December 8, 2021
Dear Shareholder:
You are cordially invited to attend a special meeting of the shareholders of American
Riviera Bank, which will be held at 5:30 p.m. on Monday, January 10, 2022, at 1033 Anacapa
Street, Santa Barbara, California 93101. At this special meeting, shareholders will be asked to
approve a bank holding company reorganization, as a result of which American Riviera Bank will
become a wholly-owned subsidiary of a newly formed holding company, American Riviera
Bancorp, and each outstanding share of common stock of American Riviera Bank will
automatically convert into one share of common stock of American Riviera Bancorp.
The board of directors and management believe that forming a bank holding company will
afford American Riviera Bank and its holding company greater flexibility in terms of operations,
expansion, capital and diversification. As a result, the board of directors has unanimously
approved a Plan of Reorganization and Agreement of Merger, dated as of December 6, 2021, which
provides for the bank holding company reorganization. A copy of the Plan of Reorganization and
Agreement of Merger is attached as Annex A to the accompanying proxy statement/prospectus.
Based on the reasons for the bank holding company reorganization described in the
accompanying proxy statement/prospectus, the board of directors has determined that the Plan of
Reorganization and Agreement of Merger and the transactions contemplated therein are fair and
in the best interests of American Riviera Bank and its shareholders and, therefore, unanimously
recommends that you vote “FOR” approval of the principal terms of the Plan of Reorganization
and Agreement of Merger and the transactions contemplated thereby.
We need your vote so that your shares are represented at the meeting. Accordingly, please
complete and return the enclosed proxy card or submit your proxy by telephone or through the
Internet. Submitting a proxy now will not prevent you from being able to vote your shares in person
at the special meeting.
Sincerely,

Lawrence Koppelman
Chairman of the Board
1033 Anacapa Street, Santa Barbara, California 93101
Telephone (805) 965-5942 ● www.americanriviera.bank

Neither the Securities and Exchange Commission nor any state securities commission
has approved or disapproved of the bank holding company reorganization, the issuance of
the American Riviera Bancorp common stock in connection with the bank holding company
reorganization or the other transactions described in this document, or passed upon the
adequacy or accuracy of the disclosures in this document.
The securities to be issued in connection with the bank holding company
reorganization are not savings accounts, deposits or other obligations of any bank or savings
association and are not insured by the Federal Deposit Insurance Corporation or any other
governmental agency.

1033 Anacapa Street
Santa Barbara, California 93101
__________________
NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD ON MONDAY, JANUARY 10, 2022
__________________
To the Shareholders of American Riviera Bank:
NOTICE IS HEREBY GIVEN that a special meeting of the shareholders of American Riviera Bank will
be held at 1033 Anacapa Street, Santa Barbara, California 93101, on Monday, January 10, 2022, at 5:30
p.m., local time, for the purpose of considering and voting upon the following proposals:
1.

To approve the principal terms of the Plan of Reorganization and Agreement of Merger,
dated as of December 6, 2021, by and among American Riviera Bank, American Riviera
Bancorp and American Riviera Merger Sub (the “Reorganization Agreement”) and the
transactions contemplated thereby, pursuant to which American Riviera Bank will become
a wholly-owned subsidiary of a newly formed holding company, American Riviera
Bancorp, and each outstanding share of common stock of American Riviera Bank will
automatically convert into one share of common stock of American Riviera Bancorp (the
“Reorganization Proposal”).

2.

To approve a proposal to grant discretionary authority to adjourn the special meeting if
necessary to permit further solicitation of proxies if there are not sufficient votes at the time
of the special meeting to approve the Reorganization Proposal (the “Adjournment
Proposal”).

No other business may be conducted at the special meeting.
Only shareholders of record at the close of business on December 2, 2021, will be entitled to notice
of and to vote at the special meeting or at any postponement or adjournment thereof. The Reorganization
Proposal requires the affirmative vote of at least a majority of the shares of American Riviera Bank common
stock outstanding as of the record date for the special meeting. The Adjournment Proposal requires the
affirmative vote of at least a majority of the shares of American Riviera Bank common stock present in
person or represented by proxy and voting at the special meeting (which affirmative vote constitutes at least
a majority of the required quorum).
The American Riviera Bank board of directors has approved the Reorganization Agreement
and the transactions contemplated thereby and recommends that you vote “FOR” the
Reorganization Proposal and “FOR” the Adjournment Proposal.

Your vote is very important. Whether or not you plan to attend the special meeting, please
sign, date and return the enclosed proxy card in the postage prepaid envelope provided, or cast your
vote by telephone or Internet by following the instructions on your proxy card, as soon as you can.
The vote of every shareholder is important, and we appreciate your cooperation in returning your
executed proxy promptly. If you do not vote, abstain from voting or do not instruct your broker how
to vote any shares held by you in “street name,” the effect will be a vote “AGAINST” the
Reorganization Proposal.
We expect to hold the special meeting in person, but we continue to monitor the situation regarding
COVID-19 closely. Accordingly, we are planning for the possibility that the special meeting may be subject
to special precautions, including limitations on the number of participants in one room or other limitations.
In that regard, only shareholders will be admitted to the special meeting. No guests will be permitted.
By Order of the Board of Directors,

Michelle Martinich
Corporate Secretary
December 8, 2021
Santa Barbara, California
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QUESTIONS AND ANSWERS
The following are brief answers to certain questions that you may have about the special meeting and the
bank holding company reorganization. You should carefully read the remainder of this proxy
statement/prospectus because the information in this section may not provide all the information that might
be important to you in determining how to vote. Additional important information is also contained in the
annexes to this document. References to “we” and “our” refer to American Riviera Bank and American
Riviera Bancorp.
Q:

What is the bank holding company reorganization?

A:

The American Riviera Bank board of directors and management believe that forming a bank
holding company will afford American Riviera Bank and its holding company greater flexibility in
terms of operations, expansion, capital and diversification. As a result, the American Riviera Bank
board of directors has unanimously approved the Plan of Reorganization and Agreement of Merger,
dated as of December 6, 2021, by and among American Riviera Bank, American Riviera Bancorp
and American Riviera Merger Sub (the “Reorganization Agreement”), which provides for the bank
holding company reorganization. A copy of the Reorganization Agreement is attached as Annex A
to this proxy statement/prospectus. As a result of the bank holding company reorganization,
American Riviera Bank will become a wholly-owned subsidiary of a newly formed holding
company, American Riviera Bancorp, and each outstanding share of common stock of American
Riviera Bank will automatically convert into one share of common stock of American Riviera
Bancorp. The shareholders of American Riviera Bank immediately prior to the bank holding
company reorganization will collectively own 100% of the common stock of American Riviera
Bancorp immediately after the bank holding company reorganization is completed.

Q:

Why am I receiving this proxy statement/prospectus?

A:

We are delivering this document to you to help you decide how to vote your shares of American
Riviera Bank common stock with respect to the proposals to be voted on at the special meeting.
This document is both a proxy statement of American Riviera Bank and a prospectus of American
Riviera Bancorp. It is a proxy statement because the American Riviera Bank board of directors is
soliciting proxies from the American Riviera Bank shareholders for use at the special meeting. It
is a prospectus because American Riviera Bancorp will issue shares of its common stock in
exchange for shares of American Riviera Bank common stock as the consideration to be paid in
connection with the bank holding company reorganization.

Q:

What are American Riviera Bank shareholders being asked to vote on?

A:

American Riviera Bank is soliciting proxies from holders of its common stock with respect to the
following matters:


approval of the principal terms of the Reorganization Agreement and the transactions
contemplated thereby, pursuant to which American Riviera Bank will become a whollyowned subsidiary of a newly formed holding company, American Riviera Bancorp, and
each outstanding share of common stock of American Riviera Bank will automatically
convert into one share of common stock of American Riviera Bancorp (the
“Reorganization Proposal”); and
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approval of a proposal to grant discretionary authority to adjourn the special meeting if
necessary to permit further solicitation of proxies if there are not sufficient votes at the time
of the special meeting to approve the Reorganization Proposal (the “Adjournment
Proposal”).

Q:

What will American Riviera Bank shareholders receive as a result of the bank holding
company reorganization?

A:

Upon consummation of the bank holding company reorganization, each outstanding share of
common stock of American Riviera Bank will automatically convert into one share of common
stock of American Riviera Bancorp.

Q:

What is American Riviera Bancorp?

A:

American Riviera Bancorp is a California corporation that was recently incorporated for the
specific purpose of becoming the holding company for American Riviera Bank. The management
of American Riviera Bank organized American Riviera Bancorp at the direction of the American
Riviera Bank board of directors. American Riviera Bancorp has no material assets or liabilities.

Q:

What will happen to the American Riviera Bank equity incentive plan and outstanding equity
awards as a result of the bank holding company reorganization?

A:

Upon consummation of the bank holding company reorganization, the American Riviera Bank
2015 Omnibus Stock Incentive Plan (the “American Riviera Equity Plan”) will automatically
become an equity incentive plan of American Riviera Bancorp, any outstanding options to purchase
shares of American Riviera Bank common stock which have been granted by American Riviera
Bank pursuant to the American Riviera Equity Plan will automatically become options to purchase
the same number of shares of common stock of American Riviera Bancorp, and any shares of
American Riviera Bank common stock awarded with such restrictions as set forth on the applicable
award agreement pursuant to the American Riviera Equity Plan will automatically become shares
of American Riviera Bancorp common stock with the same terms, conditions and restrictions.

Q:

Who is entitled to vote at the special meeting?

A:

Shareholders who were the record owners of American Riviera Bank common stock at the close of
business on December 2, 2021 (the “record date”) are entitled to vote. On this record date, there
were 5,139,541 shares of common stock outstanding.

Q:

What constitutes a quorum?

A:

A majority of the outstanding shares of the common stock entitled to vote at the special meeting
must be present, in person or by proxy, in order to constitute a quorum. We can only conduct the
business of the special meeting if a quorum has been established. We will include proxies marked
as abstentions and broker non-votes in determining the number of shares present at the special
meeting.

Q:

How many votes do I have?

A:

Each shareholder is entitled to one vote for each share of American Riviera Bank common stock
held by such shareholder on the record date with respect to the Reorganization Proposal and the
Adjournment Proposal.
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Q:

What do I need to do now?

A:

After you have carefully read this proxy statement/prospectus and have decided how you wish to
vote your shares, please vote your shares promptly so that your shares are represented and voted.
If you hold stock in your name as a shareholder of record, you must complete, sign, date and mail
your proxy card in the enclosed postage-prepaid return envelope as soon as possible, or call the
toll-free telephone number or use the Internet to vote as described in the instructions included with
your proxy card. If you hold your stock in “street name” through a bank or broker or other nominee,
you must direct your bank or broker or other nominee to vote in accordance with the instructions
you have received from your bank or broker or other nominee.

Q:

If my shares are held in “street name” through a bank, broker or other nominee, will my
bank, broker or other nominee vote my shares for me?

A:

No. Your bank, broker or other nominee cannot vote your shares without instructions from you,
except for certain routine matters. None of the matters to be voted upon at the special meeting
constitutes a routine matter. You should instruct your bank, broker or other nominee as to how to
vote your shares, following the directions your bank, broker or other nominee provides to you.
Please check the voting form used by your bank, broker or other nominee.

Q:

Can I attend the special meeting and vote in person?

A:

Yes. We expect to hold the special meeting in person, but we continue to monitor the situation
regarding COVID-19 closely. Accordingly, we are planning for the possibility that the special
meeting may be subject to special precautions, including limitations on the number of participants
in one room or other limitations. In that regard, only shareholders will be admitted to the special
meeting. No guests will be permitted.

Q:

Can I change or revoke my vote?

A:

Yes. If you are a holder of record of American Riviera Bank common stock, you may change your
vote or revoke any proxy at any time before it is voted by (1) signing and returning a proxy card
with a later date, (2) delivering a written revocation letter to American Riviera Bank’s corporate
secretary, (3) attending the special meeting in person, and voting by ballot at the special meeting,
or (4) voting by telephone or the Internet at a later time. Attendance at the special meeting by itself
will not automatically revoke your proxy. A revocation or later-dated proxy received by American
Riviera Bank after the special meeting vote will not be counted and will not affect the vote.
American Riviera Bank’s corporate secretary’s mailing address is 1033 Anacapa Street, Santa
Barbara, California 93101, Attention: Corporate Secretary.
If your shares are held in “street name” through a bank, broker or other nominee and you have
instructed your nominee how to vote your shares, you must submit new voting instructions to your
nominee should you wish to change or revoke your vote. You should follow the instructions you
receive from your bank, broker or other nominee on how to change or revoke your vote.

Q:

Do shareholders have dissenters’ rights with respect to the Reorganization Proposal?

A:

Holders of American Riviera Bank common stock will not have dissenters’ rights in connection
with the bank holding company reorganization.
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Q:

What vote is required to approve each proposal?

A:

The affirmative vote of a majority of the shares of American Riviera Bank common stock
outstanding on the record date will be required to approve the Reorganization Proposal. Approval
of the Adjournment Proposal requires the affirmative vote of a majority of the shares of American
Riviera Bank common stock represented in person or by proxy at the special meeting and voting
on the proposal (which affirmative vote constitutes at least a majority of the required quorum).

Q:

How will voting on any other business be conducted?

A:

Your proxy card confers discretionary authority to your proxy to vote your shares on the matters
which may properly be presented for action at the special meeting, and may include action with
respect to procedural matters pertaining to the conduct of the special meeting.
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SUMMARY
This summary highlights selected information contained in this proxy statement/prospectus. It may not
contain all the information that might be important to you in determining how to vote. You should carefully
read this entire document and the other documents referred to in this proxy statement/prospectus for a more
complete understanding of the bank holding company reorganization and the other matters that will be
considered and voted on at the special meeting.
Bank Holding Company Reorganization
The American Riviera Bank board of directors is asking shareholders to approve a bank holding
company reorganization, as a result of which American Riviera Bank will become a wholly-owned
subsidiary of a newly formed holding company, American Riviera Bancorp, and each outstanding share of
common stock of American Riviera Bank will automatically convert into one share of common stock of
American Riviera Bancorp. The new corporate structure will permit American Riviera Bancorp and
American Riviera Bank greater flexibility in terms of operations, expansion, capital and diversification.
A copy of the Reorganization Agreement is attached as Annex A to this proxy
statement/prospectus. We encourage you to read the Reorganization Agreement because it is the legal
document that governs the transaction.
The articles of incorporation and bylaws of American Riviera Bancorp are attached as Annex B
and Annex C, respectively, to this proxy statement/prospectus. We encourage you to read these documents
because they are the charter documents of American Riviera Bancorp.
As a result of the bank holding company reorganization, American Riviera Bank will continue in
its operations as presently conducted under its management, but American Riviera Bank will be a whollyowned subsidiary of American Riviera Bancorp.
Parties to the Bank Holding Company Reorganization
American Riviera Bank
American Riviera Bank is a California state-chartered bank. American Riviera Bank engages in
the commercial and retail banking business in the greater Santa Barbara and San Luis Obispo counties of
California.
American Riviera Bancorp
American Riviera Bancorp has not engaged in any business since its incorporation on November
24, 2021. After the bank holding company reorganization, American Riviera Bancorp will become a
registered bank holding company, whose principal asset will be all of the outstanding common stock of
American Riviera Bank.
American Riviera Merger Sub
American Riviera Bank caused American Riviera Merger Sub to be incorporated in the State of
California on December 6, 2021. American Riviera Merger Sub is a wholly-owned subsidiary of America
Riviera Bancorp whose sole purpose is to merge into American Riviera Bank to facilitate the bank holding
company reorganization. American Riviera Merger Sub will cease to exist as a corporate entity after the
bank holding company reorganization.
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Reasons for the Bank Holding Company Reorganization
The American Riviera Bank board of directors believes that the bank holding company form of
organization will provide: (i) flexibility in responding to evolving changes in the banking and financial
services industries and meeting the competition of other financial institutions, (ii) more alternatives for
raising capital under changing conditions in financial and monetary markets on terms and conditions
otherwise unavailable to American Riviera Bank as a stand-alone entity, (iii) a more flexible capital
structure by increasing the number of shares of authorized common stock and preferred stock for issuance
from time-to-time to raise additional capital, (iv) flexibility for acquiring or establishing other banking
operations, (v) the ability to engage in other activities that are closely related to banking, either directly, or
indirectly through newly formed subsidiaries or by acquiring companies already established in such fields,
(vi) the ability to maintain the separate existence of other business interests from the bank, and (vii) an
enhanced ability for American Riviera Bank to satisfy ever changing and expanding needs of present
customers for banking and banking-related services and to continue to attract new customers for financial
services.
Effective Time of the Bank Holding Company Reorganization
The bank holding company reorganization will be effective at the time the Reorganization
Agreement is filed with the office of the Secretary of State of the State of California and the California
Department of Financial Protection and Innovation (the “DFPI”) following the satisfaction of the conditions
set forth in the Reorganization Agreement. Subject to the receipt of required shareholder and regulatory
approvals, the bank holding company reorganization is expected to close during the first quarter of 2022.
Conditions to the Bank Holding Company Reorganization
The closing of the bank holding company reorganization is conditioned upon the following:


approval of the principal terms of the Reorganization Agreement and the transactions
contemplated thereby by the holders of not less than a majority of the outstanding shares
of American Riviera Bank, American Riviera Bancorp and American Riviera Merger Sub;



receipt of all necessary government regulatory approvals and consents;



satisfaction of all other requirements as are prescribed by applicable law in connection with
the bank holding company reorganization; and



performance by each party thereto of all its obligations under the Reorganization
Agreement.

Risk Factors
In considering whether to approve the principal terms of the Reorganization Agreement and the
transactions contemplated thereby, shareholders should consider certain risks relating to the Reorganization
Agreement and the bank holding company reorganization. We urge shareholders to read carefully all of
the factors described under “Risk Factors” in this proxy statement/prospectus.
Dissenters’ Rights
If you vote against the Reorganization Agreement or do not vote, you will NOT be entitled to
dissenters’ appraisal rights.
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Tax Consequences
The bank holding company reorganization will be tax-free to American Riviera Bank shareholders
for federal income tax purposes. The bank holding company reorganization will also be tax-free to
American Riviera Bank and American Riviera Bancorp for federal income tax purposes. However, because
tax matters are complicated, and tax results may vary among shareholders, we urge you to contact your
own tax advisor to understand fully how the bank holding company reorganization will affect you.
Differences between American Riviera Bank and American Riviera Bancorp
The charter documents of American Riviera Bank and American Riviera Bancorp contain
substantially the same provisions but there are several differences. See “Comparison of the Rights of
Shareholders of American Riviera Bancorp and American Riviera Bank.”
Benefits to Directors and Officers of the Bank Holding Company Reorganization
The bank holding company reorganization will not directly provide any substantive benefits to the
directors and officers of American Riviera Bank, who will also be the directors and officers of American
Riviera Bancorp.
Resale Restrictions
American Riviera Bancorp will issue its common stock in the bank holding company reorganization
in reliance on Section 3(a)(12) of the Securities Act of 1933, as amended (the “Securities Act”), which
exempts the issuance of the common stock from registration with the Securities and Exchange Commission
(the “SEC”). The shares of common stock issued in the bank holding company reorganization will not be
deemed restricted securities and may be freely resold by non-affiliates of American Riviera Bancorp.
Affiliates of American Riviera Bancorp may resell their shares of American Riviera Bancorp common stock
by complying with the requirements of Rule 144 of the Securities Act, other than the holding period
requirement of Rule 144(d).
Market for Common Stock
American Riviera Bank common stock is quoted on the OTCQX Market under the symbol
“ARBV.” After the bank holding company reorganization, it is anticipated that American Riviera Bancorp
company stock will be quoted on the OTCQX Market under the same symbol. American Riviera Bancorp
expects there will only be a limited market for American Riviera Bancorp common stock. No assurance
can be given that an active trading market will develop or be sustained for American Riviera Bancorp
common stock at any time in the future.
Dividends
American Riviera Bank has never paid cash dividends, although such dividends would be permitted
under its existing policies. It is anticipated that the dividend policy of American Riviera Bancorp will be
substantially identical to the current policy of American Riviera Bank. However, American Riviera
Bancorp will be almost exclusively dependent on the receipt of dividends from American Riviera Bank in
order to provide cash for American Riviera Bancorp to pay any cash dividends to its shareholders. There
are regulatory restrictions on the amount of cash dividends that American Riviera Bank and American
Riviera Bancorp may pay.
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Regulatory Approvals
We cannot complete the bank holding company reorganization unless it is approved or exempted
by the Board of Governors of the Federal Reserve System (the “Federal Reserve”), the Federal Deposit
Insurance Corporation (the “FDIC”) and the DFPI.
American Riviera Bank and American Riviera Bancorp will file all of the required applications or
notices with the Federal Reserve, the FDIC, and the DFPI.
As of the date of this proxy statement/prospectus, none of the Federal Reserve, the FDIC or the
DFPI has granted its waiver, approval or confirmed that no approval or waiver is required. We do not know
of any reason why we should not be able to obtain the necessary approvals or waivers in a timely manner,
but we cannot be certain when or if we will obtain them.
Supervision and Regulation
After the bank holding company reorganization, American Riviera Bancorp will be regulated as a
bank holding company by the Federal Reserve. American Riviera Bank, as a California state-chartered
bank, will continue to be regulated by the FDIC and the DFPI, and to have its deposit accounts insured by
the FDIC.
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RISK FACTORS
In addition to the other information included in this proxy statement/prospectus, you should carefully
consider the risk factors listed below. This list includes only the risk factors related to the bank holding
company reorganization that we believe are most significant and is not a complete list of the risks
associated with the bank holding company reorganization.
Shares of American Riviera Bancorp common stock are subject to certain restrictions upon resale.
American Riviera Bancorp will issue its common stock in the bank holding company reorganization
in reliance on Section 3(a)(12) of the Securities Act, which exempts the issuance of the common stock from
registration with the SEC. As a result, these shares of common stock will not be deemed restricted securities
and may be freely resold by non-affiliates of American Riviera Bancorp. Affiliates of American Riviera
Bancorp (generally meaning directors, executive officers and large shareholders) may resell their shares of
American Riviera Bancorp common stock by complying with the requirements of Rule 144 of the Securities
Act, other than the holding period requirement of Rule 144(d).
After the bank holding company reorganization, any shares of common stock issued by American
Riviera Bancorp (or sold by its affiliates) in any future non-public offering will be “restricted shares” that
are subject to restrictions on resale. Persons who are not affiliates of American Riviera Bancorp who wish
to transfer their restricted shares under the SEC safe harbor rules will be required to hold their shares for at
least one year prior to resale. Affiliates who wish to transfer their restricted shares under the SEC safe
harbor rules will be required to hold their shares for one year and satisfy certain other requirements.
The holding period will apply to shares acquired under the American Riviera Bancorp Equity Plan.
For American Riviera Bancorp common stock issued upon the exercise of stock options, the one-year
holding period will begin upon the exercise of the stock options and full payment for such shares.
We may not realize the expected benefits of our bank holding company reorganization.
The board of directors believes that the bank holding company reorganization will provide benefits
in the future. These expected benefits may not be obtained if market conditions or other circumstances
prevent American Riviera Bancorp from taking advantage of the strategic, business and financing flexibility
that it affords. As a result, American Riviera Bank may incur the costs of creating American Riviera
Bancorp without realizing the possible benefits.
The bank holding company reorganization will allow the board of directors and management greater
flexibility.
The bank holding company reorganization will provide the board of directors and management of
American Riviera Bancorp with greater flexibility in connection with corporate governance and business
operations. This greater flexibility will increase our reliance on the judgments and actions of the board of
directors and management to achieve effective corporate governance and to operate our business.
American Riviera Bank’s directors and executive officers own a large amount of American Riviera Bank
common stock and, accordingly, will own a large amount of American Riviera Bancorp common stock
and, therefore, will have significant control of American Riviera Bancorp’s management and affairs,
which they could exercise against your best interests.
As of the record date, the directors and executive officers of American Riviera Bank beneficially
own approximately 15.68% of the shares of American Riviera Bank common stock outstanding. As a result
of this percentage ownership, after the bank holding company reorganization our directors and executive
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officers as a group can exercise significant control over the management and affairs of American Riviera
Bancorp.
The bank holding company reorganization is subject to certain regulatory approvals and there is no
guarantee that such approvals will be obtained.
The bank holding company reorganization may only be consummated if the Federal Reserve, the
FDIC and the DFPI approve the applications filed by American Riviera Bank and American Riviera
Bancorp to undertake the bank holding company reorganization. There can be no assurance that these
applications will be approved or that the federal and state regulators will not impose conditions which we
find objectionable.
The shareholders of American Riviera Bancorp will not be entitled directly to elect the directors of
American Riviera Bank following the bank holding company reorganization.
If the bank holding company reorganization is completed, the board of directors of American
Riviera Bancorp, acting on behalf of American Riviera Bancorp in its capacity as the sole shareholder of
American Riviera Bank, will have the power to elect the directors of American Riviera Bank. The
shareholders of American Riviera Bancorp will elect the directors of American Riviera Bancorp, but will
no longer be entitled, as shareholders of American Riviera Bancorp, to directly elect the directors of
American Riviera Bank.
The American Riviera Bank board of directors may choose to defer or abandon the bank holding
company reorganization.
Completion of the bank holding company reorganization may be deferred or abandoned, at any
time, by action of our board of directors, whether before or after the special meeting. While we currently
expect the bank holding company reorganization to take place, assuming that Reorganization Proposal is
approved at the special meeting, the board of directors may defer completion or may abandon the bank
holding company reorganization because of any determination by our board of directors that the bank
holding company reorganization would not be in the best interests of American Riviera Bank or its
shareholders or that the bank holding company reorganization would have material adverse consequences
to American Riviera Bank or its shareholders.
American Riviera Bancorp will depend in large part on dividends from American Riviera Bank to satisfy
its obligations.
American Riviera Bancorp will have no business operations of its own. Its only significant asset
immediately following the bank holding company reorganization will be the outstanding capital stock of
American Riviera Bank. As a result, it will rely on dividends from American Riviera Bank, borrowed funds
or funds from any other subsidiaries that it may form in the future to meet its obligations. Dividends from
American Riviera Bank are subject to regulatory restrictions and can be precluded by regulatory agencies
in certain circumstances which may, in turn, impact the ability of American Riviera Bancorp to meet its
obligations.
The bank holding company reorganization may result in substantial direct and indirect costs whether or
not completed.
The bank holding company reorganization may result in substantial direct costs. These costs and
expenses are expected to consist primarily of attorneys’ fees, filing fees and printing expenses and will be
substantially incurred prior to the vote of our shareholders. The bank holding company reorganization may
also result in certain indirect costs by diverting the attention of our management and employees from our
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business and by increasing our administrative costs and expenses. These administrative costs and expenses
will include keeping separate records and in making separate regulatory filings for each of American
Riviera Bank and American Riviera Bancorp.
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FORWARD LOOKING STATEMENTS
Certain statements contained in this proxy statement/prospectus, including, without limitation,
statements containing the words “believes,” “anticipates,” “intends,” “expects,” “estimates,” “may,”
“could” and words of similar impact, constitute “forward looking statements” within the meaning of Section
27A of the Securities Act and Section 21E of the Exchange Act. Such forward looking statements involve
known and unknown risks, uncertainties and other factors that may cause the actual results, performance or
achievements of American Riviera Bank and/or American Riviera Bancorp to be materially different from
any future results, performance or achievements expressed or implied by such forwarding looking
statements. Such factors include, among others, the following:


general economic and business conditions in those areas in which American Riviera Bank
and American Riviera Bancorp operate;



demographic changes;



competition;



fluctuations in interest rates;



changes in business strategy or development plans;



changes in governmental regulation;



credit quality;



the availability of capital to fund the expansion of American Riviera Bank’s and/or
American Riviera Bancorp’s business;



economic, political and global changes; and



other factors referenced in this proxy statement/prospectus.

When relying on forward-looking statements to make decisions with respect to American Riviera
Bank and/or American Riviera Bancorp, shareholders are cautioned to consider these and other risks and
uncertainties. American Riviera Bank and American Riviera Bancorp disclaim any obligation to update
any such factors or to publicly announce the results of any revisions to any of the forward-looking
statements contained herein to reflect future events or developments.
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INFORMATION ABOUT THE SPECIAL MEETING
Introduction
This proxy statement/prospectus is furnished in connection with the solicitation of proxies by the
board of directors of American Riviera Bank to be used at the special meeting of shareholders to be held at
1033 Anacapa Street, Santa Barbara 93101, on Monday, January 10, 2022, at 5:30 p.m. local time and at
any adjournments or postponements thereof. The accompanying “Notice of Special Meeting of
Shareholders,” this proxy statement/prospectus and the enclosed form of proxy are being first mailed to
shareholders on or about December 8, 2021.
Purpose of Meeting
At the special meeting, shareholders will consider and vote upon the approval and adoption of the
Reorganization Agreement, under which the bank holding company reorganization will be effected. If there
are not sufficient votes to approve the Reorganization Agreement, the board of directors of American
Riviera Bank may adjourn the special meeting to allow for the solicitation of additional proxies. The board
of directors knows of no additional matters that will be presented for consideration at the special meeting.
Execution of a proxy, however, confers on the designated proxy holders discretionary authority to vote the
shares represented by such proxy in accordance with their best judgment on such other business, if any, that
may properly come before the special meeting or any adjournment thereof.
Record Date
Only holders of record of shares of American Riviera Bank common stock at the close of business
on December 2, 2021, are entitled to vote at the special meeting. At the close of business on this record
date, 5,139,541 shares of American Riviera Bank common stock were issued, outstanding and entitled to
be voted at the special meeting. American Riviera Bank has no other class of capital stock outstanding.
Quorum
The presence in person or by proxy of at least a majority of the outstanding shares of American
Riviera Bank common stock entitled to vote is necessary to constitute a quorum at the special meeting. In
the event there are not sufficient votes for a quorum, the special meeting may be adjourned in order to
permit the further solicitation of proxies.
Shareholders of Record Versus Beneficial Owners
If your shares are registered directly in your name with our transfer agent, our transfer agent has
sent the “Notice of Special Meeting of Shareholders” and proxy statement/prospectus directly to you.
If your shares are held in a stock brokerage account or by a bank or other holder of record, you are
considered the “beneficial owner” of shares held in street name. Your broker, bank or other holder of
record, who is considered the shareholder of record with respect to those shares, has forwarded the “Notice
of Special Meeting of Shareholders” and proxy statement/prospectus directly to you. As the beneficial
owner, you have the right to direct your broker, bank or other holder of record on how to vote your shares
by using the voting instruction card included in the mailing.
Broker Non-Votes
A “broker non-vote” occurs when a bank, broker or other holder of record holding shares for a
beneficial owner does not vote on a particular proposal because that holder does not have discretionary
9

voting power for that particular item and has not received instructions from the beneficial owner. Under
applicable rules, brokers or other nominees may not exercise discretionary voting power on certain matters,
such as the bank holding company reorganization. It is therefore important that you provide instructions to
your broker if your shares are held by a broker, so that your vote with respect to the bank holding company
reorganization is counted.
Number of Votes
Each shareholder is entitled to one vote for each share of American Riviera Bank common stock
held by such shareholder with respect to the Reorganization Proposal and the Adjournment Proposal.
Vote Required
The Reorganization Proposal requires the affirmative vote of at least a majority of the shares of
American Riviera Bank common stock outstanding as of the record date for the special meeting. The
Adjournment Proposal requires the affirmative vote of at least a majority of the shares of American Riviera
Bank common stock present in person or represented by proxy and voting at the special meeting (which
affirmative vote constitutes at least a majority of the required quorum).
Revocability of Proxies and Changes to a Shareholder’s Vote
Shareholders who execute proxies retain the right to revoke them at any time. Unless so revoked,
the shares represented by signed proxies will be voted at the special meeting and all adjournments thereof.
If you are a holder of record of American Riviera Bank common stock, you may change your vote or revoke
any proxy at any time before it is voted by (1) signing and returning a proxy card with a later date, (2)
delivering a written revocation letter to American Riviera Bank’s corporate secretary, (3) attending the
special meeting in person, and voting by ballot at the special meeting, or (4) voting by telephone or the
Internet at a later time. Attendance at the special meeting by itself will not automatically revoke your proxy.
A revocation or later-dated proxy received by American Riviera Bank after the special meeting vote will
not be counted and will not affect the vote. American Riviera Bank’s corporate secretary’s mailing address
is 1033 Anacapa Street, Santa Barbara, California 93101, Attention: Corporate Secretary.
If your shares are held in “street name” through a bank, broker or other nominee and you have
instructed your nominee how to vote your shares, you must submit new voting instructions to your nominee
should you wish to change or revoke your vote. You should follow the instructions you receive from your
bank, broker or other nominee on how to change or revoke your vote.
Expense of Solicitation
American Riviera Bank will pay the cost of preparing, assembling and mailing this proxy
statement/prospectus and the enclosed material. In addition to solicitation by mail, proxies may also be
solicited personally or by telephone by American Riviera Bank’s directors, officers or employees without
additional compensation. American Riviera Bank will reimburse brokerage firms and other custodians,
nominees and fiduciaries, if any, for reasonable expenses incurred by them in sending proxy materials to
the beneficial owners of American Riviera Bank common stock.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table sets forth certain information as of December 2, 2021, concerning the
beneficial ownership of shares of the common stock: (i) by each of American Riviera Bank’s directors; (ii)
by each of American Riviera Bank’s executive officers,1 (iii) by all directors and executive officers of
American Riviera Bank as a group; and (iv) by any person who is known by American Riviera Bank to be
the beneficial owner of more than 5% of the common stock.

Name and Address of
Beneficial Owner2

Title

Amount and
Nature of
Beneficial
Ownership

Paul Abramson
Darren D. Caesar
Joe Campanelli
Elizabeth Cholawsky
Eusebio Cordova Jr.
Jeff DeVine
Joanne Funari
Leonard Himelsein
Jody Dolan Holehouse, CPA
Weldon U. Howell, Jr., Esq
Lawrence Koppelman
Douglas Margerum
Michelle Martinich, CPA
Laurel Sykes
All Directors and Executive
Officers as a Group (14 in
number)

EVP, Chief Technology Officer
Director, Vice Chair of the Board
Director
Director
EVP, Chief Credit Officer
Director, President and CEO
EVP, Chief Operating Officer
Director
Director
Director
Director, Chair of the Board
Director
EVP, Chief Financial Officer
EVP, Chief Risk Officer

10,839
85,176
26,181
3,434
17,946
105,987
27,635
315,434
14,115
11,805
73.331
70,605
30,740
12,131
805,359

The Banc Funds Company,
LLC

Shareholder

272,500

Percent
of Class
3

4
5
6

7
8

0.21%
1.66%
0.51%
0.07%
0.35%
2.06%
0.54%
6.14%
0.27%
0.23%
1.43%
1.37%
0.60%
0.24%
15.68%

5.33%

1

As used throughout this document, the term “executive officers” means the President and Chief Executive Officer; the Executive Vice
President and Chief Operating Officer; the Executive Vice President and Chief Financial Officer; the Executive Vice President and
Chief Credit Officer; the Executive Vice President and Chief Risk Officer; the Executive Vice President and Chief Technology Officer.

2

Beneficial owner of a security includes any person who, directly or indirectly, through any contract, arrangement, understanding,
relationship, or otherwise has: (a) voting power, which includes the power to vote, or to direct the voting of such security; and/or (b)
investment power, which includes the power to dispose, or to direct the disposition, of such security. Beneficial owner includes any
person who has the right to acquire beneficial ownership of such security as defined above within 60 days of the record date. The
address for all directors and executive officers is 1033 Anacapa Street, Santa Barbara, CA 93101. The address for The Banc Funds
Company, LLC is 20 North Wacker Drive, Suite 3300, Chicago, IL 60606.

3

Includes 10,179 granted but not yet vested restricted stock awards.

4

Includes 10,128 granted but not yet vested restricted stock awards.

5

Includes 38,134 granted but not yet vested restricted stock awards.

6

Includes 13,527 granted but not yet vested restricted stock awards.

7

Includes 13,719 granted but not yet vested restricted stock awards.

8

Includes 11,280 granted but not yet vested restricted stock awards.
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INFORMATION ABOUT DIRECTORS AND EXECUTIVE OFFICERS
The Board of Directors
The board of directors oversees our business and monitors the performance of management. In
accordance with corporate governance principles, the board does not involve itself in day-to-day operations.
The directors keep themselves informed through, among other things, discussions with the Chief Executive
Officer, other key executives and our principal outside advisors (legal counsel, outside auditors, investment
bankers, market makers and other consultants), by reading reports and other materials that we send them
and by participating in board and committee meetings.
American Riviera Bank’s bylaws currently permit the number of board members to range from
eight (8) to fifteen (15), leaving the board authority to fix by Bylaw amendment or resolution the exact
number of directors within that range. The board has currently fixed the number of directors at nine (9).
There is no family relationship between any of the directors, nominees or executive officers.
The current directors of American Riviera Bank have been appointed to the board of directors of
American Riviera Bancorp. The following table lists, and provides certain information as of the record date
with respect to, each person currently serving as a member of the board of directors of American Riviera
Bank.

Name and Office Held

Age as of
December 2, 2021

Principal Occupation For
Past Five Years

Director or
Executive Officer
of American
Riviera Bank Since

Darren D. Caesar
Director, Vice Chair of Board

54

Joe Campanelli
Director

72

Elizabeth Cholawsky
Director

65

CEO and Board Member
HG Insights

2019

Jeff DeVine
Director, President and CEO

53

Banker
American Riviera Bank

2008

Leonard Himelsein
Director

76

President,
National Pacific Corporation

2016

Jody Dolan Holehouse, CPA
Director, Audit Chair

62

2011

Weldon U. Howell, Jr., Esq
Director

74

CPA,
Nasif, Hicks, Harris & Co
LLP
Attorney at Law
Howell, Moore & Gough LLP

Lawrence Koppelman
Director, Chair of the Board

81

President
Koppelman & Co

2006

Douglas Margerum
Director

62

Owner
Margerum Wine Company
Inc.

2006

President – CA Commercial
Insurance
HUB International
Business Consultant

12

2006

2006

2012

Director Compensation
The following table sets forth as to each of the persons who currently serves as an outside director
on the American Riviera Bank board of directors, such person’s compensation earned for service on the
board for the year ended December 31, 2020. No fees are paid to Jeff DeVine for his service on the board.
Annual
Retainer1

Name
Darren D. Caesar
Joe Campanelli
Elizabeth Cholawsky
Leonard Himelsein
Jody Dolan Holehouse
Weldon U. Howell, Jr.
Lawrence Koppelman
Douglas Margerum

Extra
Retainer2

$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000
$10,000

$3,000
$8,000
$0
$8,000
$9,000
$0
$12,500
$3,000

Board
Meeting Fees3

Stock
Awards4

$12,000
$12,000
$12,000
$12,000
$12,000
$12,000
$12,000
$12,000

$17,500
$17,500
$17,500
$17,500
$17,500
$17,500
$17,500
$17,500

1

American Riviera Bank pays each outside director an annual retainer of $10,000 which is paid in cash after election at the annual
shareholder meeting.

2

American Riviera Bank pays additional or extra annual retainers to outside directors that serve as committee chairs and members of the
loan committee. The Board Chair receives $10,000. Each Committee Chair receives $3,000, except Loan Committee Chair receives
$8,000 and Audit Committee Chair receives $4,000. Loan Committee members receive $5,000 and alternates receive $2,500.

3

Board meeting fees are based on attendance. The level in effect for 2020 was $1,000 per board meeting attended in person, $750 per
meeting attended via video and $500 for each meeting attended via phone. Due to the COVID-19 pandemic, all attendees who
participated via video were paid for the March through December meetings as if they had attended in person.

4

It has been the practice of American Riviera Bank to grant $17,500 value of common stock to the outside directors annually after
election at the annual shareholder meeting.

Executive Officers
The current executive officers of American Riviera Bank have been appointed to the same officer
positions with American Riviera Bancorp. The following table lists, and provides certain information as of
the record date with respect to, each person currently serving as an executive officer of American Riviera
Bank.

