
,1�7+(�&,5&8,7�&2857�2)�7+(�(/(9(17+�-8',&,$/�&,5&8,7�
,1�$1'�)25�0,$0,�'$'(�&2817<��)/25,'$��

�

�
� 3ODLQWLII�%HUQDUG�0HQVDK��LQGLYLGXDOO\�DQG�RQ�EHKDOI�RI�DOO�RWKHUV�VLPLODUO\�VLWXDWHG��KHUHE\�

EULQJV�WKLV�&ODVV�$FWLRQ�&RPSODLQW�DJDLQVW�'HIHQGDQW�&DSLWDO�2QH��1�$���³&DSLWDO�2QH�´�³%DQN�´�

RU�³'HIHQGDQW´��DQG�DOOHJHV�DV�IROORZV���

,1752'8&7,21�

�� 7KLV� ODZVXLW� LV�EURXJKW�DV�D�FODVV� DFWLRQ�RQ�EHKDOI�RI�3ODLQWLII�DQG� WKRXVDQGV�RI�

VLPLODUO\� VLWXDWHG� FXVWRPHUV� RI�&DSLWDO�2QH�ZKR� KDYH� VLJQHG� XS� IRU� WKH� =HOOH�PRQH\� WUDQVIHU�

VHUYLFH�DQG�ZKR��KDYH�EHHQ�WKH�YLFWLP�RI�IUDXG�RQ�WKH�=HOOH�VHUYLFH��ZKR�KDYH�LQFXUUHG�ORVVHV�GXH�

WR�WKDW�IUDXG�WKDW�KDYH�QRW�EHHQ�UHLPEXUVHG�E\�&DSLWDO�2QH��DQG�ZKR�ZHUH�HQWLWOHG�E\�WKH�PDUNHWLQJ�

UHSUHVHQWDWLRQV� RI� &DSLWDO� 2QH� UHJDUGLQJ� WKH� =HOOH� VHUYLFH� DQG� E\� WKH� &DSLWDO� 2QH¶V� FRQWUDFW�

SURPLVHV�WR�D�IXOO�UHLPEXUVHPHQW�RI�ORVVHV�FDXVHG�E\�IUDXG�RQ�WKH�=HOOH�VHUYLFH��

�� =HOOH� LV� D�SD\PHQW� WUDQVIHU� VHUYLFH�ZKROO\�RZQHG�DQG�RSHUDWHG�E\� VHYHQ�RI� WKH�

ODUJHVW�EDQNV�LQ�WKH�8�6��

�� 7KHUH�DUH�DSSUR[LPDWHO\�������PHPEHU�EDQNV�DQG�FUHGLW�XQLRQV�ZKR�SDUWLFLSDWH�LQ�

WKH�=HOOH�VHUYLFH��7KRVH�PHPEHUV�HQJDJH�LQ�WKHLU�RZQ�VLJQLILFDQW�PDUNHWLQJ�HIIRUWV�WR�HQFRXUDJH�

WKHLU�DFFRXQWKROGHUV�WR�VLJQ�XS�IRU�WKH�=HOOH�VHUYLFH�E\�PDUNHWLQJ�=HOOH�DV�D�IDVW��VDIH�DQG�VHFXUH�

ZD\�IRU�FRQVXPHUV�WR�VHQG�PRQH\��7KLV�LV�IDOVH��,Q�IDFW��WKHUH�DUH�KXJH��XQGLVFORVHG�VHFXULW\�ULVNV�

%(51$5'�0(16$+��LQGLYLGXDOO\��DQG�RQ�
EHKDOI�RI�DOO�RWKHUV�VLPLODUO\�VLWXDWHG��
�
� 3ODLQWLII��

Y��

&$3,7$/�21(��1�$���
�
� 'HIHQGDQW��
�

&DVH�1R���BBBBBBBBB�

&/$66�$&7,21�&203/$,17�
�
�
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RI�XVLQJ�WKH�VHUYLFH�WKDW�&DSLWDO�2QH�RPLWWHG�IURP�LWV�PDUNHWLQJ�SXVK�WR�JHW�LWV�DFFRXQWKROGHUV�WR�

VLJQ�XS�IRU�=HOOH������

�� &DSLWDO�2QH� SURPLQHQWO\� WRXWV� =HOOH� WR� LWV� DFFRXQWKROGHUV� DV� D� VHFXUH�� IUHH� DQG�

FRQYHQLHQW�ZDV�WR�PDNH�PRQH\�WUDQVIHUV��+RZHYHU��LW�PLVUHSUHVHQWV�DQG�RPLWV�D�NH\�IDFW�DERXW�

WKH�VHUYLFH�WKDW�LV�XQNQRZQ�WR�DFFRXQWKROGHUV���WKDW�WKHUH�LV�YLUWXDOO\�QR�UHFRXUVH�IRU�FRQVXPHUV�WR�

UHFRXS�ORVVHV�GXH�WR�IUDXG���,QGHHG��XQOLNH�YLUWXDOO\�HYHU\�RWKHU�SD\PHQW�PHWKRG�FRPPRQO\�XVHG�

E\� $PHULFDQ� FRQVXPHUV²GHELW� FDUGV�� FUHGLW� FDUGV�� DQG� FKHFNV²WKHUH� LV� D� QR� SURWHFWLRQ� IRU�

DFFRXQWKROGHUV�ZKR�DUH�YLFWLPV�RI�IUDXG��DQG�YLUWXDOO\�QR�UHFRXUVH�IRU�DFFRXQWKROGHUV�DWWHPSWLQJ�

WR�UHFRXS�ORVVHV�GXH�WR�IUDXG����

�� 7KH� XQLTXH��PLVUHSUHVHQWHG�� DQG� XQGLVFORVHG� DUFKLWHFWXUH� RI� WKH� =HOOH� SD\PHQW�

V\VWHP�PHDQV²DJDLQ��XQOLNH�RWKHU�SD\PHQW�RSWLRQV�FRPPRQO\�XVHG�E\�$PHULFDQ�FRQVXPHUV²

WKDW�YLUWXDOO\�DQ\�PRQH\�WUDQVIHUUHG�IRU�DQ\�UHDVRQ�YLD�=HOOH�LV�JRQH�IRUHYHU��ZLWKRXW�UHFRXUVH��

UHLPEXUVHPHQW�RU�SURWHFWLRQ���

�� :RUVH��&DSLWDO�2QH�PLVUHSUHVHQWV�DQG�RPLWV�WKH�WUXWK�DERXW�D�VHFUHW�SROLF\�LW�KDV�

DGRSWHG���LW�GRHV�QRW�DQG�ZLOO�QRW�UHLPEXUVH�LWV�DFFRXQWKROGHUV�IRU�ORVVHV�YLD�=HOOH�GXH�WR�IUDXG��

HYHQ�ZKHUH�WKRVH�ORVVHV�DUH�WLPHO\�UHSRUWHG�E\�DFFRXQWKROGHUV��

�� &DSLWDO�2QH�ZDV�UHTXLUHG�QRW�WR�PLVUHSUHVHQW�WKH�XQLTXH�DQG�GDQJHURXV�IHDWXUHV�RI�

WKH�=HOOH�VHUYLFH�LQ�LWV�PDUNHWLQJ�DERXW�LW�DQG�LQ�FRQWUDFWXDO�UHSUHVHQWDWLRQV���%XW�LW�IDLOHG�WR�GR�VR��

�� $V�D�UHVXOW��XVHUV�OLNH�3ODLQWLII�VLJQ�XS�IRU�DQG�XVH�WKH�=HOOH�VHUYLFH�ZLWKRXW� WKH�

EHQHILW�RI�DFFXUDWH�LQIRUPDWLRQ�UHJDUGLQJ�WKDW�VHUYLFH��DQG�ODWHU�HQG�XS�ZLWK�KXJH��XQUHLPEXUVHG�

ORVVHV�GXH�WR�IUDXG���6XFK�XVHUV�QHYHU�ZRXOG�KDYH�VLJQHG�XS�IRU�=HOOH�LQ�WKH�ILUVW�SODFH�LI�WKH\�KDG�

NQRZQ�WKH�H[WUHPH�ULVNV�RI�VLJQLQJ�XS�IRU�DQG�XVLQJ�WKH�VHUYLFH��
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�� $V�D�PHPEHU�RI�WKH�=HOOH�QHWZRUN��WKH�ULVNV�DUH�ZHOO�NQRZQ�WR�&DSLWDO�2QH�EXW�DUH�

RPLWWHG�IURP�DOO�RI�LWV�PDUNHWLQJ�UHJDUGLQJ�=HOOH��

��� $V�D�UHFHQW�1HZ�<RUN�7LPHV�LQYHVWLJDWLRQ�VKRZHG��IUDXG�RQ�WKH�=HOOH�QHWZRUN�LV�D�

ZLGHVSUHDG�VFRXUJH�RI�ZKLFK�EDQN�LV�ZHOO�DZDUH��4XRWLQJ�DQ�LQGXVWU\�H[SHUW��WKH�7LPHV�UHSRUWHG��

³2UJDQL]HG�FULPH�LV�UDPSDQW�´�VDLG�-RKQ�%X]]DUG��-DYHOLQ¶V�OHDG�IUDXG�DQDO\VW��³$�FRXSOH�
\HDUV�DJR��ZH�ZHUH�MXVW�VWDUWLQJ�WR�WDON�DERXW�LW´�RQ�DSSV�OLNH�=HOOH�DQG�9HQPR��0U��%X]]DUG�
VDLG��³1RZ��LW¶V�FRPPRQ�DQG�HYHU\ZKHUH�´�
�
7KH�EDQNV�DUH�DZDUH�RI�WKH�ZLGHVSUHDG�IUDXG�RQ�=HOOH��:KHQ�0U��)DXQFH�FDOOHG�>KLV�EDQN@�
WR� UHSRUW� WKH� FULPH�� WKH� FXVWRPHU� VHUYLFH� UHSUHVHQWDWLYH� WROG� KLP�� ³$� ORW� RI� SHRSOH� DUH�
JHWWLQJ�VFDPPHG�RQ�=HOOH�WKLV�ZD\�´�*HWWLQJ�ULSSHG�RII�IRU������ZDV�³DFWXDOO\�UHDOO\�JRRG�´�
0U��)DXQFH�VDLG�WKH�UHS�WROG�KLP��EHFDXVH�³PDQ\�SHRSOH�ZHUH�JHWWLQJ�KLW�IRU�WKRXVDQGV�RI�
GROODUV�´��
�

KWWSV���ZZZ�Q\WLPHV�FRP������������EXVLQHVV�SD\PHQWV�IUDXG�]HOOH�EDQNV�KWPO� �ODVW� DFFHVVHG�

0DUFK������������

��� +DG�3ODLQWLII�DQG�WKH�&ODVV�PHPEHUV�NQRZQ�RI�WKH�WUXH�RSHUDWLRQ�DQG�ULVNV�RI�WKH�

=HOOH�VHUYLFH²ULVNV�&DSLWDO�2QH�DORQH�ZDV�DZDUH�RI�DQG�DFWLYHO\�PLVUHSUHVHQWHG²WKH\�ZRXOG�QRW�

KDYH�VLJQHG�XS�IRU�DQG�XVHG�WKH�=HOOH�VHUYLFH��

��� 3ODLQWLII�DQG�WKH�&ODVV�PHPEHUV�KDYH�EHHQ�LQMXUHG�E\�VLJQLQJ�XS�IRU�DQG�XVLQJ�WKH��

=HOOH�VHUYLFH�RQ�&DSLWDO�2QH¶V�PRELOH�DSSOLFDWLRQ�DQG�ZHEVLWH��3ODLQWLII�EULQJV�WKLV�DFWLRQ�RQ�EHKDOI�

RI�KLPVHOI�� WKH�SXWDWLYH�&ODVV�� DQG� WKH� JHQHUDO� SXEOLF��3ODLQWLII� VHHNV� DFWXDO�GDPDJHV�� SXQLWLYH�

GDPDJHV��UHVWLWXWLRQ��DQG�DQ�LQMXQFWLRQ�RQ�EHKDOI�RI�WKH�JHQHUDO�SXEOLF�WR�SUHYHQW�&DSLWDO�2QH�DQG�

=HOOH�IURP�FRQWLQXLQJ�WR�HQJDJH�LQ�LWV�LOOHJDO�SUDFWLFHV�DV�GHVFULEHG�KHUHLQ���

3$57,(6�

��� 3ODLQWLII�%HUQDUG�0HQVDK�LV�D�FLWL]HQ�DQG�UHVLGHQW�RI�0LDPL�'DGH�&RXQW\��)ORULGD���
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��� 'HIHQGDQW�&DSLWDO�2QH��1�$��LV�D�IHGHUDOO\�FKDUWHUHG�EDQN�ZLWK�LWV�SULQFLSDO�SODFH�

RI�EXVLQHVV�LQ�0F/HDQ��9LUJLQLD��&DSLWDO�2QH�RSHUDWHV�DQG�FRQGXFWV�EXVLQHVV��WKURXJKRXW��WKH�6WDWH�

RI�)ORULGD��

-85,6',&7,21�$1'�9(18(�

��� 7KLV� &RXUW� KDV� VXEMHFW� PDWWHU� MXULVGLFWLRQ� SXUVXDQW� WR� )ORULGD� 5XOH� RI� &LYLO�

3URFHGXUH�������DQG�)OD��6WDW���������������7KH�PDWWHU�LQ�FRQWURYHUV\�H[FHHGV�WKH�VXP�RU�YDOXH�RI�

��������H[FOXVLYH�RI�LQWHUHVW��FRVWV��DQG�DWWRUQH\¶V�IHHV��

��� 'HIHQGDQW�LV�VXEMHFW�WR�SHUVRQDO�MXULVGLFWLRQ�LQ�)ORULGD�EHFDXVH�WKLV�VXLW�DULVHV�RXW�

RI�DQG�UHODWHV�WR�'HIHQGDQW¶V�FRQWDFWV�ZLWK�WKLV�VWDWH��'HIHQGDQW�LV�DXWKRUL]HG�WR�GR�EXVLQHVV�LQ�WKH�

6WDWH�RI�)ORULGD�DQG�PDLQWDLQV�D�QHWZRUN�RI�UHWDLO�EUDQFKHV�GRLQJ�EXVLQHVV�LQ�)ORULGD�WKDW�RSHUDWHV��

FRQGXFWV��HQJDJHV�LQ��DQG�RU�FDUULHV�RQ�EXVLQHVV�DQG�EXVLQHVV�DFWLYLWLHV�LQ�)ORULGD�DQG�HQJDJHV�LQ�

VXEVWDQWLDO�DQG�QRW�LVRODWHG�DFWLYLW\�LQ�)ORULGD��

��� 9HQXH� IRU� WKLV� DFWLRQ� LV� SURSHU� LQ� WKLV�&RXUW� SXUVXDQW� WR� )OD�� 6WDW�� �������� DQG�

��������EHFDXVH�'HIHQGDQW�KDV�DQ�DJHQW�RU�RWKHU�UHSUHVHQWDWLYH�DQG�D�VXEVWDQWLDO�SDUW�RI�WKH�HYHQWV�

DQG�RPLVVLRQV�JLYLQJ�ULVH�WR�WKLV�DFWLRQ�RFFXUUHG�LQ�0LDPL�'DGH�&RXQW\��)ORULGD���

)$&78$/�$//(*$7,216�

$� 2YHUYLHZ�

��� ,W�LV�IUHH�WR�VLJQ�XS�ZLWK�=HOOH��DQG�LQ�IDFW�=HOOH�LV�LQWHJUDWHG�LQWR�WKH�ZHEVLWHV�DQG�

PRELOH� DSSV�RI�&DSLWDO�2QH�� � ,Q�PDUNHWLQJ� DQG�ZLWKLQ� WKH�ZHEVLWH� DQG�DSS� LWVHOI��&DSLWDO�2QH�

HQFRXUDJHV�LWV�DFFRXQWKROGHUV�WR�VLJQ�XS�IRU�WKH�=HOOH�VHUYLFH²D�VLJQ�XS�WKDW�RFFXUV�TXLFNO\�ZLWKLQ�

WKH� &DSLWDO� 2QH� ZHEVLWH� RU� PRELOH� DSS�� � 'XULQJ� WKDW� VLJQ�XS� SURFHVV�� D� XVHU� SURYLGHV� EDVLF�

LQIRUPDWLRQ�WR�=HOOH�WR�OLQN�LQWR�WKH�=HOOH�QHWZRUN��
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��� :KLOH�=HOOH�SURYLGHV�D�OLQN�WR�ZKDW�LW�FDOOV�D�³8VHU�$JUHHPHQW´�RQ�LWV�ZHEVLWH��DW�

QR�WLPH�GXULQJ�WKH�VLJQ�XS�SURFHVV�RQ�WKH�EDQN¶V�ZHEVLWH�RU�DSS�GLG�3ODLQWLII�DJUHH�WR�EH�ERXQG�E\�

WKDW�GRFXPHQW��

��� 6LJQ�XS�IRU�WKH�=HOOH�VHUYLFH�DOORZV�WKH�IDVW�WUDQVIHU�RI�DFFRXQW�IXQGV�WR�RWKHU�=HOOH�

XVHUV��

��� &UHDWHG�LQ������E\�WKH�ODUJHVW�EDQNV�LQ� WKH�8�6�� WR�HQDEOH�LQVWDQW�GLJLWDO�PRQH\�

WUDQVIHUV��=HOOH�LV�E\�IDU�WKH�FRXQWU\¶V�PRVW�ZLGHO\�XVHG�PRQH\�WUDQVIHU�VHUYLFH��/DVW�\HDU��SHRSOH�

VHQW������ELOOLRQ�LQ�LPPHGLDWH�SD\PHQW�WUDQVIHUV�WKURXJK�=HOOH��

��� 7KH�=HOOH�QHWZRUN�LV�RSHUDWHG�E\�(DUO\�:DUQLQJ�6HUYLFHV��D�FRPSDQ\�FUHDWHG�DQG�

RZQHG�E\�VHYHQ�EDQNV��LQFOXGLQJ�'HIHQGDQW��%DQN�RI�$PHULFD��&DSLWDO�2QH��-30RUJDQ�&KDVH��

31&��7UXLVW��8�6��%DQN�DQG�:HOOV�)DUJR��

��� 7KH�=HOOH�VHUYLFH�LV�YHU\�SRSXODU��EXW�LW�DOVR�KDV�D�PDVVLYH�IUDXG�SUREOHP²LQ�QR�

VPDOO�SDUW�EHFDXVH�RI�WKH�LPPHGLDF\�ZLWK�ZKLFK�PRQH\�WUDQVIHUV�DUH�PDGH�RQ�WKH�VHUYLFH���,I�D�

IUDXGVWHU�UHPRYHV�PRQH\�IURP�D�=HOOH�XVHU¶V�EDQN�DFFRXQW��HLWKHU�GLUHFWO\�RU�E\�IRROLQJ�WKH�=HOOH�

XVHU�WR�WUDQVIHU�PRQH\��WKRVH�IXQGV�DUH�XQUHFRYHUDEOH�WR�WKH�FRQVXPHU��

��� 1HDUO\����PLOOLRQ�$PHULFDQV�ZHUH�GHIUDXGHG�WKURXJK�VFDPV�LQYROYLQJ�SHUVRQ�WR�

SHUVRQ� SD\PHQW� DSSV� OLNH� =HOOH� LQ� ����� DORQH�� DFFRUGLQJ� WR� -DYHOLQ� 6WUDWHJ\�	�5HVHDUFK�� DQ�

LQGXVWU\�FRQVXOWDQW��

��� 2UJDQL]HG�FULPH� LV� UDPSDQW�RQ�=HOOH�DQG�RWKHU�VLPLODU�SHUVRQ�WR�SHUVRQ� WUDQVIHU�

VHUYLFHV��

��� 7KH������EDQNV�DQG�FUHGLW�XQLRQV�ZKR�DUH�PHPEHUV�RI�WKH�=HOOH�QHWZRUN��LQFOXGLQJ�

&DSLWDO�2QH��NQRZ�IXOO�ZHOO�WKDW�WKH\�KDYH�D�ZLGHVSUHDG�IUDXG�SUREOHP�RQ�WKHLU�KDQGV��EXW�KDYH�
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PLVUHSUHVHQWHG�DQG�IDLOHG�WR�WDNH�VWHSV�WR�ZDUQ�WKHLU�DFFRXQWKROGHUV�RI�WKHVH�ULVNV²RU�SURWHFW�WKHLU�

DFFRXQWKROGHUV�ZKR�IDOO�SUH\�WR�IUDXG��

��� )RU�H[DPSOH��D�FRPPRQ�VFDP�LQYROYHV�D�VFDPPHU�LPSHUVRQDWLQJ�D�EDQN�HPSOR\HH�

DQG� UHTXHVWLQJ� WKDW� WKH� DFFRXQWKROGHU� WUDQVIHU� PRQH\� WR� D� GLIIHUHQW� EDQN� DFFRXQW� IRU� WHVWLQJ�

SXUSRVHV��8QVXVSHFWLQJ�=HOOH�XVHUV��WULFNHG�LQWR�PDNLQJ�D�IUDXGXOHQW�WUDQVIHU��LQ�PDQ\�FDVHV�VHQG�

KXQGUHGV�RU�WKRXVDQGV�RI�GROODUV�WR�IUDXGVWHUV��

��� ,Q�DQRWKHU�YHU\�FRPPRQ�VFKHPH��D�=HOOH�XVHU¶V�SKRQH�LV�VWROHQ�DQG�=HOOH�WUDQVIHUV�

DUH�PDGH�IURP�WKH�VWROHQ�SKRQH�WR�WKH�IUDXGVWHU�����

��� ,Q�VKRUW��DQG�XQEHNQRZQVW�WR�DYHUDJH�=HOOH�XVHUV��WKH�=HOOH�QHWZRUN�KDV�EHFRPH�D�

SUHIHUUHG�WRRO�IRU�IUDXGVWHUV�OLNH�URPDQFH�VFDPPHUV��FU\SWRFXUUHQF\�FRQ�DUWLVWV�DQG�WKRVH�ZKR�XVH�

VRFLDO�PHGLD�VLWHV�WR�DGYHUWLVH�IDNH�FRQFHUW�WLFNHWV�DQG�SXUHEUHG�SXSSLHV��

��� 6FDPV�OLNH�WKHVH�DUH�UDPSDQW�RQ�WKH�=HOOH�QHWZRUN�SUHFLVHO\�EHFDXVH�RI�WKH�GHVLJQ�

DQG� DUFKLWHFWXUH� RI� WKH� QHWZRUN�� VSHFLILFDOO\� WKDW� PRQH\� WUDQVIHU� LV� LQVWDQWDQHRXV� DQG�

XQUHFRYHUDEOH��,QGHHG��WKHUH�LV�YLUWXDOO\�QR�UHFRXUVH�IRU�FRQVXPHUV�WR�UHFRXS�ORVVHV�GXH�WR�IUDXG��

XQOLNH�RWKHU�SD\PHQW�PHWKRGV�FRPPRQO\�XVHG�E\�$PHULFDQ�FRQVXPHUV²GHELW�FDUGV��FUHGLW�FDUGV��

DQG�FKHFNV��=HOOH�SURYLGHV�QR�SURWHFWLRQ�IRU�DFFRXQWKROGHUV�ZKR�DUH�YLFWLPV�RI�IUDXG��DQG�&DSLWDO�

2QH�SURYLGHV�YLUWXDOO\�QR�UHFRXUVH�IRU�DFFRXQWKROGHUV�DWWHPSWLQJ�WR�UHFRXS�ORVVHV�GXH�WR�IUDXG����

��� 7KH� XQLTXH��PLVUHSUHVHQWHG�� DQG� XQGLVFORVHG� DUFKLWHFWXUH� RI� WKH� =HOOH� SD\PHQW�

V\VWHP� DQG� &DSLWDO� 2QH¶V� RZQ� IUDXG� SROLFLHV� PHDQV²DJDLQ�� XQOLNH� RWKHU� SD\PHQW� RSWLRQV�

FRPPRQO\�XVHG�E\�$PHULFDQ�FRQVXPHUV²WKDW�YLUWXDOO\�DQ\�PRQH\�WUDQVIHUUHG�IRU�DQ\�UHDVRQ�YLD�

=HOOH� LV� JRQH� IRUHYHU�� ZLWKRXW� UHFRXUVH�� UHLPEXUVHPHQW� RU� SURWHFWLRQ� IRU� YLFWLPL]HG�

DFFRXQWKROGHUV��

%� &DSLWDO�2QH�)DOVHO\�0DUNHWV�=HOOH�DV�D�6DIH�DQG�6HFXUH�:D\�WR�
7UDQVIHU�0RQH\��2PLWV�,QIRUPDWLRQ�5HJDUGLQJ�WKH�([WUHPH�5LVNV�RI�
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6LJQLQJ�8S�IRU�DQG�8VLQJ�WKH�6HUYLFH��DQG�0LVUHSUHVHQWV�)UDXG�
3URWHFWLRQV�5HJDUGLQJ�=HOOH�LQ�LWV�$FFRXQW�&RQWUDFW�
�

��� ,Q�LWV�PDUNHWLQJ�DERXW�=HOOH�DQG�GXULQJ�WKH�=HOOH�VLJQXS�SURFHVV�ZLWKLQ�WKH�%DQN¶V�

PRELOH�DSS�RU�ZHEVLWH��WKH�%DQN�PDNHV�UHSHDWHG�SURPLVHV�WKDW�=HOOH�LV�D�³IDVW��VDIH�DQG�HDV\�ZD\�

WR�VHQG�DQG�UHFHLYH�PRQH\´��HPSKDVLV�DGGHG�����

��� ,W�SURPLVHV��³0RYH�PRQH\�LQ�WKH�PRPHQW���6LPSO\�DQG�VHFXUHO\�±�ZLWK�ORWV�RI�

SHRSOH�\RX�NQRZ�´��HPSKDVLV�DGGHG�� 

��� ,W�DOVR�SURPLVHV��³:LWK�=HOOH��PRQH\�SD\PHQWV�DQG�UHTXHVWV�DUH�VLPSOH��VDIH²

DQG�IUHH²XVLQJ�WKH�&DSLWDO�2QH�0RELOH�DSS�´��HPSKDVLV�DGGHG�� 

��� $W�QR�WLPH�LQ�LWV�PDUNHWLQJ�RU�GXULQJ�WKH�VLJQ�XS�SURFHVV�GRHV�&DSLWDO�2QH�ZDUQ�

SRWHQWLDO�XVHUV�RI�WKH�WUXH�VHFXULW\�ULVNV�RI�XVLQJ�WKH�=HOOH�VHUYLFH²LQFOXGLQJ�WKH�ULVN�RI�IUDXG�DQG�

WKH�ULVN�WKDW�IUDXGXOHQW�ORVVHV�ZLOO�QHYHU�EH�UHLPEXUVHG�E\�&DSLWDO�2QH���

��� =HOOH¶V�VHUYLFHV�FDQ�FDXVH�XQVXVSHFWLQJ�FRQVXPHUV�OLNH�3ODLQWLII�WR�LQFXU�PDVVLYH�

ORVVHV�RQ�WKHLU�OLQNHG�EDQN�DFFRXQWV��

��� &DSLWDO�2QH�PLVUHSUHVHQWV� �DQG�RPLWV� IDFWV� DERXW�� WKH� WUXH�QDWXUH�� EHQHILWV�� DQG�

ULVNV�RI�WKH�=HOOH�VHUYLFH��IXQFWLRQLQJ�RI�ZKLFK�PHDQV�WKDW�XVHUV�DUH�DW�H[WUHPH�DQG�XQGLVFORVHG�

ULVN�RI�IUDXG�ZKHQ�XVLQJ�=HOOH��+DG�3ODLQWLII�EHHQ�DGHTXDWHO\�LQIRUPHG�RI�WKHVH�ULVNV��KH�ZRXOG�

QRW�KDYH�VLJQHG�XS�IRU�RU�XVHG�=HOOH���

��� 7KH�%DQN¶V�PDUNHWLQJ�UHSUHVHQWDWLRQV�DERXW�=HOOH²LQFOXGLQJ�ZLWKLQ� LWV�DSS�DQG�

ZHEVLWH²PLVUHSUHVHQW� DQG� QHYHU� GLVFORVH� WKHVH� ULVNV� DQG� PDWHULDO� IDFWV�� LQVWHDG� OXULQJ�

DFFRXQWKROGHUV�WR�VLJQ�XS�IRU�DQG�XVH�WKH�VHUYLFH�ZLWK�SURPLVHV�RI�HDVH��VDIHW\�DQG�VHFXULW\���

��� 7KHVH�UHSUHVHQWDWLRQV²ZKLFK�DOO�XVHUV�YLHZ�GXULQJ�WKH�VLJQ�XS�SURFHVV²DUH�IDOVH�

DQG�FRQWDLQ�PDWHULDO�RPLVVLRQV��
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��� &DSLWDO�2QH�PLVUHSUHVHQWV�WKH�WUXH�QDWXUH��EHQHILWV�DQG�ULVNV�RI�WKH�VHUYLFH��ZKLFK�

EXUGHQ�XVHUV�ZLWK�DQ�H[WUHPH�DQG�XQGLVFORVHG�ULVN�RI�=HOOH�FDXVLQJ�ORVVHV�GXH�WR�IUDXG��3ODLQWLII�

ZRXOG�QRW�KDYH�XVHG�=HOOH�LI�KH�KDG�EHHQ�DGHTXDWHO\�LQIRUPHG�RI�WKH�ULVNV��

��� 7KH�%DQN¶V�PLVUHSUHVHQWDWLRQV� DQG� RPLVVLRQV� DUH� HVSHFLDOO\� SHUQLFLRXV� EHFDXVH�

&DSLWDO�2QH�DORQH�NQRZV�D�FUXFLDO�IDFW�UHJDUGLQJ�=HOOH�WUDQVIHUV�WKDW�RFFXU�RQ�LWV�DFFRXQWKROGHUV¶�

DFFRXQWV�� �DV�D�PDWWHU�RI�VHFUHW�EDQN�SROLF\��IUDXG�LQGXFHG�=HOOH� WUDQVIHUV�ZLOO�DOPRVW�QHYHU�EH�

UHLPEXUVHG�WR�DFFRXQWKROGHUV����

��� ,QGHHG��XSRQ�LQIRUPDWLRQ�DQG�EHOLHI��&DSLWDO�2QH�PDLQWDLQV�VHFUHW�SROLF\�ZKHUHE\�

LW�UHIXVHV�WR�UHLPEXUVH�IUDXG�ORVVHV�LQFXUUHG�YLD�=HOOH��HYHQ�ZKHUH�LWV�DFFRXQWKROGHUV�WLPHO\�LQIRUP�

&DSLWDO�2QH�RI�WKH�IUDXG��

��� ,W�PLVUHSUHVHQWV�DQG�IDLOV�WR�GLVFORVH�WKLV�VHFUHW�SROLF\��

��� )XUWKHU�� &DSLWDO� 2QH¶V� $FFRXQW� 'LVFORVXUHV� DSSOLFDEOH� WR� FRQVXPHU� DFFRXQWV�

UHSHDWHGO\�SURPLVHV�XVHUV�WKDW��LI�WKH\�WLPHO\�UHSRUW�IUDXG��VXFK�IUDXG�ZLOO�EH�IDLUO\�LQYHVWLJDWHG�

DQG�DFFRXQWKROGHUV�ZLOO�QRW�EH�OLDEOH�IRU�IUDXGXOHQW�WUDQVIHUV��

����/LDELOLW\�IRU�8QDXWKRUL]HG�7UDQVIHUV�RQ�&RQVXPHU�$FFRXQWV�2QO\��
�
$��1RWLI\�XV�LPPHGLDWHO\�«�LI�\RX�EHOLHYH�WKDW�DQ�HOHFWURQLF�IXQG�WUDQVIHU�KDV�EHHQ�
PDGH� ZLWKRXW� \RXU� SHUPLVVLRQ�� 7HOHSKRQLQJ� LV� WKH� EHVW� ZD\� RI� NHHSLQJ� \RXU�
SRVVLEOH�ORVVHV�GRZQ��<RX�FRXOG�ORVH�DOO� WKH�PRQH\�LQ�\RXU�GHVLJQDWHG�DFFRXQWV�
�SOXV�DQ\�DYDLODEOH�UHYROYLQJ�OLQH�RI�FUHGLW��LI�DSSOLFDEOH���
�
>«@�
�
&��,I�\RX�WKLQN�WKDW�D�WUDQVIHU�RU�ZLWKGUDZDO�VKRZQ�RQ�\RXU�SHULRGLF�VWDWHPHQW�LV�
LQFRUUHFW��RU�LI�\RX�EHOLHYH�DQ�XQDXWKRUL]HG�WUDQVIHU�RU�ZLWKGUDZDO�KDV�WDNHQ�SODFH��
LQFOXGLQJ�WKRVH�PDGH�E\�\RXU�$70�'HELW�&DUG��FRGH��RU�RWKHU�PHDQV��FRQWDFW�XV�DW�
RQFH��:H�PXVW�EH�QRWLILHG�ZLWKLQ�VL[W\������GD\V�DIWHU�WKH�ILUVW�VWDWHPHQW�ZH�PDLOHG�
WR�\RX�RQ�ZKLFK�WKH�VXVSHFWHG�SUREOHP�DSSHDUHG��,I�\RX�GR�QRW�FRQWDFW�XV�ZLWKLQ�
WKLV�VL[W\������GD\�WLPH�SHULRG��\RX�FRXOG�EH�KHOG�UHVSRQVLEOH�IRU�DOO�XQDXWKRUL]HG�
WUDQVIHUV�DQG�ZLWKGUDZDOV�WKDW�RFFXUUHG�EHWZHHQ�WKH�HQG�RI�WKH�VL[W\������GD\�SHULRG�
DQG�WKH�WLPH�\RX�DFWXDOO\�QRWLILHG�XV�LI�WKH�WUDQVDFWLRQ�FRXOG�KDYH�EHHQ�SUHYHQWHG�
LI�ZH�KDG�EHHQ�QRWLILHG��
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�
'��,I�D�JRRG�UHDVRQ��VXFK�DV�D�ORQJ�WULS�RU�D�KRVSLWDO�VWD\��NHSW�\RX�IURP�WHOOLQJ�XV��
ZH�PD\�H[WHQG�WKH�DERYH�WLPH�SHULRGV��
�
(��,I�\RX�EHOLHYH�«�WKDW�VRPHRQH�KDV�WUDQVIHUUHG�RU�PD\�WUDQVIHU�PRQH\�IURP�\RXU�
DFFRXQW�ZLWKRXW�\RXU�SHUPLVVLRQ��\RX�PD\��
�
&DOO�XV�DW�����������������
�
:ULWH�XV�DW��
&DSLWDO�2QH��1�$��
�����3UHVWRQ�5G��
3ODQR��7;�������
$WWQ��&XVWRPHU�6HUYLFH�&HQWHU��
�
��� 7KHVH� SURYLVLRQV� DUH� DQG�ZHUH� UHDVRQDEO\� XQGHUVWRRG� E\� 3ODLQWLII� WR�PHDQ� WKDW�

3ODLQWLII�ZRXOG�QRW�EH�OLDEOH�IRU�HOHFWURQLF�IXQGV�WUDQVIHUV�HIIHFWXDWHG�E\�IUDXG��

&� 3ODLQWLII¶V�([SHULHQFH��

��� :KHQ�3ODLQWLII�VLJQHG�XS�IRU�=HOOH�KH�ZDV�QRW�LQIRUPHG�WKDW�=HOOH¶V�VHUYLFH�KDG�D�

VLJQLILFDQW� ³FDWFK´� DQG� WKDW� VLJQLILFDQW� PRQHWDU\� ORVVHV� FRXOG� UHVXOW� IURP� VLJQLQJ� XS� IRU� WKH�

VHUYLFH²RU�WKDW�WKRVH�ORVVHV�DOPRVW�QHYHU�DUH�UHLPEXUVHG�E\�XVHUV¶�EDQNV�RU�FUHGLW�XQLRQV����

��� )RU�H[DPSOH��RQ�$XJXVW�����������D�IUDXGVWHU�WUDQVIHUUHG�����������IURP�3ODLQWLII¶V�

SHUVRQDO�EDQN�DFFRXQW�XVLQJ�WKH�=HOOH�VHUYLFH��

��� ,Q�$XJXVW�������3ODLQWLII�UHORFDWHG�WR�0LDPL��)ORULGD�DQG�ZDV�VHDUFKLQJ�IRU�UHQWDO�

DSDUWPHQWV�RQOLQH��3ODLQWLII�EHOLHYHG�KH�IRXQG�D�SRWHQWLDO�XQLW�WR�OHDVH�RQ�DSDUWPHQWV�FRP��VR�KH�

UHDFKHG�RXW�WR�WKH�SXUSRUWHG�ODQGORUG��ZKR�LQ�UHDOLW\�ZDV�D�IUDXGVWHU��WR�H[SUHVV�KLV�LQWHUHVW�LQ�WKH�

DSDUWPHQW���

��� %HIRUH�VLJQLQJ�D� OHDVH��KRZHYHU��3ODLQWLII�ZDQWHG� WR� WRXU� WKH�SURSHUW\� LQ�SHUVRQ��

7KH�IUDXGVWHU�KDSSLO\�DJUHHG�DQG�VFKHGXOHG�D�WLPH�IRU�WKH�WZR�WR�PHHW�DQG�YLHZ�WKH�DSDUWPHQW����

��� $IWHU� WRXULQJ� WKH� DSDUWPHQW�� 3ODLQWLII� QHJRWLDWHG� WHUPV� RI� WKH� ³OHDVH´� ZLWK� WKH�

IUDXGVWHU��UHDFKHG�DQ�DJUHHPHQW��DQG�VLJQHG�WKH�³OHDVH�´��
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��� 8SRQ� VLJQLQJ�� 3ODLQWLII� WUDQVIHUUHG� ���������� YLD� =HOOH� WR� WKH� IUDXGVWHU� IRU� KLV�

GHSRVLW�RI�ILUVW�DQG�ODVW�PRQWK¶V�UHQW��

��� /DWHU� WKDW�GD\��3ODLQWLII�UHFHLYHG�DQ�HPDLO�IURP�D�GLIIHUHQW�SHUVRQ�ZLWK�WKH�VDPH�

SURSHUW\��VDPH�GHVFULSWLRQ��DQG�VDPH�UHQWDO�DSSOLFDWLRQ��EXW�LW�ZDV�OLVWHG�RQ�UHDOWRUV�FRP���

��� $W�WKLV�SRLQW��3ODLQWLII�GHWHUPLQHG�KH�IHOO�YLFWLP�WR�IUDXG�DQG�LPPHGLDWHO\�QRWLILHG�

&DSLWDO�2QH�ZKR�DVVXUHG�KLP�LW�ZRXOG�LVVXH�D�VWRS�SD\PHQW�RQ�WKH�SHQGLQJ�=HOOH�WUDQVIHU���

��� 7KH�QH[W�GD\��KRZHYHU��3ODLQWLII�FDOOHG�&DSLWDO�2QH�IRU�DQ�XSGDWH�DQG�ZDV�LQIRUPHG�

WKDW�&DSLWDO�2QH�FRXOG�QRW�LVVXH�D�VWRS�SD\PHQW�DQG�RQO\�=HOOH�KDG�WKH�DXWKRULW\�WR�GR�VR��

��� 'HVSLWH�3ODLQWLII�WLPHO\�DOHUWLQJ�&DSLWDO�2QH�RI�WKH�IUDXG��&DSLWDO�2QH�UHIXVHG�WR�

UHLPEXUVH�KLP�IRU�WKH�ORVVHV��

&/$66�$//(*$7,216�

��� 3XUVXDQW�WR�)ORULGD�5XOH�RI�&LYLO�3URFHGXUH�������E�����DQG��E������3ODLQWLII�EULQJV�

WKLV�DFWLRQ�LQGLYLGXDOO\�DQG�DV�UHSUHVHQWDWLYHV�RI�DOO�WKRVH�VLPLODUO\�VLWXDWHG��RQ�EHKDOI�RI�WKH�EHORZ�

GHILQHG�&ODVVHV��

$OO�SHUVRQV�ZLWK�D�&DSLWDO�2QH�DFFRXQW�ZKR�VLJQHG�XS�IRU�WKH�=HOOH�
6HUYLFH�DQG�LQFXUUHG�XQUHLPEXUVHG�ORVVHV�GXH�WR�IUDXG��WKH�³&ODVV´���
�
$OO�)ORULGD�SHUVRQV�ZLWK�D�&DSLWDO�2QH�DFFRXQW�ZKR�VLJQHG�XS�IRU�
WKH�=HOOH�6HUYLFH�DQG�LQFXUUHG�XQUHLPEXUVHG�ORVVHV�GXH�WR�IUDXG��WKH�
³)ORULGD�6XEFODVV´���
�

��� ([FOXGHG�IURP�WKH�&ODVVHV�DUH�'HIHQGDQW�DQG�LWV�DIILOLDWHV��SDUHQWV��VXEVLGLDULHV��

HPSOR\HHV��RIILFHUV��DJHQWV��DQG�GLUHFWRUV��$OVR�H[FOXGHG�DUH�DQ\�MXGLFLDO�RIILFHUV�SUHVLGLQJ�RYHU�

WKLV�PDWWHU�DQG�WKH�PHPEHUV�RI�WKHLU�LPPHGLDWH�IDPLOLHV�DQG�MXGLFLDO�VWDIIV��

��� 7KLV�FDVH�LV�DSSURSULDWH�IRU�FODVV�WUHDWPHQW�EHFDXVH�3ODLQWLII�FDQ�SURYH�WKH�HOHPHQWV�

RI�WKHLU�FODLPV�RQ�D�FODVV�ZLGH�EDVLV�XVLQJ�WKH�VDPH�HYLGHQFH�DV�ZRXOG�EH�XVHG�WR�SURYH�WKRVH�

HOHPHQWV�LQ�LQGLYLGXDO�DFWLRQV�DOOHJLQJ�WKH�VDPH�FODLPV��
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��� 1XPHURVLW\��7KH� PHPEHUV� RI� WKH� &ODVVHV� DUH� VR� QXPHURXV� WKDW� MRLQGHU� RI� DOO�

PHPEHUV� ZRXOG� EH� XQIHDVLEOH� DQG� LPSUDFWLFDEOH�� 7KH� SUHFLVH� PHPEHUVKLS� RI� WKH� &ODVVHV� LV�

XQNQRZQ�WR�3ODLQWLII�DW� WKLV� WLPH��KRZHYHU�� LW� LV�HVWLPDWHG�WKDW� WKH�&ODVVHV�DUH�JUHDWHU� WKDQ�RQH�

KXQGUHG�LQGLYLGXDOV��7KH�LGHQWLW\�RI�VXFK�PHPEHUVKLS�LV�UHDGLO\�DVFHUWDLQDEOH�YLD�LQVSHFWLRQ�RI�

'HIHQGDQW¶V�ERRNV�DQG�UHFRUGV�RU�RWKHU�DSSURYHG�PHWKRGV��&ODVV�PHPEHUV�PD\�EH�QRWLILHG�RI�WKH�

SHQGHQF\�RI�WKLV�DFWLRQ�E\�PDLO��HPDLO��LQWHUQHW�SRVWLQJV��DQG�RU�SXEOLFDWLRQ��

��� &RPPRQ�4XHVWLRQV�RI�/DZ�RU�)DFW��7KHUH�DUH�FRPPRQ�TXHVWLRQV�RI�ODZ�DQG�IDFW�

DV�WR�3ODLQWLII�DQG�DOO�RWKHU�VLPLODUO\�VLWXDWHG�SHUVRQV��ZKLFK�SUHGRPLQDWH�RYHU�TXHVWLRQV�DIIHFWLQJ�

RQO\�LQGLYLGXDO�&ODVV�PHPEHUV��LQFOXGLQJ��ZLWKRXW�OLPLWDWLRQ��

D� :KHWKHU�'HIHQGDQW¶V�UHSUHVHQWDWLRQV�DQG�RPLVVLRQV�DERXW�WKH�=HOOH�VHUYLFH�DUH�

IDOVH��PLVOHDGLQJ��GHFHSWLYH��RU�OLNHO\�WR�GHFHLYH���

E� :KHWKHU�'HIHQGDQW�IDLOHG�WR�GLVFORVH�WKH�ULVNV�RI�XVLQJ�WKH�=HOOH�VHUYLFH��

F� :KHWKHU�3ODLQWLII�DQG�WKH�&ODVV�PHPEHUV�ZHUH�GDPDJHG�E\�'HIHQGDQW¶V�FRQGXFW��

G� :KHWKHU�'HIHQGDQW¶V�DFWLRQV�RU�LQDFWLRQV�YLRODWHG�WKH�FRQVXPHU�SURWHFWLRQ�VWDWXWH�

LQYRNHG�KHUHLQ��DQG�

H� :KHWKHU�3ODLQWLII�LV�HQWLWOHG�WR�D�SUHOLPLQDU\�DQG�SHUPDQHQW�LQMXQFWLRQ�HQMRLQLQJ�

'HIHQGDQW¶V�FRQGXFW��

��� 3UHGRPLQDQFH� RI� &RPPRQ� 4XHVWLRQV�� &RPPRQ� TXHVWLRQV� RI� ODZ� DQG� IDFW�

SUHGRPLQDWH� RYHU� TXHVWLRQV� WKDW� DIIHFW� RQO\� LQGLYLGXDO�PHPEHUV� RI� WKH�&ODVVHV��7KH� FRPPRQ�

TXHVWLRQV�RI�ODZ�VHW�IRUWK�DERYH�DUH�QXPHURXV�DQG�VXEVWDQWLDO�DQG�VWHP�IURP�'HIHQGDQW¶V�XQLIRUP�

SUDFWLFHV� DSSOLFDEOH� WR� HDFK� LQGLYLGXDO� &ODVV� PHPEHU�� $V� VXFK�� WKHVH� FRPPRQ� TXHVWLRQV�

SUHGRPLQDWH�RYHU�LQGLYLGXDO�TXHVWLRQV�FRQFHUQLQJ�HDFK�&ODVV�PHPEHU¶V�VKRZLQJ�DV�WR�KLV�RU�KHU�

HOLJLELOLW\�IRU�UHFRYHU\�RU�DV�WR�WKH�DPRXQW�RI�KLV�RU�KHU�GDPDJHV��
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��� 7\SLFDOLW\��3ODLQWLII¶V�FODLPV�DUH�W\SLFDO�RI�WKH�FODLPV�RI�WKH�RWKHU�PHPEHUV�RI�WKH�

&ODVVHV� EHFDXVH�� DPRQJ� RWKHU� WKLQJV�� 3ODLQWLII� DQG� DOO� &ODVV� PHPEHUV� ZHUH� VLPLODUO\� LQMXUHG�

WKURXJK�'HIHQGDQW¶V�XQLIRUP�PLVFRQGXFW�DV�DOOHJHG�DERYH��$V�DOOHJHG�KHUHLQ��3ODLQWLII��OLNH�WKH�

PHPEHUV�RI�WKH�&ODVVHV��ZHUH�GHSULYHG�RI�PRQLHV�WKDW�ULJKWIXOO\�EHORQJHG�WR�WKHP��)XUWKHU��WKHUH�

DUH�QR�GHIHQVHV�DYDLODEOH�WR�'HIHQGDQW�WKDW�DUH�XQLTXH�WR�3ODLQWLII��

��� $GHTXDF\�RI�5HSUHVHQWDWLRQ��3ODLQWLII�LV�DQ�DGHTXDWH�FODVV�UHSUHVHQWDWLYH�EHFDXVH�

WKH\�DUH�IXOO\�SUHSDUHG�WR�WDNH�DOO�QHFHVVDU\�VWHSV�WR�UHSUHVHQW�IDLUO\�DQG�DGHTXDWHO\�WKH�LQWHUHVWV�

RI�WKH�PHPEHUV�RI�WKH�&ODVVHV��DQG�EHFDXVH�WKHLU�LQWHUHVWV�GR�QRW�FRQIOLFW�ZLWK�WKH�LQWHUHVWV�RI�WKH�

RWKHU�&ODVV�PHPEHUV�WKH\�VHHN�WR�UHSUHVHQW��0RUHRYHU��3ODLQWLII¶V�DWWRUQH\V�DUH�UHDG\��ZLOOLQJ��DQG�

DEOH�WR�IXOO\�DQG�DGHTXDWHO\�UHSUHVHQW�3ODLQWLII�DQG�WKH�PHPEHUV�RI�WKH�&ODVVHV��3ODLQWLII¶V�DWWRUQH\V�

DUH�H[SHULHQFHG�LQ�FRPSOH[�FODVV�DFWLRQ�OLWLJDWLRQ��DQG�WKH\�ZLOO�SURVHFXWH�WKLV�DFWLRQ�YLJRURXVO\���

��� 6XSHULRULW\��7KH� QDWXUH� RI� WKLV� DFWLRQ� DQG� WKH� FODLPV� DYDLODEOH� WR� 3ODLQWLII� DQG�

PHPEHUV� RI� WKH� &ODVVHV� PDNH� WKH� FODVV� DFWLRQ� IRUPDW� D� SDUWLFXODUO\� HIILFLHQW� DQG� DSSURSULDWH�

SURFHGXUH�WR�UHGUHVV�WKH�YLRODWLRQV�DOOHJHG�KHUHLQ��,I�HDFK�&ODVV�PHPEHU�ZHUH�UHTXLUHG�WR�ILOH�DQ�

LQGLYLGXDO�ODZVXLW��'HIHQGDQW�ZRXOG�QHFHVVDULO\�JDLQ�DQ�XQFRQVFLRQDEOH�DGYDQWDJH�VLQFH�LW�ZRXOG�

EH�DEOH�WR�H[SORLW�DQG�RYHUZKHOP�WKH�OLPLWHG�UHVRXUFHV�RI�HDFK�LQGLYLGXDO�3ODLQWLII�ZLWK�LWV�YDVWO\�

VXSHULRU�ILQDQFLDO�DQG�OHJDO�UHVRXUFHV��0RUHRYHU��WKH�SURVHFXWLRQ�RI�VHSDUDWH�DFWLRQV�E\�LQGLYLGXDO�

&ODVV�PHPEHUV��HYHQ�LI�SRVVLEOH��ZRXOG�FUHDWH�D�VXEVWDQWLDO�ULVN�RI�LQFRQVLVWHQW�RU�YDU\LQJ�YHUGLFWV�

RU�DGMXGLFDWLRQV�ZLWK�UHVSHFW�WR�WKH�LQGLYLGXDO�&ODVV�PHPEHUV�DJDLQVW�'HIHQGDQW��DQG�ZKLFK�ZRXOG�

HVWDEOLVK�SRWHQWLDOO\�LQFRPSDWLEOH�VWDQGDUGV�RI�FRQGXFW�IRU�'HIHQGDQW�DQG�RU�OHJDO�GHWHUPLQDWLRQV�

ZLWK�UHVSHFW�WR�LQGLYLGXDO�&ODVV�PHPEHUV�ZKLFK�ZRXOG��DV�D�SUDFWLFDO�PDWWHU��EH�GLVSRVLWLYH�RI�WKH�

LQWHUHVWV�RI� WKH�RWKHU�&ODVV�PHPEHUV�QRW�SDUWLHV� WR� DGMXGLFDWLRQV�RU�ZKLFK�ZRXOG� VXEVWDQWLDOO\�

LPSDLU�RU�LPSHGH�WKH�DELOLW\�RI�WKH�&ODVV�PHPEHUV�WR�SURWHFW�WKHLU�LQWHUHVWV��)XUWKHU��WKH�FODLPV�RI�
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WKH� LQGLYLGXDO�PHPEHUV�RI� WKH�&ODVVHV�DUH�QRW�VXIILFLHQWO\� ODUJH� WR�ZDUUDQW�YLJRURXV� LQGLYLGXDO�

SURVHFXWLRQ�FRQVLGHULQJ�DOO�RI�WKH�FRQFRPLWDQW�FRVWV�DQG�H[SHQVHV�DWWHQGLQJ�WKHUHWR��

),567�&$86(�2)�$&7,21�
9LRODWLRQ�RI�WKH�)ORULGD�'HFHSWLYH�DQG�8QIDLU�7UDGH�3UDFWLFHV�$FW��³)'873$´���

)OD��6WDW�������������HW�VHT��et seq. 
�$VVHUWHG�RQ�%HKDOI�RI�WKH�&ODVVHV��

�
��� 3ODLQWLII�UHSHDWV�DQG�UHDOOHJHV�WKH�DERYH�DOOHJDWLRQV�DV�LI�IXOO\�VHW�IRUWK�KHUHLQ��

��� 7KLV�FDXVH�RI�DFWLRQ�LV�EURXJKW�SXUVXDQW�WR�WKH�)ORULGD�'HFHSWLYH�DQG�8QIDLU�7UDGH�

3UDFWLFHV�$FW��)OD��6WDW�������������HW�VHT��7KH�VWDWHG�SXUSRVH�RI�WKH�)'873$�LV�WR�³SURWHFW�WKH�

FRQVXPLQJ�SXEOLF�«�IURP�WKRVH�ZKR�HQJDJH�LQ�XQIDLU�PHWKRGV�RI�FRPSHWLWLRQ��RU�XQFRQVFLRQDEOH��

GHFHSWLYH�� RU� XQIDLU� DFWV� RU� SUDFWLFHV� LQ� WKH� FRQGXFW� RI� DQ\� WUDGH� RU� FRPPHUFH�´� )OD�� 6WDW�� ��

�������������

��� 3ODLQWLII� DQG� PHPEHUV� RI� WKH� FODVV� DUH� ³FRQVXPHUV´� DV� GHILQHG� E\� )OD�� 6WDW�� ��

�������������

��� 'HIHQGDQW�HQJDJHG�LQ�³WUDGH�RU�FRPPHUFH´�DV�GHILQHG�E\�)OD��6WDW���������������

E\�RIIHULQJ�WKH�=HOOH�PRQH\�WUDQVIHU�VHUYLFHV�WKURXJK�LWV�ZHEVLWH�DQG�PRELOH�DSS��

��� �$V�GHVFULEHG�KHUHLQ��&DSLWDO�2QH¶V�PLVUHSUHVHQWDWLRQV�WKDW�LW�SURYLGHV�VDIH��VHFXUH��

=HOOH�PRQH\�WUDQVIHU�VHUYLFHV�WKURXJK�LWV�ZHEVLWH�DQG�PRELOH�DSS�FRQVWLWXWHV�DQ�XQFRQVFLRQDEOH��

XQIDLU�DQG�RU�GHFHSWLYH�DFW�LQ�WUDGH�RU�FRPPHUFH�LQ�YLRODWLRQ�RI�)OD��6WDW�������������

��� $V� GHVFULEHG� KHUHLQ�� &DSLWDO� 2QH¶V� PLVUHSUHVHQWDWLRQV� WKDW� LW� ZLOO� SURWHFW�

DFFRXQWKROGHUV�ZKR� LQFXU� IUDXG� ORVVHV� YLD�=HOOH�� HYHQ�ZKHUH� LWV� DFFRXQWKROGHUV� WLPHO\� LQIRUP�

&DSLWDO�2QH�RI�WKH�IUDXG��FRQVWLWXWHV�DQ�XQFRQVFLRQDEOH��XQIDLU�DQG�RU�GHFHSWLYH�DFW� LQ� WUDGH�RU�

FRPPHUFH�LQ�YLRODWLRQ�RI�)OD��6WDW�������������

��� &DSLWDO�2QH¶V�GHFHSWLYH�RPLVVLRQV�RI�WKH�PDWHULDO�VHFXULW\�ULVNV�RI�XVLQJ�WKH�=HOOH�

VHUYLFH��LQFOXGLQJ�WKH�ULVN�RI�IUDXG�DQG�WKH�ULVN�WKDW�IUDXGXOHQW�ORVVHV�ZLOO�QHYHU�EH�UHLPEXUVHG�E\�
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&DSLWDO�2QH�DV�D�PDWWHU�RI�VHFUHW�SROLF\��LV�D�SUDFWLFH�WKDW�LV�OLNHO\�WR�PLVOHDG�D�FRQVXPHU�DFWLQJ�

UHDVRQDEO\�XQGHU�WKH�FLUFXPVWDQFHV��WR�WKH�FRQVXPHU¶V�GHWULPHQW���

��� 'HIHQGDQW¶V�SUDFWLFHV��DV�GHVFULEHG�KHUHLQ��FRQVWLWXWH�GHFHSWLYH�DQG�RU�IUDXGXOHQW�

EXVLQHVV�SUDFWLFHV� LQ�YLRODWLRQ�RI� WKH�)'873$�EHFDXVH��DPRQJ�RWKHU� WKLQJV�� WKH\�DUH� OLNHO\� WR�

GHFHLYH�UHDVRQDEOH�FRQVXPHUV��ZKR�H[SHFW�WKHLU�EDQN�WR�IXOO\�LQYHVWLJDWH�DQG�SURWHFW�IUDXGXOHQW�

ORVVHV�LQFXUUHG�XVLQJ�WKH�=HOOH�VHUYLFH��0RUHRYHU��'HIHQGDQW�FRQFHDOHG�WKH�VHFXULW\�ULVNV�RI�XVLQJ�

WKH�=HOOH� VHUYLFH�� LQFOXGLQJ� WKH� ULVN� RI� IUDXG� DQG� WKH� ULVN� WKDW� IUDXGXOHQW� ORVVHV�ZLOO� QHYHU� EH�

UHLPEXUVHG�E\�&DSLWDO�2QH�DV�D�PDWWHU�RI�VHFUHW�SROLF\�� LV�D�SUDFWLFH�WKDW� LV� OLNHO\�WR�GHFHLYH�D�

FRQVXPHU�DFWLQJ�UHDVRQDEO\�XQGHU�WKH�FLUFXPVWDQFHV��WR�WKH�FRQVXPHU¶V�GHWULPHQW��

6(&21'�&$86(�2)�$&7,21�
%UHDFK�RI�&RQWUDFW�,QFOXGLQJ�%UHDFK�RI�WKH�&RYHQDQW�RI�*RRG�)DLWK�DQG�)DLU�'HDOLQJ�

�$VVHUWHG�RQ�%HKDOI�RI�WKH�&ODVVHV��
�

��� 3ODLQWLII�UHSHDWV�DQG�UHDOOHJHV�WKH�DERYH�DOOHJDWLRQV�DV�LI�IXOO\�VHW�IRUWK�KHUHLQ��

��� 3ODLQWLII� DQG�PHPEHUV� RI� WKH�&ODVVHV� FRQWUDFWHG�ZLWK� &DSLWDO�2QH� IRU� FKHFNLQJ�

DFFRXQW�VHUYLFHV��DV�HPERGLHG�LQ�WKH�$FFRXQW�'LVFORVXUHV��

��� &DSLWDO�2QH�EUHDFKHG�WKH�WHUPV�RI�LWV�FRQWUDFW�ZLWK�FRQVXPHUV�ZKHQ�DV�GHVFULEHG�

KHUHLQ�� &DSLWDO�2QH� IDLOHG� WR� IDLUO\� LQYHVWLJDWLRQ� UHSRUWHG� IUDXGXOHQW� WUDQVDFWLRQV� RQ� WKH� =HOOH�

PRQH\�WUDQVIHU�VHUYLFH�DQG�IDLOHG�WR�UHLPEXUVH�DFFRXQWKROGHUV�IRU�IUDXG�LQGXFHG�ORVVHV�LQFXUUHG�

XVLQJ�WKH�=HOOH�VHUYLFH���

��� )XUWKHU��XQGHU�WKH�ODZ�RI�HDFK�RI�WKH�VWDWHV�ZKHUH�&DSLWDO�2QH�GRHV�EXVLQHVV��DQ�

LPSOLHG�FRYHQDQW�RI�JRRG�IDLWK�DQG�IDLU�GHDOLQJ�JRYHUQV�HYHU\�FRQWUDFW��7KH�FRYHQDQW�RI�JRRG�IDLWK�

DQG�IDLU�GHDOLQJ�FRQVWUDLQV�'HIHQGDQW¶V�GLVFUHWLRQ�WR�DEXVH�VHOI�JUDQWHG�FRQWUDFWXDO�SRZHUV���

��� 7KLV� JRRG� IDLWK� UHTXLUHPHQW� H[WHQGV� WR� WKH� PDQQHU� LQ� ZKLFK� D� SDUW\� HPSOR\V�

GLVFUHWLRQ�FRQIHUUHG�E\�D�FRQWUDFW���

Case 1:22-cv-21681-XXXX   Document 1-2   Entered on FLSD Docket 06/01/2022   Page 15 of 48



