH�EDQN��DQG�D�UHFHLYHU�ZLOO�EH�DSSRLQWHG�LI�DQG�RQO\

LI�VXFK�UHQHJRWLDWLRQV�DUH�XQVXFFHVVIXO��7KLV�ZRXOG�XVXDOO\�EH�EHFDXVH

HLWKHU� WKH� EDQN� KDV� QR� FRQILGHQFH� LQ� WKH� GHEWRU¶V� PDQDJHPHQW�� RU

EHFDXVH�WKH�GHEWRU¶V�EXVLQHVV�LV�IXQGDPHQWDOO\�XQVRXQG�

)LQDOO\��ZH� FRQVLGHU²LQ� WKH� OLJKW� RI� RXU� WKHRU\� DQG� HYLGHQFH²WZR

SURSRVDOV�IRU�WKH�UHIRUP�RI�LQVROYHQF\�ODZ��7KH�UHVW�RI�WKH�SDSHU�VHWV

RXW�WKH�VXEVWDQFH�RI�RXU�DUJXPHQW�DV�IROORZV��6HFWLRQ�WZR�RXWOLQHV�WKH

ODZ�UHODWLQJ�WR�DGPLQLVWUDWLYH�UHFHLYHUVKLS��6HFWLRQ�WKUHH�GHYHORSV�RXU

WKHRUHWLFDO�IUDPHZRUN��6HFWLRQ�IRXU�WKHQ�SUHVHQWV�RXU�HPSLULFDO�GDWD�

DQG�LQ�VHFWLRQ�ILYH�ZH�GLVFXVV�WKH�PHULWV�RI�YDULRXV�SRVVLEOH�UHIRUPV

WR�WKH�FXUUHQW�ODZ��6HFWLRQ�VL[�FRQFOXGHV�
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���$Q�RXWOLQH�RI�WKH�/DZ�5HODWLQJ�WR�$GPLQLVWUDWLYH�5HFHLYHUVKLS

����� 7KH� IXQFWLRQDO� GRPLQDQFH� RI� UHFHLYHUVKLS� LQ� LQVROYHQF\

SURFHHGLQJV

$GPLQLVWUDWLYH� UHFHLYHUVKLS� LV� RQH� RI� IRXU� IRUPDO� FRUSRUDWH

LQVROYHQF\� SURFHGXUHV� UHFRJQLVHG� E\� (QJOLVK� ODZ�� ,Q� WHUPV� RI� WKH

GLVWULEXWLRQ�RI�GHFLVLRQ�PDNLQJ�ULJKWV�� LW� LV� WKH�PRVW� LPSRUWDQW�� IRU�D

SDUW\� HQWLWOHG� WR� DSSRLQW� DQ� DGPLQLVWUDWLYH� UHFHLYHU� �µWKH� GHEHQWXUH

KROGHU¶��PD\�OHJDOO\�RU�HIIHFWLYHO\�EORFN�WKH�FRPPHQFHPHQW�RI�DQ\�RI

WKH�RWKHU�WKUHH��)LUVW��WKH�FUHGLWRUV¶�PHHWLQJ�FDOOHG�WR�YRWH�RQ�D�&9$

PD\� QRW� DSSURYH� DQ\� SURSRVDO� WKDW� DIIHFWV� WKH� ULJKW� RI� D� VHFXUHG

FUHGLWRU� RI� WKH� FRPSDQ\� WR� HQIRUFH� KLV� VHFXULW\�� H[FHSW� ZLWK� KLV

FRQFXUUHQFH�
�
� 6HFRQG��ZKLOVW� D�OLTXLGDWRU�PD\� EH� DSSRLQWHG�ZLWKRXW

WKH�FRQVHQW�RI�VHFXUHG�FUHGLWRUV�
�
�KH�PD\�QRW�WDNH�SRVVHVVLRQ�RI�DVVHWV

XQGHU� WKH� FRQWURO� RI� D� SUHYLRXVO\� DSSRLQWHG� UHFHLYHU�� )XUWKHU�� D

OLTXLGDWRU� LV� YXOQHUDEOH� WR� FHGLQJ� SRVVHVVLRQ� RI� VHFXUHG� DVVHWV� WR� D

VXEVHTXHQWO\� DSSRLQWHG� UHFHLYHU�
�
� 7KLUG�� WKH� GHEHQWXUH� KROGHU� LV

HQWLWOHG�WR�EORFN�DOWRJHWKHU�WKH�DSSRLQWPHQW�RI�DQ�DGPLQLVWUDWRU��:KHQ

D�SHWLWLRQ�IRU�DQ�DGPLQLVWUDWLRQ�RUGHU�LV�SUHVHQWHG��QRWLFH�RI�VXFK�PXVW

EH�JLYHQ�WR�DQ\�SHUVRQ�HQWLWOHG�WR�DSSRLQW�DQ�DGPLQLVWUDWLYH�UHFHLYHU�
�

ZKR�PD\� WKHQ�FKRRVH� WR�PDNH�VXFK�DQ�DSSRLQWPHQW�� LQ�ZKLFK�HYHQW

WKH�FRXUW�PXVW�GLVPLVV�WKH�SHWLWLRQ�
�

,Q� OLJKW� RI� LWV� SURFHGXUDO� VLJQLILFDQFH�� WKHUH� DUH� UHPDUNDEO\� IHZ

UHVWUDLQWV�RQ� WKH�GHEHQWXUH�KROGHU¶V� DELOLW\� WR�SOD\� WKLV� µWUXPS�FDUG¶�

'HEHQWXUHV� PD\� FRQIHU� WKH� ULJKW� WR� DSSRLQW� D� UHFHLYHU� ZLWKRXW� DQ\

SUHFRQGLWLRQ� RI� D� GHPDQG� IRU� UHSD\PHQW� EHLQJ� PDGH� RI� WKH�GHEWRU

FRPSDQ\�� (YHQ�ZKHUH� VXFK� D� GHPDQG� LV� FRQWUDFWXDOO\� UHTXLUHG�� WKH

FRXUWV�KDYH�HQVXUHG�WKDW�LW�GRHV�QRW�LPSHGH�WKH�DSSRLQWPHQW�SURFHVV�

7KXV�� D� GHPDQG�ZLOO� QRW� EH� LQYDOLG� SXUHO\� EHFDXVH� LW� RYHUVWDWHV� WKH

DPRXQW�GXH�
�
�7KH�DSSRLQWRU�QHHG�QRW� DOORZ� WKH� FRPSDQ\�PRUH� WLPH

WKDQ� LV� QHFHVVDU\� WR� µLPSOHPHQW� WKH� PHFKDQLFV� RI� SD\PHQW¶� EHIRUH

SURFHHGLQJ� ZLWK� DQ� DSSRLQWPHQW�� QRU� DIIRUG� LWV� GLUHFWRUV� WKH

RSSRUWXQLW\� WR� VHHN� DOWHUQDWLYH� ILQDQFH�
�
� 0RUHRYHU�� DQ� DSSRLQWPHQW

PD\�DOVR�EH�PDGH�ZLWK�WRWDO�VLQJOH�PLQGHGQHVV��,Q�GHFLGLQJ�ZKHWKHU
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WR� DSSRLQW�� WKH� GHEHQWXUH�KROGHU� QHHG� QRW� JLYH� FRQVLGHUDWLRQ� WR� WKH

LQWHUHVWV�RI�WKH�FRPSDQ\�RU�LWV�XQVHFXUHG�FUHGLWRUV�
��

�����7KH�FKDUJHKROGHU¶V�H[SDQVLYH�VHFXULW\

,Q� RUGHU� WR� DSSRLQW� DQ�DGPLQLVWUDWLYH� UHFHLYHU�� D� GHEHQWXUH�KROGHU

PXVW�KDYH�D�VHFXULW\�LQWHUHVW�RYHU�WKH�ZKROH�RU�VXEVWDQWLDOO\�WKH�ZKROH

RI� WKH�FRPSDQ\¶V�SURSHUW\�� WKDW� VHFXULW\�FRPSULVLQJ�D�FKDUJH�ZKLFK�

DV�FUHDWHG��ZDV�D�IORDWLQJ�FKDUJH�
��
�7KLV�H[SDQVLYH�IRUP�RI�VHFXULW\�LV

FDSDEOH�RI�FRYHULQJ�WKH�HQWLUHW\�RI� WKH�GHEWRU�FRPSDQ\¶V�DVVHWV��7KH

RULJLQDO�UDWLRQDOH�IRU�LWV�XVH�ZDV�WKDW�LW�SHUPLWWHG�VHFXULW\�WR�EH�WDNHQ

RYHU�UHYROYLQJ�DQG�IXWXUH�DVVHWV��ZKLOVW�DOORZLQJ� WKHVH� WR�EH�XVHG� LQ

WKH� QRUPDO� FRXUVH� RI� WKH� GHEWRU¶V� EXVLQHVV�
��
� +RZHYHU�� WKH� SULRULW\

DFFRUGHG�WR�WKH�KROGHU�RI�D�IORDWLQJ�FKDUJH�SHU�VH�KDV�EHHQ�JUDGXDOO\

HURGHG�WKURXJK�WKH�DGYHQW�RI�YDULRXV�W\SHV�RI�FODLP�ZKLFK�RYHUULGH�LW�

7KH� UHVXOW� LV� WKDW� D� IORDWLQJ� FKDUJH� QRZ� UDQNV� EHKLQG� WKH� FODLPV� RI

OHVVHHV�� UHWHQWLRQ� RI� WLWOH� FODLPDQWV�� WUXVW� FODLPDQWV�� IL[HG�FKDUJHHV�

DQG�SUHIHUHQWLDO�FUHGLWRUV�
��

$V�IL[HG�FKDUJHV�UDQN�DKHDG�RI�SUHIHUHQWLDO�FUHGLWRUV�
��
� D�SUHGLFWDEOH

UHVSRQVH� KDV� EHHQ� WR� VXEMHFW� DQ� LQFUHDVLQJ� UDQJH� RI� DVVHWV� WR� IL[HG

FKDUJHV�� PRVW� FRQWURYHUVLDOO\� LQ� WKH� FDVH� RI� ERRN� GHEWV�
��
� <HW� WKH

IORDWLQJ� FKDUJH� LV� E\� QR� PHDQV� REVROHWH��,WV� PRVW� LPSRUWDQW� UROH� LV

QRZ� DV� SDUW� RI� D� µFRPSRVLWH¶� RU� µJOREDO¶� VHFXULW\� SDFNDJH� ZKLFK

HQDEOHV�WKH�FKDUJHKROGHU�WR�DSSRLQW�DQ�DGPLQLVWUDWLYH�UHFHLYHU��DQG�VR

WR�µEORFN¶�DQ�DGPLQLVWUDWLRQ�RUGHU�
��
�7KLV�LV�QRW�WR�VD\�WKDW�WKH�IORDWLQJ

FKDUJH�LWVHOI�PXVW�H[WHQG�WR�µVXEVWDQWLDOO\�WKH�ZKROH�RI�WKH�FRPSDQ\¶V

SURSHUW\¶�� ,Q�5H� &URIWEHOO� /WG�
��
�9LQHORWW� -� KHOG� WKDW� D� µOLJKWZHLJKW

IORDWLQJ�FKDUJH¶��ZKLFK�ZDV�IRU�WKH�WLPH�EHLQJ�µHPSW\¶�RI�DVVHWV��ZDV

FDSDEOH�RI�IDOOLQJ�ZLWKLQ�VHFWLRQ�������RI�WKH�,QVROYHQF\�$FW�������VR

DV�WR�HQWLWOH�LWV�KROGHU�WR�DSSRLQW�DQ�DGPLQLVWUDWLYH�UHFHLYHU�

�����7KH�UHFHLYHU¶V�µDJHQF\�RI�FRQYHQLHQFH¶

$Q�DGPLQLVWUDWLYH�UHFHLYHU�LV�VWDWXWRULO\�GHHPHG�WR�EH�WKH�FRPSDQ\¶V

DJHQW��XQOHVV�DQG�XQWLO�WKH�FRPSDQ\�JRHV�LQWR�OLTXLGDWLRQ�
��
�$FFRUGLQJ
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WR�HVWDEOLVKHG�FDQRQV�RI�DJHQF\�ODZ��WKH�DJHQW��KDYLQJ�SRZHU�WR�DIIHFW

KLV� SULQFLSDO¶V� OHJDO� SRVLWLRQ�� LV� VXEMHFWHG� WR� FRQFRPLWDQW� GXWLHV� LQ

RUGHU� WR� DGGUHVV� WKH� SULQFLSDO¶V� FRQVHTXHQW� YXOQHUDELOLW\�� 0RVW

QRWDEO\��DQ�DJHQW�RZHV�KLV�SULQFLSDO�D� ILGXFLDU\�GXW\�RI� OR\DOW\�� DQG

DOVR� D� GXW\� RI� FDUH� �5H\QROGV�� ������SDUD� �������� 7KH� QDWXUH� DQG

LQFLGHQWV� RI� DQ� DGPLQLVWUDWLYH� UHFHLYHU¶V� DJHQF\�� KRZHYHU�� DUH

PDUNHGO\�GLVWLQFW��WR�WKH�SRLQW�RI�EHLQJ�XQLTXH��7KH�DJHQF\�FDQ�DSWO\

EH�GHVFULEHG�DV�RQH�RI�FRQYHQLHQFH�
��

�������'XWLHV�RI�WKH�UHFHLYHU

7KH�DJHQW¶V�ILGXFLDU\�GXW\�RI� OR\DOW\�LV�FHQWUDO� WR�WKH�OHJDO�QRWLRQ�RI

DJHQF\��\HW� LW� LV�RI�D�VRPHZKDW�DWWHQXDWHG�QDWXUH�ZKHUH� WKH�DJHQW� LQ

TXHVWLRQ�LV�D�UHFHLYHU��)ULVE\���������)DU�IURP�EHLQJ�FRPSHOOHG�WR�DFW

LQ� WKH� FRPSDQ\¶V� EHVW� LQWHUHVWV�� D� UHFHLYHU� PD\�� DQG� LQGHHG� PXVW�

VDFULILFH�WKRVH�LQWHUHVWV�ZKHUH�WKH�ZHOO�EHLQJ�RI�WKH�GHEHQWXUH�KROGHU

GHPDQGV�
��
�&RQWUDU\�WR�DFFHSWHG�WHQHWV�RI�DJHQF\�ODZ��D�UHFHLYHU�RZHV

KLV� FRUSRUDWH� µSULQFLSDO¶� QR� GXW\� RI� REHGLHQFH�
��
� QRU� DQ\� GXW\� WR

SURYLGH�LQIRUPDWLRQ�DV�WR�WKH�FRQGXFW�RI� LWV�DIIDLUV�
��
�7KLV�VXUSULVLQJ

FRQFOXVLRQ� LV� UHDFKHG� E\� UHIHUHQFH� WR� WKH� FRQWUDFWXDO� IUDPHZRUN

ZKLFK� VSDZQV� WKH� DJHQF\� UHODWLRQVKLS� EHWZHHQ� FRPSDQ\� DQG

UHFHLYHU�
��
� 7KH� UHVXOW� LV� WKDW�� DOWKRXJK� DSSRLQWHG� DV� DJHQW� RI� WKH

FRPSDQ\��D�UHFHLYHU¶V�GXW\�LV�WR�H[HUFLVH�KLV�SRZHUV�ERQD�ILGH�LQ�WKH

LQWHUHVWV� RI� WKH�GHEHQWXUH�KROGHU�� UDWKHU� WKDQ� WKRVH� RI� KLV� QRPLQDO

µSULQFLSDO¶�
��

8QWLO�YHU\�UHFHQWO\��LW�ZDV�WKRXJKW�WKDW�D�UHFHLYHU¶V�GXW\�RI�FDUH�WR�WKH

FRPSDQ\�ZDV�OLPLWHG�WR�D�UHTXLUHPHQW�WKDW�KH�WDNH�UHDVRQDEOH�VWHSV�WR

REWDLQ� D� SURSHU� SULFH� RQ� WKH� H[HUFLVH� KLV� SRZHU� RI� VDOH�
��
� 7KH� ODZ

DSSHDUV�� KRZHYHU�� WR� KDYH� EHHQ� DOWHUHG� E\� WKH� &RXUW� RI� $SSHDO� LQ

0HGIRUWK�Y�%ODNH�	�2UV�
��
� WKH� UHYLVHG�SRVLWLRQ�EHLQJ� WKDW�D� UHFHLYHU

RZHV� DQ� HTXLWDEOH� GXW\� RI� VNLOO� DQG� FDUH� WR� WKH� GHEWRU� FRPSDQ\�

VKRXOG�KH�GHFLGH�WR�FRQWLQXH�WUDGLQJ�
��
�LQVRIDU�DV�WKLV�GRHV�QRW�FRQIOLFW

ZLWK�KLV�ILGXFLDU\�GXW\�WR�DFW�LQ�WKH�LQWHUHVWV�RI�WKH�GHEHQWXUH�KROGHU�

7KLV�GHYHORSPHQW�FOHDUO\�LPSRVHV�DQ�REOLJDWLRQ�WR�DFW�FDUHIXOO\�LQ�WKH

DGPLQLVWUDWLRQ� RI� WKH� VHFXUHG� DVVHWV�� DQG� PRVW� QRWDEO\� LQ� WKH
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PDQDJHPHQW� RI� WKH� FRPSDQ\¶V� EXVLQHVV�� D� UHVSRQVLELOLW\� ZKLFK�

DUJXDEO\��GLG�QRW�H[LVW�SULRU� WR�0HGIRUWK��1RQHWKHOHVV�� LW� LV�PDQLIHVW

IURP� WKH�MXGJPHQW�RI�6FRWW�9�&� LQ� WKDW� FDVH� WKDW� WKLV� GXW\� GRHV� QRW

FRPSURPLVH�WKH�UHFHLYHU¶V�FDUGLQDO�FRPPLWPHQW�WR�WKH�ZHOIDUH�RI�KLV

DSSRLQWRU��)ULVE\��������

�������3RZHUV�RI�WKH�UHFHLYHU

7KH�UHFHLYHU�LV�JLYHQ�ZLGH�UDQJLQJ�SRZHUV�WR�PDQDJH�WKH�FRPSDQ\¶V

EXVLQHVV��WR�FRPPLW�LW�WR�QHZ�FRQWUDFWV��DQG�WR�WDNH�FRQWURO�RI�DQG�VHOO

LWV� DVVHWV�
��
�7KH� UHFHLYHU¶V� VWDWXV� DV� DJHQW� DOVR� JUDQWV� KLP� LPPXQLW\

IURP�SHUVRQDO� OLDELOLW\� IRU�EXVLQHVV� UDWHV�XQSDLG�GXULQJ� WKH� FXUUHQF\

RI� WKH� UHFHLYHUVKLS�
��
� )XUWKHUPRUH�� WKH� UXOH� SURSRXQGHG� LQ�6DLG� Y

%XWW�
��
�ZKHUHE\�DQ�DJHQW�FDQQRW�EH�OLDEOH�LQ�WRUW�IRU�LQGXFLQJ�D�EUHDFK

RI� KLV� SULQFLSDO¶V� FRQWUDFW�� KDV� EHHQ� KHOG� WR� DSSO\� WR� UHFHLYHUV�
��

+HQFH� D� UHFHLYHU� PD\� FDXVH� WKH� FRPSDQ\� WR� EUHDFK� LWV� SUH�

DSSRLQWPHQW� FRQWUDFWV� LQ� RUGHU� WR� IXUWKHU� WKH� LQWHUHVWV� RI� WKH

GHEHQWXUH�KROGHU�
��
� OHDYLQJ� WKH� FRXQWHUSDUW\� ZLWK� D� UHPHG\� LQ

GDPDJHV� IRU� EUHDFK� RI� FRQWUDFW� DJDLQVW�WKH� FRPSDQ\� �2GLWDK�� �����

���������
��
�%HLQJ�XQVHFXUHG�DQG�DJDLQVW� DQ� LQVROYHQW�HQWHUSULVH�� WKH

ODWWHU�LV�OLNHO\�WR�SURYH�ZRUWKOHVV�

$V�DJHQW��D�UHFHLYHU�ZRXOG�QRW�LQ�QRUPDO�FLUFXPVWDQFHV�EH�SHUVRQDOO\

OLDEOH� RQ� WKH� FRQWUDFWV� KH� SURFXUHV� KLV� SULQFLSDO� WR� HQWHU�
��

([FHSWLRQDOO\��D� UHFHLYHU� LV�PDGH�VR� OLDEOH�XQGHU�VHFWLRQ�������E��RI

WKH� ,QVROYHQF\� $FW� ������ LQ� UHODWLRQ� WR� ERWK� FRPPHUFLDO� DQG

HPSOR\PHQW�FRQWUDFWV��+RZHYHU�� HYHQ� WKLV�SULPD� IDFLH� GLVDGYDQWDJH

LV� ZDWHUHG� GRZQ� LQ� WZR� VLJQLILFDQW� UHVSHFWV�� )LUVW�� LW� DSSHDUV� WKDW� D

UHFHLYHU� PD\� µFRQWUDFW� RXW¶� RI� SHUVRQDO� OLDELOLW\�� 7KLV� LV� H[SUHVVO\

HQYLVDJHG�DV�UHJDUGV�FRQWUDFWV�KH�HQWHUV� LQWR�
��
� DQG�KDV�EHHQ�KHOG� WR

EH�OHJLWLPDWH�LQ�UHODWLRQ�WR�WKRVH�FRQWUDFWV�RI�HPSOR\PHQW�KH�DGRSWV�
��

6HFRQG�� D� UHFHLYHU� LV� HQWLWOHG� WR� DQ� LQGHPQLW\� RXW� RI� WKH� FRPSDQ\¶V

DVVHWV� LQ� UHODWLRQ� WR� VXFK� OLDELOLW\�
��
� ZKLFK� LV� SD\DEOH� DKHDG� RI� WKH

FODLPV� RI� KLV� DSSRLQWRU�
��
� DQG� VR�� E\� GHILQLWLRQ�� DKHDG� RI� WKH

FRPSDQ\¶V� XQVHFXUHG� FUHGLWRUV�
��
� $� UHFHLYHU¶V� SHUVRQDO� OLDELOLW\� LV

WKHUHIRUH� ODUJHO\� FRVPHWLF�� 6R� ORQJ� DV� KH� LV� FRQILGHQW� WKDW� WKHUH� DUH
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VXIILFLHQW� DVVHWV� WR� VXSSRUW� KLV� LQGHPQLW\� FODLP�� KH� ZLOO� EH� DEOH� WR

FRQWUDFW�RQ�EHKDOI�RI�WKH�FRPSDQ\�ZLWKRXW�ULVN�WR�KLPVHOI�

�����7KH�GLVHQIUDQFKLVHPHQW�RI�RWKHU�VWDNHKROGHUV

,Q� FRPSDULVRQ� WR� DGPLQLVWUDWLRQ� DQG� OLTXLGDWLRQ�� WKLUG� SDUWLHV� DUH

DIIRUGHG� UHPDUNDEO\� OLWWOH� LQSXW� LQWR� WKH� UHFHLYHUVKLS� SURFHVV�
��
� 7KH

FRPSDQ\��DFWLQJ�WKURXJK�WKH�ERDUG�RI�GLUHFWRUV��LV�XQDEOH�WR�JRYHUQ�LWV

UHFHLYHU¶V�DFWLRQV�
��
�DQG�VR�GLVSODFHG�IURP�GHFLVLRQ�PDNLQJ�DXWKRULW\

LQ� UHODWLRQ� WR� WKH� XVH� RI� LWV� SURSHUW\�
��
� -XQLRU� FUHGLWRUV� HPHUJH� DV

VLPLODUO\� UHPRWH� IURP� WKH� UHFHLYHU¶V� GHOLEHUDWLRQV�� 7KH� &RUN

&RPPLWWHH�H[SUHVVO\�DGYHUWHG� WR� WKLV� µFRPSODLQW¶�� DQG� UHVSRQGHG�E\

SURSRXQGLQJ� VWDWXWRU\� SURYLVLRQV�� ODWHU� LQFRUSRUDWHG� LQWR� WKH

,QVROYHQF\� $FW� ������ GHVLJQHG� WR� FUHDWH� µD� UHODWLRQVKLS� RI

DFFRXQWDELOLW\� EHWZHHQ� WKH� UHFHLYHU� DQG� WKH� XQVHFXUHG� FUHGLWRUV¶

�,QVROYHQF\� /DZ� 5HYLHZ� &RPPLWWHH�� ������SDUD� �����
��
� $� FORVHU

H[DPLQDWLRQ�RI� WKHVH� LQLWLDWLYHV� VXJJHVWV� WKDW� LQ� SUDFWLFDO� WHUPV� WKH\

GR� OLWWOH� WR� JHQHUDWH� PHDQLQJIXO� SDUWLFLSDWLRQ� ULJKWV��&RQVLGHU�� IRU

H[DPSOH�� WKH� UHTXLUHPHQW� WKDW� WKHUH� EH� D� FUHGLWRUV¶� FRPPLWWHH�
��
� ,WV

IXQFWLRQ� LV� WR� DVVLVW� WKH� DGPLQLVWUDWLYH� UHFHLYHU� LQ� GLVFKDUJLQJ� KLV

IXQFWLRQV�� EXW� KDV� QR� SRZHU� WR�GLUHFW� KRZ� KH� VKDOO� FDUU\� RXW� KLV

IXQFWLRQV�
��
� 7KLV� LV� LQ� VWDUN� FRQWUDVW� WR� WKH� SRZHUV� HQMR\HG� E\� D

OLTXLGDWLRQ�FRPPLWWHH� �*ULHU��������������DQG�D�PHHWLQJ�RI�FUHGLWRUV

LQ�DGPLQLVWUDWLRQ�
��
�*LYHQ�WKH�RYHUDOO�WHQRU�RI�WKH�&RUN�5HSRUW�DQG�LWV

SUHRFFXSDWLRQ�ZLWK� WKH� IDFLOLWDWLRQ� RI� FRUSRUDWH� UHVFXH�� WKLV� DSSHDUV

DQRPDORXV�� $UJXDEO\�� WKH� &RPPLWWHH� HQYLVDJHG� D� FR�RSHUDWLYH

UHJLPH�ZKHUHE\� FUHGLWRUV� DQG� RIILFH� KROGHUV� ZRXOG� EH� DIIRUGHG� WKH

RSSRUWXQLW\�WR�QHJRWLDWH�WRZDUGV�D�PXWXDOO\�VDWLVIDFWRU\�RXWFRPH��DQG

WKHUH�LV�QR�UHDVRQ�WR�VXVSHFW�WKDW�WKLV�HWKRV�ZDV�QRW�LQWHQGHG�WR�DSSO\

HTXDOO\� WR� DGPLQLVWUDWLYH� UHFHLYHUVKLS�� %\� H[FOXGLQJ� UHFHLYHUVKLS

FUHGLWRUV�IURP�SDUWLFLSDWLRQ�LQ�WKH�FRXUVH�RI�WKH�UHFHLYHUVKLS��LW�VHHPV

WKDW�WKH�GHFLVLRQ�ZKHWKHU�WR�DWWHPSW�D�UHVFXH�LV�SODFHG�HQWLUHO\�LQ�WKH

KDQGV�RI� WKH� UHFHLYHU��2QH�PLJKW�KDYH�H[SHFWHG� WKLV�FULWLFDO� LVVXH�DW

OHDVW�WR�EH�VXEMHFW�WR�FRQVXOWDWLRQ��EXW�WKH�FXUUHQW�UHJLPH�GRHV�OLWWOH�WR

HQFRXUDJH�WKLV�
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(QJOLVK� LQVROYHQF\� ODZ�� ODLG� RXW� EDUHO\� LQ� WKLV� IDVKLRQ�� DSSHDUV� WR