Name

Age as of
December 2, 2021

Jeff DeVine1

53

Joanne Funari2

62

Michelle Martinich3

47

Eusebio Cordova, Jr.4

40

Laurel Sykes5

47

Paul Abramson6

42

Position with
American Riviera
Bank
President and Chief
Executive Officer
EVP and Chief
Operating Officer
EVP and Chief
Financial Officer
EVP and Chief Credit
Officer
EVP and Chief Risk
Officer
EVP and Chief
Technology Officer
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Principal
Occupation
For Past Five
Years

Executive Officer
of American
Riviera Bank
Since

Banker

2008

Banker

2016

Banker

2006

Banker

2016

Banker

2019

Banker

2019

1

Mr. DeVine was appointed President and Chief Executive Officer of American Riviera Bank on August 21, 2008. Mr. DeVine
previously was employed as Statewide Division Manager of commercial real estate by Rabobank, N.A. Prior to that, he was Regional
President for the Greater Santa Barbara and Santa Ynez Valley Region of Mid-State Bank & Trust. He has held senior officer positions
in a range of banking firms, serving roles in commercial, real estate, private and investment banking during his 30+ year career. He
graduated with honors from the Pacific Coast Banking School at the University of Washington and received his Bachelors of Science
from the University of California, San Diego in Quantitative Economics.

2

Ms. Funari was appointed Executive Vice President and Chief Operating Officer of American Riviera Bank on January 1, 2016. Ms.
Funari was previously employed as Executive Vice President and Chief Operating Officer and served as a Director for The Bank of
Santa Barbara. Prior to joining The Bank of Santa Barbara, she served as Executive Vice President and Santa Barbara and Ventura
Counties Market President for Business First Bank, a Division of Heritage Oaks Bank. She was also a founder and president of Business
First National Bank and held senior officer positions at Santa Barbara Bank & Trust, City Commerce Bank and Bank of New York.
She has served the Santa Barbara market for the past 30 years as a community banker. Her education includes a graduate degree with
honors from the Pacific Coast Banking School at the University of Washington and University of California, Los Angeles.

3

Ms. Martinich was appointed Senior Vice President and Chief Financial Officer of American Riviera Bank on April 20, 2006 and
currently serves as the Executive Vice President and Chief Financial Officer. Ms. Martinich previously was employed by Pacific
Capital Bancorp (“PCB”), dba Santa Barbara Bank & Trust. Ms. Martinich’s financial and banking experience spans 20+ years, first
as an external auditor with Arthur Andersen and then with responsibility for various functions in the Finance Department of PCB,
reporting directly to the CFO. She graduated from UC Santa Barbara with a Bachelors of Arts in Business Economics.

4

Mr. Cordova was appointed Senior Vice President and Chief Credit Officer of American Riviera Bank on July 20, 2016 and currently
serves as the Executive Vice President and Chief Credit Officer. Mr. Cordova joined American Riviera Bank in 2009 and was serving
as the Commercial Team Leader prior to his appointment as CCO. Prior to working at American Riviera Bank, Mr. Cordova was a
Vice President, Commercial Banking Officer for Mid-State Bank and Trust, which was acquired by Rabobank. Mr. Cordova has held
various positions during his 18 year banking career. Mr. Cordova received a Bachelor of Science Degree in Business and minor in
Economics from CSU Channel Islands and graduated from Pacific Coast Banking School at the University of Washington.

5

Ms. Sykes was appointed Executive Vice President and Chief Risk Officer of American Riviera Bank on June 13, 2019 and currently
serves as the Executive Vice President and Chief Risk Officer. Ms. Sykes previously was employed by Montecito Bank & Trust as
SVP and Chief Risk Officer. Ms. Sykes holds the designation of Certified Regulatory Compliance Manager and has specialized in
regulatory compliance for 20+ years. She graduated from UC Santa Barbara with a Bachelors of Arts in Business Economics.

6

Mr. Abramson was appointed Executive Vice President and Chief Technology Officer of American Riviera Bank on December 2, 2019.
Prior to joining American Riviera Bank, Mr. Abramson served as the lead technologist and cybersecurity architect for Montecito Bank
& Trust. Mr. Abramson has over 20 years of experience in the Technology and Cybersecurity industries, of which 14 years has been
in banking. Mr. Abramson graduated from UC Santa Barbara with a Bachelor of Arts in Business Economics and recently completed
the Western Bankers Association Executive Development Program.

Executive Compensation
The following summary compensation table sets forth, for the last three (3) fiscal years, the cash
and certain other compensation paid by American Riviera Bank to Jeff DeVine, President and Chief
Executive Officer of American Riviera Bank, and for the two other most highly compensated executive
officers whose total annual salary and bonus for the fiscal year ended December 31, 2020 exceeded
$100,000 (the “named executive officers”).
Summary Compensation Table

Name and Principal Position Year
Jeff DeVine
2020
President & CEO
2019
2018

$
$
$

Salary
($)
379,167
350,000
350,000

$
$
$

Bonus
($)
165,000
185,000
150,000

Other
Compensation
($)1
$ 59,211
$ 576,296
$ 71,040

Stock Awards
(#)
2,083
31,549
2,821

Joanne Funari
EVP, COO

2020
2019
2018

$
$
$

242,240
231,750
231,750

$
$
$

64,000
66,000
66,000

$ 46,352
$ 203,764
$ 46,933

1,354
10,423
1,487

Michelle Martinich
EVP, CFO

2020
2019
2018

$
$
$

229,543
225,000
225,000

$
$
$

65,000
75,000
70,000

$ 41,401
$ 204,973
$ 53,000

1,354
10,705
1,692
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1

Represents the dollar value of other annual compensation not properly categorized as salary or bonus; including (i) perquisites and other
personal benefits, securities or property unless the aggregate amount of such compensation is the lesser of either $50,000 or 10% of the
total annual salary and bonus reported for the named executive officer; (ii) above-market or preferential earnings on restricted stock,
options, stock appreciation rights (“SARs”) or deferred compensation paid during the fiscal year or payable during that period but
deferred at the election of the named executive officer; (iii) earnings on long-term incentive plan (“LTIP”) compensation paid during
the fiscal year or payable during that period but deferred at the election of the named executive officer; (iv) value of restricted stock
awards (RSA) awarded at grant date, and (v) amounts reimbursed during the fiscal year for the payment of taxes. Actual amounts are
reflected in the tables above and below.

2020 Other
Compensation
Jeff DeVine
Joanne Funari
Michelle Martinich

Car Allowance
$
$ 9,000
$
-

RSA Grant
Value at Date
of Grant
Car Lease Benefit
401k Match
$
$ 40,000
7,811
$ 11,400
$
$ 11,352
$ 26,000
$
4,139
$ 11,262
$ 26,000

Total
$ 59,211
$ 46,352
$ 41,401

American Riviera Bank has entered into an employment agreement to pay Jeff DeVine an annual
base salary not less than $385,000, discretionary bonus, an automobile allowance of $1,250 per month, or
lease value equivalent, and group insurance coverage. Mr. DeVine’s annual base salary was adjusted to
$425,000 effective March 1, 2021. In 2020, Mr. DeVine was granted 2,083 performance based stock
awards. Performance based stock awards granted were in the form of restricted stock grants with vesting
over 4 years at 25% each year. If Mr. DeVine is terminated without Good Cause as defined in the
employment agreement, Mr. DeVine would receive a severance payment in the amount of twelve (12)
months of his base salary plus paid COBRA insurance coverage. If Mr. DeVine’s employment is terminated
by Mr. DeVine for any reason within six (6) months following a Change of Control as defined in the
employment agreement, or by us or our successor without Good Cause within twelve (12) months following
a Change of Control, then Mr. DeVine will be entitled to receive from us or our successor a cash lump sum
in an amount equal to two (2) times his highest annual salary, highest bonus and highest automobile
allowance in the preceding twenty four (24) months and annual COBRA insurance expense as defined in
the employment agreement.
American Riviera Bank has entered into an employment agreement to pay Joanne Funari an annual
base salary not less than $245,000, discretionary bonus, an automobile allowance of $750 per month and
group insurance coverage. Ms. Funari’s annual base salary was adjusted to $255,000 effective March 1,
2021. In 2020, Ms. Funari was granted 1,354 performance based stock awards. Performance based stock
awards granted were in the form of restricted stock grants with vesting over 4 years at 25% each year. If
Ms. Funari is terminated without Good Cause as defined in the employment agreement, Ms. Funari would
receive a severance payment in the amount of nine (9) months of her base salary plus paid COBRA
insurance coverage. If Ms. Funari’s employment is terminated by Ms. Funari for any reason within six (6)
months following a Change of Control as defined in the employment agreement, or by us or our successor
without Good Cause within twelve (12) months following a Change of Control, then Ms. Funari will be
entitled to receive from us or our successor a cash lump sum in an amount equal to one (1) times her highest
annual salary, highest bonus and highest automobile allowance in the preceding twenty four (24) months
and annual COBRA insurance expense as defined in the employment agreement.
American Riviera Bank has entered into an employment agreement to pay Michelle Martinich an
annual base salary not less than $239,000, discretionary bonus, an automobile allowance of $750 per month,
or lease value equivalent, and group insurance coverage. Ms. Martinich’s annual base salary was adjusted
to $249,000 effective March 1, 2021. In 2020, Ms. Martinich was granted 1,354 performance based stock
awards. Performance based stock awards granted were in the form of restricted stock grants with vesting
over 4 years at 25% each year. If Ms. Martinich is terminated without Good Cause as defined in the
employment agreement, Ms. Martinich would receive a severance payment in the amount of twelve (12)
months of her base salary plus paid COBRA insurance coverage. If Ms. Martinich’s employment is
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terminated by Ms. Martinich for any reason within six (6) months following a Change of Control as defined
in the employment agreement, or by us or our successor without Good Cause within twelve (12) months
following a Change of Control, then Ms. Martinich will be entitled to receive from us or our successor a
cash lump sum in an amount equal to two (2) times her highest annual salary, highest bonus and highest
automobile allowance in the preceding twenty four (24) months and annual COBRA insurance expense as
defined in the employment agreement.
It is currently expected that, unless American Riviera Bancorp becomes actively involved in the
operation or acquisition of additional financial institutions or other businesses, no separate compensation
will be paid to the executive officers and other employees of American Riviera Bancorp. However,
American Riviera Bancorp may determine that separate compensation is appropriate in the future. Because
the executive officers and employees of American Riviera Bank will not initially be compensated by
American Riviera Bancorp, and will continue to serve and be compensated by American Riviera Bank, no
new benefits plans following the bank holding company reorganization are anticipated at this time.
American Riviera Bank will continue to maintain its current benefit programs.
Plan Based Awards
2015 Omnibus Stock Incentive Plan
On September 2, 2015, American Riviera Bank adopted the American Riviera Bank 2015 Omnibus
Stock Incentive Plan (the “American Riviera Equity Plan”) which has been approved by its shareholders
and permits the grant of equity compensation in the form of options, restricted stock awards, performance
awards, and restricted stock units for up to 1,091,782 shares of American Riviera Bank common stock.
Option shares are subject to written option agreements entitling the optionee to purchase shares
pursuant to incentive stock options or non-qualified options. Options will be granted at 100% of fair market
value at the time of grant as determined by the board of directors. Options will be exercisable over a term
up to 10 years pursuant to the discretion of the board of directors. In the case of persons employed by
American Riviera Bank, the options may qualify as “incentive stock options” under Internal Revenue Code
§422 and such options may entitle the holder to certain income tax benefits.
Pursuant to the terms of their employment, American Riviera Bank granted to its executive officers
under the American Riviera Equity Plan, and the previous 2009 Plan and 2006 Plan, incentive stock options
to purchase shares of common stock. Detailed discussions regarding equity incentives to executive officers
in the prior three years is included in the “Executive Compensation” section of this proxy
statement/prospectus. For the year ending December 31, 2020, there were no new options granted and
44,482 options exercised by executive officers, directors or employees.
Pursuant to the terms of American Riviera Equity Plan, American Riviera Bank can also grant
restricted stock awards to its executive officers, directors and other key employees at a value equal to the
then current market value on the day of the grant, and such grants typically vest over a 4 to 5 year period.
For the year ending December 31, 2020, the board granted a total of 47,344 shares to executive officers,
directors and key employees.
The following tables provide certain information as of December 31, 2020 regarding options
exercised, restricted stock awards outstanding and related values by: (i) the named executive officers; and
(ii) all directors, officers and employees as a group:
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Options Outstanding, Options Exercised, and Restricted Stock Awards Outstanding
At December 31, 2020
Value of
Unexercised Inthe-Money
Options at
12/31/20 ($)/
Exercisable/
Unexercisable
$0/$0

Number of Shares
of Stock Awards
Not Yet Vested
and Market Value
# / $Value
34,974/$577,071

Name
Jeff DeVine

Shares
Acquired
on
Exercise
(#)
0

Value
Realized
($)
0

Number of
Unexercised
Options at
12/31/20 (#)
Exercisable/
Unexercisable
0/0

Joanne Funari

12,559

$209,735

0/0

$0/$0

12,309/$203,099

0

0

0/0

$0/$0

12,771/$210,722

15,086

$210,872

5,022/0

$25,562/$0

82,459/$1,360,574

Michelle Martinich
All Directors,
Officers and
Employees

From time to time, American Riviera Bank expects to grant equity incentives to other key salaried
employees, officers, directors, and consultants, at the fair market value of the common stock on the date of
grant. In 2021, the board has granted 51,232 restricted stock awards to executive officers and key
employees. These shares will vest over 4 years at 25% each year. In June 2021, 7,232 shares were granted
to outside directors with immediate vesting. Additional grantees have not, as of this date, been selected
and it is impossible at this time to identify such grantees or the number of options to be granted to them.
Other Benefits
American Riviera Bank provides monthly car allowances and lease agreements to certain officers
in the range of $630 to $1,375 per month. In 2006, American Riviera Bank adopted the American Riviera
Bank 401(k) Profit Sharing Plan and Trust (the “401(k) Plan”). All employees 21 years of age or older are
immediately eligible to participate in the 401(k) Plan. Eligible employees may elect to make tax deferred
contributions up to the maximum amount allowed by law. American Riviera Bank makes “safe harbor”
matching contributions and may make additional profit sharing contributions to the 401(k) Plan at the
discretion of the board of directors. “Safe harbor” contributions vest immediately for all employees.
American Riviera Bank contributed a total of $412,000 in the form of employer matching contributions to
the 401(k) Plan during 2020.
Transactions with Management
It is anticipated that the executive officers and directors of American Riviera Bank, and the
companies with which they are associated, will have banking transactions with American Riviera Bank in
the ordinary course of business. It is the firm intention of the board of directors that any loans and
commitments to loan included in such transactions will be made in accordance with applicable laws and on
substantially the same terms, including interest rates and collateral, as those prevailing at the same time for
comparable transactions with persons of similar creditworthiness that are not insiders of American Riviera
Bank, and only if such loans do not present any undue risk of collectability or present other unfavorable
features. The aggregate limit that American Riviera Bank may lend to its insiders as a class is not greater
than its unimpaired capital and unimpaired surplus. As of December 31, 2020, American Riviera Bank had
commitments of credit to its executive officers and directors, together with their associates in the aggregate,
totaling approximately $65,000, or less than 1%, of its equity capital.
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Jody Dolan Holehouse, a member of the board of directors, is a partner with the accounting firm
which provides fixed asset accounting services for American Riviera Bank. Total amounts paid during
2020 were $15,389 to Nasif, Hicks, Harris & Co for these services. Effective in 2021, these services are
no longer provided by Nasif, Hicks, Harris & Co. Weldon Howell, a member of the board of directors is a
partner with a law firm which provides counsel for issues related to American Riviera Bank. Total amounts
paid during 2020 were $1,190. All services provided to American Riviera Bank by these related parties
were based on the prevailing terms and conditions as for any other entity.
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PROPOSAL 1 – THE REORGANIZATION PROPOSAL
This section describes certain aspects of the Reorganization Agreement and the reorganization of American
Riviera Bank into a bank holding company form of ownership pursuant to which American Riviera Bank
will adopt a bank holding company structure and become the wholly-owned subsidiary of American Riviera
Bancorp. Because this is a summary, it does not contain all the information that may be important to you.
You should read this entire proxy statement/prospectus, including the annexes. A copy of the
Reorganization Agreement is attached as Annex A to this proxy statement/prospectus and is incorporated
by reference herein. The following discussion describes important aspects and the material terms of the
Reorganization Agreement and the bank holding company reorganization contemplated therein. These
descriptions are qualified by reference to Annex A.
General
At the special meeting of the shareholders of American Riviera Bank, shareholders will be asked
to consider and vote upon a proposal to approve the principal terms of the Reorganization Agreement and
the transactions contemplated thereby, pursuant to which American Riviera Bank will become a whollyowned subsidiary of American Riviera Bancorp, and each outstanding share of American Riviera Bank
common stock will automatically convert into one share of American Riviera Bancorp common stock. In
addition, the American Riviera Equity Plan will automatically become an equity incentive plan of American
Riviera Bancorp and, as a result, all outstanding options to purchase shares of common stock of American
Riviera Bank which have been granted under the American Riviera Equity Plan will automatically become
options to purchase the same number of shares of common stock of American Riviera Bancorp. American
Riviera Bancorp will issue replacement stock options for shares of its common stock so that appropriate
adjustments to reflect the bank holding company reorganization may be made. In addition, the shares of
American Riviera Bank common stock awarded with such restrictions as set forth on the applicable award
agreement pursuant to the American Riviera Equity Plan will automatically become shares of American
Riviera Bancorp common stock with the same terms, conditions and restrictions. For more information
regarding the American Riviera Equity Plan, see “Management-Plan Based Awards.” In addition to the
approval by the shareholders of American Riviera Bank, the bank holding company reorganization is
subject to the receipt of required regulatory approvals.
Reasons for the Bank Holding Company Reorganization
Management and the board of directors of American Riviera Bank believe that the bank holding
company reorganization will enhance American Riviera Bank’s ability to continue to satisfy ever changing
and expanding needs of present customers for banking and banking-related services and to continue to
attract new customers for financial services. The bank holding company structure will better suit expansion
into new areas of service and nonbanking activities than would the existing structure. Further, the bank
holding structure permits flexibility in the raising of capital as needed including, but not limited to, equity
and subordinated debt.
Most major banking institutions in the United States and in California have been reorganized into
bank holding companies and American Riviera Bank’s directors believe that such reorganization is
desirable to maintain and enhance the competitive position of the bank. Management and the board of
directors of American Riviera Bank believe that the adoption of a bank holding company structure, under
which the bank will operate, will result in a more flexible entity for purposes of growth and expansion into
permissible nonbanking activities. The existence of a bank holding company will permit the acquisition
and ownership of other banks in California and certain other states and bank-related businesses.
A bank holding company, by complying with Bank Holding Company Act of 1956, as amended,
may acquire and operate more than one bank and acquire and engage in bank-related businesses, where
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such acquisitions would serve the convenience and needs of the public. In addition, bank holding
companies, unlike banks, may expand into permissible nonbanking activities including owning mortgage
companies, savings and loans subsidiaries and thrift subsidiaries, whereas American Riviera Bank is
currently prohibited from owning some of these separate entities and must instead merge these entities with
and into American Riviera Bank. The entry into nonbanking businesses, either through the acquisition of
existing businesses or the establishment of new businesses may entail operating and business risks different
from the risks normally associated with the banking business.
Description of the Bank Holding Company Reorganization
American Riviera Bancorp and American Riviera Merger Sub were each recently incorporated
under the laws of the State of California. American Riviera Bancorp holds all of the outstanding shares of
common stock of American Riviera Merger Sub. Both American Riviera Bancorp and American Riviera
Merger Sub were organized at the direction of the American Riviera Bank board of directors for the purpose
of facilitating the bank holding company reorganization. Neither organization has conducted any business,
except for the entering into of agreements related to the bank holding company organization.
The bank holding company reorganization is proposed to be accomplished by merging American
Riviera Merger Sub with and into American Riviera Bank pursuant to the terms of the Reorganization
Agreement. Upon the effective date of the merger of American Riviera Merger Sub with and into American
Riviera Bank:
1.

Each outstanding share of American Riviera Bank common stock will be converted into
one share of American Riviera Bancorp common stock. Shareholders of American Riviera
Bank will be entitled to exchange their present share certificates for new certificates
evidencing shares of the common stock of American Riviera Bancorp, if no request is
made, new certificates will be issued whenever old certificates are surrendered for transfer.
Until so exchanged, the certificates for shares of American Riviera Bank common stock
will represent shares of American Riviera Bancorp common stock into which American
Riviera Bank shares have been converted.

2.

The American Riviera Equity Plan will automatically become an equity incentive plan of
American Riviera Bancorp.

3.

Any outstanding options to purchase shares of American Riviera Bank common stock
which have been granted by American Riviera Bank pursuant to the American Riviera
Equity Plan will automatically become options to purchase the same number of shares of
American Riviera Bancorp common stock. American Riviera Bancorp will issue
replacement stock options for shares of its common stock so that appropriate adjustments
to reflect the bank holding company reorganization may be made to: (i) the class and
number of shares of common stock available for options under the American Riviera
Equity Plan; and (ii) the class and number of shares and the price per share of the common
stock subject to options outstanding under the American Riviera Equity Plan.

4.

Any outstanding shares of American Riviera Bank common stock awarded with such
restrictions as set forth on the applicable award agreement pursuant to the American
Riviera Equity Plan will automatically become shares of American Riviera Bancorp
common stock with the same terms, conditions and restrictions. Outstanding certificates
representing shares of the common stock of American Riviera Bank awarded with such
restrictions as set forth on the applicable award agreement pursuant to the American
Riviera Equity Plan will thereafter represent shares of the common stock of American
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Riviera Bancorp with such terms, conditions and restrictions as originally awarded by
American Riviera Bank.
5.

American Riviera Merger Sub will cease to exist as a corporate entity and all the
outstanding shares of American Riviera Bank common stock will be owned by American
Riviera Bancorp.

6.

As a result of and immediately following the bank holding company reorganization, the
shareholders of American Riviera Bank immediately prior to the bank holding company
reorganization will collectively hold 100% of the outstanding common stock of American
Riviera Bancorp. As shareholders of American Riviera Bancorp, they will have essentially
the same rights to govern that corporation’s activities as they have with respect to American
Riviera Bank; however, as shareholders of American Riviera Bancorp, they will not be
entitled to vote on matters requiring the approval of American Riviera Bank shareholders.
A discussion of those rights is contained in the section entitled “Comparison of the Rights
of Shareholders of American Riviera Bancorp and American Riviera Bank” herein.

7.

Because American Riviera Bancorp has no material assets or liabilities, the consolidated
assets and liabilities of American Riviera Bancorp immediately after the bank holding
company reorganization will be substantially the same as those of American Riviera Bank
immediately prior to the bank holding company reorganization.

Effective Time of the Bank Holding Company Reorganization
The bank holding company reorganization will be effective at the time the Reorganization
Agreement is filed with the office of the Secretary of State of California and the DFPI following the
satisfaction of the conditions set forth in the Reorganization Agreement. The bank holding company
reorganization is expected to close during the first quarter of 2022. There is no requirement that the bank
holding company reorganization occur by a specific date.
Conversion and Exchange of American Riviera Bank Common Stock for American Riviera Bancorp
Common Stock
When the bank holding company reorganization is completed, each share of American Riviera
Bank common stock held by an American Riviera Bank shareholder will automatically become one share
of American Riviera Bancorp common stock. After the bank holding company reorganization becomes
effective, outstanding certificates representing shares of American Riviera Bank common stock will
thereafter represent shares of American Riviera Bancorp common stock, and such certificates may, but need
not, be exchanged by the holders thereof for new certificates for the appropriate number of shares bearing
the name of American Riviera Bancorp.
American Riviera Bank Stock Options and Restricted Stock Awards
In connection with the bank holding company reorganization, the American Riviera Equity Plan
will automatically become an equity incentive plan of American Riviera Bancorp. As a result, the options
to purchase shares of common stock of American Riviera Bank which have been granted by American
Riviera Bank pursuant to the American Riviera Equity Plan will automatically become options granted by
American Riviera Bancorp with the same terms and conditions and for the same number of shares of
American Riviera Bancorp common stock. American Riviera Bancorp will issue replacement stock options
for shares of its common stock so that appropriate adjustments to reflect the bank holding company
reorganization may be made to: (i) the class and number of shares of common stock available for options
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under the American Riviera Bank Equity Plan; and (ii) the class and number of shares and the price per
share of the common stock subject to options outstanding under the American Riviera Equity Plan.
Additionally, shares of American Riviera Bank common stock awarded with such restrictions as
set forth on the applicable award agreement pursuant to the American Riviera Equity Plan will
automatically become shares of American Riviera Bancorp common stock with the same terms, conditions
and restrictions. Outstanding certificates representing shares of American Riviera Bank common stock
awarded with such restrictions as set forth on the applicable award agreement pursuant to the American
Riviera Equity Plan will thereafter represent shares of American Riviera Bancorp common stock with such
terms, conditions and restrictions as originally awarded by American Riviera Bank.
Accounting Treatment
For accounting purposes, the assets, liabilities and shareholders’ equity of American Riviera Bank
immediately prior to the bank holding company reorganization will be carried forward on either separate
or consolidated financial statements of American Riviera Bank and American Riviera Bancorp after the
bank holding company reorganization at the amounts carried on their respective books at the effective date
of the bank holding company reorganization.
Expenses of the Bank Holding Company Reorganization
If the bank holding company reorganization is consummated, costs of the reorganization will be
assumed and paid, to the extent properly allocated, by American Riviera Bancorp and American Riviera
Bank. Such costs include filing fees, printing and mailing costs, and legal fees. In the event the bank
holding company reorganization is not consummated, such costs as have been incurred, including the cost
of organizing American Riviera Bancorp, will be assumed and paid by American Riviera Bank.
Ratification and Approval of the Bank Holding Company Reorganization
Implementation of the bank holding company reorganization requires the affirmative vote of the
holders of a majority of the outstanding shares of American Riviera Bank common stock. The directors of
American Riviera Bank, American Riviera Bancorp, and American Riviera Merger Sub have unanimously
approved the Reorganization Agreement and the transactions contemplated thereby.
The bank holding company reorganization will become effective when all necessary ratifications
and approvals have been obtained and the requisite filings, as described in the Reorganization Agreement,
have been made. It is anticipated that the bank holding company reorganization will become effective
during the first quarter of 2022.
If any action, suit, proceeding or claim has been instituted, made or threatened relating to the bank
holding company reorganization so as to make its consummation inadvisable in the opinion of the American
Riviera Bank board of directors, then the bank holding company reorganization may be terminated at any
time before it becomes effective.
Should the shareholders of American Riviera Bank fail to approve the Reorganization Proposal, or
should the Reorganization Agreement be otherwise terminated, the Reorganization Agreement and the bank
holding company reorganization would be cancelled and American Riviera Bank would continue to operate
with the same shareholders as it had prior to adoption of the Reorganization Agreement. Upon termination,
there shall be no liability by reason of the bank holding company reorganization or the termination thereof
on the part of American Riviera Bank, American Riviera Merger Sub, American Riviera Bancorp or their
respective directors, officers, employees, agents or shareholders, except that American Riviera Bank has
agreed to bear all costs and expenses incurred in connection with the bank holding company reorganization.
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Interests of Certain Persons in the Bank Holding Company Reorganization
The Reorganization Agreement provides that the directors of American Riviera Bank immediately
prior to the effective time of the bank holding company reorganization will be directors of American Riviera
Bank immediately after the bank holding company reorganization. Additionally, the officers and other
employees of American Riviera Bank immediately prior to the effective time of the bank holding company
reorganization will all be employed in substantially the same capacities by American Riviera Bank
immediately after the bank holding company reorganization.
Conditions to the Bank Holding Company Reorganization
The obligations of each of the parties to the Reorganization Agreement and the bank holding
company reorganization are subject to the satisfaction on or before the effective time of the bank holding
company reorganization of the following conditions;


approval of the principal terms of the Reorganization Agreement and the transactions
contemplated thereby by the holders of not less than a majority of the outstanding shares
of American Riviera Bank, American Riviera Bancorp and American Riviera Merger Sub;



receipt of all necessary government regulatory approvals and consents;



satisfaction of all other requirements as are prescribed by applicable law in connection with
the bank holding company reorganization; and



performance by each party thereto of all its obligations under the Reorganization
Agreement.

The board of directors of American Riviera Bank, American Riviera Merger Sub and American
Riviera Bancorp have unanimously approved the Reorganization Agreement and the transactions
contemplated thereby. The sole current shareholder of American Riviera Bancorp, and American Riviera
Bancorp, as the sole shareholder of American Riviera Merger Sub, have approved the Reorganization
Agreement and the transactions contemplated thereby.
Termination of Reorganization Agreement
The Reorganization Agreement may be terminated before the effective time of the bank holding
company reorganization for any of the following;


the number of shares voting against the Reorganization Proposal is such that the board of
directors of American Riviera Bank determines that it is inadvisable to consummate the
bank holding company reorganization;



any action, consent, or approval, governmental or otherwise, necessary to permit American
Riviera Bank to conduct all or any part of the business activities of American Riviera Bank
prior to the effective time of the bank holding company reorganization, are not obtained;
and



for any other reason the consummation of the bank holding company reorganization is not
advisable in the opinion of the board of directors of American Riviera Bank.

If the holders of a majority of the outstanding shares of American Riviera Bank common stock fail
to approve the Reorganization Proposal, or the bank holding company reorganization is otherwise
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terminated, then the business of American Riviera Bank would continue to operate under the ownership of
its existing shareholders.
Regulatory Approvals
Federal and California laws and regulations provide that certain acquisition transactions, such as
the bank holding company reorganization, may not be consummated unless approved in advance by
applicable regulatory authorities. The Reorganization Agreement provides that American Riviera Bancorp,
American Riviera Bank, and American Riviera Merger Sub will proceed expeditiously and cooperate fully
to obtain any consents and approvals and in the taking of any other action and the satisfaction of all
requirements necessary to complete the bank holding company reorganization. These consents and actions
include preparing and submitting applications required to be filed with the FDIC, the DFPI and the Federal
Reserve. Receipt of all requisite regulatory approvals and consents is a condition precedent to the
consummation of the bank holding company reorganization.
American Riviera Bancorp will file an application for prior approval to become a bank holding
company pursuant to Section 3(a)(5) of the Bank Holding Company Act with the Federal Reserve and an
application to acquire control of American Riviera Bank under Section 1250 of the California Financial
Code with the DFPI. In addition, American Riviera Bank and American Riviera Merger Sub will file
applications for approval of the merger with the FDIC pursuant to the Bank Merger Act.
Although we are not aware of any reason why the requisite approvals of and consents to the bank
holding company reorganization would not be granted, we cannot give any assurance that approvals and
consents will be obtained or that, if obtained, such approvals and consents will not include conditions which
would be of a type that would relieve American Riviera Bancorp, American Riviera Bank, or American
Riviera Merger Sub from their obligation to consummate the bank holding company reorganization.
Dissenters’ Rights
Pursuant to the provisions of California law, shareholders of American Riviera Bank will not have
dissenters’ rights in connection with the bank holding company reorganization. Shareholders of a
California chartered bank are entitled to dissenters’ rights to the same extent as shareholders of a California
corporation. California law generally grants shareholders dissenters’ rights in transactions that are required
to be approved by shareholders. However, under California law, in a transaction, such as the bank holding
company reorganization, where a vote of shareholders is only required because the shares to be received in
the transaction have different rights, preferences, privileges, or restrictions, no dissenting shareholders’
rights are available.
Material Federal Income Tax Consequences
General
The following discussion is a summary of the material United States federal income tax
consequences to shareholders of American Riviera Bank as a result of the bank holding company
reorganization. This discussion is based on the Internal Revenue Code of 1986, as amended. United States
Treasury Regulations promulgated under the Internal Revenue Code, administrative rulings and
pronouncements and judicial decisions as of the date hereof, all of which are subject to change, possibly
with retroactive effect. Any such change could alter the tax consequences discussed in this proxy statement.
As used in this section, the terms “American Riviera Bank shareholder” refers to (i) an individual
who is a citizen or resident of the United States; (ii) a corporation (or other entity treated as a corporation
for United States federal income tax purposes) organized under the laws of the United States or any State
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or the District of Columbia; (iii) an estate the income of which is subject to United States federal income
taxation regardless of its source; or (iv) a trust if (a) a court within the United States is able to exercise
primary supervision over the administration of the trust, and (b) one or more United States persons have
the authority to control all substantial decisions of the trust.
This discussion does not address the effects of any state, local, or non-United States tax laws. This
discussion does not discuss the tax consequences of transactions effectuated prior or subsequent to, or
concurrently with, the bank holding company reorganization. Furthermore, this discussion relates only to
American Riviera Bank shareholders who hold American Riviera Bank common stock, and who will hold
American Riviera Bancorp common stock, as capital assets and who will receive shares of American
Riviera Bancorp common stock in consideration for their shares of American Riviera Bank common stock
in the bank holding company reorganization. The tax treatment may vary depending upon such
shareholder’s particular situation, and certain shareholders may be subject to special rules not discussed
below. Such shareholders would include, for example, insurance companies, tax-exempt organizations,
financial institutions, investment companies, broker-dealers, domestic shareholders whose “functional”
currency is not the United States dollar, shareholders who hold American Riviera Bank common stock as
part of a hedge, straddle, constructive sale or conversion transaction, and individuals who receive American
Riviera Bancorp common stock pursuant to the exercise of employee stock options or otherwise as
compensation.
You are strongly urged to consult with your tax advisor with respect to the tax consequences to you
of the bank holding company reorganization in light of your own particular circumstances, including tax
consequences under state, local, foreign and other tax laws and the possible effects of changes in United
States federal or other tax laws.
Tax Consequences of the Bank Holding Company Reorganization
The bank holding company reorganization will constitute a “reorganization” for United States
federal income tax purposes within the meaning of Section 368(a) of the Internal Revenue Code. Subject
to the limitations and qualifications referred to herein, the following material United States federal income
tax consequences will result from qualification of the bank holding company reorganization as a
“reorganization” within the meaning of Section 368(a) of the Internal Revenue Code:


No gain or loss will be recognized by American Riviera Bank, American Riviera Merger
Sub or American Riviera Bancorp as a result of the bank holding company reorganization;



No gain or loss will be recognized by the shareholders of American Riviera Bank upon
receipt of American Riviera Bancorp common stock in exchange for their shares of
American Riviera Bank common stock pursuant to the bank holding company
reorganization;



The basis of the American Riviera Bancorp common stock received by the shareholders of
American Riviera Bank pursuant to the bank holding company reorganization will be the
same as the basis of the shares of American Riviera Bank common stock surrendered in
exchange therefor; and



The holding period of the American Riviera Bancorp common stock received by
shareholders of American Riviera Bank pursuant to the bank holding company
reorganization will include the holding period of the American Riviera Bank common
stock surrendered in exchange therefor, provided that such American Riviera Bank
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common stock is held as a capital asset on the date of consummation of the bank holding
company reorganization,
AMERICAN RIVIERA BANK’S SHAREHOLDERS ARE URGED TO CONSULT THEIR
OWN TAX ADVISORS AS TO SPECIFIC TAX CONSEQUENCES TO THEM OF THE BANK
HOLDING COMPANY REORGANIZATION INCLUDING TAX RETURN REPORTING
REQUIREMENTS AND THE APPLICABILITY AND EFFECT OF FEDERAL, STATE, LOCAL,
FOREIGN, AND OTHER APPLICABLE TAX LAWS.
Description of American Riviera Bancorp Capital Stock
The authorized capital stock of American Riviera Bancorp consists of 50,000,000 shares of
common stock and 10,000,000 shares of preferred stock. Each share of common stock has the same rights,
privileges and preferences as every other share of common stock, and there is no preemptive, conversion,
or redemption rights or sinking fund provisions applicable to the American Riviera Bancorp common stock.
The designations and powers, preferences and rights and the qualifications, limitations or restrictions of the
common stock are described below.
Common Stock
Dividend Rights. Subject to the rights of preferred stock American Riviera Bancorp may issue in
the future, each share of common stock will participate equally in dividends, which are payable when and
as declared by the American Riviera Bancorp board of directors.
Liquidation and Dissolution. After the payment of creditors and after distribution in full of the
preferential amounts to be distributed to the holders of all classes and series of stock entitled thereto, if any,
in the event of a voluntary or involuntary liquidation, dissolution or winding up of American Riviera
Bancorp, as provided for in the California Corporations Code, the holders of the common stock will be
entitled to receive all our remaining assets.
Voting Rights. Each holder of common stock is entitled to one vote per share on any issue requiring
a vote, except in the election of directors. Shareholders have cumulative voting rights in the election of
directors; that is, as to any candidates whose names are placed in nomination prior to voting, a shareholder
has the right to vote the number of shares owned for as many persons as there are directors to be elected,
or to cumulate such votes and give one candidate as many votes as the number of directors multiplied by
the number of shares owned equals, or to distribute such votes on the same principle among as many
candidates as the shareholder deems appropriate. However, cumulative voting will be dispensed with
unless a shareholder gives notice at the shareholders’ meeting of an intention to cumulate votes. If any
shareholder gives notice of an intention to cumulate votes, then all shareholders may cumulate their votes
for candidates in nomination.
Absence of Preemptive Rights. American Riviera Bancorp common stock does not have
preemptive rights or other rights to subscribe for additional shares.
Transfer Agent. American Stock Transfer & Trust serves as the registrar and transfer agent for the
American Riviera Bancorp common stock.
Preferred Stock
American Riviera Bancorp is authorized by its articles of incorporation to issue up to 10,000,000
shares of preferred stock. There are no shares of preferred stock outstanding. American Riviera Bancorp
has no current plans to issue any of the preferred stock, but may do so in the future. The board of directors
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has broad authority to designate and establish the terms of one or more series of preferred stock. Among
other matters, the board of directors is authorized to establish voting powers, designations, preferences and
special rights of each such series and any qualifications, limitations and restrictions thereon. The American
Riviera Bancorp preferred stock may rank prior to the American Riviera Bancorp common stock as to
dividend rights, liquidation preferences, or both, may have full or limited voting rights, and may be
convertible into the common stock. The holders of any class or series of preferred stock may also have the
right to vote separately as a class or series under the terms of the class or series as hereafter fixed by the
board of directors or as otherwise required by California law.
Restrictions on Resale of Shares of American Riviera Bancorp Common Stock
American Riviera Bancorp will issue its common stock in the bank holding company reorganization
in reliance on Section 3(a)(12) of the Securities Act, which exempts the issuance of the common stock from
registration with the SEC. The shares of common stock issued in the bank holding company reorganization
will not be deemed restricted securities and may be freely resold by non-affiliates of American Riviera
Bancorp. Affiliates of American Riviera Bancorp may resell their shares of American Riviera Bancorp
common stock by complying with the requirements of Rule 144 of the Securities Act, other than the holding
period requirement of Rule 144(d).
Comparison of American Riviera Bank and American Riviera Bancorp Corporate Structures
For a comparison of American Riviera Bank and American Riviera Bancorp, refer to “Comparison
of the Rights of Shareholders of American Riviera Bancorp and American Riviera Bank.”
The articles of incorporation and bylaws of American Riviera Bancorp are attached to this proxy
statement/prospectus as Annex B and Annex C, respectively.
Recommendation of the Board of Directors of American Riviera Bank
The board of directors of American Riviera Bank unanimously recommends approval of the
Reorganization Proposal. The proxy holders intend to vote all proxies they hold in favor of the
Reorganization Proposal. If no instruction is given, the proxy holders intend to vote “FOR” the approval
of the Reorganization Proposal.
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PROPOSAL 2 – THE ADJOURNMENT PROPOSAL
General
If the number of shares of American Riviera Bank common stock present in person or by proxy is
insufficient to constitute a quorum at the special meeting, or the number of shares of common stock voting
in favor of approval of the Reorganization Proposal at the special meeting is insufficient to approve the
Reorganization Proposal, American Riviera Bank’s management intends to move to adjourn the meeting in
order to enable the American Riviera Bank board of directors to solicit additional proxies. In that event,
American Riviera Bank will ask the shareholders to vote upon the Adjournment Proposal.
In this proposal, American Riviera Bank is asking shareholders to grant discretionary authority to
the holder of any proxy solicited by the American Riviera Bank board of directors so that such holder can
vote in favor of the proposal to adjourn the shareholder meeting to solicit additional proxies. If the
shareholders of American Riviera Bank approve the Adjournment Proposal, American Riviera Bank could
adjourn the special meeting, and any adjourned session of the meeting, and use the additional time to solicit
additional proxies, including the solicitation of proxies from shareholders that have previously voted.
Among other things, approval of the Adjournment Proposal could mean that, even if American Riviera
Bank has received proxies representing a sufficient number of votes against approval of the Reorganization
Proposal, American Riviera Bank could adjourn the meeting without a vote on the Reorganization Proposal
and seek to convince the holders of those shares to changes their votes to votes in favor of the approval of
the Reorganization Proposal.
If the special meeting is adjourned, no notice of the adjourned meeting is required to be given to
shareholders, other than an announcement at the shareholder meeting of the place, date and time to which
the shareholder meeting is adjourned.
Recommendation of the Board of Directors of American Riviera Bank
The board of directors of American Riviera Bank unanimously recommends approval of the
Adjournment Proposal. The proxy holders intend to vote all proxies they hold in favor of the Adjournment
Proposal. If no instruction is given, the proxy holders intend to vote “FOR” the approval of the
Adjournment Proposal.
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COMPARISON OF THE RIGHTS OF SHAREHOLDERS OF AMERICAN RIVIERA
BANCORP AND AMERICAN RIVIERA BANK
When the bank holding company reorganization becomes effective, shareholders of American
Riviera Bank will become shareholders of American Riviera Bancorp and their shares of American Riviera
Bank common stock will become shares of American Riviera Bancorp common stock. The following is a
summary of material differences between the rights of holders of American Riviera Bancorp common stock
and holders of American Riviera Bank common stock.
The following summary does not purport to be a complete statement of the provisions affecting,
and differences between, the rights of holders of American Riviera Bancorp common stock and the holders
of American Riviera Bank common stock. This summary is intended to provide a general overview of the
differences in shareholders’ rights under applicable law and the governing corporate instruments of
American Riviera Bancorp and American Riviera Bank, and other known material differences. American
Riviera Bancorp and American Riviera Bank are corporations incorporated under the laws of California
and therefore are subject to all the provisions of the California General Corporation Law (“CGCL”).
American Riviera Bank, as a California state-chartered commercial bank, is also subject to all of the
provisions of the California Financial Code.
American Riviera Bancorp
The authorized capital stock of
American Riviera Bancorp consists of
50,000,000 shares of common stock,
no par value per share, and
10,000,000 shares of preferred stock,
no par value per share.