��� *RRG�IDLWK�DQG�IDLU�GHDOLQJ��LQ�FRQQHFWLRQ�ZLWK�H[HFXWLQJ�FRQWUDFWV�DQG�GLVFKDUJLQJ�

SHUIRUPDQFH�DQG�RWKHU�GXWLHV�DFFRUGLQJ�WR�WKHLU�WHUPV��PHDQV�SUHVHUYLQJ�WKH�VSLULW²QRW�PHUHO\�

WKH�OHWWHU²RI�WKH�EDUJDLQ��3XW�GLIIHUHQWO\��WKH�SDUWLHV�WR�D�FRQWUDFW�DUH�PXWXDOO\�REOLJDWHG�WR�FRPSO\�

ZLWK�WKH�VXEVWDQFH�RI�WKHLU�FRQWUDFW�LQ�DGGLWLRQ�WR�LWV�IRUP��(YDGLQJ�WKH�VSLULW�RI�WKH�EDUJDLQ�DQG�

DEXVLQJ� WKH� SRZHU� WR� VSHFLI\� WHUPV� FRQVWLWXWH� H[DPSOHV� RI� EDG� IDLWK� LQ� WKH� SHUIRUPDQFH� RI�

FRQWUDFWV��

��� 6XEWHUIXJH�DQG�HYDVLRQ�YLRODWH�WKH�REOLJDWLRQ�RI�JRRG�IDLWK�LQ�SHUIRUPDQFH�HYHQ�

ZKHQ�DQ�DFWRU�EHOLHYHV�KLV�FRQGXFW�WR�EH�MXVWLILHG��$�ODFN�RI�JRRG�IDLWK�PD\�EH�RYHUW�RU�PD\�FRQVLVW�

RI�LQDFWLRQ��DQG�IDLU�GHDOLQJ�PD\�UHTXLUH�PRUH�WKDQ�KRQHVW\��2WKHU�H[DPSOHV�RI�YLRODWLRQV�RI�JRRG�

IDLWK�DQG�IDLU�GHDOLQJ�DUH�ZLOOIXO�UHQGHULQJ�RI�LPSHUIHFW�SHUIRUPDQFH��DEXVH�RI�D�SRZHU�WR�VSHFLI\�

WHUPV��DQG�LQWHUIHUHQFH�ZLWK�RU�IDLOXUH�WR�FRRSHUDWH�LQ�WKH�RWKHU�SDUW\¶V�SHUIRUPDQFH��

��� 'HIHQGDQW�EUHDFKHG�WKH�FRYHQDQW�RI�JRRG�IDLWK�DQG�IDLU�GHDOLQJ�ZKHQ�LW�IDLOHG�WR�

IDLUO\�LQYHVWLJDWLRQ�UHSRUWHG�IUDXGXOHQW�WUDQVDFWLRQV�RQ�WKH�=HOOH�PRQH\�WUDQVIHU�VHUYLFH�DQG�IDLOHG�

WR�UHLPEXUVH�DFFRXQWKROGHUV�IRU�IUDXG�LQGXFHG�ORVVHV�LQFXUUHG�XVLQJ�WKH�=HOOH�VHUYLFH��

��� (DFK�RI�'HIHQGDQW¶V�DFWLRQV�ZDV�GRQH�LQ�EDG�IDLWK�DQG�ZDV�DUELWUDU\�DQG�FDSULFLRXV���

��� 3ODLQWLII�DQG�PHPEHUV�RI�WKH�&ODVVHV�KDYH�SHUIRUPHG�DOO�RI�WKH�REOLJDWLRQV�LPSRVHG�

RQ�WKHP�XQGHU�WKH�FRQWUDFW���

��� 3ODLQWLII�DQG�PHPEHUV�RI�WKH�&ODVVHV�KDYH�VXVWDLQHG�PRQHWDU\�GDPDJHV�DV�D�UHVXOW�

RI�&DSLWDO�2QH¶V�EUHDFKHV�RI�WKH�FRQWUDFW�DQG�FRYHQDQW�RI�JRRG�IDLWK�DQG�IDLU�GHDOLQJ��

35$<(5�)25�5(/,()�

:+(5()25(��3ODLQWLII��LQGLYLGXDOO\�DQG�RQ�EHKDOI�RI�WKH�&ODVVHV��GHPDQGV�D�MXU\�WULDO�RQ�

DOO�FODLPV�VR�WULDEOH�DQG�MXGJPHQW�DV�IROORZV��
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$� &HUWLI\LQJ� WKH�SURSRVHG�&ODVVHV�� DSSRLQWLQJ�3ODLQWLII� DV� UHSUHVHQWDWLYH�RI�

WKH�&ODVVHV��DQG�DSSRLQWLQJ�FRXQVHO�IRU�3ODLQWLII�DV�OHDG�FRXQVHO�IRU�WKH�UHVSHFWLYH�&ODVVHV��

%� 'HFODULQJ� WKDW� 'HIHQGDQW¶V� SROLFLHV� DQG� SUDFWLFHV� DV� GHVFULEHG� KHUHLQ�

FRQVWLWXWH�D�EUHDFK�RI�FRQWUDFW��DQG�D�EUHDFK�RI�WKH�FRYHQDQW�RI�JRRG�IDLWK�DQG�IDLU�GHDOLQJ�

RU�XQMXVW�HQULFKPHQW��DQG�YLRODWLRQ�RI�)ORULGD¶V�'HFHSWLYH�DQG�8QIDLU�7UDGH�3UDFWLFHV�$FW���

&� (QMRLQLQJ�'HIHQGDQW�IURP�WKH�ZURQJIXO�FRQGXFW�DV�GHVFULEHG�KHUHLQ���

'� $ZDUGLQJ�UHVWLWXWLRQ�RI�DOO�IHHV�DW�LVVXH�SDLG�WR�'HIHQGDQW�E\�3ODLQWLII�DQG�

WKH�&ODVVHV�DV�D�UHVXOW�RI�WKH�ZURQJV�DOOHJHG�KHUHLQ�LQ�DQ�DPRXQW�WR�EH�GHWHUPLQHG�DW�WULDO��

(� &RPSHOOLQJ�GLVJRUJHPHQW�RI�WKH�LOO�JRWWHQ�JDLQV�GHULYHG�E\�'HIHQGDQW�IURP�

LWV�PLVFRQGXFW��

)� $ZDUGLQJ�DFWXDO�DQG�RU�FRPSHQVDWRU\�GDPDJHV�LQ�DQ�DPRXQW�DFFRUGLQJ�WR�

SURRI��

*� 3XQLWLYH�DQG�H[HPSODU\�GDPDJHV��

+� $ZDUGLQJ� SUH�MXGJPHQW� LQWHUHVW� DW� WKH� PD[LPXP� UDWH� SHUPLWWHG� E\�

DSSOLFDEOH�ODZ��

,� 5HLPEXUVLQJ�DOO�FRVWV��H[SHQVHV��DQG�GLVEXUVHPHQWV�DFFUXHG�E\�3ODLQWLII�LQ�

FRQQHFWLRQ� ZLWK� WKLV� DFWLRQ�� LQFOXGLQJ� UHDVRQDEOH� DWWRUQH\V¶� IHHV�� FRVWV�� DQG� H[SHQVHV��

SXUVXDQW�WR�DSSOLFDEOH�ODZ�DQG�DQ\�RWKHU�EDVLV��DQG�

-� $ZDUGLQJ�VXFK�RWKHU�UHOLHI�DV�WKLV�&RXUW�GHHPV�MXVW�DQG�SURSHU��

'(0$1'�)25�-85<�75,$/�

�� 3ODLQWLII�DQG�DOO�RWKHUV�VLPLODUO\�VLWXDWHG�KHUHE\�GHPDQG�WULDO�E\�MXU\�RQ�DOO�LVVXHV�LQ�WKLV�

&ODVV�$FWLRQ�&RPSODLQW�WKDW�DUH�VR�WULDEOH��

'DWHG���0D\��������� � � � 5HVSHFWIXOO\�6XEPLWWHG��
�
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6+$0,6�	�*(17,/(��3�$���
�

%\�� �V��$QGUHZ�-��6KDPLV�
$QGUHZ�-��6KDPLV��(VT����
)ORULGD�%DU�1R���������
DVKDPLV#VKDPLVJHQWLOH�FRP��
(GZLQ�(��(OOLRWW��(VT��
)ORULGD�%DU�1R����������
HGZLQH#VKDPLVJHQWLOH�FRP�
���1(��VW�$YHQXH��6XLWH������
0LDPL��)ORULGD��������
�W������������������
�
('(/6%(5*�/$:��3�$��
6FRWW�(GHOVEHUJ��(VT��
)ORULGD�%DU�1R����������
&KULVWRSKHU�*ROG��(VT��
)ORULGD�%DU�1R���������
VFRWW#HGHOVEHUJODZ�FRP�
FKULV#HGHOVEHUJODZ�FRP�
������1(���WK�$YH���6XLWH�����
$YHQWXUD��)/�������
2IILFH�����������������
'LUHFW�����������������
)D[�����������������

�
&RXQVHO�IRU�3ODLQWLII�DQG�3URSRVHG�&ODVV�

�

�
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