IDYRXU� WKH� LQWHUHVWV� RI� WKH� GHEHQWXUH�KROGHU� DERYH� WKRVH� RI� RWKHU

FUHGLWRUV��:H� KRSH� WR� VKRZ�� RYHU� WKH� FRXUVH� RI� WKLV� SDSHU�� WKDW� WKLV

IRUPDO� LPEDODQFH� LV� MXVWLILDEOH� LQ� WHUPV� RI� LWV� DELOLW\� WR� HQKDQFH

HIILFLHQF\�

���5HWKLQNLQJ�5HFHLYHUVKLS

�����'HEW�DQG�FRUSRUDWH�JRYHUQDQFH

0XFK�FXUUHQW�ZRUN�RQ�FRUSRUDWH�JRYHUQDQFH� LV�GHULYHG� IURP�WKH� VR�

FDOOHG� µDJHQF\� FRVWV¶� YLHZ� RI� WKH� ILUP¶V� ILQDQFLDO� VWUXFWXUH� �-HQVHQ

DQG� 0HFNOLQJ�� ������ (DVWHUEURRN� DQG� )LVFKHO�� ������ 6KOHLIHU� DQG

9LVKQ\��������FI��%ODLU���������7KLV�HPSKDVLVHV�WKH�FRVWV�JHQHUDWHG�E\

LQIRUPDWLRQ�DV\PPHWU\�DQG�FRQWUDFWXDO�LQFRPSOHWHQHVV��DQG�VXJJHVWV

WKDW� SDUWLHV¶� DWWHPSWV� WR� HFRQRPLVH� RQ� WKHVH� IDFWRUV� GHWHUPLQH²DW

OHDVW� LQ� SDUW²WKH� ZD\� LQ� ZKLFK� ILUPV� DUH� VWUXFWXUHG� �-HQVHQ� DQG

0HFNOLQJ������������������0DQDJHUV�DUH� WKRXJKW� WR� VHUYH� WKHLU� RZQ

LQWHUHVWV��UDWKHU�WKDQ�WKRVH�RI� LQYHVWRUV��EHFDXVH�RI� WKH�GLIILFXOWLHV�RI

VSHFLI\LQJ��REVHUYLQJ�DQG�YHULI\LQJ� WKH� DSSURSULDWH� DFWLRQV� IRU� WKHP

WR� WDNH�� DQG� WKH� FLUFXPVWDQFHV� XQGHU� ZKLFK� WKH\� DUH� WR� EH� WDNHQ�

+HQFH�D�YDULHW\�RI� WHFKQLTXHV� DUH� HPSOR\HG� WR� UHGXFH� WKHVH� FRVWV²

LQFHQWLYH� SD\� VFKHPHV� DQG� KRVWLOH� WDNH�RYHUV� EHLQJ� WZR� RI� WKH� EHVW

NQRZQ� �HJ�(DVWHUEURRN�DQG�)LVFKHO�� ���������������&KHIILQV�� �����

���������� 'HEW� FDQ�� KRZHYHU�� DFW� DV� D� PHDQV� RI� LQFHQWLYLVLQJ

PDQDJHUV� WR� SURPRWH� WKH� LQWHUHVWV� RI� RXWVLGH� LQYHVWRUV�� EHFDXVH� LW

LPSRVHV� D� KDUG� FRQVWUDLQW� �-HQVHQ� DQG�0HFNOLQJ�� ������ ��������

-HQVHQ�� ������:UXFN�� ������(DVWHUEURRN�� ������� 7KH� NH\� IHDWXUH� RI

GHEW� ZKLFK� DOORZV� LW� WR� IXQFWLRQ� LQ� WKLV� ZD\� LV� WKDW� LW� LQYROYHV� D

FRQWLQJHQW�DOORFDWLRQ�RI�SURSHUW\�ULJKWV��+DUW�����������������6KRXOG

WKH� ILUP� IDLO� WR� PHHW� IL[HG� SD\PHQWV�� LWV� DVVHWV� PD\� EH� VHL]HG� E\

FUHGLWRUV�
��
� 7KH� UHPRYDO� RI� DVVHWV� IURP� PDQDJHUV¶� KDQGV� ZLOO

WHUPLQDWH�DQ\�FRQWLQXLQJ�EHQHILWV�ZKLFK�WKH\�GHULYH�IURP�FRQWURO�� ,Q

WXUQ�� WKLV� JLYHV� PDQDJHUV� VWURQJ� LQFHQWLYHV� WR� DYRLG� FRQGXFW� ZKLFK

ZLOO� UHGXFH� WKH� ILUP¶V� H[SHFWHG� UHWXUQV�� VLQFH� WKLV� ZLOO� LQFUHDVH� WKH

OLNHOLKRRG�RI�IDLOLQJ�WR�PHHW�IL[HG�SD\PHQWV�



��

7KH�XVH�RI�GHEW�DOVR�EULQJV�FRVWV��3HUKDSV�WKH�EHVW�NQRZQ�RI�WKHVH�DUH

WKH�FRVWV�RI�LQVROYHQF\��RU�µILQDQFLDO�GLVWUHVV¶�DV�LW�LV�UHIHUUHG�WR�LQ�WKH

FRUSRUDWH� ILQDQFH� OLWHUDWXUH�
��
� $� ILUP� ZLWKRXW� GHEW� ZRXOG� QRW� LQFXU

VXFK� FRVWV�
��
� /HVV� REYLRXVO\�� WKH� XVH� RI� GHEW� JLYHV� VKDUHKROGHUV

SHUYHUVH� LQFHQWLYHV� LQ� PDNLQJ� LQYHVWPHQW� DQG� ILQDQFLQJ� GHFLVLRQV

�-HQVHQ� DQG�0HFNOLQJ�� ������ ��������� 0\HUV�� ������%DUQHD� HW� DO�

��������������3XW�VLPSO\��EHFDXVH�VKDUHKROGHUV�KDYH�OLPLWHG�OLDELOLW\�

WKH\� GR� QRW� EHDU� WKH� HQWLUH� GRZQVLGH� LI� WKH� ILUP� IDLOV��$QG� EHFDXVH

FUHGLWRUV� �GHEW� LQYHVWRUV�� KDYH� IL[HG�PD[LPXP� FODLPV�� VKDUHKROGHUV

KDYH� QR� OLPLW� WR� WKH� µXSVLGH¶� ZKLFK� WKH\� PD\� UHWDLQ� LI� WKH� ILUP¶V

SURMHFWV�VXFFHHG��7KLV�FDQ�JLYH�VKDUHKROGHUV�DQ�LQFHQWLYH�WR�µJDPEOH¶

ZLWK� WKH� DVVHWV� DQG� WR� SXUVXH� KLJK�ULVN�SURMHFWV� ZKLFK� PD[LPLVH

VKDUHKROGHUV¶� H[SHFWHG� UHWXUQV�� UDWKHU� WKDQ� WKRVH� SURMHFWV� ZKLFK

PD[LPLVH� WKH� ILUP¶V�H[SHFWHG�YDOXH�DV�D�ZKROH��7KHVH�FRVWV�PD\�EH

UHGXFHG�E\�JLYLQJ�VRPH�PHDVXUH�RI�FRQWURO�RYHU�WKH�ILUP¶V�DFWLYLWLHV

WR�FUHGLWRUV��6PLWK�DQG�:DUQHU������D���<HW�VXFK�FRQWURO�LV�QRW�FRVW�

IUHH� HLWKHU�� EHFDXVH� FUHGLWRUV¶� UHWXUQ� VWUXFWXUH� ZLOO� ELDV� WKHLU

SUHIHUHQFHV²WKLV� WLPH� WRZDUGV� SURMHFWV� ZKLFK� PD[LPLVH�FUHGLWRUV¶

UHWXUQV��UDWKHU�WKDQ�WKRVH�ZKLFK�PD[LPLVH�ILUP�YDOXH�DV�D�ZKROH��7KH

FRPELQDWLRQ� RI� FRVWV� JHQHUDWHG� E\� WKHVH� SHUYHUVH� LQYHVWPHQW

LQFHQWLYHV� DUH� UHIHUUHG� WR� E\� -HQVHQ� DQG�0HFNOLQJ� ������� DV� WKH

µDJHQF\�FRVWV�RI�GHEW¶��DQG�VRPHWLPHV�E\�RWKHUV�DV�µILQDQFLDO�DJHQF\

FRVWV¶��HJ�7ULDQWLV��������������

7KH� µDJHQF\�FRVWV¶� WKHRU\�VXJJHVWV�� WKHUHIRUH�� WKDW� D� ILUP¶V� ILQDQFLDO

VWUXFWXUH�LQYROYHV�D�WUDGH�RII��WKH�FRVWV�RI�RXWVLGH�HTXLW\��PDQDJHULDO

DJHQF\� FRVWV�� YHUVXV� WKH� FRVWV� RI� GHEW� �ILQDQFLDO� DJHQF\� FRVWV� SOXV

LQVROYHQF\� FRVWV��� DQG� WKDW� ILUPV� ZLOO� DUUDQJH� WKHLU� DIIDLUV� VR� DV� WR

RSWLPLVH�WKLV�DW�WKH�PLQLPXP�OHYHO��7KH�PDMRULW\�RI�60(V�DUH�RZQHU�

PDQDJHG��&RVK�DQG�+XJKHV������D�������7KLV�PDNHV�WKH�DJHQF\�FRVWV

RI� RXWVLGH� HTXLW\� XQXVXDOO\� KLJK�� 7KHUH� LV� QR� SRVVLELOLW\� RI� D

µGLVFLSOLQDU\¶� KRVWLOH� WDNHRYHU� ZKHUH� PDQDJHPHQW� RZQ� D� PDMRULW\

VKDUHKROGLQJ�� $QG� LW� PD\� EH� GLIILFXOW� IRU� PDQDJHUV� WR� FRPPLW� WR

LQFHQWLYH�FRQWUDFWV�ZKLFK�DOLJQ� WKHLU� LQWHUHVWV�ZLWK� WKRVH�RI�PLQRULW\

VKDUHKROGHUV��ZKHQ�WKHVH�PD\�EH�VXEMHFW� WR�VXEVHTXHQW�UHQHJRWLDWLRQ

E\�WKH�ERDUG�RI�GLUHFWRUV��5DWLRQDO�LQYHVWRUV�ZRXOG�GLVFRXQW�WKH�ULJKWV
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DVVRFLDWHG� ZLWK� VXFK� D� VKDUHKROGLQJ�� 7KXV� GHEW� ILQDQFH� ZLOO� VHHP

UHODWLYHO\� PRUH� DWWUDFWLYH� WR� VXFK� ILUPV�� 7KLV� LV� FRQVLVWHQW� ZLWK� WKH

SDWWHUQ� WKDW� 8.� 60(V� DUH� ILQDQFHG� ODUJHO\� ZLWK� GHEW� �&RVK� DQG

+XJKHV�� ������ ������� )UHHGPDQ� DQG�*RGZLQ�� ������ ��������� &RVK

DQG�+XJKHV������E����������,Q�WKLV�FRQWH[W�� WKH�FRVWV�DQG�OLPLWDWLRQV

RI�GHEW�ILQDQFH�EHFRPH�D�PDWWHU�RI�SDUWLFXODU�FRQFHUQ�

�����0RQLWRULQJ��GHIDXOW�DQG�UHQHJRWLDWLRQ

$VVXPH� IRU� QRZ� WKDW� D� ILUP¶V� FUHGLWRUV� DUH� DEOH� WR� DFW� DOZD\V� DV� D

FRKHVLYH�JURXS��7KH�HIILFLHQF\�RI�GHEW�DV�D�JRYHUQDQFH�PHFKDQLVP�LV

KLJKO\�VHQVLWLYH�WR�WKH�ZD\�LQ�ZKLFK�µGHIDXOW¶�LV�GHILQHG��EHFDXVH�WKLV

VWLSXODWHV� WKH� FLUFXPVWDQFHV� XQGHU� ZKLFK� WKH� FUHGLWRUV¶� FRQWLQJHQW

SURSHUW\�ULJKWV�EHFRPH�RSHUDWLYH��%URDGO\�VSHDNLQJ��WKHUH�DUH�DW�OHDVW

WKUHH� W\SHV� RI�HYHQW� ZKLFK� ZLOO� JLYH� ULVH� WR� D� GHIDXOW� XQGHU� D� ORDQ

FRQWUDFW��)LUVW��DQG�PRVW�LPSRUWDQW��WKHUH�LV�ZKDW�ZH�VKDOO�KHUH�UHIHU�WR

DV� D� µWULJJHU¶�� 7KLV� LV� WKH� RFFXUUHQFH� RI� VRPH�HYHQW�ZKLFK� VXJJHVWV

WKDW�WKH�GHEWRU�LV�QRW�JRLQJ�WR�UHSD\�WKH�GHEW��7KH�PRVW�EDVLF�WULJJHU�LV

D� IDLOXUH� WR� PDNH� D� VFKHGXOHG� UHSD\PHQW�� :KHUH� WKLV� KDSSHQV

JHQHUDOO\�� WKH� GHEWRU� LV� µILQDQFLDOO\� GLVWUHVVHG¶� LQ� WKH� SDUODQFH� RI

ILQDQFLDO� HFRQRPLVWV�� RU� µFDVKIORZ� LQVROYHQW¶� LQ� WKH� SDUODQFH� RI

ODZ\HUV�
��
� +RZHYHU�� ORDQ� FRQWUDFWV� RIWHQ� FRQWDLQ� FRYHQDQWV� E\� WKH

GHEWRU� WR�PDLQWDLQ� VSHFLILHG� ILQDQFLDO� UDWLRV��ZKLFK�FDQ�DFW� DV� µHDUO\

ZDUQLQJ¶� WULJJHUV²WKH� UDWLRV� EHLQJ� VHW� VXFK� WKDW� D� EUHDFK� RI� WKH

SURYLVLRQV� LQGLFDWHV� WKDW� WKH� ILUP� LV� OLNHO\� WR� EHFRPH� XQDEOH� WR� SD\

GHEWV�LQ�WKH�IXWXUH��VHH�&LWURQ�������������'D\�DQG�7D\ORU������������

����D�����������
��
�$OWHUQDWLYHO\�� WKH� ORDQ�FRQWUDFW� FDQ�EH� VWUXFWXUHG

VXFK� WKDW� LW� LV� UHSD\DEOH� µRQ�GHPDQG¶��ZLWK�DQ� LQIRUPDO�DUUDQJHPHQW

EHWZHHQ�WKH�SDUWLHV�DV�WR�ZKDW�FLUFXPVWDQFHV�ZLOO�WULJJHU�D�GHPDQG�

6HFRQG�� WKHUH� DUH� ZKDW� PLJKW� EH� WHUPHG� µQHJDWLYH¶� FRYHQDQWV²

SURPLVHV�E\�WKH�GHEWRU�QRW�WR�WDNH�SDUWLFXODU�DFWLRQV��'D\�DQG�7D\ORU�

�������������������E������������7KHVH�DUH�FRPPRQO\�UDWLRQDOLVHG�DV

EHLQJ� ZULWWHQ� VR� DV� WR� FRQVWUDLQ� WKH� SHUYHUVH� LQFHQWLYHV� ZKLFK� GHEW

ZLOO�HQJHQGHU�LQ�ERUURZHUV��DQG�DUH�OLNHO\�WR�SURKLELW�DFWLRQV�ZKLFK�DQ

RSSRUWXQLVWLF�GHEWRU�PLJKW�WDNH�LQ�RUGHU�WR�WUDQVIHU�ZHDOWK�WR�KLPVHOI
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IURP�FUHGLWRUV��6PLWK�DQG�:DUQHU������D���$V�ZH�KDYH�VHHQ��GHEW�FDQ

DIIHFW�PDQDJHUV¶�LQFHQWLYHV�LQ�ERWK�SRVLWLYH�DQG�QHJDWLYH�ZD\V��JLYLQJ

DQ� LQFHQWLYH� WR�ZRUN�KDUGHU�DQG�DYRLG� WKH�H[FHVVLYH�FRQVXPSWLRQ�RI

SHUTXLVLWHV�� EXW� DW� WKH� VDPH� WLPH� GLVWRUWLQJ� LQYHVWPHQW� LQFHQWLYHV

WRZDUGV� KLJK�ULVN�� KLJK�SD\RII� SURMHFWV�� 7LJKWHU� µWULJJHU¶� SURYLVLRQV

FDQ� EH� XQGHUVWRRG� DV� UHVSRQGLQJ� WR� WKH� ILUVW� HIIHFW�� DQG� QHJDWLYH

FRYHQDQWV�WR�WKH�VHFRQG�

2EYLRXVO\��WKH�HIILFDF\�RI�GHEW�DV�D�JRYHUQDQFH�PHFKDQLVP�ZLOO�DOVR

GHSHQG� RQ� WKH� LQIRUPDWLRQ� DYDLODEOH� WR� FUHGLWRUV� DERXW� WKH� GHEWRU¶V

ILQDQFLDO� SRVLWLRQ� DQG� DFWLRQV�� &RYHQDQWV� DUH� RI� OLPLWHG� YDOXH� LI� D

EUHDFK�LV�QRW�GHWHFWHG�LQ�WLPH��2QH�PHDQV�RI�HQKDQFLQJ�WKH�FUHGLWRUV¶

LQIRUPDWLRQ� LV� WR� VWLSXODWH� WKDW� WKH� GHEWRU� PXVW� SURYLGH� UHJXODU

ILQDQFLDO�LQIRUPDWLRQ²PDQDJHPHQW�DFFRXQWV�DQG�VXFK�OLNH²DQG�WKDW

IDLOXUH� WR� GR� VR� ZLOO� LWVHOI� FRQVWLWXWH� DQ� HYHQW� RI� GHIDXOW� �'D\� DQG

7D\ORU�� ����E�� ������ +RZHYHU�� LW� LV� OLNHO\� WKDW� LW� ZLOO� DOVR� EH

QHFHVVDU\�IRU�WKH�FUHGLWRU�WR�PRQLWRU�WKH�GHEWRU²WR�WU\�WR�REVHUYH�LWV

DFWLRQV�DQG�WR�DQDO\VH�WKH�ILQDQFLDO�LQIRUPDWLRQ�DYDLODEOH²LQ�RUGHU�WR

GHWHFW�GHIDXOWV�DV�DQG�ZKHQ�WKH\�RFFXU�

7KH� LPSOLFDWLRQV�RI�D�GHIDXOW²RU�DQ� LPPLQHQW�GHIDXOW²ZLOO�GHSHQG

RQ� WKH� FLUFXPVWDQFHV�� ,W� LV� SRVVLEOH�� KRZHYHU�� WR� PDNH� RQH� RU� WZR

JHQHUDO�REVHUYDWLRQV�� ,Q� WKH�FDVH�RI� D�EUHDFK�RI� µWULJJHU¶�SURYLVLRQV�

PXFK� ZLOO� GHSHQG� RQ� WKH� XQGHUO\LQJ� VWDWH� RI� WKH� ILUP¶V� EXVLQHVV�

)LUPV�ZKLFK�KDYH�IXQGDPHQWDOO\�XQSURILWDEOH�EXVLQHVVHV²ZKLFK�DUH

µHFRQRPLFDOO\�GLVWUHVVHG¶²ZLOO�VRRQHU�RU�ODWHU�EHFRPH�XQDEOH�WR�SD\

WKHLU�GHEWV��,I�WKLV�LV�WKH�FDVH��WKH�FUHGLWRUV�ZLOO�ZDQW�WR�PLQLPLVH�WKHLU

ORVVHV� E\� HQIRUFLQJ� DQG� FORVLQJ� WKH� ILUP� GRZQ� DV� VRRQ� DV� SRVVLEOH�

WKHQ� VHOOLQJ� LWV� DVVHWV� RQ� D� EUHDN�XS� EDVLV�� 7KLV� LV� DOVR� VRFLDOO\

HIILFLHQW��DV�WKH�ILUP¶V�DVVHWV�DUH�QRW�EHLQJ�SXW�WR�WKHLU�EHVW�XVH�LQ�LWV

FXUUHQW�OLQH�RI�EXVLQHVV��HJ�:KLWH��������

+RZHYHU�� ILUPV� ZKLFK� DUH� QRW� HFRQRPLFDOO\� GLVWUHVVHG� PD\� DOVR

EHFRPH�XQDEOH�WR�SD\�WKHLU�H[LVWLQJ�GHEWV��,I�WKLV�LV�WKH�FDVH��WKHQ�LW�LV

VRFLDOO\� HIILFLHQW� IRU� WKH� ILUP� WR� UHPDLQ� LQ� EXVLQHVV²DQG� WKLV� ZLOO

PD[LPLVH� WKH� UHWXUQV� WR� FUHGLWRUV�� &UHGLWRUV� RI� VXFK� D� ILUP� PD\
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DFKLHYH�WKLV�RXWFRPH�HLWKHU�E\�HQIRUFLQJ�DQG�VHHNLQJ�WR�VHOO�WKH�ILUP¶V

DVVHWV�DV�D�JRLQJ�FRQFHUQ��RU�E\�UHQHJRWLDWLQJ�ZLWK�WKH�GHEWRU��,I�GHEW

LV�EHLQJ�XVHG�DV�D�JRYHUQDQFH�PHFKDQLVP��ZH�ZRXOG�H[SHFW�FUHGLWRU¶

FKRLFH�WR�GHSHQG�RQ�WKHLU�DVVHVVPHQW�RI�PDQDJHUV¶�UROH�LQ�WKH�HYHQWV

OHDGLQJ� XS� WR� WKH� GHIDXOW�� 7KH� WLJKWHU� WKH� SURYLVLRQV� DUH� GUDZQ�� WKH

JUHDWHU�ZLOO�EH�WKH�LQFHQWLYH�HIIHFW�RI�WKH�GHEW��EXW�SDUDGR[LFDOO\��DOVR�

WKH� JUHDWHU� WKH� OLNHOLKRRG� RI� D� GHIDXOW� UHVXOWLQJ� IURP� µEDG� OXFN¶�
��

3URYLGHG�WKDW�WKH�FUHGLWRUV�FDQ�GLVWLQJXLVK�EHWZHHQ�WKHVH�FDXVHV��WKHUH

DUH� JRRG� UHDVRQV� IRU� WKLQNLQJ� WKDW� UHQHJRWLDWLRQ� LV� SUHIHUDEOH� WR

HQIRUFHPHQW�ZKHUH�PDQDJHPHQW�DUH�QRW�µDW�IDXOW¶�

)LUVW�� WKHUH� PD\� EH� IDLOXUHV� LQ� PDUNHWV� IRU� WKH� DVVHWV� RI� ILUPV� LQ

GHIDXOW�� 2Q� WKH� RQH� KDQG�� SRWHQWLDO� EX\HUV� PD\� EH� OLTXLGLW\�

FRQVWUDLQHG�
��
� 2Q� WKH� RWKHU� KDQG�� WKHUH� DUH� OLNHO\� WR� EH� VLJQLILFDQW

DGYHUVH� VHOHFWLRQ� SUREOHPV� �:HEE�� ������� 7KH� JUHDWHU� WKH� YHQGRU

FUHGLWRU¶V�NQRZOHGJH�RI�WKH�ILUP��WKH�PRUH�OLNHO\�WKDW�WKHUH�ZLOO�EH�DQ

LQIRUPDWLRQ� DV\PPHWU\� EHWZHHQ� LW� DQG� SRWHQWLDO� SXUFKDVHUV� RI� WKH

DVVHWV��$�SRWHQWLDO�SXUFKDVHU�ZLOO�GLVFRXQW�WKH�SULFH�LW�LV�ZLOOLQJ�WR�SD\

IRU�WKH�DVVHWV�WR�UHIOHFW�LWV�XQFHUWDLQW\�DERXW�WKHLU�YDOXH��)RU�YHQGRUV

ZLWK�µJRRG¶�ILUPV�WR�VHOO��WKH�EHVW�SULFH�RIIHUHG�PD\�QRW�EH�DV�PXFK�DV

WKH\� FRQVLGHU� WKH� ILUP¶V� DVVHWV� WR� EH�ZRUWK�� DQG� WKH\�PD\� ILQG� WKDW

UHQHJRWLDWLRQ²LQ�HIIHFW�D�µVDOH¶�RI�WKH�ILUP¶V�DVVHWV�WR�WKHPVHOYHV�DQG

WKH�H[LVWLQJ�HTXLW\�KROGHUV²ZLOO�EH�SULYDWHO\�RSWLPDO�

6HFRQG��HQIRUFHPHQW�DJDLQVW�PDQDJHUV�RI�YLDEOH�EXVLQHVVHV�ZKLFK�DUH

QRW�µDW�IDXOW¶�ZLOO�QRW�KDYH�DQ\�GLVFLSOLQDU\�HIIHFW��5DWKHU��LW�ZLOO�VHUYH

RQO\�WR�LPSRVH�KDUVK�FRQVHTXHQFHV�RQ�PDQDJHUV�DUELWUDULO\�
��
�FUHDWLQJ

DQ� DGGLWLRQDO� DQG� XQQHFHVVDU\� VRXUFH� RI� ULVN�
��
� 7KLV� FRXOG� KDYH

DGYHUVH� HIIHFWV� RQ� WKHLU� PRWLYDWLRQ�� SHUKDSV� OHDGLQJ� WR� ULVN�DYHUVH

GHFLVLRQ�PDNLQJ��:KLWH���������RU�DQ�XQGHUVXSSO\�RI�HIIRUW�JHQHUDWHG

E\� µD� IDWDOLVWLF� VHQVH� WKDW� HIIRUW� PLJKW� EH�ZDVWHG� LQ� D� IXWLOH� FDXVH�¶

�7ULDQWLV�� ������� +HQFH� ZKHUH� WKH� GHEWRU� ILUP� GHIDXOWV�� EXW� LV� QRW

HFRQRPLFDOO\� GLVWUHVVHG�� DQG� WKH� GHIDXOW� LV� QRW� GXH� WR� PDQDJHULDO

IDLOXUH�� WKH� SRVVLELOLW\� RI� DSSURSULDWH� UHQHJRWLDWLRQ� FDQ� HQKDQFH

PDQDJHULDO� LQFHQWLYHV� H[� DQWH�� 6XFK� D� UHQHJRWLDWLRQ� PD\� LQYROYH

FUHGLWRUV� µZDLYLQJ¶� D� GHIDXOW� LQ� UHWXUQ� IRU� D� UHGXFWLRQ� LQ� WKH
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RXWVWDQGLQJ�UHSD\PHQWV�GHPDQGHG�IURP�WKH�GHEWRU��7KXV�LI�IDLOXUH�WR

PDNH�WKH�IL[HG�SD\PHQWV�LV�WKH�UHVXOW�RI�µEDG�OXFN¶��UHQHJRWLDWLRQ�PD\

EH� H[� SRVW� YDOXH�PD[LPLVLQJ� IRU� WKH� FUHGLWRU� LQ� HLWKHU� FDVH�� ,I� WKH

RZQHU�PDQDJHU� KDV�XQGHUSHUIRUPHG�� KRZHYHU�� D� JRLQJ�FRQFHUQ� VDOH

PD\�EH�QHFHVVDU\�WR�UHPRYH�WKHP��)LJXUH���VXPPDULVHV�WKHVH�IDFWRUV

LQ�WKH�IRUP�RI�D�GHFLVLRQ�WUHH�

�����0XOWLSOH�FUHGLWRUV�DQG�FROOHFWLYH�DFWLRQ�SUREOHPV

,I�ZH�UHOD[�WKH�DVVXPSWLRQ�WKDW�FUHGLWRUV�DUH�DEOH�WR�DFW�DV�D�FRKHVLYH

JURXS��ZH�VHH�WKDW�FROOHFWLYH�DFWLRQ�SUREOHPV�DUH�OLNHO\�WR�LQWUXGH�RQ

WKHLU� LQIRUPDWLRQ�JDWKHULQJ� DQG� GHFLVLRQ�PDNLQJ� IXQFWLRQV�� )LUVW�

FRQVLGHU� WKH� FUHGLWRUV¶� LQIRUPDWLRQ�� )RU� HDFK� FUHGLWRU�� WKH� PDUJLQDO

EHQHILW�IURP�DQ�LQYHVWPHQW�LQ�LQIRUPDWLRQ�DERXW�D�SDUWLFXODU�GHFLVLRQ

�H�J�� ZKHWKHU� RU� QRW� WR� UHQHJRWLDWH�� ZLOO� RQO\� EH� D� FRPPHQVXUDWH

IUDFWLRQ�RI�LWV�µWUXH¶�YDOXH��7KH�DPRXQW�DW�VWDNH�IRU�HDFK�FUHGLWRU�ZLOO

RQO\� EH� D� IUDFWLRQ� RI� WKH� WRWDO�YDOXH� ZKLFK� FRXOG� EH� SUHVHUYHG� RU

GHVWUR\HG�E\�D�SDUWLFXODU�GHFLVLRQ��+HQFH�LQGLYLGXDO�FUHGLWRUV�ZLOO�EH

UDWLRQDOO\�XQGHULQIRUPHG��VHH�(DVWHUEURRN�DQG�)LVFKHO���������������

)XUWKHUPRUH�� HDFK� FUHGLWRU�PD\� VHHN� WR�IUHH�ULGH� RQ� WKH�PRQLWRULQJ

DFWLYLW\� RI� RWKHUV�� ZLWK� WKH� UHVXOW� WKDW� WKHUH� LV� FROOHFWLYH

XQGHULQYHVWPHQW�LQ�PRQLWRULQJ��/HYPRUH���������������

6HFRQG��ZKHUH� FUHGLWRUV� KDYH� LQGLYLGXDO� �DOEHLW� FRQWLQJHQW�� SURSHUW\

ULJKWV� LQ� WKH� ILUP¶V� DVVHWV�� WKH� DFFXUDF\� RI� SRVW�GHIDXOW� GHFLVLRQ�

PDNLQJ�ZLOO�EH�IXUWKHU�UHGXFHG�E\�EDUJDLQLQJ�SUREOHPV��$�EDVLF�GHEW

DJUHHPHQW�JLYHV�HDFK�FUHGLWRU�LQGLYLGXDO�ULJKWV�WR�HQIRUFH�DJDLQVW�WKH

GHEWRU� LQ� WKH� FDVH� RI� GHIDXOW�� 7KXV� LQ� RUGHU� WR� VHFXUH� D� FROOHFWLYH

UHQHJRWLDWLRQ��RU�D�GHFLVLRQ� WR� VHOO� WKH� ILUP� DV� D�JRLQJ�FRQFHUQ�� LW� LV

QHFHVVDU\� IRU� DOO� FUHGLWRUV� WR� EH� LQ� DJUHHPHQW� DERXW� WKH� SUHIHUUHG

FRXUVH� RI� DFWLRQ�� &UHGLWRUV� WKHQ� KDYH� LQFHQWLYHV� WR� VHHN� WR� H[WUDFW

VLGH�SD\PHQWV� IURP� WKH� RWKHUV� LQ� UHWXUQ� IRU� WKHLU� FR�RSHUDWLRQ� �5RH�

�������6LPLODUO\��QR�FUHGLWRU�KDV�DQ� LQFHQWLYH� WR�µIRUJLYH¶�DQ\�RI�KLV

FODLP� LQ� D� UHQHJRWLDWLRQ� LI� KH� WKLQNV� WKDW� RWKHU� FUHGLWRUV� ZLOO� GR� VR

DQ\ZD\²UDWKHU�� KH� KDV� DQ� LQFHQWLYH� WR� µIUHH�ULGH¶� RQ� WKH� FRVWV

LQFXUUHG�E\�WKH�RWKHUV��5RH��������*HUWQHU�DQG�6FKDUIVWHLQ���������,I
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WKHVH� SUREOHPV� DUH� VXIILFLHQWO\� VHYHUH� DV� WR� FUHDWH� D� EDUULHU� WR� FR�

RSHUDWLYH� DFWLRQ�� WKHQ� DV� -DFNVRQ� ������� IDPRXVO\� SRLQWHG� RXW�� WKH

FUHGLWRUV� IDFH� D� µSULVRQHU¶V� GLOHPPD¶��'HIDXOW� FDQ� WKHQ� SUHFLSLWDWH� D

µUDFH�WR�FROOHFW¶�DQG�WKH�LQHIILFLHQW�GLVPHPEHUPHQW�RI�ILUPV�

�����5HGXFLQJ�WKH�FRVWV�RI�PXOWLSOH�FUHGLWRUV

7KH�VWUXFWXUH�RI�FUHGLWRUV¶�ULJKWV�FDQ�EH�PRGLILHG�LQ�D�YDULHW\�RI�ZD\V

VR�DV�WR�UHGXFH�WKH�FRVWV�RI�PXOWLSOH�FUHGLWRUV��2QH�RI�WKH�EHVW�NQRZQ

LV�D�FROOHFWLYH�LQVROYHQF\�SURFHGXUH��-DFNVRQ�IDPRXVO\�DUJXHG�WKDW�WKH

µSULVRQHU¶V� GLOHPPD¶� IDFHG� E\� FUHGLWRUV� RI� D� ILQDQFLDOO\� GLVWUHVVHG

ILUP� SURYLGHG� D� UDWLRQDOH� IRU� VWDWH�LPSRVHG� FROOHFWLYLVDWLRQ� RI

FUHGLWRUV¶� LQWHUHVWV� XSRQ� FRUSRUDWH� LQVROYHQF\� �-DFNVRQ�� ������� :H

FDQ� VWDWH�� DW� D� IDLUO\� DEVWUDFW� OHYHO�� KRZ� WKLV�PLJKW� KDSSHQ��:KHQ� D

ILUP� EHFRPHV� ILQDQFLDOO\� GLVWUHVVHG�� WKH� ODZ� SURYLGHV� FUHGLWRUV�ZLWK

WKH�DELOLW\�WR�XQLODWHUDOO\�FRPPHQFH�D�µOLTXLGDWLRQ�SURFHGXUH¶�
��
�7KLV

FROOHFWLYLVHV� WKH� SURSHUW\� ULJKWV� RI� LQGLYLGXDO� FUHGLWRUV� DQG� SURYLGHV

IRU�D�VWDWH�RIILFLDO�WR�WDNH�FKDUJH�RI�DQG�VHOO�WKH�GHEWRU�ILUP¶V�DVVHWV�

WKHQ�GLVWULEXWLQJ�WKH�SURFHHGV�DPRQJVW�FUHGLWRUV�
��
�7KH�DYDLODELOLW\�RI

DQ�DSSURSULDWHO\�VWUXFWXUHG�OLTXLGDWLRQ�SURFHGXUH�FDQ�WKXV�UHGXFH�WKH

FRVWV�RI�LQWHU�FUHGLWRU�FROOHFWLYH�DFWLRQ�SUREOHPV�DIWHU�GHIDXOW�

7KH�H[LVWHQFH�RI�D�µOLTXLGDWLRQ�SURFHGXUH¶�LQ�WKH�VKDGRZV�DOVR�DVVLVWV

FUHGLWRUV� LQ� UHQHJRWLDWLQJ�GHEW� DJUHHPHQWV�ZKHUH� WKLV� LV� DSSURSULDWH�

E\� DOWHULQJ� WKH� VWUXFWXUH� RI� WKH� µJDPH¶� ZKLFK� WKH\� SOD\� IURP� D

µSULVRQHU¶V� GLOHPPD¶� WR� RQH� RI� FR�RUGLQDWLRQ�� +RZHYHU�� LW� GRHV� QRW

VROYH� WKH� GLIILFXOWLHV�ZKLFK� FUHGLWRUV� IDFH�� DQG� IRU� WKLV� UHDVRQ� VRPH

DUJXH�WKDW�D�µUHRUJDQLVDWLRQ�SURFHGXUH¶�VKRXOG�DOVR�EH�VXSSOLHG��ZKLFK

ZLOO�FRHUFH�FUHGLWRUV�WRZDUGV�D�FRPSURPLVH�
��
�6XFK�D�SURFHGXUH�UXQV

WKH� ULVN� WKDW� LW� PD\� UHVXOW� LQ� GHFLVLRQDO� LQDFFXUDF\� UXQQLQJ� LQ� WKH

RSSRVLWH� GLUHFWLRQ�� ,QHIILFLHQW� ILUPV� PD\� FRQWLQXH� LQ� EXVLQHVV�� DQG

SRRU� PDQDJHUV� PD\� UHPDLQ� LQ� SRVW� �HJ� )UDQNV� DQG�7RURXV�� ������

)XUWKHUPRUH�� QHLWKHU� D� OLTXLGDWLRQ� SURFHGXUH� QRU�D� UHRUJDQLVDWLRQ

SURFHGXUH� GR� DQ\WKLQJ� WR� DPHOLRUDWH� FROOHFWLYH� DFWLRQ� SUREOHPV

DVVRFLDWHG�ZLWK�LQIRUPDWLRQ�JDWKHULQJ�EHIRUHKDQG�
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$�PRUH�FRPSUHKHQVLYH�VROXWLRQ�LV�IRU�WKH�GHEWRU�ILUP�WR�FKRRVH�QRW�WR

KDYH� PXOWLSOH� FUHGLWRUV�� WKHUHE\� HOLPLQDWLQJ� HQWLUHO\� WKH� DVVRFLDWHG

FRVWV�� ,Q� UHDOLW\�� LW� ZRXOG� EH� KLJKO\� LQFRQYHQLHQW� WR� KDYH� RQO\� RQH

FUHGLWRU�� DV� WKLV� ZRXOG� REOLJH� WKH� GHEWRU� WR� SD\� IRU� DOO� VHUYLFHV�

VXSSOLHV��ZDJHV�DQG�WD[HV�LQ�DGYDQFH��+RZHYHU��LW�LV�SHUIHFWO\�IHDVLEOH

WR�KDYH�RQO\�RQH�PDLQ�FUHGLWRU��DQG�WR�UHVWULFW�OLDELOLWLHV�LQFXUUHG�RWKHU

WKDQ� LQ� WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��8QGHU�VXFK�DQ�DUUDQJHPHQW�

WKH�µPDLQ¶�FUHGLWRU�ZLOO�EHDU�SULPDU\�UHVSRQVLELOLW\�IRU�PRQLWRULQJ�WKH

GHEWRU¶V� EHKDYLRXU�� DQG� IRU� GHFLGLQJ� ZKHWKHU� RU� QRW� WR� UHQHJRWLDWH

IROORZLQJ�D�GHIDXOW��VHH�+XGVRQ���������6R�ORQJ�DV�WKH�PDLQ�FUHGLWRU

LV� ZLOOLQJ� WR� SURYLGH� WKH� ILUP� ZLWK� ILQDQFH� WR� FRYHU� SD\PHQWV� GXH

XQGHU�LWV�RSHUDWLQJ�FUHGLW�IDFLOLWLHV�� LW�ZLOO�EH�DEOH�WR�FRQWLQXH�WR�SD\

LWV�GHEWV�DV�WKH\�IDOO�GXH�
��
�<HW�LI�LW�LV�QRW��WKH�ILUP�ZLOO�EH�XQDEOH�WR

DYRLG� LQVROYHQF\� �XQOHVV� DQRWKHU� FUHGLWRU� FDQ� EH� SHUVXDGHG� WR� VWHS

LQWR� WKH� EUHDFK��� 7KLV� FDQ� DFKLHYH� FRQVLGHUDEOH� VDYLQJV�� )LUVW�� WKH

µPDLQ¶� FUHGLWRU¶V� FRQFHQWUDWLRQ� PHDQV� WKDW� LW� KDV� DSSURSULDWH

LQFHQWLYHV�WR�LQYHVW�LQ�PRQLWRULQJ�WKH�GHEWRU�WR�GHWHUPLQH�ZKHWKHU�RU

QRW� D� GHIDXOW� KDV� RFFXUUHG�� 6HFRQG�� UHQHJRWLDWLRQ� ZLOO� EH� JUHDWO\

IDFLOLWDWHG��DV�LW�QHHG�RQO\�EH�GRQH�ZLWK�RQH�FUHGLWRU��ZKLFK�EHFDXVH�RI

LWV�FRQFHQWUDWHG�SRVLWLRQ��ZLOO�KDYH�DSSURSULDWH�LQFHQWLYHV�WR�LQYHVW�LQ

JDWKHULQJ�LQIRUPDWLRQ�DERXW�ZKHWKHU�UHQHJRWLDWLRQ�LV�ZDUUDQWHG�

,Q� WKH� FRUSRUDWH� ILQDQFH� OLWHUDWXUH�� WKH� SURSRVLWLRQ� WKDW� VDYLQJV� LQ

PRQLWRULQJ�DQG� WKH�FRVWV�RI�GHIDXOW�FDQ�EH�REWDLQHG� WKURXJK�FUHGLWRU

FRQFHQWUDWLRQ� LV� ZHOO�HVWDEOLVKHG� �VHH� HJ� 'LDPRQG�� ������
��
� DQG

HPSLULFDO�UHVHDUFK�VKRZV�WKDW�WKH�UROH�RI�µPDLQ�FUHGLWRU¶� LV�JHQHUDOO\

SOD\HG� E\� EDQNV� �VHH� HJ� +RVKL� HW� DO�� ������� :KHUH� WKH� GHEWRU¶V

ILQDQFLQJ�UHTXLUHPHQWV�DUH�YHU\�ODUJH��WKH�DEVROXWH�OHYHO�RI�ULVN�ZKLFK

D� VLQJOH� EDQN� SHUIRUPLQJ� WKH� UROH� RI� µPDLQ� FUHGLWRU¶�ZRXOG� KDYH� WR

EHDU� PDNHV� VXFK� DQ� DUUDQJHPHQW� H[SHQVLYH�� DQG� WKH� UROH� PD\� EH

VKDUHG� EHWZHHQ� PXOWLSOH� EDQNV�� 7KHVH� DUH�� QHYHUWKHOHVV�� IDU� PRUH

FRQFHQWUDWHG� LQ� WKHLU� LQIRUPDWLRQ�JDWKHULQJ� DQG� UHQHJRWLDWLRQ

DFWLYLWLHV�WKDQ��IRU�H[DPSOH��ERQGKROGHUV�

$OWKRXJK�FRQFHQWUDWHG�LQYHVWRUV�PD\�EH�DEOH�WR�JHQHUDWH�FRQVLGHUDEOH

VDYLQJV�� WKH\� FDQ� DOVR� EULQJ� FRVWV�� &RQFHQWUDWLQJ� GHEW� OHDGV� WR� DQ
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LQFUHDVHG�ULVN�RI�µUHYHUVH�DJHQF\�FRVWV¶�
��
�7KH�PDLQ�FUHGLWRU¶V�FRQWURO

PD\� LQKLELW� WKH� GHEWRU¶V� LQYHVWPHQW� GHFLVLRQV�� VXFK� WKDW� YDOXDEOH

SURMHFWV�DUH�VKXQQHG�LQ�IDYRXU�RI�ORZHU�ULVN�DOWHUQDWLYHV��7ULDQWLV�DQG

'DQLHOV��������������������6XFK�D� VHHPLQJO\�RQH�VLGHG� UHODWLRQVKLS

PD\�� KRZHYHU�� EH� WROHUDEOH� ZKHUH� WKH� FUHGLWRU� KDV� VLJQLILFDQW

UHSXWDWLRQDO� FDSLWDO�� DQG�PD\� EH� LQHYLWDEOH�ZKHUH� WKH�PDQDJHU� GRHV

QRW� �'LDPRQG�� ������� 3XW� DQRWKHU� ZD\�� D� FUHGLWRU� ZKLFK� OHQGV� WR

PDQ\� ILUPV� KDV� DQ� LQWHUHVW� LQ� GHYHORSLQJ� D� UHSXWDWLRQ� IRU� QRW

H[SURSULDWLQJ� GHEWRUV�� DQG� IRU� LQYHVWLQJ� LQ� KLJK�TXDOLW\� PRQLWRULQJ

�VHH� HJ�&KHPPDQXU� DQG�)XOJKLHUL�� ������� �0RUHRYHU�� LI� LW� OHQGV� WR

PDQ\� ILUPV� WKHQ� LW� LV� DOVR� OLNHO\� WR� EH� DEOH� WR� DFKLHYH� VLJQLILFDQW

HFRQRPLHV� RI� VFDOH� LQ� LWV� PRQLWRULQJ� WHFKQRORJ\��� ,I� H[SURSULDWLRQ

ZHUH�SXEOLFLVHG��EHQHILWV�IRUHJRQH�LQ�WKH�IRUP�RI�UHSHDWHG�LQWHUDFWLRQV

ZLWK�WKH�SRRO�RI�ZRXOG�EH�ERUURZHUV�ZRXOG�EH�OLNHO\�WR�RXWZHLJK�DQ\

JDLQV�IURP�H[SURSULDWLRQ�LQ�D�VLQJOH�FDVH�

7KXV� ZH� VHH� WZR� DOWHUQDWLYH� WHFKQLTXHV� IRU� UHGXFLQJ� WKH� FRVWV� RI

PXOWLSOH�FUHGLWRUV��OHJDO�PRGLILFDWLRQ�RI�FUHGLWRUV¶�SURSHUW\�ULJKWV��RU

SULYDWH�RUGHULQJ�WR�LQFUHDVH�FUHGLWRU�FRQFHQWUDWLRQ��VHH�+HJH���������,W

VHHPV� WKDW�ZKHUH� FUHGLWRUV� DUH� KLJKO\� FRQFHQWUDWHG�� D� UHRUJDQLVDWLRQ

ODZ�PD\�QRW�EH�QHFHVVDU\��$Q�XQDQVZHUHG�TXHVWLRQ��VR�IDU��LV�ZKHWKHU

FRQFHQWUDWHG� FUHGLWRUV²L�H�� EDQNV²FDQ� PDNH� D� µVWDWH�VXSSOLHG¶

LQVROYHQF\� ODZ� HQWLUHO\� XQQHFHVVDU\�� ,Q� D� VLPLODU� YHLQ�� D� QXPEHU� RI

VFKRODUV� KDYH� TXHVWLRQHG� WKH� QHHG� IRU� D� VWDWH�VXSSOLHG� LQVROYHQF\

SURFHGXUH�� 7KH\� KDYH� VXJJHVWHG� WKDW� ILUPV� FRXOG� LQVWHDG� RIIHU

FUHGLWRUV� µLQVROYHQF\� FRQWUDFWV¶� ZKLFK� ZRXOG� VWLSXODWH� FROOHFWLYH

GHFLVLRQ�PDNLQJ� SURFHGXUHV� WKDW� ZRXOG� EH� PRUH� HIILFLHQW²HLWKHU

JHQHUDOO\�� RU� IRU� D� SDUWLFXODU� ILUP²WKDQ� WKH� XQLWDU\� VWDWH�VSRQVRUHG

SURFHGXUH��5DVPXVVHQ��������6FKZDUW]������D���)RU�H[DPSOH�� LQ� WKH

FRQWH[W� RI� WKH� EDQN�ILUP� UHODWLRQVKLS� ZKLFK� LV� SUHYDOHQW� LQ� 60(

ILQDQFH�� LW� PLJKW� EH� WKRXJKW� WKDW� LW� ZRXOG� EH� HIILFLHQW� WR� DOORZ� WKH

SRVW�GHIDXOW� GHFLVLRQV� WR� EH� WDNHQ� E\� WKH� EDQN� LWVHOI�� +RZHYHU�� WKH

SUREOHP�ZLWK�FRQWUDFWLQJ�IRU�VXFK�D�SURFHGXUH�LV�WKDW�WKH�GHEWRU�ILUP

FDQQRW�FUHGLEO\�FRPPLW�LWVHOI�QRW�WR�ERUURZ�IURP�FUHGLWRUV�ZKLFK�DUH

QRW� SDUWLHV� WR� WKH� FRQWUDFW� �$GOHU�� ������ ������� ,W� LV� RXU� FODLP� WKDW

(QJOLVK�LQVROYHQF\�ODZ�DOORZV�D�ILUP�WR�GR�SUHFLVHO\�WKDW�E\�JUDQWLQJ
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D� GHEHQWXUH� WR� D� EDQN� ZKLFK� ZRXOG� DOORZ� WKH� DSSRLQWPHQW� RI� DQ

DGPLQLVWUDWLYH�UHFHLYHU�

�����$�FRQFHQWUDWHG�FUHGLWRU�JRYHUQDQFH�WKHRU\�RI�UHFHLYHUVKLS

$� JUDQW� RI� VHFXUHG� FUHGLW²RI� ZKLFK� WKH� FKDUJHV� KHOG� E\� WKH

GHEHQWXUH�KROGHU�LQ�RXU�W\SLFDO�FDVHV�DUH�H[DPSOHV²JLYHV�WKH�FUHGLWRU

WZR�EDVLF�W\SHV�RI�ULJKW��ILUVW��D� ULJKW� WR�FRQWURO� WKH�FROODWHUDO�VKRXOG

WKH� GHEWRU� GHIDXOW�� DQG� VHFRQG� D� ULJKW� WR� EH� SDLG� RXW� RI� WKH�UHWXUQV

IURP� WKH� VDOH� RI� WKH� DVVHW� LQ� SULRULW\� WR� XQVHFXUHG� FUHGLWRUV�

$QDO\WLFDOO\�� WKHVH� DUH�FRQWLQJHQW� SURSHUW\� ULJKWV�� LQ� WKH� VHQVH� WKDW

WKH\�FDQQRW�EH� DOWHUHG��RQFH�JUDQWHG��ZLWKRXW� WKH�GHEHQWXUH�KROGHU¶V

FRQVHQW��EXW�WKH\�RQO\�WDNH�HIIHFW�LI�WKH�GHEWRU�GHIDXOWV��7KH�H[WHQW�WR

ZKLFK� SDUWLHV� FDQ� XVH� VXFK� FRQWLQJHQW� SURSHUW\� ULJKWV� WR� GLYLGH� XS

SRVW�GHIDXOW�ULJKWV�WR�D�GHEWRU�ILUP�LV�D�PDWWHU�RI�SROLF\�IRU� WKH�OHJDO

V\VWHP��(QJOLVK�ODZ�QRW�RQO\�SHUPLWV�WKH�JUDQW�RI�VXFK�ULJKWV�RYHU�WKH

HQWLUH� ILUP�� EXW� DOVR� DOORZV� WKHP� WR� EH� HQIRUFHG²WKURXJK

UHFHLYHUVKLS²VR� DV� WR� WUXPS� RWKHU� LQVROYHQF\� SURFHHGLQJV�� 7KXV

UHFHLYHUVKLS� KDV� WKH� DELOLW\� WR� IXQFWLRQ� DV� D� VRUW� RI� µSULYDWLVHG¶

LQVROYHQF\� UHJLPH�� DQG� D� ILUP� LV� DEOH� WR� µRSW� LQ¶� WR� WKLV� UHJLPH� E\

JUDQWLQJ�DQ�DSSURSULDWH�SDFNDJH�RI�FKDUJHV�WR�D�FRQFHQWUDWHG�FUHGLWRU�

:H�VKRXOG�EH�FOHDU�WKDW�LW�LV�QRW�QHFHVVDU\�IRU�D�OHJDO�V\VWHP�WR�RIIHU

SDUWLHV�WKH�DELOLW\�WR�DOORFDWH�ULJKWV�LQ�WKLV�ZD\��)RU�H[DPSOH��IORDWLQJ

FKDUJHV� ZHUH� QRW� UHFRJQLVHG� DW� DOO� DW� FRPPRQ� ODZ� LQ� PDQ\� 86

MXULVGLFWLRQV�� ZKHUH� WKH\� ZHUH� VXEVHTXHQWO\� LQWURGXFHG� E\� VWDWXWH�
��

6LPLODUO\�� WKH�86�)HGHUDO�%DQNUXSWF\�&RGH�GHQLHV� VHFXUHG�FUHGLWRUV

DQ\�LQGLYLGXDO�ULJKWV�RI�FRQWURO�DIWHU�WKH�FRPPHQFHPHQW�RI�FRUSRUDWH

EDQNUXSWF\�SURFHHGLQJV�
��

2XU� SULQFLSDO� FODLP� LV� WKDW� JLYLQJ� FRQWURO� RYHU� WKH� SRVW�GHIDXOW

GHFLVLRQ�PDNLQJ� SURFHVV� WR� WKH� GHEHQWXUH�KROGHU� FDQ� JHQHUDWH

HIILFLHQFLHV��$V�ZH�KDYH�VHHQ��D�EDQN��RU�RWKHU�FRQFHQWUDWHG�FUHGLWRU�

LV� OLNHO\� WR� EH� WKH� µZKLVWOH�EORZHU¶� RQ� WKH� FRPSDQ\¶V� ILQDQFLDO

GLVWUHVV�� ,Q� RUGHU� WR� PDNH� D� GHFLVLRQ� ZKHWKHU� RU� QRW� WR� SXW� WKH

FRPSDQ\�LQWR�IRUPDO�SURFHHGLQJV��LW�ZLOO�EH�QHFHVVDU\�IRU�WKH�EDQN�WR

KDYH�PDGH�D�GHFLVLRQ�WKDW�UHQHJRWLDWLRQ�LV�LQDSSURSULDWH��DQG�ZK\�WKDW
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LV�VR��$V� µPDLQ�FUHGLWRU¶�� LW�ZLOO�KDYH� WKH�EHVW� LQIRUPDWLRQ�DERXW� WKH