American Riviera Bank
The authorized capital stock of
American Riviera Bank consists
of 10,000,000 shares of common
stock, no par value per share, and
5,000,000 shares of preferred
stock, no par value per share.

Authorized Preferred
Stock

The board is authorized to issue blank
check preferred stock. The board,
without shareholder approval, is
authorized to determine and alter the
rights, preference, privileges and
restrictions granted to and imposed
upon the preferred stock.

Same.

Director Liability

The liability of directors for monetary
damages is eliminated to the fullest
extent permissible under California
law.

Same.

Indemnification of
Agents

American Riviera Bancorp is
authorized to provide indemnification
of agents for breach of duty in excess
of indemnification otherwise
permitted by Section 317 of the
CGCL, subject to the limits on excess
indemnification set forth in Section
204 of the CGCL.

Same.

Cumulative Voting for
Election of Directors

Shareholders are entitled to cumulate
votes with respect to the election of
directors at a shareholders’ meeting
for any candidate or candidates whose

Same.

Authorized Capital
Stock
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American Riviera Bancorp
names have been placed in
nomination prior to the voting if the
shareholder has given notice prior to
the voting of the shareholder’s
intention to cumulate votes. If any
shareholder has given such notice,
then every shareholder entitled to vote
may cumulate such shareholder’s
votes for candidates in nomination
and give one candidate a number of
votes equal to the number of directors
to be elected multiplied by the
number of votes to which such
shareholder’s shares are entitled, or
distribute the shareholder’s votes on
the same principle among any or none
of the candidates, as the shareholder
thinks fit.

American Riviera Bank

Power of Directors

The directors of American Riviera
Bancorp have the power to manage
the business and affairs of the
corporation and to exercise all
corporate powers of American
Riviera Bancorp, subject only to the
provisions of the CGCL and any
limitations in the articles of
incorporation and bylaws of
American Riviera Bancorp.

Same, except that the powers of
American Riviera Bank’s
directors are further limited by the
California Financial Code.

Number and
Qualification of
Directors

The authorized number of directors
that may serve on the American
Riviera Bancorp board cannot be less
than 8 nor more than 15. This
authorized range of the number of
directors may be changed by an
amendment to the applicable bylaw
provision or by resolution adopted by
the vote or written consent of a
majority of the outstanding shares
entitled to vote.

Same.

Nomination of Directors
and Shareholder
Proposals

Nominations for election of members
of the board of directors may be made
by the board of directors or by any
shareholder of any outstanding class
of voting stock of the corporation
entitled to vote for the election of
directors. Notice of a shareholder’s
intention to bring any business before
an annual meeting (including making

Same.
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Payment of Dividends

American Riviera Bancorp
any director nominations) shall be
made in writing and shall be delivered
or mailed to the secretary of the
corporation no earlier than 90 days
and no later than 60 days before the
date such annual meeting is to be
held. If the current year’s annual
meeting is called for a date that is not
within 30 days of the anniversary of
the previous year’s annual meeting,
notice must be received not later than
10 days following the day on which
public announcement of the date of
the annual meeting is first made.

American Riviera Bank

The shareholders of American Riviera
Bancorp will be entitled to receive
dividends when and as declared by its
board of directors, out of funds
legally available for the payment of
dividends, as provided in the CGCL.
The CGCL prohibits American
Riviera Bancorp from paying
dividends or making any other
distribution to its shareholders unless
its board of directors has determined
in good faith either of the following:
(i) the amount of its retained earnings
immediately prior to the distribution
equals or exceeds the sum of (A) the
amount of the proposed distribution
plus (B) the amount, if any, of
cumulative dividends in arrears on all
shares having a preference with
respect to payment of dividends over
the class or series to which the
applicable distribution is being made;
or (ii) immediately after the
distribution, the value of its assets
would equal or exceed the sum of its
total liabilities plus the amount, if
any, of cumulative dividends in
arrears on all shares having a
preference with respect to payment of
dividends over the class or series to
which the applicable distribution is
being made. Further, American
Riviera Bancorp is prohibited from
making any distribution to its
shareholders if, as a result of the

Holders of American Riviera
Bank common stock are entitled
to dividends legally available
therefor, when and as declared by
its board of directors. The
California Financial Code
provides that a bank may not
make cash distribution to its
shareholders in an amount, which
exceeds the lesser of: (i) the
retained earnings of the bank, or
(ii) the net income of the bank for
its last three fiscal years, less the
amount of any distributions made
by the bank to its shareholders
during such period.
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However, a bank may, with the
approval of the Commissioner of
the DFPI, make a distribution to
its shareholders in an amount not
exceeding the greatest of: (i) the
retained earnings of the bank, (ii)
the net income of the bank for its
last fiscal year, or (iii) the net
income of the bank for its current
fiscal year. If the Commissioner
of the DFPI finds that the
shareholders’ equity of a bank is
not adequate or that the payment
of a dividend would be unsafe or
unsound for the bank, the
Commissioner may order the
bank not to pay any dividend to
the shareholders.

Dissenters’ Rights

American Riviera Bancorp
distribution, American Riviera
Bancorp likely would be unable to
meet its liabilities (except those
whose payment is otherwise
adequately provided for) as they
mature. In certain circumstances,
American Riviera Bancorp may be
required to obtain the prior approval
of the Federal Reserve to make
capital distributions to its
shareholders.

American Riviera Bank
In addition, under the Financial
Institutions Supervisory Act of
1966, as amended, the FDIC also
has the authority and general
enforcement powers to prohibit a
bank from engaging in practices
which the FDIC considers to be
unsafe or unsound. It is possible,
depending upon the financial
condition of American Riviera
Bank and other factors, that the
FDIC could assert that the
payment of dividends or other
payments might under some
circumstances be such an unsafe
or unsound practice and thereby
prohibit such payment. The
Federal Deposit Insurance
Corporation Improvement Act of
1991 further prohibits a bank
from paying a dividend if the
dividend payment would result in
the bank failing to meet any of its
minimum capital requirements.

Under the CGCL, shareholders of
American Riviera Bancorp will
generally be entitled to dissenters’
rights in connection with a transaction
which constitutes a reorganization
under the CGCL.

The California Financial Code
provides that shareholders of a
state-chartered bank are not
entitled to dissenters’ rights in
connection with transactions
between two bank institutions
which constitutes a reorganization
under the CGCL.
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MARKET FOR COMMON EQUITY AND RELATED SHAREHOLDER MATTERS
Market
Because American Riviera Bancorp is a newly formed corporation and there is currently no
established trading market for its securities, no information can be provided as to historical market prices
for its common stock.
American Riviera Bank common stock is quoted on the OTCQX Market under the symbol
“ARBV.” After the bank holding company reorganization, it is anticipated that American Riviera Bancorp
company stock will be quoted on the OTCQX Market under the same symbol. American Riviera Bancorp
expects there will only be a limited market for American Riviera Bancorp common stock. No assurance
can be given that an active trading market will develop or be sustained for American Riviera Bancorp
common stock at any time in the future.
The information in the following table indicates the high and low bid quotations for American
Riviera Bank common stock for each quarterly period during our last two fiscal years and the quarterly
periods since the end of our last fiscal year, and is based upon information obtained from the OTCQX
Market. These quotations reflect actual transactions exclusive of commissions and other charges.

2021
Fourth Quarter (through 12/2/2021)
Third Quarter
Second Quarter
First Quarter
2020
Fourth Quarter
Third Quarter
Second Quarter
First Quarter
2019
Fourth Quarter
Third Quarter
Second Quarter
First Quarter

High

Low

$ 20.40
$ 20.00
$ 19.75
$ 15.75

$ 19.25
$ 19.00
$ 18.45
$ 18.50

$ 16.70
$ 12.75
$ 12.49
$ 20.50

$ 12.10
$ 11.61
$ 11.50
$ 11.74

$ 19.90
$ 18.35
$ 18.40
$ 18.25

$ 17.85
$ 17.20
$ 17.82
$ 17.10

To management’s knowledge, the most recent trade in American Riviera Bank common stock prior to the
printing of this proxy statement/prospectus occurred on December 2, 2021 for 100 shares at a sales price of
$19.95 per share. As of December 2, 2021, American Riviera Bank had approximately 197 shareholders
of record.
Dividend Policy and History
American Riviera Bank has never paid a cash dividend, although such dividends would be
permitted under its existing policies. Payment of cash dividends is subject to American Riviera Bank’s
earnings, financial condition, cash needs, the discretion of its board of directors and compliance with
regulatory requirements. For discussion of regulatory requirements, see “Limitations of Dividends” below.
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American Riviera Bancorp presently intends to follow the same policy on dividends followed by
American Riviera Bank. At present, the board of directors intends to consider payment of cash dividends
only when American Riviera Bank achieves significant retained earnings and the board determines that
retention of earnings is not necessary to support anticipated growth in assets.
Limitations on Dividends
Under California law, the directors of California state-chartered banks may declare distributions to
shareholders (which include cash dividends), subject to the restriction that the amount available for the
payment of cash dividends shall be the lesser of (i) retained earnings of the bank or (ii) the bank’s net
income for its last three fiscal years (less the amount of any distributions to shareholders made during such
period). If the above test is not met, distributions to shareholders may be made only with the prior approval
of the DFPI in an amount not exceeding the greatest of (i) a bank’s retained earnings, (ii) a bank’s net
income for its last fiscal year, or (iii) a bank’s net income for its current fiscal year. If the DFPI finds that
the shareholders’ equity of a bank is not adequate, or that a bank’s distribution to shareholders would be
unsafe or unsound for the bank, the DFPI can order a bank not to make any distribution to shareholders.
The DFPI has authority to prohibit a bank from engaging in business practices which are considered
to be unsafe or unsound. Depending upon the financial condition of American Riviera Bank and upon other
factors, the DFPI could assert that payments of dividends or other payments by American Riviera Bank
might be such an unsafe or unsound practice.
If American Riviera Bancorp borrows funds or utilizes trust preferred securities to provide capital
to American Riviera Bank, it will be dependent on cash dividends from American Riviera Bank to pay
principal and interest on such debt. There may also be certain covenants within debt instruments or trust
preferred securities that will restrict the payment of dividends.
DESCRIPTION OF AMERICAN RIVIERA BANCORP
Organization
American Riviera Bancorp was incorporated under the laws of California on November 24, 2021.
In order to initially capitalize American Riviera Bancorp, Michelle Martinich, American Riviera Bank’s
EVP, Chief Financial Officer and Corporate Secretary, purchased one share of American Riviera Bancorp
common stock, at a purchase price of $10. Upon consummation of the bank holding company
reorganization, this one share purchased by Ms. Martinich will be repurchased by American Riviera
Bancorp for $10.
Business
The management of American Riviera Bank recently incorporated American Riviera Bancorp for
the purpose of becoming American Riviera Bank’s holding company. American Riviera Bancorp is
currently a non-operating corporation with no assets or liabilities. Upon consummation of the bank holding
company reorganization, American Riviera Bank will become a wholly-owned subsidiary of American
Riviera Bancorp, and each shareholder of American Riviera Bank will become a shareholder of American
Riviera Bancorp with the same respective ownership interest therein as presently held in American Riviera
Bank.
Immediately after consummation of the bank holding company reorganization, it is expected that
American Riviera Bancorp will not engage in any business activity other than to hold all of the stock of
American Riviera Bank. It is anticipated, however, that American Riviera Bancorp in the future will begin
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to explore the feasibility of other opportunities, including possible diversification through acquisitions and
mergers, although no specific transactions are being considered at this time.
Management
The current directors of American Riviera Bank have been appointed to the board of directors of
American Riviera Bancorp, and the current executive officers of American Riviera Bank have been
appointed to the same officer positions with American Riviera Bancorp.
Properties
American Riviera Bancorp is not expected to initially own or lease real or personal property.
Instead, it intends to utilize the premises, equipment and furniture of American Riviera Bank without the
direct payment of any rental fees to American Riviera Bank. The principal executive office of American
Riviera Bancorp is located at 1033 Anacapa Street, Santa Barbara, California 93101 and its telephone
number at that address is (805) 965-5942.
Legal Proceedings
American Riviera Bancorp has not, since its organization, been a party to any legal proceedings.
Dividends
Holders of American Riviera Bancorp common stock will be entitled to receive dividends when,
and if, declared by the board of directors of American Riviera Bancorp out of funds legally available. The
timing and amount of future dividends will be within the discretion of the board of directors of American
Riviera Bancorp and will depend on the consolidated earnings, financial condition, liquidity and capital
requirements of American Riviera Bancorp and its subsidiaries, applicable governmental regulations and
policies, and other factors deemed relevant by the board of directors. To date, American Riviera Bank has
not paid any dividends and has instead retained earnings to support its growth. American Riviera Bancorp
presently intends to follow the same dividend policy as American Riviera Bank.
Supervision and Regulation
General. Upon completion of the bank holding company reorganization, American Riviera
Bancorp will become a bank holding company within the meaning of the Bank Holding Company Act.
American Riviera Bancorp will be subject to regulation by the Federal Reserve and will be required to file
with the Federal Reserve an annual report and any additional information as the Federal Reserve may
require pursuant to the Bank Holding Company Act. The Federal Reserve will examine American Riviera
Bancorp and its non-bank subsidiaries, if any, and will have the power to restrict or prohibit activities that
are determined to be a serious risk to American Riviera Bank. This regulation and oversight is intended
primarily for the protection of the depositors of American Riviera Bank and not for shareholders of
American Riviera Bancorp.
The Federal Reserve has the authority to:


require periodic reports and such additional information as the Federal Reserve may
require;



require bank holding companies to maintain increased levels of capital;
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require that bank holding companies serve as a source of financial and managerial strength
to subsidiary banks and commit resources as necessary to support each subsidiary bank;



restrict the ability of bank holding companies to obtain dividends or other distributions
from their subsidiary banks;



terminate an activity or terminate control of or liquidate or divest certain subsidiaries,
affiliates or investments if the Federal Reserve believes the activity or the control of the
subsidiary or affiliate constitutes a significant risk to the financial safety, soundness or
stability of any bank subsidiary;



require the prior approval of senior executive officer or director changes and prohibit
golden parachute payments, including change in control agreements, or new employment
agreements with such payment terms, which are contingent upon termination;



regulate provisions of certain bank holding company debt, including the authority to
impose interest ceilings and reserve requirements on such debt and require prior approval
to purchase or redeem securities in certain situations; and



approve acquisitions and mergers with banks and consider certain competitive,
management, financial or other factors in granting these approvals in addition to similar
California or other state banking agency approvals which may also be required.

The Federal Reserve’s view is that in serving as a source of strength to its subsidiary banks, a bank
holding company should stand ready to use available resources to provide adequate capital funds to its
subsidiary banks during periods of financial stress or adversity and should maintain financial flexibility and
capital-raising capacity to obtain additional resources for assisting its subsidiary banks. A bank holding
company’s failure to meet its source of strength obligations may constitute an unsafe and unsound practice
or a violation of the Federal Reserve’s regulations, or both. The source of strength doctrine most directly
affects bank holding companies where a bank holding company’s subsidiary bank fails to maintain adequate
capital levels. In such a situation, the subsidiary bank will be required by the bank’s federal regulator to
take “prompt corrective action.”
American Riviera Bancorp will also be bank holding company within the meaning of Section 3700
of the California Financial Code. Therefore, American Riviera Bancorp and any of its subsidiaries will
become subject to examination by, and may be required to file reports with, the DFPI.
Non-bank subsidiaries established by American Riviera Bancorp would be subject to additional or
separate regulation and supervision by other state, federal and self-regulatory bodies.
A bank holding company is also authorized under the Bank Holding Company Act to acquire
ownership or control of nonbanking companies, provided that the activities are so closely related to banking
or managing or controlling banks that the Federal Reserve has found them to be a proper incident thereto.
Regulation Y, promulgated by the Federal Reserve, sets forth those activities that are regarded as closely
related to banking or managing or controlling banks and thus are permissible activities for bank holding
companies. The Bank Holding Company Act was substantially amended in 1999 through the enactment of
the Gramm-Leach-Bliley Act (the “GLBA”) and was further amended by the Dodd-Frank Wall Street
Reform and Consumer Protection Act financial reform legislation, which became law on July 21, 2010.
The GLBA and Dodd-Frank permits bank holding companies and banks that meet certain capital,
management and Community Reinvestment Act standards to engage in a broader range of nonbanking
activities, including securities underwriting, dealing and market making, sponsoring mutual funds and
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investment companies, insurance underwriting and agency and merchant banking activities. In addition,
bank holding companies that elect to become financial holding companies may engage in certain banking
and nonbanking activities without prior Federal Reserve approval. American Riviera Bancorp has no
present plans to engage directly or through a holding company subsidiary in any activities that are not
permissible for banks.
The Federal Reserve Act limits the authority of subsidiary banks of a bank holding company to
lend to, and engage in certain other transactions (collectively, “covered transactions”) with the bank holding
company or any of its other subsidiaries (“affiliates”). The aggregate amount of covered transactions with
any one affiliate is limited to 10% of a bank’s capital and surplus, and the aggregate amount of covered
transactions with all affiliates is limited to 20% of a bank’s capital and surplus. Loans and other specified
transactions with affiliates are required to be secured by collateral in amounts and types specified by the
Federal Reserve Act. In addition, all transactions with affiliates must be on terms and under circumstances
that are at least as favorable to the bank as those prevailing at the time for comparable transactions with
unrelated parties.
Extensions of credit by American Riviera Bank to executive officers, directors and principal
shareholders of American Riviera Bank or any affiliate thereof, including American Riviera Bancorp, are
subject to Section 22(h) of the Federal Reserve Act, which, among other things, generally prohibits loans
to any such individual where the aggregate amount exceeds an amount equal to 15% of a bank’s unimpaired
capital and surplus, plus an additional 10% of unimpaired capital and surplus in the case of loans that are
fully secured by readily marketable collateral.
Federal Securities Laws
The issuance of American Riviera Bancorp common stock in connection with the bank holding
company reorganization is exempt from registration under the Securities Act pursuant to Section 3(a)(12)
of the Securities Act, which provides for an exemption in connection with a formation of a bank holding
company, if the transaction meets certain requirements. In addition, upon consummation of the bank
holding company reorganization, American Riviera Bancorp will not be required to register American
Riviera Bancorp common stock under Section 12 of the Exchange Act because American Riviera Bancorp
at that time will not have more than 2,000 shareholders of record. However, if at any fiscal year-end there
are 2,000 or more shareholders of record of its common stock, American Riviera Bancorp will be required
to register its common stock with the SEC and become subject to the periodic reporting and other
requirements of Section 12 of the Exchange Act.
As of the record date, American Riviera Bank had approximately 197 shareholders of record;
therefore, immediately following bank holding company reorganization, American Riviera Bancorp would
have fewer than 2,000 shareholders of record and will not be required to register under the Exchange Act
until, or if, it later has 2,000 or more shareholders of record at the end of a fiscal year.
Pursuant to Rule 701 of the Securities Act, American Riviera Bancorp may offer and sell its
securities without registration if they are issued to employees as compensation pursuant to written
compensatory benefit plans and written compensation contracts, such as the American Riviera Bank 2015
Omnibus Stock Incentive Plan. This exemption is subject to certain disclosure requirements and limitations
on the aggregate sales price and the amount of securities sold.
Anti-Takeover Considerations
California law and certain provisions of the American Riviera Bancorp articles of incorporation
and bylaws could have the effect of delaying or deferring the removal of incumbent directors or delaying,
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deferring or discouraging another party from acquiring control of American Riviera Bancorp, even if such
removal or acquisition would be viewed by its shareholders to be in their best interests. These provisions,
summarized below, are intended to encourage persons seeking to acquire control of American Riviera
Bancorp to first negotiate with its board of directors. These provisions also serve to discourage hostile
takeover practices and inadequate takeover bids. The board of directors believes that these provisions are
beneficial because the negotiation they encourage could result in improved terms of any unsolicited
proposal.
The following discussion is a general summary of material provisions of the American Riviera
Bancorp articles of incorporation and bylaws, and certain other regulatory provisions, which may be
deemed to have an “anti-takeover” effect.
Directors. Certain provisions of the articles of incorporation and bylaws will impede changes in
majority control of the board of directors. The articles of incorporation and/or bylaws provides that:


any vacancy occurring in the board of directors, including a vacancy created by an increase
in the number of directors, but not a vacancy created by the removal of a director, shall be
filled for the remainder of the unexpired term by a majority vote of the directors then in
office;



a director, in general, may only be removed by the affirmative vote of a majority of the
shares eligible to vote; and



a procedure for the nomination of directors.

Restrictions on Call of Special Meetings. The bylaws provide that a special meeting of shareholders
may be called only by the board of directors, the chairperson of the board, the chief executive officer, the
president or by one or more shareholders holding shares in the aggregate entitled to cast not less than 10%
of the votes at that meeting.
Authorization of Stock. The articles of incorporation authorize 50,000,000 shares of common stock
and 10,000,000 shares of preferred stock. American Riviera Bancorp is authorized to issue common or
preferred stock from time to time. In the event of a proposed merger, tender offer or other attempt to gain
control of American Riviera Bancorp that the board of directors does not approve, it might be possible for
the board of directors to authorize the issuance of shares of common stock or preferred stock that would
impede the completion of such a transaction. An effect of the possible issuance of common stock or
preferred stock, therefore, may be to deter a future takeover attempt. Except as otherwise discussed herein,
the board of directors has no present plans or understandings for the issuance of any common stock or
preferred stock.
California and Federal Banking Law. Section 1203 of the California Corporations Code includes
provisions that may have the effect of deterring hostile takeovers or delaying or preventing in control or
management of American Riviera Bancorp. If an “interested party” makes an offer to purchase the shares
of some or all of its shareholders, American Riviera Bancorp must obtain an affirmative opinion in writing
as to the fairness of the offering price prior to completing the transaction. California law considers a person
to be an “interested party” if the person directly or indirectly controls the company, if the person is directly
or indirectly controlled by one of the company’s officers or directors, or if the person is an entity in which
one of the company’s officers or directors holds a material financial interest. If after receiving an offer from
such an “interested party” American Riviera Bancorp receives a subsequent offer from a neutral third party,
then it must notify its shareholders of this offer and afford each of them the opportunity to withdraw their
consent to the “interested party” offer.
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Under the California Financial Code, no person shall, directly or indirectly, acquire control of a
California state bank or its holding company unless the DFPI has approved such acquisition of control. A
person would be deemed to have acquired control of American Riviera Bancorp if such person, directly or
indirectly, has the power (i) to vote 25% or more of the voting power of the company or (ii) to direct or
cause the direction of the management and policies of the company. For purposes of this law, a person who
directly or indirectly owns or controls 10% or more of the outstanding common stock would be presumed
to control American Riviera Bancorp.
The Bank Holding Company Act of 1956 generally would prohibit any company that is engaged in
operations other than financial activities and activities that are permissible for a bank holding company or
a financial holding company from acquiring control of American Riviera Bancorp. “Control” is generally
defined as ownership of 25% or more of the voting stock or other exercise of a controlling influence. In
addition, any existing bank holding company would need the prior approval of the Federal Reserve before
acquiring 5% or more of the voting stock of American Riviera Bancorp. The Change in Bank Control Act
of 1978, as amended, prohibits a person or group of persons from acquiring control of a bank holding
company unless the Federal Reserve has been notified and has not objected to the transaction.
The foregoing provisions of California and federal law could make it more difficult for a third party
to acquire a majority of the outstanding voting stock, by discouraging a hostile bid, or delaying, preventing
or deterring a merger, acquisition or tender offer in which American Riviera Bancorp’s shareholders could
receive a premium for their shares, or effect a proxy contest for control of the company or other changes in
the company’s management.
DESCRIPTION OF AMERICAN RIVIERA MERGER SUB
At the direction of the American Riviera Bank board of directors, American Riviera Merger Sub
was organized as a corporation under the laws of California on December 6, 2021, solely to facilitate the
bank holding company reorganization. Prior to the consummation of the bank holding company
reorganization, American Riviera Merger Sub will conduct no business with the public. At the effective
time of the bank holding company reorganization, American Riviera Merger Sub will be merged with and
into American Riviera Bank.
DESCRIPTION OF AMERICAN RIVIERA BANK
Organization
American Riviera Bank is a California corporation incorporated on March 23, 2006. American
Riviera Bank commenced operations on July 18, 2006.
Business Plan and Services
American Riviera Bank offers its services from its headquarters office, which is located at 1033
Anacapa Street, Santa Barbara, California 93101, and branch offices located in Santa Barbara and San Luis
Obispo counties. American Riviera Bank is a full-service community bank focused on serving the lending
and deposit needs of business and consumers on the Central Coast of California.
American Riviera Bank engages in substantially all the business operations customarily conducted
by independent commercial banks in California. American Riviera Bank:


accepts deposits into checking and various types of interest-bearing deposit accounts;
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offers a full range of commercial, real estate, residential mortgage, construction,
professional, operating and personal lines of credit and Small Business Administration
lending services; and



provides other customary banking services.

At September 30, 2021, American Riviera had total assets of $1.2 billion, total deposits of $1.1
billion and total shareholder’s equity of $93.8 million.
Employees
As of September 30, 2021, American Riviera Bank had a total of 116 full-time equivalent
employees. The management of American Riviera Bank believes that its employee relations are
satisfactory.
Competition
The banking and financial services business in California generally, and in American Riviera
Bank’s service area specifically, is highly competitive. The increasingly competitive environment is a
result primarily of changes in regulation, changes in technology and product delivery systems, and the
accelerating pace of consolidation among financial services providers.
In order to compete with other financial institutions in its service areas of Santa Barbara and San
Luis Obispo counties, American Riviera Bank relies principally upon local advertising programs and direct
personal contact by officers, directors, employees, and shareholders. American Riviera Bank emphasizes
to its customers the advantages of dealing with a locally owned and community oriented institution. Larger
banks may have a competitive advantage because of higher lending limits and major advertising and
marketing campaigns. They also perform services, such as trust services, international banking, discount
brokerage and insurance services, which American Riviera Bank is not authorized or prepared to offer
currently. American Riviera Bank has made arrangements with its correspondent banks and with others to
provide such services for its customers. Commercial banks compete with savings and loan associations,
credit unions, other financial institutions, securities brokerage firms, and other entities for funds. For
instance, yields on corporate and government debt securities and other commercial paper affect the ability
of commercial banks to attract and hold deposits. Commercial banks also compete for loans with savings
and loan associations, credit unions, consumer finance companies, mortgage companies and other lending
institutions.
Supervision and Regulation
As a California state-chartered commercial bank, American Riviera Bank is subject to regulation,
supervision, and regular examination by the DFPI, and its deposits are insured by the FDIC. Specific state
laws and regulations which are applicable to banks regulate, among other things, the scope of their business,
their investments, their reserves against deposits, the timing of the availability of deposited funds, their
activities relating to dividends, investments, loans, the nature and amount of and collateral for certain loans,
borrowings, capital requirements, certain check-clearing activities, branching, and mergers and
acquisitions. California banks are also subject to statutes and regulations including Federal Reserve
Regulation O and Federal Reserve Act Sections 23A and 23B and Regulation W, which restrict or limit
loans or extensions of credit to “insiders”, including officers, directors and principal shareholders, and loans
or extension of credit by banks to affiliates or purchases of assets from affiliates, including parent bank
holding companies, except pursuant to certain exceptions and terms and conditions at least as favorable to
those prevailing for comparable transactions with unaffiliated parties. Dodd-Frank expanded definitions
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and restrictions on transactions with affiliates and insiders under Section 23A and 23B and also lending
limits for derivative transactions, repurchase agreements and securities lending and borrowing transactions.
California state-chartered commercial banks may generally engage in any activity permissible for
national banks. Therefore, American Riviera Bank may form subsidiaries to engage in the many so-called
“closely related to banking” or “nonbanking” activities commonly conducted by national banks in operating
subsidiaries or subsidiaries of bank holding companies. Further, pursuant to GLBA, California banks may
conduct certain “financial” activities in a subsidiary to the same extent as may a national bank, provided
the bank is and remains “well-capitalized,” “well-managed” and in satisfactory compliance with the
Community Reinvestment Act.
FINANCIAL STATEMENTS
American Riviera Bank’s audited balance sheets as of December 31, 2020 and 2019 and related
audited statements of income, shareholders’ equity and cash flows for each of the two years then ended,
prepared in conformity with generally accepted accounting principles, together with the report of
independent public accountants, are included as Annex D to this proxy statement/prospectus. In addition,
unaudited financial information for American Riviera Bank as of September 30, 2021 is available on
American Riviera Bank’s website at http://www.americanriviera.bank. No financial statements of
American Riviera Bancorp are presented in this proxy statement/prospectus, as it currently has no assets or
liabilities. In addition, no pro forma consolidated financial statements of American Riviera Bancorp are
included herein, as such statements would reflect no material differences from the consolidated financial
statements of American Riviera Bank.
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OTHER BUSINESS
If any matters not referred to in this proxy statement/prospectus come before the special meeting,
including matters incident to conducting the meeting, the proxy holders will vote the shares represented by
proxies in accordance with their best judgment. Management is not aware of any other business to come
before the meeting and, as of the date of the preparation of this proxy statement/prospectus, no shareholder
has submitted to management any proposal to be acted upon at the special meeting.

AMERICAN RIVIERA BANK

Jeff DeVine
President and Chief Executive Officer

Dated: December 8, 2021
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ANNEX A
PLAN OF REORGANIZATION
AND
AGREEMENT OF MERGER
This PLAN OF REORGANIZATION AND AGREEMENT OF MERGER (this
“Agreement”), dated as of December 6, 2021, by and among American Riviera Bank, a California
state-chartered bank with California Entity Number C2860397 (“Bank”), American Riviera
Bancorp, a California corporation with California Entity Number C4815288 (“Holding
Company”), and American Riviera Merger Sub, a California corporation (“Subsidiary”).
RECITALS
A.
Bank is a banking corporation duly organized, validly existing and doing business
in good standing under the laws of the State of California, and has authorized capital of ten million
(10,000,000) shares of common stock, no par value, of which, as of the date hereof, there are
5,135,427 shares issued and outstanding, and five million (5,000,000) shares of preferred stock,
no par value, of which, as of the date hereof, there are no shares issued and outstanding.
B.
Subsidiary is a corporation duly organized, validly existing and doing business in
good standing under the laws of the State of California, and has authorized capital of one hundred
(100) shares of common stock, no par value, of which, as of the date hereof, there are one hundred
(100) shares issued and outstanding, all of which shares are owned by Holding Company.
C.
Holding Company is a corporation duly organized, validly existing and doing
business in good standing under the laws of the State of California, and has authorized capital of
fifty million (50,000,000) shares of common stock, no par value, of which, as of the date hereof,
there is one (1) share issued and outstanding, and ten million (10,000,000) shares of preferred
stock, no par value, of which, at the date hereof, there are no shares issued and outstanding.
D.
The Board of Directors of each of Bank, Holding Company and Subsidiary have
approved this Agreement and authorized its execution.
E.
It is the intention of the parties that the reorganization and merger of Bank and
Subsidiary shall qualify as a “reorganization” under the provisions of Section 368(a) of the Internal
Revenue Code of 1986, as amended.
NOW, THEREFORE, in consideration of the premises and of the mutual covenants and
agreements herein set forth and for the purpose of prescribing the terms and conditions of the
merger of Subsidiary with Bank, the parties hereto agree as follows:
ARTICLE I
TERMS OF MERGER
1.1
Merger. At the Effective Time, as defined in Article III, Subsidiary shall merge
with and into Bank (“Merger”) under the laws of the State of California. Bank shall be the
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surviving corporation in the Merger (“Surviving Bank”) and shall be a wholly-owned subsidiary
of Holding Company. The name of the Surviving Bank shall be “American Riviera Bank.”
1.2
Articles of Incorporation and Bylaws. The Articles of Incorporation of Bank as
in effect immediately prior to the Effective Time shall, at and after the Effective Time, be the
Articles of Incorporation of the Surviving Bank, without change or amendment (until amended or
repealed as provided by law) and the Bylaws of Bank as in effect immediately prior to the Effective
Time shall, at and after the Effective Time, be the Bylaws of the Surviving Bank, without change
or amendment (until amended or repealed as provided by law).
1.3
Officers and Directors. The directors and officers of Bank immediately prior to
the Effective Time shall be the directors and officers of the Surviving Bank. Directors of the
Surviving Bank shall serve until the next annual meeting of shareholders of the Surviving Bank
and until such time as their successors are elected and have qualified.
1.4
Effects of the Merger. At the Effective Time, the effect of the Merger shall be as
provided in the California General Corporation Law. Without limiting the generality of the
foregoing and subject thereto, at the Effective Time:
(a)
all rights, franchises and interests of Subsidiary in and to every type of
property (real, personal and mixed), tangible and intangible, and choses in action shall be
transferred to and vested in the Surviving Bank by virtue of the Merger without any deed or other
transfer, and the Surviving Bank, without any order or other action on the part of any court or
otherwise, shall hold and enjoy all rights of property, franchises and interests, including
appointments, designations and nominations, and all other rights and interests as trustee, executor,
administrator, registrar of stocks and bonds, guardian of estates, assignee, receiver and committee,
and in every other fiduciary capacity, in the same manner and to the same extent as such rights,
franchises and interest were held or enjoyed by Subsidiary immediately prior to the Effective
Time; and
(b)
the Surviving Bank shall be liable for all liabilities of Subsidiary, fixed or
contingent, including all accounts, debts, obligations and contracts thereof, matured or unmatured,
whether accrued, absolute, contingent or otherwise, and whether or not reflected or reserved
against on balance sheets, books of account or records thereof, and all rights of creditors or obligees
and all liens on property of Subsidiary shall be preserved unimpaired; after the Effective Time, the
Surviving Bank will continue to issue savings accounts on the same basis as immediately prior to
the Effective Time.
1.5
Offices. At the Effective Time, all offices of Bank shall be offices of the Surviving
Bank and the principal office of Bank shall be the principal office of Surviving Bank.
ARTICLE II
CAPITAL STOCK
2.1
Common Stock of Subsidiary. Each share of common stock of Subsidiary issued
and outstanding immediately prior to the Effective Time shall be converted into one (1) share of
common stock of the Surviving Bank.
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2.2
Common Stock of Bank. Each share of common stock of Bank issued and
outstanding immediately prior to the Effective Date shall be converted into one share of common
stock of Holding Company.
2.3
Exchange of Holding Company Common Stock for Bank Common Stock. At
the Effective Time, each Bank shareholder of record of common stock shall be entitled to receive
one share of common stock of Holding Company for each share of common stock of Bank held at
that time and Holding Company shall issue that number of shares which shareholders are entitled
to receive. On and after the Effective Time, certificates representing the issued and outstanding
shares of common stock of Bank shall thereafter represent shares of common stock of Holding
Company, and such certificates may, but need not, be exchanged by the holders thereof, after the
Merger becomes effective, for new certificates for the appropriate number of shares bearing the
name of Holding Company. On and after the Effective Time, there shall be no registration of
transfers on the stock transfer books of Surviving Bank of shares of common stock of Bank which
were outstanding immediately prior to the Effective Time.
2.4
Rights to Stock Options and Awards. Upon and by reason of the Merger
becoming effective:
(a)
The options to purchase shares of common stock of Bank which have been
granted by Bank pursuant to its 2015 Omnibus Stock Incentive Plan (the “Equity Plan”) shall be
deemed to be options granted by Holding Company with the same terms and conditions and for
the same number of shares of common stock of Holding Company. Holding Company shall issue
replacement stock options for shares of its common stock so that appropriate adjustments to reflect
the Merger may be made to (a) the class and number of shares of common stock available for
options under the Equity Plan and (b) the class and number of shares and the price per share of the
common stock subject to options outstanding under the Equity Plan.
(b)
The shares of the common stock of Bank awarded with such restrictions as
set forth on the applicable award agreement pursuant to the Equity Plan shall be deemed to be
shares of the common stock of Holding Company with the same terms, conditions and restrictions.
Outstanding certificates representing shares of the common stock of Bank awarded with such
restrictions as set forth on the applicable award agreement pursuant to the Equity Plan shall
thereafter represent shares of the common stock of Holding Company with such terms, conditions
and restrictions as originally awarded by Bank.
2.5
Employee Benefit Plans Relating to Stock. On and after the Effective Time, each
share of common stock of Bank held in trust or otherwise reserved for future issuance in connection
with any and all of Bank’s employee benefit plans, if any, shall be converted into one share of
common stock of Holding Company. The Equity Plan, and the Bank’s rights and obligations
thereunder, shall be assumed by Holding Company at the Effective Time and shall be subject to
the same terms and conditions as existed prior to the Effective Time, subject to the requirements
or the Securities Act of 1933, as amended, and the California Securities Law.
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2.6
Other Rights to Stock. From time to time, as and when required by the provisions
of any agreement to which Bank or Holding Company shall become a party after the date hereof
providing for the issuance of shares of common stock or other equity securities of Bank or Holding
Company in connection with a merger into Bank or any other banking institution or other
corporation, Holding Company will issue in accordance with the terms of any such agreement
shares of its common stock or other equity securities as required by such agreement or in
substitution for the shares of common stock or other equity securities of Bank required to be issued
by such agreement, as the case may be, which the shareholders of any other such banking
institution or other corporation shall be entitled to receive by virtue of any such agreement.
2.7
Dissenting Shares. Holders of shares of common stock of Bank shall not have
dissenters’ rights in connection with the Merger pursuant to the provisions of Chapter 13 of the
California General Corporation Law.
ARTICLE III
EFFECTIVE TIME
The Merger shall be effective at 5:00 p.m. Pacific time on the date upon which an executed
counterpart of this Agreement (as amended, if necessary, to conform to any requirements of law
or governmental authority or agency, which requirements are not materially in contravention of
any of the substantive terms hereof) shall have been filed with the California Secretary of State, in
accordance with Section 1103 of the California Corporations Code and, if necessary, declared
effective by the California Department of Financial Protection and Innovation (such date and time
being herein referred to as the “Effective Time”).
ARTICLE IV
APPROVALS
4.1
Shareholder Approval. This Agreement shall be submitted to the shareholders of
Bank, Subsidiary and Holding Company who are entitled to vote thereon for approval and
ratification, as provided by the applicable laws of the State of California and in accordance with
other applicable law.
4.2
Regulatory Approvals. The parties hereto agree that each shall proceed to and
cooperate fully to obtain the regulatory approvals and consents and to satisfy the requirements
prescribed by applicable law and/or regulation or which are otherwise necessary or desirable in
connection with the completion of the Merger as outlined herein. Such regulatory approvals,
consents and requirements shall include, but shall not be limited to the approvals and consents set
forth in Article V herein.
ARTICLE V
CONDITIONS PRECEDENT
This Agreement will not be submitted to the California Secretary of State for filing until
all of the following conditions have been satisfied or waived:
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(a)
Approval and ratification of this Agreement by the holders of a majority of
the outstanding shares of Bank, Subsidiary and Holding Company entitled to vote and as required
by applicable law;
(b)
Receipt of all other approvals and consents, and satisfaction of all other
requirements as are prescribed by applicable law in connection with the Merger including, but not
limited to, approval of the Federal Reserve pursuant to 12 U.S.C. 1828(c), approval of the
California Department of Financial Protection and Innovation for the acquisition of the Bank by
Holding Company pursuant to Financial Code Section 1250, the granting of an order of exemption
in connection with the offer, sale and issuance of shares by the California Department of Financial
Protection and Innovation pursuant to Financial Code Section 1210, and Notice to the Board of
Governors of the Federal Reserve System pursuant to the Bank Holding Company Act of 1956, as
amended and Section 225.17 of Regulation Y promulgated pursuant thereto; and
(c)

Performance by each party hereto of all its obligations under this

Agreement.
ARTICLE VI
TERMINATION
The Agreement may be terminated at any time before the Effective Time upon the
occurrence of any of the following events:
(a)
If any of the conditions set forth in Article V are not fulfilled within a
reasonable period of time, such reasonable period of time to be determined by a majority of the
Board of Directors of any of the parties, in their sole and absolute discretion;
(b)
If any action, suit, proceeding or claim has been instituted, made or
threatened, relating to the proposed Merger which makes consummation of the Merger inadvisable
in the opinion of a majority of the Board of Directors of any of the parties; or
(c)
If for any reason consummation of the Merger is inadvisable in the opinion
of a majority of the Board of Directors of any of the parties.
Upon termination, this Agreement shall be void and of no further effect, and there shall be
no liability by reason of this Agreement or the termination thereof on the part of the parties hereto
or their respective directors, officers, employees, agents or shareholders.
ARTICLE VII
EXPENSES
All of the expenses of the Merger, including filing fees, printing and mailing costs, and
accountants’ fees and legal fees (except for expenses, if any, incurred by the shareholders of Bank
or Holding Company) shall be borne by the Surviving Bank or Holding Company, as applicable.
In the event that the Merger is abandoned or terminated for any reason, all such expenses shall be
borne by Bank.
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ARTICLE VIII
AMENDMENT, MODIFICATION, ETC.
8.1
Amendment, Modification, Etc. Bank, Subsidiary and Holding Company, by
mutual consent of their respective Boards of Directors, to the extent permitted by law, may amend,
modify, supplement and interpret this Agreement in such manner as may be mutually agreed upon
by them in writing at any time following adoption thereof by shareholders of Bank, Subsidiary and
Holding Company, but before the Effective Time; provided, however, that no such amendment,
modification or supplement shall change any principal term hereof or the number or kind of shares
to be issued by Holding Company in exchange for each share of common stock of Bank, except
by the affirmative action of such shareholders as required by law.
8.2

Counterparts. This Agreement may be executed in one or more counterparts.

