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VWDEOHFRLQ´�DUUDQJHPHQWV�
�
/DGLHV�DQG�*HQWOHPHQ��
�
&LUFOH�,QWHUQHW�)LQDQFLDO�,QF���³&LUFOH´��DQG�&RLQEDVH��,QF���³&RLQEDVH´��ZHOFRPHV�WKH�
RSSRUWXQLW\�WR�FRPPHQW�RQ�WKH�&RQVXOWDWLYH�'RFXPHQW�SUHSDUHG�E\�WKH�)LQDQFLDO�6WDELOLW\�%RDUG�
�³)6%´��HQWLWOHG�³$GGUHVVLQJ�WKH�UHJXODWRU\��VXSHUYLVRU\�DQG�RYHUVLJKW�FKDOOHQJHV�UDLVHG�E\�
µJOREDO�VWDEOHFRLQ¶�DUUDQJHPHQWV´��³&RQVXOWDWLYH�'RFXPHQW´���:H�DOVR�DSSUHFLDWH�WKH�DFWLYH�
HQJDJHPHQW�RI�WKH�)6%�LQ�WKH�RQJRLQJ�GLVFXVVLRQV�DPRQJ�GLJLWDO�DVVHW�VHUYLFHV�SURYLGHUV��
RWKHU�ILQDQFLDO�LQVWLWXWLRQV�DQG�LQGXVWU\�JURXSV�RQ�WKLV�WRSLF�DQG�KRSH�WKDW�RXU�YLHZV�ZLOO�EH�
WDNHQ�LQWR�FRQVLGHUDWLRQ�LQ�FUDIWLQJ�DSSURSULDWH�UHJXODWRU\�DSSURDFKHV�ZLWKLQ�MXULVGLFWLRQV�DQG�
LQWHUQDWLRQDOO\�RQ�JOREDO�VWDEOHFRLQ��³*6&´��DUUDQJHPHQWV�� �
�
,QWURGXFWLRQ�
�
&LUFOH�LV�D�JOREDO�ILQDQFLDO�WHFKQRORJ\�ILUP�WKDW�HQDEOHV�EXVLQHVVHV�RI�DOO�VL]HV�WR�KDUQHVV�WKH�
SRZHU�RI�VWDEOHFRLQV�DQG�SXEOLF�EORFNFKDLQV�IRU�SD\PHQWV�DQG�FRPPHUFH�ZRUOGZLGH���&LUFOH�
PDLQWDLQV�PRQH\�WUDQVPLWWHU�RU�VLPLODU�OLFHQVHV�LQ����VWDWHV��DQ�(�0RQH\�,VVXHU�OLFHQVH�LQ�WKH�
8QLWHG�.LQJGRP�DQG�DFWLYH�WKURXJKRXW�WKH�(($��DQG�D�&ODVV�)��³)XOO´��GLJLWDO�DVVHW�EXVLQHVV�
OLFHQVH�LQ�%HUPXGD��&LUFOH�ZDV�WKH�ILUVW�FRPSDQ\�LQ�WKH�ZRUOG�WR�UHFHLYH�D�YLUWXDO�FXUUHQF\�
%LW/LFHQVH�IURP�1HZ�<RUN�6WDWH�DQG�WKH�ILUVW�GLJLWDO�FXUUHQF\�FRPSDQ\�DZDUGHG�DQ�(�0RQH\�
,VVXHU�OLFHQVH�IURP�WKH�8�.���
�
)RXQGHG�LQ�������&RLQEDVH�LV�D�IXOO\�OLFHQVHG�DQG�UHJXODWHG�PRQH\�VHUYLFHV�EXVLQHVV�LQ�WKH�
8QLWHG�6WDWHV��ZLWK�RIILFHV�LQ�-DSDQ��6LQJDSRUH��WKH�8QLWHG�.LQJGRP��DQG�,UHODQG��&RLQEDVH�
RIIHUV�SURGXFWV�DQG�VHUYLFHV�WR�EX\��VHOO��DQG�PDQDJH�GLJLWDO�DVVHWV�IRU�PRUH�WKDQ����PLOOLRQ�
LQGLYLGXDO�LQYHVWRUV��DFWLYH�WUDGHUV��EXVLQHVVHV��DQG�LQVWLWXWLRQV�LQ�RYHU�����FRXQWULHV�LQ�WKH�
ZRUOG�WUDGLQJ�RYHU������ELOOLRQ�ZRUWK�RI�DVVHWV��&RLQEDVH�LV�D�QDWLRQDOO\�UHJXODWHG�GLJLWDO�DVVHW�
H[FKDQJH�LQ�WKH�8QLWHG�6WDWHV��DQG�PDLQWDLQV�PRQH\�WUDQVPLWWHU�RU�VLPLODU�OLFHQVHV�LQ����VWDWHV�
DQG�WZR�WHUULWRULHV��LQFOXGLQJ�ERWK�WKH�%LW/LFHQVH�DQG�D�OLPLWHG�SXUSRVH�WUXVW�FRPSDQ\�FKDUWHU�LQ�

�



1HZ�<RUN�6WDWH��,QWHUQDWLRQDOO\��&RLQEDVH�LV�DXWKRUL]HG�DV�DQ�(OHFWURQLF�0RQH\�,QVWLWXWLRQ�E\�
WKH�)LQDQFLDO�&RQGXFW�$XWKRULW\�LQ�WKH�8QLWHG�.LQJGRP�DQG�&HQWUDO�%DQN�RI�,UHODQG��
�
,Q�������&LUFOH�DQG�&RLQEDVH�SLRQHHUHG�WKH�LQWURGXFWLRQ�DQG�ODXQFK�RI�D�FRQVRUWLXP�DQG�VHW�RI�
WHFKQRORJ\�DQG�SROLF\�VWDQGDUGV�IRU�JOREDO�VWDEOHFRLQV��WKH�&HQWUH�&RQVRUWLXP��³&HQWUH´���
&HQWUH�LV�D�PHPEHU�EDVHG�FRQVRUWLXP�RI�ILQDQFLDO�LQVWLWXWLRQV�WKDW�SURYLGHV�DQ�RSHQ�VRXUFH�
WHFKQRORJ\��FRPSOLDQFH�DQG�SROLF\�IUDPHZRUN�IRU�IXOO�UHVHUYH�DVVHW�EDFNHG�VWDEOHFRLQV�EDVHG�
RQ�PDMRU�ILDW�FXUUHQFLHV���&HQWUH�&RQVRUWLXP�DQG�LWV�PHPEHUV�KDYH�LQWURGXFHG�WKH�IDVWHVW�
JURZLQJ�FRPSOLDQW�DQG�IXOO\�UHVHUYHG�86�'ROODU�VWDEOHFRLQ��86'&���+XQGUHGV�RI�ILQWHFK�
FRPSDQLHV�QRZ�VXSSRUW�86'&�LQ�WKHLU�SURGXFWV�DQG�VHUYLFHV��LQFOXGLQJ�GLJLWDO�ZDOOHWV��
H[FKDQJHV��FXVWRGLDO�VHUYLFHV��VDYLQJV�DQG�OHQGLQJ�SURGXFWV��JDPHV�DQG�RWKHU�SD\PHQWV�DQG�
ILQDQFH�DSSOLFDWLRQV���:LWK�RYHU�����%�86'&�LVVXHG�WR�GDWH��86'&�KDV�VHHQ�RYHU����%�LQ�
WUDQVDFWLRQ�YROXPH�DQG�VHWWOHPHQWV�RQ�SXEOLF�EORFNFKDLQV���,Q�UHFHQW�PRQWKV��GXH�WR�LQFUHDVLQJ�
JOREDO�GHPDQG�IRU�GLJLWDO�GROODUV��86'&�KDV�H[SHULHQFHG�VLJQLILFDQW�JURZWK��ZLWK�D�����
LQFUHDVH�LQ�86'&�LQ�FLUFXODWLRQ�IURP�SUH�SDQGHPLF�OHYHOV��
�
&RPPHQWV�
�
7KH�&RQVXOWDWLYH�'RFXPHQW��L��PDSV�WKH�YXOQHUDELOLWLHV�DULVLQJ�IURP�YDULRXV�VWDEOHFRLQ�IXQFWLRQV�
DQG�DFWLYLWLHV�DJDLQVW�WKH�UHOHYDQW�UHJXODWRU\�DXWKRULWLHV��WRROV�DQG�LQWHUQDWLRQDO�VWDQGDUGV���LL��
DQDO\VHV�SRWHQWLDO�ULVNV�WR�ILQDQFLDO�VWDELOLW\�DULVLQJ�IURP�VWDEOHFRLQ�DUUDQJHPHQWV��DQG��LLL��
RXWOLQHV�WHQ�KLJK�OHYHO�UHFRPPHQGDWLRQV�WR�DGYDQFH�FRQVLVWHQW�DQG�HIIHFWLYH�UHJXODWLRQ��
VXSHUYLVLRQ�DQG�RYHUVLJKW�RI�*6&�DUUDQJHPHQWV�DV�ZHOO�DV�HIIHFWLYH�FURVV�ERUGHU�FRRSHUDWLRQ�
DQG�LQIRUPDWLRQ�VKDULQJ���7KH�&RQVXOWDWLYH�'RFXPHQW�SRVHV�WZHOYH�TXHVWLRQV�DQG�LQYLWHV�
FRPPHQWV�WR�LWV�DQDO\VHV�DQG�UHFRPPHQGDWLRQV���2XU�UHVSRQVH�DGGUHVVHV�HDFK�TXHVWLRQ��
�

�� 'R�\RX�DJUHH�ZLWK�WKH�DQDO\VLV�RI�WKH�FKDUDFWHULVWLFV�RI�VWDEOHFRLQV�WKDW�
GLVWLQJXLVK�WKHP�IURP�RWKHU�FU\SWR�DVVHWV"�
�
6WDEOHFRLQV�UHSUHVHQW�D�PDMRU�RSSRUWXQLW\�IRU�LQQRYDWLRQ�LQ�SD\PHQWV�DQG�GLJLWDO�
FRPPHUFH�JOREDOO\���*OREDO�VWDEOHFRLQV��HVSHFLDOO\�WKRVH�EDFNHG�E\�UHVHUYH�FXUUHQFLHV�
RU�RWKHU�VWDEOH�FHQWUDO�EDQN�PRQH\��DQG�LVVXHG�E\�UHJXODWHG�DQG�OLFHQVHG�ILQDQFLDO�
LQVWLWXWLRQV�DQG�GLJLWDO�SD\PHQWV�LQWHUPHGLDULHV��DUH�OD\LQJ�WKH�IRXQGDWLRQ�IRU�
SURJUDPPDEOH�PRQH\�DQG�D�PRUH�HIILFLHQW��JOREDO�DQG�LQFOXVLYH�ILQDQFLDO�V\VWHP��
�
:H�DJUHH�WKDW�WKH�)6%�KDV�LGHQWLILHG�WKH�NH\�FKDUDFWHULVWLFV�WKDW�GLVWLQJXLVK�VWDEOHFRLQV�
IURP�RWKHU�FU\SWR�DVVHWV���:H�IHHO�WKH�PRVW�FULWLFDO�GLIIHUHQWLDWRUV�DUH�WKH�H[LVWHQFH�RI�
VWDELOL]DWLRQ�PHFKDQLVPV��ZKLFK�IRU�H[DPSOH�PD\�LQFOXGH�WKH�ULJKWV�WR�IXOO\�UHVHUYHG�
DVVHWV��DQG�WKH�IXQFWLRQV�RI�LVVXDQFH��UHGHPSWLRQ�DQG�VWDELOLVDWLRQ�RI�YDOXH��LQFOXGLQJ�
LPSRUWDQWO\�KRZ�WKH�UHVHUYH�LV�PDQDJHG��
�
:H�DOVR�DJUHH�WKDW�WKH�)6%�KDV�LGHQWLILHG�WKDW�WKH�SRWHQWLDO�UHDFK�DQG�DGRSWLRQ�DFURVV�
PXOWLSOH�MXULVGLFWLRQV�GLIIHUHQWLDWH�*6&V�IURP�RWKHU�VWDEOHFRLQV���:H�KLJKOLJKW�WKH�

��



IROORZLQJ�NH\�FKDUDFWHULVWLFV�DQG�GLIIHUHQWLDWRUV�RI�*6&V�IURP�RWKHU�VWDEOHFRLQV�ZKHQ�LW�
FRPHV�WR�SRWHQWLDO�UHDFK�DQG�DGRSWLRQ��
�

Ɣ 7KH�VWUHQJWKV�RI�WKH�FKDUDFWHULVWLFV�RI�WKH�*6&�DUUDQJHPHQW���SOHDVH�VHH�RXU�
UHVSRQVH�WR�TXHVWLRQ���EHORZ���
�

Ɣ 7KH�VWDELOLW\�RI�WKH�EDFNLQJ�DVVHW����%DFNHG�VWDEOHFRLQV�DUH�VXEMHFW�WR�WKH�VDPH�
YRODWLOLW\�DQG�ULVN�DVVRFLDWHG�ZLWK�WKH�EDFNLQJ�DVVHW��VR�IRU�H[DPSOH�*6&V�
EDFNHG�ZLWK�UHVHUYH�FXUUHQFLHV��H�J���86�GROODU��RU�RWKHU�WUXVWHG�DQG�ZLGHO\�XVHG�
JOREDO�FXUUHQFLHV�PD[LPL]H�SRWHQWLDO�UHDFK�DQG�DGRSWLRQ�� �
�

Ɣ 7KH�DFFHVVLELOLW\�WR�SXUFKDVH�DQG�UHGHHP����*6&V�ZLWK�ORZHU�SXUFKDVH�DQG�
UHGHPSWLRQ�WKUHVKROGV�FOHDUO\�EURDGHQ�UHDFK�DQG�DGRSWLRQ�ZKHWKHU�WKH�*6&�LV�
XVHG�SULPDULO\�DV�D�PHDQV�RI�SD\PHQW�RU�VWRUH�RI�YDOXH���,Q�DGGLWLRQ��WKH�
DYDLODELOLW\�RI�PXOWLSOH�RQ�UDPSV��H�J���FUHGLW�FDUGV��GHELW�FDUGV��$&+��6:,)7�
ZLUHV��HWF���LQFUHDVHV�DFFHVVLELOLW\�DQG�XWLOL]DWLRQ��
�

Ɣ 7KH�GHPRQVWUDWHG�ZLGHVSUHDG�XWLOL]DWLRQ�RI�*6&V�DFURVV��QRW�RQO\�PXOWLSOH�
MXULVGLFWLRQV��EXW�DOVR�QXPHURXV�LQGXVWU\�VHFWRUV����'LJLWDO�FXUUHQF\�RQ�WKH�
SXEOLF�QHWZRUN�RI�WKH�LQWHUQHW�KDV�WKH�SRWHQWLDO�WR�PDNH�WKH�PRYHPHQW�RI�YDOXH�D�
XELTXLWRXV�IUHH�VHUYLFH�WKH�VDPH�ZD\�WKDW�WKH�RQOLQH�GDWD�H[FKDQJH�RI�FRQWHQW�LV�
WRGD\��)LQDQFLDO�WHFKQRORJ\�FRPSDQLHV�VXFK�DV�&LUFOH�H[SDQG�UHDFK�DQG�
DGRSWLRQ�E\�SURYLGLQJ�SODWIRUP�VHUYLFHV�WR�EXVLQHVVHV�WKDW�DOORZ�WKHP�WR�LQWHJUDWH�
VWDEOHFRLQV�LQWR�WKHLU�RZQ�DSSOLFDWLRQV�DQG�FXVWRPHU�H[SHULHQFHV���5HDO�ZRUOG�
³SD\UROO�FRPSHQVDWLRQ´�XVH�FDVHV�LQFOXGH�D�JOREDO�FRQVXOWLQJ�ILUP�WKDW�SD\V�
UHPRWH�EDVHG�FRQVXOWDQWV�LQ�GLJLWDO�GROODUV��VXSSRUWHG�E\�GLJLWDO�ZDOOHWV��DYRLGLQJ�
FXUUHQF\�H[FKDQJH�UDWHV�DQG�FRVWO\�EDQN�WUDQVIHU�IHHV��DQG�DQRWKHU�ILUP�WKDW�
SD\V�LWV�FDOO�FHQWHU�ODERU�IRUFH�LQ�QHDU�³UHDO�WLPH´�PLFURSD\PHQWV��DV�WKH�
HPSOR\HH�SHUIRUPV�DQG�HDUQV�WKRVH�ZDJHV���&RPPRQ�XVH�FDVHV�DERXQG�LQ�
RWKHU�DUHDV��IRUHLJQ�UHPLWWDQFHV��VXSSO\�FKDLQ��RQOLQH�PDUNHWSODFHV��'93�
VHWWOHPHQW��DQG�SHHU�WR�SHHU�SD\PHQWV�DUH�DPRQJ�WKH�PRVW�ZHOO�NQRZQ���7KH�
ZLGHVSUHDG�XWLOL]DWLRQ�RI�D�VWDEOHFRLQ�DFURVV�PXOWLSOH�LQGXVWU\�VHFWRUV�VKRXOG�EH�
FRQVLGHUHG�D�NH\�GHILQHU�RI�D�*6&�FRPSDUHG�WR�RWKHU�VWDEOHFRLQV�ZLWK�QDUURZ�
XVH�FDVHV�RU�LQ�QLFKH�PDUNHWV��IRU�H[DPSOH��VWDEOHFRLQV�ZLWK�ODUJH�PDUNHW�FDSV�
EXW�ZKRVH�SULPDU\�XVH�LV�WR�VXSSRUW�WUDGLQJ�SDLUV�RQ�D�FU\SWR�H[FKDQJH��� �

�
Ɣ 7KH�OLTXLGLW\�RI�WKH�*6&����7KH�PDUNHW�FDSLWDOL]DWLRQ�DQG�FLUFXODWLQJ�VXSSO\�RI�D�

VWDEOHFRLQ��UHODWLYH�WR�RWKHU�VWDEOHFRLQV��DUH�NH\�LQGLFDWRUV�RI�D�*6&¶V�UHDFK�DQG�
DGRSWLRQ���5HDGLO\�DYDLODEOH�DQG�VWUDLJKWIRUZDUG�PHFKDQLVPV�IRU�LQGLYLGXDOV�DQG�
EXVLQHVVHV�WR�FRQYHUW�WR�DQG�IURP�WKH�VWDEOHFRLQ�RQ�D�����EDVLV�DUH�DOVR�
LPSRUWDQW�WR�WKHLU�OLTXLGLW\��
�
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Ɣ 7KH�QDWXUH�RI�WKH�VWDELOL]DWLRQ�PHFKDQLVP����$VVHW�EDFNHG�VWDEOHFRLQV�WKDW�DUH�
UHGHHPDEOH�LQ�ILDW�PRQH\�RU�HYHQ�FRPPRGLWLHV�PD\�KDYH�JUHDWHU�SRWHQWLDO�UHDFK�
DQG�DGRSWLRQ�WKDQ�VHLJQLRUDJH�VW\OHG��QRW�EDFNHG��DOJRULWKPLF�VWDEOHFRLQV���7KH�
DVVHW�EDFNHG�*6&�LV��LQ�WKH�PLQG�RI�WKH�XVHU��FRPSDUDEOH�DQG�RU�D�VXEVWLWXWH�WR�
WKH�IDPLOLDU�EDFNLQJ�DVVHW��VR�XWLOL]DWLRQ�GRHV�QRW�UHTXLUH�D�ELJ�LQWHOOHFWXDO�MXPS��
3XUFKDVH�DQG�UHGHPSWLRQ�DUH�VWUDLJKWIRUZDUG��$OJRULWKPLF�VWDEOHFRLQV��RQ�WKH�
RWKHU�KDQG��GR�QRW�RIIHU�WKH�VDPH�IDPLOLDULW\��DQG��WKHLU�VWDELOL]DWLRQ�PHFKDQLVP�LV�
OLNHO\�RSDTXH�WR�WKH�XVHU��WKXV�OLPLWLQJ�WKHLU�SRWHQWLDO�UHDFK�DQG�DGRSWLRQ�� �

�
�� $UH�WKHUH�VWDELOLVDWLRQ�PHFKDQLVPV�RWKHU�WKDQ�WKH�RQHV�GHVFULEHG��LQFOXGLQJ�

HPHUJLQJ�RQHV��WKDW�PD\�KDYH�LPSOLFDWLRQV�RQ�WKH�DQDO\VLV�RI�ULVNV�DQG�
YXOQHUDELOLWLHV"��3OHDVH�GHVFULEH�DQG�SURYLGH�IXUWKHU�LQIRUPDWLRQ�DERXW�VXFK�
PHFKDQLVPV��
�
:H�EHOLHYH�WKH�)6%�KDV�LGHQWLILHG�WKH�UDQJH�RI�VWDELOLVDWLRQ�PHFKDQLVPV�WKDW�DUH�
FKDUDFWHULVWLFV�RI�JOREDO�VWDEOHFRLQ�DUUDQJHPHQWV�� �
�

�� 'RHV�WKH�)6%�SURSHUO\�LGHQWLI\�WKH�IXQFWLRQV�DQG�DFWLYLWLHV�RI�D�VWDEOHFRLQ�
DUUDQJHPHQW��7DEOH���"��'RHV�WKH�DSSURDFK�WDNHQ�DSSURSULDWHO\�GHDO�ZLWK�WKH�
YDULRXV�GHJUHHV�RI�GHFHQWUDOLVDWLRQ�RI�VWDEOHFRLQ�DUUDQJHPHQWV"�

�
:H�DJUHH�ZLWK�WKH�)6%¶V�LGHQWLILFDWLRQ�RI�WKH�IXQFWLRQV�DQG�DFWLYLWLHV�RI�D�VWDEOHFRLQ�
DUUDQJHPHQW�DQG�WKDW�WKH\�KDYH�EHHQ�GHVFULEHG�ZLWK�WKH�DSSURSULDWH�OHYHO�RI�GHWDLO�DQG�
JUDQXODULW\���

�
�� :KDW�FULWHULD�RU�FKDUDFWHULVWLFV�GLIIHUHQWLDWH�WKH�*6&�DUUDQJHPHQWV�IURP�RWKHU�

VWDEOHFRLQ�DUUDQJHPHQWV"�
�

,Q�TXHVWLRQ���DERYH��ZH�KLJKOLJKWHG�VHYHUDO�GLIIHUHQWLDWRUV�RI�*6&V�IURP�RWKHU�
VWDEOHFRLQV�VXFK�DV�WKH�VWDELOLW\�RI�WKH�EDFNLQJ�DVVHW��WKH�HIILFDF\�RI�D�*6&¶V�ZLGHVSUHDG�
XWLOL]DWLRQ�DFURVV�PXOWLSOH�DUHDV�RI�FRPPHUFH��*6&�OLTXLGLW\��DQG�WKH�SRWHQWLDO�³UHDFK�DQG�
DGRSWLRQ´�DGYDQWDJHV�RI�ILDW�EDFNHG�*6&V�FRPSDUHG�WR�OHVV�³UHWDLO�IDPLOLDU´�DOJRULWKPLF�
VWDEOHFRLQV�� �
�
,Q�DGGLWLRQ�WR�FRLQ�GLVWLQFWLRQV��WKHUH�DUH�QXPHURXV�FULWHULD�IRU�WKH�*6&�DUUDQJHPHQWV�
ZKLFK�DIIHFW�WKH�*6&¶V�HIIHFWLYHQHVV�LQ�HQKDQFLQJ�WKH�SURYLVLRQ�RI�ILQDQFLDO�VHUYLFHV�DQG�
WKH�ULVNV�WR�ILQDQFLDO�VWDELOLW\���9LUWXDOO\�DOO�RI�WKHVH�FULWHULD�UHODWH�WR�WUXVW�DQG�WUDQVSDUHQF\�
RI�WKH�*6&�E\�DOO�VWDNHKROGHUV��LQFOXGLQJ�OLFHQVLQJ�DXWKRULWLHV��UHJXODWRUV��DQG�FRQVXPHU�
DQG�EXVLQHVV�XVHUV�RI�WKH�*6&��
�

Ɣ /LFHQVLQJ�DQG�UHJXODWRU\�UHJLPHV����:H�EHOLHYH�DXWKRULWLHV�VKRXOG�FRQVLGHU�
ZKHWKHU�WKH�RSHUDWRUV�RI�HDFK�*6&�DUUDQJHPHQW�IXQFWLRQ�DQG�DFWLYLW\�DUH�
OLFHQVHG�DQG�RSHUDWLQJ�LQ�KLJKO\�UHJXODWHG�MXULVGLFWLRQV��RU�XQOLFHQVHG�DQG�

��



RSHUDWLQJ�LQ�OHVV�UHJXODWHG�MXULVGLFWLRQV���&OHDUO\��RSHUDWRUV�ZKR�DUH�GXO\�OLFHQVHG�
DQG�DOUHDG\�VXEMHFW�WR�VWURQJ�DQG�FRPSUHKHQVLYH�UHJXODWRU\�RYHUVLJKW�EULQJ�PRUH�
VWDELOLW\�DQG�WUDQVSDUHQF\�DQG�OHVV�ULVN�WR�WKH�*6&�DUUDQJHPHQW�WKDQ�WKRVH�
ZKLFK�DUH�QRW��
�

Ɣ 7UDQVSDUHQF\�DQG�IUHTXHQF\�RI�DXGLWV����2SHUDWRUV�RI�IXQFWLRQV�DQG�DFWLYLWLHV�
VKRXOG�EH�VXEMHFW�WR�IUHTXHQW�DQG��DV�DSSURSULDWH��SXEOLFO\�YHULILHG�DXGLWV��VXFK�
DV�LQ�WKH�FDVH�RI�LQIRUPDWLRQ�VHFXULW\��FRPSOLDQFH�RU�PDLQWDLQLQJ�DGHTXDWH�
UHVHUYHV��)RU�H[DPSOH��WKHUH�DUH�QXPHURXV�H[DPSOHV�RI�VWDEOHFRLQV�ZKRVH�
UHVHUYH�PDQDJHPHQW�ZDV�QRW�WUDQVSDUHQW�DQG�XOWLPDWHO\�IDLOHG�WR�PDLQWDLQ�WKHLU�
SHJV���$�KLJKO\�SXEOLFL]HG�LQFLGHQW�LQYROYHG�WKH�86'�VWDEOHFRLQ�7HWKHU��ZKRVH�
SULFH�LQ������GURSSHG�WR�DV�ORZ�DV��������ZKHQ�LW�ZDV�OHDUQHG�WKDW�DV�PXFK�DV�
����RI�WKH�IXQGV�EDFNLQJ�7HWKHU�ZHUH�QR�ORQJHU�OLTXLG�DQG�DYDLODEOH�WR�WKH�LVVXHU�
EHFDXVH�WKH\�ZHUH�VHL]HG�E\�JRYHUQPHQW�DXWKRULWLHV�DV�SDUW�RI�D�GRFXPHQWHG�
PRQH\�ODXQGHULQJ�VFKHPH����
�

Ɣ 5HVHUYH�PRGHO����*6&�DUUDQJHPHQWV�ZLWK�IXOO\�UHVHUYHG�������DVVHW�EDFNLQJ��LQ�
SDUWLFXODU�ZLWK�D�KLJKO\�UHVWULFWLYH�UHVHUYH�LQYHVWPHQW�SROLF\�EDVHG�RQ�KROGLQJ�
FDVK�DQG�VKRUW�WHUP�JRYHUQPHQW�WUHDVXU\�ERQGV��SURYLGH�PRUH�VWDELOLW\��DV�IXQGV�
KHOG�RQ�EHKDOI�RI�FXVWRPHUV�DUH�KHOG�LQ�VHJUHJDWHG�DFFRXQWV�QRW�XVHG�IRU�
RSHUDWLRQV�DQG�DUH�DYDLODEOH�IRU�UHGHPSWLRQ�E\�FXVWRPHUV�DW�DQ\�WLPH���1RWDEO\��
VXFK�*6&�DUUDQJHPHQWV�DUH�025(�VHFXUH�WKDQ�WKH�IUDFWLRQDO�UHVHUYH�PRGHO�RI�
UHWDLO�DQG�FRPPHUFLDO�EDQNV��ZKRVH�GHSRVLWRUV�EHDU�WKH�ULVN�RI�FRPSDQ\�VSHFLILF�
IDLOXUH�DQG�PDFURHFRQRPLF�V\VWHPLF�VKRFN��
�

Ɣ ,QIRUPDWLRQ�VHFXULW\����:H�EHOLHYH�DXWKRULWLHV�VKRXOG�FRQVLGHU�ZKHWKHU�WKH�
RSHUDWRUV�ZLWKLQ�WKH�*6&�DUUDQJHPHQW�KDYH�D�KLVWRU\�RI�VHFXUH�V\VWHPV�DQG�DQ�
DEVHQFH�RI�EUHDFKHV��RU�FRPSURPLVHG�DQG�KDFNHG�V\VWHPV��DQG�DUH�VXEMHFW�WR�
DQQXDO�F\EHU�VHFXULW\�DXGLWV�DQG�KHOG�WR�VWURQJ�LQIRUPDWLRQ�VHFXULW\�VWDQGDUGV��

�
�� 'R�\RX�DJUHH�ZLWK�WKH�DQDO\VLV�RI�SRWHQWLDO�ULVNV�WR�ILQDQFLDO�VWDELOLW\�DULVLQJ�IURP�

*6&�DUUDQJHPHQWV"�:KDW�RWKHU�UHOHYDQW�ULVNV�VKRXOG�UHJXODWRUV�FRQVLGHU"�
�

:H�DJUHH�WKDW�WKH�)6%�KDV�FRPSUHKHQVLYHO\�LGHQWLILHG�WKH�SRWHQWLDO�PDWHULDO�ULVNV�WR�
ILQDQFLDO�VWDELOLW\�DULVLQJ�IURP�FHUWDLQ�*6&�DUUDQJHPHQWV��VHFWLRQ�����RI�WKH�&RQVXOWDWLYH�
GRFXPHQW����+RZHYHU��ZKLOH�WKH�LQWHQW�RI�WKLV�VHFWLRQ�����LV�WR�LGHQWLI\�DOO�SRWHQWLDO�ULVNV��LW�
ZLOO�EH�LPSRUWDQW�IRU�SROLF\�PDNHUV�DQG�UHJXODWRUV�WR�XQGHUVWDQG�WKDW��L��WKHVH�DUH�
LQKHUHQW�ULVNV��DQG��LL��WKH�GHVLJQ�DQG�FKDUDFWHULVWLFV�RI�FHUWDLQ�*6&�DUUDQJHPHQWV��ZLWK�
FRQWUROV�ZKLFK�DUH�HPEHGGHG�LQWR�WKH�GHVLJQ��HIIHFWLYHO\�HOLPLQDWH�RU�VLJQLILFDQWO\�UHGXFH�
UHVLGXDO�ULVN���
�
)RU�H[DPSOH��WKH�SRWHQWLDO�LQVWDELOLW\�WR�WKH�ILQDQFLDO�V\VWHP�RI�D�VLQJOH�ILQDQFLDO�
LQVWLWXWLRQ�SOD\LQJ�PXOWLSOH�UROHV�RI�LVVXDQFH��ZDOOHW�SURYLGHU��DQG�FXVWRGLDQ�WUXVWHH�RI�

��



UHVHUYH�DVVHWV�LV�QHJOLJLEOH�RU�YLUWXDOO\�QRQ�H[LVWHQW�LQ�D�*6&�DUUDQJHPHQW�ZLWK�PXOWLSOH�
LVVXHUV��ZDOOHW�SURYLGHUV��HWF��DQG�IXUWKHU�LI�WKH�UHVHUYH�DVVHWV�DUH�KHOG�LQ�
EDQNUXSWF\�UHPRWH�VHJUHJDWHG�DFFRXQWV���
�
$QRWKHU�H[DPSOH��LGHQWLILHG�WKURXJK�WKH�)6%¶V�VFHQDULR�DQDO\VLV��LV�WKH�ULVN�RI�ZHDOWK�
HIIHFWV�ZKLFK�FRXOG�EH�VL]DEOH�HQRXJK�WR�DIIHFW�VSHQGLQJ�GHFLVLRQV�DQG�HFRQRPLF�
DFWLYLW\���7KLV�ULVN�LV�SURQRXQFHG�ZLWK�PRUH�YRODWLOH�*6&V�ZKLFK�FRXOG�SURGXFH�VLJQLILFDQW�
IOXFWXDWLRQV�LQ�XVHUV¶�ZHDOWK��EXW�WKLV�ULVN�LV�VLJQLILFDQWO\�PLQLPL]HG�LI�WKH�*6&�
DUUDQJHPHQW¶V�EDFNLQJ�DVVHW�LV�D�PRUH�VWDEOH�UHVHUYH�DVVHW�VXFK�DV�86'��

�
�� 'R�\RX�DJUHH�ZLWK�WKH�DQDO\VLV�RI�WKH�YXOQHUDELOLWLHV�DULVLQJ�IURP�YDULRXV�

VWDEOHFRLQ�IXQFWLRQV�DQG�DFWLYLWLHV��VHH�$QQH[���"�:KDW��LI�DQ\��DPHQGPHQWV�RU�
DOWHUDWLRQV�ZRXOG�\RX�SURSRVH"�

�
:H�EHOLHYH�WKH�)6%�KDV�LGHQWLILHG�DQG�DSSURSULDWHO\�DQDO\]HG�WKH�YXOQHUDELOLWLHV�DULVLQJ�
IURP�YDULRXV�VWDEOHFRLQ�IXQFWLRQV�DQG�DFWLYLWLHV�LQ�$QQH[����

�
�� 'R�\RX�KDYH�FRPPHQWV�RQ�WKH�SRWHQWLDO�UHJXODWRU\�DXWKRULWLHV�DQG�WRROV�DQG�

LQWHUQDWLRQDO�VWDQGDUGV�DSSOLFDEOH�WR�*6&�DFWLYLWLHV�SUHVHQWHG�LQ�$QQH[��"�
�

:H�EHOLHYH�WKH�)6%�KDV�LGHQWLILHG�DQG�DSSURSULDWHO\�VFRSHG�WKH�SRWHQWLDO�UHJXODWRU\�
DXWKRULWLHV��WRROV�DQG�LQWHUQDWLRQDO�VWDQGDUGV�DSSOLFDEOH�WR�*6&�DFWLYLWLHV�LQ�$QQH[����
:H�ZDQW�WR�KLJKOLJKW�WZR�DUHDV�WKDW�ZH�EHOLHYH�PHULW�FODULILFDWLRQ�DQG�RU�IXUWKHU�
FRQVLGHUDWLRQ�QRWHG�XQGHU�WKH�DFWLYLW\�RI�³(VWDEOLVKLQJ�UXOHV�JRYHUQLQJ�WKH�VWDEOHFRLQ�
DUUDQJHPHQW´���L��³$ELOLW\�WR�UHTXLUH�D�*6&�DUUDQJHPHQW�WR�EH�JRYHUQHG�LQ�D�PDQQHU�WKDW�
IDFLOLWDWHV�HIIHFWLYH�UHJXODWLRQ�DQG�VXSHUYLVLRQ��౺LQFOXGLQJ�E\�SURKLELWLQJ�IXOO\�GHFHQWUDOLVHG�
V\VWHPV౺�´�DQG��LL��³*RYHUQDQFH��LQWHUQDO�FRQWURO�DQG�ULVN�PDQDJHPHQW�UHTXLUHPHQWV�
DSSOLFDEOH�DW�WKH�OHYHO�RI�WKH�HQWLUH�*6&�DUUDQJHPHQW౺´��XQGHUOLQHV�DGGHG���
�
5HJDUGLQJ��L��DERYH��ZH�EHOLHYH�WKH�)6%�KDV�DQ�RSSRUWXQLW\�WR�FODULI\�ZKDW�WKH�)6%�
FRQVLGHUV�WR�EH�D�³IXOO\�GHFHQWUDOLVHG�V\VWHP�´��5HIHUULQJ�WR�³7DEOH����)XQFWLRQV�DQG�
DFWLYLWLHV�LQ�D�VWDEOHFRLQ�DUUDQJHPHQW�´�LW�LV�FRQFHLYDEOH�WKDW�HDFK�DFWLYLW\��FROXPQ����
FRXOG�EH�SHUIRUPHG�E\�D�GLIIHUHQW�RSHUDWRU���DQG�WKHUHIRUH�EH�³GHFHQWUDOLVHG�´��%XW��
QRWZLWKVWDQGLQJ�WKDW�WKHVH�RSHUDWRUV�DUH�VHSDUDWH�OHJDO�HQWLWLHV��WKH\�FRXOG�EH�UHTXLUHG�
WR�EH�ERXQG�E\�OHJDO�DJUHHPHQWV��LQFOXGLQJ�LQ�DFFRUGDQFH�ZLWK�WKH�UHTXLUHPHQWV�RI�WKH�
*6&�DUUDQJHPHQW¶V�JRYHUQLQJ�ERG\��DQG�IXUWKHU�VXEMHFW�WR�WKH�UHJXODWRU\�RYHUVLJKW�
DSSURSULDWH�IRU�WKHLU�W\SH�RI�DFWLYLW\�DQG�LQFOXVLYH�RI�FURVV�MXULVGLFWLRQDO�FRRSHUDWLRQ���6R��
RXWULJKW�SURKLELWLRQ�ZRXOG�DSSHDU�WR�EH�XQGXO\�EXUGHQVRPH�DQG�XQQHFHVVDULO\�UHVWULFWLYH��
�
,Q�DGGLWLRQ��JLYHQ�WKDW�*6&�DUUDQJHPHQWV�PD\�VXSSRUW�VWDEOHFRLQV�RQ�RSHQ�EORFNFKDLQ�
QHWZRUNV��WKH�DFWLYLW\�RI�³H[FKDQJLQJ�D�VWDEOHFRLQ�ZLWK�RWKHU�FU\SWR�DVVHWV´�LV�VRPHWKLQJ�
WKDW�FRXOG�KDSSHQ�LQ�RSHQ�FRPPHUFH��IRU�H[DPSOH��EHWZHHQ�D�EX\HU�DQG�VHOOHU�RQ�D�
FU\SWR�H[FKDQJH��DQG�ZRXOG�EH�D�WUDQVDFWLRQ�QRW�LQYROYLQJ�WKH�RSHUDWRUV�ZLWKLQ�WKH�*6&�

��



DUUDQJHPHQW���:H�DVVXPH�WKDW��DOWKRXJK�WKLV�DFWLYLW\�LV�OLVWHG�LQ�7DEOH����WKH�)6%�GRHV�
QRW�FRQVLGHU�WKLV�W\SH�RI�DFWLYLW\�WR�IDOO�ZLWKLQ�WKH�VFRSH�RI�³GHFHQWUDOLVHG�V\VWHP�´��$V�
VXFK��WKH�)6%�VKRXOG�FRQVLGHU�FODULI\LQJ�ZKDW�DFWLYLWLHV�DUH�LQ�VFRSH�LQ�WKH�FRQWH[W�RI�
VWDWHPHQWV�UHJDUGLQJ�³GHFHQWUDOLVHG�V\VWHPV´�DQG�³GHFHQWUDOLVDWLRQ´�DV�WKH\�SHUWDLQ�WR�
*6&�DUUDQJHPHQWV��
�
5HJDUGLQJ��LL��DERYH��ZH�EHOLHYH�WKH�)6%�KDV�DQ�RSSRUWXQLW\�WR�FODULI\�DQG�FRQILUP��LI�
)6%�VR�LQWHQGHG��WKDW�JRYHUQDQFH��LQWHUQDO�FRQWURO�DQG�ULVN�PDQDJHPHQW�UHTXLUHPHQWV�
ZRXOG�DQG�VKRXOG�EH�DSSOLHG�WR�HDFK�RSHUDWRU�ZLWKLQ�WKH�*6&�DUUDQJHPHQW�DV�
DSSURSULDWH�DQG�SURSRUWLRQDWH�WR�WKH�ULVNV�RI�WKDW�RSHUDWRU¶V�DFWLYLW\���)XUWKHU��WKH�*6&�
DUUDQJHPHQW�VKRXOG�KDYH�JRYHUQDQFH�ZKLFK�UHTXLUHV�VXFK�RSHUDWRUV�WR�FRPSO\�ZLWK�DOO�
DSSOLFDEOH�ODZV�DQG��LQ�DGGLWLRQ��PHHW�VWDQGDUGV�H[SUHVVO\�UHTXLUHG�WR�SDUWLFLSDWH�LQ�WKH�
*6&�DUUDQJHPHQW�� �
�
$V�WKH�VWDWHPHQW�UHDGV�QRZ��RQH�PLJKW�LQWHUSUHW�LW�WR�PHDQ�WKDW�SROLF\�PDNHUV�VKRXOG�
FRQVLGHU�LPSRVLQJ�FRPSUHKHQVLYH�JRYHUQDQFH��LQWHUQDO�FRQWURO�DQG�ULVN�PDQDJHPHQW�
UHTXLUHPHQWV�DW�WKH�OHYHO�RI�WKH�HQWLUH�*6&�DUUDQJHPHQW���L�H���HTXDOO\�DSSOLFDEOH�WR�DOO�
RSHUDWRUV�ZLWKLQ�WKH�*6&�DUUDQJHPHQW�DQG�EH\RQG�ZKDW�LV�DSSURSULDWH�DQG�
SURSRUWLRQDWH�WR�WKH�RSHUDWRUV�EDVHG�RQ�WKHLU�DFWLYLW\��

�
�� 'R�\RX�DJUHH�ZLWK�WKH�FKDUDFWHULVDWLRQ�RI�FURVV�ERUGHU�LVVXHV�DULVLQJ�IURP�*6&�

DUUDQJHPHQWV"�
�

7KH�)6%�KDV�LGHQWLILHG�WKH�ULVNV�RI�D�*6&�DUUDQJHPHQW�RSHUDWLQJ�DFURVV�ERUGHUV�DQG�
UHRUJDQL]LQJ�RU�UHORFDWLQJ�LWV�DFWLYLWLHV�DV�D�FKDOOHQJH�WR�WKH�HIIHFWLYHQHVV�RI�UHJXODWLRQ��
VXSHUYLVLRQ��RYHUVLJKW�DQG�HQIRUFHPHQW�DW�MXULVGLFWLRQDO�OHYHOV���:H�JHQHUDOO\�DJUHH�ZLWK�
WKH�FKDUDFWHUL]DWLRQ�RI�WKLV�DV�DQ�LQKHUHQW�ULVN���%XW��ZH�EHOLHYH�WKDW�WKLV�ULVN�FDQ�EH�
PHDQLQJIXOO\�DGGUHVVHG�WKURXJK�FURVV�MXULVGLFWLRQDO�FRRUGLQDWHG�UXOHV�DQG�VWDQGDUGV�
DURXQG�*6&�DUUDQJHPHQW�JRYHUQDQFH��VXFK�DV�WKH�W\SHV�RI�HQWLWLHV�WKDW�FRXOG�EH�
LQYROYHG�LQ�WKH�DUUDQJHPHQW��DV�ZHOO�DV�WKH�SURWRFRO�IRU�YDOLGDWLQJ�WUDQVDFWLRQV��DQG�WKH�
PDQQHU�LQ�ZKLFK�WKH�VWDEOHFRLQ�LV�VWDELOL]HG�� �
�
)RU�H[DPSOH��&HQWUH�UHTXLUHV�LWV�PHPEHUV�ZKLFK�FRPSULVH�WKH�*6&�DUUDQJHPHQW�WR�EH�
ILQDQFLDO�LQVWLWXWLRQV�WKDW�DUH�DSSURSULDWHO\�UHJXODWHG�DQG�VXSHUYLVHG��,Q�PRVW�FDVHV��WKH�
KRPH�MXULVGLFWLRQ�DOVR�UHTXLUHV�WKHVH�HQWLWLHV�WR�EH�OLFHQVHG��IRU�H[DPSOH��DV�PRQH\�
WUDQVPLWWHUV����3UDFWLFDOO\�VSHDNLQJ��WKHVH�HQWLWLHV�FDQQRW�UHRUJDQL]H�RU�UHORFDWH�WKHLU�
DFWLYLWLHV�ZLWKRXW�YLRODWLQJ�WKH�UHTXLUHPHQWV�RI�LWV�JRYHUQDQFH�ERG\�DQG�LWV�VXSHUYLVRU\�
DQG�OLFHQVLQJ�DXWKRULWLHV���$OWKRXJK�UHJXODWRU\�DUELWUDJH�LV�D�WKHRUHWLFDO�LQKHUHQW�ULVN��VR�
ORQJ�DV�WKHUH�LV�FORVH�FRRUGLQDWLRQ�DQG�FRPPRQ�VWDQGDUGV�IRU�*6&�DUUDQJHPHQW�
JRYHUQDQFH�DFURVV�MXULVGLFWLRQV�DQG�VXFK�HQWLWLHV�DUH�DGHTXDWHO\�VXSHUYLVHG��UHVLGXDO�
ULVN�VKRXOG�EH�PHDQLQJIXOO\�UHGXFHG��

�

��



7KH�)6%�DOVR�QRWHV�WKDW�D�VWDEOHFRLQ�LVVXHG�LQ�RQH�MXULVGLFWLRQ�PD\�EH�HDVLO\�DFFHVVLEOH�
RQOLQH�WR�XVHUV�LQ�DQRWKHU�MXULVGLFWLRQ��:H�WKLQN�WKLV�YHU\�DWWULEXWH�JRHV�WR�WKH�FRUH�RI�WKH�
LPPHQVH��WUDQVIRUPDWLYH�YDOXH�RI�*6&V�DQG�WKHLU�DELOLW\�WR�DGYDQFH�ILQDQFLDO�LQFOXVLRQ��
3ROLF\�PDNHUV�VKRXOG�EH�ZDWFKIXO�WR�DYRLG�*6&�DUUDQJHPHQWV�EHFRPLQJ�RYHUO\�
FRQVWUDLQHG�E\�FRXQWU\�SHULPHWHUV��VR�DV�QRW�WR�XQGHUPLQH�WKH�YHU\�EHQHILWV�*6&V�
SURYLGH��

�
*6&V�FDQ�EH�XVHG�RQ�SXEOLF�EORFNFKDLQV��VXSSRUWHG�E\�GLJLWDO�ZDOOHWV��DQG�FRPELQHG�
ZLWK�LQQRYDWLYH�XVHV�RI�SD\PHQW�SODWIRUPV�DQG�VPDUW�FRQWUDFWV�WR�SLRQHHU�QHZ�IRUPV�RI�
GLJLWDO�FRPPHUFH��LPSURYH�FRVWV��WUDQVSDUHQF\�DQG�FRQYHQLHQFH�IRU�ELOOLRQV�RI�
FRQVXPHUV��DQG�JR�WKDW�³RQH�ODVW�PLOH´�WR�UHDFK�PDQ\�ZKR�GR�QRW�KDYH�DFFHVV�WR�WKH�
WUDGLWLRQDO�EDQNLQJ�V\VWHP���)RU�PDQ\��LQWHUQHW�DFFHVV�DQG�PRELOH�ZDOOHWV�DUH�HDVLHU�WR�
REWDLQ�WKDQ�EDQN�DFFRXQWV��DQG�YDVW�SDUWV�RI�WKH�ZRUOG�PD\�EHQHILW�IURP�WUDQVDFWLRQV�
GHQRPLQDWHG�LQ�*6&V�� �
�
-XULVGLFWLRQDO�DXWKRULWLHV�VKRXOG�HQVXUH�HIIHFWLYH�*6&�DUUDQJHPHQW�JRYHUQDQFH�DQG�
RYHUVLJKW��WKURXJK�FRPPRQ�VWDQGDUGV�DQG�FRRSHUDWLRQ��ZLWKRXW�VWLIOLQJ�QRU�FRQVWUDLQLQJ�
WKH�UHDFK�DQG�DGRSWLRQ�RI�*6&V�WKURXJK�RSHQ�QHWZRUNV�DQG�DFURVV�ERUGHUV�� �

�
�� $UH�WKH�SURSRVHG�UHFRPPHQGDWLRQV�DSSURSULDWH�DQG�SURSRUWLRQDWH�ZLWK�WKH�ULVNV"�

'R�WKH\�SURPRWH�ILQDQFLDO�VWDELOLW\��PDUNHW�LQWHJULW\��DQG�FRQVXPHU�SURWHFWLRQ�
ZLWKRXW�RYHUO\�FRQVWUDLQLQJ�EHQHILFLDO�ILQDQFLDO�DQG�WHFKQRORJLFDO�LQQRYDWLRQ"�
�
:H�EHOLHYH�WKH�SURSRVHG�UHFRPPHQGDWLRQV�DUH�DSSURSULDWH�DQG�SURSRUWLRQDWH�ZLWK�WKH�
LQKHUHQW�ULVNV���$V�VWDWHG�HOVHZKHUH�LQ�RXU�UHVSRQVH��ZH�HQFRXUDJH�DXWKRULWLHV�WR�
LPSOHPHQW�WKHVH�UHFRPPHQGDWLRQV�ZLWK�D�FRPPLWPHQW�WR�FURVV�MXULVGLFWLRQDO�FRRSHUDWLRQ�
DQG�DQ�LQIRUPHG�YLHZ�DV�WR�WKH�VSHFLILFV�RI�*6&�DUUDQJHPHQWV��ZKLFK�ZLOO�GLIIHU�E\�
GHVLJQ�DQG�WKH�ULVNV�WKH\�SRVH��
�

D� $UH�GRPHVWLF�UHJXODWRU\��VXSHUYLVRU\�DQG�RYHUVLJKW�LVVXHV�DSSURSULDWHO\�
LGHQWLILHG"�

�
:H�EHOLHYH�WKH�)6%�KDV�LGHQWLILHG�WKH�DSSURSULDWH�GRPHVWLF��UHJXODWRU\��
VXSHUYLVRU\�DQG�RYHUVLJKW�LVVXHV��

�
E� $UH�FURVV�ERUGHU�UHJXODWRU\��VXSHUYLVRU\�DQG�RYHUVLJKW�LVVXHV�

DSSURSULDWHO\�LGHQWLILHG"�
�

:H�EHOLHYH�WKH�)6%�KDV�LGHQWLILHG�WKH�UHOHYDQW�FURVV�ERUGHU�UHJXODWRU\��
VXSHUYLVRU\�DQG�RYHUVLJKW�LVVXHV��DV�QRWHG�LQ�ERWK�RXU�UHVSRQVH�WR�TXHVWLRQ���
DERYH�DQG�DV�GLVFXVVHG�EHORZ���:H�KLJKOLJKW�WKH�IROORZLQJ�IDFWRUV�DV�QRWDEOH�
FRQVLGHUDWLRQV�WR�LQIRUP�DQG�GULYH�WKH�GHJUHH�DQG�QDWXUH�RI�FURVV�ERUGHU�

��



FRRSHUDWLRQ��ZKLFK�DV�ZH�KDYH�VWDWHG�HOVHZKHUH�LV�FULWLFDO�WR�IRVWHU�WKH�UHDFK�DQG�
DGRSWLRQ�RI�*6&V�ZKLOH�HQVXULQJ�ULVNV�DUH�DSSURSULDWHO\�PDQDJHG��

�
ż 8VH�DQG�V\VWHPLF�LPSRUWDQFH����:H�EHOLHYH�WKH�)6%�KDV�LGHQWLILHG�LQ�

$QQH[���WKH�SRWHQWLDO�HOHPHQWV�WKDW�FRXOG�EH�XVHG�WR�GHWHUPLQH�ZKHWKHU�D�
VWDEOHFRLQ�TXDOLILHV�DV�D�*6&���:H�KLJKOLJKW�WKH�YHU\�KLJK�EDU�IRU�V\VWHPLF�
LQ�WKH�DSSURDFKHV�E\�WKH�%DVHO�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ�
�³%&%6´��DQG�WKH�3ULQFLSOHV�IRU�)LQDQFLDO�0DUNHW�,QIUDVWUXFWXUHV��³3)0,´���
ZKLFK�WKH�)6%�XVHV�IRU�UHIHUHQFH���7KH�%&%6��IRU�H[DPSOH��GHVLJQDWHV�D�
ILUP�DV�JOREDOO\�V\VWHPLFDOO\�LPSRUWDQW�ZKHQ�LW�³WKUHDWHQV�WKH�VWDELOLW\´�RI�D�
JLYHQ�FRXQWU\���7KH�3)0,�UHIHUV�WR�D�ILQDQFLDO�PDUNHW�LQIUDVWUXFWXUH¶V�³ODFN�
RI�VXEVWLWXWDELOLW\�LQ�WKH�PDUNHWV�WKH\�VHUYH´�DV�D�NH\�IDFWRU��ZKLFK�LV�
FRQVLVWHQW�ZLWK�WKH�)6%¶V�HOHPHQW�RI�³DYDLODEOH�DOWHUQDWLYHV�WR�XVLQJ�WKH�
*6&�DV�D�PHDQV�RI�SD\PHQW�DW�VKRUW�QRWLFH´��$QQH[����� �

�
:H�UHFRPPHQG�WKDW�WKH�)6%�LQFOXGH�LQ�LWV�UHFRPPHQGDWLRQV�WKDW�
UHOHYDQW�DXWKRULWLHV�DFURVV�MXULVGLFWLRQV�PXWXDOO\�DJUHH�RQ�WKH�
SULQFLSOHV��FULWHULD�DQG��ZKHUH�SRVVLEOH��PHDVXUDEOH�WKUHVKROGV�DW�
ZKLFK�SRLQW�D�VWDEOHFRLQ�LV�GHHPHG�WR�EH�D�*6&�DQG��DV�D�UHVXOW��WKH�
*6&�DUUDQJHPHQW�VXEMHFW�WR�DGGLWLRQDO�UHJXODWRU\�UHTXLUHPHQWV���:H�
EHOLHYH�VXFK�D�FRPPLWPHQW�ZLOO�KHOS�GULYH�GLVFXVVLRQV�DPRQJ�DXWKRULWLHV�
WRZDUGV�WKHLU�UHVSHFWLYH�DQG�MRLQW�SULRULWLHV�DQG�FRQFHUQV���7KLV�
UHFRPPHQGDWLRQ�LV�DOVR�IXQGDPHQWDO�WR�SURYLGLQJ�PDUNHW�FRQILGHQFH�DQG�
QHHGHG�FODULW\�WR�*6&�DUUDQJHPHQWV��VXSHUYLVRU\�DQG�UHJXODWRU\�
DXWKRULWLHV��ZKROHVDOH�DQG�UHWDLO�*6&�XVHUV�DQG�FRQVXPHUV��DQG�DOO�
LQGXVWU\�SDUWLFLSDQWV�UHJDUGLQJ�VWDEOHFRLQ�DQG�*6&�UHTXLUHPHQWV���

�
ż *RYHUQDQFH���:H�DJUHH�ZLWK�WKH�)6%�WKDW�WKH�ORFDWLRQ�RI�ZKHUH�WKH�

GHFLVLRQV�DFURVV�WKH�*6&�DUUDQJHPHQW�DUH�PDGH�DQG�ZKHUH�SROLFLHV�DUH�
VHW�DQG�HQIRUFHG�DUH�DOO�UHOHYDQW�WR�FURVV�ERUGHU�UHJXODWRU\��VXSHUYLVRU\��
DQG�RYHUVLJKW�LVVXHV���$V�VWDWHG�LQ�RXU�UHVSRQVH�WR�TXHVWLRQ����*6&�
DUUDQJHPHQWV�PD\�EH�GLIIHUHQWLDWHG�E\�JRYHUQDQFH��LQFOXGLQJ�OLFHQVLQJ��
WKH�OHYHO�RI�UHJXODWRU\�RYHUVLJKW�DQG�WKH�IUHTXHQF\�DQG�WUDQVSDUHQF\�RI�
DXGLWV��DQG�VXFK�IDFWRUV�VKRXOG�EH�FRQVLGHUHG�LQ�FURVV�ERUGHU�UHJXODWRU\�
UHOLDQFH�DQG�FRRSHUDWLRQ��

�
ż 8VHU�IDFLQJ�HOHPHQWV����7KH�)6%�KDV�LGHQWLILHG�WKH�ORFDWLRQ�RI�ZDOOHW�DQG�

SODWIRUP�SURYLGHUV�DQG�ZKHWKHU�WKH\�RSHUDWH�FURVV�ERUGHU�DV�UHOHYDQW�WR�
FURVV�ERUGHU�UHJXODWRU\��VXSHUYLVRU\��DQG�RYHUVLJKW�LVVXHV���:H�ZDQW�WR�
FODULI\�WKDW�WR�DFKLHYH�ZLGHVSUHDG�UHDFK�DQG�DGRSWLRQ��VWDEOHFRLQV�PD\�EH�
RSHUDWHG�RQ�SXEOLF�EORFNFKDLQ�QHWZRUNV�DQG�XWLOL]HG�LQ�QXPHURXV�
LQQRYDWLYH�ZD\V��ZLWK�QXPHURXV�XVHU�IDFLQJ�HOHPHQWV��EXW�WKH�SURYLGHUV�RI�

��



WKHVH�LQQRYDWLRQV�VKRXOG�QRW�QHFHVVDULO\�EH�FRQVLGHUHG�SDUW�RI�WKH�*6&�
DUUDQJHPHQW��

�
)RU�H[DPSOH��86'&�RSHUDWHV�RQ�WKH�(WKHUHXP�QHWZRUN�DQG�FRQIRUPV�WR�
WKH�(WKHUHXP�(5&���WRNHQ�VWDQGDUG��PHDQLQJ�WKDW�86'&�FDQ�EH�XVHG�
RQ�DQ\�H[FKDQJH�WKDW�VXSSRUWV�WKH�VWDQGDUG�DQG�KHOG�LQ�DQ\�
(5&���FRPSDWLEOH�GLJLWDO�ZDOOHW�RU�WUDQVIHUUHG�WR�DQRWKHU�ZDOOHW�WKDW�
VXSSRUWV�(5&���WRNHQV���:KLOH�LW�PD\�EH�DSSURSULDWH�IRU�DQ\�JLYHQ�
(5&���FRPSDWLEOH�GLJLWDO�ZDOOHW�SURYLGHU�WR�EH�VXEMHFW�WR�UHJXODWLRQV�DQG�
RYHUVLJKW�LQ�WKHLU�MXULVGLFWLRQ�V��RI�RSHUDWLRQ��ERRWVWUDSSLQJ�DOO�WKRVH�ZDOOHW�
SURYLGHUV�DV�GH�IDFWR�SDUWLFLSDQWV�RI�WKH�*6&�DUUDQJHPHQW�DQG�WKHUHIRUH�
VXEMHFW�WR�DQ\�DGGLWLRQDO�UHJXODWRU\��VXSHUYLVRU\�DQG�RYHUVLJKW�
UHTXLUHPHQWV�IRU�WKH�*6&�DUUDQJHPHQW�LV�RQ�LWV�IDFH�LPSUDFWLFDO��
XQPDQDJHDEOH�DQG�QRW�SURSRUWLRQDWH�WR�WKH�ULVNV��౺:H�EHOLHYH�WKH�)6%�
GRHV�QRW�LQWHQG�³XVHU�IDFLQJ�HOHPHQWV´�WR�EH�VR�EURDGO\�GHILQHG�DQG�
UHVSHFWIXOO\�UHTXHVW�WKDW�WKH�)6%�IXUWKHU�FODULILHV�WKH�VFRSH���

�
F� 'R�WKH�UHFRPPHQGDWLRQV�DGHTXDWHO\�DQWLFLSDWH�DQG�DGGUHVV�SRWHQWLDO�

GHYHORSPHQWV�DQG�IXWXUH�LQQRYDWLRQ�LQ�WKLV�VHFWRU"�
�

:H�EHOLHYH�WKH�)6%¶V�UHFRPPHQGDWLRQV�DSSURSULDWHO\�DGGUHVV�DQG�DOORZ�IRU�
SRWHQWLDO�GHYHORSPHQWV�DQG�IXWXUH�LQQRYDWLRQ���$V�WKH�)6%�QRWHV��³3XEOLF�SROLF\�
JRDOV�DUH�PHDQW�WR�EH�WHFKQRORJ\�QHXWUDO���7KH�UHFRPPHQGDWLRQV�WKHUHIRUH�DLP�
WR�SURPRWH�D�UHJXODWRU\��VXSHUYLVRU\�DQG�RYHUVLJKW�IUDPHZRUN�WKDW�LV�WHFKQRORJ\�
QHXWUDO�DQG�IRFXVHV�RQ�XQGHUO\LQJ�DFWLYLWLHV�DQG�ULVNV��WKHUHE\�DFFRPPRGDWLQJ�
LQQRYDWLRQ�LQ�WKH�SURYLVLRQ�RI�ILQDQFLDO�VHUYLFHV�DV�WHFKQRORJ\�FKDQJHV�´� �

�
:H�EHOLHYH�WKDW�E\�DSSO\LQJ�UHJXODWRU\��VXSHUYLVRU\�DQG�RYHUVLJKW�DSSURDFKHV�
DQG�FURVV�ERUGHU�PHFKDQLVPV��JURXQGHG�LQ�DQ�DVVHVVPHQW�RI�D�*6&�
DUUDQJHPHQW¶V�HFRQRPLF�IXQFWLRQ�DQG�WKH�SULQFLSOHV�RI�´VDPH�EXVLQHVV��VDPH�
ULVN��VDPH�UXOHV�´�DXWKRULWLHV�ZLOO�PLQLPL]H�WKH�ULVN�RI�UHJXODWRU\�RYHUUHDFK�DQG�
WKH�XQLQWHQGHG�FRQVHTXHQFHV�RI�VWLIOLQJ�LQQRYDWLRQ��

�
��� 'R�\RX�WKLQN�WKDW�WKH�UHFRPPHQGDWLRQV�ZRXOG�EH�DSSURSULDWH�IRU�VWDEOHFRLQV�

SUHGRPLQDQWO\�XVHG�IRU�ZKROHVDOH�SXUSRVHV�DQG�RWKHU�W\SHV�RI�FU\SWR�DVVHWV"�
�

:H�WKLQN�WKDW�WKH�UHFRPPHQGDWLRQV�DUH�DSSURSULDWH�IRU�V\VWHPLFDOO\�LPSRUWDQW�GLJLWDO�
DVVHWV��ZKHWKHU�VWDEOHFRLQV�RU�RWKHU�FU\SWR�DVVHWV���%XW�LW�LV�LPSRUWDQW�WR�QRWH�WKDW�WR�EH�
V\VWHPLFDOO\�LPSRUWDQW�ZRXOG�UHTXLUH�WKH�VDWLVIDFWLRQ�RI�QXPHURXV�FULWHULD��DV�WKH�)6%�
LGHQWLILHV�LQ�$QQH[���RI�WKH�&RQVXOWDWLYH�'RFXPHQW�DQG�ZH�DGGUHVV�LQ�RXU�UHVSRQVH�WR�
TXHVWLRQ���E��DERYH��

�

���



��� $UH�WKHUH�DGGLWLRQDO�UHFRPPHQGDWLRQV�WKDW�VKRXOG�EH�LQFOXGHG�RU�
UHFRPPHQGDWLRQV�WKDW�VKRXOG�EH�UHPRYHG"�

�
$V�VWDWHG�LQ�RXU�UHVSRQVH�WR�TXHVWLRQ���E��DERYH��౺ZH�UHFRPPHQG�WKDW�WKH�)6%�DGG�DV�
D�UHFRPPHQGDWLRQ�WKDW�UHOHYDQW�DXWKRULWLHV�DFURVV�MXULVGLFWLRQV�PXWXDOO\�DJUHH�RQ�
WKH�SULQFLSOHV��FULWHULD�DQG��ZKHUH�SRVVLEOH��PHDVXUDEOH�WKUHVKROGV�DW�ZKLFK�SRLQW�
D�VWDEOHFRLQ�LV�GHHPHG�WR�EH�D�*6&�DQG��DV�D�UHVXOW��WKH�*6&�DUUDQJHPHQW�VXEMHFW�
WR�DGGLWLRQDO�UHJXODWRU\�UHTXLUHPHQWV���:H�EHOLHYH�VXFK�D�FRPPLWPHQW�ZLOO�KHOS�IRFXV�
GLVFXVVLRQV�DPRQJ�DXWKRULWLHV�RQ�WKHLU�UHVSHFWLYH�DQG�MRLQW�SULRULWLHV�DQG�FRQFHUQV���7KLV�
UHFRPPHQGDWLRQ�LV�DOVR�IXQGDPHQWDO�WR�SURYLGLQJ�PDUNHW�FRQILGHQFH�DQG�WUDQVSDUHQF\�
WR�*6&�DUUDQJHPHQWV��VXSHUYLVRU\�DQG�UHJXODWRU\�DXWKRULWLHV��ZKROHVDOH�DQG�UHWDLO�*6&�
XVHUV�DQG�FRQVXPHUV��DQG�DOO�LQGXVWU\�SDUWLFLSDQWV�UHJDUGLQJ�VWDEOHFRLQ�DQG�*6&�ULJKWV�
DQG�REOLJDWLRQV��
�
:H�GR�QRW�EHOLHYH�WKDW�DQ\�RWKHU�QHZ�UHFRPPHQGDWLRQV�VKRXOG�EH�DGGHG�RU�H[LVWLQJ�
UHFRPPHQGDWLRQV�UHPRYHG��RWKHU�WKDQ�WR�WKH�H[WHQW��LI�DQ\��VXFK�UHFRPPHQGDWLRQV�PD\�
EH�DIIHFWHG�E\�WKH�FRQVLGHUDWLRQV�ZH�KDYH�VKDUHG�LQ�RXU�UHVSRQVHV��

�
��� $UH�WKHUH�FRVW�EHQHILW�FRQVLGHUDWLRQV�WKDW�FDQ�DQG�VKRXOG�EH�DGGUHVVHG�DW�WKLV�

VWDJH"�
�

:H�ZDQW�WR�KLJKOLJKW�RQH�FRVW�EHQHILW�FRQVLGHUDWLRQ��UHODWLQJ�WR�WKH�LPPHGLDWH�ZRUOG�
FULVLV�EURXJKW�RQ�E\�&29,'������7KLV�FULVLV�KDV�EURXJKW�RQ�EXVLQHVV�IDLOXUHV�DQG�
SHUVRQDO�KDUGVKLSV�DQG�VLPXOWDHQRXVO\�HOHYDWHG�DQG�DFFHOHUDWHG�WKH�LPSRUWDQFH�RI�
JOREDO�FRQQHFWLYLW\�WKURXJK�WHFKQRORJ\���:H�HFKR�WKH�RSLQLRQ�UHFHQWO\�H[SUHVVHG�E\�
%HQRLW�&RHXUH��+HDG�RI�WKH�%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV�,QQRYDWLRQ�+XE��³$�UDSLG�
VKLIW�WRZDUGV�GLJLWDO�SD\PHQWV�FDQ�LPSURYH�FRVW��WUDQVSDUHQF\�DQG�FRQYHQLHQFH�IRU�
ELOOLRQV�RI�FRQVXPHUV���,QWHUQDWLRQDO�FRRSHUDWLRQ�LV�QHHGHG�WR�VXSSRUW�WHFKQRORJLFDO�
FDSDFLW\�LQ�GHYHORSLQJ�HFRQRPLFV��HQVXUH�LQWHURSHUDELOLW\�EHWZHHQ�QDWLRQDO�V\VWHPV��
HQKDQFH�FURVV�ERUGHU�SD\PHQWV�DQG�UHPLWWDQFHV��DQG�VXSSRUW�ILQDQFLDO�LQFOXVLRQ���LQ�
VKRUW�WR�DYRLG�VSDWLDO�DQG�VRFLDO�IUDJPHQWDWLRQ�´�
�
:H�KDYH�FLWHG�WKURXJKRXW�WKLV�OHWWHU�WKH�ULVN�RI�RYHU�UHJXODWLRQ�DQG�WKH�FRQFRPLWDQW�FRVWV�
RI�VWLIOLQJ�LQQRYDWLRQ�DQG�FRQVWUDLQLQJ�WKH�YHU\�EHQHILWV�WKDW�*6&V�RIIHU�JOREDO�
FRPPHUFH���:H�SDVVLRQDWHO\�EHOLHYH�WKDW�E\�H[SDQGLQJ�DFFHVV�WR�GLJLWDO�GROODUV�DQG�
RWKHU�UHVHUYH�FXUUHQF\�EDFNHG�VWDEOHFRLQV��WKURXJK�D�V\VWHP�WKDW�KDV�WKH�UHDFK�DQG�
DFFHVVLELOLW\�RI�WKH�LQWHUQHW��FRPSDQLHV�FDQ�SDUWQHU�ZLWK�UHJXODWRUV�DQG�VXSHUYLVRUV�WR�
FUHDWH�D�IXQGDPHQWDOO\�PRUH�RSHQ��LQFOXVLYH��HIILFLHQW�DQG�LQWHJUDWHG�ZRUOG�HFRQRP\��,Q�
OLJKW�RI�WKH�JOREDO�&29,'����FULVLV��WKLV�RSSRUWXQLW\�LV�PDJQLILHG�DQG�WKH�QHHG�LQWHQVLILHG��
7KH�FRVW�RI�SROLF\�PDNHUV�DQG�DXWKRULWLHV�PRYLQJ�WRR�VORZO\�ZLOO�RQO\�LPSHGH�DQG�
IUXVWUDWH�WKH�DELOLW\�RI�WKRVH�ZKR�DUH�LPSRYHULVKHG�RU�LQ�OHVV�GHYHORSHG�PDUNHWV�DQG�WKXV�
RXWVLGH�RI�WKH�ILQDQFLDO�V\VWHP�WR�EHQHILW�IURP�WKLV�WUDQVIRUPDWLRQ���:H�WKLQN�WKH�)6%�KDV�
DQ�RSSRUWXQLW\�WR�PLQLPL]H�WKLV�ULVN�JHQHUDOO\�E\�SURPRWLQJ�SURJUHVV�LQ�*6&�UHDFK�DQG�

���



DGRSWLRQ�DQG�VSHFLILFDOO\�E\�DFWLYHO\�DQG�HQWKXVLDVWLFDOO\�UHFRPPHQGLQJ�DQG�IDFLOLWDWLQJ�
FRRUGLQDWLRQ�DQG�FRRSHUDWLRQ�DPRQJ�MXULVGLFWLRQDO�SROLF\�PDNHUV�DQG�DXWKRULWLHV��
�
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&LUFOH�DQG�&RLQEDVH�DSSUHFLDWH�WKH�RSSRUWXQLW\�WR�UHVSRQG�WR�WKH�LVVXHV�UDLVHG�LQ�WKH�
&RQVXOWDWLYH�'RFXPHQW�DQG�\RXU�FRQVLGHUDWLRQ�RI�WKH�YLHZV�H[SUHVVHG�LQ�WKLV�OHWWHU��:H�ZRXOG�
ZHOFRPH�WKH�RSSRUWXQLW\�WR�SURYLGH�IXUWKHU�GHWDLO�RQ�DQ\�RI�WKH�PDWWHUV�GLVFXVVHG�KHUHLQ��,I�\RX�
KDYH�DQ\�TXHVWLRQV�RU�QHHG�IXUWKHU�LQIRUPDWLRQ��SOHDVH�FRQWDFW�XV�DW�౺PGXERVH#FLUFOH�FRP౺�DQG�
$P\�/XR�DW�౺DP\�OXR#FRLQEDVH�FRP౺��
�
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