GHEWRU¶V�EXVLQHVV��DQG�ZKHWKHU�LW�VKRXOG�EH�VROG�DV�D�JRLQJ�FRQFHUQ�RU

RQ�D�EUHDN�XS�EDVLV��7KH�ULJKWV�RI�FRQWURO�DFFRUGHG�WR�WKH�GHEHQWXUH�

KROGHU� PHDQ� WKDW� MXQLRU� FUHGLWRUV� DUH� VWD\HG� IURP� HQIRUFLQJ� WKHLU

FODLPV� DJDLQVW� WKH� ILUP¶V� DVVHWV� GXULQJ� UHFHLYHUVKLS�� WKHUHE\

SUHYHQWLQJ�DQ\� µUDFH� WR� FROOHFW¶� �3LFNHU�� ������%XFNOH\�� �������7KLV

DOORZV�WKH�UHFHLYHU�WR�GHSOR\�WKH�ILUP¶V�DVVHWV�LQ�WKH�PDQQHU�ZKLFK�WKH

EDQN�FRQVLGHUV�ZLOO�EH�EHVW��(QIRUFHPHQW�LQ�WKLV�IDVKLRQ�LV�OLNHO\�WR�EH

EHWWHU�LQIRUPHG� DQG� TXLFNHU� WKDQ� LI� LW� ZHUH� FRQGXFWHG� E\� D� VWDWH

RIILFLDO��)XUWKHUPRUH��E\� LQFUHDVLQJ� WKH�H[SHFWHG� UHWXUQV� WR� WKH�EDQN

IROORZLQJ� HQIRUFHPHQW�� LW� PDNHV� WKLV� D� OHVV� FRVWO\� VWUDWHJ\� IRU� WKH

EDQN�� KHQFH� LQFUHDVLQJ� WKH� HIIHFWLYHQHVV� RI� GHEW� DV� D� GLVFLSOLQDU\

PHFKDQLVP�IRU�XQGHUSHUIRUPLQJ�PDQDJHUV�

6HHQ� LQ� WKLV� OLJKW�� DGPLQLVWUDWLYH� UHFHLYHUVKLS� LV� D� YHKLFOH� IRU

IDFLOLWDWLQJ� WKH�HIILFLHQW�GLVSRVDO�RI�DVVHWV�E\�D�FRQFHQWUDWHG�FUHGLWRU�

IROORZLQJ�D�GHFLVLRQ�E\�WKDW�FUHGLWRU�WR�HQIRUFH��7KLV�SHUVSHFWLYH�KHOSV

WR�H[SODLQ�D�QXPEHU�RI�IHDWXUHV�RI�WKH�ODZ��3HUKDSV�WKH�PRVW�REYLRXV�LV

WKH� IDFW� WKDW� WKH� DELOLW\� WR� µEORFN¶� DQ� DGPLQLVWUDWLRQ� RUGHU� LV� JUDQWHG

RQO\� WR� D� SDUW\� ZKRVH� GHEHQWXUH� HQWLWOHV� WKHP� WR� DSSRLQW� D� UHFHLYHU

RYHU� WKH�ZKROH�� RU� VXEVWDQWLDOO\� WKH�ZKROH�� RI� WKH� FRPSDQ\¶V� DVVHWV�

7KLV�VXJJHVWV�WKDW�WKH�DSSRLQWRU�RI�DQ�DGPLQLVWUDWLYH�UHFHLYHU�ZLOO�EH�D

FRQFHQWUDWHG� OHQGHU� RI� WKH� VRUW� ZH� KDYH� EHHQ� GLVFXVVLQJ�
��
� ,W� LV�� RI

FRXUVH��SRVVLEOH�IRU�D�FRPSDQ\�WR�JUDQW�H[WHQVLYH�VHFXULW\�LQ�UHVSHFW�RI

D�GHEW�WKDW�IRUPV�RQO\�D�VPDOO�SDUW�RI� LWV� WRWDO�ERUURZLQJ��2XU�WKHRU\

ZRXOG�SUHGLFW�WKDW�OHQGLQJ�DUUDQJHPHQWV�RI�WKLV�VRUW�DUH�XQOLNHO\�WR�EH

FRPPRQ� LQ� SUDFWLFH�� EHFDXVH� SDUWLHV� FRXOG� UHGXFH� WKHLU� RYHUDOO

H[SHFWHG�FRVWV�LI�WKH�ILUP�VWUXFWXUHG�LWV�ERUURZLQJ�VR�DV�WR�H[SORLW�WKH

JRYHUQDQFH� DQG� HQIRUFHPHQW� HIILFLHQFLHV� ZKLFK� FRQFHQWUDWHG� OHQGHU

FRQWURO�FDQ�EULQJ�

6HFRQG��WKH�UHFHLYHU¶V�DJHQF\��,I�WKH�EXVLQHVV�LV�WR�EH�VROG�DV�D�JRLQJ

FRQFHUQ�� LW� PXVW� FRQWLQXH� WR� WUDGH�� 7KLV� PHDQV� WKDW� QHZ�� SRVW�

UHFHLYHUVKLS�FRQWUDFWV�PXVW�EH�QHJRWLDWHG��:HUH� WKH� UHFHLYHU� WR�HQWHU

LQWR� FRQWUDFWV� DV� SULQFLSDO�� KH� ZRXOG� EH� SHUVRQDOO\� DQG� H[FOXVLYHO\

OLDEOH� RQ� WKHP��:HUH� KH� WR� DFW� DV� DJHQW� IRU� KLV�DSSRLQWRU�� WKH� ODWWHU



��

ZRXOG�EH�LQ�D�VLPLODU�SRVLWLRQ��$V�WKH�ODZ�VWDQGV��ZKLOVW�UHFHLYHUV�DUH

SHUVRQDOO\� OLDEOH� RQ� SRVW�UHFHLYHUVKLS� FRQWUDFWV�� H[FHSW� WR� WKH� H[WHQW

WKDW�WKH�FRQWUDFW�SURYLGHV�RWKHUZLVH�
��
�WKHLU�DJHQF\�VWDWXV�HQVXUHV�WKDW

WKH�FRPSDQ\�FRQWLQXHV�DV�SULQFLSDO��DQG�WKDW�WKH�DSSRLQWRU�LV�D�VWUDQJHU

WR� WKH� FRQWUDFW�
��
�:HUH� WKH� FRQFHQWUDWHG� FUHGLWRU� QRW� GLVWDQFHG� IURP

SRWHQWLDO�OLDELOLW\�LQ�WKLV�IDVKLRQ��WKHUH�ZRXOG�EH�D�VWURQJ�GLVLQFHQWLYH

WR� FRQWLQXHG� WUDGLQJ�� WKXV� UHVWULFWLQJ� WKH� RXWFRPHV� ZKLFK� FRXOG

UHDOLVWLFDOO\� EH� DFKLHYHG�� ,I� UHFHLYHUVKLS� LV� XVHG� WR� UHPRYH

XQGHUSHUIRUPLQJ�PDQDJHUV�IURP�YLDEOH�EXVLQHVVHV��WKHQ�LW�PD\�EH�WKH

FDVH� WKDW� WKH� EXVLQHVV¶� YDOXH� FDQ� EH� HQKDQFHG� E\� UDSLG� H[WULFDWLRQ

IURP�XQIDYRXUDEOH�FRQWUDFWV�HQWHUHG�LQWR�E\�WKH�ROG�PDQDJHPHQW��7KH

UHFHLYHU¶V� LPPXQLW\� IURP� DFWLRQV� LQ� WRUW� IRU� SURFXULQJ� D� EUHDFK� RI

FRQWUDFW� ZKHUH� WKH� FRQWUDFW� LQ� TXHVWLRQ� LV� ZLWK� WKH� FRPSDQ\�� ZKLFK

DOORZV�KLP� WR� µEUHDFK¶� SUH�UHFHLYHUVKLS� FRQWUDFWV� DQG� WR� FRQVLJQ� WKH

FRXQWHUSDUW\�WR�DQ�HPSW\�GDPDJHV�UHPHG\��IDFLOLWDWHV�VXFK�H[WULFDWLRQ�

7KLUG�� WKH� VWUXFWXUH� RI� WKH� DGPLQLVWUDWLYH� UHFHLYHU¶V� GXWLHV� LV� DOVR

H[SOLFDEOH�� 7KH� SULPDU\� GXW\� WR� WKH�DSSRLQWRU� HQVXUHV� WKDW� LW� LV� WKH

FRQFHQWUDWHG� FUHGLWRU¶V� ZLVKHV� ZKLFK� DUH� LPSOHPHQWHG� LQ� WKH

HQIRUFHPHQW�SURFHGXUH��7KH�FUHGLWRU�FDQQRW�H[HUFLVH�FRQWURO�GLUHFWO\

IRU� IHDU� RI� LQFXUULQJ� OLDELOLW\� DV� WKH� UHFHLYHU¶V� SULQFLSDO�
��
� RU� DV� D

VKDGRZ� GLUHFWRU�
��
� 7KH� UHFHLYHU¶V� VWDWXV� DV� DJHQW� RI� WKH� FRPSDQ\

FRXSOHG�ZLWK�D�SULPDU\�GXW\�WR�WKH�EDQN�HQVXUHV�WKDW�WKH�FRQFHQWUDWHG

FUHGLWRU� UHWDLQV� FRQWURO� EXW� ZLWKRXW� DVVRFLDWHG� OLDELOLW\�� :HUH� WKH

UHFHLYHU�WR�RZH�EURDGHU�GXWLHV��FRQIRUPLQJ�ZLWK�WKHP�ZRXOG�LQFUHDVH

WKH�FRVWV�RI�GHFLVLRQ�PDNLQJ�FRQVLGHUDEO\�

2XU�FODLP�LV�SULQFLSDOO\�DERXW�WKH�EHQHILWV�RI�DOORZLQJ�WKH�KROGHU�RI�D

IORDWLQJ� FKDUJH� WR� H[HUFLVH�FRQWURO� RYHU� D� GHEWRU� ILUP� ZKLFK� LV� LQ

GHIDXOW��$V�VXFK��ZH�GLVWLQJXLVK�LW�IURP�PXFK�RI�WKH��H[WHQVLYH��ODZ�

DQG�HFRQRPLFV� OLWHUDWXUH� WKDW� KDV� GHEDWHG� WKH� SXWDWLYH� HIILFLHQF\� RI

VHFXUHG�FUHGLW�
��
�7KLV� OLWHUDWXUH�KDV�SULQFLSDOO\�RULJLQDWHG� LQ� WKH�86�

ZKHUH� VHFXUHG� FUHGLWRUV� DUH� GHQLHG� FRQWURO� ULJKWV� LQ� FRUSRUDWH

LQVROYHQF\�
��
� $V� VXFK�� LW� KDV� WHQGHG� WR� IRFXV� RQ� WKH� RWKHU� SULQFLSDO

ULJKW�DFFRUGHG�WR�VHFXUHG�FUHGLWRUV��WKDW�WR�SULRULW\�RI�SD\PHQW�RXW�RI

WKH� UHWXUQV� IURP� VDOH� RI� WKH� FROODWHUDO�� 7KH� EHQHILWV� RI� FRQWURO�� DQG



��

SDUWLFXODUO\� LWV� UHODWLRQVKLS�ZLWK� LQVROYHQF\��KDYH� UHFHLYHG� UHODWLYHO\

OLWWOH�DWWHQWLRQ�
��

7KH�HIILFLHQF\�RI�JUDQWLQJ�SULRULW\�WR�VHFXUHG�FUHGLWRUV�KDV�RI�FRXUVH

EHHQ� KRWO\� GHEDWHG�� ZLWK� WKH� OLWHUDWXUH� RIIHULQJ� ERWK� µEHQLJQ¶� DQG

µPDOLJQDQW¶�YLHZV��7KH�PRVW�SURPLVLQJ�WKHRU\�WKDW�SULRULW\�LV�HIILFLHQW

VHHPV� WR� EH� WKDW� LW� PD\� JHQHUDWH� VDYLQJV� E\� UHGXFLQJ� WKH� FRVWV� WR

FUHGLWRUV� RI� SROLFLQJ� QHJDWLYH� FRYHQDQWV��,W� µDXWRPDWLFDOO\� HQIRUFHV¶

SURPLVHV� E\� WKH� GHEWRU� QRW� WR� VHOO� VHFXUHG� DVVHWV� WR� WKLUG� SDUWLHV

�6PLWK� DQG� :DUQHU�� ����E��� RU� WR� UDLVH� VXEVHTXHQW� ILQDQFH� ZKLFK

UDQNV� DKHDG� RI�� RU� SDUL� SDVVX� ZLWK�� WKH� FUHGLWRU� �6FKZDUW]�� �����

����E�� 7ULDQWLV�� ������� ZKLFK� LQ� HDFK� FDVH� PLJKW� EH� XVHG� WR� UDLVH

ILQDQFH�IRU�KLJK�ULVN�LQYHVWPHQWV�
��

7KH�EHVW�NQRZQ�FODLP�WKDW�SULRULW\�WR�UHWXUQV�PD\�EH�LQHIILFLHQW�LV�WKDW

LW�PD\�DOORZ�ILUPV�DQG�VHFXUHG�FUHGLWRUV�WR�WUDQVIHU�ZHDOWK�DZD\�IURP

XQVHFXUHG�FUHGLWRUV�ZKR�GR�QRW�µDGMXVW¶�WR�WKH�UHGXFHG�UHWXUQV�ZKLFK�

FHWHULV�SDULEXV��WKH\�FDQ�H[SHFW�WR�UHFHLYH�RQ�LQVROYHQF\�DIWHU�D�JUDQW

RI�VHFXULW\��6FRWW��������/R3XFNL��������+XGVRQ��������%HEFKXN�DQG

)ULHG��������)LQFK���������7KLV� FDQ� OHDG� WR� LQHIILFLHQW� GLVWRUWLRQV� LQ

ILUP¶V� ILQDQFLQJ� GHFLVLRQV� �%HEFKXN� DQG� )ULHG�� ������� DQG� WR

µVXEVLGLHV¶�EHLQJ�JUDQWHG�WR�ILUPV�E\�WKHLU�FUHGLWRUV��WKXV�UHGXFLQJ�WKH

GLVFLSOLQH�RI�FRPSHWLWLYH�SURGXFW�PDUNHWV� �+XGVRQ���������7KH�RQO\

ZD\�WR�GLVWLQJXLVK�WKH�WZR�FODLPV�VHHPV�WR�EH�DQ�LQYHVWLJDWLRQ�RI�WKH

H[WHQW� WR� ZKLFK� WKH� RSSRUWXQLWLHV� IRU� H[SURSULDWLRQ� RI� XQVHFXUHG

FUHGLWRUV�H[LVW��$�GHWDLOHG�H[DPLQDWLRQ�RI�WKLV�DQG�RWKHU�LVVXHV�UHODWLQJ

WR�WKH�HIILFLHQF\�RI�JHQHUDOO\�DFFRUGLQJ�SULRULW\�WR�VHFXUHG�FUHGLWRUV�LV

EH\RQG� WKH� VFRSH� RI� WKLV� SDSHU�
��
� +RZHYHU�� RXU� FODLP� DERXW� WKH

EHQHILWV�RI�DFFRUGLQJ�ULJKWV�RI�FRQWURO�WR�D�FRQFHQWUDWHG�FUHGLWRU�GRHV

QRW�GHSHQG�RQ� WKH� µSULRULW\�TXHVWLRQ¶�EHLQJ� UHVROYHG�RQH�ZD\�RU� WKH

RWKHU��,W�LV�FRQFHSWXDOO\�SRVVLEOH�WR�LPDJLQH�D�OHJDO�V\VWHP�LQ�ZKLFK�D

µIORDWLQJ�FKDUJH¶�RIIHUV� LWV�KROGHU�RQO\�FRQWURO� ULJKWV�DQG�QR�EHQHILWV

LQ�WHUPV�RI�SULRULW\�

$VVXPLQJ� IRU� QRZ�� ZLWKRXW� GHFLGLQJ� WKH� TXHVWLRQ�� WKDW� SULRULW\� LV

MXVWLILDEOH� JHQHUDOO\� LQ� HIILFLHQF\� WHUPV�� WKH� LQWHUSOD\� EHWZHHQ� WKLV



��

ULJKW� DQG� WKH� HIILFLHQF\� RI� FRQFHQWUDWHG� FUHGLWRU� FRQWURO� EHFRPHV

JHUPDQH� WR� RXU� HQTXLU\�� 3ULRULW\� WR� UHWXUQV� PD\�HQFRXUDJH� FUHGLWRU

FRQFHQWUDWLRQ��E\²DOO�RWKHU�WKLQJV�EHLQJ�HTXDO²UHGXFLQJ�WKH�RYHUDOO

OHYHO� RI� ULVN� ZKLFK� LV� ERUQH� E\� WKH� VHFXUHG� FUHGLWRU�� 7KLV� PD\

HQFRXUDJH�D�FUHGLWRU�ZKLFK� LV� VHFXUHG� WR� OHQG�PRUH� WR�D�GHEWRU� ILUP

WKDQ� LW� ZRXOG� RWKHUZLVH� GR�� LQ� WXUQ� LQFUHDVLQJ� LWV� OHYHO� RI

FRQFHQWUDWLRQ�� +RZHYHU�� WKLV� PXVW� EH� RIIVHW� DJDLQVW� WKH� IDFW� WKDW

KDYLQJ� SULRULW\� ZLOO� DOVR²DOO� RWKHU� WKLQJV� EHLQJ� HTXDO²JLYH� WKH

VHFXUHG�FUHGLWRU�D�GLVLQFHQWLYH�WR�PRQLWRU�WKH�GHEWRU��VHH�-DFNVRQ�DQG

.URQPDQ�������������������)LQFK��������������7KLV�PD\�PHDQ� WKDW

WKH� GHEHQWXUH� KROGHU¶V� GHFLVLRQ� DERXW� ZKHWKHU� RU� QRW� WR� µEORZ� WKH

ZKLVWOH¶� RQ� WKH� GHEWRU� LV� OHIW� WRR� ORQJ�� 7KHVH� WZR� HIIHFWV� FXW� LQ

GLIIHUHQW� GLUHFWLRQV�� DQG� LW� LV� LPSRVVLEOH� WR� RIIHU� DQ� D� SULRUL

FRQFOXVLRQ�DV�WR�ZKLFK�LV�PRUH�VLJQLILFDQW�

$�PRUH� FRPSHOOLQJ� GLIILFXOW\�ZLWK� SULRULW\� WR� UHWXUQV� LV� WKDW� LW� PD\

GLVWRUW� WKH�GHEHQWXUH�KROGHU¶V�SUHIHUHQFHV�ZKHQ� LW�FRPHV� WR�GHFLGLQJ

ZKHWKHU�RU�QRW�WR�FRQWLQXH��,W�LV�OLNHO\�WR�JLYH�LW�DQ�LQFHQWLYH�WR�EHKDYH

LQ�D�VRPHZKDW�ULVN�DYHUVH�IDVKLRQ��DV�UHJDUGV�WKH�GHFLVLRQ�ZKHWKHU�WKH

ILUP�LV�ZRUWK�PRUH�DV�D�JRLQJ�FRQFHUQ�RU�DV�D�FROOHFWLRQ�RI�DVVHWV��DQG

DV� UHVSHFWV� WKH� LQIOXHQFH� ZKLFK� WKH\� H[HUW� RYHU� PDQDJHPHQW� LQ

RQJRLQJ�GHFLVLRQ�PDNLQJ� �%HQYHQLVWH��������$JKLRQ�HW�DO�� �������$

QXPHULFDO� H[DPSOH�PD\�KHOS� WR� LOOXVWUDWH� WKH� LVVXH��$VVXPH� WKDW� WKH

ILUP� LV� ZRUWK� �������� IRU� FHUWDLQ� LI� VROG� RQ� D� EUHDN�XS� EDVLV�� DQG

HLWKHU� ��������RU� �������� �ZLWK� HTXDO� SUREDELOLW\�� LI� LW� FRQWLQXHV� WR

WUDGH��,W�LV�HIILFLHQW�IRU�WKH�EXVLQHVV�WR�FRQWLQXH�RSHUDWLQJ��EHFDXVH�LWV

H[SHFWHG�YDOXH�DV�VXFK� LV�JUHDWHU� �L�H������������$VVXPH�IXUWKHU� WKDW

WKH�EDQN�LV�RZHG����������ZKLFK�UDQNV�VHQLRU�WR�RWKHU�GHEW��)URP�WKH

SRLQW� RI� YLHZ�RI� WKH� EDQN� LI� DVNHG� WR�ZDLYH� D� GHIDXOW�� RU� D� UHFHLYHU

�DFWLQJ� LQ� D� EDQN¶V� LQWHUHVWV�� DVNHG� WR� GHFLGH� ZKHWKHU� RU� QRW� WR

FRQWLQXH� WUDGLQJ�� WKH� ILJXUHV� VXJJHVW� WKDW� WKHLU� LQFHQWLYHV� ZLOO� EH

VNHZHG� LQ� IDYRXU� RI� FORVXUH� DQG� VDOH� RQ� D� EUHDN�XS� EDVLV�� &RQVLGHU

WKDW� RQ� WKLV� DSSURDFK�� WKH�EDQN¶V� H[SHFWHG� UHWXUQ� LV� �������� ZLWK

FHUWDLQW\��ZKHUHDV� LI� WKH� ILUP� FRQWLQXHV� LQ� EXVLQHVV�� WKH� EDQN� KDV� D

����FKDQFH�RI�ORVLQJ���������EXW�FDQQRW�EH�SDLG�PRUH�WKDQ��������

XQGHU�DQ\�FLUFXPVWDQFHV�



��

2I� FRXUVH�� ZKHUH� WKH� GHEHQWXUH�KROGHU� LV� µXQGHU�VHFXUHG¶²L�H�� LWV

VHFXULW\� GRHV� QRW� FRYHU� WKH� GHEW� RXWVWDQGLQJ²LW� ZLOO� LQGHHG� EH� WKH

UHVLGXDO� FODLPDQW�� DQG� WKLV� LQHIILFLHQF\� ZLOO� QRW� EH� PDQLIHVW�� 7KH

H[WHQW�WR�ZKLFK�WKLV�ZLOO�EH�WKH�FDVH�GHSHQGV�QRW�RQO\�RQ�KRZ�PXFK

FUHGLW�WKH�GHEHQWXUH�KROGHU�KDV�H[WHQGHG��EXW�DOVR�RQ�WKH�H[WHQW�RI�DQ\

SULRU�FODLPV�WR�ZKLFK�LW�ZLOO�EH�VXERUGLQDWHG��7KH�GHEHQWXUH�KROGHU¶V

ULJKWV�PD\�EH�VXEMHFW�WR�D�YDULHW\�RI�VXFK�SULRU�FODLPV��)L[HG�FKDUJHV

ZLOO� EH� WUXPSHG� E\� WLWOH� UHWDLQHUV� DQG� OHDVH� ILQDQFLHUV�
��
� DQG� WKH

IORDWLQJ� FKDUJH� LV� DOVR� VXERUGLQDWH� WR� WKH� FODLPV� RI� SUHIHUHQWLDO

FUHGLWRUV�� +RZHYHU�� VXFK� SULRU� FODLPV� KDYH� D� FRXQWHUYDLOLQJ

GUDZEDFN��LQ�WKDW�WKH\�OLPLW�WKH�UHFHLYHU¶V�DELOLW\�WR�FRQWURO�WKH�DVVHWV�

7KH\� PD\� WKHUHIRUH� XQGHUPLQH� WKH� EHQHILWV� RI� FRQWURO� E\� UH�

LQWURGXFLQJ� WKH� QHFHVVLW\� IRU� PXOWL�SDUW\� QHJRWLDWLRQV�� DQG� WKH

SRVVLELOLW\� RI� KROG�XS� FRVWV�� 7KH� H[WHQW� WR� ZKLFK� WKHVH� LVVXHV� DUH

VLJQLILFDQW�LV��KRZHYHU��DQ�HPSLULFDO�TXHVWLRQ�

���5HFHLYHUVKLS�LQ�3UDFWLFH

:H� FRQGXFWHG� WZHQW\�VL[� RSHQ�HQGHG� LQWHUYLHZV� ZLWK� DFFRXQWDQWV�

EDQNHUV� DQG� ODZ\HUV� ZKR� DUH� UHJXODUO\� LQYROYHG� LQ� UHFHLYHUVKLSV�
��

$OWKRXJK� WKHVH� SURYLGHG� D� ULFK� VRXUFH� RI� TXDOLWDWLYH� LQVLJKWV�� WKH

VPDOO�VL]H�RI� WKH�VDPSOH�DQG� LWV�QRQ�UDQGRP�VHOHFWLRQ�PHDQ� WKDW� WKH

GDWD�PD\�SUHVHQW�DQ�LQFRPSOHWH�RU�HYHQ�PLVOHDGLQJ�SLFWXUH��:KLOVW�ZH

KDYH� WULHG�ZKHUHYHU�SRVVLEOH� WR� VXSSRUW� WKH� GDWD� E\� UHIHUHQFH� WR� WKH

ILQGLQJV� RI� RWKHU� HPSLULFDO� VWXGLHV��ZH� VKRXOG� EH� FOHDU� DW� WKH� RXWVHW

WKDW�WKHVH�IDFWRUV�PHDQ�WKDW�RXU�GDWD�FDQQRW�EH�VHHQ�DV�D�JHQXLQH�µWHVW¶

RI� RXU� WKHRU\�� 5DWKHU�� WKH\� SURYLGH� LQVLJKWV� LQWR� WKH�SURFHVVHV� E\

ZKLFK�GHFLVLRQV�DUH�PDGH��DQG�DV�VXFK�ZHUH�SULQFLSDOO\�RI�DVVLVWDQFH

WR�XV�LQ�HQULFKLQJ�WKH�FRQWHQW�RI�RXU�K\SRWKHVHV�

$�IHZ�RSHQLQJ�REVHUYDWLRQV�DERXW�WKH�FRQWH[W�LQ�ZKLFK�DGPLQLVWUDWLYH

UHFHLYHUVKLS�RFFXUV�DUH�ZDUUDQWHG��,QWHUYLHZHHV�WROG�XV�WKDW�LQ�WKH�YDVW

PDMRULW\�RI�FDVHV��DQ�DGPLQLVWUDWLYH�UHFHLYHU�ZRXOG�EH�DSSRLQWHG�E\�D

EDQN�ZKLFK�ZDV�WKH�GHEWRU�ILUP¶V�SULQFLSDO� OHQGHU��7KLV� LV�VXSSRUWHG

E\� VWDWLVWLFV� VKRZLQJ� WKDW� DSSRLQWPHQWV� DUH� ODUJHO\� FRQILQHG� WR

FRPSDQLHV�ZKLFK�IDOO�ZLWKLQ�WKH�FDWHJRU\�RI�µVPDOO�DQG�PHGLXP�VL]HG



��

HQWHUSULVHV¶� �60(V��� ZLWK� DQQXDO� WXUQRYHU� RI� OHVV� WKDQ� ��P� �63,�

�����������DQG�WKDW�WKH�PDMRULW\�RI�DSSRLQWPHQWV�DUH�PDGH�E\�EDQNV�
��

�����7KH�GHFLVLRQ�WR�DSSRLQW�DQ�DGPLQLVWUDWLYH�UHFHLYHU

:H�ZHUH�WROG�WKDW�FOHDULQJ�EDQNV�W\SLFDOO\�OHQG�WR�60(V�WKURXJK�ORFDO

EXVLQHVV� UHODWLRQVKLS� PDQDJHUV�� ZKR� DUH� VLWXDWHG� WKURXJKRXW� WKHLU

EUDQFK�QHWZRUN��6RPH�URXWLQH�PRQLWRULQJ�RI�GHEWRUV�LV�FDUULHG�RXW��DQ

LPSRUWDQW�HOHPHQW�EHLQJ�DQ�DQDO\VLV�RI�KRZ�WKH�EDQN�DFFRXQW�LV�XVHG

�,QWHUYLHZV���������������������������
��
�7KH�UHVXOWV�DUH�µVFRUHG¶�WR�SODFH

WKH� GHEWRU� LQ� D� ULVN� FDWHJRU\� �,QWHUYLHZV� ��� ��� ��� ��� ��� ���� ����
��

%H\RQG�D�FHUWDLQ�SRLQW��WKH�GHEWRU¶V�ILOH�PD\�EH�WUDQVIHUUHG�IURP�WKH

ORFDO�EUDQFK�WR�D�FHQWUDO� µLQWHQVLYH�FDUH¶�GLYLVLRQ�RI� WKH�EDQN��ZKHUH

VSHFLDOLVW�VWDII�ZLOO�WDNH�RYHU��$V�RQH�EDQNHU�SXW�LW�

µ>7@KH� ZKROH� LGHD� LV� WKDW� «� WKHUH¶V� D� VWDJH� LQ� WKH� SURFHVV� «

ZKHUH�WKH�REMHFWLYH�RI�WKH�H[HUFLVH�SULPDULO\�LV�WR�WXUQ�LW�DURXQG�¶

�,QWHUYLHZ�����

:H�ZHUH�WROG�WKDW�WKH�EDQN¶V�VFUXWLQ\�RI�WKH�GHEWRU¶V�ILQDQFHV�ZRXOG

WKHQ�EHFRPH�PXFK�PRUH�LQWHQVLYH��,QWHUYLHZV����������6XEMHFWV�VWDWHG

WKDW� LI� WKH� FRPSDQ\� FRQWLQXHV� WR� VLQN�� WKH� EDQN� PD\� UHTXLUH� WKH

DSSRLQWPHQW�RI�DQ�DFFRXQWDQW�WR�FRQGXFW�DQ�LQYHVWLJDWLRQ�RI�WKH�ILUP¶V

EXVLQHVV�� NQRZQ� DV� DQ� ,QGHSHQGHQW� %XVLQHVV� 5HYLHZ� �µ,%5¶�

�,QWHUYLHZV�������������������
��
�:H�ZRXOG�VXJJHVW� WKDW� WKHVH�YDULRXV

VWDJHV�RI� µHVFDODWLRQ¶� FDQ�EH� VHHQ� DV� WKH� UHVSRQVH�E\� D� FRQFHQWUDWHG

FUHGLWRU�WR�YDULRXV�µWULJJHUV¶��DV�ZH�GLVFXVVHG�LQ�WKH�SUHYLRXV�VHFWLRQ�

7KH� DFFRXQWDQW� FRQGXFWLQJ� WKH� ,%5� ZLOO� DWWHPSW� WR� GHWHUPLQH� WKH

SURJQRVLV�IRU� WKH�GHEWRU¶V�EXVLQHVV��DQG�ZLOO�PDNH�UHFRPPHQGDWLRQV

WR� ERWK� GHEWRU� DQG� EDQN�� 7KHVH� ZLOO� IDOO� VRPHZKHUH� RQ� D� VSHFWUXP

EHWZHHQ� µQR� DFWLRQ¶� DQG� IRUPDO� LQVROYHQF\� SURFHHGLQJV��7KRVH�ZKR

UHJXODUO\�FRQGXFW�,%5V�HPSKDVLVH�WKDW�WKH�V\VWHP�LGHDOO\�SURFHHGV�RQ

D� FR�RSHUDWLYH� EDVLV�� DQG� ZLWKRXW� SUHFRQFHSWLRQV� RQ� WKH� SDUW� RI� WKH

UHYLHZHU��$FFRUGLQJ�WR�RQH�



��

µ«�UHDOO\�� RQH� RI� WKH� PDLQ� WDVNV� RI� WKH� LQYHVWLJDWLQJ

DFFRXQWDQW� LV� WR� EXLOG� D� EULGJH� EHWZHHQ� WKH� EDQN� DQG� WKH

FRPSDQ\¶V� PDQDJHPHQW�� WR� JHW� HYHU\ERG\� WKLQNLQJ� LQ� WKH

VDPH� ZD\�� WRZDUGV� WKH� ORJLFDO� FRQFOXVLRQ� LQ� WKH

FLUFXPVWDQFHV�� ZKLFK� PD\� RU� PD\� QRW� EH� UHFHLYHUVKLS�¶

�,QWHUYLHZ����

,Q� WKH� FRQWH[W�RI�RXU� WKHRU\�� DQ� ,%5�FDQ�EH� VHHQ� DV� DQ� LQIRUPDWLRQ�

JDWKHULQJ� H[HUFLVH� LQLWLDWHG� E\� WKH� FRQFHQWUDWHG� FUHGLWRU�� EXW

JHQHUDWLQJ� EHQHILWV� IRU� RWKHU� FUHGLWRUV� LQ� WHUPV� RI� LPSURYHG� TXDOLW\

GHFLVLRQ�PDNLQJ�

8QVXUSULVLQJO\��LQWHUYLHZHHV�HPSKDVLVHG�WKDW�EDQNV¶�GHFLVLRQ�PDNLQJ

LV� GULYHQ� E\� WKHLU� RZQ� ILQDQFLDO� LQWHUHVWV�� 7KH� EDQN¶V� FDSLWDO

LQYHVWPHQW� DSSHDUV� WR� EH� WUHDWHG� DV� D� VXQN� FRVW�� ZLWK� WKH� FUXFLDO

TXHVWLRQ�EHLQJ�ZKHWKHU�D�WXUQDURXQG�ZLOO�DFKLHYH�D�JUHDWHU�UHWXUQ�WKDQ

DQ�H[LW� VWUDWHJ\�� ,I� WKH�EXVLQHVV� LV� IRXQG� WR�EH�ZRUWK� OHVV� DV� D�JRLQJ

FRQFHUQ� WKDQ� DV� D� FROOHFWLRQ� RI� DVVHWV� �L�H�� HFRQRPLFDOO\� GLVWUHVVHG��

WKH�EDQN�ZLOO�SXW�LW�LQWR�LQVROYHQF\�DQG�UHDOLVH�WKH�DVVHWV�RQ�D�EUHDN�XS

EDVLV�� +RZHYHU�� LI� WKH� EXVLQHVV� DSSHDUV� WR� EH� YLDEOH� WKHQ� WKH� EDQN

IDFHV� D� IXQGDPHQWDO� FKRLFH� EHWZHHQ� FRQWLQXLQJ� WKH� OHQGLQJ

UHODWLRQVKLS�� RU� VHHNLQJ� DQ� H[LW� VWUDWHJ\�� ,I� WKH� EDQN� FRQWLQXHV� WR

VXSSRUW� WKH� ILUP��RWKHU�FUHGLWRUV�ZLOO� FRQWLQXH� WR�EH�SDLG�� DQG� VR� WKH

ILUP� ZLOO� RQO\� HQWHU� LQVROYHQF\� SURFHHGLQJV� LI� WKH� EDQN� GHFLGHV� WR

HQIRUFH�� ,I� WKH� EDQN� GRHV� QRW� HQIRUFH�� LW� ZLOO� FRPPRQO\� UHTXLUH

FKDQJHV�WR�EH�PDGH�E\�WKH�GHEWRU��+RZHYHU��WKH�EDQN�ZLOO�EH�PLQGIXO

RI� WKH� SRWHQWLDO� IRU� OLDELOLW\� DV� D� VKDGRZ� GLUHFWRU� LI� LW� EHFRPHV� WRR

LQYROYHG� LQ�GLUHFWLQJ� WKH�FRPSDQ\¶V�DIIDLUV�
��
�7KXV�D� W\SLFDO� VWUDWHJ\

ZLOO�EH� WR� µVWHHU¶� WKH�FRPSDQ\� WRZDUGV�SURIHVVLRQDOV�ZKRP�WKH�EDQN