8.3
Governing Laws. This Agreement shall be governed by and construed in
accordance with the laws of California and the performance of the parties hereto and their
respective duties and obligations hereunder shall be governed by such laws except as required by
applicable provisions of federal law.
[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
in counterparts by their duly authorized officers as of the date first above written, pursuant to a
resolution of its Board of Directors, acting by a majority.
AMERICAN RIVIERA BANCORP
By:

/s/ Jeff Devine
Jeff DeVine
President and Chief Executive Officer

By:

/s/ Michelle Martinich
Michelle Martinich
Secretary

AMERICAN RIVIERA BANK
By:

/s/ Jeff Devine
Jeff DeVine
President and Chief Executive Officer

By:

/s/ Michelle Martinich
Michelle Martinich
Secretary

AMERICAN RIVIERA MERGER SUB
By:

/s/ Michelle Martinich
Michelle Martinich
President and Chief Executive Officer

By:

/s/ Michelle Martinich
Michelle Martinich
Secretary
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ANNEX B
ARTICLES OF INCORPORATION
OF
AMERICAN RIVIERA BANCORP
ARTICLE I
The name of this corporation is American Riviera Bancorp.
ARTICLE II
The purpose of this corporation is to engage in any lawful act or activity for which a
corporation may be organized under the General Corporation Law of California other than the
banking business, the trust company business, or the practice of a profession permitted to be
incorporated by the California Corporations Code.
ARTICLE III
The name and address in the State of California of this corporation’s initial agent for
service of process is:
Laurel Sykes
1033 Anacapa Street
Santa Barbara, California 93101
ARTICLE IV
The initial street and mailing address of this corporation is 1033 Anacapa Street, Santa
Barbara, California 93101.
ARTICLE V
(a)
The total number of shares of stock that this corporation shall have authority to
issue is sixty million (60,000,000) shares, which shall be divided into two classes as follows: (a)
fifty million (50,000,000) shares of Common Stock, and (b) ten million (10,000,000) shares of
Preferred Stock.
(b)
The Preferred Stock may be issued from time to time in one or more series. The
Board of Directors is authorized to fix the number of shares of any series of Preferred Stock and
to determine the designation of any such series. The Board of Directors is also authorized to
determine or alter the rights, preferences, privileges, and restrictions granted to or imposed upon
any wholly unissued series of Preferred Stock and, within the limits and restrictions stated in any
resolution or resolutions of the Board of Directors originally fixing the number of shares
constituting any series, to increase or decrease (but not below the number of shares of such series
then outstanding) the number of shares of any such series subsequent to the issue of shares of
that series.
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ARTICLE VI
(a)
The liability of the directors of this corporation for monetary damages shall be
eliminated to the fullest extent permissible under California law.
(b)
This corporation is authorized to provide indemnification of agents (as defined in
Section 317 of the California Corporations Code) to the fullest extent permissible under
California law and in excess of that otherwise permitted under Section 317 of the California
Corporations Code, subject to the limits on such excess indemnification set forth in Section 204
of the California Corporations Code.
(c)
Any repeal or modification of the provisions of this Article VI by the shareholders
of this corporation shall not adversely affect any right or protection of a director or agent of this
corporation existing at the time of such repeal or modification.
Date: November 24, 2021

Michelle Martinich, Incorporator
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BYLAWS
OF
AMERICAN RIVIERA BANCORP
ARTICLE I
OFFICES
1.1
Principal Offices. The board of directors of American Riviera Bancorp (the
“corporation”) shall fix the location of the principal executive office of the corporation at any
place within or outside the State of California. If the principal executive office is located outside
this state, and the corporation has one or more business offices in this state, the board of directors
shall likewise fix and designate a principal business office in the State of California.
1.2
Other Offices. The board of directors may at any time establish subordinate
offices at any place or places where the corporation is qualified to do business.
ARTICLE II
MEETINGS OF SHAREHOLDERS
2.1
Place of Meetings. Meetings of shareholders shall be held at any place within or
outside the State of California designated by the board of directors. In the absence of any such
designation, shareholders’ meetings shall be held at the principal executive office of the
corporation. If authorized by the board of directors in its sole discretion, and subject to the
requirement of consent as described below and those guidelines and procedures as the board of
directors may adopt, shareholders not physically present in person or by proxy at a meeting of
shareholders may, by electronic transmission by and to the corporation, as such terms are defined
in the Corporations Code of California (the “Corporations Code”), or by electronic video screen
communication, participate in a meeting of shareholders, be deemed present in person or by
proxy, and vote at a meeting of shareholders whether that meeting is to be held at a designated
place or in whole or in part by means of electronic transmission by and to the corporation or by
electronic video screen communication.
A meeting of the shareholders may be conducted, in whole or in part, by electronic
transmission by and to the corporation as defined above or by electronic video screen
communication if: (i) the corporation implements reasonable measures to provide shareholders
(in person or by proxy) a reasonable opportunity to participate in the meeting and to vote on
matters submitted to the shareholders, including an opportunity to read or hear the proceedings
of the meeting concurrently with those proceedings; and (ii) if any shareholder votes or takes
other action at the meeting by means of electronic transmission to the corporation or electronic
video screen communication and a record of that vote or action is maintained by the corporation.
2.2
Annual Meeting. The annual meeting of shareholders shall be held each year on a
date and at a time designated by the board of directors. The date so designated shall be within
fifteen (15) months after the last annual meeting. At the annual meeting, directors shall be
elected, and any other proper business may be transacted.
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2.3
Special Meeting. A special meeting of the shareholders may be called at any time
by the board of directors, the chairperson of the board, the chief executive officer, the president,
or by one or more shareholders holding shares in the aggregate entitled to cast not less than ten
percent (10%) of the votes at that meeting. If a special meeting is called by any person or persons
other than the board of directors, the request shall be in writing, specifying the time of such
meeting and the general nature of the business proposed to be transacted, and shall be delivered
personally or sent by registered mail or by electronic transmission or other facsimile
transmission to the chairperson of the board, the president, or the secretary of the corporation.
The officer receiving the request shall cause notice to be promptly given to the shareholders
entitled to vote, in accordance with the provisions of Sections 2.4 and 2.5 of this Article II, that a
meeting will be held at the time requested by the person or persons calling the meeting, not less
than thirty-five (35) nor more than sixty (60) days after the receipt of the request. If the notice is
not given within twenty (20) days after receipt of the request, the person or persons requesting
the meeting may give the notice.
Nothing contained in this Section 2.3 shall be construed as limiting, fixing or affecting
the time when a meeting of shareholders called by action of the board of directors may be held.
2.4
Notice of Shareholders’ Meetings. All notices of meetings of shareholders shall
be sent or otherwise given in accordance with Section 2.5 of this Article II not less than ten
(10) nor more than sixty (60) days before the date of the meeting, provided that if notice is sent
by third-class mail then the notice shall be sent or otherwise given not less than thirty (30) days
before the date of the meeting. Shareholders entitled to notice shall be determined in accordance
with Section 2.11 of this Article II. The notice shall specify the following:
(a)

the place, date and hour of the meeting,

(b)
the means of electronic transmission by and to the corporation or
electronic video screen communication, if any, by which shareholders may participate in that
meeting,
(c)

in the case of a special meeting, the general nature of the business to be

transacted,
(d)
in the case of the annual meeting, those matters which the board of
directors, at the time of giving the notice, intends to present for action by the shareholders,
(e)
if directors are to be elected, the name of any nominee or nominees whom,
at the time of the notice, management intends to present for election,
(f)
if action is proposed to be taken at any meeting for: (i) approval of a
contract or transaction in which a director has a direct or indirect financial interest, pursuant to
Section 310 of the Corporations Code, (ii) an amendment of the articles of incorporation,
pursuant to Section 902 of the Corporations Code, (iii) a reorganization of the corporation,
pursuant to Section 1201 of the Corporations Code, (iv) a voluntary dissolution of the
corporation, pursuant to Section 1900 of the Corporations Code, or (v) a distribution in
dissolution other than in accordance with the rights of outstanding preferred shares, pursuant to
Section 2007 of the Corporations Code, the general nature of that proposal, and
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(g)

any other matters expressly required by statute.

2.5
Manner of Giving Notice: Affidavit of Notice. Notice of any meeting of
shareholders shall be given either personally or by first-class mail (or, if the corporation has 500
or more shareholders of record, by third-class mail), or by electronic transmission or other
written communication, charges prepaid, addressed to the shareholder at the address of that
shareholder appearing on the books of the corporation or given by the shareholder to the
corporation for the purpose of notice. If no such address appears on the corporation’s books or is
given, notice shall be deemed to have been given if sent to that shareholder by first-class mail
(or, if the corporation has 500 or more shareholders of record, by third-class mail), or electronic
transmission or other written communication to the corporation’s principal executive office, or if
published at least once in a newspaper of general circulation in the county where that office is
located. Notice shall be deemed to have been given at the time when delivered personally, sent
by electronic transmission, or deposited in the mail or sent by other means of written
communication.
If any notice addressed to a shareholder at the address of that shareholder appearing on
the books of the corporation is returned to the corporation by the United States Postal Service
marked to indicate that the United States Postal Service is unable to deliver the notice to the
shareholder at that address, all future notices or reports shall be deemed to have been duly given
without further mailing if these shall be available to the shareholder on written demand of the
shareholder at the principal executive office of the corporation for a period of one year from the
date of the giving of the notice. An affidavit of the mailing or other means of giving any notice
of any shareholders’ meeting shall be executed by the secretary, assistant secretary, or any
transfer agent of the corporation giving the notice, and shall be filed and maintained in the
minute book of the corporation.
2.6
Quorum. The presence in person or by proxy of the holders of a majority of the
shares entitled to vote at any meeting of shareholders shall constitute a quorum for the
transaction of business. The shareholders present at a duly called or held meeting at which a
quorum is present may continue to do business until adjournment, notwithstanding the
withdrawal of enough shareholders to leave less than a quorum, if any action taken (other than
adjournment) is approved by at least a majority of the shares required to constitute a quorum.
2.7
Adjourned Meeting: Notice. Any shareholders’ meeting, annual or special,
whether or not a quorum is present, may be adjourned from time to time by the vote of the
majority of the shares represented at that meeting, either in person or by proxy, but in the
absence of a quorum, no other business may be transacted at that meeting, except as provided in
Section 2.6 of this Article II.
When any meeting of shareholders, either annual or special, is adjourned to another time
or place, notice need not be given of the adjourned meeting if the time and place are announced
at a meeting at which the adjournment is taken, unless a new record date for the adjourned
meeting is fixed, or unless the adjournment is for more than forty-five (45) days from the date set
for the original meeting, in which case the board of directors shall set a new record date. Notice
of any such adjourned meeting shall be given to each shareholder of record entitled to vote at the
adjourned meeting in accordance with the provisions of Sections 2.4 and 2.5 of this Article II. At
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any meeting adjourned to another time or place, the corporation may transact any business which
might have been transacted at the original meeting.
2.8
Voting. The shareholders entitled to vote at any meeting of shareholders shall be
determined in accordance with the provisions of Section 2.11 of this Article II, subject to the
provisions of Sections 702 to 704, inclusive, of the Corporations Code (relating to voting shares
held by a fiduciary, in the name of a corporation, or in joint ownership). The shareholders’ vote
may be by voice or by ballot; provided, however, that any election for directors must be by ballot
if demanded by any shareholder before the voting has begun. On any matter other than elections
of directors, any shareholder may vote part of the shares in favor of the proposal and refrain from
voting the remaining shares or vote them against the proposal, but, if the shareholder fails to
specify the number of shares which the shareholder is voting affirmatively, it will be
conclusively presumed that the shareholder’s approving vote is with respect to all shares that the
shareholder is entitled to vote. If a quorum is present, the affirmative vote of the majority of the
shares represented at the meeting and entitled to vote on any matter (other than the election of
directors) shall be the act of the shareholders, unless the vote of a greater number or voting by
classes is required by the Corporations Code or by the articles of incorporation.
At any shareholders’ meeting at which directors are to be elected, no shareholder shall be
entitled to cumulate votes (i.e., cast for any one or more candidates a number of votes greater
than the number of the shareholder’s shares) unless the candidates’ names have been placed in
nomination prior to commencement of the voting and a shareholder has given notice prior to
commencement of the voting of the shareholder’s intention to cumulate votes. If any shareholder
has given such a notice, then every shareholder entitled to vote may cumulate votes for
candidates in nomination and give one candidate a number of votes equal to the number of
directors to be elected multiplied by the number of votes to which that shareholder’s shares are
entitled, or distribute the shareholder’s votes on the same principle among any or all of the
candidates, as the shareholder thinks fit. In any election of directors, the candidates receiving the
highest number of votes, up to the number of directors to be elected, shall be elected.
2.9
Waiver of Notice or Consent by Absent Shareholders. The transactions of any
meeting of shareholders, either annual or special, however called and noticed, and wherever
held, shall be as valid as though had at a meeting duly held after regular call and notice, if a
quorum be present either in person or by proxy, and if, either before or after the meeting, each
person entitled to vote, who was not present in person or by proxy, signs a written waiver of
notice or a consent to a holding of the meeting, or an approval of the minutes. The waiver of
notice or consent need not specify either the business to be transacted or the purpose of any
annual or special meeting of shareholders, except that if action is taken or proposed to be taken
for approval of any of those matters specified in Section 601(f) of the Corporations Code, the
waiver of notice or consent shall state the general nature of the proposal. All such waivers,
consents or approvals shall be filed with the corporate records or made a part of the minutes of
the meeting.
Attendance by a person at a meeting shall also constitute a waiver of notice of that
meeting, except when the person objects, at the beginning of the meeting, to the transaction of
any business because the meeting is not lawfully called or convened, and except that attendance
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at a meeting is not a waiver of any right to object to the consideration of matters not included in
the notice of the meeting if that objection is expressly made at the meeting.
2.10 Shareholder Action by Written Consent Without a Meeting. Any action which
may be taken at any annual or special meeting of shareholders may be taken without a meeting
and without prior notice, if a consent in writing, setting forth the action so taken, is signed by the
holders of outstanding shares having not less than the minimum number of votes that would be
necessary to authorize or take that action at a meeting at which all shares entitled to vote on that
action were present and voted. In the case of election of directors, such a consent shall be
effective only if signed by the holders of all outstanding shares entitled to vote for the election of
directors; provided, however, that a director may be elected at any time to fill a vacancy on the
board of directors that has not been filled by the directors, by the written consent of the holders
of a majority of the outstanding shares entitled to vote for the election of directors. All such
consents shall be filed with the secretary of the corporation and shall be maintained in the
corporate records. Any shareholder giving a written consent, or the shareholder’s proxy holders,
or a transferee of the shares or a personal representative of the shareholder or their respective
proxy holders, may revoke the consent by a writing received by the secretary of the corporation
before written consents of the number of shares required to authorize the proposed action have
been filed with the secretary.
If the consents of all shareholders entitled to vote have not been solicited in writing, and
if the unanimous written consent of all such shareholders shall not have been received, the
secretary shall give prompt notice of the corporate action approved by the shareholders without a
meeting. This notice shall be given in the manner specified in Section 2.5 of this Article II. In the
case of approval of: (i) contracts or transactions in which a director has a direct or indirect
financial interest, pursuant to Section 310 of the Corporations Code; (ii) indemnification of
agents of the corporation, pursuant to Section 317 of the Corporations Code; (iii) a
reorganization of the corporation, pursuant to Section 1201 of the Corporations Code; and (iv) a
distribution in dissolution other than in accordance with the rights of outstanding preferred
shares, pursuant to Section 2007 of the Corporations Code, the notice shall be given at least ten
(10) days before the consummation of any action authorized by that approval.
2.11

Record Date for Shareholder Notice, Voting, and Giving Consents.

(a)
For purposes of determining the shareholders entitled to notice of any
meeting or to vote or entitled to give written consent to corporate action without a meeting, the
board of directors may fix, in advance, a record date, which shall not be more than sixty
(60) days nor less than ten (10) days before the date of any such meeting nor more than sixty
(60) days before any such action without a meeting, and in this event only shareholders of record
on the date so fixed are entitled to notice and to vote or to give consents, as the case may be
notwithstanding any transfer of any shares on the books of the corporation after the record date,
except as otherwise provided in the Corporations Code.
(b)

If the board of directors does not so fix a record date:

(i)
The record date for determining shareholders entitled to receive
notice of and vote at a shareholders’ meeting shall be the business day next preceding the
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day on which notice is given, or if notice is waived as provided in Section 2.9 of this
Article II, the business day next preceding the day on which the meeting is held.
(ii)
The record date for determining shareholders entitled to give
consent to corporate action in writing without a meeting, if no prior action has been taken
by the board of directors, shall be the day on which the first written consent is given.
(iii) The record date for determining shareholders for any other purpose
shall be as set forth in Section 8.1 of Article VIII of these bylaws.
(c)
A determination of shareholders of record entitled to receive notice of and
vote at a shareholders’ meeting shall apply to any adjournment of the meeting unless the board of
directors fixes a new record date for the adjourned meeting. However, the board of directors
shall fix a new record date if the adjournment is to a date more than forty-five (45) days after the
date set for the original meeting.
(d)
Only shareholders of record on the corporation’s books at the close of
business on the record date shall be entitled to any of the notice and voting rights listed in
subsection (a) of this section, notwithstanding any transfer of shares on the corporation’s books
after the record date, except as otherwise required by law.
2.12 Proxies. Every person entitled to vote for directors or on any other matter shall
have the right to do so either in person or by one or more agents authorized by a written proxy
signed by the person and filed with the secretary of the corporation. A proxy shall be deemed
signed if the shareholder’s name is placed on the proxy (whether by manual signature,
typewriting, electronic transmission, or otherwise) by the shareholder or the shareholder’s
attorney in fact. A validly executed proxy which does not state that it is irrevocable shall
continue in full force and effect unless: (i) revoked by the person executing it, before the vote
pursuant to that proxy, by a writing delivered to the corporation stating that the proxy is revoked,
or by a subsequent proxy executed by, or attendance at the meeting and voting in person by, the
person executing the proxy; or (ii) written notice of the death or incapacity of the maker of that
proxy is received by the corporation before the vote pursuant to that proxy is counted; provided,
however, that no proxy shall be valid after the expiration of eleven (11) months from the date of
the proxy, unless otherwise provided in the proxy. The revocability of a proxy that states on its
face that it is irrevocable shall be governed by the provisions of Sections 705(e) and 705(f) of the
Corporations Code.
2.13 Inspectors of Election. Before any meeting of shareholders, the board of directors
may appoint one person or three persons to serve as inspectors of election at the meeting or its
adjournment. If no inspectors of election are so appointed, the chairperson of the meeting may,
and on the request of any shareholder or a shareholder’s proxy shall, appoint inspectors of
election at the meeting. If inspectors are appointed at a meeting on the request of one or more
shareholders or proxies, the holders of a majority of shares or their proxies present at the meeting
shall determine whether one or three inspectors are to be appointed. If any person appointed as
inspector fails to appear or fails or refuses to act, the chairperson of the meeting may, and upon
the request of any shareholder or a shareholder’s proxy shall appoint a person to fill that
vacancy.
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The inspector or inspectors shall determine the number of shares outstanding and the
voting power of each, the shares represented at the meeting, the existence of a quorum, and the
authenticity, validity, and effect of proxies; receive votes, ballots or consents; hear and determine
all challenges and questions in any way arising in connection with the right to vote; count and
tabulate all votes or consents; determine when the polls shall close; determine the result; and do
any other acts that may be proper to conduct the election or vote with fairness to all shareholders.
2.14 Shareholder Nominations and Proposals. At any meeting of shareholders,
business will only be conducted if it is brought before the meeting by or at the direction of the
board of directors, or by a shareholder of record entitled to vote at such meeting who complies
with the requirements set forth in this Section.
For business (including but not limited to director nominations) to be properly brought
before an annual meeting by a shareholder, the shareholder or shareholders of record intending to
propose the business (the “proposing shareholder”) must have given written notice of the
proposing shareholder’s nomination or proposal either by personal delivery or by United States
mail to the secretary of the corporation no earlier than ninety (90) calendar days and no later than
sixty (60) calendar days before the date such annual meeting is to be held. If the current year’s
annual meeting is called for a date that is not within thirty (30) days of the anniversary of the
previous year’s annual meeting, notice must be received not later than ten (10) calendar days
following the day on which public announcement of the date of the annual meeting is first made.
In no event will an adjournment or postponement of an annual meeting of shareholders begin a
new time period for giving a proposing shareholder’s notice as provided above.
For business to be properly brought before a special meeting of shareholders, the notice
of the meeting sent by or at the direction of the person calling the meeting must set forth the
nature of the business to be considered. A shareholder or shareholders who have made a written
request for a special meeting pursuant to Section 2.3 may provide the information required for
notice of a shareholder proposal under this Section simultaneously with the written request for
the meeting submitted to the secretary or within ten (10) calendar days after delivery of the
written request for the meeting to the secretary.
A proposing shareholder’s notice shall include as to each matter the proposing
shareholder proposes to bring before either an annual or special meeting:
(a)
The name and address of the proposing shareholder and the classes and
number of shares of capital stock of the corporation held by the proposing shareholder;
(b)
If the notice regards the nomination of a candidate for election as director:
(i) the full name, age and date of birth of each candidate; (ii) the business and residence address
and telephone numbers of each candidate; (iii) the education background and
business/occupational experience of each candidate including a list of positions held for at least
the preceding five (5) years; (iv) the class and number of shares of the corporation beneficially
owned by the candidate; and (v) a signed representation by each such candidate that the
candidate will timely provide any other information reasonably requested by the corporation for
the purpose of preparing its disclosures in regard to the solicitation of proxies for the election of
directors. The name of each such candidate for director must be placed in nomination at the
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annual meeting by a shareholder present in person and the candidate must be present in person at
the meeting for the election of directors. Any vote cast for a person who has not been duly
nominated pursuant to this Section 2.14(b) will be void; and
(c)
If the notice regards a proposal other than the nomination of a candidate
for election as director: (i) a brief description of the business and the reasons for conducting such
business at the meeting; (ii) the name and address, as they appear in the corporation’s books, of
the shareholder proposing such business; (iii) the class and number of shares of the corporation
that are beneficially owned by the shareholder; and (iv) the material interest of the shareholder in
such business. Shareholder proposals that do not satisfy the requirements of this Section 2.14(c)
may, but need not, be considered and discussed, but not acted upon, at a meeting.
This Section or a summary of this Section shall be set forth in either the notice or related
proxy statement concerning any shareholders’ meeting at which the election of directors is to be
considered.
ARTICLE III
DIRECTORS
3.1
Powers. Subject to the provisions of the Corporations Code and any limitations in
the articles of incorporation and these bylaws relating to action required to be approved by the
shareholders or by the outstanding shares, the business and affairs of the corporation shall be
managed and all corporate powers shall be exercised by or under the direction of the board of
directors.
Without prejudice to these general powers, and subject to the same limitations, the
directors shall have the power to:
(a)
Change the principal executive office or the principal business office in
the State of California from one location to another; cause the corporation to be qualified to do
business in any other state, territory, dependency, or country and conduct business within or
without the State of California, and designate any place within or without the State of California
for the holding of any shareholders’ meeting, or meetings, including annual meetings.
(b)
Adopt, make, and use a corporate seal, prescribe the forms of certificates
of stock; and alter the form of the seal and certificates.
(c)
Authorize the issuance of shares of stock of the corporation on any lawful
terms, in consideration of money paid, labor done, services actually rendered, debts or securities
canceled or tangible or intangible property actually received.
(d)
Borrow money and incur indebtedness on behalf of the corporation, and
cause to be executed and delivered for the corporation’s purposes, in the corporate name,
promissory notes, bonds, debentures, deeds of trust, mortgages, pledges, hypothecations, and
other evidences of debt and securities.
3.2
Number of Directors. The authorized number of directors shall not be less than
eight (8) nor more than fifteen (15) until changed by a duly adopted amendment to these bylaws
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adopted by the vote or written consent of a majority of the outstanding shares entitled to vote.
The exact number of directors shall be fixed from time to time, within the limits specified in this
Section 3.2 by a bylaw or amendment thereto or by a resolution duly adopted by a vote of a
majority of the shares entitled to vote represented at a duly held meeting at which a quorum is
present, or by the written consent of the holders of a majority of the outstanding shares entitled to
vote, or by the majority vote of the board of directors.
3.3
Eligibility, Election and Term of Office of Directors. Directors shall be elected at
each annual meeting of the shareholders to hold office until the next annual meeting. Each
director, including a director elected to fill a vacancy, shall hold office until the expiration of the
term for which elected and until a successor has been elected and qualified.
No reduction of the authorized number of directors shall have the effect of removing any
director before that director’s term of office expires.
3.4
Vacancies. A vacancy in the board of directors shall be deemed to exist in the
case of the death, resignation or removal of any director, or if the board of directors by resolution
declares vacant the office of a director who has been declared of unsound mind by an order of
court or convicted of a felony, or if the authorized number of directors is increased, or if the
shareholders fail at any meeting of shareholders at which any director or directors are elected, to
elect the full authorized number of directors to be voted for at that meeting.
Any director may resign effective on giving written notice to the chairperson of the
board, the chief executive officer, the president, the secretary, or the board of directors, unless
the notice specifies a later effective date. If the resignation is effective at a future time, the board
of directors may elect a successor to take office when the resignation becomes effective.
Vacancies on the board of directors may be filled by a majority of the remaining
directors, though less than a quorum, or by a sole remaining director, except that a vacancy
created by the removal of a director by the vote or written consent of the shareholders may be
filled only by the vote of a majority of the shares represented and voting at a duly held meeting
of shareholders at which a quorum is present (which shares voting affirmatively also constitute at
least a majority of the required quorum) or by the written consent of holders of a majority of the
outstanding shares entitled to vote. Each director so elected shall hold office until the next
annual meeting of the shareholders and until a successor has been elected and qualified or until
the earlier of his or her resignation or removal.
The shareholders may elect a director or directors at any time to fill any vacancy or
vacancies not filled by the directors, but any such election by written consent shall require the
consent of a majority of the outstanding shares entitled to vote.
3.5
Place of Meetings and Meetings by Telephone. Regular meetings of the board of
directors may be held at any place within or outside the State of California that has been
designated from time to time by resolution of the board of directors. In the absence of such a
designation, regular meetings shall be held at the principal executive office of the corporation.
Special meetings of the board of directors shall be held at any place within or outside the State of
California that has been designated in the notice of the meeting or, if not stated in the notice or
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there is no notice, at the principal executive office of the corporation. Any meeting, regular or
special, may be held by conference telephone or similar communication equipment, so long as all
directors participating in the meeting can hear one another, and all such directors shall be
deemed to be present in person at the meeting.
3.6
Annual Directors’ Meeting. Immediately after each annual shareholders’ meeting,
the board of directors shall hold a regular meeting at the same place, or at any other place that
has been designated by the board of directors, to consider matters of organization, election of
officers, and other business as desired. Notice of this meeting shall not be required unless some
place other than the place of the annual shareholders’ meeting has been designated.
3.7
Other Regular Meetings. Other regular meetings of the board of directors shall be
held without call at such time as shall from time to time be fixed by the board of directors. Such
regular meetings may be held without notice.
3.8
Special Meetings. Special meetings of the board of directors for any purpose or
purposes may be called at any time by the chairperson of the board or the president or the
secretary or any two directors. Notice of the time and place of special meetings shall be
delivered personally or by telephone to each director or sent by first-class mail or electronic
transmission, charges prepaid, addressed to each director at that director’s address as it is shown
on the records of the corporation. In case the notice is mailed, it shall be deposited in the United
States Mail at least four (4) days before the time of the holding of the meeting. In case the notice
is delivered personally, or by telephone or electronic transmission, it shall be delivered
personally or by telephone or electronic transmission at least forty-eight (48) hours before the
time of the holding of the meeting. Any oral notice given personally or by telephone may be
communicated either to the director or to a person at the office of the director who the person
giving the notice has reason to believe will promptly communicate it to the director. The notice
need not specify the purpose of the meeting nor the place if the meeting is to be held at the
principal executive office of the corporation.
3.9
Quorum. A majority of the authorized number of directors shall constitute a
quorum for the transaction of business, except to adjourn as provided in Section 3.11 of this
Article III. Every act or decision done or made by a majority of the directors present at a meeting
duly held at which a quorum is present shall be regarded as the act of the board of directors,
subject to the provisions of Section 310 of the Corporations Code (as to approval of contracts or
transactions in which a director has a direct or indirect material financial interest), Section 311 of
the Corporations Code (as to appointment of committees), and Section 317(e) of the
Corporations Code (as to indemnification of directors). A meeting at which a quorum is initially
present may continue to transact business notwithstanding the withdrawal of directors, if any
action taken is approved by at least a majority of the required quorum for that meeting.
3.10 Waiver of Notice. Notice of a meeting, although otherwise required, need not be
given to any director who: (a) either before or after the meeting signs a waiver of notice or a
consent to holding the meeting without being given notice; (b) signs an approval of the minutes
of the meeting; or (c) attends the meeting without protesting the lack of notice before or at the
beginning of the meeting. Waivers of notice or consents need not specify the purpose of the
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meeting. All waivers, consents, and approvals of the minutes shall be filed with the corporate
records or made a part of the minutes of the meeting.
3.11 Adjournment. A majority of the directors present, whether or not constituting a
quorum, may adjourn any meeting to another time and place.
3.12 Notice of Adjournment. Notice of the time and place of holding an adjourned
meeting need not be given, unless the meeting is adjourned for more than twenty-four (24) hours,
in which case notice of the time and place shall be given before the time of the adjourned
meeting, in the manner specified in Section 3.8 of this Article III, to the directors who were not
present at the time of the adjournment.
3.13 Action Without Meeting. Any action required or permitted to be taken by the
board of directors may be taken without a meeting, if all members of the board of directors shall
individually or collectively consent in writing to that action. Such action by written consent shall
have the same force and effect as a unanimous vote of the board of directors. Such written
consent or consents shall be filed with the minutes of the proceedings of the board of directors.
3.14 Fees and Compensation of Directors. Directors and members of committees may
receive such compensation, if any, for their services, and such reimbursement of expenses, as
may be fixed or determined by resolution of the board of directors. This Section 3.14 shall not be
construed to preclude any director from serving the corporation in any other capacity as an
officer, agent, employee, or otherwise, and receiving compensation for those services.
ARTICLE IV
COMMITTEES
4.1
Committees of Directors. The board of directors may, by resolution adopted by a
majority of the authorized number of directors, designate one or more committees, each
consisting of two or more directors, to serve at the pleasure of the board of directors. The board
of directors may designate one or more directors as alternate members of any committees, who
may replace any absent member at any meeting of the committee. Any committee, to the extent
provided in the resolution of the board of directors, shall have all the authority of the board of
directors, except with respect to:
(a)
the approval of any action which, under the Corporations Code, also
requires shareholders’ approval or approval of the outstanding shares;
(b)

the filling of vacancies on the board of directors or in any committee;

(c)
the fixing of compensation of the directors for serving on the board of
directors or on any committee;
(d)

the amendment or repeal of bylaws or the adoption of new bylaws;