WUXVWV�DQG�DUH�DEOH�WR�RUFKHVWUDWH�D�WXUQDURXQG��,QWHUYLHZV������������

����6HH�DOVR�%HOFKHU���������������63,������������

µ7KHUH¶V� DQ� LQFUHDVLQJ� WHQGHQF\� WKHVH� GD\V� WRZDUGV

PDQDJHPHQW�W\SH� ZRUNRXWV�� ZKLFK� PXVW� LQ� WKH� RYHUDOO

FRPPHUFLDO�VLWXDWLRQ�EH�WKH�EHVW�ZD\��LI�LW¶V�DW�DOO�SRVVLEOH¶

�,QWHUYLHZ����



��

$FFRXQWDQWV�ZH�LQWHUYLHZHG�VWDWHG�WKDW�WKH\�ZHUH�LQFUHDVLQJO\�GRLQJ

DGYLVRU\� RU� HYHQ� µKDQGV� RQ¶� WXUQDURXQG� ZRUN� IRU� ILUPV� ZKLFK� KDG

EHHQ� WKH� VXEMHFW� RI� DQ� ,%5�
��
� 7KLV� RSWLRQ� PD\� DOVR� LQYROYH� D

UHVFKHGXOLQJ�RI�WKH�EDQN�GHEW��,QWHUYLHZHHV�VXJJHVWHG�WKDW�EDQNV�ZHUH

JHQHUDOO\� XQZLOOLQJ� WR� µIRUJLYH¶� GHEW� RXWULJKW�� EXW� WKDW� UHSD\PHQWV

FRXOG� EH� GHIHUUHG� XQGHU� VXFK� FLUFXPVWDQFHV� �,QWHUYLHZV� ���� ����

:KHUH�LQWHUHVW�KROLGD\V�DUH�JUDQWHG�� WKLV�ZRXOG� LQ� LWVHOI�DPRXQW� WR�D

GRZQZDUG� UHQHJRWLDWLRQ� RI� WKH� GHEW�� EHFDXVH� RI� WKH� WLPH� YDOXH� RI

PRQH\��0DQDJHPHQW�ZLOO�KDYH� OLWWOH�FKRLFH�EXW� WR�DFFHSW� WXUQDURXQG

VWUDWHJLHV�LQLWLDWHG�E\�WKH�EDQN��DV�VKRXOG�EDQN�VXSSRUW�EH�ZLWKGUDZQ

DW�WKLV�VWDJH��WKH�FRPSDQ\�ZLOO�EH�LQVROYHQW�LQ�WKH�µFDVK�IORZ¶�VHQVH�

+RZHYHU�� SURYLGHG� WKH� EDQN� FRQWLQXHV� WR� VXSSRUW� WKH� ILUP�� RXU

LQWHUYLHZHHV�IHOW�WKDW�LW�ZDV�XQOLNHO\�PDQDJHUV�ZRXOG�IDFH�OLDELOLW\�IRU

ZURQJIXO�WUDGLQJ�

&RQWLQXLQJ� D� OHQGLQJ� UHODWLRQVKLS�ZLWK� D� WURXEOHG� FRPSDQ\�ZKHUH� D

VXFFHVVIXO� WXUQDURXQG� FDQ� EH� DFKLHYHG� ZLOO� UHVXOW� LQ� IXWXUH� OHQGLQJ

EXVLQHVV�� )XUWKHUPRUH�� ZH� ZHUH� WROG� WKDW� EDQNV� LQFUHDVLQJO\

GLIIHUHQWLDWH�WKH�ULVNLQHVV�RI�WKHLU�ERUURZHUV��DQG�FKDUJH�DFFRUGLQJO\�

2QH�DFFRXQWDQW�ZH�VSRNH�WR�VDLG�

µ>1@RZ� >WKH� EDQNV@� DUH� DEOH� WR� VHJPHQW� ZKR� WKHLU� SUREOHP

FXVWRPHUV�DUH�� DQG�SULFH�DFFRUGLQJO\��$QG� UHODWLYHO\� VSHDNLQJ²

RU� HFRQRPLFDOO\� VSHDNLQJ²LW¶V� TXLWH� MXVWLILHG�«� WKH� FXVWRPHUV

ZKR�GHPDQG�FDUH�DUH�SD\LQJ� IRU� LW� DQG� WKH� ULVN�UHZDUG� UDWLR� IRU

WKH�EDQN�LV�PRUH�DFFHSWDEOH�¶��,QWHUYLHZ�����

+HQFH�µWURXEOHG¶�FRPSDQLHV�FDQ�H[SHFW�WR�SD\�D�VLJQLILFDQW�SUHPLXP

IRU� WKH� FRQWLQXDWLRQ� RI� WKHLU� OHQGLQJ� UHODWLRQVKLS�� LQ� WXUQ� PDNLQJ

FRQWLQXDWLRQ�D�PRUH�YLDEOH�RSWLRQ�IRU� WKH�EDQN��+RZHYHU�� LI� WKH�,%5

VXJJHVWV� WKDW� WKH� LQFXPEHQW� PDQDJHPHQW�DUH� LQFDSDEOH� RI� PDNLQJ

QHFHVVDU\� FKDQJHV�� WKHLU� WXUQRYHU� PXVW� EH� HQJLQHHUHG�� ,Q� RZQHU�

PDQDJHG� EXVLQHVVHV�� WKLV� ZLOO� QHFHVVLWDWH� D� VDOH� RI� WKH� EXVLQHVV� LQ

VRPH�IRUP�RU�RWKHU��,QWHUYLHZV�������������



��

,I�WKH�EDQN�GHFLGHV�WR�H[LW��LW�PXVW�DOVR�GHFLGH�ZKLFK�VWUDWHJ\�WR�XVH�

5HFHLYHUVKLS� LV� RQH� SRVVLEOH� WHFKQLTXH�� ZKLFK� PXVW� EH� ZHLJKHG

DJDLQVW� DOWHUQDWLYHV� VXFK�DV� WKH� LQWURGXFWLRQ�RI� DOWHUQDWLYH� ILQDQFH�� D

VROYHQW�VDOH�RI�WKH�EXVLQHVV��RU�RWKHU� LQVROYHQF\�SURFHHGLQJV�VXFK�DV

DGPLQLVWUDWLRQ�RU�D�&9$��$V�EHWZHHQ� WKHVH�� LQWHUYLHZHHV� VWDWHG� WKDW

EDQNV�JHQHUDOO\�SUHIHUUHG� WR� DYRLG� LQVROYHQF\�SURFHHGLQJV�ZKHUHYHU

SRVVLEOH� �,QWHUYLHZV� ��� ���� ����� VLQFH� WKH� LQLWLDWLRQ� RI� IRUPDO

LQVROYHQF\� SURFHHGLQJV� SHU� VH� JHQHUDWHV� FRVWV� �HJ� ,QWHUYLHZ� ����

7KHVH�ZLOO�LQFUHDVH�ZLWK�WKH�GHEWRU¶V�VL]H��PDNLQJ�IRUPDO�LQVROYHQF\

PRUH� XQDWWUDFWLYH� IRU� ODUJHU� GHEWRUV�� DQG� DOVR� YDU\�ZLWK� WKH� W\SH� RI

EXVLQHVV� FRQFHUQHG� �,QWHUYLHZV� ���� ����� )LUVW�� WKH� YDOXH� REWDLQDEOH

WKURXJK�DQ\�VDOH�RI�WKH�GHEWRU¶V�EXVLQHVV�ZRXOG�KDYH�WR�EH�GLVFRXQWHG

WR�UHIOHFW�WKH�IDFW�WKDW�LW�ZDV�D�GLVWUHVVHG�VDOH��ZLWKRXW�GXH�GLOLJHQFH�RU

WKH� EHQHILW� RI� DQ\� YHQGRU¶V� ZDUUDQWLHV� �,QWHUYLHZ� ����� 6HFRQG�� WKH

GHEWRU¶V� JRRGZLOO�ZRXOG� VXIIHU� WKURXJK� DGYHUVH� SXEOLFLW\� DVVRFLDWHG

ZLWK� WKH� FRPPHQFHPHQW� RI� LQVROYHQF\� SURFHHGLQJV�� 6XSSOLHUV� DQG

FXVWRPHUV� PD\� EH� XQZLOOLQJ� WR� FRQWLQXH� WR� WUDGH� ZLWK� D� ILUP� LQ

UHFHLYHUVKLS��IRU�H[DPSOH��:H�ZHUH�WROG�WKDW�WKH�LPSDFW�RI�WKLV�IDFWRU

GHSHQGV� RQ� WKH� W\SH� RI� EXVLQHVV�� EHLQJ� PRVW� VLJQLILFDQW� IRU� ILUPV

RIIHULQJ� ORQJ�WHUP� FRQWUDFWV� DQG� VHUYLFHV�� DQG� OHVV� SURQRXQFHG� IRU

PDQXIDFWXULQJ� ILUPV� �,QWHUYLHZV� ���� ����� 7KLUG�� LQWHUYLHZHHV� VWDWHG

WKDW�ERRN�GHEW�YDOXHV�ZRXOG�KDYH�WR�EH�GLVFRXQWHG�WR�UHIOHFW�WKH�IDFW

WKDW�PDQ\� FRPSDQ\� FUHGLWRUV�ZRXOG� GLVSXWH� WKHLU� GHEWV� RQ� WKH� EDVLV

WKDW� WKH� ILUP�ZDV� LQVROYHQW� �,QWHUYLHZV���������� ,Q� LQWHUYLHZ����� WKH

VXEMHFW�VDLG�

µ:HOO�\RX�KDYH�D�OHGJHU�DQG�LW�DOO�ORRNV�JRRG��DQG�WKHQ�\RX�VD\�WR

-RH� %ORJJV�� µFRPH� DQG� SD\� PH�¶� DQG� WKH\� VD\²� µWKHUH� LV� WKLV

ZURQJ��WKDW�ZURQJ�DQG�WKH�RWKHU�ZURQJ²VR�WKHUH�LV�QR�ZD\�,�DP

JRLQJ�WR�SD\�\RX�¶�²DQG�VXGGHQO\�DOO�\RXU�VHFXULW\�LV�HYDSRUDWHG�

6R�LW�LV�D�KLJK�ULVN�VWUDWHJ\�IRU�D�EDQN�WR�HQIRUFH�RQ�LWV�VHFXULW\�¶

,QWHUYLHZHH���SXW�WKH�SRVLWLRQ�PRUH�VXFFLQFWO\�

µ:KDW� VWDUWHG� RXW� DV� ��P� ERRN� GHEWV� EHFRPHV� ��P� RI

GLVSXWHV�DQG�DJJUDYDWLRQ�¶



��

)RXUWK��ZH�ZHUH� WROG� WKDW�DIWHU� UHFHLYLQJ�D�YHU\�EDG�SUHVV�GXULQJ� WKH

HDUO\���V�UHFHVVLRQ�
��
�EDQNV�QRZ�ZLVK�WR�µGHVFHQG¶�WKH�µOHDJXH�WDEOHV¶

RI� DSSRLQWPHQWV� E\� LQVWLWXWLRQ� �,QWHUYLHZ� ����� 7KH� DGYHUVH� SXEOLFLW\

DVVRFLDWHG�ZLWK� DSSRLQWPHQWV�PD\�� LW� LV� IHDUHG�� OHDG� WR� OHVV� EXVLQHVV

EHLQJ�GLUHFWHG�WR�WKDW�EDQN�LQ�WKH�IXWXUH��DQG�RXU�LQWHUYLHZHHV�GLG�QRW

H[SODLQ�KRZ�WKLV�FRXOG�EH�TXDQWLILHG��DOWKRXJK�RXU�VRXUFH�LQ�WKLV�FDVH

ZDV� VFHSWLFDO� RI� LWV� VLJQLILFDQFH� �,QWHUYLHZ� ����
��
� 1RQHWKHOHVV�� LW� LV

QRWLFHDEOH� WKDW� WKH� QXPEHU� RI� UHFHLYHUVKLSV�� DV� D� SHUFHQWDJH� RI� DOO

IRUPDO� LQVROYHQFLHV� KDV� IDOOHQ� GUDPDWLFDOO\� IURP� ���� LQ� ����� WR

������LQ�������'7,��������

,Q� GLVFXVVLQJ� WKH� FKRLFH� EHWZHHQ� UHFHLYHUVKLS� DQG� RWKHU� SURFHGXUHV�

LQWHUYLHZHHV�IHOW�WKDW�ZKHUH�D�EDQN�KDG�D�IORDWLQJ�FKDUJH��WKH\�ZRXOG

WHQG�WR�UHFRPPHQG�UHFHLYHUVKLS��7KLV�DOORZHG�WKHP�EHVW�WR�SURWHFW�WKH

EDQN¶V� LQWHUHVWV�� DQG� DIIRUGHG� VSHHG� DQG� IOH[LELOLW\�� $GPLQLVWUDWLRQ

ZDV�VHHQ�DV�EHLQJ�H[FHVVLYHO\�FRVWO\��DQG�PRUH�GLIILFXOW�WR�FRPPHQFH

WKDQ�UHFHLYHUVKLS��,QWHUYLHZV����������7KH�&9$�ZDV�VHHQ�DV�KDPSHUHG

E\� WKH� ODFN�RI�D�VWDWXWRU\�PRUDWRULXP��,QWHUYLHZ������+RZHYHU��ERWK

ZHUH�SHUFHLYHG�DV�LQYROYLQJ�OHVV�DGYHUVH�SXEOLFLW\�IRU�WKH�EDQNV�WKDQ�D

UHFHLYHUVKLS�� DQG� WKHUH� ZHUH� VRPH� FLUFXPVWDQFHV� LQ� ZKLFK

DGPLQLVWUDWLRQ�ZDV�FRQVLGHUHG�SUHIHUDEOH��DV�ZKHUH�WKH�EHQHILWV�RI�WKH

VWDWXWRU\�PRUDWRULXP�RXWZHLJKHG�WKH�FRVWV�LQYROYHG��,QWHUYLHZV������

���

2XU�LQWHUYLHZHHV�VXJJHVWHG�WKDW�RI�ILUPV�ZKLFK�DUH�WKH�VXEMHFW�RI�DQ

,%5��RQO\�D�PLQRULW\�HQWHU�IRUPDO�LQVROYHQF\�SURFHHGLQJV��,QWHUYLHZV

��� ��� ���� ����� 7KLV� SLFWXUH� RI� WKH� UDWLR� RI� ,%5V� WR� UHFHLYHUVKLS

DSSRLQWPHQWV� LV� GLIILFXOW� WR� VXEVWDQWLDWH� EHFDXVH� RI� WKH� SDXFLW\� RI

TXDQWLWDWLYH� GDWD�� $OO� SDUWLHV� WR� DQ� ,%5� ZLOO� KDYH� DQ� LQWHUHVW� LQ

PLQLPLVLQJ� SXEOLFLW\�� DQG� QR� SXEOLVKHG� ILJXUHV� DUH� DYDLODEOH� IRU� WKH

QXPEHU� RI�,%5V��$� YHU\� URXJK� LQGLFDWLRQ�PD\� EH� JOHDQHG� IURP� WKH

63,¶V�VXUYH\�GDWD�RQ�WXUQDURXQG�DFWLYLW\��ZKLFK�HVWLPDWHV� WKDW������

����� ILUPV� PD\� KDYH� UHFHLYHG� LQIRUPDO� µLQWHQVLYH� FDUH¶� IURP

,QVROYHQF\� 3UDFWLWLRQHUV� GXULQJ� WKH� SHULRG� �������� �6PLWK�� ������

:KHQ� FRPSDUHG� ZLWK� D� ILJXUH� RI� ����� UHFHLYHUVKLSV� IRU� WKH� VDPH

SHULRG� �63,��������� WKLV� DSSHDUV� WR� UXQ�FRQWUDU\� WR�RXU� LQWHUYLHZHHV¶



��

DVVHUWLRQV�� +RZHYHU�� WKH�63,¶V� WXUQDURXQG� ILJXUHV� DUH� OLNHO\� WR� EH

XQGHU�LQFOXVLYH��VLQFH�PDQ\�RI�WKH�,%5V�DQG�WXUQDURXQG�DFWLYLW\�ZLOO

QRW�EH�FRQGXFWHG�E\�OLFHQVHG�,QVROYHQF\�3UDFWLWLRQHUV��ZKR�IRUP�WKH

63,¶V�VDPSOH�
��

�����'HFLVLRQ�PDNLQJ�LQ�5HFHLYHUVKLS

2XU�LQWHUYLHZHHV�ZKR�DFWHG�DV�UHFHLYHUV�VWDWHG�WKDW�JHQHUDOO\�WKH\�VDZ

WKHLU�UROH�DV�EHLQJ�WR�PD[LPLVH�UHFRYHULHV�IRU�WKH�EDQN��,Q�WKLV�UHJDUG�

WKH\�DGPLWWHG�WR�UHJXODU�FRPPXQLFDWLRQ�EHWZHHQ�WKHPVHOYHV�DQG�EDQN

RIILFHUV�� ZLWK� WKH� ODWWHUV¶� DSSURYDO� EHLQJ� VRXJKW� IRU� VLJQLILFDQW

GHFLVLRQV�� VXFK� DV� ZKHWKHU� RU� QRW� WR� DWWHPSW� D� VDOH�� ,W� ZDV

DFNQRZOHGJHG� WKDW� LQWHUYHQWLRQ� E\� D� EDQN� LQ� WKH� GHFLVLRQ�PDNLQJ

SURFHVV� PLJKW� DWWUDFW� OLDELOLW\� IRU� WKRVH� GHFLVLRQV�
��
� DQG� KHQFH� WKH

SURFHVV�ZDV�VWUXFWXUHG�VR�WKDW�GHFLVLRQV�ZHUH�LQLWLDWHG�E\�WKH�UHFHLYHU�

EXW�FRQILUPHG�E\�WKH�EDQN��$V�,QWHUYLHZHH����SXW�LW�

µ,�GRQ¶W�WKLQN�WKHUH¶V�DQ\WKLQJ�ZURQJ�LQ�WKH�UHFHLYHU�OLDVLQJ�ZLWK

WKH�EDQN�DQG�VD\LQJ��³/RRN��WKLV�LV�ZKDW�,¶P�JRLQJ�WR�GR��DUH�\RX

FRQWHQW�ZLWK� WKLV"´�7KDW¶V� D� ORQJ�ZD\� IURP� WKH� EDQN� VD\LQJ�� ³,

ZDQW�\RX�WR�JR�DQG�GR�WKLV��WKDW�DQG�WKH�RWKHU�´�2QFH�D�EDQN�GRHV

WKDW��WKHQ�LW¶V�SXWWLQJ�LWVHOI�DW�ULVN�¶

$� FUXFLDO� GHFLVLRQ� LQ� UHFHLYHUVKLS� LV� ZKHWKHU� RU� QRW� WR� FRQWLQXH

WUDGLQJ�
��
� 6XEMHFWV� VWDWHG� WKDW� WKH\�ZRXOG� EDVH� WKHLU� VWUDWHJ\� RQ� WKH

ILQGLQJV� RI� WKH� ,%5�� DQG� FRQWLQXH� WUDGLQJ� ZKHUH� WKH\� IHOW� D� JRLQJ

FRQFHUQ� VDOH� ZDV� DFKLHYDEOH� �,QWHUYLHZV� ���� ����� ,QWHUHVWLQJO\�� D

QXPEHU�RI�VXEMHFWV�LQGLFDWHG�WKDW�WKH�XQFHUWDLQW\�DVVRFLDWHG�ZLWK�WKLV

TXHVWLRQ� OHG� WKHP� WR� EHJLQ� ZLWK� D� SUHVXPSWLRQ� WKDW� WKH\� ZRXOG

FRQWLQXH�WUDGLQJ�DQG�VHOO�DV�D�JRLQJ�FRQFHUQ��DOWKRXJK�,QWHUYLHZHH���

GHQLHG�WKDW�KH�RSHUDWHG�XQGHU�DQ\�VXFK�SUHVXPSWLRQ���$V�,QWHUYLHZHH

���SXW�LW�

µ><RX@� QHYHU� ZHQW� LQWR� D� UHFHLYHUVKLS� UHDOO\� ZLWKRXW� D� SUH�

VXSSRVLWLRQ� WKDW�\RX�ZRXOG� WU\�DQG�VHOO� LW��«�>$@Q\WKLQJ�RI�DQ\

VL]H��\RX�ZHQW� LQ�RQ� WKH�DVVXPSWLRQ� WKDW� WKH� MRE�ZDV� WR� VHOO� WKH



��

EXVLQHVV�� NHHS� WKH� EXVLQHVV� JRLQJ� DQG� VHOO� LW�«� >7@KH� SHUVRQ� ,

ZRUNHG�IRU²ORQJ�UHWLUHG�QRZ²ZKHQ�,�ILUVW�VWDUWHG�ZRUN��VDLG�WR

PH�³:H�DOZD\V�JLYH�WKHP�D�ZKLUO´�¶

63,� GDWD� VKRZ� WKDW� DURXQG� KDOI� RI� DOO� UHFHLYHUVKLSV� UHVXOW� LQ� D

SUHVHUYDWLRQ�RI�WKH�EXVLQHVV�HLWKHU�LQ�ZKROH�RU�LQ�SDUW��,Q����������WKH

ILJXUH�ZDV������ULVLQJ�WR�����RYHU����������63,���������������

:H�QRWHG�WKDW�D�SRWHQWLDO�GUDZEDFN�ZLWK�RXU�WKHRU\�ZDV�WKDW�SULRULW\

WR� UHWXUQV�PD\� JLYH� EDQNV� SHUYHUVH� LQFHQWLYHV� LQ� PDNLQJ� GHFLVLRQV

DERXW�WKH�ILUP¶V�IXWXUH��+RZHYHU��RXU�LQWHUYLHZ�GDWD�VXJJHVW�WKDW�WKLV

LV� UDUHO\� OLNHO\� WR�EH� D� VLJQLILFDQW�SUREOHP��)LUVW��ZH�ZHUH� WROG�E\� D

QXPEHU� RI� LQWHUYLHZHHV²DOWKRXJK� QRW� DOO� IHOW� WKDW� WKHLU� H[SHULHQFH

UHYHDOHG�D�GLVFHUQLEOH�SDWWHUQ²WKDW� LQ� WKHLU�H[SHULHQFH�EDQNV� WHQGHG

QRW� WR� UHFRYHU� LQ� IXOO� DIWHU� D� UHFHLYHUVKLS�� 7KLV� LV� VXSSRUWHG� E\� WKH

63,¶V�VXUYH\�GDWD�VXJJHVWLQJ�WKDW�VHFXUHG�FUHGLWRUV�UHFHLYH�DQ�DYHUDJH

UHWXUQ�RI�����RI�WKH�IDFH�YDOXH�RI�WKHLU�GHEW��DFURVV�DOO�LQVROYHQFLHV��

DQG� WKDW� RQO\� ���� RI� VHFXUHG� FUHGLWRUV� UHFRYHU� LQ� IXOO� �63,�� ������

6HFRQG�� LQWHUYLHZHHV� HPSKDVLVHG� µVRIW¶� IDFWRUV�� ZKLFK� LQ� WKHLU

H[SHULHQFH� PDGH� EDQNV� XQZLOOLQJ� WR� FORVH� PDUJLQDO� EXVLQHVVHV�� ,Q

SDUWLFXODU�� WKH\� DGYHUWHG� WR� SRVVLEOH� LQGLUHFW� FRVWV� IRU� WKH� EDQN

DVVRFLDWHG� ZLWK� FORVXUH�� 7KH� ILUP¶V� FXVWRPHUV�� VXSSOLHUV� DQG

HPSOR\HHV� ZRXOG� EH� OLNHO\� WR� EH� DGYHUVHO\� DIIHFWHG� E\� LWV� FORVXUH�

6RPH�RU�DOO�RI�WKHVH�SDUWLHV�PD\�DOVR�EH�FXVWRPHUV�RI�WKH�DSSRLQWLQJ

EDQN��DQG�KHQFH�LWV�EXVLQHVV�PD\�EH�LQGLUHFWO\�KDUPHG��,QWHUYLHZV����

��������

7KLUG��EDQNV�RIWHQ�ILQG�WKDW�WKHLU�µSULRULW\¶�LV�VXERUGLQDWH�WR�D�QXPEHU

RI�RWKHU�SURSULHWDU\�ULJKWV��:KHUH�FUHGLWRUV�KDYH�WDNHQ�IL[HG�FKDUJHV�

PDGH� XVH� RI� ILQDQFH� OHDVLQJ� RU� KLUH�SXUFKDVH� VWUXFWXUHV�� RU� VXSSOLHG

JRRGV�VXEMHFW�WR�UHWHQWLRQ�RI�WLWOH��WKH\�KDYH�FODLPV�WR�VSHFLILF�DVVHWV

ZKLFK�LQ�ODZ�UDQN�DKHDG�RI�D�IORDWLQJ�FKDUJH�
��
�:H�QRWHG�HDUOLHU�WKDW

ZKLOVW�WKLV�IDFWRU�PLJKW� WHQG�WR�DPHOLRUDWH�WKH�EDQN¶V�LQFHQWLYHV�DV�D

GHFLVLRQ�PDNHU�� LW� PLJKW� QHYHUWKHOHVV� LQWURGXFH� GHFLVLRQ�PDNLQJ

FRVWV��2XU� LQWHUYLHZHHV� WROG�XV� WKDW�ZKLOVW� WKLV�ZDV� LQGHHG� WKH� FDVH�
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WKH\� KDG� QHYHUWKHOHVV� GHYHORSHG� YDULRXV� VWUDWHJLHV� IRU� UHGXFLQJ� WKH

GLVUXSWLRQ�FDXVHG�E\�VXFK�FODLPDQWV��HJ�,QWHUYLHZV�����������������

$�FRPPRQ�VWUDWDJHP�LQ�UHVSRQVH�WR�WLWOH�UHWHQWLRQ�FODLPV�LV�VLPSO\�WR

GLVSXWH� WKH� FODLP� �,QWHUYLHZ� ����� 'HVSLWH� WKH� IRFXV� RI� UHSRUWHG

GHFLVLRQV� RQ� TXHVWLRQV� SHUWDLQLQJ� WR� µH[WHQGHG¶� WLWOH� UHWHQWLRQ�
��
� ZH

ZHUH� WROG� WKDW� PRVW� VXFK� FODLPV� DUH� UHMHFWHG� E\� UHFHLYHUV� VLPSO\

EHFDXVH�RI�IDLOXUH�WR�LQFRUSRUDWH�WKH�WHUPV�RU�WR�LGHQWLI\�WKH�JRRGV�LQ

TXHVWLRQ�
��
�)XUWKHUPRUH�� WUDGH�FUHGLWRUV�PD\�ZHOO�EH� LQVXUHG��JUHDWO\

IDFLOLWDWLQJ�WKH�UHFHLYHU¶V�WDVN�DV�QHJRWLDWLRQV�QHHG�RQO\�EH�FRQGXFWHG

ZLWK�WKH�LQGHPQLW\�LQVXUHU��,QWHUYLHZ������$QRWKHU�DYHQXH�RSHQ�WR�WKH

UHFHLYHU�LV�WR�QHJRWLDWH�ZLWK�WKH�FUHGLWRU��,Q�PRVW�FDVHV��WKH�ODWWHU�ZLOO

RQO\� EH� FRQFHUQHG� ZLWK� UHFHLYLQJ� SD\PHQW�� DQG� KHQFH� WKLV� ZLOO� EH

HQRXJK� WR� UHOHDVH� WKH� DVVHWV� �,QWHUYLHZ� ����� +RZHYHU�� WKH� EXVLQHVV

ZLOO�RIWHQ�QRW�KDYH�VXIILFLHQW� OLTXLGLW\�IRU� WKH�UHFHLYHU� WR�PDNH�ODUJH

SD\PHQWV� LPPHGLDWHO\�� +H� PD\� DOWHUQDWLYHO\� RIIHU� WKH� FUHGLWRU� D

SHUVRQDO�JXDUDQWHH�RI�SD\PHQW�LQ�UHWXUQ�IRU�WKH�FUHGLWRU¶V�IRUEHDUDQFH�

:KHUH� VXFK�D�JXDUDQWHH�KDV�EHHQ�JLYHQ�� WKHQ� LW� DSSHDUV� WKDW� D� FRXUW

PD\� ORRN� XQIDYRXUDEO\� RQ� DQ� DWWHPSW� WR� UHSRVVHVV� WKH� JRRGV�
��
� $

VLPLODU�GHYHORSPHQW�LV�LQ�WKH�XVH�RI�WKH�HTXLWDEOH�MXULVGLFWLRQ�WR�JUDQW

UHOLHI� DJDLQVW� IRUIHLWXUH� ZKHUH� KLUH�SXUFKDVH� YHQGRUV� RU� ILQDQFH

OHVVRUV�VHHN�WR�UHSRVVHVV�JRRGV��LQ�WKH�IDFH�RI�DQ�RIIHU�E\�WKH�UHFHLYHU

WR�SD\�RXWVWDQGLQJ�LQVWDOPHQWV�
��

���5HIRUPLQJ�5HFHLYHUVKLS"

6R�IDU��ZH�KDYH�VKRZQ�KRZ�UHFHLYHUVKLS�FDQ�RIIHU�SDUWLHV�FRVW�VDYLQJV

RYHU� D� UHJLPH� LQ� ZKLFK� QR� FUHGLWRU� KDV� D� IORDWLQJ� FKDUJH�� ,Q� WKLV

VHFWLRQ��ZH�ZRXOG� OLNH� WR�FRPSDUH� WKH�FXUUHQW� OHJDO� IUDPHZRUN�ZLWK

SRVVLEOH� DOWHUQDWLYHV�� 7KLV� VRUW� RI� HQTXLU\� LV� SDUWLFXODUO\� WRSLFDO� LQ

OLJKW� RI� WKH� FXUUHQW� ,QVROYHQF\� %LOO�
��
� DQG� WKH� ,QVROYHQF\� 6HUYLFH¶V

RQJRLQJ� 5HYLHZ� RI� &RUSRUDWH� 5HVFXH� 0HFKDQLVPV� �,QVROYHQF\

6HUYLFH�� ������� +HQFH� ZH� FRQVLGHU� WKH� LPSDFW� RI� WKH� IROORZLQJ

SRVVLEOH�UHIRUPV���L��D�µGHEWRU�LQ�SRVVHVVLRQ¶�PRUDWRULXP��,QVROYHQF\

6HUYLFH�� ������ ������ ������� DQG� �LL�� PRGLILFDWLRQV� WR� WKH� H[LVWLQJ
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DGPLQLVWUDWLYH�UHFHLYHUVKLS�SURFHGXUH��0LOPDQ�DQG�0RQG�����������

����

�����$�GHEWRU�LQ�SRVVHVVLRQ�UHJLPH

7KH� EDVLV� RI� D� GHEWRU� LQ� SRVVHVVLRQ� �µ',3¶�� SURFHGXUH� LV� WKDW� WKH

GHEWRU� ILUP¶V� H[LVWLQJ� PDQDJHPHQW� FRQWLQXH� WR� UXQ� LW�� ZKLOVW� D

PRUDWRULXP� RI� FUHGLWRUV¶� FODLPV� LV� LPSRVHG� WR� SUHYHQW� WKHP� IURP

SXUVXLQJ� LQGLYLGXDO� HQIRUFHPHQW� �VHH� %DLUG�� ������� 7KH� ,QVROYHQF\

%LOO� ����� ZLOO� LQWURGXFH� VXFK� D� SURFHGXUH� IRU� VPDOO� FRPSDQLHV�
��

EDVHG�RQ�WKH�H[LVWLQJ�&UHGLWRUV¶�9ROXQWDU\�$UUDQJHPHQW�SURYLVLRQV�
��

,W�ZLOO�EH�JHDUHG�WRZDUGV�WKH�UHRUJDQLVDWLRQ�RI�WKH�FDSLWDO�VWUXFWXUH�RI

WKH� GHEWRU� FRPSDQ\��7KH� SURFHVV� ZLOO� EH� LQLWLDWHG� E\� WKH� GHEWRU¶V

PDQDJHPHQW��VXEMHFW�WR�WKH�VFUXWLQ\�RI�D�QRPLQHH��ZKR�PXVW�UHIXVH�WR

VXSSRUW�ILUPV�ZLWK�QR�UHDVRQDEOH�FKDQFH�RI�SHUVXDGLQJ�WKHLU�FUHGLWRUV

WR� DJUHH� WR� DQ� DUUDQJHPHQW�� RU� ZKLFK� ZLOO� EH� XQOLNHO\� WR� KDYH

VXIILFLHQW� IXQGV� DYDLODEOH� WR� FRQWLQXH� LQ� EXVLQHVV� GXULQJ� WKH

PRUDWRULXP�
��
�2QFH�WKH�SURFHGXUH�KDV�EHHQ�FRPPHQFHG��DOO�FUHGLWRUV¶

FODLPV�ZLOO�EH�VWD\HG��DQG�LW�ZLOO�QR�ORQJHU�EH�SRVVLEOH�WR�DSSRLQW�DQ

DGPLQLVWUDWLYH�UHFHLYHU�
��
�7KH�QRPLQHH�PXVW�FDOO�D�FUHGLWRUV¶�PHHWLQJ

ZLWKLQ����GD\V��HLWKHU� WR�GHFLGH�RQ� WKH�DUUDQJHPHQW�RU� WR�H[WHQG� WKH

PRUDWRULXP�IRU�XS�WR�D�IXUWKHU�WZR�PRQWKV�
��

+RZHYHU��WKH�FRQVHQW�RI�WKH�EDQN�ZLOO�EH�QHFHVVDU\�LQ�RUGHU�WR�VHFXUH

IXQGLQJ�IRU�WKH�FRPSDQ\�ZKLOVW�LW�LV�LQ�WKH�PRUDWRULXP�SHULRG��7UDGH

DQG� ,QGXVWU\� 6HOHFW� &RPPLWWHH�� ������0LQXWHV� RI� (YLGHQFH��4V� ���

����� 7KLV� LV� RI� FUXFLDO� LPSRUWDQFH�� EHFDXVH� LW� PHDQV� WKDW� LW� LV� PRVW

XQOLNHO\�WKDW�D�QRPLQHH�ZLOO�EH�DEOH�WR�DJUHH�WR�D�PRUDWRULXP�SURSRVDO

ZLWKRXW�WKH�EDQN¶V�VXSSRUW��7KH�QHZ�SURFHGXUH�ZRXOG�WKHUHIRUH�RIIHU

WKH�GHEHQWXUH�KROGHU�DQ�DGGLWLRQDO�RSWLRQ�LQ�WKHLU�GHFLVLRQ�PDNLQJ�
��

7KH�HQDFWPHQW�RI�WKLV�QHZ�SURFHGXUH�ZRXOG�WKHUHIRUH�PDNH�YHU\�OLWWOH

FKDQJH� WR� WKH� G\QDPLFV� RI� SRZHU� LQ� ILQDQFLDOO\� GLVWUHVVHG� VPDOO

FRPSDQLHV�� 7KDW� VDLG�� LW� RIIHUV� D� FRQFHQWUDWHG� FUHGLWRU� DQ� DGGLWLRQDO

RSWLRQ��ZKLFK�ZH�FRQVLGHU� LV� OLNHO\�WR�HQKDQFH�HIILFLHQF\��DOEHLW� LQ�D

PRGHVW�IDVKLRQ�
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,W� LV�SRVVLEOH�WR�FRQFHLYH�RI�PRUH�UDGLFDO�',3�UHJLPHV��ZKLFK�ZRXOG

DOWHU�WKH�GHFLVLRQ�PDNLQJ�VWUXFWXUH�PRUH�VLJQLILFDQWO\��7KHVH�LGHDV�DUH

ZRUWK� FRQVLGHULQJ� EHFDXVH� HYHQ� DIWHU� WKH� LQWURGXFWLRQ� RI� WKH

,QVROYHQF\�%LOO��GLVFXVVLRQ�RI�UHIRUP�ZLOO�FRQWLQXH�XQGHU�WKH�DHJLV�RI

WKH� ,QVROYHQF\� 6HUYLFH�7UHDVXU\� 5HYLHZ� RI� &RPSDQ\� 5HVFXH

3URFHGXUHV� �,QVROYHQF\�6HUYLFH�� �������7KH� H[WHQW� WR�ZKLFK� D�PRUH

UDGLFDO� UHJLPH�ZRXOG� VKLIW� GHFLVLRQ�PDNLQJ� ULJKWV� DZD\� IURP� EDQNV

ZRXOG� GHSHQG� RQ� DW� OHDVW� WZR� IDFWRUV��7KH� ILUVW� LV� ZKHWKHU� WKH� QHZ

SURFHGXUH� ZRXOG� UHTXLUH� GHEHQWXUH�KROGHUV� WR� JLYH� QRWLFH� RI� WKHLU

LQWHQWLRQ� WR� DSSRLQW� D� UHFHLYHU�� DV� ZDV� IORDWHG� LQ� WKH� ,QVROYHQF\

6HUYLFH¶������FRQVXOWDWLRQ�SDSHU��,QVROYHQF\�6HUYLFH���������DQG�ZDV

SDUW�RI� WKH� µGUDIW� FODXVHV¶� UHSUHVHQWLQJ� WKH�JHQHVLV�RI� WKH� ,QVROYHQF\

%LOO�
��
�$�QRWLFH�SHULRG�UHTXLUHPHQW�ZRXOG�JLYH�WKH�GHEWRU¶V�GLUHFWRUV

WLPH� WR� LQWURGXFH�D�PRUDWRULXP�SURSRVDO�XQLODWHUDOO\�� µWUXPSLQJ¶� WKH

GHEHQWXUH�KROGHU¶V� DELOLW\� WR� DSSRLQW�� 7KDW� VDLG�� D� SURSRVDO� IRU� D

PRUDWRULXP�ZRXOG� VWLOO� QRW� EH� DFFHSWDEOH� WR� D� QRPLQHH� XQOHVV� WKHUH

ZHUH�IXQGLQJ� DYDLODEOH� IRU� WKH�GHEWRU��7KLV� OHDGV� WR�FRQVLGHUDWLRQ�RI

WKH�VHFRQG�IDFWRU��ZKHWKHU�WKH�QHZ�SURFHGXUH�ZRXOG�DOORZ�WKH�GHEWRU

WR� JUDQW� µVWDWXWRU\� VXSHU� SULRULW\¶� �663�� WR� SURYLGHUV� RI� ILQDQFH

�,QVROYHQF\�6HUYLFH�����������������������������663�ZRXOG�PHDQ�WKDW

OHQGHUV�WR�D�ILUP�LQ�WKH�PRUDWRULXP�SURFHGXUH�ZRXOG�EH�JLYHQ�SULRULW\

UDQNLQJ�DKHDG�RI�SUH�PRUDWRULXP�FUHGLWRUV��DW�WKH�RSWLRQ�RI�WKH�GHEWRU�

$�',3�SURFHGXUH�ZKLFK� DOORZHG� IRU� XQLODWHUDO� DFFHVV� E\� WKH� GHEWRU

DQG� JUDQWHG� 663� WR� SRVW�FRPPHQFHPHQW� ILQDQFLHUV� ZRXOG� DOWHU� WKH

VWUXFWXUH� RI� GHFLVLRQ�PDNLQJ� DERXW� GHIDXOW� TXLWH� GUDPDWLFDOO\�� 7KLV

ZRXOG�UHGXFH�WKH�EDQN¶V�DELOLW\�WR�H[LW�IURP�WKH�UHODWLRQVKLS��VKRXOG�LW

GHFLGH�HLWKHU� WKDW� WKH�ILUP�ZDV�HFRQRPLFDOO\�GLVWUHVVHG��RU� WKDW� WKHUH

KDG�EHHQ�PDQDJHULDO�PLVEHKDYLRXU��2QH�FRQVHTXHQFH�PD\�EH�WKDW�WKLV

LQFUHDVHV�WKH�LQFHQWLYHV�RI�EDQNV�WR�PRQLWRU�WKHLU�GHEWRUV��7ULDQWLV�DQG

'DQLHOV�� ������� +RZHYHU�� D� FRXQWHUYDLOLQJ� SUREOHP� LV� WKDW� LW� ZLOO

UHGXFH�WKH�FUHGLELOLW\�RI�DQ\�WKUHDWV�ZKLFK�D�FRQFHQWUDWHG�EDQN�OHQGHU

FRXOG� PDNH� WR� D� GHEWRU� ILUP� UHJDUGLQJ� GHIDXOW� �%DLUG� DQG� 3LFNHU�

������� 7KLV� ZRXOG� LQ� WXUQ� UHGXFH� WKH� HIIHFWLYHQHVV� RI� FRQFHQWUDWHG

GHEW�DV�D�JRYHUQDQFH�WRRO�
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�����0RGLILFDWLRQV�WR�UHFHLYHUVKLS

,Q� WKLV�VHFWLRQ��ZH�GLVFXVV�SURSRVDOV� WR�DOWHU� WKH�VWUXFWXUH�RI�SDUWLHV¶

ULJKWV� RQFH� UHFHLYHUVKLS� KDV� FRPPHQFHG�� 7KHVH� SURSRVDOV� ZLOO� QRW�

KRZHYHU�� LPSDFW� RQ� WKH� GHFLVLRQ�PDNLQJ� SURFHVV� E\�ZKLFK� WKH� ILUP

HQWHUV�LQWR�LQVROYHQF\�SURFHHGLQJV��ZKLFK�ZH�H[SHFW�ZRXOG�FRQWLQXH

WR�EH�RUFKHVWUDWHG�E\�WKH�GHEHQWXUH�KROGHU��2QH�SURSRVDO�ZRXOG�EH�WR

VXEMHFW� WKH� UHFHLYHU� WR� PRUH� ZLGH�UDQJLQJ� GXWLHV� WR� RWKHU� LQWHUHVWHG

SDUWLHV��VXFK�DV�WKH�FRPSDQ\�DQG�RU� MXQLRU�FUHGLWRUV� �HJ�0LOPDQ�DQG

0RQG�� ������ �������� 7KHUH� DUH� D� QXPEHU� RI� KXUGOHV� WR� WKH

LPSOHPHQWDWLRQ� RI� VXFK� D� GXW\�
���
� )LUVW�� DW� D� FRQFHSWXDO� OHYHO²DV

SRLQWHG� RXW� E\� 6HDO\� ������� LQ� UHVSHFW� RI� GLUHFWRUV¶� GXWLHV� WR

FUHGLWRUV²LV�WKH�GLIILFXOW\�RI�VSHFLI\LQJ�ZKDW�VKRXOG�EH�WKH�FRQWHQW�RI

WKH�GXW\��,I�SULRULW\�LV�UHVSHFWHG��VXFK�D�GXW\�RQO\�KDV�FRQWHQW�ZKHUH

WKHUH�DUH�DFWLRQV�ZKLFK�GR�QRW�KDUP� WKH� LQWHUHVWV�RI� VHQLRU� FUHGLWRUV

EXW�FDQ�DGYDQFH�WKH�LQWHUHVWV�RI�RWKHUV��(YHQ�LI�SULRULW\�LV�GLVUHJDUGHG�

WKH�FRQWHQW�RI�WKH�GXW\�GRHV�QRW�EHFRPH�LPPHGLDWHO\�FOHDU��&RQVLGHU

WKH�SRVLWLRQ�RI�D�UHFHLYHU�ZKR�LV�UHTXLUHG�WR�FRQVLGHU�WKH�LQWHUHVWV�RI

DOO� FUHGLWRUV� SDUL� SDVVX� LQ� KLV� GHFLVLRQ�PDNLQJ�� +H� ZRXOG� VWLOO� EH

JHQHUDOO\�ERXQG�WR�JR�DORQJ�ZLWK�WKH�ZLVKHV�RI�D�FRQFHQWUDWHG�OHQGHU�

DQG�WKH�FRQWRXUV�RI�WKH�GXW\�WR�RWKHU�SDUWLHV�ZRXOG�EH�PRUH�DNLQ�WR�D

µPLQRULW\�SURWHFWLRQ¶�PHDVXUH��DJDLQ�VRPHZKDW�GLIILFXOW�WR�VWDELOLVH�

6HFRQG�� WKHUH� LV� D� SUDFWLFDO� LVVXH� RI� WKH� FRXUW¶V� DELOLW\� WR�YHULI\� WKH

DSSURSULDWHQHVV�RI�WKH�UHFHLYHU¶V�DFWLRQV��&RXUWV�PXVW�DVVHVV�WKH�LVVXH

ZLWK�KLQGVLJKW��RQ�WKH�EDVLV�RI�WKH�HYLGHQFH�SURYLGHG�WR�WKHP��:KLOVW

FRXQVHO�DQG�WKH�MXGLFLDU\�DUH�OLNHO\�WR�SRVVHVV�VXEVWDQWLDO�H[SHULHQFH

RI� EXVLQHVV� PDWWHUV� �FI�� &KHIILQV�� ������ ���������� WKH� LQIRUPDWLRQ

DYDLODEOH� WR� WKHP� DERXW� WKH� VSHFLILF� IDFWV� RI� WKH� GHFLVLRQ� LV� DOPRVW

DOZD\V� OLNHO\� WR� EH� OHVV� WKDQ� WKDW� DYDLODEOH� WR� WKH� GHFLVLRQ�PDNHU� LQ

TXHVWLRQ�� )XUWKHUPRUH�� WKHLU� GHFLVLRQ� PXVW� EH� PDGH� ZLWK� KLQGVLJKW�

$FWLRQV� ZKLFK� DW� WKH� WLPH� RI� WDNLQJ� ZHUH� NQRZQ� WR� EH� ULVN\� EXW

MXVWLILDEOH� LQ� WHUPV�RI�H[SHFWHG�EHQHILWV��FDQ�VHHP�XQMXVWLILDEOH�ZLWK

KLQGVLJKW�ZKHQ�D�µEDG¶�RXWFRPH�KDV�PDWHULDOLVHG��%DLUG�DQG�-DFNVRQ�

�������-XGLFLDO�GHFLVLRQV�ZKLFK�DUH�QRW�DV�ZHOO�LQIRUPHG�DV� WKRVH�RI

WKH� GHFLVLRQ�PDNHU�� RU� ZKLFK� WHQG� WR� FRQGHPQ� IDLOHG� ULVN�WDNLQJ
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ZLWKRXW�IXOO�DVVHVVPHQW�RI�WKH�H[SHFWHG�EHQHILWV�DW�WKH�WLPH��DUH�OLNHO\

WR� JLYH� UHFHLYHUV� LQFHQWLYHV� WR� EHKDYH� LQ� WRR� ULVN�DYHUVH� D� IDVKLRQ�

WKXV�UHGXFLQJ�WKH�H[SHFWHG�UHWXUQV�WR�DOO�SDUWLHV��&KHIILQV������������

������)LQDOO\��HYHQ�LI�LW�LV�SRVVLEOH�IRU�WKH�FRXUW�WR�PDNH�LQIRUPHG�DQG

DSSURSULDWH� GHFLVLRQV�� RQH� PXVW� DVN�� DW� ZKDW� SULFH"� 7KH� LQVWLJDWLRQ

DQG� FRQGXFW� RI� OHJDO� SURFHHGLQJV� LV� KLJKO\� FRVWO\�� DQG� PD\� ZHOO

DPRXQW�WR�PRUH�WKH�IXQGV�DYDLODEOH�LQ�WKH�FRPSDQ\�

$QRWKHU� SRVVLEOH� PRGLILFDWLRQ� RI� WKH� ODZ� ZRXOG� EH� WR� UHPRYH� WKH

GHEHQWXUH�KROGHU¶V� ULJKW� WR�SULRULW\�RI�SD\PHQW�RI� UHWXUQV��:H�QRWHG

HDUOLHU� WKDW� WKH� FRPELQDWLRQ�RI� VHQLRU�SULRULW\� WR� UHWXUQV�SOXV�FRQWURO

SRVW�GHIDXOW�PLJKW� OHDG� WR�QHJDWLYH�V\QHUJLHV� LQ� WKH�GHFLVLRQ�PDNLQJ

SURFHVV�� +RZHYHU�� ZH� GR� QRW� WKLQN� WKLV� SUREOHP� DORQH� MXVWLILHV� D

UHIRUP� RI� WKLV� PDJQLWXGH�� 7KH� HPSLULFDO� HYLGHQFH� VXJJHVWV� WKDW� WKH

SUREOHP� LV� IDLUO\� LQVLJQLILFDQW� LQ� SUDFWLFH� EHFDXVH� EDQNV� DUH� XVXDOO\

XQGHUVHFXUHG�LQ�DGPLQLVWUDWLYH�UHFHLYHUVKLS�VLWXDWLRQV��+HQFH�WKH�FDVH

IRU� WKH� SULRULW\� �RU� QRW�� RI� VHFXUHG� FUHGLW� PXVW� EH� DUJXHG� RQ� RWKHU

JURXQGV�

���&RQFOXVLRQV

,Q�WKLV�SDSHU��ZH�KDYH�VRXJKW�WR�H[SODLQ�DQG�MXVWLI\�WKH�ODZ�UHODWLQJ�WR

DGPLQLVWUDWLYH� UHFHLYHUVKLS� RQ� WKH� EDVLV� WKDW� LW� HQKDQFHV� HIILFLHQF\�

2XU� WKHRU\� VXJJHVWV� WKDW� UHFHLYHUVKLS¶V� UROH� DV� D�SULYDWH� LQVROYHQF\

SURFHGXUH�LV�HIILFLHQW�LQ�WKH�FRQWH[W�RI�60(V�ZKLFK�FRQFHQWUDWH�WKHLU

GHEW�ILQDQFH�LQ�WKH�KDQGV�RI�D�VLQJOH�EDQN��$�GHEWRU�ILUP�RI�WKLV�VRUW�LV

KLJKO\�XQOLNHO\�WR�HQWHU�DQ\�IRUP�RI�LQVROYHQF\�SURFHHGLQJ�LI�LWV�EDQN

FRQWLQXHV�WR�VXSSRUW�LW��+HQFH�EDQNV�DFW�DV�µJDWHNHHSHUV¶�LQ�GHFLGLQJ

ZKHWKHU� RU� QRW� WR� HQIRUFH� DJDLQVW� WKH� GHEWRU�� 7KH� EDQN�� DV

FRQFHQWUDWHG� FUHGLWRU�� ZLOO� KDYH� JRRG� LQFHQWLYHV� WR� LQYHVW� LQ

LQIRUPDWLRQ�DERXW�WKH�FDXVHV�RI�ILQDQFLDO�GLVWUHVV�LQ�RUGHU�WR�PDNH�WKLV

GHFLVLRQ�� $� SULYDWH� LQVROYHQF\� SURFHGXUH� RUFKHVWUDWHG� E\� WKH� EDQN

DOORZV� WKLV� LQIRUPDWLRQ� WR� EH� KDUQHVVHG� LQ� HQIRUFHPHQW� SURFHHGLQJV

ZKHUH�WKH�EDQN�GHFLGHV�QRW�WR�FRQWLQXH�LWV�VXSSRUW��)XUWKHUPRUH��VXFK

SRVW�GHIDXOW� FRQWURO� FDQ� HQKDQFH� WKH� HIILFDF\� RI� EDQN� GHEW� DV� D

JRYHUQDQFH�PHFKDQLVP��&RQWURO�RYHU�HQIRUFHPHQW�SURFHHGLQJV�PHDQV



��

WKDW�WKH�EDQN�FDQ�H[SHFW�WR�UHFRYHU�PRUH��DQG�WKXV�LWV�WKUHDW�WR�HQIRUFH

LI�PDQDJHUV�XQGHUSHUIRUP�ZLOO�EH�PRUH�FUHGLEOH��7KLV�WKUHDW�ZRXOG�EH

PRVW�XVHIXO�LQ�WKH�FRQWH[W�RI�60(V�ZKLFK�DUH�RZQHU�PDQDJHG��ZKHUH

VKDUHKROGHU� JRYHUQDQFH� PHFKDQLVPV� DUH� QRQ�H[LVWHQW�� 7KLV� WKHRU\

VXJJHVWV� WKDW�ZKLOVW� WKH� UHIRUPV�FRQWDLQHG� LQ� WKH� ,QVROYHQF\�%LOO� DUH

ZHOFRPH�� D�PRUH�GUDPDWLF� VKLIW� WR�D�86�VW\OH�&KDSWHU����SURFHGXUH

ZRXOG�EH�D�UHWURJUDGH�VWHS�

:H�KDYH�VHYHUDO�VXJJHVWLRQV�IRU�IXWXUH�UHVHDUFK��:KLOVW�WKH�HPSLULFDO

ILQGLQJV�ZH�SUHVHQW�DUH�FRQVLVWHQW�ZLWK�RXU�WKHRU\�� WKH�REMHFWLYLW\�RI

RXU� GDWD� LV� TXHVWLRQDEOH�� DQG� WKH\� FDQQRW� EH� UHOLHG� XSRQ� LQ� DQ\

FRQFOXVLYH� ZD\�� )XUWKHU� UHVHDUFK� PLJKW� XVHIXOO\� VHHN� WR� WHVW� WKH

WKHRU\�PRUH�ULJRURXVO\��2XU�WKHRU\�SUHGLFWV� WKDW� UHFHLYHUVKLS�ZLOO�EH

XVHG�SULQFLSDOO\�DV�D�PHDQV�RI� µRXVWLQJ¶�XQGHUSHUIRUPLQJ�PDQDJHUV�

:H�ZRXOG�H[SHFW� WR�ILQG�LW�XVHG�PRUH�IUHTXHQWO\��FHWHULV�SDULEXV�� LQ

RZQHU�PDQDJHG� ILUPV� WKDQ� SXEOLF� FRPSDQLHV�� EHFDXVH� LQ� WKH� ODWWHU

FDVH� PDQDJHPHQW� WXUQRYHU� FDQ� EH� HQJLQHHUHG� ZLWKRXW� WKH� QHHG� IRU

FUHGLWRU� HQIRUFHPHQW�� :H� ZRXOG� DOVR� H[SHFW� WR� ILQG� WKDW� ZKHUH� D

UHFHLYHUVKLS� VDOH� LV� WR� WKH� ILUP¶V� H[LVWLQJ� PDQDJHUV�� WKH� DSSRLQWLQJ

EDQN�LV�XQOLNHO\�WR�SURYLGH�WKHP�ZLWK�ILQDQFH�

$QRWKHU� OLPLWDWLRQ� RI� RXU� WKHRU\� LV� WKDW� WKH� FRQFOXVLRQV� DERXW

UHFHLYHUVKLS� DUH�� LQ� D� VHQVH�� µVLWXDWHG¶� LQ� WKH� FRQWH[W� RI� D� V\VWHP� LQ

ZKLFK� EDQN�EDVHG� JRYHUQDQFH� LV� LPSRUWDQW� IRU� VPDOO� ILUPV��9HQWXUH

FDSLWDO�LV�DQ�DOWHUQDWLYH�JRYHUQDQFH�PHFKDQLVP��ZKLFK�DUJXDEO\�PD\

IXQFWLRQ� PRUH� HIILFLHQWO\� WKDQ� EDQN� GHEW�� )XWXUH� UHVHDUFK� PLJKW

XVHIXOO\� FRQVLGHU� WKH� LQWHUUHODWLRQVKLS� EHWZHHQ� WKH� GHJUHH� WR� ZKLFK

WKH� OHJDO� V\VWHP� DOORZV� EDQNV� FRQWURO� RYHU� ILUPV� DQG� WKH� UHODWLYH

DWWUDFWLYHQHVV� RI� EDQN� DQG� YHQWXUH� FDSLWDO� ILQDQFH� �FI�� %ODFN� DQG

*LOVRQ��������
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1RWHV

�� (J�� µ³*UHHG\´� %DQNV� &RPH� 8QGHU� )LUH¶��&DPEULGJH� (YHQLQJ

1HZV� ��� $XJXVW� ������ µ+RZ� ³5LS�RII´� 5HFHLYHUV� &DVK� LQ� RQ

&DUYH�XSV¶��(YHQLQJ�6WDQGDUG����1RYHPEHU������

�� 7KURXJKRXW� WKLV� SDSHU�� ZH� XVH� WKH� ZRUG� µUHFHLYHU¶

LQWHUFKDQJHDEO\�ZLWK�µDGPLQLVWUDWLYH�UHFHLYHU¶�

�� ,QVROYHQF\� $FW� ����� �KHQFHIRUWK� µ,$� ����¶�� V� ������ 7KH

SUDFWLFDO�HIIHFW�RI�WKLV�SURYLVLRQ�LV�WKDW�D�SXWDWLYH�&9$�PD\�EH

RYHUULGGHQ�DW�DQ\�WLPH�E\�D�UHFHLYHUVKLS�DSSRLQWPHQW�

�� 6HH�HJ��5H�&ULJJOHVWRQH�&RDO�&R�>����@���&K�����

�� 5H�'DYLG�/OR\G�	�&R����������&K'������5H�1RUWKHUQ�*DUDJH

/WG�>����@���&K������6RZPDQ�Y�'DYLG�6DPXHO�7UXVW�/WG�>����@

��$OO�(5������5H�3RWWHUV�2LOV�/WG�>����@���:/5������,Q�VXFK

FLUFXPVWDQFHV�WKH�UHFHLYHU�UHTXLUHV�WKH�OHDYH�RI�WKH�FRXUW�WR�WDNH

SRVVHVVLRQ�IURP�WKH�OLTXLGDWRU��EXW�KH�LV�HQWLWOHG�WR�VXFK�OHDYH�DV

RI�ULJKW��LELG������SHU�+RIIPDQQ�-��

�� ,$������V������D��

�� ,ELG�V������

�� %DQN�RI�%DURGD�Y�3DQHVVDU�>����@�&K�����

�� ,ELG��6HH�DOVR�/OR\GV�%DQN�SOF�Y�/DPSHUW�>����@�%&&�����

��� 6KDPML� Y� -RKQVRQ� 0DWWKH\� %DQNHUV� /WG� >����@� %&/&� ���� $

VLQJOH� TXDOLILFDWLRQ� LV� WKDW� WKH� FKDUJHKROGHU� VKRXOG� H[HUFLVH

UHDVRQDEOH�FDUH�QRW�WR�DSSRLQW�DQ�LQFRPSHWHQW�UHFHLYHU��LELG����

SHU�2OLYHU�/-���*LYHQ�WKDW�DGPLQLVWUDWLYH�UHFHLYHUV�PXVW�QRZ�EH

SURIHVVLRQDOO\� TXDOLILHG� �,$� �����VV� �������� ��������� LW� ZRXOG

DSSHDU� XQOLNHO\� WKDW� D� GHEHQWXUH�KROGHU�ZRXOG� EH� LQ� EUHDFK� RI



��

WKLV�GXW\�XQOHVV�KH�KDG�VXEMHFWLYH�NQRZOHGJH�RI�DQ�DSSRLQWHH¶V

LQFRPSHWHQFH�

��� ,ELG�V�������

��� 6HH�HJ��5H�<RUNVKLUH�:RROFRPEHUV�$VVRFLDWLRQ�/WG�>����@���&K

����

��� 6HH� WKH� 3UHIHUHQWLDO� 3D\PHQWV� LQ� %DQNUXSWF\� $FW� ������ 7KH

FRQWHPSRUDU\�VWDWXWRU\�SURYLVLRQ�LV�,$������V����

��� 2QO\� IORDWLQJ� FKDUJH� DVVHWV� DUH� DYDLODEOH� WR� SD\� SUHIHUHQWLDO

GHEWV� �5H�/HZLV�0HUWK\U�&RQVROLGDWHG�&ROOLHULHV� /WG�>����@� �

&K������

��� $V� D� JHQXV� RI� SURSHUW\�� ERRN� GHEWV� DSSHDU� WR� VLW� PRVW

FRPIRUWDEO\�XQGHU�WKH�µIORDWLQJ�FKDUJH�KHDG¶��VLQFH�WKH\�GLVSOD\

DOO�WKUHH�RI�WKH�FKDUDFWHULVWLFV� LQGLFDWLYH�RI�D�IORDWLQJ�FKDUJH�DV

LGHQWLILHG� E\� 5RPHU� /-� LQ� 5H� <RUNVKLUH� :RROFRPEHUV

$VVRFLDWLRQ�/WG��Q����DERYH��������7KH�FRXUWV�KDYH�QRQHWKHOHVV

VDQFWLRQHG� WKH� FRQFHSW�� SURYLGHG� WKDW� WKH� FKDUJHH� FDQ

GHPRQVWUDWH�D�VXIILFLHQW�GHJUHH�RI�FRQWURO�RYHU� WKH�SURFHHGV�RI

VXFK��HJ�6LHEH�*RUPDQ�	�&R��Y�%DUFOD\V�%DQN�>����@���/OR\G¶V

5HS�������5H�1HZ�%XOODV�7UDGLQJ�/WG�>����@���%&/&������&I

1DW:HVW� Y� 5R\DO� 7UXVW� %DQN� >����@� ����� ��������SHU� 0LOOHWW

/-��

��� Q���DERYH�

��� >����@�%&/&�����

��� ,$������V�������D���:KLOVW�OLTXLGDWLRQ�WHUPLQDWHV�WKH�UHFHLYHU¶V

DJHQF\�IRU�WKH�FRPSDQ\��LW�GRHV�QRW�DIIHFW�KLV�SRZHU�WR�GHDO�ZLWK

FKDUJHG� DVVHWV� �*RVOLQJ� Y� *DVNHOO� >����@� $&� �����5H� +HQU\

3RXQG�6RQ�	�+XWFKLQV�����������&K�'�������DQG�KLV�SRZHU�WR
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UHDOLVH� WKHP� UHPDLQV� XQGLVWXUEHG� �6RZPDQ� Y� 'DYLG� 6DPXHO

7UXVW�>����@���:/5�����

��� 7KH� UHFHLYHU¶V� DJHQF\� RULJLQDWHG� DV� D� WHFKQLTXH� E\� ZKLFK� D

PRUWJDJHH�FRXOG�HVFDSH�OLDELOLW\�WR�D�PRUWJDJRU�DV�PRUWJDJHH�LQ

SRVVHVVLRQ��)RU�D�GHVFULSWLRQ�RI� WKLV�SUDFWLFH�VHH� WKH�GLVVHQWLQJ

MXGJPHQW� RI�5LJE\�/-� LQ�*DVNHOO� Y�*RVOLQJ�>����@� ��4%�����

����

��� 5H� %� -RKQVRQ� 	� &R�� �%XLOGHUV�� /WG� >����@� �� &K� ����

'RZQVYLHZ�1RPLQHHV�Y�)LUVW�&LW\�&RUSRUDWLRQ�>����@�$&�����

��� 0HLJK�Y�:LFNHQGHQ�>����@���.%�����

��� *RPED� +ROGLQJV� 8.� /WG� Y� +RPDQ� >����@� �� $OO� (5� ���

5RXWHVWRQH�Y�0LQRULHV�)LQDQFH�>����@�%&&�����

��� *RPED�Y�+RPDQ��LELG�

��� 6HH�HJ��5H�%�-RKQVRQ�	�&R��%XLOGHUV��/WG�>����@�&K����

��� 'RZQVYLHZ�1RPLQHHV� Y�)LUVW�&LW\�&RUSRUDWLRQ�/WG� >����@�$&

�����&XFNPHUH�%ULFN�&R��/WG�Y�0XWXDO�)LQDQFH�/WG�>����@�&K

����

��� >����@���$OO�(5����

��� 6FRWW�9&�DFFHSWHG� WKDW� WKHUH�FRXOG�EH�QR� OLDELOLW\�IRU�FKRRVLQJ

QRW�WR�FRQWLQXH�WR�WUDGH�

��� ,$������V��������6FK����$�SHUVRQ�GHDOLQJ�ZLWK�DQ�DGPLQLVWUDWLYH

UHFHLYHU�LQ�JRRG�IDLWK�DQG�IRU�YDOXH�LV�QRW�FRQFHUQHG�WR�HQTXLUH

ZKHWKHU�WKH�UHFHLYHU�LV�DFWLQJ�ZLWKLQ�KLV�SRZHUV��V��������

��� 5DWIRUG�Y�1RUWKDYHQ�'LVWULFW�&RXQFLO�>����@�4%������5H�6REDP

%9��,Q�5HFHLYHUVKLS��>����@���%&/&�����



��

��� >����@���.%�����

��� /DWKLD� Y� 'URQVILHOG� %URV� >����@� %&/&� ����� :HOVK

'HYHORSPHQW�$JHQF\� Y�([SRUW�)LQDQFH�&R��/WG��>����@�%&/&

����

��� $LUOLQHV�$LUVSDUHV�/WG�Y�+DQGOH\�3DJH�/WG�>����@�&K�����

��� 7KHUH�LV�RQH�TXDOLILFDWLRQ��:KHUH�WKH�FRXQWHUSDUW\�KDV��SULRU�WR

FU\VWDOOLVDWLRQ�RI�WKH�IORDWLQJ�FKDUJH��DFTXLUHG�D�SURSULHWDU\�ULJKW

VXSHULRU� WR� WKDW� RI� WKH� GHEHQWXUH�KROGHU�� WKLV� PD\� OHDG� WR

LQMXQFWLYH� UHOLHI� RU� DQ� RUGHU� RI� VSHFLILF� SHUIRUPDQFH� DJDLQVW� D

UHFHLYHU� �VHH� HJ�� )UHHYDOH� /WG� Y� 0HWURVWRUH� �+ROGLQJV�� /WG

>����@���&K������$VWRU�&KHPLFDOV�/WG� Y� 6\QWKHWLF�7HFKQRORJ\

/WG� >����@� %&/&� ���$VK� 	� 1HZPDQ� /WG� Y� &UHDWLYH� 'HYLFHV

5HVHDUFK�/WG� >����@�%&/&�������7KH� FLUFXPVWDQFHV� LQ�ZKLFK

VXFK�D� UHPHG\�ZLOO� EH� DYDLODEOH� DUH� OHVV� WKDQ� FRPSUHKHQVLYHO\

GHILQHG�E\�WKH�FRXUWV��DQG�LW�UHPDLQV�WKH�FDVH�WKDW��IRU�WKH�PRVW

SDUW�� D� UHFHLYHU�ZLOO� EH� DEOH� WR� EUHDFK� FRPSDQ\� FRQWUDFWV�ZLWK

LPSXQLW\� LQ� RUGHU� WR� SURPRWH� KLV� DSSRLQWRU¶V� LQWHUHVWV�

QRWZLWKVWDQGLQJ� WKH� FRUUHVSRQGLQJ� LPSDLUPHQW� WR� WKH

FRQWUDFWLQJ�SDUWQHU�

��� 0RQWJRPHULH�Y�8.�0XWXDO�66�$VVRFLDWLRQ�/WG�>����@���4%�����

��� ,$������V�������E��

��� 5H�/H\ODQG�'$)��1R�����5H�)HUUDQWL�,QWHUQDWLRQDO�SOF�>����@��

%&/&������,W�ZRXOG�DSSHDU�WKDW�WKLV�FRQFOXVLRQ�LV�QRW�GLVWXUEHG

E\� WKH� GHFLVLRQ� RI� WKH� +RXVH� RI� /RUGV� LQ�3RZGULOO� Y� :DWVRQ

>����@���%&/&�����

��� ,$������V�������F��

��� ,ELG�
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��� 7KHUH� LV� VRPH� TXHVWLRQ� DV� WR� ZKHWKHU� WKH� VWDWXWRU\� LQGHPQLW\