(e)
the amendment or repeal of any resolution of the board of directors which
by its express terms is not so amendable or reparable;
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(f)
a distribution to the shareholders of the corporation, except at a rate or in a
periodic amount or within a price range determined by the board of directors; or
(g)
the appointment of any other committees of the board of directors or the
members of these committees.
4.2
Meetings and Action of Committees. Meetings and action of committees shall be
governed by, and held and taken in accordance with, the provisions of Article III of these
bylaws, Sections 3.5 (place of meetings), 3.7 (regular meetings), 3.8 (special meetings and
notice), 3.9 (quorum), 3.10 (waiver of notice), 3.11 (adjournment), 3.12 (notice of adjournment),
and 3.13 (action without meeting), with such changes in the context of those bylaws as are
necessary to substitute the committee and its members for the board of directors and its
members, except that the time of regular meetings of committees may be determined either by
resolution of the board of directors or by resolution of the committee; special meetings of
committees may also be called by resolution of the board of directors; and notice of special
meetings of committees shall also be given to all alternate members, who shall have the right to
attend all meetings of the committee. The board of directors may adopt rules for the government
of any committee not inconsistent with the provisions of these bylaws.
ARTICLE V
OFFICERS
5.1
Officers. The officers of the corporation shall consist of a chairperson of the
board, a chief executive officer or a president, or both, a secretary and a chief financial officer.
The corporation may also have, at the discretion of the board of directors, a vice chairperson of
the board, one or more vice presidents, one or more assistant secretaries, a treasurer or one or
more assistant treasurers, and such other officers as may be appointed in accordance with the
provisions of Section 5.3 of this Article V. Any number of offices may be held by the same
person.
5.2
Elections of Officers. The officers of the corporation, except such officers as may
be appointed in accordance with the provisions of Section 5.3 or Section 5.5 of this Article V,
shall be chosen by the board of directors and each shall serve at the pleasure of the board of
directors, subject to the rights, if any, of an officer under any contract of employment.
5.3
Subordinate Officers. The board of directors hereby empowers the chief executive
officer to appoint such other officers and employees as the business of the corporation may
require, each of whom shall hold office for such period, have such authority and perform such
duties as are provided in the bylaws or as the chief executive officer may from time to time
determine.
5.4
Removal and Resignation of Officers. Any officer chosen by the board of
directors may be removed at any time, with or without cause or notice, by the board of directors.
Subordinate officers appointed by persons other than the board of directors under Section 5.3 of
this Article V may be removed at any time, with or without cause or notice, by the officer who
appointed such person. Officers may be employed for a specified term under a contract of
employment if authorized by the board of directors; such officers may be removed from office at
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any time under this Section, and shall have no claim against the corporation or individual officers
or board members because of the removal except any right to monetary compensation to which
the officer may be entitled under the contract of employment.
Any officer may resign at any time by giving written notice to the corporation. Any
resignation shall take effect at the date of the receipt of that notice or at any later time specified
in that notice; and, unless otherwise specified in that notice, the acceptance of the resignation
shall not be necessary to make it effective. Any resignation is without prejudice to the rights, if
any, of the corporation under any contract to which the officer is a party.
5.5
Vacancies in Offices. A vacancy in any office because of death, resignation,
removal, disqualification or any other cause shall be filled in the manner prescribed in these
bylaws for regular appointments to that office.
5.6
Chairperson of the Board. The chairperson of the board shall, if present, preside at
meetings of the board of directors and shareholders and exercise and perform such other powers
and duties as may be from time to time assigned to him/her by the board of directors or
prescribed by the bylaws. Unless otherwise so resolved or designated by the board of directors,
the chairperson of the board shall not be an executive officer.
5.7
Chief Executive Officer. Subject to such supervisory powers, if any, as may be
given by the board of directors to the chairperson of the board, if there be such an officer, the
chief executive officer of the corporation shall, subject to the control of the board of directors,
have general supervision, direction and control of the business and the officers of the
corporation. The chief executive officer shall preside at all meetings of the shareholders and, in
the absence of the chairperson of the board, or if there be none, at all meetings of the board of
directors. The chief executive officer shall have the general powers and duties of management
usually vested in the office of president of a corporation, and shall have such other powers and
duties as may be prescribed by the board of directors or the bylaws.
5.8
President. In the absence or disability of the chief executive officer, the president
shall perform all the duties of the chief executive officer, and when so acting shall have all the
powers of, and be subject to all restrictions upon, the chief executive officer. The president shall
have such other powers and perform such other duties as from time to time may be prescribed for
him or her by the board of directors, the chairperson of the board, the bylaws, or the chief
executive officer.
5.9
Vice Presidents. If desired, one or more vice presidents may be chosen by the
board of directors in accordance with the provisions for electing officers set forth in Section 5.2
of this Article V. In the absence or disability of the chief executive officer and president, the vice
presidents, if any, in order of their rank as fixed by the board of directors or, if not ranked, a vice
president designated by the board of directors, shall perform all the duties of the president, and
when so acting shall have all the powers of, and be subject to all the restrictions upon, the
president. The vice president shall have such other powers and perform such other duties as from
time to time may be prescribed for them respectively by the board of directors, the chairperson of
the board, the bylaws, the chief executive officer, or the president.
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5.10 Secretary. The secretary shall keep or cause to be kept, at the principal executive
office or such other place as the board of directors may order, a book of minutes of all meetings
and actions of directors, committees of directors and shareholders, with the time and place of
holding, whether regular or special, and, if special, how authorized, the notice thereof given, the
names of those present at directors’ and committee meetings, the number of shares present or
represented at shareholders’ meetings, and the proceedings thereof.
The secretary shall keep, or cause to be kept, at the principal executive office or at the
office of the corporation’s transfer agent or registrar, as determined by resolution of the board of
directors, a share register, or a duplicate share register, showing the names of all shareholders
and their addresses, the number and classes of shares held by each, the number and date of
certificates issued for the same, and the number and date of cancellation of every certificate
surrendered for cancellation.
The secretary shall give, or cause to be given, notice of all meetings of the shareholders
and of the board of directors required by the bylaws or by law to be given, and the secretary shall
keep the seal of the corporation, if one be adopted, in safe custody, and shall have such other
powers and perform such other duties as may be prescribed by the board of directors or by the
bylaws.
5.11 Chief Financial Officer. The chief financial officer shall keep and maintain, or
cause to be kept and maintained, adequate and correct books and records of accounts of the
properties and business transactions of the corporation, including accounts of its assets,
liabilities, receipts, disbursements, gains, losses, capital, retained earnings, and shares. The books
of account shall at all reasonable times be open to inspection by any director.
The chief financial officer shall deposit all monies and other valuables in the name and to
the credit of the corporation with such depositories as may be designated by the board of
directors. The chief financial officer shall disburse the funds of the corporation as may be
ordered by the board of directors, shall render to the president and directors, whenever they
request it, an account of all of the transactions of the chief financial officer and of the financial
condition of the corporation, and shall have other powers and perform such other duties as may
be prescribed by the board of directors or the bylaws.
ARTICLE VI
INDEMNIFICATION OF DIRECTORS, OFFICERS
EMPLOYEES, AND OTHER AGENTS
6.1
Right to Indemnification. Each person who was or is a party or is threatened to be
made a party to or is involved (as a party, witness, or otherwise), in any threatened, pending, or
completed action, suit, or proceeding, whether civil, criminal, administrative, or investigative
(hereafter a “Proceeding”), by reason of the fact that such person, or another person of whom
such person is the legal representative, is or was a director, officer, employee, or agent of the
corporation or is or was serving at the request of the corporation as a director, officer, employee,
or agent of another foreign or domestic corporation, partnership, joint venture, trust, or other
enterprise, or was a director, officer, employee, or agent of a foreign or domestic corporation that
was a predecessor corporation of the corporation or of another enterprise at the request of such
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predecessor corporation, including service with respect to employee benefit plans, whether the
basis of the Proceeding is alleged action in an official capacity as a director, officer, employee,
or agent or in any other capacity while serving as a director, officer, employee, or agent
(hereafter an “Agent”), shall be indemnified and held harmless by the corporation to the fullest
extent authorized by statutory and decisional law, as the same exists or may hereafter be
interpreted or amended (but, in the case of any such amendment or interpretation, only to the
extent that such amendment or interpretation permits the corporation to provide broader
indemnification rights than were permitted prior thereto) against all expenses, liability, and loss
(including, without limitation, attorneys’ fees, judgments, fines, penalties, ERISA excise taxes
and penalties, amounts paid or to be paid in settlement, any interest, assessments, or other
charges imposed thereon, and any federal, state, local, or foreign taxes imposed on any Agent as
a result of the actual or deemed receipt of any payments under this Article VI) reasonably
incurred or suffered by such person in connection with investigating, defending, being a witness
in, or participating in (including on appeal), or preparing for any of the foregoing in, any
Proceeding (hereafter “Expenses”); provided, however, that except as to actions to enforce
indemnification rights pursuant to Section 6.3 of the bylaws, the corporation shall indemnify any
Agent seeking indemnification in connection with a Proceeding (or part thereof) initiated by such
Agent only if the Proceeding (or part thereof) was authorized by the board of directors of the
corporation. The right to indemnification conferred in this Article VI shall be a contract right. It
is the corporation’s intention that the bylaws provide indemnification in excess of that expressly
permitted by Section 317 of the Corporations Code, as authorized by the corporation’s articles of
incorporation. Any indemnification provided under this Section 6.1 shall only be authorized in
each specific case upon a determination that indemnification of the Agent is proper in the
circumstances because the agent has met the applicable standard of conduct set forth in this
Section 6.1 as determined by any of the following: (1) a majority vote of a quorum consisting of
directors who are not parties to such Proceeding; (2) if such a quorum of directors is not
obtainable, by independent legal counsel in a written opinion; (3) approval of the shareholders,
with the shares owned by the person to be indemnified not being entitled to vote thereon; (4) the
court in which the Proceeding is or was pending upon application made by the corporation or the
agent or the attorney or other person rendering services in connection with the defense, whether
or not the application by the agent, attorney or other person is opposed by the corporation.
6.2
Authority to Advance Expenses. Expenses incurred by a director or officer (acting
in his or her capacity as such) in defending a Proceeding shall be paid by the corporation in
advance of the final disposition of such Proceeding, provided, however, that if required by the
Corporations Code, as amended, such Expenses shall be advanced only upon delivery to the
corporation of an undertaking by or on behalf of such director or officer to repay such amount if
it shall ultimately be determined that the director or officer is not entitled to be indemnified by
the corporation as authorized in this Article VI or otherwise. Expenses incurred by other Agents
of the corporation (or by the directors or officers not acting in their capacity as such, including
service with respect to employee benefit plans) may be advanced upon the receipt of a similar
undertaking, if required by law, and upon such other terms and conditions as the board of
directors deems appropriate. Any obligation to reimburse the corporation for Expense advances
shall be unsecured, and no interest shall be charged thereon.
6.3
Right of Claimant to Bring Suit. If a claim under Section 6.1 or 6.2 of the bylaws
is not paid in full by the corporation within thirty (30) days after a written claim has been
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received by the corporation, the claimant may at any time thereafter bring suit against the
corporation to recover the unpaid amount of the claim and, if successful in whole or in part, the
claimant shall be entitled to be paid also the expense (including attorneys’ fees) of prosecuting
such claim. It shall be a defense to any such action (other than an action brought to enforce a
claim for expenses incurred in defending a Proceeding in advance of its final disposition where
the required undertaking has been tendered to the corporation) that the claimant has not met the
standards of conduct that make it permissible under the Corporations Code for the corporation to
indemnify the claimant for the amount claimed. The burden of proving such a defense shall be
on the corporation. Neither the failure of the corporation (including its board of directors,
independent legal counsel, or its shareholders) to have made a determination prior to the
commencement of such action that indemnification of the claimant is proper under the
circumstances because he or she has met the applicable standard of conduct set forth in the
Corporations Code, nor an actual determination by the corporation (including the board of
directors, independent legal counsel, or its shareholders) that the claimant had not met such
applicable standard of conduct, shall be a defense to the action or create a presumption that
claimant has not met the applicable standard of conduct.
6.4
Provisions Nonexclusive. The rights conferred on any person by this Article VI
shall not be exclusive of any other rights that such person may have or hereafter acquire under
any statute, provision of the articles of incorporation, agreement, vote of shareholders or
disinterested directors, or otherwise, both as to action in an official capacity and as to action in
another capacity while holding such office. To the extent that any provision of the articles of
incorporation, agreement, or vote of the shareholders or disinterested directors is inconsistent
with the bylaws, the provision, agreement, or vote shall take precedence.
6.5
Authority to Insure. The corporation may purchase and maintain insurance to
protect itself and any Agent against any Expense asserted against or incurred by such person,
whether or not the corporation would have the power to indemnify the Agent against such
Expense under applicable law or the provisions of this Article VI, provided that, in cases where
the corporation owns all or a portion of the shares of the company issuing the insurance policy,
the company and/or the policy must meet one of the two sets of conditions set forth in
Section 317 of the Corporations Code.
6.6
Survival of Rights. The rights provided by this Article VI shall continue as to a
person who has ceased to be an Agent and shall inure to the benefit of the heirs, executors, and
administrators of such person.
6.7
Settlement of Claims. The corporation shall not be liable to indemnify any Agent
under this Article VI (a) for any amounts paid in settlement of any action or claim effected
without the corporation’s written consent, which consent shall not be unreasonably withheld; or
(b) for any judicial award, if the corporation was not given a reasonable and timely opportunity
to participate, at its expense, in the defense of such action.
6.8
Effect of Amendment. Any amendment, repeal, or modification of this Article VI
shall not adversely affect any right or protection of any Agent existing at the time of such
amendment, repeal, or modification.
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6.9
Subrogation. In the event of payment under this Article VI, the corporation shall
be subrogated to the extent of such payment to all of the rights of recovery of the Agent, who
shall execute all papers required and shall do everything that may be necessary to secure such
rights, including the execution of such documents necessary to enable the corporation effectively
to bring suit to enforce such rights.
6.10 No Duplication of Payments. The corporation shall not be liable under this
Article VI to make any payment in connection with any claim made against the Agent to the
extent the Agent has otherwise actually received payment (under any insurance policy,
agreement, vote, or otherwise) of the amounts otherwise indemnifiable hereunder.
ARTICLE VII
RECORDS AND REPORTS
7.1
Maintenance and Inspection of Share Register. The corporation shall keep at its
principal executive office, or at the office of its transfer agent or registrar, if either be appointed
and as determined by resolution of the board of directors, a record of its shareholders, giving the
names and addresses of all shareholders and the number and class of shares held by each
shareholder.
A shareholder or shareholders of the corporation holding at least five percent (5%) in the
aggregate of the outstanding voting shares of the corporation may (i) inspect and copy the
records of shareholders’ names and addresses and share holdings during usual business hours on
five (5) days prior written demand on the corporation, and (ii) obtain from the transfer agent of
the corporation, on written demand and on the tender of such transfer agent’s usual charges for
such list, a list of the shareholders’ names and addresses, who are entitled to vote for the election
of directors, and their share holdings, as of the most recent record date for which that list has
been compiled or as of a date specified by the shareholder after the date of demand. This list
shall be made available to any such shareholder by the transfer agent on or before the later of
five (5) days after the demand is received or the date specified in the demand as the date as of
which the list is to be compiled. The record of shareholders shall also be open to inspection on
the written demand of any shareholder or holder of a voting trust certificate, at any time during
usual business hours, for a purpose reasonably related to the holder’s interest as a shareholder or
as the holder of a voting trust certificate. Any inspection and copying under this Section 7.1 may
be made in person or by an agent or attorney, of the shareholder or holder of a voting trust
certificate making the demand.
7.2
Maintenance and Inspection of Bylaws. The corporation shall keep at its principal
executive office, or if its principal executive office is not in the State of California, at its
principal business office in this state, the original or a copy of the bylaws as amended to date,
which shall be open to inspection by the shareholders at all reasonable times during office hours.
If the principal executive office of the corporation is outside the State of California and the
corporation has no principal business office in this state, the Secretary shall, upon the written
request of any shareholder, furnish to that shareholder a copy of the bylaws as amended to date.
7.3
Maintenance and Inspection of Other Corporate Records. The accounting books
and records and minutes of proceedings of the shareholders and the board of directors and any
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committee or committees of the board of directors shall be kept at such place or places
designated by the board of directors, or, in the absence of such designation, at the principal
executive office of the corporation. The minutes shall be kept in written form and the accounting
books and records shall be kept either in written form or in any other form capable of being
converted into written form. The minutes and accounting books and records shall be open to
inspection upon the written demand of any shareholder or holder of a voting trust certificate, at
any reasonable time during usual business hours, for a purpose reasonably related to the holder’s
interests as a shareholder or as the holder of a voting trust certificate; provided, that any financial
statements will not be available for inspection until publicly released to shareholders. The
inspection may be made in person or by an agent or attorney, and shall include the right to copy
and make extracts. These rights of inspection shall extend to the records of each subsidiary
corporation of the corporation.
7.4
Inspection by Directors. Every director shall have the absolute right at any
reasonable time to inspect all books, records, and documents of every kind and the physical
properties of the corporation and each of its subsidiary corporations. This inspection by a
director may be made in person or by an agent or attorney and the right of inspection includes the
right to copy and make extracts of documents.
7.5
Annual Report to Shareholders. As may be required by the provisions of the
Corporations Code, the board of directors shall cause an annual report to be sent to the
shareholders at least fifteen (15) days prior to the annual meeting of shareholders but not later
than one hundred and twenty (120) days after the close of the fiscal year.
ARTICLE VIII
GENERAL CORPORATE MATTERS
8.1
Record Date for Purposes Other Than Notice and Voting. For purposes of
determining the shareholders entitled to receive payment of any dividend or other distribution or
allotment of any rights or entitled to exercise any rights in respect of any other lawful action
(other than action by shareholders by written consent without a meeting), the board of directors
may fix, in advance, a record date, which shall not be more than sixty (60) days before any such
action, and in that case only shareholders of record on the date so fixed are entitled to receive the
dividend, distribution, or allotment of rights or to exercise the rights, as the case may be,
notwithstanding any transfer of any shares on the books of the corporation after the record date
so fixed, except as otherwise provided in the Corporations Code.
If the board of directors does not so fix a record date, the record date for determining
shareholders for any such purpose shall be at the close of business on the date on which the
board of directors adopts the applicable resolution or the sixtieth (60th) day before the date of
that action, whichever is later.
8.2
Checks, Drafts, Evidences of Indebtedness. All checks, drafts, or other orders for
payment of money, notes, or other evidences of indebtedness, issued in the name of or payable to
the corporation, shall be signed or endorsed by such person or persons and in such manner as,
from time to time, shall be determined by resolution of the board of directors.
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8.3
Corporate Contracts and Instruments: How Executed. The board of directors,
except as otherwise provided in these bylaws, may authorize any officer or officers, agent or
agents, to enter into any contract or execute any instrument in the name of and on behalf of the
corporation, and this authority may be general or confined to specific instances; and, unless so
authorized or ratified by the board of directors or within the agency power of an officer, no
officer, agent, or employee shall have any power or authority to bind the corporation by any
contract or engagement or to pledge its credit or to render it liable for any purpose or for any
amount.
8.4
Certificates for Shares. A certificate or certificates for shares of the capital stock
of the corporation shall be issued to each shareholder when any of these shares are fully paid,
and the board of directors may authorize the issuance of certificates or shares as partly paid
provided that these certificates shall state the amount of the consideration to be paid for them and
the amount paid. All certificates shall be signed in the name of the corporation by the
chairperson of the board or vice chairperson of the board or the president or vice president and
by the chief financial officer or an assistant treasurer or the secretary or any assistant secretary,
certifying the number of shares and the class or series of shares owned by the shareholder. Any
or all of the signatures on the certificate may be facsimile. In case any officer, transfer agent, or
registrar who has signed or whose facsimile signature has been placed on a certificate shall have
ceased to be that officer, transfer agent, or registrar before that certificate is issued, it may be
issued by the corporation with the same effect as if that person were an officer, transfer agent, or
registrar at the date of issue. The corporation may adopt a system of issuance, recordation and
transfer of its shares by electronic or other means, not involving the issuance of certificates,
provided that any such system conforms to the requirements of Section 416(b) of the
Corporations Code.
8.5
Lost Certificates. Except as provided in this Section 8.5, no new certificates for
shares shall be issued to replace an old certificate unless the latter is surrendered to the
corporation and canceled at the same time. The board of directors may, in case any share
certificate or certificate for any other security is lost, stolen, or destroyed, authorize the issuance
of a replacement certificate on such terms and conditions as the board of directors may require,
including provision for indemnification of the corporation secured by a bond or other adequate
security sufficient to protect the corporation against any claim that may be made against it,
including any expense or liability, on account of the alleged loss, theft, or destruction of the
certificate or the issuance of the replacement certificate.
8.6
Shares of Other Corporations: How Voted. Shares of other corporations standing
in the name of this corporation shall be voted by one of the following persons, listed in order of
preference: (1) president, or person designated by the president; (2) executive vice president, or
person designated by the executive vice president; (3) other person designated by the board of
directors. The authority to vote shares granted by this section includes the authority to execute a
proxy in the name of the corporation for purposes of voting the shares.
8.7
Construction and Definitions. Unless the context requires otherwise, the general
provisions, rules of construction, and definitions in the Corporations Code shall govern the
construction of these bylaws. Without limiting the generality of this provision, the singular
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number includes the plural, the plural number includes the singular, and the term “person”
includes both a corporation and a natural person.
ARTICLE IX
AMENDMENTS
9.1
Amendment By Board of Directors or Shareholders. Except as otherwise required
by law or by the articles of incorporation, these bylaws may be amended or repealed, and new
bylaws may be adopted, by the vote of a majority of the board of directors or by the holders of a
majority of the outstanding shares entitled to vote.
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CERTIFICATE OF SECRETARY
The undersigned does hereby certify that she is the Corporate Secretary of American
Riviera Bancorp, a corporation duly organized and existing under and by virtue of the laws of the
State of California; that the above and foregoing Bylaws of said corporation were duly adopted
as such by the Board of Directors of said corporation; and that the above and foregoing Bylaws
are now in full force and effect as the Bylaws of the corporation.

Dated: November 24, 2021
Michelle Martinich, Corporate Secretary

SMRH:4870-4597-9393.1

Certificate of Secretary
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Crowe LLP
Independent Member Crowe Global

INDEPENDENT AUDITOR'S REPORT

The Shareholders and
Board of Directors
American Riviera Bank
Santa Barbara, California
Report on the Financial Statements
We have audited the accompanying financial statements of American Riviera Bank, which comprise the
balance sheets as of December 31, 2020 and 2019, and the related statements of income, comprehensive
income, changes in shareholders’ equity, and cash flows for the years then ended, and the related notes
to financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of American Riviera Bank as of December 31, 2020 and 2019, and the results of its operations and
its cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Crowe LLP
Sacramento, California
March 17, 2021
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AMERICAN RIVIERA BANK
STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
For the Years Ended December 31, 2020 and 2019
(Dollar amounts in thousands except share amounts)
Accumulated
Retained
Other
Earnings
Comprehensive
(Accumulated Income (loss)
Deficit)
(Net of Taxes)

Common Stock
Shares

Amount

Balance, January 1, 2019
$
Net income
Other comprehensive gain
Exercise of stock options, net shares issued
Restricted stock awards granted
Restricted stock awards forfeited
Shares surrendered:
To pay taxes on vesting of restricted stock
Share-based compensation expense
Issuance of common shares

4,461,068

$

46,477

$

472,222

(235)
736
8,044

Balance, December 31, 2019
Net income
Other comprehensive gain
Exercise of stock options, net shares issued
Restricted stock awards granted
Restricted stock awards forfeited
Shares surrendered:
To pay taxes on vesting of restricted stock
Share-based compensation expense

5,033,348 $

55,034 $

(8,978)

(152)
828

Balance, December 31, 2020

5,083,648 $

55,739 $

14,831 $
6,393

Total
Shareholders'
Equity

(421) $
306

8,112
109,914
(4,622)

12

(13,346)

(235)
736
8,044
21,224 $
7,378

(115) $
693

15,670
47,344
(3,736)

29

76,143
7,378
693
29

(152)
828
28,602 $

578 $
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(Dollar amounts in thousands)


&DVKIORZVIURPRSHUDWLQJDFWLYLWLHV
 1HWLQFRPH
 $GMXVWPHQWVWRUHFRQFLOHQHWLQFRPHWRQHWFDVK
  SURYLGHGE\RSHUDWLQJDFWLYLWLHV
   3URYLVLRQIRUORDQORVVHV
   'HSUHFLDWLRQDQGDPRUWL]DWLRQ
   &KDQJHLQFDVKVXUUHQGHUYDOXHRI%2/,
   'HIHUUHGLQFRPHWD[H[SHQVH EHQHILW 
   ,QFUHDVHLQGHIHUUHGORDQRULJLQDWLRQIHHVQHWRIFRVWV
   1HWDPRUWL]DWLRQRILQYHVWPHQWVHFXULW\
     SUHPLXPVDQGGLVFRXQWV
   1HWUHDOL]HGJDLQRQVDOHVRILQYHVWPHQWVHFXULWLHV
   1HWJDLQRQVDOHRIORDQV
   6KDUHEDVHGFRPSHQVDWLRQH[SHQVH
   *DLQ /RVVRQHTXLW\VHFXULWLHV
   /HVVHHLPSURYHPHQWDOORZDQFHV
   ,QFUHDVHLQDFFUXHGLQWHUHVWUHFHLYDEOH
     DQGRWKHUDVVHWV
   ,QFUHDVH 'HFUHDVH LQDFFUXHGLQWHUHVWSD\DEOH
     DQGRWKHUOLDELOLWLHV
    1HWFDVKSURYLGHGE\RSHUDWLQJDFWLYLWLHV


&DVKIORZVIURPLQYHVWLQJDFWLYLWLHV
 ,QFUHDVH 'HFUHDVHLQLQWHUHVWEHDULQJGHSRVLWVLQRWKHU
   ILQDQFLDOLQVWLWXWLRQV
 ,QFUHDVHLQORDQVQHW
 3URFHHGVIURPSULQFLSDOSD\PHQWVRIDYDLODEOHIRUVDOH
   LQYHVWPHQWVHFXULWLHV
 3XUFKDVHRIDYDLODEOHIRUVDOHLQYHVWPHQWVHFXULWLHV
 6DOHVRIDYDLODEOHIRUVDOHLQYHVWPHQWVHFXULWLHV
 0DWXULWLHVRIDYDLODEOHIRUVDOHLQYHVWPHQWVHFXULWLHV
 3XUFKDVHRI)HGHUDO+RPH/RDQ%DQNVWRFN
 3XUFKDVHRI%2/,
 3XUFKDVHRISUHPLVHVDQGHTXLSPHQW
    1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHV




    ,QFUHDVH 'HFUHDVH LQFDVKDQGFDVKHTXLYDOHQWV
&DVKDQGFDVKHTXLYDOHQWVDWEHJLQQLQJRI\HDU
&DVKDQGFDVKHTXLYDOHQWVDWHQGRI\HDU




 







 









 
 
  
  
 



  
  








 
  
  
 
 
 


 
 

 




  

 




  
 







  
  

 
 










 
  
 
 
  
  
  
  


  


 

 
 

&DVKIORZVIURPILQDQFLQJDFWLYLWLHV
 ,QFUHDVHLQGHPDQGLQWHUHVWEHDULQJDQGVDYLQJVGHSRVLWVQHW
 ,QFUHDVH 'HFUHDVH LQWLPHGHSRVLWVQHW

 1HWLQFUHDVH GHFUHDVH LQERUURZLQJV

 3URFHHGVIURPLVVXDQFHRIFRPPRQVWRFN

 5HVWULFWHGVKDUHVVXUUHQGHUHGWRSD\WD[HV

 3URFHHGVIURPH[HUFLVHRIVWRFNRSWLRQVLQFOXGLQJWD[EHQHILW
    1HWFDVKSURYLGHGE\ILQDQFLQJDFWLYLWLHV
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67$7(0(1762)&$6+)/2:6(continued)
)RUWKH<HDUV(QGHG'HFHPEHUDQG
(Dollar amounts in thousands)


6XSSOHPHQWDOGLVFORVXUHRIFDVKIORZLQIRUPDWLRQ





 








 &DVKSDLGGXULQJWKHSHULRGIRU
  ,QWHUHVWH[SHQVH
  ,QFRPHWD[HV

6XSSOHPHQWDOQRQFDVKGLVFORVXUHV

 /LDELOLW\DULVLQJIURPREWDLQLQJULJKWRIXVHDVVHWV
  XSRQDGRSWLRQRIOHDVHVWDQGDUG

 /LDELOLWLHVDULVLQJIURPREWDLQLQJULJKWRIXVHDVVHWV
  DIWHUDGRSWLRQ
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1DWXUHRI2SHUDWLRQV

$PHULFDQ 5LYLHUD %DQN ³ZH´ RU ³PDQDJHPHQW´ RU WKH %DQN  RSHQHG IRU EXVLQHVV RQ
-XO\LQ6DQWD%DUEDUD&DOLIRUQLD$VDVWDWHFKDUWHUHGQRQPHPEHUEDQNWKH
%DQN LV VXEMHFW WR UHJXODWLRQ E\ WKH &DOLIRUQLD 'HSDUWPHQW RI )LQDQFLDO 3URWHFWLRQ DQG
,QQRYDWLRQ ³')3,´  DQG WKH )HGHUDO 'HSRVLW ,QVXUDQFH &RUSRUDWLRQ WKH )',&  7KH
%DQN VGHSRVLWVDUHLQVXUHGE\WKH)',&XSWRDSSOLFDEOHOHJDOOLPLWV7KH%DQNLVDIXOO
VHUYLFH FRPPXQLW\ EDQN IRFXVHG RQ VHUYLQJ WKH OHQGLQJ DQG GHSRVLW QHHGV RI
EXVLQHVVHVDQGFRQVXPHUVLQRXUFRPPXQLW\

(IIHFWLYH -DQXDU\   WKH %DQN DQG 7KH %DQN RI 6DQWD %DUEDUD ³%6%´ 
KHDGTXDUWHUHGLQ6DQWD%DUEDUD&DOLIRUQLDFRPSOHWHGDPHUJHUXQGHUZKLFK%6%ZLWK
RQH IXOOVHUYLFH RIILFH LQ 6DQWD %DUEDUD DQG RQH LQ *ROHWD PHUJHG ZLWK DQG LQWR WKH
%DQNLQDQDOOVWRFNWUDQVDFWLRQ

7KH DFFRXQWLQJ DQG UHSRUWLQJ SROLFLHV RI WKH %DQN FRQIRUP WR DFFRXQWLQJ SULQFLSOHV
JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI $PHULFD DQG SUHYDLOLQJ SUDFWLFHV ZLWKLQ WKH
EDQNLQJLQGXVWU\

6XEVHTXHQW(YHQWV

:H KDYH UHYLHZHG DOO HYHQWV RFFXUULQJ IURP 'HFHPEHU   WKURXJK 0DUFK 
WKHGDWHWKHILQDQFLDOVWDWHPHQWVZHUHDYDLODEOHWREHLVVXHG

8VHRI(VWLPDWHV

7KHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVLQFRQIRUPLW\ZLWKDFFRXQWLQJSULQFLSOHVJHQHUDOO\
DFFHSWHGLQWKH8QLWHG6WDWHVRI$PHULFDUHTXLUHVPDQDJHPHQWWRPDNHHVWLPDWHVDQG
DVVXPSWLRQV7KHVHHVWLPDWHVDQGDVVXPSWLRQVDIIHFWWKHUHSRUWHGDPRXQWVRIDVVHWV
DQG OLDELOLWLHV DW WKH GDWH RI WKH ILQDQFLDO VWDWHPHQWV DQG WKH UHSRUWHG DPRXQWV RI
UHYHQXHV DQG H[SHQVHV GXULQJ WKH UHSRUWLQJ SHULRG  $FWXDO UHVXOWV FRXOG GLIIHU IURP
WKHVHHVWLPDWHV

7KH JOREDO SDQGHPLF UHVXOWLQJ IURP WKH RXWEUHDN RI WKH FRURQDYLUXV ³&29,'´  KDV
VXEVWDQWLDOO\ DQG QHJDWLYHO\ LPSDFWHG WKH 8QLWHG 6WDWHV HFRQRP\ FUHDWHG VLJQLILFDQW
YRODWLOLW\ DQG GLVUXSWLRQ LQ ILQDQFLDO PDUNHWV DQG PDWHULDOO\ LQFUHDVHG XQHPSOR\PHQW
OHYHOV,QDGGLWLRQWKHSDQGHPLFKDVUHVXOWHGLQWHPSRUDU\FORVXUHVRIEXVLQHVVHVDQG
WKH LQVWLWXWLRQ RI VRFLDO GLVWDQFLQJ DQG VKHOWHULQJ LQ SODFH UHTXLUHPHQWV LQ PRVW VWDWHV
DQGFRPPXQLWLHV7KH%DQNKDVDQGFRXOGFRQWLQXHWRH[SHULHQFHDGYHUVHHIIHFWVDVD
UHVXOW RI WKH &29,' SDQGHPLF ,W LV DW OHDVW UHDVRQDEO\ SRVVLEOH WKDW LQIRUPDWLRQ
ZKLFKZDVDYDLODEOHWRWKH%DQNDWWKHGDWHRIWKHILQDQFLDOVWDWHPHQWVZLOOFKDQJHLQWKH
QHDU WHUP GXH WR WKH &29,' SDQGHPLF DQG WKDW WKH HIIHFW RI WKH FKDQJH FRXOG EH
PDWHULDO WR WKH ILQDQFLDO VWDWHPHQWV 7KH H[WHQW WR ZKLFK WKH &29,' SDQGHPLF ZLOO
LPSDFWWKH%DQN¶VHVWLPDWHVDQGDVVXPSWLRQVLVKLJKO\XQFHUWDLQ
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&DVK)ORZV

)RU WKH SXUSRVH RI WKH VWDWHPHQW RI FDVK IORZV FDVK DQG FDVK HTXLYDOHQWV FRQVLVW RI
FDVK DQG GXH IURP EDQNV ZLWK PDWXULWLHV OHVV WKDQ  GD\V DQG )HGHUDO IXQGV VROG
*HQHUDOO\)HGHUDOIXQGVDUHVROGIRURQHGD\SHULRGV1HWFDVKIORZVDUHUHSRUWHGIRU
FXVWRPHU ORDQ DQG GHSRVLW WUDQVDFWLRQV LQWHUHVW EHDULQJ GHSRVLWV LQ RWKHU ILQDQFLDO
LQVWLWXWLRQVDQGIHGHUDOIXQGVVROGDQGSXUFKDVHG

,QWHUHVW%HDULQJ'HSRVLWVLQ2WKHU)LQDQFLDO,QVWLWXWLRQV

,QWHUHVWEHDULQJGHSRVLWVLQRWKHUILQDQFLDOLQVWLWXWLRQVUHSUHVHQWVKRUWWHUPGHSRVLWVZLWK
RWKHUEDQNVZLWKRULJLQDOPDWXULWLHVRIGD\VRUJUHDWHU

,QYHVWPHQW6HFXULWLHV

,QYHVWPHQWVHFXULWLHVDUHFODVVLILHGLQWRWKHIROORZLQJFDWHJRULHV




&

$YDLODEOHIRUVDOHVHFXULWLHVUHSRUWHGDWIDLUYDOXHZLWKXQUHDOL]HGJDLQVDQG
ORVVHV H[FOXGHG IURP HDUQLQJV DQG UHSRUWHG QHW RI WD[HV DV DFFXPXODWHG
RWKHUFRPSUHKHQVLYHLQFRPHZLWKLQVKDUHKROGHUV HTXLW\

&

+HOGWRPDWXULW\ VHFXULWLHV ZKLFK PDQDJHPHQW KDV WKH SRVLWLYH LQWHQW DQG
DELOLW\ WR KROG UHSRUWHG DW DPRUWL]HG FRVW DGMXVWHG IRU WKH DFFUHWLRQ RI
GLVFRXQWVDQGDPRUWL]DWLRQRISUHPLXPV



0DQDJHPHQW GHWHUPLQHV WKH DSSURSULDWH FODVVLILFDWLRQ RI LWV LQYHVWPHQWV DW WKH WLPH RI
SXUFKDVH DQG PD\ RQO\ FKDQJH WKH FODVVLILFDWLRQ LQ FHUWDLQ OLPLWHG FLUFXPVWDQFHV  $OO
WUDQVIHUVEHWZHHQFDWHJRULHVDUHDFFRXQWHGIRUDWIDLUYDOXH$W'HFHPEHUDOO
VHFXULWLHV DUH FODVVLILHG DV DYDLODEOHIRUVDOH ZLWK WKH H[FHSWLRQ RI  RI HTXLW\
VHFXULWLHVDQGWKHUHZHUHQRWUDQVIHUVEHWZHHQFDWHJRULHV

*DLQVDQGORVVHVRQWKHVDOHRIVHFXULWLHVDUHFRPSXWHGXVLQJWKHVSHFLILFLGHQWLILFDWLRQ
PHWKRG RQ WKH WUDGH GDWH  ,QWHUHVW HDUQHG RQ LQYHVWPHQW VHFXULWLHV LV UHSRUWHG LQ
LQWHUHVW LQFRPH QHW RI DSSOLFDEOH DGMXVWPHQWV IRU DFFUHWLRQ RI GLVFRXQWV DQG
DPRUWL]DWLRQRISUHPLXPV3UHPLXPVDQGGLVFRXQWVRQVHFXULWLHVDUHDPRUWL]HGRQWKH
OHYHO\LHOG PHWKRG ZLWKRXW DQWLFLSDWLQJ SUHSD\PHQWV H[FHSW IRU PRUWJDJH EDFNHG
VHFXULWLHV ZKHUH SUHSD\PHQWV DUH DQWLFLSDWHG  ,Q DGGLWLRQ XQUHDOL]HG ORVVHV WKDW DUH
RWKHUWKDQWHPSRUDU\DUHUHFRJQL]HGDVDFKDUJHWRHDUQLQJVIRUDOOLQYHVWPHQWV

$QLQYHVWPHQWVHFXULW\LVLPSDLUHGZKHQLWVFDUU\LQJYDOXHLVJUHDWHUWKDQLWVIDLUYDOXH
,QYHVWPHQW VHFXULWLHVWKDWDUHLPSDLUHGDUHHYDOXDWHGRQDWOHDVWDTXDUWHUO\EDVLVDQG
PRUH IUHTXHQWO\ ZKHQ HFRQRPLF RU PDUNHW FRQGLWLRQV ZDUUDQW VXFK DQ HYDOXDWLRQ WR
GHWHUPLQH ZKHWKHU VXFK D GHFOLQH LQ WKHLU IDLU YDOXH LV RWKHU WKDQ WHPSRUDU\
0DQDJHPHQWXWLOL]HVFULWHULDVXFKDVWKHPDJQLWXGHDQGGXUDWLRQRIWKHGHFOLQHDQGWKH
LQWHQWDQGDELOLW\RIWKH%DQNWRUHWDLQLWVLQYHVWPHQWLQWKHVHFXULWLHVIRUDSHULRGRIWLPH
VXIILFLHQW WR DOORZ IRU DQ DQWLFLSDWHG UHFRYHU\ LQ IDLU YDOXH LQ DGGLWLRQ WR WKH UHDVRQV
XQGHUO\LQJWKHGHFOLQHWRGHWHUPLQHZKHWKHUWKHORVVLQYDOXH LVRWKHUWKDQWHPSRUDU\
7KH WHUP RWKHU WKDQ WHPSRUDU\ LV QRW LQWHQGHG WR LQGLFDWH WKDW WKH GHFOLQH LV
SHUPDQHQW EXW LQGLFDWHV WKDW WKH SURVSHFWV IRU D QHDUWHUP UHFRYHU\ RI YDOXH LV QRW
QHFHVVDULO\IDYRUDEOHRUWKDWWKHUHLVDODFNRIHYLGHQFHWRVXSSRUWDUHDOL]DEOHYDOXH
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,QYHVWPHQW6HFXULWLHV(continued)

HTXDOWRRUJUHDWHUWKDQWKHFDUU\LQJYDOXHRIWKHLQYHVWPHQW2QFHDGHFOLQHLQYDOXHLV
GHWHUPLQHG WR EH RWKHU WKDQ WHPSRUDU\ DQG PDQDJHPHQW GRHV QRW LQWHQG WR VHOO WKH
VHFXULW\RULWLVPRUHOLNHO\WKDQQRWWKDWWKH%DQNZLOOQRWEHUHTXLUHGWRVHOOWKHVHFXULW\
EHIRUHUHFRYHU\RQO\WKHSRUWLRQRIWKHLPSDLUPHQWORVVUHSUHVHQWLQJFUHGLWH[SRVXUHLV
UHFRJQL]HG DV D FKDUJH WR HDUQLQJV ZLWK WKH EDODQFH UHFRJQL]HG DV D FKDUJH WR RWKHU
FRPSUHKHQVLYH LQFRPH  ,I PDQDJHPHQW LQWHQGV WR VHOO WKH VHFXULW\ RU LW LV PRUH OLNHO\
WKDQ QRW WKDW WKH %DQN ZLOO EH UHTXLUHG WR VHOO WKH VHFXULW\ EHIRUH UHFRYHULQJ LWV
IRUHFDVWHGFRVWWKHHQWLUHLPSDLUPHQWORVVLVUHFRJQL]HGDVDFKDUJHWRHDUQLQJV

/RDQV

$OO FODVVHV RI ORDQV WKDW PDQDJHPHQW KDV WKH LQWHQW DQG DELOLW\ WR KROG IRU WKH
IRUHVHHDEOH IXWXUH RU XQWLO PDWXULW\ RU SD\RII DUH UHSRUWHG DW WKH SULQFLSDO EDODQFH
RXWVWDQGLQJ QHW RI GHIHUUHG ORDQ IHHV DQG FRVWV DQG DQ DOORZDQFH IRU ORDQ ORVVHV
,QWHUHVW LV DFFUXHG GDLO\ EDVHG XSRQ RXWVWDQGLQJ ORDQ EDODQFHV ,QWHUHVW LQFRPH RQ
FRQVWUXFWLRQ UHDO HVWDWHFRPPHUFLDO UHDO HVWDWHUHVLGHQWLDO DQG FRPPHUFLDO ORDQV LV
GLVFRQWLQXHGDQGWKHORDQLVPRYHGWRQRQDFFUXDOVWDWXVDWWKHWLPHWKHORDQLVGD\V
GHOLQTXHQW XQOHVV WKH ORDQ LV ZHOOVHFXUHG DQG LQ SURFHVV RI FROOHFWLRQ LQ DFFRUGDQFH
ZLWKWKH%DQN¶VSROLF\&RQVXPHUDQGRWKHUORDQVDUHW\SLFDOO\FKDUJHGRIIQRODWHUWKDQ
GD\VSDVWGXH)RUDOOFODVVHVRIORDQVSDVWGXHVWDWXVLVEDVHGRQWKHFRQWUDFWXDO
WHUPV RI WKH ORDQ ,Q DOO FDVHV ORDQV DUH SODFHG RQ QRQDFFUXDO RU FKDUJHG RII DW DQ
HDUOLHUGDWHLIFROOHFWLRQRILQWHUHVWRUSULQFLSDOLVFRQVLGHUHGGRXEWIXO$OOLQWHUHVWDFFUXHG
EXW QRW UHFHLYHG IRU D ORDQ SODFHG RQ QRQDFFUXDO LV UHYHUVHG DJDLQVW LQWHUHVW LQFRPH
,QWHUHVW UHFHLYHG RQ VXFK ORDQV LV DFFRXQWHG IRU RQ WKH FDVKEDVLV RU FRVWUHFRYHU\
PHWKRG XQWLO TXDOLI\LQJ IRU UHWXUQ WR DFFUXDO VWDWXV 3D\PHQWV UHFHLYHG DUH DSSOLHG WR
UHGXFHSULQFLSDOWRWKHH[WHQWQHFHVVDU\WRHQVXUHFROOHFWLRQ6XEVHTXHQWSD\PHQWVRQ
WKHVH ORDQV RU SD\PHQWV UHFHLYHG RQ QRQDFFUXDO ORDQV IRU ZKLFK WKH XOWLPDWH
FROOHFWDELOLW\ RI SULQFLSDO LV QRW LQ GRXEW DUH DSSOLHG ILUVW WR HDUQHG EXW XQSDLG LQWHUHVW
DQG WKHQ WR SULQFLSDO /RDQV DUH UHWXUQHG WR DFFUXDO VWDWXV ZKHQ DOO WKH SULQFLSDO DQG
LQWHUHVWDPRXQWVFRQWUDFWXDOO\GXHDUHEURXJKWFXUUHQWIXWXUHSD\PHQWVDUHUHDVRQDEO\
DVVXUHGDQGSD\PHQWVDUHPDLQWDLQHGFXUUHQWIRUDPLQLPXPRIPRQWKV