VXUYLYHV� WKH� WHUPLQDWLRQ� RI� KLV� DJHQF\� FRQVHTXHQW� XSRQ

OLTXLGDWLRQ��VHH�V���������,W�LV�DUJXDEOH�WKDW�WKH�LQGHPQLW\�LV�QRW

GHSHQGHQW� XSRQ� WKH� UHFHLYHU¶V� DJHQF\� VWDWXV�� $� QRQ�

DGPLQLVWUDWLYH� UHFHLYHU� LV� QRW� GHHPHG� WR� EH� WKH� FRPSDQ\¶V

DJHQW�� EXW� LV� QHYHUWKHOHVV� HQWLWOHG� WR� D� VLPLODU� LQGHPQLW\� �V

������E���� ,Q� DQ\� HYHQW�� LW� LV� VXEPLWWHG� WKDW� DQ\� FRQWUDFWXDO

OLDELOLW\�LQFXUUHG�FRXOG�VWLOO�EH�GLVFKDUJHG�RXW�RI�WKH�FRPSDQ\¶V

DVVHWV�DV�µH[SHQVHV¶�RI�WKH�UHFHLYHUVKLS��V�������E���

��� ,Q�JHQHUDO��DQ�DGPLQLVWUDWRU�ZLOO�FRQGXFW�KLV�DGPLQLVWUDWLRQ�ZLWK

UHIHUHQFH� WR� WKH� FUHGLWRUV¶� PHHWLQJ� �,$�����VV� ������� ����� D

OLTXLGDWRU� ZLOO� VLPLODUO\� FRQVXOW� WKH� FRPSDQ\¶V� FUHGLWRUV�� LQ

SDUWLFXODU�ZLWK�UHIHUHQFH�WR�WKH�H[HUFLVH�RI�FHUWDLQ�RI�KLV�SRZHUV

�,$������V���������

��� 6HH�*RPED� +ROGLQJV� 8.� /WG� Y�+RPDQ� >����@� �� $OO� (5� ���

,QGHSHQGHQW� 3HQVLRQ� 7UXVWHHV� /WG� Y� /�$�:�� &RQVWUXFWLRQ� &R�

/WG������6/7������

��� :LWK�WKH�SRVVLEOH�H[FHSWLRQ��LQ�QDUURZO\�GHILQHG�FLUFXPVWDQFHV�

RI�FDXVHV�RI�DFWLRQ���1HZKDUW�'HYHORSPHQWV�/WG�Y�&R�RSHUDWLYH

&RPPHUFLDO� %DQN� /WG� >����@� 4%� ����� FI�� 7XGRU� *UDQJH

+ROGLQJV�/WG�Y�&LWLEDQN�1$�>����@�&K����

��� 7KH� UHOHYDQW� SURYLVLRQV� UHTXLUH� WKH� FDOOLQJ� RI� D� PHHWLQJ� RI

FUHGLWRUV� �,$� ����� V� ���� DQG� WKH� HVWDEOLVKPHQW� RI� D� FUHGLWRUV¶

FRPPLWWHH��LELG�V�����

��� ,Q� DGGLWLRQ�� D� FUHGLWRUV¶�PHHWLQJ� LV� FDOOHG� IRU� WKH� SXUSRVH� RI

GLVVHPLQDWLQJ� WKH� LQIRUPDWLRQ� FRQWDLQHG� LQ� WKH� DGPLQLVWUDWLYH

UHFHLYHU¶V�UHSRUW��7KLV�PXVW�GHWDLO��LQWHU�DOLD�� WKH�DPRXQW�OLNHO\

WR� EH� DYDLODEOH� WR� VDWLVI\� WKHLU� FODLPV�� ,W�PLJKW� WKHUHIRUH� VHHP

SRLQWOHVV� IRU� DQ� DGPLQLVWUDWLYH� UHFHLYHU� WR� JDWKHU� WRJHWKHU

XQVHFXUHG�FUHGLWRUV�LQ�RUGHU�WR�WHOO�WKHP�ZKDW�WKH\�KDYH�DOUHDG\
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ZRUNHG�RXW�IRU�WKHPVHOYHV��QDPHO\��WKDW�WKHLU�GHEWV�DUH�XQOLNHO\

WR�EH�VDWLVILHG�

��� ,QVROYHQF\�5XOHV�������U���������

��� 7KH� FUHGLWRUV¶� FRPPLWWHH� LQ� DGPLQLVWUDWLRQ� PD\� UHMHFW� WKH

DGPLQLVWUDWRU¶V�SURSRVDOV��,$������V�����

��� 2U�PRUH�SUHFLVHO\��E\�VWDWH�RIILFLDOV�RQ�WKHLU�EHKDOI�

��� 7KHUH� DUH�� KRZHYHU�� VRPH� WHUPLQRORJLFDO� GLIIHUHQFHV� EHWZHHQ

DXWKRUV��6HH�%HOFKHU���������������

��� 2QH� PXVW� EH� FDUHIXO�� KRZHYHU�� QRW� WR� FRQIXVH� WKH� FRVWV� RI

ILQDQFLDO� GLVWUHVV²WKRVH� DVVRFLDWHG�ZLWK� WKH� ILUP¶V� LQDELOLW\� WR

SD\�LWV�GHEWV²ZLWK�WKRVH�RI�HFRQRPLF�GLVWUHVV²DVVRFLDWHG�ZLWK

WKH�IDLOXUH�RI�WKH�ILUP¶V�EXVLQHVV��7KHVH�FRVWV²IRU�H[DPSOH��WKH

ORVV�LQ�YDOXH�RI�µVRIW¶�DVVHWV�WKDW�GHSHQG�RQ�WKH�ILUP¶V�ORQJ�WHUP

VXUYLYDO²ZRXOG� EH� LQFXUUHG� HYHQ� LI� ILUPV� ZHUH� ILQDQFHG

HQWLUHO\�ZLWK� HTXLW\�� 5DWKHU�� WKH� FRVWV� RI� ILQDQFLDO� GLVWUHVV� DUH

WKRVH�ZKLFK�ZRXOG�QRW�DULVH�ZHUH�GHEW�QRW�XVHG�WR�ILQDQFH�D�ILUP

6HH�0HJJLQVRQ�����������������

��� ,$������V��������H���6HH�*RRGH���������������

��� 6HH�DOVR�2DNGDOH��5LFKPRQG��/WG�Y�1DWLRQDO�:HVWPLQVWHU�%DQN

SOF�>����@�%&&�����

��� 7KLV� LV� REYLRXVO\� D� JURVV� RYHUVLPSOLILFDWLRQ�� EXW� LW� QLFHO\

FDSWXUHV�WKH�HVVHQWLDO�SRLQW�WKDW�GHIDXOW�LQ�WKHVH�FLUFXPVWDQFHV�LV

QRW� WKH� UHVXOW� RI� PDQDJHULDO� IDLOXUH�� µ)DLOXUH¶� LQ� WKLV� VHQVH� LV

QHFHVVDULO\�D�VXEMHFWLYH�DVVHVVPHQW�E\�WKH�FUHGLWRU�

��� 6KOHLIHU� DQG�9LVKQ\� ������� DUJXH� WKDW� DW� WLPHV�ZKHQ� ILUPV�DUH

VXIIHULQJ� IURP� ILQDQFLDO� GLVWUHVV�� RWKHU� ILUPV� LQ� WKH� VDPH

LQGXVWU\²ZKLFK�ZRXOG�EH� WKH�QDWXUDO�EX\HUV�RI� LWV�DVVHWV²DUH
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OLNHO\� WR� EH� VXIIHULQJ� OLTXLGLW\� SUREOHPV�� EHFDXVH� ILQDQFLDO

GLVWUHVV�LV�RIWHQ�OLQNHG�WR�LQGXVWU\�ZLGH�GRZQWXUQV��+HQFH�DVVHWV

ZLOO�EH�VROG�DW�D�VHYHUH�XQGHUYDOXH�

��� 7KURXJK�WKH�UHPRYDO�RI�WKHLU�VWDNH�LQ�WKH�ILUP�DQG�KDUP�WR�WKHLU

UHSXWDWLRQ�� :KHUH� WKH\� KDYH� JLYHQ� SHUVRQDO� JXDUDQWHHV�� WKH

FRQVHTXHQFHV�PD\�EH�HYHQ�PRUH�VHYHUH�

��� 2ZQHU�PDQDJHUV��DV�HQWUHSUHQHXUV��EHDU�DW�OHDVW�SDUW�RI�WKH�ULVN

WKDW� WKHLU� ILUP� ZLOO� EHFRPH� HFRQRPLFDOO\� GLVWUHVVHG�� KRZHYHU

WKH\�ILQDQFH�LW��:KDW�LV�EHLQJ�GHVFULEHG�KHUH�LV�DQ�DGGLWLRQDO�DQG

XQQHFHVVDU\� VRXUFH� RI� ULVN� WKDW� ZRXOG� EH� FUHDWHG� E\� QRQ�

UHQHJRWLDEOH� GHEW� ILQDQFH�� WKH� ULVN� WKDW� ILQDQFLDO� GLVWUHVV� �L�H�

EUHDFK� RI� GHEW� FRQWUDFWV�� SHU� VH� ZRXOG� OHDG� WR� KDUVK

FRQVHTXHQFHV�

��� 8QGHU�(QJOLVK�ODZ��WKLV�PDSV�RQWR�WKH�ULJKW�WR�SHWLWLRQ�HLWKHU�IRU

ZLQGLQJ�XS�RU�IRU�DGPLQLVWUDWLRQ��,$������VV���������������

��� 8QGHU�(QJOLVK� ODZ��ZLQGLQJ�XS�RI� FRXUVH� GRHV�QRW� FROOHFWLYLVH

WKH�HQIRUFHPHQW�ULJKWV�RI�VHFXUHG�FUHGLWRUV��6HH�Q���DERYH�

��� $Q� H[DPSOH� LV� WKH�86�&KDSWHU� ��� SURFHGXUH�� XQGHU�ZKLFK� WKH

GHEWRU¶V� PDQDJHPHQW� UHPDLQ� LQ� SRVVHVVLRQ�� DQG� FUHGLWRUV� DUH

FRHUFHG� LQWR� DJUHHLQJ� WR� D� UHRUJDQLVDWLRQ� E\� WKH� WKUHDW� RI� D

µFUDP�GRZQ¶� SURFHGXUH� LI� WKH\� GR� QRW�� 6HH� JHQHUDOO\� %DLUG

����������������

��� ,Q� HIIHFW�� WKH� RWKHU� FUHGLWRUV� DUH� GRLQJ� ZKDW�/R3XFNL� ������

UHIHUV�WR�DV�µFDVK�IORZ�VXUILQJ¶�

��� )RU�D�VXUYH\��VHH�6KOHLIHU�DQG�9LVKQ\��������

��� 7H[W�WR�QQ�������DERYH�



��

��� 6HH�=DUWPDQ�Y�)LUVW�1DWLRQDO�%DQN�RI�:DWHUORR�����1<��������

1(�������������%HQHGLFW�Y�5DWQHU�����86���������������������

8&&�������������������������6FRWODQG�LV�DQRWKHU�H[DPSOH�RI�D

MXULVGLFWLRQ�ZKLFK�UHMHFWHG�IORDWLQJ�FKDUJHV�DW�FRPPRQ�ODZ��DQG

ZKHUH�WKH\�ZHUH�VXEVHTXHQWO\�LQWURGXFHG�E\�VWDWXWH��&RPSDQLHV

�)ORDWLQJ�&KDUJHV���6FRWODQG��$FW�������

��� 86� %DQNUXSWF\� &RGH� ���� 86&$�� ��� ����D������ ����D�����

6LPLODUO\��KROGHUV�RI�VWDWXWRU\�IORDWLQJ�FKDUJHV�LQ�6FRWODQG�ZHUH

XQDEOH� WR� DSSRLQW� D� UHFHLYHU� XQWLO� D� IXUWKHU� HQDFWPHQW

VSHFLILFDOO\� JUDQWLQJ� WKHP� WKLV� ULJKW� �&RPSDQLHV� �)ORDWLQJ

&KDUJHV�DQG�5HFHLYHUV��6FRWODQG��$FW�������

��� 7KH�SRVVLELOLW\�RI�D�µOLJKWZHLJKW¶�IORDWLQJ�FKDUJH�GRHV�QRW�SHU�VH

XQGHUPLQH�WKH�IRUFH�RI�WKLV�SRLQW��$�OHQGHU�ZKR�KHOG�QRWKLQJ�EXW

VXFK�D�FKDUJH��DQG�ZKR�FRQVHTXHQWO\�ZDV�QRW�HQWLWOHG�WR�DSSRLQW

D�UHFHLYHU�RI�µVXEVWDQWLDOO\�WKH�ZKROH¶�RI�WKH�FRPSDQ\¶V�SURSHUW\

ZRXOG�QRW�IDOO�ZLWKLQ�,$������V��������6HH�DERYH��WH[W�WR�Q����

��� ,$������V�������E��

��� )XUWKHU��LQ�UHODWLRQ�WR�KLV�SHUVRQDO�OLDELOLW\��WKH�UHFHLYHU�KDV�KLV�V

������F�� LQGHPQLW\� WR� IDOO� EDFN� RQ�� 7KH� HIIHFW� RI� WKLV� LV� WKDW� D

UHFHLYHU�FDQ�WUDGH�ULVN�IUHH�DQG�IRU�WKH�EHQHILW�RI�KLV�DSSRLQWRU�

��� $PHULFDQ�([SUHVV�,QWHUQDWLRQDO�%DQNLQJ�&RUS�Y�+XUOH\�>����@

��$OO�(5�����

��� ,$� ����� V� �����5H� +\GURGDQ� �&RUE\�� /WG� >����@� %&&� ����

6HFUHWDU\� RI� 6WDWH� IRU� 7UDGH� Y�'HYHUHOO� �&RXUW� RI� $SSHDO�� ��

'HFHPEHU�������

��� )RU�UHYLHZV��VHH�6FKZDUW]���������7ULDQWLV���������6FRWW��������

)LQFK���������$UPRXU��������

��� Q����DERYH�



��

��� 7KHUH� DUH� D� QXPEHU� RI� H[FHSWLRQV�� 3LFNHU� ������� DQG�%XFNOH\

�������KDYH�VKRZQ�KRZ�VHFXUHG�FUHGLW�FDQ�DFW�SUHYHQW�D�µUDFH�WR

FROOHFW¶� E\� FUHGLWRUV�� 0DQQ� ������� KDV� HPSKDVLVHG� WKH

JRYHUQDQFH�EHQHILWV�RI�WKH�OHYHUDJH�ZKLFK�VHFXUHG�FUHGLW�DIIRUGV

WKH�FUHGLWRU��DOWKRXJK�QRW� LQ�WKH�FRQWH[W�RI� LQVROYHQF\��3HUKDSV

FORVHVW� WR� RXU� WKHRU\� LV� 6FRWW� ��������ZKR� KDV� LQYHVWLJDWHG� WKH

OLQN�EHWZHHQ�D�µUHODWLRQDO¶�OHQGHU��VHFXUHG�FUHGLW�DQG�HIILFLHQF\�

+RZHYHU�� KH� GRHV� QRW� H[DPLQH� WKH� LPSOLFDWLRQV� IRU� WKH

ERUURZHU¶V�LQVROYHQF\�

��� 7H[W�WR�QQ�������DERYH�

��� 7KH� TXHVWLRQ� LV�� KRZHYHU�� GLVFXVVHG� LQ�PRUH� GHWDLO� LQ�$UPRXU

�������

��� 7H[W�WR�Q����DERYH�

��� )XUWKHU� LQIRUPDWLRQ� DERXW� RXU� HPSLULFDO� PHWKRGRORJ\�� DQG

WDEXODWHG� GDWD� DERXW� RXU� LQWHUYLHZHHV�� PD\� EH� IRXQG� LQ� WKH

$SSHQGL[�� 5HIHUHQFHV� LQ� WKLV� VHFWLRQ� WR� LQWHUYLHZ� QXPEHUV

FRUUHVSRQG�WR�WKRVH�LQ�7DEOH���RI�WKH�$SSHQGL[�

��� 7KH� 3ULFHZDWHUKRXVH&RRSHUV� GDWDEDVH� RI� LQVROYHQF\

DSSRLQWPHQWV� OLVWV� ����� UHFHLYHUVKLSV� LQ� ������ RI� ZKLFK� ���

������ZHUH�PDGH�E\�EDQNV��,I�WKH����FDVHV�IRU�ZKLFK�WKHUH�LV�QR

LQIRUPDWLRQ� DERXW� WKH�DSSRLQWRU� DUH� GLVFRXQWHG�� WKH� SURSRUWLRQ

ULVHV� WR� ���� �KWWS���ZZZ�LQVROYHQF\�FRP�FJL�

ELQ�JD]HWWH�UHF�UHFDOO��SO"QR��

��� )RU� GHWDLOV� RI� WKH� V\VWHP� DW� %DUFOD\V�� VHH� µ/HDUQLQJ� +RZ� WR

/HQG¶�� 7KH� (FRQRPLVW� 6XUYH\� RI� 7HFKQRORJ\� LQ� )LQDQFH� ��

2FWREHU�������������

��� 7KH� %%$� 6WDWHPHQW� RI� 3ULQFLSOHV� �%%$�� ������� OLVWV� WKH

IROORZLQJ�DV�H[DPSOHV�RI�WKH�VRUW�RI�IDFWRUV�ZKLFK�ZRXOG�JLYH�D



��

EDQN� µFDXVH� IRU�FRQFHUQ¶�� µ�L��QRW� VXSSO\LQJ�DJUHHG�PRQLWRULQJ

LQIRUPDWLRQ�RQ� WLPH�� �LL�� IDLOLQJ� WR�PDNH� ORDQ�UHSD\PHQWV�RU� WR

NHHS� FRQGLWLRQV� VSHFLILHG� LQ� WKH� ORDQ�� �LLL�� JRLQJ� RYHU� \RXU

DJUHHG�RYHUGUDIW�OLPLW��HVSHFLDOO\�UHSHDWHGO\���LY��WKH�VXGGHQ�ORVV

RI� D� NH\� FXVWRPHU� RU� HPSOR\HH�� �Y�� XQH[SHFWHG� RU� SHUVLVWHQW

WUDGLQJ�DW�D�ORVV���YL��XVLQJ�WKH�IDFLOLW\�IRU�SXUSRVHV�IRU�ZKLFK�LW

ZDV� QRW� DJUHHG�� �YLL�� VXEVWDQWLDO� LQFUHDVHV� RU� GHFUHDVHV� LQ

WXUQRYHU���YLLL��GLVSRVDO�RI�D�VXEVWDQWLDO�SDUW�RI�WKH�EXVLQHVV���L[�

D�ZLQGLQJ�XS�SHWLWLRQ�EURXJKW�E\�DQRWKHU�FUHGLWRU¶�

��� 3ULQFLSOH� �� RI� WKH� %%$� 6WDWHPHQW� �%%$�� ������ VSHFLILHV� WKDW

DIWHU�WKH�EDQN�KDV�GHYHORSHG�µFDXVH�IRU�FRQFHUQ¶��DQ�,%5�PD\�EH

UHTXHVWHG�LI�WKH�GHEWRU�GRHV�QRW�UHFWLI\�PDWWHUV��DQG�LV�WR�EH�SDLG

IRU�E\�WKH�GHEWRU�

��� Q����DERYH�

��� $GYLVRU\�ZRUN� LV� OLPLWHG� WR� WKH�SURYLVLRQ�RI�DGYLFH�DERXW�KRZ

WKH� WXUQDURXQG� FDQ� EH� HIIHFWHG�� µ+DQGV� RQ¶� WXUQDURXQG� ZRUN

LQYROYHV� WHDPV� RI� FRQVXOWDQW� PDQDJHUV� DFWXDOO\� HIIHFWLQJ� WKH

FKDQJHV� IRU� WKH� EXVLQHVV�� )HHV� IRU� WKH� ODWWHU� DUH� FRQVLGHUDEO\

ODUJHU�

��� 6HH�HJ��+RXOGHU��µ$FW�RI�*RRGZLOO¶��)LQDQFLDO�7LPHV���2FWREHU

�����

��� µ,�SHUVRQDOO\�GRQ¶W� WKLQN� LW� >DIIHFWV�ZKHUH�EXVLQHVVHV�FKRRVH� WR

EDQN@�IRU�RQH�PLQXWH��,QGHHG��,�GRQ¶W�XQGHUVWDQG�ZK\�WKH�EDQNV

DUH�VR�VHQVLWLYH�DERXW�LW�EHFDXVH�WR�EH�KRQHVW��,�WKLQN�LI�\RX¶UH�D

VPDOO�EXVLQHVVPDQ�DQG�\RX¶UH�ORRNLQJ�IRU�PRQH\��\RX�ZLOO�JR�WR

ZKRHYHU�ZLOO�JLYH�LW�WR�\RX��<RX�VXUH�DV�KHOO�GRQ¶W�VLW�WKHUH�DQG

WKLQN��µ,�PD\�JR�EXVW� LQ�ILYH�\HDUV���ZKDW¶V�JRLQJ�WR�KDSSHQ� WR

PH"¶�<RX�ZRXOGQ¶W�JR�LQWR�EXVLQHVV�LI�\RX�WKRXJKW�WKDW�¶

��� 7KH�63,� ILJXUH� LV�DFNQRZOHGJHG� WR�EH�DW�EHVW�DQ�HVWLPDWH�HYHQ

ZLWKLQ�WKLV�VDPSOH�



��

��� QQ�������DERYH�

��� 7KLV�GHFLVLRQ�PD\�QRZ�EH�FRORXUHG�E\�WKH�GHFLVLRQ�LQ�0HGIRUWK

Y� %ODNH� �Q� ��� DERYH��� 7KH� SUHFLVH� VFRSH� DQG� FRQWHQW� RI� WKH

HTXLWDEOH�GXW\� WR� H[HUFLVH� VNLOO� DQG�FDUH� LQ� WKH�PDQDJHPHQW�RI

WKH�FRPSDQ\¶V�EXVLQHVV�LV�GLIILFXOW�WR�SUHVDJH��7KHUH�LV�DW�OHDVW�D

SRVVLELOLW\� WKDW� WRR� HQWKXVLDVWLF� DQ� DSSOLFDWLRQ� RI� WKLV� SULQFLSOH

RQ� WKH� SDUW� RI� WKH� FRXUWV� ZLOO� EH� FRXQWHU�SURGXFWLYH�� LQ� WKDW

UHFHLYHUV�ZLOO� EH�GHWHUUHG� IURP� µWUDGLQJ�RQ¶�E\� WKH�SURVSHFW�RI

HTXLWDEOH�OLDELOLW\�

��� 7H[W�WR�Q����DERYH�

��� 6HH�HJ��%RUGHQ��8.��/WG�Y�6FRWWLVK�7LPEHU�3URGXFWV�>����@�&K

����5H�3HDFKGDUW�>����@�&K������&ORXJK�0LOO�Y�0DUWLQ�>����@��

:/5������7DWXQJ��8.��/WG�Y�*DOH[�7HOHVXUH�/WG����������%&&

�����&RPSDT�&RPSXWHU�/WG�Y�$EHUFRUQ�*URXS�/WG��������%&&

����

��� ,QWHUYLHZ�����µ,W�LV�SRVVLEOH�WR�FUHDWH�VXEVWDQWLDO�EDUULHUV�IRU�WKH

>UHWHQWLRQ�RI�WLWOH@�FUHGLWRUV�±�\RX�ZULWH�DQG�DVN�WKHP�IRU�IXUWKHU

GHWDLOV�DQG�«�\RX�UHMHFW�WKH�FODLP��\RX�WDNH�D�YLHZ�RQ�ZKHWKHU

WKH\�ZLOO�FRPH�EDFN�DQG�VXH�DW�D�ODWHU�GDWH��%XW�LW¶V�VWLOO�WKH�FDVH

WKDW�«�WKH�PDMRULW\�IDLO��)RU�YDULRXV�UHDVRQV��EHFDXVH�WKH\�PDNH

HOHPHQWDU\� PLVWDNHV� LQ� QRW� W\LQJ� XS� WKHLU� WHUPV� RI� EXVLQHVV�

IDLOLQJ�WR�LGHQWLI\�WKHLU�JRRGV�DQG�VKRZLQJ�WKDW�WKHLU�JRRGV�KDYH

WR� EH� WKH� JRRGV� ZKLFK� DUH� XQSDLG¶��� 6HH� JHQHUDOO\� :KHHOHU

�������� 7KH� SUREOHP� RI� LGHQWLILFDWLRQ� ZDV� DQ� LVVXH� LQ� ,DQ

&KLVKROP��7H[WLOHV��Y�*ULIILWKV�>����@�%&&����

��� /LSH�/WG�Y�/H\ODQG�'$)�/WG�>����@�%&&�����

��� 6HH�7UDQVDJ�+DXODJH� /WG� Y� /H\ODQG�'$)� )LQDQFH� SOF� >����@

%&&� ����� 2Q� 'HPDQG� ,QIRUPDWLRQ� SOF� Y� 0LFKDHO� *HUVRQ

�)LQDQFH��SOF����0DUFK��������7KH�7LPHV����$SULO�����



��

��� KWWS���ZZZ�SDUOLDPHQW�WKH�VWDWLRQHU\�

RIILFH�FR�XN�SD�OG�������OGELOOV�������������KWP

��� ,QVROYHQF\�%LOO��FO����6FK���SDUD����LQVHUWLQJ�D�QHZ�V��$�DQG�6FK

$��LQWR�WKH�,$�������DW�SDUD�����&RPSDQLHV�$FW������V��������

$� µVPDOO¶� FRPSDQ\� LV� GHILQHG� E\� WKH� ����� $FW� DV� RQH� ZKLFK

VDWLVILHV�WZR�RU�PRUH�RI�WKH�IROORZLQJ�WKUHH�FULWHULD���L��LWV�DQQXDO

WXUQRYHU� LV�QRW�JUHDWHU� WKDW�����P�� �LL�� LWV�EDODQFH�VKHHW� WRWDO� LV

QRW�PRUH�WKDQ�����P��DQG��LLL��LW�GRHV�QRW�HPSOR\�PRUH�WKDQ���

SHUVRQV�

��� ,$�������3DUW�,�

��� ,QVROYHQF\�%LOO��FO����6FK����LQVHUWLQJ�V��$�DQG�6FK�$��LQWR�,$

������DW�SDUD�������

��� LELG�DW�SDUD�������H��

��� LELG� DW� SDUDV� ������ ���� ������� $� JHQHUDO� PHHWLQJ� RI� WKH�GHEWRU

FRPSDQ\� PXVW� DOVR� EH� FDOOHG� �LELG��� EXW� WKLV� ZLOO� EH� RI� OHVV

VLJQLILFDQFH��,I�WKH�FUHGLWRUV¶�ZLVKHV�RQ�DQ\�PDWWHU�FRQIOLFW�ZLWK

WKRVH� RI� WKH� PHPEHUV�� WKHQ� WKH� IRUPHU� SUHYDLO�� VXEMHFW� WR� WKH

FRXUW¶V�GLVFUHWLRQ�RQ�D�SHWLWLRQ�IURP�D�PHPEHU��LELG�SDUD������,W

LV� GLIILFXOW� WR� VHH� WKDW� WKLV� GLVFUHWLRQ� ZRXOG� EH� H[HUFLVHG

DQ\WKLQJ�PRUH�WKDQ�YHU\�UDUHO\�

��� 7KHUH�DUH�D�QXPEHU�RI�UHDVRQV�ZK\�D�EDQN�PLJKW�FRQFXU�LQ�WKH

QHZ�&9$�SURFHGXUH�DV�DQ�DOWHUQDWLYH�WR�UHFHLYHUVKLS��3URYLGHG

WKDW� WKH� EDQN� KDV� FRQILGHQFH� LQ� WKH� PDQDJHPHQW�� �L�� WKH

PRUDWRULXP� ZRXOG� SUHYHQW� WKH� GLIILFXOWLHV� HQFRXQWHUHG� ZLWK

UHWHQWLRQ� RI� WLWOH� FODLPDQWV�� OHDVLQJ� ILQDQFLHUV�� HWF�� LQ

UHFHLYHUVKLS��DQG��LL��WKH�UHWHQWLRQ�RI�PDQDJHPHQW�ZRXOG�UHGXFH

FRVWV� DV� FRPSDUHG� WR� H[LVWLQJ� SURFHGXUHV� ZKHUH� WKH� ILUP¶V

PDQDJHPHQW� LV� FRQGXFWHG� E\� DQ� RXWVLGH� RIILFLDO�� �LLL�� WKHUH



��

ZRXOG�EH� OHVV�DGYHUVH�SXEOLFLW\�DVVRFLDWHG�ZLWK�D�&9$�IRU� WKH

EDQN�WKDQ�ZLWK�UHFHLYHUVKLS�

��� 7KHVH�FODXVHV�ZHUH�FLUFXODWHG�SULYDWHO\� IURP�-XO\�$XJXVW�����

RQZDUGV��7KH�6HOHFW�&RPPLWWHH�ZDV�KLJKO\�FULWLFDO�RI� WKH� ODFN

RI� SXEOLF� FRQVXOWDWLRQ� DQG�3DUOLDPHQWDU\� VFUXWLQ\� GXULQJ� WKLV

SHULRG��7UDGH�DQG�,QGXVWU\�6HOHFW�&RPPLWWHH��������SDUDV������

���� ,QGHHG� WKH� &RUN� &RPPLWWHH�� SUHVHQWHG� ZLWK� D� SURSRVDO� WKDW

UHFHLYHUV� VKRXOG�� E\� VWDWXWH�� EH� XQGHU� D� GXW\� WR� KDYH� UHJDUG� WR

WKH� LQWHUHVWV� RI� DOO� FUHGLWRUV�� GLVPLVVHG� LW� DV� XQZRUNDEOH� DQG

SRWHQWLDOO\� FRXQWHU�SURGXFWLYH� �,QVROYHQF\� /DZ� 5HYLHZ

&RPPLWWHH��������SDUDV����������



),*85(



��

�� )LJXUH��

)LQDQFLDO�GLVWUHVV�

FUHGLWRU�GHFLVLRQ�WUHH

(FRQRPLF

GLVWUHVV"