6XEVWDQWLDOO\DOOORDQRULJLQDWLRQIHHVFRPPLWPHQWIHHVGLUHFWORDQRULJLQDWLRQFRVWVDQG
SXUFKDVH SUHPLXPV DQG GLVFRXQWV RQ ORDQV DUH GHIHUUHG DQG UHFRJQL]HG DV DQ
DGMXVWPHQWRI\LHOGXVLQJWKHOHYHO\LHOGPHWKRGZLWKRXWDQWLFLSDWLQJSUHSD\PHQWVWREH
DPRUWL]HG WR LQWHUHVW LQFRPH RYHU WKH FRQWUDFWXDO WHUP RI WKH ORDQ ,Q FHUWDLQ
FLUFXPVWDQFHVWKH%DQNPD\DFFHOHUDWHDPRUWL]DWLRQRQSUHPLXPVSDLGIRUSXUFKDVHG
ORDQV ZKHQ SUHSD\PHQWV DUH OLNHO\ SULRU WR WKH FRQWUDFWXDO WHUP 7KH XQDPRUWL]HG
EDODQFHRIGHIHUUHGIHHVDQGFRVWVLVUHSRUWHGDVDFRPSRQHQWRIQHWORDQV
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3XUFKDVH&UHGLW,PSDLUHG/RDQV

7KH %DQN KDV ORDQV WKDW ZHUH DFTXLUHG LQ DQ DFTXLVLWLRQ IRU ZKLFK WKHUH ZDV DW
DFTXLVLWLRQ HYLGHQFH RI GHWHULRUDWLRQ RI FUHGLW TXDOLW\ VLQFH RULJLQDWLRQ DQG IRU ZKLFK LW
ZDV SUREDEOH DW DFTXLVLWLRQ WKDW DOO FRQWUDFWXDOO\ UHTXLUHG SD\PHQWV ZRXOG QRW EH
FROOHFWHG7KHVHSXUFKDVHGFUHGLWLPSDLUHGORDQVDUHUHFRUGHGDWWKHDPRXQWSDLGVXFK
WKDW WKHUH LV QR FDUU\RYHU RI WKH VHOOHU¶V DOORZDQFH IRU ORDQ ORVVHV $IWHU DFTXLVLWLRQ
ORVVHV DUH UHFRJQL]HG E\ DQ LQFUHDVH LQ WKH DOORZDQFH IRU ORDQ ORVVHV 7KH %DQN
HVWLPDWHVWKHDPRXQWDQGWLPLQJRIH[SHFWHGFDVKIORZVIRUHDFKORDQDQGWKHH[SHFWHG
FDVKIORZVLQH[FHVVRIDPRXQWSDLGLVUHFRUGHGDVLQWHUHVWLQFRPHRYHUWKHUHPDLQLQJ
OLIH RI WKH ORDQ DFFUHWDEOH \LHOG  7KH H[FHVV RI WKH ORDQ¶V FRQWUDFWXDO SULQFLSDO DQG
LQWHUHVW RYHU H[SHFWHG FDVK IORZV LV QRW UHFRUGHG QRQDFFUHWDEOH GLIIHUHQFH  2YHU WKH
OLIH RI WKH ORDQ H[SHFWHG FDVK IORZV FRQWLQXH WR EH HVWLPDWHG ,I WKH SUHVHQW YDOXH RI
H[SHFWHGFDVKIORZVLVOHVVWKDQWKHFDUU\LQJDPRXQWDORVVLVUHFRUGHG,IWKHSUHVHQW
YDOXHRIH[SHFWHGFDVKIORZVLVJUHDWHUWKDQWKHFDUU\LQJDPRXQWLWLVUHFRJQL]HGDVSDUW
RIIXWXUHLQWHUHVWLQFRPH


$OORZDQFHIRU/RDQ/RVVHV

7KH DOORZDQFH IRU ORDQ ORVVHV WKH ³DOORZDQFH´  LV D YDOXDWLRQ DOORZDQFH IRU SUREDEOH
LQFXUUHGFUHGLWORVVHV7KHDOORZDQFHLVHVWDEOLVKHGWKURXJKDSURYLVLRQIRUORDQORVVHV
ZKLFK LV FKDUJHG WR H[SHQVH $GGLWLRQV WR WKH DOORZDQFH DUH H[SHFWHG WR PDLQWDLQ WKH
DGHTXDF\ RI WKH WRWDO DOORZDQFH DIWHU FUHGLW ORVVHV DQG ORDQ JURZWK &UHGLW H[SRVXUHV
GHWHUPLQHG WR EH XQFROOHFWLEOH DUH FKDUJHG DJDLQVW WKH DOORZDQFH &DVK UHFHLYHG RQ
SUHYLRXVO\FKDUJHGRIIDPRXQWVLVUHFRUGHGDVDUHFRYHU\WRWKHDOORZDQFH7KHRYHUDOO
DOORZDQFH FRQVLVWV RI WZR SULPDU\ FRPSRQHQWV VSHFLILF UHVHUYHV UHODWHG WR LPSDLUHG
ORDQVDQGJHQHUDOUHVHUYHVIRULQKHUHQWORVVHVUHODWHGWRORDQVWKDWDUHQRWLPSDLUHG

)RU DOO FODVVHV RI ORDQV D ORDQ LV FRQVLGHUHG LPSDLUHG ZKHQ EDVHG RQ FXUUHQW
LQIRUPDWLRQDQGHYHQWVLWLVSUREDEOHWKDWWKH%DQNZLOOEHXQDEOHWRFROOHFWDOODPRXQWV
GXH LQFOXGLQJ SULQFLSDO DQG LQWHUHVW DFFRUGLQJ WR WKH FRQWUDFWXDO WHUPV RI WKH RULJLQDO
DJUHHPHQW/RDQVGHWHUPLQHGWREHLPSDLUHGDUHLQGLYLGXDOO\HYDOXDWHGIRULPSDLUPHQW
)DFWRUVFRQVLGHUHGE\PDQDJHPHQWLQGHWHUPLQLQJLPSDLUPHQWLQFOXGHSD\PHQWVWDWXV
FROODWHUDO YDOXH DQG WKH SUREDELOLW\ RI FROOHFWLQJ VFKHGXOHG SULQFLSDO DQG LQWHUHVW
SD\PHQWV ZKHQ GXH /RDQV WKDW H[SHULHQFH LQVLJQLILFDQW SD\PHQW GHOD\V DQG SD\PHQW
VKRUWIDOOV JHQHUDOO\ DUH QRW FODVVLILHG DV LPSDLUHG 0DQDJHPHQW GHWHUPLQHV WKH
VLJQLILFDQFHRISD\PHQWGHOD\VDQGSD\PHQWVKRUWIDOOVRQDFDVHE\FDVHEDVLVWDNLQJ
LQWR FRQVLGHUDWLRQ DOO RI WKH FLUFXPVWDQFHV VXUURXQGLQJ WKH ORDQ DQG WKH ERUURZHU
LQFOXGLQJWKHOHQJWKRIWKHGHOD\WKHUHDVRQVIRUWKHGHOD\WKHERUURZHU¶VSULRUSD\PHQW
UHFRUG DQG WKH DPRXQW RI WKH VKRUWIDOO LQ UHODWLRQ WR WKH SULQFLSDO DQG LQWHUHVW RZHG
:KHQDORDQLVLPSDLUHGWKH%DQNPHDVXUHVLPSDLUPHQWEDVHGRQWKHSUHVHQWYDOXHRI
H[SHFWHG IXWXUH FDVK IORZV GLVFRXQWHG DW WKH ORDQ V RULJLQDO FRQWUDFWXDO LQWHUHVW UDWH
H[FHSW WKDW DV D SUDFWLFDO H[SHGLHQW LW PD\ PHDVXUH LPSDLUPHQW EDVHG RQ D ORDQ V
REVHUYDEOH PDUNHW SULFH RU WKH IDLU YDOXH RI WKH FROODWHUDO LI WKH ORDQ LV FROODWHUDO
GHSHQGHQW$ORDQLVFROODWHUDOGHSHQGHQWLIWKHUHSD\PHQWRIWKHORDQLVH[SHFWHGWREH
SURYLGHGVROHO\WKURXJKWKHVDOHRURSHUDWLRQRIWKHFROODWHUDO
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$OORZDQFHIRU/RDQ/RVVHV(continued)

$UHVWUXFWXULQJRIDGHEWFRQVWLWXWHVDWURXEOHGGHEWUHVWUXFWXULQJ ³7'5´ LIWKH%DQNIRU
HFRQRPLF RU OHJDO UHDVRQV UHODWHG WR WKH ERUURZHU V ILQDQFLDO GLIILFXOWLHV JUDQWV D
FRQFHVVLRQ WR WKH ERUURZHU WKDW LW ZRXOG QRW RWKHUZLVH FRQVLGHU 5HVWUXFWXUHG ZRUNRXW
ORDQV W\SLFDOO\ SUHVHQW DQ HOHYDWHG OHYHO RI FUHGLW ULVN DV WKH ERUURZHUV DUH QRW DEOH WR
SHUIRUPDFFRUGLQJWRWKHRULJLQDOFRQWUDFWXDOWHUPV/RDQVWKDWDUHUHSRUWHGDV7'5VDUH
FRQVLGHUHG LPSDLUHG DQG PHDVXUHG IRU LPSDLUPHQW DV GHVFULEHG DERYH )RU WURXEOHG
GHEW UHVWUXFWXULQJV WKDW VXEVHTXHQWO\ GHIDXOW WKH %DQN GHWHUPLQHV WKH DPRXQW RI
UHVHUYHLQDFFRUGDQFHZLWKWKHDFFRXQWLQJSROLF\IRUWKHDOORZDQFHIRUORDQORVVHV

7KH GHWHUPLQDWLRQ RI WKH JHQHUDO UHVHUYH IRU ORDQV WKDW DUH QRW LPSDLUHG LV EDVHG RQ
HVWLPDWHV PDGH E\ PDQDJHPHQW WR LQFOXGH EXW QRW OLPLWHG WR FRQVLGHUDWLRQ RI DFWXDO
KLVWRULFDO ORVVHV E\ SRUWIROLR VHJPHQW VLQFH  KLVWRULFDO ORVVHV RI WKH %DQN¶V SHHUV
VLQFH  LQWHUQDO DVVHW FODVVLILFDWLRQV DQG TXDOLWDWLYH IDFWRUV WR LQFOXGH HFRQRPLF
WUHQGV LQ WKH %DQN¶V VHUYLFH DUHDV LQGXVWU\ H[SHULHQFH DQG WUHQGV JHRJUDSKLF
FRQFHQWUDWLRQV HVWLPDWHG FROODWHUDO YDOXHV WKH %DQN V XQGHUZULWLQJ SROLFLHV WKH
FKDUDFWHURIWKHORDQSRUWIROLRDQGSUREDEOHORVVHVLQKHUHQWLQWKHSRUWIROLRDVDZKROH

7KH%DQNGHWHUPLQHVDVHSDUDWHDOORZDQFHIRUHDFKSRUWIROLRVHJPHQW7KHVHSRUWIROLR
VHJPHQWV LQFOXGH FRPPHUFLDO UHDO HVWDWH  FRPPHUFLDO UHDO HVWDWH  UHVLGHQWLDO
LQFOXGLQJKRPHHTXLW\ORDQV FRQVWUXFWLRQDQGFRQVXPHUDQGRWKHU7KHDOORZDQFHIRU
ORDQ ORVVHV DWWULEXWDEOH WR HDFK SRUWIROLR VHJPHQW ZKLFK LQFOXGHV ERWK LPSDLUHG ORDQV
DQGORDQVWKDWDUHQRWLPSDLUHGLVFRPELQHGWRGHWHUPLQHWKH%DQN VRYHUDOODOORZDQFH
ZKLFKLVLQFOXGHGLQWKHEDODQFHVKHHWVDQGDYDLODEOHIRUDOOORVVH[SRVXUHV
7KH %DQN DVVLJQV D ULVN UDWLQJ WR DOO ORDQV H[FHSW SRROV RI KRPRJHQHRXV ORDQV DQG
SHULRGLFDOO\ SHUIRUPV GHWDLOHG UHYLHZV RI DOO LQGLYLGXDO ORDQV RU DJJUHJDWHG ORDQ
UHODWLRQVKLSVZLWKFRPPLWPHQWVRIRUPRUHWRLGHQWLI\FUHGLWULVNVDQGWRDVVHVV
WKH RYHUDOO FROOHFWDELOLW\ RI WKH SRUWIROLR 7KHVH ULVN UDWLQJV DUH DOVR VXEMHFW WR
H[DPLQDWLRQE\LQGHSHQGHQWVSHFLDOLVWVHQJDJHGE\WKH%DQNDQGWKH%DQN VUHJXODWRUV
'XULQJ WKH %DQN¶V LQWHUQDO UHYLHZV PDQDJHPHQW PRQLWRUV DQG DQDO\]HV WKH ILQDQFLDO
FRQGLWLRQ RI ERUURZHUV DQG JXDUDQWRUV WUHQGV LQ WKH LQGXVWULHV LQ ZKLFK ERUURZHUV
RSHUDWH DQG WKH HVWLPDWHG IDLU YDOXHV RI FROODWHUDO VHFXULQJ WKHVH ORDQV 7KHVH FUHGLW
TXDOLW\LQGLFDWRUVDUHXVHGWRDVVLJQDULVNUDWLQJWRHDFKLQGLYLGXDOORDQ7KHULVNUDWLQJV
FDQEHJURXSHGLQWRILYHPDMRUFDWHJRULHVGHILQHGDVIROORZV

3DVV ± $ 3DVV ORDQ UHSUHVHQWV FUHGLWV WKDW VDWLVIDFWRULO\ PHHW DOO RI WKH %DQN V
XQGHUZULWLQJ FULWHULD DQG SURYLGH DGHTXDWH SURWHFWLRQ IRU WKH %DQN WKURXJK WKH
SD\LQJ FDSDFLW\ RI WKH ERUURZHU DQGRU WKH PDUJLQ YDOXH  DQG PDUNHWDELOLW\
OLTXLGLW\ RIWKHFROODWHUDO

6SHFLDO 0HQWLRQ  $ 6SHFLDO 0HQWLRQ ORDQ KDV SRWHQWLDO ZHDNQHVVHV WKDW
GHVHUYH PDQDJHPHQW V FORVH DWWHQWLRQ ,I OHIW XQFRUUHFWHG WKHVH SRWHQWLDO
ZHDNQHVVHVPD\UHVXOWLQGHWHULRUDWLRQRIWKHUHSD\PHQWSURVSHFWVIRUWKHORDQ
RU LQ WKH LQVWLWXWLRQ V FUHGLW SRVLWLRQ DW VRPH IXWXUH GDWH 6SHFLDO 0HQWLRQ ORDQV
DUHQRWDGYHUVHO\FODVVLILHGDQGGRQRWH[SRVHDQLQVWLWXWLRQWRVXIILFLHQWULVNWR
ZDUUDQWDGYHUVHFODVVLILFDWLRQ
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$OORZDQFHIRU/RDQ/RVVHV(continued)

6XEVWDQGDUG ± $ 6XEVWDQGDUG ORDQ LV LQDGHTXDWHO\ SURWHFWHG E\ WKH FXUUHQW
VRXQGZRUWKDQGSD\LQJFDSDFLW\RIWKHREOLJRURURIWKHFROODWHUDOSOHGJHGLIDQ\
/RDQV VR FODVVLILHG PXVW KDYH D ZHOOGHILQHG ZHDNQHVV RU ZHDNQHVVHV WKDW
MHRSDUGL]H WKH OLTXLGDWLRQ RI WKH GHEW 7KH\ DUH FKDUDFWHUL]HG E\ WKH GLVWLQFW
SRVVLELOLW\ WKDW WKH %DQN ZLOO VXVWDLQ VRPH ORVV LI WKH GHILFLHQFLHV DUH QRW
FRUUHFWHG

'RXEWIXO  $ 'RXEWIXO ORDQ KDV DOO WKH ZHDNQHVVHV LQKHUHQW LQ WKRVH FODVVLILHG
6XEVWDQGDUGZLWKWKHDGGHGFKDUDFWHULVWLFWKDWWKHZHDNQHVVHVPDNHFROOHFWLRQ
RUOLTXLGDWLRQLQIXOORQWKHEDVLVRIFXUUHQWO\NQRZQIDFWVFRQGLWLRQVDQGYDOXHV
KLJKO\TXHVWLRQDEOHDQGLPSUREDEOH

/RVV$/RVVORDQLVFRQVLGHUHGXQFROOHFWDEOHDQGFKDUJHGRIILPPHGLDWHO\
7KHJHQHUDOUHVHUYHFRPSRQHQWRIWKHDOORZDQFHIRUORDQORVVHVDOVRFRQVLVWVRIUHVHUYH
IDFWRUVWKDWDUHEDVHGRQPDQDJHPHQW VDVVHVVPHQWRIWKHIROORZLQJIRUHDFKSRUWIROLR
VHJPHQW  LQKHUHQW FUHGLW ULVN  KLVWRULFDO ORVVHV DQG  RWKHU TXDOLWDWLYH IDFWRUV
7KHVH UHVHUYH IDFWRUV DUH LQKHUHQWO\ VXEMHFWLYH DQG DUH GULYHQ E\ WKH UHSD\PHQW ULVN
DVVRFLDWHGZLWKHDFKSRUWIROLRVHJPHQWGHVFULEHGEHORZ
Commercial ± &RPPHUFLDO DQG LQGXVWULDO ORDQV JHQHUDOO\ SRVVHVV D ORZHU
LQKHUHQWULVNRIORVVWKDQUHDOHVWDWHSRUWIROLRVHJPHQWVEHFDXVHWKHVHORDQVDUH
JHQHUDOO\ XQGHUZULWWHQ WR H[LVWLQJ FDVK IORZV RI RSHUDWLQJ EXVLQHVVHV 'HEW
FRYHUDJHLVSURYLGHGE\EXVLQHVVFDVKIORZVDQGHFRQRPLFWUHQGVLQIOXHQFHGE\
XQHPSOR\PHQWUDWHVDQGRWKHUNH\HFRQRPLFLQGLFDWRUVDUHFORVHO\FRUUHODWHGWR
WKHFUHGLWTXDOLW\RIWKHVHORDQV

Real estate - commercial ± &RPPHUFLDO UHDO HVWDWH PRUWJDJH ORDQV JHQHUDOO\
SRVVHVVDKLJKHULQKHUHQWULVNRIORVVWKDQRWKHUUHDOHVWDWHSRUWIROLRVHJPHQWV
H[FHSW ODQG DQG FRQVWUXFWLRQ ORDQV $GYHUVH HFRQRPLF GHYHORSPHQWV RU DQ
RYHUEXLOW PDUNHW LPSDFW FRPPHUFLDO UHDO HVWDWH SURMHFWV DQG PD\ UHVXOW LQ
WURXEOHG ORDQV 7UHQGV LQ YDFDQF\ UDWHV RI FRPPHUFLDO SURSHUWLHV LPSDFW WKH
FUHGLWTXDOLW\RIWKHVHORDQV+LJKYDFDQF\UDWHVUHGXFHRSHUDWLQJUHYHQXHVDQG
WKH DELOLW\ IRU SURSHUWLHV WR SURGXFH VXIILFLHQW FDVK IORZ WR VHUYLFH GHEW
REOLJDWLRQV

Real estate - residential (single family residential real estate and home
equity lines of credit) ± 7KH GHJUHH RI ULVN LQ UHVLGHQWLDO UHDO HVWDWH OHQGLQJ
GHSHQGVSULPDULO\RQWKHORDQDPRXQWLQUHODWLRQWRFROODWHUDOYDOXHWKHLQWHUHVW
UDWH DQG WKH ERUURZHU V DELOLW\ WR UHSD\ LQ DQ RUGHUO\ IDVKLRQ 7KHVH ORDQV
JHQHUDOO\ SRVVHVV D ORZHU LQKHUHQW ULVN RI ORVV WKDQ RWKHU UHDO HVWDWH SRUWIROLR
VHJPHQWV (FRQRPLF WUHQGV GHWHUPLQHG E\ XQHPSOR\PHQW UDWHV DQG RWKHU NH\
HFRQRPLF LQGLFDWRUV DUH FORVHO\ FRUUHODWHG WR WKH FUHGLW TXDOLW\ RI WKHVH ORDQV
:HDN HFRQRPLF WUHQGV LQGLFDWH WKDW WKH ERUURZHUV  FDSDFLW\ WR UHSD\ WKHLU
REOLJDWLRQVPD\EHGHWHULRUDWLQJ
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$OORZDQFHIRU/RDQ/RVVHV(continued)
Construction±&RQVWUXFWLRQDQGODQGORDQVJHQHUDOO\SRVVHVVDKLJKHULQKHUHQW
ULVNRIORVVWKDQRWKHUUHDOHVWDWHSRUWIROLRVHJPHQWV$PDMRUULVNDULVHVIURPWKH
QHFHVVLW\WRFRPSOHWHSURMHFWVZLWKLQVSHFLILHGFRVWDQGWLPHOLQHV7UHQGVLQWKH
FRQVWUXFWLRQ LQGXVWU\ VLJQLILFDQWO\ LPSDFW WKH FUHGLW TXDOLW\ RI WKHVH ORDQV DV
GHPDQG GULYHV FRQVWUXFWLRQ DFWLYLW\ ,Q DGGLWLRQ WUHQGV LQ UHDO HVWDWH YDOXHV
VLJQLILFDQWO\LPSDFWWKHFUHGLWTXDOLW\RIWKHVHORDQVDVSURSHUW\YDOXHVGHWHUPLQH
WKHHFRQRPLFYLDELOLW\RIFRQVWUXFWLRQSURMHFWV
Consumer and other ± &RQVXPHU DQG RWKHU ORDQV DUH FRPSULVHG RI ORDQV WR
LQGLYLGXDOV LQFOXGLQJ LQVWDOOPHQW ORDQV UHYROYLQJ OLQHV RI FUHGLW DQG WHUP ORDQV
0RVWLQVWDOOPHQWORDQVDUHPDGHGLUHFWO\IRUFRQVXPHUSXUFKDVHVEXWEXVLQHVV
ORDQV JUDQWHG IRU WKH SXUFKDVH RI YHKLFOHV PD\ DOVR EH LQFOXGHG (FRQRPLF
WUHQGVGHWHUPLQHGE\XQHPSOR\PHQWUDWHVDQGRWKHUNH\HFRQRPLFLQGLFDWRUVDUH
FORVHO\FRUUHODWHGWRWKHFUHGLWTXDOLW\:HDNHFRQRPLFWUHQGVLQGLFDWHWKDWWKH
ERUURZHUV FDSDFLW\WRUHSD\WKHLUREOLJDWLRQVPD\EHGHWHULRUDWLQJ


$OWKRXJKPDQDJHPHQWEHOLHYHVWKHDOORZDQFHWREHDGHTXDWHXOWLPDWHORVVHVPD\YDU\
IURPLWVHVWLPDWHV$WOHDVWTXDUWHUO\WKH%RDUGRI'LUHFWRUVUHYLHZVWKHDGHTXDF\RIWKH
DOORZDQFHLQFOXGLQJFRQVLGHUDWLRQRIWKHUHODWLYHULVNVLQWKHSRUWIROLRFXUUHQWHFRQRPLF
FRQGLWLRQVDQGRWKHUIDFWRUV,IWKH%RDUGRI'LUHFWRUVDQGPDQDJHPHQWGHWHUPLQHWKDW
FKDQJHVDUHZDUUDQWHGEDVHGRQWKRVHUHYLHZVWKHDOORZDQFHLVDGMXVWHG,QDGGLWLRQ
WKH %DQN V SULPDU\ UHJXODWRUV WKH )',& DQG WKH ')3, DV DQ LQWHJUDO SDUW RI WKHLU
H[DPLQDWLRQSURFHVVUHYLHZWKHDGHTXDF\RIWKHDOORZDQFH7KHVHUHJXODWRU\DJHQFLHV
PD\ UHTXLUH DGGLWLRQV WR WKH DOORZDQFH EDVHG RQ WKHLU MXGJPHQW DERXW LQIRUPDWLRQ
DYDLODEOHDWWKHWLPHRIWKHLUH[DPLQDWLRQV

5HVHUYHIRU2II%DODQFH6KHHW&UHGLW([SRVXUHV

7KH %DQN DOVR PDLQWDLQV D VHSDUDWH UHVHUYH IRU RIIEDODQFH VKHHW FRPPLWPHQWV
0DQDJHPHQW HVWLPDWHV DQWLFLSDWHG ORVVHV XVLQJ KLVWRULFDO GDWD DQG XWLOL]DWLRQ
DVVXPSWLRQV 7KH UHVHUYH IRU RIIEDODQFH VKHHW FRPPLWPHQWV LV LQFOXGHG LQ DFFUXHG
LQWHUHVWSD\DEOHDQGRWKHUOLDELOLWLHVRQWKHEDODQFHVKHHW

6HUYLFLQJ5LJKWV


:KHQORDQVDUHVROGZLWKVHUYLFLQJUHWDLQHGVHUYLFLQJULJKWVDUHLQLWLDOO\UHFRUGHGDWIDLU
YDOXHZLWKWKHLQFRPHVWDWHPHQWHIIHFWUHFRUGHGLQJDLQVRQVDOHVRIORDQV)DLUYDOXHLV
EDVHG RQ PDUNHW SULFHV IRU FRPSDUDEOH VHUYLFLQJ FRQWUDFWV ZKHQ DYDLODEOH RU
DOWHUQDWLYHO\ LV EDVHG RQ D YDOXDWLRQ PRGHO WKDW FDOFXODWHV WKH SUHVHQW YDOXH RI
HVWLPDWHG IXWXUH QHW VHUYLFLQJ LQFRPH 6HUYLFLQJ DVVHWV UHODWHG WR 6PDOO %XVLQHVV
$GPLQLVWUDWLRQ ³6%$´ ORDQVDUHVXEVHTXHQWO\PHDVXUHGXVLQJWKHDPRUWL]DWLRQPHWKRG
ZKLFKUHTXLUHVVHUYLFLQJULJKWVWREHDPRUWL]HGLQWRQRQLQWHUHVWLQFRPHLQSURSRUWLRQWR
DQGRYHUWKHSHULRGRIWKHHVWLPDWHGIXWXUHQHWVHUYLFLQJLQFRPHRIWKHXQGHUO\LQJORDQV
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6HUYLFLQJ5LJKWV(continued)
6HUYLFLQJULJKWVDUHHYDOXDWHGIRULPSDLUPHQWEDVHGXSRQWKHIDLUYDOXHRIWKHULJKWVDV
FRPSDUHG WR FDUU\LQJ DPRXQW ,PSDLUPHQW LV GHWHUPLQHG E\ VWUDWLI\LQJ ULJKWV LQWR
JURXSLQJVEDVHGRQSUHGRPLQDQWULVNFKDUDFWHULVWLFVVXFKDVLQWHUHVWUDWHORDQW\SHDQG
LQYHVWRUW\SH,PSDLUPHQWLVUHFRJQL]HGWKURXJKDYDOXDWLRQDOORZDQFHIRUDQLQGLYLGXDO
JURXSLQJWRWKHH[WHQWWKDWIDLUYDOXHLVOHVVWKDQWKHFDUU\LQJDPRXQW,IWKH%DQNODWHU
GHWHUPLQHV WKDW DOO RU D SRUWLRQ RI WKH LPSDLUPHQW QR ORQJHU H[LVWV IRU D SDUWLFXODU
JURXSLQJDUHGXFWLRQRIWKHDOORZDQFHPD\EHUHFRUGHGDVDQLQFUHDVHWRLQFRPH

&KDQJHV LQ YDOXDWLRQ DOORZDQFHV DUH UHSRUWHG LQ QRQLQWHUHVW LQFRPH RQ WKH LQFRPH
VWDWHPHQW7KHIDLUYDOXHVRIVHUYLFLQJULJKWVDUHVXEMHFWWRVLJQLILFDQWIOXFWXDWLRQVDVD
UHVXOW RI FKDQJHV LQ HVWLPDWHG DQG DFWXDO SUHSD\PHQW VSHHGV DQG GHIDXOW UDWHV DQG
ORVVHV

$W WKLV WLPH WKH %DQN EHOLHYHV WKDW DOO VHUYLFLQJ IHHV UHFHLYHG UHODWHG WR UHVLGHQWLDO
PRUWJDJHORDQVDUHDWDYDOXHHTXDOWRWKHFRVWLQFXUUHGWRVHUYLFH$VVXFKWKHUHDUH
QRUHVLGHQWLDOPRUWJDJHVHUYLFLQJULJKWDVVHWVRQWKHEDODQFHVKHHWDQGDOOVHUYLFLQJIHH
LQFRPHUHODWHGWRUHVLGHQWLDOPRUWJDJHORDQVZKLFKLVUHSRUWHGRQWKHLQFRPHVWDWHPHQW
DV 6HUYLFH &KDUJHV &RPPLVVLRQV DQG )HHV LV EDVHG RQ D FRQWUDFWXDO SHUFHQWDJH RI
WKHRXWVWDQGLQJSULQFLSDODQGLVUHFRUGHGDVLQFRPHZKHQUHFHLYHG


6HUYLFLQJ IHHV WRWDOHG  DQG  IRU WKH \HDUV HQGHG 'HFHPEHU  
DQG  UHVSHFWLYHO\ /DWH IHHV DQG DQFLOODU\ IHHV UHODWHG WR ORDQ VHUYLFLQJ DUH QRW
PDWHULDO

%DQN3UHPLVHVDQG(TXLSPHQW


%DQN SUHPLVHV DQG HTXLSPHQW DUH FDUULHG DW FRVW OHVV DFFXPXODWHG GHSUHFLDWLRQ
'HSUHFLDWLRQLVGHWHUPLQHGXVLQJWKHVWUDLJKWOLQHPHWKRGRYHUWKHHVWLPDWHGXVHIXOOLYHV
RIWKHUHODWHGDVVHWV7KHXVHIXOOLYHVRIIXUQLWXUHIL[WXUHVDQGHTXLSPHQWDUHHVWLPDWHG
WR EH WKUHH WR VHYHQ \HDUV /HDVHKROG LPSURYHPHQWV DUH DPRUWL]HG RYHU WKH OHVVHU RI
WKH UHVSHFWLYH OHDVH WHUP LQFOXGLQJ UHQHZDO SHULRGV WKDW DUH UHDVRQDEO\ DVVXUHG  RU
WKHLUXVHIXOOLYHV

:KHQ DVVHWV DUH VROG RU RWKHUZLVH GLVSRVHG RI WKH FRVW DQG UHODWHG DFFXPXODWHG
GHSUHFLDWLRQ RU DPRUWL]DWLRQ DUH UHPRYHG IURP WKH DFFRXQWV DQG DQ\ UHVXOWLQJ JDLQ RU
ORVV LV UHFRJQL]HG LQ LQFRPH IRU WKH SHULRG 7KH FRVW RI PDLQWHQDQFH DQG UHSDLUV LV
FKDUJHG WR H[SHQVH DV LQFXUUHG 7KH %DQN HYDOXDWHV SUHPLVHV DQG HTXLSPHQW IRU
ILQDQFLDO LPSDLUPHQW DV HYHQWV RU FKDQJHV LQ FLUFXPVWDQFHV LQGLFDWH WKDW WKH FDUU\LQJ
DPRXQWRIVXFKDVVHWVPD\QRWEHIXOO\UHFRYHUDEOH
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/HDVHV

&HUWDLQRSHUDWLQJOHDVHVFRQWDLQVFKHGXOHGDQGVSHFLILHGUHQWLQFUHDVHVRULQFHQWLYHVLQ
WKHIRUPRIWHQDQWLPSURYHPHQWDOORZDQFHVRUFUHGLWV7KHVFKHGXOHGUHQWLQFUHDVHVDUH
UHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKHOHDVHWHUPDVDQLQFUHDVHLQWKHDPRXQWRI
UHQWDO H[SHQVH UHFRJQL]HG HDFK SHULRG /HDVH LQFHQWLYHV UHGXFH WKH ULJKWRIXVH DVVHW
DW WKH LQFHSWLRQ RI WKH OHDVH DQG DUH DPRUWL]HG RQ D VWUDLJKWOLQH EDVLV RYHU WKH OHDVH
WHUP DV D UHGXFWLRQ RI UHQWDO H[SHQVH $PRXQWV DFFUXHG LQ H[FHVV RI DPRXQWV SDLG
UHODWHG WR WKH VFKHGXOHG UHQW LQFUHDVHV DQG WKH XQDPRUWL]HG GHIHUUHG OHDVHKROG
LPSURYHPHQW FUHGLWV DUH LQFOXGHG LQ RSHUDWLQJ ULJKWRIXVH DVVHW DQG RSHUDWLQJ OHDVH
OLDELOLW\RQWKHEDODQFHVKHHW

2WKHU5HDO(VWDWH2ZQHG

2WKHUUHDOHVWDWHRZQHG ³25(2´ LVFRPSULVHGRISURSHUW\DFTXLUHGWKURXJKIRUHFORVXUH
SURFHHGLQJV RU DFFHSWDQFH RI GHHGVLQOLHX RI IRUHFORVXUH/RVVHV UHFRJQL]HG DW WKH
WLPHRIDFTXLULQJSURSHUW\LQIXOORUSDUWLDOVDWLVIDFWLRQRIORDQVDUHFKDUJHGDJDLQVWWKH
DOORZDQFH IRU ORDQ ORVVHV25(2 LV LQLWLDOO\ UHFRUGHG DW IDLU YDOXH OHVV HVWLPDWHG
GLVSRVLWLRQFRVWV)DLUYDOXHRI25(2LVJHQHUDOO\EDVHGRQDQLQGHSHQGHQWDSSUDLVDORI
WKH SURSHUW\6XEVHTXHQW WR LQLWLDO PHDVXUHPHQW 25(2 LV FDUULHG DW WKH ORZHU RI WKH
UHFRUGHGLQYHVWPHQWRUIDLUYDOXHOHVVFRVWVWRVHOO5HYHQXHVDQGH[SHQVHVDVVRFLDWHG
ZLWK 25(2 DQG VXEVHTXHQW DGMXVWPHQW WR WKH IDLU YDOXH RI WKH SURSHUW\ DQG WR WKH
HVWLPDWHG FRVWV RI GLVSRVDO DUH UHDOL]HG DQG UHSRUWHG DV D FRPSRQHQW RI QRQLQWHUHVW
H[SHQVHZKHQLQFXUUHG


,QYHVWPHQWLQ)HGHUDO+RPH/RDQ%DQN6WRFN

$VDPHPEHURIWKH)HGHUDO+RPH/RDQ%DQN ³)+/%´ V\VWHPWKH%DQNLVUHTXLUHGWR
PDLQWDLQDQLQYHVWPHQWLQWKHFDSLWDOVWRFNRIWKH)+/%7KHOHYHORILQYHVWPHQWYDULHV
EDVHGRQWKHDPRXQWRIERUURZLQJVDQGRWKHUIDFWRUV7KHLQYHVWPHQWLVFDUULHGDWFRVW
DQGSHULRGLFDOO\HYDOXDWHGIRULPSDLUPHQWEDVHGRQXOWLPDWHUHFRYHU\RISDUYDOXH%RWK
FDVKDQGVWRFNGLYLGHQGVDUHUHSRUWHGDVLQFRPH


,QYHVWPHQWLQ7KH,QGHSHQGHQW%DQNHUV%DQN6WRFN

7KH %DQN PDLQWDLQV DQ LQYHVWPHQW LQ WKH FDSLWDO VWRFN RI 7KH ,QGHSHQGHQW %DQNHUV
%DQN ³7,%´  D FRUUHVSRQGHQW EDQN WKDW SURYLGHV FHUWDLQ VHUYLFHV WR WKH %DQN 7KH
LQYHVWPHQW LV FDUULHG DW FRVW DQG LV SHULRGLFDOO\ HYDOXDWHG IRU LPSDLUPHQW EDVHG RQ
XOWLPDWHUHFRYHU\RISDUYDOXH%RWKFDVKDQGVWRFNGLYLGHQGVDUHUHSRUWHGDVLQFRPH

,QYHVWPHQWLQ)DUPHU0DF6WRFN

7KH %DQN PDLQWDLQV DQ LQYHVWPHQW LQ WKH FDSLWDO VWRFN RI )DPHU 0DF 7KH %DQN LV
UHTXLUHG WR PDLQWDLQ DQ LQYHVWPHQW ZLWK )DUPHU 0DF LQ RUGHU WR FRQGXFW RQJRLQJ
WUDQVDFWLRQV ZLWK WKH DJHQF\ 7KH LQYHVWPHQW LV FDUULHG DW IDLU YDOXH EDVHG RQ TXRWHG
PDUNHWSULFHVZLWKFKDQJHVLQIDLUYDOXHUHFRJQL]HGLQQHWLQFRPH&DVKGLYLGHQGVDUH
UHSRUWHGDVLQFRPH
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%DQN2ZQHG/LIH,QVXUDQFH

7KH%DQNKDVSXUFKDVHGOLIHLQVXUDQFHSROLFLHVRQFHUWDLQNH\H[HFXWLYHV%DQNRZQHG
OLIH LQVXUDQFH ³%2/,´  LV UHFRUGHG DW WKH DPRXQW WKDW FDQ EH UHDOL]HG XQGHU WKH
LQVXUDQFHFRQWUDFWDWWKHEDODQFHVKHHWGDWHZKLFKLVWKHFDVKVXUUHQGHUYDOXHDGMXVWHG
IRURWKHUFKDUJHVRURWKHUDPRXQWVGXHWKDWDUHSUREDEOHDWVHWWOHPHQW


*RRGZLOO

%XVLQHVV FRPELQDWLRQV LQYROYLQJ WKH %DQN¶V DFTXLVLWLRQ RI WKH HTXLW\ LQWHUHVWV RU QHW
DVVHWVRIDQRWKHUHQWHUSULVHJLYHULVHWRJRRGZLOO7RWDOJRRGZLOODW'HFHPEHU
DQG  UHSUHVHQWV WKH H[FHVV RI WKH FRVW RI WKH DFTXLUHG EDQN RYHU WKH QHW RI WKH
DPRXQWV DVVLJQHG WR DVVHWV DFTXLUHG DQG OLDELOLWLHV DVVXPHG LQ WKH WUDQVDFWLRQ
DFFRXQWHG IRU XQGHU WKH SXUFKDVH PHWKRG RI DFFRXQWLQJ7KH YDOXH RI JRRGZLOO LV
XOWLPDWHO\GHULYHGIURPWKH%DQN¶VDELOLW\WRJHQHUDWHQHWHDUQLQJVDIWHUWKHDFTXLVLWLRQV
DQGLVQRWGHGXFWLEOHIRUWD[SXUSRVHV$GHFOLQHLQQHWHDUQLQJVFRXOGEHLQGLFDWLYHRID
GHFOLQHLQWKHIDLUYDOXHRIJRRGZLOODQGUHVXOWLQLPSDLUPHQW)RUWKDWUHDVRQJRRGZLOOLV
DVVHVVHGDWOHDVWDQQXDOO\IRULPSDLUPHQW

7KH %DQN KDV VHOHFWHG2FWREHU  DV WKH GDWH WR SHUIRUP WKH DQQXDO LPSDLUPHQW WHVW
0DQDJHPHQW DVVHVVHG TXDOLWDWLYH IDFWRUV LQFOXGLQJ SHUIRUPDQFH WUHQGV DQG QRWHG QR
IDFWRUV LQGLFDWLQJ JRRGZLOO LPSDLUPHQW  *RRGZLOO LV DOVR WHVWHG IRU LPSDLUPHQW EHWZHHQ
DQQXDOWHVWVLIDQHYHQWRFFXUVRUFLUFXPVWDQFHVFKDQJHWKDWZRXOGPRUHOLNHO\WKDQQRW
UHGXFH WKH IDLU YDOXH RI WKH %DQN EHORZ LWV FDUU\LQJ DPRXQW1R VXFK HYHQWV RU
FLUFXPVWDQFHVDURVHGXULQJWKHIRXUWKTXDUWHURIVRJRRGZLOOZDVQRWUHTXLUHGWR
EH UHWHVWHG *RRGZLOO LV WKH RQO\ LQWDQJLEOH DVVHW ZLWK DQ LQGHILQLWH OLIH RQ WKH %DQN¶V
EDODQFHVKHHW

,QWDQJLEOH$VVHWV


7KHLQWDQJLEOHDVVHWVDW'HFHPEHUDQGUHSUHVHQWWKHHVWLPDWHGIDLUYDOXH
RI WKH FRUH GHSRVLW UHODWLRQVKLSV DFTXLUHG LQ WKH DFTXLVLWLRQ RI %6%&RUH GHSRVLW
LQWDQJLEOHVDUHEHLQJDPRUWL]HGXVLQJDPHWKRGWKDWDSSUR[LPDWHVWKHHIIHFWLYHLQWHUHVW
PHWKRGRYHUDQHVWLPDWHGOLIHRIVHYHQ\HDUVIURPWKHGDWHRIDFTXLVLWLRQ0DQDJHPHQW
HYDOXDWHV WKH UHPDLQLQJ XVHIXO OLYHV DQQXDOO\ RQ 2FWREHU  WR GHWHUPLQH ZKHWKHU
HYHQWV RU FLUFXPVWDQFHV ZDUUDQW D UHYLVLRQ WR WKH UHPDLQLQJ SHULRGV RI DPRUWL]DWLRQ
%DVHGRQWKHHYDOXDWLRQQRFKDQJHVWRWKHUHPDLQLQJXVHIXOOLYHVZDVUHTXLUHG
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,QFRPH7D[HV


,QFRPHWD[H[SHQVHLVWKHWRWDORIWKHFXUUHQW\HDULQFRPHWD[GXHRUUHIXQGDEOHDQGWKH
FKDQJH LQ GHIHUUHG WD[ DVVHWV DQG OLDELOLWLHV 'HIHUUHG WD[ DVVHWV DQG OLDELOLWLHV DUH WKH
H[SHFWHG IXWXUH WD[ DPRXQWV IRU WKH WHPSRUDU\ GLIIHUHQFHV EHWZHHQ FDUU\LQJ DPRXQWV
DQG WD[ EDVHV RI DVVHWV DQG OLDELOLWLHV FRPSXWHG XVLQJ HQDFWHG WD[ UDWHV 7KH
GHWHUPLQDWLRQ RI WKH DPRXQW RI GHIHUUHG LQFRPH WD[ DVVHWV ZKLFK DUH PRUH OLNHO\ WKDQ
QRW WR EH UHDOL]HG LV SULPDULO\ GHSHQGHQW RQ SURMHFWLRQV RI IXWXUH HDUQLQJV ZKLFK DUH
VXEMHFW WR XQFHUWDLQW\ DQG HVWLPDWHV WKDW PD\ FKDQJH JLYHQ HFRQRPLF FRQGLWLRQV DQG
RWKHUIDFWRUV7KHUHDOL]DWLRQRIGHIHUUHGLQFRPHWD[DVVHWVLVDVVHVVHGDQGDYDOXDWLRQ
DOORZDQFHLVUHFRUGHGLILWLV³PRUHOLNHO\WKDQQRW´WKDWDOORUDSRUWLRQRIWKHGHIHUUHGWD[
DVVHWZLOOQRWEHUHDOL]HG³0RUHOLNHO\WKDQQRW´LVGHILQHGDVJUHDWHUWKDQDFKDQFH
$OODYDLODEOHHYLGHQFHERWKSRVLWLYHDQGQHJDWLYHLVFRQVLGHUHGWRGHWHUPLQHZKHWKHU
EDVHGRQWKHZHLJKWRIWKDWHYLGHQFHDYDOXDWLRQDOORZDQFHLVQHHGHG%DVHGXSRQRXU
DQDO\VLVRIDYDLODEOHHYLGHQFHZHKDYHGHWHUPLQHGWKDW DOORI RXUGHIHUUHGLQFRPHWD[
DVVHWVDVRI'HFHPEHUDQGDUHPRUHOLNHO\WKDQQRWWREHIXOO\UHDOL]HG
DQGWKHUHIRUHQRYDOXDWLRQDOORZDQFHZDVUHFRUGHG

$FFRXQWLQJIRU8QFHUWDLQW\LQ,QFRPH7D[HV


:HXVHDFRPSUHKHQVLYHPRGHOIRUUHFRJQL]LQJPHDVXULQJSUHVHQWLQJDQGGLVFORVLQJLQ
WKH ILQDQFLDO VWDWHPHQWV WD[ SRVLWLRQV WDNHQ RU H[SHFWHG WREH WDNHQ RQ D WD[ UHWXUQ $
WD[ SRVLWLRQ LV UHFRJQL]HG DV D EHQHILW RQO\ LI LW LV PRUH OLNHO\ WKDQ QRW WKDW WKH WD[
SRVLWLRQ ZRXOG EH VXVWDLQHG LQ D WD[ H[DPLQDWLRQ ZLWK D WD[ H[DPLQDWLRQ EHLQJ
SUHVXPHG WR RFFXU 7KH DPRXQW UHFRJQL]HG LVWKH ODUJHVWDPRXQW RI WD[ EHQHILW WKDW LV
JUHDWHUWKDQOLNHO\RIEHLQJUHDOL]HGRQH[DPLQDWLRQ)RUWD[SRVLWLRQVQRWPHHWLQJ
WKHPRUHOLNHO\WKDQQRWWHVWQRWD[EHQHILWLVUHFRUGHG,QWHUHVWH[SHQVHDQGSHQDOWLHV
DVVRFLDWHGZLWKXQUHFRJQL]HGWD[EHQHILWVLIDQ\DUHFODVVLILHGDVLQFRPHWD[H[SHQVH
LQWKHVWDWHPHQWVRILQFRPH

(DUQLQJV3HU6KDUH


%DVLFHDUQLQJVSHUVKDUH ³(36´  ZKLFKH[FOXGHVGLOXWLRQLVFRPSXWHGE\GLYLGLQJQHW
LQFRPHE\WKHZHLJKWHGDYHUDJHQXPEHURIFRPPRQVKDUHVRXWVWDQGLQJIRUWKHSHULRG

'LOXWHGHDUQLQJVSHUVKDUHUHIOHFWVWKHSRWHQWLDOGLOXWLRQWKDWFRXOGRFFXULIVHFXULWLHVRU
RWKHU FRQWUDFWV WR LVVXH FRPPRQ VWRFN VXFK DV VWRFN RSWLRQV DQG XQYHVWHG UHVWULFWHG
VWRFNDZDUGVUHVXOWLQWKHLVVXDQFHRIFRPPRQVWRFNZKLFKVKDUHLQWKHHDUQLQJVRIWKH
%DQN 7KH WUHDVXU\ VWRFN PHWKRG LV DSSOLHG WR GHWHUPLQH WKH GLOXWLYH HIIHFW RI VWRFN
RSWLRQVDQGXQYHVWHGUHVWULFWHGVWRFNLQFRPSXWLQJGLOXWHGHDUQLQJVSHUVKDUH
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6KDUH%DVHG3D\PHQWV

7KH %DQN UHFRUGV FRPSHQVDWLRQ FRVW IRU DOO VKDUHEDVHG SD\PHQWV EDVHG RQ WKH
HVWLPDWHGIDLUYDOXHRIWKHRSWLRQVRUWKHUHVWULFWHGVWRFNRQWKHJUDQWGDWH

0DQDJHPHQWHVWLPDWHVWKHIDLUYDOXHRIHDFKRSWLRQDZDUGDVRIWKHGDWHRIJUDQWXVLQJ
D%ODFN6FKROHV0HUWRQRSWLRQSULFLQJIRUPXODDQGWKHIROORZLQJDVVXPSWLRQV([SHFWHG
YRODWLOLW\LVEDVHGRQWKHKLVWRULFDOYRODWLOLW\RIWKH%DQN VFRPPRQVWRFNRYHUDSUHFHGLQJ
SHULRGFRPPHQVXUDWHZLWKWKHH[SHFWHGWHUPRIWKHRSWLRQ7KHULVNIUHHLQWHUHVWUDWHLV
EDVHGRQWKH867UHDVXU\\LHOGFXUYHLQHIIHFWDWWKHWLPHRIJUDQWZLWKVXEVWDQWLDOO\WKH
VDPH WHUP DV WKH H[SHFWHG WHUP RI WKH RSWLRQ ([SHFWHG GLYLGHQG \LHOG ZDV QRW
FRQVLGHUHGLQWKHRSWLRQSULFLQJIRUPXODVLQFHWKH%DQNKDVQRWSDLGGLYLGHQGVWRGDWH,Q
DGGLWLRQ WR WKHVH DVVXPSWLRQV PDQDJHPHQW PDNHV HVWLPDWHV UHJDUGLQJ SUHYHVWLQJ
IRUIHLWXUHVWKDWZLOOLPSDFWWRWDOFRPSHQVDWLRQH[SHQVHUHFRJQL]HG

&RPSHQVDWLRQFRVWLVUHFRJQL]HGRYHUWKHUHTXLUHGVHUYLFHSHULRGJHQHUDOO\GHILQHGDV
WKHYHVWLQJSHULRG)RUDZDUGVZLWKJUDGHGYHVWLQJFRPSHQVDWLRQFRVWLVUHFRJQL]HGRQ
DVWUDLJKWOLQHEDVLVRYHUWKHUHTXLVLWHVHUYLFHSHULRGIRUWKHHQWLUHDZDUG

5HVWULFWHG VWRFN DZDUGV DUH JUDQWV RI VKDUHV RI WKH %DQN¶V FRPPRQ VWRFN WKDW DUH
VXEMHFWWRIRUIHLWXUHXQWLOVSHFLILFFRQGLWLRQVRUJRDOVDUHPHW&RQGLWLRQVPD\EHEDVHG
RQ FRQWLQXLQJ HPSOR\PHQW RU VHUYLFH DQGRU DFKLHYLQJ VSHFLILHG SHUIRUPDQFH JRDOV
'XULQJWKHSHULRGRIUHVWULFWLRQUHVWULFWHGVKDUHDZDUGVKDYH YRWLQJ DQGFDVKGLYLGHQG
ULJKWV 7KH UHVWULFWLRQV ODSVH LQ DFFRUGDQFH ZLWK D VFKHGXOH RU ZLWK RWKHU FRQGLWLRQV
GHWHUPLQHGE\WKH%RDUGRI'LUHFWRUVDVUHIOHFWHGLQHDFKDZDUGDJUHHPHQW5HVWULFWHG
VWRFN DZDUGV ZKLFK YHVW EDVHG RQ FRQWLQXLQJ HPSOR\PHQW DUH LQFOXGHG LQ FRPPRQ
VKDUHVRXWVWDQGLQJ


8SRQWKHH[HUFLVHRIVWRFNRSWLRQVRUWKHJUDQWRIHDFKUHVWULFWHGVWRFNDZDUGWKH%DQN
LVVXHVWKHDVVRFLDWHGFRPPRQVKDUHVIURPLWVLQYHQWRU\RIDXWKRUL]HGFRPPRQVKDUHV
7KHVKDUHVDVVRFLDWHGZLWKDQ\DZDUGVWKDWDUHIRUIHLWHGRUIDLOWRYHVWEHFRPHDYDLODEOH
IRU UHLVVXDQFH $OO RXWVWDQGLQJ DZDUGV LPPHGLDWHO\ YHVW LQ WKH HYHQW RI D FKDQJH RI
FRQWURORIWKH%DQNDVGHILQHGLQHDFKDZDUGDJUHHPHQW

&RPSUHKHQVLYH,QFRPH

&RPSUHKHQVLYH LQFRPH LQFOXGHV QHW LQFRPH DQG XQUHDOL]HG JDLQV DQG ORVVHV RQ
DYDLODEOHIRUVDOH LQYHVWPHQW VHFXULWLHV ZKLFK DUH DOVR UHFRJQL]HG DV D VHSDUDWH
FRPSRQHQWRIVKDUHKROGHUV HTXLW\

5HWLUHPHQW3ODQV

(PSOR\HH  N  DQG SURILW VKDULQJ SODQ H[SHQVH UHSUHVHQWV WKH DPRXQW RI PDWFKLQJ
DQGGLVFUHWLRQDU\FRQWULEXWLRQV
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)DLU9DOXHRI)LQDQFLDO,QVWUXPHQWV

)DLUYDOXHVRIILQDQFLDOLQVWUXPHQWVDUHHVWLPDWHGXVLQJUHOHYDQWPDUNHWLQIRUPDWLRQDQG
RWKHU DVVXPSWLRQV DV PRUH IXOO\ GLVFORVHG LQ )RRWQRWH  )DLU YDOXH HVWLPDWHV LQYROYH
XQFHUWDLQWLHV DQG PDWWHUV RI VLJQLILFDQW MXGJPHQW UHJDUGLQJ LQWHUHVW UDWHV FUHGLW ULVN
SUHSD\PHQWV DQG RWKHU IDFWRUV HVSHFLDOO\ LQ WKH DEVHQFH RI EURDG PDUNHWV IRU LWHPV
&KDQJHV LQ DVVXPSWLRQV RU LQ PDUNHW FRQGLWLRQV FRXOG VLJQLILFDQWO\ DIIHFW WKHVH
HVWLPDWHV

/RVV&RQWLQJHQFLHV

/RVVFRQWLQJHQFLHVLQFOXGLQJFODLPVDQGOHJDODFWLRQVDULVLQJ LQWKHRUGLQDU\FRXUVHRI
EXVLQHVV DUH UHFRUGHG DV OLDELOLWLHV ZKHQ WKH OLNHOLKRRG RI ORVV LV SUREDEOH DQG DQ
DPRXQW RU UDQJH RI ORVV FDQ EH UHDVRQDEO\ HVWLPDWHG 0DQDJHPHQW GRHV QRW EHOLHYH
WKHUH DUH VXFK PDWWHUV DW WKLV WLPH WKDW ZLOO KDYH D PDWHULDO HIIHFW RQ WKH ILQDQFLDO
VWDWHPHQWV

5HFODVVLILFDWLRQV

6RPH LWHPV LQ WKH SULRU \HDU ILQDQFLDO VWDWHPHQWV ZHUH UHFODVVLILHG WR FRQIRUP WR WKH
FXUUHQW SUHVHQWDWLRQ 5HFODVVLILFDWLRQV KDG QR HIIHFW RQ SULRU \HDU QHW LQFRPH RU
VKDUHKROGHUV¶HTXLW\

$GRSWLRQRI1HZ$FFRXQWLQJ6WDQGDUGV

ASU 2016-02, Leases (Topic 842)
2Q -DQXDU\   WKH %DQN DGRSWHG $68 1R  ³/HDVHV 7RSLF  ´ DQG
VXEVHTXHQWDPHQGPHQWVWKHUHWRZKLFKUHTXLUHVWKH%DQNWRUHFRJQL]HPRVWOHDVHVRQ
WKHEDODQFHVKHHW:HDGRSWHGWKHVWDQGDUGXQGHUDPRGLILHGUHWURVSHFWLYHDSSURDFKDV
RIWKHGDWHRIDGRSWLRQDQGHOHFWHGWRDSSO\VHYHUDORIWKHDYDLODEOHSUDFWLFDOH[SHGLHQWV
LQFOXGLQJ

x &DUU\RYHURIKLVWRULFDOOHDVHGHWHUPLQDWLRQDQGOHDVHFODVVLILFDWLRQFRQFOXVLRQV
x &DUU\RYHURIKLVWRULFDOLQLWLDOGLUHFWFRVWEDODQFHVIRUH[LVWLQJOHDVHV

$GRSWLRQ RI WKH OHDVLQJ VWDQGDUG UHVXOWHG LQ WKH UHFRJQLWLRQ RI RSHUDWLQJ ULJKWRIXVH
DVVHWVRIDQGRSHUDWLQJOHDVHOLDELOLWLHVRIDVRI-DQXDU\
7KHVH DPRXQWV ZHUH GHWHUPLQHG EDVHG RQ WKH SUHVHQW YDOXH RI UHPDLQLQJ PLQLPXP
OHDVHSD\PHQWVGLVFRXQWHGXVLQJWKH%DQN¶VLQFUHPHQWDOERUURZLQJUDWHDVRIWKHGDWH
RI DGRSWLRQ 7KHUH ZDV QR PDWHULDO LPSDFW WR WKH WLPLQJ RI H[SHQVH RU LQFRPH
UHFRJQLWLRQ LQ WKH %DQN¶V ,QFRPH 6WDWHPHQWV 3ULRU SHULRGV ZHUH QRW UHVWDWHG DQG
FRQWLQXH WR EH SUHVHQWHG XQGHU OHJDF\ *$$3 'LVFORVXUHV DERXW WKH %DQN¶V OHDVLQJ
DFWLYLWLHVDUHSUHVHQWHGLQ1RWH±/HDVHV
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1HZ$FFRXQWLQJ6WDQGDUGV7KDW+DYH1RW<HW%HHQ$GRSWHG

ASU 2016-13, Financial Instruments – Credit Losses (Topic 326)
,Q -XQH  )$6% LVVXHG JXLGDQFH WR UHSODFH WKH LQFXUUHG ORVV PRGHO ZLWK DQ
H[SHFWHG ORVV PRGHO ZKLFK LV UHIHUUHG WR DV WKH FXUUHQW H[SHFWHG FUHGLW ORVV &(&/ 
PRGHO7KH&(&/PRGHOLVDSSOLFDEOHWRWKHPHDVXUHPHQWRIFUHGLWORVVHVRQILQDQFLDO
DVVHWVPHDVXUHGDWDPRUWL]HGFRVWLQFOXGLQJORDQUHFHLYDEOHVDQGKHOGWRPDWXULW\GHEW
VHFXULWLHV ,W DOVR DSSOLHV WR RIIEDODQFH VKHHW FUHGLW H[SRVXUHV QRW DFFRXQWHG IRU DV
LQVXUDQFH  7KH VWDQGDUG ZLOO EH HIIHFWLYH IRU WKH 'HFHPEHU   DQQXDO ILQDQFLDO
VWDWHPHQWV 7KH %DQN¶V 'LUHFWRUV /RDQ &RPPLWWHH LV UHVSRQVLEOH IRU WKH RYHUVLJKW RI
&(&/ LPSOHPHQWDWLRQ  9HQGRU GXH GLOLJHQFH DQG VHOHFWLRQ ZDV SHUIRUPHG GDWD
DVVHVVPHQWV ZHUH SHUIRUPHG DQG KLVWRULFDO GDWD KDV EHHQ XWLOL]HG WR UXQ YDULRXV
PRGHOVDFFHSWHGXQGHUWKHQHZVWDQGDUG7KHFRPPLWWHHFRQWLQXHVWRDVVHVVWKHGDWD
QHHGVIRUYDULRXVPRGHOVWKDWFDQEHGHSOR\HGZLWKEDFNWHVWLQJWRGHWHUPLQHWKHPRVW
DFFXUDWHDQGDSSURSULDWHPRGHOWREHSXWLQWRSODFHDWWLPHRILPSOHPHQWDWLRQ7KH%DQN
H[SHFWVWRUHFRJQL]HDRQHWLPHFXPXODWLYHHIIHFWDGMXVWPHQWWRWKHDOORZDQFHIRUORDQ
ORVVHV DV RI WKH EHJLQQLQJ RI WKH ILUVW UHSRUWLQJ SHULRG LQ ZKLFK WKH QHZ VWDQGDUG LV
HIIHFWLYH 7KH %DQN H[SHFWV WKH DGRSWLRQ PD\ UHVXOW LQ D PDWHULDO LQFUHDVH WR WKH
DOORZDQFHIRUORDQORVVHVEDODQFHKRZHYHUDWWKLVWLPHWKHLPSDFWLVEHLQJGHWHUPLQHG
DQGHYDOXDWHG

)$,59$/8(0($685(0(176

)DLU9DOXH+LHUDUFK\

)DLUYDOXHLVWKHH[FKDQJHSULFHWKDWZRXOGEHUHFHLYHGIRUDQDVVHWRUSDLGWRWUDQVIHUD
OLDELOLW\ H[LWSULFH LQWKHSULQFLSDORUPRVWDGYDQWDJHRXVPDUNHWIRUWKHDVVHWRUOLDELOLW\
LQDQRUGHUO\WUDQVDFWLRQEHWZHHQPDUNHWSDUWLFLSDQWVRQWKHPHDVXUHPHQWGDWH7KHUH
DUHWKUHHOHYHOVRILQSXWVWKDWPD\EHXVHGWRPHDVXUHIDLUYDOXHV

/HYHO  ± 4XRWHG PDUNHW SULFHV XQDGMXVWHG  IRU LGHQWLFDO LQVWUXPHQWV WUDGHG LQ DFWLYH
H[FKDQJHPDUNHWVWKDWWKH%DQNKDVWKHDELOLW\WRDFFHVVDVRIWKHPHDVXUHPHQWGDWH

/HYHO  ± 4XRWHG SULFHV IRU VLPLODU LQVWUXPHQWV LQ DFWLYH PDUNHWV TXRWHG SULFHV IRU
LGHQWLFDORUVLPLODULQVWUXPHQWVLQPDUNHWVWKDWDUHQRWDFWLYHDQGPRGHOEDVHGYDOXDWLRQ
WHFKQLTXHVIRUZKLFKDOOVLJQLILFDQWDVVXPSWLRQVDUHREVHUYDEOHRUFDQEHFRUURERUDWHG
E\REVHUYDEOHPDUNHWGDWD

/HYHO  ± 0RGHOEDVHG WHFKQLTXHV WKDW XVH DW OHDVW RQH VLJQLILFDQW DVVXPSWLRQ QRW
REVHUYDEOHLQWKHPDUNHW7KHVHXQREVHUYDEOHDVVXPSWLRQVUHIOHFWWKH%DQN¶VHVWLPDWHV
RI DVVXPSWLRQV WKDW PDUNHW SDUWLFLSDQWV ZRXOG XVH LQ SULFLQJ WKH DVVHW RU OLDELOLW\
9DOXDWLRQ WHFKQLTXHV LQFOXGH PDQDJHPHQW MXGJPHQW DQG HVWLPDWLRQ ZKLFK PD\ EH
VLJQLILFDQW

0DQDJHPHQW PRQLWRUV WKH DYDLODELOLW\ RI REVHUYDEOH PDUNHW GDWD WR DVVHVV WKH
DSSURSULDWH FODVVLILFDWLRQ RI ILQDQFLDO LQVWUXPHQWV ZLWKLQ WKH IDLU YDOXH KLHUDUFK\
&KDQJHV LQHFRQRPLF FRQGLWLRQV RU PRGHOEDVHG YDOXDWLRQ WHFKQLTXHV PD\ UHTXLUH WKH
WUDQVIHURIILQDQFLDOLQVWUXPHQWVIURPRQHIDLUYDOXHOHYHOWRDQRWKHU,QVXFKLQVWDQFHV
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WKHWUDQVIHULVUHSRUWHGDWWKHEHJLQQLQJRIWKHUHSRUWLQJSHULRG

0DQDJHPHQW HYDOXDWHV WKH VLJQLILFDQFH RI WUDQVIHUV EHWZHHQ OHYHOV EDVHG XSRQ WKH
QDWXUH RI WKH ILQDQFLDO LQVWUXPHQW DQG VL]H RI WKH WUDQVIHU UHODWLYH WR WRWDO DVVHWV WRWDO
OLDELOLWLHVRUWRWDOHDUQLQJV


7KHPHWKRGVDQGDVVXPSWLRQVXVHGWRHVWLPDWHIDLUYDOXHVDUHGHVFULEHGDVIROORZV

D  &DVKDQG&DVK(TXLYDOHQWV
7KHFDUU\LQJDPRXQWVRIFDVKGXHIURPEDQNVDQG)HGHUDOIXQGVVROGDSSUR[LPDWH
IDLUYDOXHVDQGDUHFODVVLILHGDVHLWKHU/HYHORU/HYHO
E  ,QWHUHVWEHDULQJ'HSRVLWVLQ2WKHU)LQDQFLDO,QVWLWXWLRQV
)DLU YDOXHV IRU LQWHUHVWEHDULQJ GHSRVLWV LQ RWKHU ILQDQFLDO LQVWLWXWLRQV DUH HVWLPDWHG
XVLQJ GLVFRXQWHG FDVK IORZ DQDO\VHV XVLQJ LQWHUHVW UDWHV RIIHUHG DW HDFK UHSRUWLQJ
GDWHE\WKH%DQNIRUGHSRVLWVZLWKVLPLODUUHPDLQLQJPDWXULWLHVUHVXOWLQJLQD/HYHO
FODVVLILFDWLRQ
F  ,QYHVWPHQW6HFXULWLHV
)DLUYDOXHVIRUDYDLODEOHIRUVDOHLQYHVWPHQWVHFXULWLHVDUHEDVHGRQTXRWHGPDUNHW
SULFHVIRUVLPLODUVHFXULWLHVXVLQJPDWUL[SULFLQJUHVXOWLQJLQD/HYHOFODVVLILFDWLRQ
G  /RDQV
)DLUYDOXHVRIORDQVLVEDVHGRQWKHH[LWSULFHDQGHVWLPDWHGXVLQJGLVFRXQWHGFDVK
IORZDQDO\VHV7KHHVWLPDWLRQRIIDLUYDOXHVRIORDQVUHVXOWVLQD/HYHOFODVVLILFDWLRQ
DVLWUHTXLUHVYDULRXVDVVXPSWLRQVDQGFRQVLGHUDEOHMXGJHPHQWWRLQFRUSRUDWHIDFWRUV
UHOHYDQWZKHQVHOOLQJORDQVWRPDUNHWSDUWLFLSDQWVLQFOXGLQJDVVXPSWLRQVUHODWHGWR
PDUNHWLQWHUHVWUDWHVDQGH[SHFWHGFUHGLWORVVHV

H  )+/%DQG7,%6WRFN
,WLVQRWSUDFWLFDOWRGHWHUPLQHWKHIDLUYDOXHRI)+/%RU7,%VWRFNGXHWRUHVWULFWLRQV
SODFHGRQLWVWUDQVIHUDELOLW\
I  (TXLW\6HFXULWLHV
)DLUYDOXHRIHTXLW\VHFXULWLHVDUHEDVHGRQTXRWHGPDUNHWSULFHVUHVXOWLQJLQD/HYHO
FODVVLILFDWLRQ
J  'HSRVLWV
7KH IDLU YDOXHV GLVFORVHG IRU GHPDQG GHSRVLWV HJ LQWHUHVW DQG QRQLQWHUHVW
FKHFNLQJ  SDVVERRN VDYLQJV DQG FHUWDLQ W\SHV RI PRQH\ PDUNHW DFFRXQWV DUH E\
GHILQLWLRQ HTXDO WR WKH DPRXQW SD\DEOH RQ GHPDQG DW WKH UHSRUWLQJ GDWH LH WKHLU
FDUU\LQJ DPRXQW  UHVXOWLQJ LQ D /HYHO  FODVVLILFDWLRQ 7KH FDUU\LQJ DPRXQWV RI
YDULDEOHUDWHIL[HGWHUPPRQH\PDUNHWDFFRXQWVDQGFHUWLILFDWHVRIGHSRVLW
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)$,59$/8(0($685(0(176(continued)

)DLU9DOXH+LHUDUFK\(continued)

DSSUR[LPDWHWKHLUIDLUYDOXHVDWWKHUHSRUWLQJGDWHUHVXOWLQJLQD/HYHOFODVVLILFDWLRQ
)DLU YDOXHV IRU IL[HG UDWH FHUWLILFDWHV RI GHSRVLW DUH HVWLPDWHG XVLQJ D GLVFRXQWHG
FDVK IORZV FDOFXODWLRQ WKDW DSSOLHV LQWHUHVW UDWHV FXUUHQWO\ EHLQJ RIIHUHG RQ
FHUWLILFDWHV WR D VFKHGXOH RI DJJUHJDWHG H[SHFWHG PRQWKO\ PDWXULWLHV RQ WLPH
GHSRVLWVUHVXOWLQJLQD/HYHOFODVVLILFDWLRQ




K  %RUURZLQJV
7KH FDUU\LQJ DPRXQWV RI )HGHUDO IXQGV SXUFKDVHG ERUURZLQJV XQGHU UHSXUFKDVH
DJUHHPHQWVDQGRWKHUVKRUWWHUPERUURZLQJVJHQHUDOO\PDWXULQJZLWKLQQLQHW\GD\V
DSSUR[LPDWHWKHLUIDLUYDOXHVUHVXOWLQJLQD/HYHOFODVVLILFDWLRQ

L  2WKHU%RUURZLQJV
7KH IDLU YDOXHV RI WKH %DQN¶V ORQJWHUP ERUURZLQJV DUH HVWLPDWHG XVLQJ GLVFRXQWHG
FDVK IORZ DQDO\VHV EDVHG RQ WKH FXUUHQW ERUURZLQJ UDWHV IRU VLPLODU W\SHV RI
ERUURZLQJDUUDQJHPHQWVUHVXOWLQJLQD/HYHOFODVVLILFDWLRQ

M  $FFUXHG,QWHUHVW5HFHLYDEOH3D\DEOH
7KHFDUU\LQJDPRXQWVRIDFFUXHGLQWHUHVWUHFHLYDEOHDQGSD\DEOHDUHEDVHGRQWKH
IDLUYDOXHKLHUDUFK\RIWKHUHODWHGDVVHWRUOLDELOLW\

N  2IIEDODQFH6KHHW,QVWUXPHQWV
)DLU YDOXHV IRU RIIEDODQFH VKHHW FUHGLWUHODWHG ILQDQFLDO LQVWUXPHQWV DUH EDVHG RQ
IHHV FXUUHQWO\ FKDUJHG WR HQWHU LQWR VLPLODU DJUHHPHQWV WDNLQJ LQWR DFFRXQW WKH
UHPDLQLQJWHUPVRIWKHDJUHHPHQWVDQGWKHFRXQWHUSDUWLHV¶FUHGLWVWDQGLQJ7KHIDLU
YDOXHRIFRPPLWPHQWVLVQRWPDWHULDO
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)$,59$/8(0($685(0(176(continued)
)DLU9DOXH+LHUDUFK\ (continued)

7KHHVWLPDWHGFDUU\LQJDQGIDLUYDOXHVRIWKH%DQN VILQDQFLDOLQVWUXPHQWVDW'HFHPEHU
DQGDUHDVIROORZV(Dollars in thousands)









&DUU\LQJ

$PRXQW  /HYHO



 

)LQDQFLDODVVHWV
 &DVK GXHIURPEDQNV     
  
 )HGHUDOIXQGVVROG
 ,QWHUHVWEHDULQJGHSRVLWV
  ,QRWKHUILQDQFLDOLQVWLWXWLRQV  

 ,QYHVWPHQWVHFXULWLHV
 


 (TXLW\VHFXULWLHV
 
 /RDQVJURVV


 )+/%VWRFN


 7,%VWRFN
 $FFUXHGLQWHUHVWUHFHLYDEOH 




/HYHO

 

 




/HYHO


7RWDO

 

  













 
  





 


 
 
 


 
 



 


 
 
 
 
 
 
 1$
 
 1$
    












  

 


 















)LQDQFLDOOLDELOLWLHV
 'HSRVLWV


 $FFUXHGLQWHUHVWSD\DEOH 
 )HGHUDO+RPH/RDQ%DQN


  %RUURZLQJV












 




&DUU\LQJ

$PRXQW  /HYHO

 

)LQDQFLDODVVHWV
 &DVK GXHIURPEDQNV     


 )HGHUDOIXQGVVROG
 ,QWHUHVWEHDULQJGHSRVLWV
  ,QRWKHUILQDQFLDOLQVWLWXWLRQV 



 ,QYHVWPHQWVHFXULWLHV
 
 (TXLW\VHFXULWLHV


 /RDQVJURVV
 


 )+/%VWRFN


 7,%VWRFN
 $FFUXHGLQWHUHVWUHFHLYDEOH 


/HYHO


 

 




/HYHO


7RWDO

 

  



 
 





 
  





 


 
 
 


 
 



 
 

 
 
 
 
 
 
 1$
 
 1$
     












  

 


 















)LQDQFLDOOLDELOLWLHV
 'HSRVLWV


 $FFUXHGLQWHUHVWSD\DEOH 
 )HGHUDO+RPH/RDQ%DQN
  %RUURZLQJV
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)$,59$/8(0($685(0(176(continued)
)DLU9DOXH+LHUDUFK\ (continued)



7KHHVWLPDWHGIDLUYDOXHVGRQRWUHIOHFWDQ\SUHPLXPRUGLVFRXQWWKDWFRXOGUHVXOWIURP
RIIHULQJWKH%DQN VHQWLUHKROGLQJVRIDSDUWLFXODUILQDQFLDOLQVWUXPHQWIRUVDOH,QDGGLWLRQ
WKHWD[UDPLILFDWLRQVUHODWHGWRWKHUHDOL]DWLRQRIXQUHDOL]HGJDLQVDQGORVVHVFDQKDYHD
VLJQLILFDQWHIIHFWRQIDLUYDOXHHVWLPDWHVDQGKDYHQRWEHHQFRQVLGHUHGLQDQ\RIWKHVH
HVWLPDWHV

Assets and Liabilities Recorded at Fair Value

7KHUH ZHUH QR FKDQJHV LQ WKH YDOXDWLRQ WHFKQLTXHV XVHG GXULQJ   7KH IROORZLQJ
WDEOHVSUHVHQWLQIRUPDWLRQDERXWWKH%DQN VDVVHWVDQGOLDELOLWLHVPHDVXUHGDWIDLUYDOXH
RQDUHFXUULQJDQGQRQUHFXUULQJEDVLVDVRI'HFHPEHUDQG

5HFXUULQJ%DVLV

7KHIROORZLQJWDEOHVSUHVHQWLQIRUPDWLRQDERXWWKH%DQN VDVVHWVDQGOLDELOLWLHVPHDVXUHG
DW IDLU YDOXH RQ D UHFXUULQJ EDVLV DV RI 'HFHPEHU  DQG  (Dollars in
thousands):






'HVFULSWLRQ

$YDLODEOHIRUVDOHLQYHVWPHQWVHFXULWLHV
'HEWVHFXULWLHV
 86JRYHUQPHQWDJHQFLHV
 6WDWHDQGSROLWLFDOVXEGLYLVLRQ
 5HVLGHQWLDOPRUWJDJHEDFNHGVHFXULWLHV
 &RUSRUDWHGHEW
(TXLW\6HFXULWLHV
  7RWDODVVHWVPHDVXUHGDWIDLU
  YDOXHRQDUHFXUULQJEDVLV


 )DLU9DOXH  















 

/HYHO

 


/HYHO

 


 
 

 
 

 
 

 
 

 

/HYHO




 

 
 

 








'HVFULSWLRQ

$YDLODEOHIRUVDOHLQYHVWPHQWVHFXULWLHV
'HEWVHFXULWLHV
 86JRYHUQPHQWDJHQFLHV
 6WDWHDQGSROLWLFDOVXEGLYLVLRQ
 5HVLGHQWLDOPRUWJDJHEDFNHGVHFXULWLHV
 &RUSRUDWHGHEW
(TXLW\6HFXULWLHV
  7RWDODVVHWVPHDVXUHGDWIDLU
  YDOXHRQDUHFXUULQJEDVLV





 )DLU9DOXH  















 

/HYHO

 


/HYHO

 

/HYHO




 
 

 
 

 
 


 
 
 

 
 

 




'XULQJWKH\HDUVHQGHG'HFHPEHUDQGWKHUHZHUHQRWUDQVIHUVLQRURXW
RI/HYHOVRU
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)$,59$/8(0($685(0(176(continued)

1RQUHFXUULQJ%DVLV

7KH%DQNPD\EHUHTXLUHGIURPWLPHWRWLPHWRPHDVXUHFHUWDLQDVVHWVDQGOLDELOLWLHVDW
IDLUYDOXHRQDQRQUHFXUULQJEDVLV

7KHVH LQFOXGH DVVHWV WKDW DUH PHDVXUHG DW WKH ORZHU RI FRVW RU IDLU YDOXH WKDW ZHUH
UHFRJQL]HG DW IDLU YDOXH ZKLFK ZDV EHORZ FRVW DV RI 'HFHPEHU   DQG 
(Dollars in thousands):






'HVFULSWLRQ


,PSDLUHGORDQV
   5HVLGHQWLDOUHDOHVWDWH
   &RPPHUFLDO
   &RQVXPHUDQGRWKHU
7RWDOLPSDLUHGORDQV
7RWDODVVHWVPHDVXUHG
   DWIDLUYDOXHRQDQRQ
   UHFXUULQJEDVLV




)DLU9DOXH  


/HYHO

 


/HYHO



 


/HYHO












 
 
 


 
 
 





 

 



7RWDO*DLQV
 
/RVVHV  

 
 




 
   
 
   
   






'HVFULSWLRQ


,PSDLUHGORDQV
   5HVLGHQWLDO
   &RPPHUFLDO
   &RQVXPHUDQGRWKHU
7RWDOLPSDLUHGORDQV
7RWDODVVHWVPHDVXUHG
   DWIDLUYDOXHRQDQRQ
   UHFXUULQJEDVLV





)DLU9DOXH  


/HYHO

 


/HYHO


 


/HYHO












 
 
 


 
 
 





 

 



7RWDO*DLQV
 
/RVVHV  

 






 
 
   






,PSDLUHGORDQVWKDWDUHPHDVXUHGIRULPSDLUPHQWXVLQJWKHIDLUYDOXHRIWKHFROODWHUDOIRU
FROODWHUDO GHSHQGHQW ORDQV KDG D SULQFLSDO EDODQFH RI  ZLWK D YDOXDWLRQ
DOORZDQFH RI  DW 'HFHPEHU   UHVXOWLQJ LQ  RI DGGLWLRQDO
SURYLVLRQIRUORDQORVVHVIRUWKH\HDUHQGHG'HFHPEHU,PSDLUHGORDQVWKDWDUH
PHDVXUHG IRU LPSDLUPHQW XVLQJ WKH IDLU YDOXH RI WKH FROODWHUDO IRU FROODWHUDO GHSHQGHQW
ORDQV KDG D SULQFLSDO EDODQFH RI  ZLWK D YDOXDWLRQ DOORZDQFH RI  DW
'HFHPEHU   UHVXOWLQJ LQ  RI DGGLWLRQDO SURYLVLRQ IRU ORDQ ORVVHV IRU WKH
\HDUHQGHG'HFHPEHU
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)$,59$/8(0($685(0(176(continued)
1RQUHFXUULQJ%DVLV(continued)