<(6

HQIRUFH� EUHDN�XS VDOH

12

$UH PDQDJHPHQW

DW IDXOW"

<(6

HQIRUFH� JRLQJ�FRQFHUQ

VDOH

12

UHQHJRWLDWH ORDQ
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5HIHUHQFHV

$GOHU�� %�� (�� ������� µ)LQDQFLDO� DQG� 3ROLWLFDO� 7KHRULHV� RI� $PHULFDQ

&RUSRUDWH�%DQNUXSWF\¶�����6WDQIRUG�/DZ�5HYLHZ����

$GOHU�� %�� (�� ������� µ$� :RUOG� :LWKRXW� 'HEW¶�� ���:DVKLQJWRQ

8QLYHUVLW\�/DZ�4XDUWHUO\����

$JKLRQ�� 3��HW� DO�� ������� µ,QVROYHQF\�5HIRUP� LQ� WKH�8.��$�5HYLVHG

3URSRVDO¶�����,QVROYHQF\�/DZ�DQG�3UDFWLFH��

$UPRXU�� -�� ������� µ6HFXUHG�&UHGLW��$� 7KHRUHWLFDO� 5HYLHZ¶�� PLPHR�

&DPEULGJH

%DLUG�� '�� *�� ������� 7KH� (OHPHQWV� RI� %DQNUXSWF\�� 5HY�� HG��

)RXQGDWLRQ�3UHVV��:HVWEXU\��1<

%DLUG��'��*��DQG�-DFNVRQ��7��+���������µ)UDXGXOHQW�&RQYH\DQFH�/DZ

DQG�LWV�3URSHU�'RPDLQ¶�����9DQGHUELOW�/DZ�5HYLHZ����

%DLUG�� '�� *�� DQG� 3LFNHU�� 5�� &�� ������� µ$� 6LPSOH�1RQFRRSHUDWLYH

%DUJDLQLQJ�0RGHO�RI�&RUSRUDWH�5HRUJDQL]DWLRQV¶�����-RXUQDO�RI

/HJDO�6WXGLHV����

%DUQHD��$��HW�DO��������$JHQF\�3UREOHPV�DQG�)LQDQFLDO�&RQWUDFWLQJ�

3UHQWLFH�+DOO��(QJOHZRRG�&OLIIV��1-

%%$� �%ULWLVK� %DQNHUV� $VVRFLDWLRQ�� �������%DQNV� DQG� %XVLQHVVHV

:RUNLQJ�7RJHWKHU��%%$��/RQGRQ

%HEFKXN�� /�� $�� DQG� )ULHG�� -�� 0�� ������� µ7KH� 8QHDV\� &DVH� IRU� WKH

3ULRULW\� RI� 6HFXUHG� &ODLPV� LQ� %DQNUXSWF\¶� ���� <DOH� /DZ

-RXUQDO����

%HOFKHU��$���������&RUSRUDWH�5HVFXH��6ZHHW�	�0D[ZHOO��/RQGRQ



��

%HQYHQLVWH�� ,�� ������� µ5HFHLYHUV�� 'RXEOH� $JHQWV� RU� 6XUURJDWH

/LTXLGDWRUV"¶�$FFRXQWLQJ�DQG�%XVLQHVV�5HVHDUFK����

%ODFN�� %�� 6�� DQG� *LOVRQ�� 5�� -�� ������� µ9HQWXUH� &DSLWDO� DQG� WKH

6WUXFWXUH�RI�&DSLWDO�0DUNHWV��%DQNV�9HUVXV�6WRFN�0DUNHWV¶����

-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV����

%ODLU��0��0�� �������2ZQHUVKLS� DQG�&RQWURO�� 5HWKLQNLQJ�&RUSRUDWH

*RYHUQDQFH� IRU� WKH� 7ZHQW\�)LUVW� &HQWXU\�� %URRNLQJV�

:DVKLQJWRQ��'&

%XFNOH\�� )�� +�� ������� µ7KH� $PHULFDQ� 6WD\¶�� ��6RXWKHUQ� &DOLIRUQLD

,QWHUGLVFLSOLQDU\�/DZ�-RXUQDO����

&DUOVRQ��'�� *�� ������� µ6HFXUHG�/HQGLQJ� DV� D� =HUR�6XP�*DPH¶�� ��

&DUGR]R�/DZ�5HYLHZ�����

&KHPPDQXU�� 7�� -�� DQG� )XOJKLHUL�� 3�� ������� µ5HSXWDWLRQ�

5HQHJRWLDWLRQ�� DQG� WKH� &KRLFH� EHWZHHQ� %DQN� /RDQV� DQG

3XEOLFO\�7UDGHG�'HEW¶����5HYLHZ�RI�)LQDQFLDO�6WXGLHV����

&LWURQ��'�� %�� ������� µ)LQDQFLDO� 5DWLR�&RYHQDQWV� LQ� 8.�%DQN� /RDQ

&RQWUDFWV� DQG� $FFRXQWLQJ� 3ROLF\� &KRLFH¶�� ���$FFRXQWLQJ� DQG

%XVLQHVV�5HVHDUFK����

&RVK�� $�� DQG� +XJKHV�� $�� ������� µ6L]H�� )LQDQFLDO� 6WUXFWXUH� DQG

3URILWDELOLW\��8.�&RPSDQLHV�LQ�WKH�����V¶��LQ�$��&RVK�DQG�'��-�

6WRUH\� �HGV���)LQDQFH� DQG� WKH� 6PDOO� )LUP� 5RXWOHGJH�� /RQGRQ�

��

&RVK�� $�� DQG� +XJKHV�� $�� �����D�� µ6L]H�� $JH�� *URZWK�� %XVLQHVV

/HDGHUVKLS�DQG�%XVLQHVV�2EMHFWLYHV¶��LQ�$��&RVK�DQG�$��+XJKHV

�HGV����(QWHUSULVH�%ULWDLQ��*URZWK��,QQRYDWLRQ�DQG�3XEOLF�3ROLF\

LQ� WKH� 6PDOO� DQG� 0HGLXP�6L]HG� (QWHUSULVH� ����������� (65&

&HQWUH�IRU�%XVLQHVV�5HVHDUFK��&DPEULGJH���



��

&RVK��$��DQG�+XJKHV��$�� �����E��µ3URILWDELOLW\��)LQDQFH�� ,QYHVWPHQW

$SSUDLVDO� DQG�$FTXLVLWLRQ¶�� LQ�$�� &RVK� DQG�$��+XJKHV� �HGV���

(QWHUSULVH�%ULWDLQ��*URZWK��,QQRYDWLRQ�DQG�3XEOLF�3ROLF\�LQ�WKH

6PDOO� DQG�0HGLXP�6L]HG� (QWHUSULVH� ����������� (65&� &HQWUH

IRU�%XVLQHVV�5HVHDUFK��&DPEULGJH����

'D\�� -�� )��6�� DQG�7D\ORU��3�� -�� ������� µ(YLGHQFH�RQ� WKH�3UDFWLFHV� RI

8.�%DQNHUV�LQ�&RQWUDFWLQJ�IRU�0HGLXP�7HUP�'HEW¶����-RXUQDO

RI�,QWHUQDWLRQDO�%DQNLQJ�/DZ����

'D\��-��)��6��DQG�7D\ORU��3��-�������D��µ%DQNHUV¶�3HUVSHFWLYHV�RQ�WKH

5ROH� RI� &RYHQDQWV� LQ� 'HEW� &RQWUDFWV¶�� �� -RXUQDO� RI

,QWHUQDWLRQDO�%DQNLQJ�/DZ����

'D\�� -�� )�� 6�� DQG� 7D\ORU�� 3�� -�� �����E�� µ/RDQ� &RQWUDFWLQJ� E\� 8.

&RUSRUDWH� %RUURZHUV¶� >����@� �� -RXUQDO� RI� ,QWHUQDWLRQDO

%DQNLQJ�/DZ����

'LDPRQG�� '�� :�� ������� µ)LQDQFLDO� ,QWHUPHGLDWLRQ� DQG� 'HOHJDWHG

0RQLWRULQJ¶����5HYLHZ�RI�(FRQRPLF�6WXGLHV����

'LDPRQG�� '�� :�� ������� µ0RQLWRULQJ� DQG� 5HSXWDWLRQ�� 7KH� &KRLFH

%HWZHHQ�%DQN�/RDQV�DQG�'LUHFWO\�3ODFHG�'HEW¶�����-RXUQDO�RI

3ROLWLFDO�(FRQRP\����

'7,� �'HSDUWPHQW� RI� 7UDGH� DQG� ,QGXVWU\�� ������� µ,QVROYHQF\� 3UHVV

1RWLFH� 7DEOHV¶�� 7DEOHV� �� DQG� ��

KWWS���ZZZ�GWL�JRY�XN�VG�LQVROY�YLHZ�KWP

(DVWHUEURRN��)��+���������µ+LJK�<LHOG�'HEW�DV�DQ�,QFHQWLYH�'HYLFH¶�

���,QWHUQDWLRQDO�5HYLHZ�RI�/DZ�	�(FRQRPLFV����

(DVWHUEURRN��)��+��DQG�)LVFKHO��'��5���������7KH�(FRQRPLF�6WUXFWXUH

RI�&RUSRUDWH�/DZ��+DUYDUG�8QLYHUVLW\�3UHVV��%RVWRQ��0$



��

)LQFK�� 9�� ������� µ6HFXULW\�� ,QVROYHQF\� DQG� 5LVN�� :KR� 3D\V� WKH

3ULFH"¶�����0RGHUQ�/DZ�5HYLHZ����

)UDQNV��-��5��DQG�7RURXV��:��1���������µ/HVVRQV�)URP�D�&RPSDULVRQ

RI� 86� DQG� 8.� ,QVROYHQF\� &RGHV¶�� �����2[IRUG� 5HYLHZ� RI

(FRQRPLF�3ROLF\���

)UHHGPDQ�� -�� DQG� *RGZLQ�� 0�� ������� µ,QFRUSRUDWLQJ� WKH� 0LFUR

%XVLQHVV��3HUFHSWLRQV�DQG�0LVSHUFHSWLRQV¶��LQ�$��&RVK�DQG�'��-�

6WRUH\� �HGV���)LQDQFH�DQG� WKH�6PDOO�)LUP��5RXWOHGJH��/RQGRQ�

���

)ULVE\�� 6�� ������� µ5HFHLYHUV� DQG� WKH�&RPSDQLHV�$FW� ������ V�����$

9HU\�5HDO�$JHQF\¶����&RPSDQ\��)LQDQFLDO�DQG�,QVROYHQF\�/DZ

5HYLHZ����

)ULVE\��6���������µ0DNLQJ�D�6LON�3XUVH�RXW�RI�D�3LJ¶V�(DU��0HGIRUWK�Y

%ODNH¶�����0RGHUQ�/DZ�5HYLHZ��IRUWKFRPLQJ�

*HUWQHU��5��DQG�6FKDUIVWHLQ��'���������µ$�7KHRU\�RI�:RUNRXWV�DQG�WKH

(IIHFWV�RI�5HRUJDQL]DWLRQ�/DZ¶�����-RXUQDO�RI�)LQDQFH�����

*RRGH��5��0���������3ULQFLSOHV�RI�&RUSRUDWH�,QVROYHQF\�/DZ���
QG
�HG��

6ZHHW�	�0D[ZHOO��/RQGRQ

*ULHU�� ,�� 6�� �������9ROXQWDU\� /LTXLGDWLRQ� DQG� 5HFHLYHUVKLS�� �
UG
� HG��

/RQJPDQ��/RQGRQ

+DUW��2���������)LUPV��&RQWUDFWV�DQG�)LQDQFLDO�6WUXFWXUH��&ODUHQGRQ

3UHVV��2[IRUG

+HJH��8���������µ:RUNRXWV��&RXUW�6XSHUYLVHG�5HRUJDQL]DWLRQ�DQG�WKH

&KRLFH� EHWZHHQ� 3ULYDWH� DQG� 3XEOLF� 'HEW¶� PLPHR�� &HQW(5

�KWWS���FZLV�NXE�QO�aIHZ��FHQWHU�VWDII�KHJH�FKRLFH��SGI�



��

+RVKL��7��HW�DO� �������µ7KH�5ROH�RI�%DQNV� LQ�5HGXFLQJ� WKH�&RVWV�RI

)LQDQFLDO�'LVWUHVV�LQ�-DSDQ¶�����-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV

��

+XGVRQ�� -�� ������� µ7KH� &DVH� $JDLQVW� 6HFXUHG� /HQGLQJ¶�� ��

,QWHUQDWLRQDO�5HYLHZ�RI�/DZ�DQG�(FRQRPLFV���

,QVROYHQF\� /DZ� 5HYLHZ� &RPPLWWHH� ������� ,QVROYHQF\� /DZ� DQG

3UDFWLFH��5HSRUW�RI�WKH�5HYLHZ�&RPPLWWHH��&PQG�������+062�

/RQGRQ

,QVROYHQF\� 6HUYLFH� �������&RPSDQ\� 9ROXQWDU\� $UUDQJHPHQWV� DQG

$GPLQLVWUDWLRQ� 2UGHUV�� $� &RQVXOWDWLYH� 'RFXPHQW� +062�

/RQGRQ

,QVROYHQF\� 6HUYLFH� ������� 7KH� ,QVROYHQF\� $FW� ������ 5HYLVHG

3URSRVDOV� IRU� D� 1HZ� &RPSDQ\� 9ROXQWDU\� $UUDQJHPHQW

3URFHGXUH��$�&RQVXOWDWLYH�'RFXPHQW��+062��/RQGRQ

,QVROYHQF\� 6HUYLFH� ������� $� 5HYLHZ� RI� &RPSDQ\� 5HVFXH� DQG

%XVLQHVV�5HFRQVWUXFWLRQ�0HFKDQLVPV��762��/RQGRQ

,QWHUYLHZV��VHH�$SSHQGL[�DQG�7DEOH��

-DFNVRQ�� 7�� +�� ������� µ%DQNUXSWF\�� 1RQ�%DQNUXSWF\� (QWLWOHPHQWV�

DQG�WKH�&UHGLWRUV¶�%DUJDLQ¶�����<DOH�/DZ�-RXUQDO����

-DFNVRQ�� 7��+�� DQG�.URQPDQ��$�� 7�� ������� µ6HFXUHG� )LQDQFLQJ� DQG

3ULRULWLHV�$PRQJ�&UHGLWRUV¶�����<DOH�/DZ�-RXUQDO�����

-HQVHQ��0��&�� ������� µ$JHQF\�&RVWV� RI� )UHH�&DVK� )ORZ��&RUSRUDWH

)LQDQFH� DQG� 7DNHRYHUV¶�� ��� $PHULFDQ� (FRQRPLF� 5HYLHZ

�3DSHUV�DQG�3URFHHGLQJV�����



��

-HQVHQ�� 0�� &�� DQG�0HFNOLQJ�� :�� +�� ������� µ7KHRU\� RI� WKH� )LUP�

0DQDJHULDO�%HKDYLRXU��$JHQF\�&RVWV�DQG�2ZQHUVKLS�6WUXFWXUH¶�

��-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV����

/HYPRUH�� 6�� ������� µ0RQLWRUV� DQG�)UHHULGHUV� LQ� &RPPHUFLDO� DQG

&RUSRUDWH�6HWWLQJV¶�����<DOH�/DZ�-RXUQDO���

/R3XFNL�� /�� 0�� ������� µ7KH� 8QVHFXUHG� &UHGLWRU¶V� %DUJDLQ¶�� ��

9LUJLQLD�/DZ�5HYLHZ�����

0DQQ��5�� -�� ������� µ([SODLQLQJ� WKH� 3DWWHUQ� RI� 6HFXUHG�&UHGLW¶�� ���

+DUYDUG�/DZ�5HYLHZ����

0HJJLQVRQ�� :�� /�� ������� &RUSRUDWH� )LQDQFH� 7KHRU\�� $GGLVRQ�

:HVOH\��5HDGLQJ��0$

0LOPDQ�� '�� DQG� 0RQG�� '�� (�� 0�� ������� 6HFXULW\� DQG� &RUSRUDWH

5HVFXH��+RGJVRQV�&KDUWHUHG�$FFRXQWDQWV��0DQFKHVWHU

0\HUV�� 6�� &�� ������� µ'HWHUPLQDQWV� RI� &RUSRUDWH� %RUURZLQJ¶�� �

-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV����

2GLWDK�� )�� ������� µ)LQDQFLQJ� 7UDGH� &UHGLW�� :HOVK� 'HYHORSPHQW

$JHQF\�Y�([ILQFR¶��-RXUQDO�RI�%XVLQHVV�/DZ����

3LFNHU��5��&���������µ6HFXULW\�,QWHUHVWV��0LVEHKDYLRXU��DQG�&RPPRQ

3RROV¶����8QLYHUVLW\�RI�&KLFDJR�/DZ�5HYLHZ����

5DVPXVVHQ�� 5�� .�� ������� µ'HEWRU¶V� &KRLFH�� $� 0HQX� $SSURDFK� WR

&RUSRUDWH�%DQNUXSWF\¶�����7H[DV�/DZ�5HYLHZ���

5H\QROGV�� )��0��%�� �������%RZVWHDG� DQG�5H\QROGV� RQ�$JHQF\�� ��
WK

HG��6ZHHW�	�0D[ZHOO��/RQGRQ

5RH��0�� -�� ������� µ7KH� 9RWLQJ� 3URKLELWLRQ� LQ� %RQG�:RUNRXWV¶�� ��

<DOH�/DZ�-RXUQDO����



��

6FKZDUW]��$�� �������µ6HFXULW\�,QWHUHVWV�DQG�%DQNUXSWF\�3ULRULWLHV��$

5HYLHZ�RI�&XUUHQW�7KHRULHV¶�����-RXUQDO�RI�/HJDO�6WXGLHV��

6FKZDUW]�� $�� ������� µ$� 7KHRU\� RI� /RDQ� 3ULRULWLHV¶�� ���-RXUQDO� RI

/HJDO�6WXGLHV����

6FKZDUW]��$�������D��µ&RQWUDFWLQJ�$ERXW�%DQNUXSWF\¶�����-RXUQDO�RI

/DZ�(FRQRPLFV�DQG�2UJDQLVDWLRQ����

6FKZDUW]��$�������E��µ3ULRULW\�&RQWUDFWV�DQG�3ULRULW\�LQ�%DQNUXSWF\¶�

���&RUQHOO�/DZ�5HYLHZ�����

6FRWW��-��+���-U��������µ%DQNUXSWF\��6HFXUHG�'HEW�DQG�2SWLPDO�&DSLWDO

6WUXFWXUH¶�����-RXUQDO�RI�)LQDQFH��

6FRWW��5��(�� ������� µ$�5HODWLRQDO�7KHRU\�RI�6HFXUHG�)LQDQFLQJ¶�� ��

&ROXPELD�/DZ�5HYLHZ����

6FRWW��5��(�� ������� µ7KH�7UXWK�$ERXW�6HFXUHG�/HQGLQJ¶�� ���&RUQHOO

/DZ�5HYLHZ�����

6HDO\�� /�� 6�� ������� µ'LUHFWRUV¶� ³:LGHU´� 5HVSRQVLELOLWLHV²3UREOHPV

&RQFHSWXDO��3UDFWLFDO�DQG�3URFHGXUDO¶�����0RQDVK�/DZ�5HYLHZ

���

6KOHLIHU��$�� DQG�9LVKQ\��5��:�� ������� µ/LTXLGDWLRQ�9DOXH� DQG�'HEW

&DSDFLW\�� $� 0DUNHW� (TXLOLEULXP� $SSURDFK¶�� ��� -RXUQDO� RI

)LQDQFH��

6KOHLIHU�� $�� DQG� 9LVKQ\�� 5�� :�� ������� µ$� 6XUYH\� RI� &RUSRUDWH

*RYHUQDQFH¶�����-RXUQDO�RI�)LQDQFH����

6PLWK��������µ,QWHQVLYH�&DUH¶��,QVROYHQF\�3UDFWLWLRQHU��0D\



��

6PLWK��&��:��DQG�:DUQHU�� -��%�� �����D��� µ2Q�)LQDQFLDO�&RQWUDFWLQJ�

$Q� $QDO\VLV� RI� %RQG� &RYHQDQWV¶�� �� -RXUQDO� RI� )LQDQFLDO

(FRQRPLFV����

6PLWK��&��:��DQG�:DUQHU��-��%�������E��µ%DQNUXSWF\��6HFXUHG�'HEW�

DQG� 2SWLPDO� &DSLWDO� 6WUXFWXUH�� &RPPHQW¶�� ��� -RXUQDO� RI

)LQDQFH����

63,��6RFLHW\�RI�3UDFWLWLRQHUV�RI� ,QVROYHQF\�� �������6L[WK�63,�6XUYH\

RI�&RPSDQ\�,QVROYHQF\�LQ�WKH�8.��63,��/RQGRQ

63,��6RFLHW\�RI�3UDFWLWLRQHUV�RI�,QVROYHQF\���������(LJKWK�63,�6XUYH\

RI�&RPSDQ\�,QVROYHQF\�LQ�WKH�8QLWHG�.LQJGRP��63,��/RQGRQ

7UDGH� DQG� ,QGXVWU\� 6HOHFW� &RPPLWWHH� �������6HFRQG� 5HSRUW� �����

�����6HVVLRQ��'UDIW�,QVROYHQF\�%LOO��+&������762��/RQGRQ

7ULDQWLV��*��*�� �������µ6HFXUHG�'HEW�8QGHU�&RQGLWLRQV�RI� ,PSHUIHFW

,QIRUPDWLRQ¶����-RXUQDO�RI�/HJDO�6WXGLHV����

7ULDQWLV�� *�� *�� ������� µ$� )UHH�&DVK�)ORZ� 7KHRU\� RI� 6HFXUHG� 'HEW

DQG�&UHGLWRU�3ULRULWLHV¶����9LUJLQLD�/DZ�5HYLHZ�����

7ULDQWLV��*��*���������µ'HEW�)LQDQFLQJ�DQG�0RWLYDWLRQ¶�����8QLYHUVLW\

RI�5LFKPRQG�/DZ�5HYLHZ�����

7ULDQWLV�� *�� *�� DQG� 'DQLHOV�� 5�� -�� ������� µ7KH� 5ROH� RI� 'HEW� LQ

,QWHUDFWLYH� &RUSRUDWH� *RYHUQDQFH¶�� ���&DOLIRUQLD� /DZ� 5HYLHZ

����

:HEE�� '�� &�� ������� µ$Q� (FRQRPLF� (YDOXDWLRQ� RI� ,QVROYHQF\

3URFHGXUHV� LQ� WKH�8QLWHG�.LQJGRP��'RHV� WKH� ����� ,QVROYHQF\

$FW� 6DWLVI\� WKH� &UHGLWRUV¶� %DUJDLQ"¶�� ���2[IRUG� (FRQRPLF

3DSHUV����



��

:KHHOHU�� 6�� ������� 5HVHUYDWLRQ� RI� 7LWOH� &ODXVHV�� ,PSDFW� DQG

,PSOLFDWLRQV�2[IRUG�8QLYHUVLW\�3UHVV��2[IRUG

:KLWH��0��-���������µ7KH�&RUSRUDWH�%DQNUXSWF\�'HFLVLRQ¶����-RXUQDO

RI�(FRQRPLF�3HUVSHFWLYHV����

:KLWH�� 0�� -�� ������� µ7KH� &RVWV� RI� &RUSRUDWH� %DQNUXSWF\�� $� 86�

(XURSHDQ�&RPSDULVRQ¶��LQ�-�6��%KDQGDUL�DQG�/�$��:HLVV��HGV���

&RUSRUDWH�%DQNUXSWF\��/HJDO�DQG�(FRQRPLF�3HUVSHFWLYHV��&83�

&DPEULGJH�����

:UXFN�� .�� +�� ������� µ)LQDQFLDO� 'LVWUHVV�� 5HRUJDQL]DWLRQ�� DQG

2UJDQL]DWLRQDO� (IILFLHQF\¶� ���-RXUQDO� RI� )LQDQFLDO� (FRQRPLFV

���



$33(1',;



��

$SSHQGL[��(PSLULFDO�0HWKRGRORJ\

7KH� LQWHUYLHZV� ZKLFK� SURYLGHG� WKH� HPSLULFDO� GDWD� UHSRUWHG� LQ� WKLV

SDSHU� DUH� GUDZQ� IURP� WZR� VHSDUDWH� LQYHVWLJDWLRQV��)ULVE\� FRQGXFWHG

QLQH� LQWHUYLHZV� ZLWK� SUDFWLVLQJ� DGPLQLVWUDWLYH� UHFHLYHUV� ZRUNLQJ� LQ

WKH�(DVW�0LGODQGV��$V�SDUW�RI�D�GLIIHUHQW�VWXG\��$UPRXU�FRQGXFWHG���

LQWHUYLHZV� ZLWK� SURIHVVLRQDOV� LQYROYHG� LQ� GHDOLQJ� ZLWK� ILQDQFLDOO\

GLVWUHVVHG�FRPSDQLHV��2I�WKHVH�����KDG�H[SHULHQFH�RI�WKH�RSHUDWLRQ�RI

DGPLQLVWUDWLYH� UHFHLYHUVKLSV�� DQG� WKH� LQWHUYLHZV� WKHUHIRUH� SURYLGHG

GDWD�ZKLFK�ZHUH�JHUPDQH� WR� WKLV�SDSHU¶V� HQTXLU\�� ,Q�ERWK� FDVHV�� WKH

SXUSRVH� RI� WKH� LQWHUYLHZV� ZDV� WR� HQKDQFH� XQGHUVWDQGLQJ� RI� WKH

SUDFWLFDO� RSHUDWLRQ� RI� FRUSRUDWH� LQVROYHQF\� ODZ�� DQG� WKH� FRQWH[W� RI

ILQDQFLDOO\�GLVWUHVVHG�FRPSDQLHV�LQ�ZKLFK�LW�RSHUDWHV��7KH�µVQRZEDOO¶

WHFKQLTXH� �VHH� :KHHOHU�� ������ ZDV� XVHG� WR� LGHQWLI\� DQG� VHOHFW

LQWHUYLHZHHV�� RQ� WKH� EDVLV� WKDW� �L�� LW� JUHDWO\� IDFLOLWDWHG� DSSURDFK� WR

LQWHUYLHZHHV�� �LL�� WKH� GDWD� EHLQJ� VRXJKW� ZHUH� QHFHVVDULO\� RI� D

VXEMHFWLYH� QDWXUH�� ,QWHUYLHZV� ZHUH� VWUXFWXUHG� LQ� DQ� RSHQ�HQGHG

IDVKLRQ�� ZLWK� WKH� REMHFWLYH� EHLQJ� WR� GUDZ� RXW� WKH� LQWHUYLHZHH¶V

SHUFHSWLRQV� RI� WKH� SUDFWLFHV� RI� SURIHVVLRQDOV� LQ� UHODWLRQ� WR� WURXEOHG

FRPSDQLHV�� ,Q� PRVW� FDVHV�� WKH� LQWHUYLHZV� ZHUH� WDSH� UHFRUGHG� DQG

VXEVHTXHQWO\� WUDQVFULEHG�� ,Q� VL[� FDVHV�� WKH� LQWHUYLHZ� ZDV� QRW� WDSH

UHFRUGHG�� DV� D� UHVXOW� YDULRXVO\� RI� LQWHUYLHZHH� UHTXHVWV� DQG� WDSH

UHFRUGHU�IDLOXUH��,Q�WKHVH�FDVHV��QRWHV�ZHUH�WDNHQ�GXULQJ�WKH�LQWHUYLHZ�

7KH� QDPHV� DQG� VSHFLILF� GHWDLOV� RI� WKH� LQWHUYLHZHHV� KDYH� QRW� EHHQ

GLVFORVHG�IRU�UHDVRQV�RI�FRQILGHQWLDOLW\�



��

7DEOH�����,QWHUYLHZHH�'HWDLOV

,QWHUYLHZ

1XPEHU

'DWH 3URIHVVLRQ *HRJUDSKLF

/RFDWLRQ

([SHUWLVH 7UDQVFULSW

��
�
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�������� �$FFRXQWDQW (�0LGODQGV ��DFG��DFG <
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�������� �$FFRXQWDQW :�0LGODQGV ��DF��DF <

��
�

�������� �$FFRXQWDQW (�0LGODQGV ��DF��DF <

��
�

�������� �$FFRXQWDQW (�0LGODQGV ��DF���DF <

��
�

�������� �$FFRXQWDQW :�0LGODQGV ��DF��DF <

���
�

�������� $FFRXQWDQW /RQGRQ ��F��FG <

���
�

�������� $FFRXQWDQW /RQGRQ �E��EF <

���
�

�������� $FFRXQWDQW /RQGRQ �DE��EF 1

���
�

�������� $FFRXQWDQW 1RUWK ��F��FG <

���
�

�������� $FFRXQWDQW /RQGRQ ��EF��F <

���
�

�������� $FFRXQWDQW /RQGRQ �DE��EF <

���
�

�������� $FFRXQWDQW 1RUWK ��F��F <

���
�

�������� $FFRXQWDQW /RQGRQ ��F��F <

���
�

�������� /DZ\HU /RQGRQ �E��EF <

���
�

�������� /DZ\HU /RQGRQ���6: �E��EF��F <

���
�

�������� /DZ\HU (�0LGODQGV ��FG <

���
�

�������� /DZ\HU /RQGRQ���1 ��EF��F 1

���
�

�������� /DZ\HU /RQGRQ �E��EF 1

���
�

�������� %DQNHU /RQGRQ �E��EF 1

���
�

�������� %DQNHU /RQGRQ ��EF��F 1

���
�

�������� %DQNHU /RQGRQ �E��EF��F <

���
�

�������� %DQNHU /RQGRQ ��EF 1

([SHUWLVH�FRGHV

1XPHULFDO��VL]H�RI�ILUPV��� ��,QWHUQDWLRQDO����/DUJH�GRPHVWLF����60(

$OSKDEHWLFDO��W\SH�RI�ZRUN�� D�7XUQDURXQG�FRQVXOWLQJ��E�'HEW�UHVWUXFWXULQJ�

F�5HFHLYHUVKLS���$GPLQLVWUDWLRQ��G�/LTXLGDWLRQ