7KH IDLU YDOXH RI FROODWHUDO GHSHQGHQW LPSDLUHG ORDQV ZLWK VSHFLILF DOORFDWLRQV RI WKH
DOORZDQFH IRU ORDQ ORVVHV LV JHQHUDOO\ EDVHG RQ UHFHQW UHDO HVWDWH DSSUDLVDOV 7KHVH
DSSUDLVDOV PD\ XWLOL]H D VLQJOH YDOXDWLRQ DSSURDFK RU D FRPELQDWLRQ RI DSSURDFKHV
LQFOXGLQJ FRPSDUDEOH VDOHV DQG WKH LQFRPH DSSURDFK $GMXVWPHQWV DUH URXWLQHO\PDGH
LQWKHDSSUDLVDOSURFHVVE\WKHLQGHSHQGHQWDSSUDLVHUVWRDGMXVWIRUGLIIHUHQFHVEHWZHHQ
WKHFRPSDUDEOHVDOHVDQGLQFRPHGDWDDYDLODEOH6XFKDGMXVWPHQWVDUHRIWHQVLJQLILFDQW
DQG UHVXOW LQ D /HYHO  FODVVLILFDWLRQ RI WKH LQSXWV IRU GHWHUPLQLQJ IDLU YDOXH ,PSDLUHG
ORDQV HYDOXDWHG XQGHU WKH GLVFRXQWHG FDVK IORZ PHWKRG DUH H[FOXGHG IURP WKH WDEOH
DERYH7KHGLVFRXQWHGFDVKIORZPHWKRGDVSUHVFULEHGE\WRSLFLVQRWDIDLUYDOXH
PHDVXUHPHQWVLQFHWKHGLVFRXQWUDWHXWLOL]HGLVWKHORDQ¶VHIIHFWLYHLQWHUHVWUDWHZKLFKLV
QRWDPDUNHWUDWH

1RQUHDO HVWDWH FROODWHUDO PD\ EH YDOXHG XVLQJ DQ DSSUDLVDO QHW ERRN YDOXH SHU WKH
ERUURZHU¶V ILQDQFLDO VWDWHPHQWV RU DFFRXQW UHFHLYDEOH DJLQJ UHSRUWV DGMXVWHG RU
GLVFRXQWHGEDVHGRQPDQDJHPHQW¶VKLVWRULFDONQRZOHGJHFKDQJHVLQPDUNHWFRQGLWLRQV
IURPWKHWLPHRIWKHYDOXDWLRQDQGPDQDJHPHQW¶VH[SHUWLVHDQGNQRZOHGJHRIWKHFOLHQW
DQG FOLHQW¶V EXVLQHVV UHVXOWLQJ LQ D /HYHO  IDLU YDOXH FODVVLILFDWLRQ 1RQUHDO HVWDWH
LPSDLUHGORDQVDUHHYDOXDWHGRQDTXDUWHUO\EDVLVIRUDGGLWLRQDOLPSDLUPHQWDQGDGMXVWHG
DFFRUGLQJO\


2WKHUUHDOHVWDWHRZQHG 25(2 LVPHDVXUHGDWIDLUYDOXHOHVVHVWLPDWHGFRVWVWRVHOO
)DLU YDOXHV DUH EDVHG RQ UHFHQW UHDO HVWDWH DSSUDLVDOV 7KHVH DSSUDLVDOV PD\ XVH D
VLQJOH YDOXDWLRQ DSSURDFK RU D FRPELQDWLRQ RI DSSURDFKHV LQFOXGLQJ FRPSDUDEOH VDOHV
DQGWKHLQFRPHDSSURDFK$GMXVWPHQWVDUHURXWLQHO\PDGHLQWKH DSSUDLVDOSURFHVVE\
WKHLQGHSHQGHQWDSSUDLVHUVWRDGMXVWIRUGLIIHUHQFHVEHWZHHQWKHFRPSDUDEOHVDOHVDQG
LQFRPH GDWD DYDLODEOH 6XFK DGMXVWPHQWV DUH RIWHQ VLJQLILFDQW DQG UHVXOW LQ D /HYHO 
FODVVLILFDWLRQRIWKHLQSXWVIRUGHWHUPLQLQJIDLUYDOXH25(2SURSHUWLHVDUHHYDOXDWHGRQ
DVHPLDQQXDOEDVLVIRUDGGLWLRQDOLPSDLUPHQWDQGDGMXVWHGDFFRUGLQJO\


$SSUDLVDOV IRU ERWK FROODWHUDOGHSHQGHQW LPSDLUHG ORDQV DQG 25(2 DUH SHUIRUPHG E\
FHUWLILHGJHQHUDODSSUDLVHUV IRUFRPPHUFLDOSURSHUWLHV RUFHUWLILHGUHVLGHQWLDODSSUDLVHUV
IRU UHVLGHQWLDO SURSHUWLHV  ZKRVH TXDOLILFDWLRQV DQG OLFHQVHV KDYH EHHQ UHYLHZHG DQG
YHULILHG E\ WKH DSSUDLVDO PDQDJHPHQW JURXS HQJDJHG E\ WKH %DQN 2QFH UHFHLYHG D
PHPEHURIWKHORDQGHSDUWPHQWUHYLHZVWKHDVVXPSWLRQVDQGDSSURDFKHVXWLOL]HGLQWKH
DSSUDLVDODVZHOODVWKHRYHUDOOUHVXOWLQJIDLUYDOXHLQFRPSDULVRQZLWKLQGHSHQGHQWGDWD
VRXUFHVVXFKDVUHFHQWPDUNHWGDWDRULQGXVWU\ZLGHVWDWLVWLFV%RWKFROODWHUDOGHSHQGHQW
LPSDLUHG ORDQV DQG 25(2 ZKLFK DUH QRW LQ HVFURZ DUH DSSUDLVHG HYHU\ VL[ PRQWKV WR
HQVXUH D IDLU PDUNHW YDOXH LV EHLQJ XVHG WR FDOFXODWH SRVVLEOH FROODWHUDO VKRUWIDOOV )RU
WKRVHSURSHUWLHVLQHVFURZWKH%DQNXVHVWKHFRQWUDFWSULFHOHVVDFWXDOFRVWRIVDOHDV
WKDWSULFHLVGHWHUPLQHGWREHPDUNHWYDOXH

7KH%DQNKDGQR25(2DVRI'HFHPEHUDQG7KHUHZHUHQROLDELOLWLHV
PHDVXUHGDWIDLUYDOXHRQDUHFXUULQJRUQRQUHFXUULQJEDVLVDW'HFHPEHUDQG
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$9$,/$%/()256$/(,19(670(176(&85,7,(6

7KHDPRUWL]HGFRVWDQGHVWLPDWHGIDLUYDOXHRIDYDLODEOHIRUVDOHLQYHVWPHQWVHFXULWLHVDW
'HFHPEHUDQGFRQVLVWHGRIWKHIROORZLQJ(Dollars in thousands):















 $PRUWL]HG 

&RVW

86JRYHUQPHQWDJHQFLHV

6WDWHDQGSROLWLFDOVXEGLYLVLRQ 

5HVLGHQWLDOPRUWJDJH
 EDFNHGVHFXULWLHV


&RUSRUDWHGHEW


 


















 $PRUWL]HG 

&RVW

86JRYHUQPHQWDJHQFLHV


6WDWHDQGSROLWLFDOVXEGLYLVLRQ 
5HVLGHQWLDOPRUWJDJH
 EDFNHGVHFXULWLHV


&RUSRUDWHGHEW


 



 BBBBBBBBBBBBBBBBBBBBBB

*URVV
 
*URVV
  (VWLPDWHG
 8QUHDOL]HG   8QUHDOL]HG  
)DLU

*DLQV
  /RVVHV  
9DOXH


     


     





    
 
 
   






 BBBBBBBBBBBBBBBBBBBBBB

*URVV
 
*URVV
  (VWLPDWHG
 8QUHDOL]HG   8QUHDOL]HG  
)DLU

*DLQV
  /RVVHV  
9DOXH


   


     





     
  
 
   



1HWXQUHDOL]HGJDLQVRQDYDLODEOHIRUVDOHLQYHVWPHQWVHFXULWLHVWRWDOLQJZHUH
UHFRUGHGQHWRILQWD[OLDELOLWLHVDVDFFXPXODWHGRWKHUFRPSUHKHQVLYHLQFRPH
ZLWKLQVKDUHKROGHUV HTXLW\DW'HFHPEHU1HWXQUHDOL]HGORVVHVRQDYDLODEOHIRU
VDOHLQYHVWPHQWVHFXULWLHVWRWDOLQJZHUHUHFRUGHGQHWRILQWD[DVVHWV
DV DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH ZLWKLQ VKDUHKROGHUV  HTXLW\ DW 'HFHPEHU


7KH IROORZLQJ WDEOH VXPPDUL]HV WKH VHFXULWLHV VROG DQG FDOOHG IRU WKH \HDU HQGHG
'HFHPEHUDQG(Dollars in thousands)








 





 





 

 


 3URFHHGV  *URVV*DLQV*URVV/RVVHV

 

6DOHV
 
  
      

 

&DOOV
 
  
 

 


 
  
  





 

  


 3URFHHGV   *URVV*DLQV 

  

6DOHV
 
  


  

&DOOV
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7KHIROORZLQJWDEOHVVXPPDUL]HVHFXULWLHVZLWKXQUHDOL]HGORVVHVDW'HFHPEHU
DQG 'HFHPEHU  DJJUHJDWHG E\ PDMRU VHFXULW\ W\SH DQG OHQJWK RI WLPH LQ D
FRQWLQXRXVXQUHDOL]HGORVVSRVLWLRQ(Dollars in thousands):










/HVV7KDQ0RQWKV0RQWKVRU/RQJHU7RWDO


)DLU8QUHDOL]HG)DLU8QUHDOL]HG)DLU8QUHDOL]HG

9DOXH/RVVHV9DOXH/RVVHV9DOXH/RVVHV
$YDLODEOHIRUVDOH
 86JRYHUQPHQWDJHQFLHV     

 6WDWHDQG3ROLWLFDO
 6XEGLYLVLRQ
    


  
  
 
 

5HVLGHQWLDO0RUWJDJH

EDFNHGVHFXULWLHV
       

7RWDODYDLODEOHIRUVDOH      








/HVV7KDQ0RQWKV0RQWKVRU/RQJHU7RWDO


)DLU8QUHDOL]HG)DLU8QUHDOL]HG)DLU8QUHDOL]HG

9DOXH/RVVHV9DOXH/RVVHV9DOXH/RVVHV
$YDLODEOHIRUVDOH
 86JRYHUQPHQWDJHQFLHV     
 

 
   
  
 
 6WDWHDQG3ROLWLFDO
 6XEGLYLVLRQ
    

5HVLGHQWLDO0RUWJDJH

EDFNHGVHFXULWLHV
         

7RWDODYDLODEOHIRUVDOH      
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8QUHDOL]HG ORVVHV RQ DOO VHFXULWLHV KDYH QRW EHHQ UHFRJQL]HG LQWR LQFRPH EHFDXVH WKH
LVVXHU¶VVHFXULWLHVDUHRIKLJKFUHGLWTXDOLW\PDQDJHPHQWGRHVQRWLQWHQGWRVHOODQGLWLV
PRUHOLNHO\WKDQQRWWKDWPDQDJHPHQWZLOOQRWEHUHTXLUHGWRVHOOWKHVHFXULWLHVSULRUWR
WKHLU DQWLFLSDWHG UHFRYHU\ DQG WKH GHFOLQH LQ IDLU YDOXH LV ODUJHO\ GXH WR FKDQJHV LQ
LQWHUHVWUDWHVDQGRWKHUPDUNHWFRQGLWLRQV7KHIDLUYDOXHLVH[SHFWHGWRUHFRYHUDVWKH
ERQGVDSSURDFKPDWXULW\


7KH DPRUWL]HG FRVW DQG HVWLPDWHG IDLU YDOXH RI LQYHVWPHQW VHFXULWLHV DW 'HFHPEHU 
DQGE\FRQWUDFWXDOPDWXULW\DUHVKRZQEHORZ([SHFWHGPDWXULWLHVZLOOGLIIHU
IURP FRQWUDFWXDO PDWXULWLHV EHFDXVH WKH LVVXHUV RI WKH VHFXULWLHV PD\ KDYH WKH ULJKW WR
FDOO RU SUHSD\ REOLJDWLRQV ZLWK RU ZLWKRXW FDOO RU SUHSD\PHQW SHQDOWLHV (Dollars in
thousands):


  



 
   










:LWKLQRQH\HDU
2QHWRWKUHH\HDUV
7KUHH\HDUVWKURXJKILYH\HDUV
$IWHU\HDUV

 $PRUWL]HG  (VWLPDWHG   $PRUWL]HG   (VWLPDWHG

&RVW
 )DLU9DOXH  
&RVW
  )DLU9DOXH 

     


   
 

 
 

 
  


 



 

 



 

 

 

 

 

 

 



 
 ,QYHVWPHQWVHFXULWLHVQRWGXHDWD
VLQJOHPDWXULW\GDWH
 5HVLGHQWLDOPRUWJDJHEDFNHG
VHFXULWLHVDQGVPDOOEXVLQHVV
DGPLQLVWUDWLRQVHFXULWLHV


  





/2$16

2XWVWDQGLQJ ORDQV DW 'HFHPEHU   DQG  DUH VXPPDUL]HG EHORZ (Dollars in
thousands)



 


&RPPHUFLDO

 

5HDOHVWDWH±FRPPHUFLDO

 

5HDOHVWDWH±UHVLGHQWLDO

 

&RQVWUXFWLRQ

 

&RQVXPHUDQGRWKHU

 

   

 



'HIHUUHGORDQRULJLQDWLRQIHHVQHWRIFRVWV
$OORZDQFHIRUORDQORVVHV
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/2$16(continued)

7KH WDEOH DERYH LQFOXGHV ORDQV DFTXLUHG DW IDLU YDOXH RQ -DQXDU\   ZLWK
RXWVWDQGLQJ EDODQFHV RI  DQG  DV RI 'HFHPEHU  DQG
UHVSHFWLYHO\

7KH %DQN GHIHUUHG  DQG  LQ VDODULHV DQG HPSOR\HH EHQHILWV DV ORDQ
RULJLQDWLRQFRVWVIRUWKH\HDUVHQGHG'HFHPEHUDQGUHVSHFWLYHO\

/RDQVZLWKDIDLUYDOXHRIDSSUR[LPDWHO\DQGZHUHSOHGJHG
WRVHFXUHERUURZLQJDUUDQJHPHQWVDVRI'HFHPEHUDQGUHVSHFWLYHO\
1RWH 

/RDQ6HUYLFLQJ

7KH %DQN VHUYLFHV 6%$ ORDQV IRU WKH 6%$ DV ZHOO DV LQVWLWXWLRQDO LQYHVWRUV WKDW KDYH
SXUFKDVHGJRYHUQPHQWJXDUDQWHHGSRUWLRQVRIFHUWDLQORDQV$W'HFHPEHUDQG
WKH%DQNZDVVHUYLFLQJDSSUR[LPDWHO\PLOOLRQDQGPLOOLRQLQ6%$ORDQV
SUHYLRXVO\ VROG 7KH QHW FDUU\LQJ YDOXH RI VHUYLFLQJ ULJKWV DVVRFLDWHG ZLWK WKHVH ORDQV
ZDV DSSUR[LPDWHO\  DQG  DV RI 'HFHPEHU   DQG 
UHVSHFWLYHO\7KHFDUU\LQJYDOXHDSSUR[LPDWHGWKHIDLUYDOXHDW'HFHPEHUDQG

6%$3D\FKHFN3URWHFWLRQ3URJUDP/RDQV
7KH %DQN SDUWLFLSDWHG LQ WKH 6%$ 3D\FKHFN 3URWHFWLRQ 3URJUDP ³333´  ZKLFK DUH
IHGHUDOO\ JXDUDQWHHG ORDQV LQWHQGHG WR SURYLGH ORDQV WR VPDOO EXVLQHVVHV WR SD\ WKHLU
HPSOR\HHVUHQWPRUWJDJHLQWHUHVWDQGXWLOLWLHV7KHORDQVPD\EHIRUJLYHQXSRQFHUWDLQ
FRQGLWLRQVEHLQJPHWLQFOXGLQJWKHERUURZHUSURYLGLQJSD\UROOGRFXPHQWDWLRQHYLGHQFLQJ
FRPSOLDQFHZLWKWKHSURJUDP7KH%DQNEHJDQDFFHSWLQJ333DSSOLFDWLRQVLQ$SULO
DQG RULJLQDWHG  PLOOLRQ RI 333 ORDQV GXULQJ WKH \HDU $V RI 'HFHPEHU  
WKH%DQNKDGPLOOLRQLQ333ORDQVRXWVWDQGLQJDQGKDGUHFRJQL]HGPLOOLRQDV
LQWHUHVW DQG IHHV RQ 333 ORDQV LQ WKH 6WDWHPHQWV RI ,QFRPH IRU WKH \HDU HQGHG
'HFHPEHU   'HIHUUHG SURFHVVLQJ IHHV RXWVWDQGLQJ ZHUH  PLOOLRQ DW
'HFHPEHU3URFHVVLQJIHHVDUHGHIHUUHGDQGUHFRJQL]HGRYHUWKHFRQWUDFWXDO
OLIHRIWKHORDQRUDFFHOHUDWHGDWIRUJLYHQHVV$VRI'HFHPEHUWKH%DQNKDG
PLOOLRQRI333ORDQVWKDWZHUHIRUJLYHQRUSDLGRII
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$//2:$1&()25/2$1/266(6




7KH IROORZLQJ WDEOHV SUHVHQW WKH DFWLYLW\ LQ WKH DOORZDQFH IRU ORDQ ORVVHV E\ SRUWIROLR
VHJPHQWIRUWKH\HDUVHQGLQJ'HFHPEHUDQG (Dollars in thousands):



'HFHPEHU
$OORZDQFHIRUORDQORVVHV
 %HJLQQLQJEDODQFH
 3URYLVLRQ EHQHILW IRU
  ORDQORVVHV
 /RDQVFKDUJHGRII
 5HFRYHULHV
(QGLQJEDODQFHDOORZDQFH


 &RPPHUFLDO 

5HDO
(VWDWH±
&RPPHUFLDO 

5HDO
(VWDWH±
5HVLGHQWLDO

&RQVXPHU
 DQG
&RQVWUXFWLRQ  2WKHU 





















 








 
 
 
 



 
 
 
 


 




7RWDO



























 







'HFHPEHU
$OORZDQFHIRUORDQORVVHV
 %HJLQQLQJEDODQFH
 3URYLVLRQ EHQHILW IRU
  ORDQORVVHV
 /RDQVFKDUJHGRII
 5HFRYHULHV
(QGLQJEDODQFHDOORZDQFH


 &RPPHUFLDO 

5HDO
(VWDWH±
&RPPHUFLDO 

5HDO
(VWDWH±
5HVLGHQWLDO

&RQVXPHU
 DQG
&RQVWUXFWLRQ  2WKHU 




















 
 








 
 
 
 

 













 
 
 
 



  










7RWDO
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$//2:$1&()25/2$1/266(6(continued)

7KH IROORZLQJ WDEOH VKRZV WKH DOORFDWLRQ RI WKH DOORZDQFH IRU ORDQ ORVVHV DW 'HFHPEHU
E\SRUWIROLRVHJPHQWDQGE\LPSDLUPHQWPHWKRGRORJ\(Dollars in thousands 




$OORZDQFHIRU&UHGLW/RVVHV
(QGLQJEDODQFHDOORFDWHG
 WRSRUWIROLRVHJPHQWV

(QGLQJEDODQFHLQGLYLGXDOO\
 HYDOXDWHGIRULPSDLUPHQW

(QGLQJEDODQFHFROOHFWLYHO\
 HYDOXDWHGIRULPSDLUPHQW

/RDQV
(QGLQJEDODQFH

(QGLQJEDODQFHLQGLYLGXDOO\
 HYDOXDWHGIRULPSDLUPHQW

(QGLQJEDODQFHFROOHFWLYHO\
 HYDOXDWHGIRULPSDLUPHQW


 &RPPHUFLDO 

5HDO
(VWDWH±
&RPPHUFLDO 

5HDO
(VWDWH±
5HVLGHQWLDO

&RQVXPHU
 DQG
&RQVWUXFWLRQ  2WKHU 

8QDOORFDWHG 





























































































 







































 



7RWDO



 
      
 
 



7KH IROORZLQJ WDEOH VKRZV WKH DOORFDWLRQ RI WKH DOORZDQFH IRU ORDQ ORVVHV DW 'HFHPEHU
E\SRUWIROLRVHJPHQWDQGE\LPSDLUPHQWPHWKRGRORJ\(Dollars in thousands 




$OORZDQFHIRU&UHGLW/RVVHV
(QGLQJEDODQFHDOORFDWHG
 WRSRUWIROLRVHJPHQWV

(QGLQJEDODQFHLQGLYLGXDOO\
 HYDOXDWHGIRULPSDLUPHQW

(QGLQJEDODQFHFROOHFWLYHO\
 HYDOXDWHGIRULPSDLUPHQW

/RDQV
(QGLQJEDODQFH

(QGLQJEDODQFHLQGLYLGXDOO\
 HYDOXDWHGIRULPSDLUPHQW

(QGLQJEDODQFHFROOHFWLYHO\
 HYDOXDWHGIRULPSDLUPHQW


 &RPPHUFLDO 

5HDO
(VWDWH±
&RPPHUFLDO 

5HDO
(VWDWH±
5HVLGHQWLDO

&RQVXPHU
 DQG
&RQVWUXFWLRQ  2WKHU 

8QDOORFDWHG 





























































































 





















































 



















7RWDO
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$//2:$1&()25/2$1/266(6(continued)
7KH IROORZLQJ WDEOH VKRZV WKH ORDQ SRUWIROLR DOORFDWHG E\ PDQDJHPHQW V LQWHUQDO ULVN
UDWLQJVDW'HFHPEHU Dollars in thousands 







&UHGLW([SRVXUH
&UHGLW5LVN3URILOHE\,QWHUQDOO\$VVLJQHG*UDGH




*UDGH
 3DVV
 6SHFLDO0HQWLRQ
 6XEVWDQGDUG

  7RWDO


5HDO
5HDO

&RQVXPHU

(VWDWH±
(VWDWH±

DQG
&RPPHUFLDO &RPPHUFLDO 5HVLGHQWLDO &RQVWUXFWLRQ  2WKHU  

7RWDO





 
 
 

 
 
 

 
 
 

 
 
 

 
 
 







 

 

 

 

 







7KH IROORZLQJ WDEOH VKRZV WKH ORDQ SRUWIROLR DOORFDWHG E\ PDQDJHPHQW V LQWHUQDO ULVN
UDWLQJVDW'HFHPEHU Dollars in thousands 







&UHGLW([SRVXUH
&UHGLW5LVN3URILOHE\,QWHUQDOO\$VVLJQHG*UDGH




*UDGH
 3DVV
 6SHFLDO0HQWLRQ
 6XEVWDQGDUG

  7RWDO


5HDO
5HDO

&RQVXPHU

(VWDWH±
(VWDWH±

DQG
&RPPHUFLDO &RPPHUFLDO 5HVLGHQWLDO &RQVWUXFWLRQ  2WKHU  

7RWDO





 
 
 

 
 
 

 
 
 

 
 
 

 
 
 







 

 

 

 

 









7KHIROORZLQJWDEOHVKRZVDQDJLQJDQDO\VLVRIWKHORDQSRUWIROLRE\WKHWLPHSDVWGXHDW
'HFHPEHU Dollars in thousands 











&RPPHUFLDO
5HDO(VWDWH±&RPPHUFLDO
5HDO(VWDWH±5HVLGHQWLDO
&RQVWUXFWLRQ
&RQVXPHUDQG2WKHU

   7RWDO

'D\V
 3DVW'XH 












'D\VDQG
6WLOO$FFUXLQJ











 


7RWDO
1RQDFFUXDO  3DVW'XH   &XUUHQW 

 
  

 
 


 
 




 
 


 

 

 

 7RWDO 
  

 







 




7KHIROORZLQJWDEOHVKRZVDQDJLQJDQDO\VLVRIWKHORDQSRUWIROLRE\WKHWLPHSDVWGXHDW
'HFHPEHU Dollars in thousands 


&RPPHUFLDO
5HDO(VWDWH±&RPPHUFLDO
5HDO(VWDWH±5HVLGHQWLDO
&RQVWUXFWLRQ
&RQVXPHUDQG2WKHU

   7RWDO

'D\V
 3DVW'XH 












'D\VDQG
6WLOO$FFUXLQJ











 


7RWDO
1RQDFFUXDO  3DVW'XH   &XUUHQW 

 
 


  


 
 




 
 


 

 

 

 7RWDO 
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$//2:$1&()25/2$1/266(6(continued)
'XULQJ WKH \HDUV HQGHG 'HFHPEHU   DQG  WKH %DQN KDG  DQG
RILQWHUHVWLQFRPHIRUHJRQHIURPORDQVRQQRQDFFUXDOVWDWXV

7KH IROORZLQJ WDEOH VKRZV LQIRUPDWLRQ UHODWHG WR LPSDLUHG ORDQV DW DQG IRU WKH \HDU
HQGHG'HFHPEHU Dollars in thousands 




:LWKRXWDQDOORZDQFH
 UHFRUGHG
 &RPPHUFLDO
 5HDO(VWDWH5HVLGHQWLDO
 5HDO(VWDWH±&RPPHUFLDO
  

:LWKDQDOORZDQFHUHFRUGHG
 &RPPHUFLDO
 &RQVXPHUDQG2WKHU
 
7RWDO
 &RPPHUFLDO
 5HDO(VWDWH5HVLGHQWLDO
 5HDO(VWDWH&RPPHUFLDO
 &RQVWUXFWLRQ
 &RQVXPHUDQG2WKHU

   


8QSDLG

$YHUDJH
,QWHUHVW
5HFRUGHG
3ULQFLSDO
5HODWHG
5HFRUGHG
,QFRPH
 ,QYHVWPHQW   %DODQFH   $OORZDQFH   ,QYHVWPHQW  5HFRJQL]HG




 
 
 

 
 
 




 
 

 
 





















 







 
  
 
 

 
 

 
 







 
 
 
 
 













 

 

 









 






7KH IROORZLQJ WDEOH VKRZV LQIRUPDWLRQ UHODWHG WR LPSDLUHG ORDQV DW DQG IRU WKH \HDU
HQGHG'HFHPEHU Dollars in thousands 




:LWKRXWDQDOORZDQFH
 UHFRUGHG
 5HDO(VWDWH5HVLGHQWLDO

:LWKDQDOORZDQFHUHFRUGHG
 &RPPHUFLDO
 &RQVXPHUDQG2WKHU

7RWDO
 &RPPHUFLDO
 5HDO(VWDWH5HVLGHQWLDO
 &RQVWUXFWLRQ
 &RQVXPHUDQG2WKHU

   



8QSDLG

$YHUDJH
,QWHUHVW 
5HFRUGHG
3ULQFLSDO
5HODWHG
5HFRUGHG
,QFRPH
 ,QYHVWPHQW   %DODQFH   $OORZDQFH   ,QYHVWPHQW  5HFRJQL]HG
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$//2:$1&()25/2$1/266(6(continued)

7KHUHFRUGHGLQYHVWPHQWLQORDQVH[FOXGHVDFFUXHGLQWHUHVWUHFHLYDEOHDQGORDQ
RULJLQDWLRQIHHVGXHWRLPPDWHULDOLW\)RUSXUSRVHVRIWKLVGLVFORVXUHWKHXQSDLGSULQFLSDO
EDODQFHLVQRWUHGXFHGIRUSDUWLDOFKDUJHRIIV


)RU WKH \HDUV HQGHG 'HFHPEHU   DQG  WKH %DQN GLG QRW UHFRJQL]H DQ\
LQFRPHRQDFDVKEDVLV

7URXEOHG'HEW5HVWUXFWXULQJV

,QFOXGHG LQ LPSDLUHG ORDQV DW 'HFHPEHU   DUH WKUHH ORDQV LQ WKH DPRXQW RI
 WKDW DUH FRQVLGHUHG WR EH WURXEOHG GHEW UHVWUXFWXULQJV ,QFOXGHG LQ LPSDLUHG
ORDQVDW'HFHPEHUDUHWZRORDQVLQWKHDPRXQWRIWKDWDUHFRQVLGHUHG
WR EH WURXEOHG GHEW UHVWUXFWXULQJV 7KH %DQN KDV DOORFDWHG  DQG  RI
VSHFLILF UHVHUYHV WR FXVWRPHUV ZKRVH ORDQ WHUPV KDYH EHHQ PRGLILHG LQ WURXEOHG GHEW
UHVWUXFWXULQJVDVRI'HFHPEHUDQGUHVSHFWLYHO\

([FOXGLQJ3D\FKHFN3URWHFWLRQ3URJUDPORDQVWKH%DQNKDVQRWFRPPLWWHGWROHQGDQ\
DGGLWLRQDOIXQGVWRFXVWRPHUVZLWKRXWVWDQGLQJORDQVWKDWDUHFODVVLILHGDVWURXEOHGGHEW
UHVWUXFWXULQJVDVRI'HFHPEHU

7KH %DQN KDG  DQG  RI WURXEOHG GHEW UHVWUXFWXULQJV GXULQJ WKH \HDUV
HQGLQJ'HFHPEHUDQGUHVSHFWLYHO\

7KHIROORZLQJWDEOHSUHVHQWVORDQVE\FODVVPRGLILHGDVWURXEOHGGHEWUHVWUXFWXULQJVWKDW
RFFXUUHGGXULQJWKH\HDUHQGLQJ'HFHPEHU








1XPEHURI/RDQV

3UH0RGLILFDWLRQ
2XWVWDQGLQJ5HFRUGHG
,QYHVWPHQW

3RVW0RGLILFDWLRQ
2XWVWDQGLQJ5HFRUGHG
,QYHVWPHQW





7URXEOHG'HEW5HVWUXFWXULQJV
&RPPHUFLDO 


7KHIROORZLQJWDEOHSUHVHQWVORDQVE\FODVVPRGLILHGDVWURXEOHGGHEWUHVWUXFWXULQJVWKDW
RFFXUUHGGXULQJWKH\HDUHQGLQJ'HFHPEHU








1XPEHURI/RDQV






7URXEOHG'HEW5HVWUXFWXULQJV
&RQVXPHUDQG2WKHU


3UH0RGLILFDWLRQ
2XWVWDQGLQJ5HFRUGHG
,QYHVWPHQW



3RVW0RGLILFDWLRQ
2XWVWDQGLQJ5HFRUGHG
,QYHVWPHQW


 

7KH WURXEOHG GHEW UHVWUXFWXULQJV GHVFULEHG DERYH LQFUHDVHG WKH DOORZDQFH IRU ORDQ
ORVVHVE\DQGDQGUHVXOWHGLQFKDUJHRIIVGXULQJWKH\HDUVHQGLQJ
'HFHPEHUDQG

7KHUH ZHUH QR ORDQV PRGLILHG DV WURXEOHG GHEW UHVWUXFWXULQJV IRU ZKLFK WKHUH ZDV D
SD\PHQWGHIDXOWZLWKLQWZHOYHPRQWKVIROORZLQJWKHPRGLILFDWLRQGXULQJWKH\HDUVHQGLQJ
'HFHPEHUDQG
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$//2:$1&()25/2$1/266(6(continued)

7URXEOHG'HEW5HVWUXFWXULQJV(continued)

$ORDQLVFRQVLGHUHGWREHLQSD\PHQWGHIDXOWW\SLFDOO\GD\VIURPWKHFRQWUDFWXDOGXH
GDWH

7KH %DQN SURYLGHG ORDQ SULQFLSDO DQG LQWHUHVW SD\PHQW GHIHUUDOV WR FHUWDLQ ERUURZHUV
LPSDFWHGE\&29,'ZKRZHUHFXUUHQWLQWKHLUSD\PHQWVDWWKHLQFHSWLRQRIWKH%DQN¶V
ORDQ PRGLILFDWLRQ SURJUDP $V RI 'HFHPEHU   WKH %DQN KDG RQH ORDQ RQ
SULQFLSDODQGLQWHUHVWGHIHUUDOUHSUHVHQWLQJ$GGLWLRQDOO\WKH%DQNLVZRUNLQJ
ZLWK ERUURZHUV LPSDFWHG E\ &29,' DQG SURYLGLQJ PRGLILFDWLRQV WR LQFOXGH SULQFLSDO
RQO\GHIHUUDOV$VRI'HFHPEHUWKH%DQNKDG&RPPHUFLDO5HDO(VWDWHDQG
&RPPHUFLDO  ,QGXVWULDO ORDQV RQ SULQFLSDO RQO\ GHIHUUDO ZLWK FRPELQHG RXWVWDQGLQJ
EDODQFHVWRWDOLQJ


$OO RI WKH %DQN GHIHUUDOV DUH H[FOXGHG IURP WURXEOHG GHEW UHVWUXFWXULQJ FODVVLILFDWLRQ
XQGHU6HFWLRQRIWKH&$5(6$FWRUXQGHUDSSOLFDEOHLQWHUDJHQF\JXLGDQFHRIWKH
IHGHUDO EDQNLQJ UHJXODWRUV 7KHVH ORDQV ZLOO QRW EH UHSRUWHG DV SDVW GXH GXULQJ WKH
GHIHUUDO SHULRG 7KH ERUURZHUV DUH DOO UHTXLUHG WR UHVXPH PDNLQJ UHJXODUO\ VFKHGXOHG
ORDQSD\PHQWVDWWKHHQGRIWKHGHIHUUDOSHULRG




,Q RUGHU WR GHWHUPLQH ZKHWKHU D ERUURZHU LV H[SHULHQFLQJ ILQDQFLDO GLIILFXOW\ DQ
HYDOXDWLRQLVSHUIRUPHGRIWKHSUREDELOLW\WKDWWKHERUURZHUZLOOEHLQSD\PHQWGHIDXOWRQ
DQ\ RI LWV GHEW LQ WKH IRUHVHHDEOH IXWXUH ZLWKRXW WKH PRGLILFDWLRQ 7KLV HYDOXDWLRQ LV
SHUIRUPHGXQGHUWKH%DQN¶VLQWHUQDOXQGHUZULWLQJSROLF\

%$1.35(0,6(6$1'(48,30(17

%DQN SUHPLVHV DQG HTXLSPHQW FRQVLVWHG RI WKH IROORZLQJ DW 'HFHPEHU   DQG
(Dollars in thousands)



 


)XUQLWXUHIL[WXUHVDQGHTXLSPHQW

 

/HDVHKROGLPSURYHPHQWV

 

%XLOGLQJ

 

%XLOGLQJ,PSURYHPHQWV

 

/DQG

 
 



   

 

  /HVVDFFXPXODWHGGHSUHFLDWLRQDQGDPRUWL]DWLRQ

  
 
   

 


'HSUHFLDWLRQ DQG DPRUWL]DWLRQ LQFOXGHG LQ RFFXSDQF\ DQG HTXLSPHQW H[SHQVH WRWDOHG
 DQG  IRU WKH \HDUV HQGLQJ 'HFHPEHU   DQG 
UHVSHFWLYHO\
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/($6(6
7KH %DQN HQWHUV LQWR OHDVHV LQ WKH QRUPDO FRXUVH RI EXVLQHVV SULPDULO\ IRU IXOO VHUYLFH
EUDQFKHVDQGOHQGLQJFHQWHUV7KH%DQN¶VOHDVHVKDYHUHPDLQLQJWHUPVUDQJLQJIURP
WR\HDUVVRPHRIZKLFKLQFOXGHUHQHZDORSWLRQVWRH[WHQGWKHOHDVHIRUXSWR\HDUV

7KH%DQNOHDVHVLWVKHDGTXDUWHUVEUDQFKIDFLOLWLHV H[FHSW3DVR5REOHVZKLFKLVRZQHG
E\ WKH %DQN  DQG OHQGLQJ RIILFHV XQGHU QRQFDQFHODEOH RSHUDWLQJ OHDVHV 'XULQJ 
WKH%DQNH[HUFLVHGLWVILYH\HDUUHQHZDORSWLRQIRULWVKHDGTXDUWHUVDQG6DQWD%DUEDUD
EUDQFK DQG DPHQGHG WKH OHDVH WR LQFOXGH WZR DGGLWLRQDO  \HDU UHQHZDO RSWLRQV 7KH
%DQNDOVRUHFHLYHGDWHQDQWLPSURYHPHQWDOORZDQFHRIDVSDUWRIWKHDPHQGHG
OHDVH DJUHHPHQW 7KH OHDVH LQFOXGHV DQ DQQXDO UHQW DGMXVWPHQW EDVHG RQ FKDQJHV LQ
WKH&RQVXPHU3ULFH,QGH[ &3, ZLWKDIORRURIDQGDFDSRI7KHOHDVHIRUWKH
0RQWHFLWR EUDQFK H[SLUHV RQ $SULO   DQG KDV RQH WHQ \HDU UHQHZDO RSWLRQ 7KH
OHDVHLQFOXGHVUHQWDGMXVWPHQWVHYHU\\HDUVEDVHGRQFKDQJHVLQWKH&RQVXPHU3ULFH
,QGH[ &3, ZLWKDIORRURIDQGDFDSRI7KHOHDVHIRUWKH*ROHWDEUDQFKH[SLUHV
RQ$XJXVWDQGKDVWZRILYH\HDUUHQHZDORSWLRQV7KHOHDVHLQFOXGHVDQQXDO
VFKHGXOHG UHQW LQFUHDVHV RI IL[HG DPRXQWV 7KH OHDVH IRU WKH 5HVLGHQWLDO /HQGLQJ
'HSDUWPHQW H[SLUHV RQ 2FWREHU   DQG KDV WZR ILYH \HDU UHQHZDO RSWLRQV 7KH
OHDVH LQFOXGHV DQ DQQXDO UHQW DGMXVWPHQW RI  7KH OHDVH IRU WKH 6DQWD %DUEDUD
&RPPHUFLDO /HQGLQJ &HQWHU FRPPHQFHG LQ 0D\  DQG H[SLUHV LQ 0D\  7KH
OHDVHKDVWZRILYH\HDUUHQHZDORSWLRQVDQGLQFOXGHVDQDQQXDOUHQWDGMXVWPHQWRI
7KH %DQN DOVR UHFHLYHG D  WHQDQW LPSURYHPHQW DOORZDQFH DV SDUW RI WKH OHDVH
DJUHHPHQW


7KH%DQNHQWHUHGLQWRWZRVHSDUDWHOHDVHVLQIRUDIXOOVHUYLFHEUDQFKDQGDORDQ
SURGXFWLRQRIILFHLQ6DQ/XLV2ELVSR7KHOHDVHIRUWKHIXOOVHUYLFHEUDQFKFRPPHQFHG
RQ-XQHDQGH[SLUHVLQ0D\7KHOHDVHLQFOXGHVDQDQQXDOUHQWDGMXVWPHQW
RI  DQG KDV IRXU  \HDU UHQHZDO RSWLRQV 7KH %DQN UHFHLYHG D OHVVHH LPSURYHPHQW
DOORZDQFHRIDVSDUWRIWKHOHDVHDJUHHPHQW7KHOHDVHIRUWKHORDQSURGXFWLRQ
RIILFH FRPPHQFHG RQ -XQH   DQG H[SLUHV LQ 0D\  7KH OHDVH LQFOXGHV DQ
DQQXDOUHQWDGMXVWPHQWRIDQGKDVIRXU\HDUUHQHZDORSWLRQV7KH%DQNUHFHLYHGD
OHVVHHLPSURYHPHQWDOORZDQFHRIDVSDUWRIWKHOHDVHDJUHHPHQW

7KH %DQN LQFOXGHV OHDVH H[WHQVLRQ DQG WHUPLQDWLRQ RSWLRQV LQ WKH OHDVH WHUP LI DIWHU
FRQVLGHULQJUHOHYDQWHFRQRPLFIDFWRUVLWLVUHDVRQDEO\FHUWDLQWKH%DQNZLOOH[HUFLVHWKH
RSWLRQ,QDGGLWLRQWKH%DQNKDVHOHFWHGWRDFFRXQWIRUDQ\QRQOHDVHFRPSRQHQWVLQLWV
UHDOHVWDWHOHDVHVDVSDUWRIWKHDVVRFLDWHGOHDVHFRPSRQHQW7KH%DQNKDVDOVRHOHFWHG
QRWWRUHFRJQL]HOHDVHVZLWKRULJLQDOOHDVHWHUPVRIPRQWKVRUOHVV VKRUWWHUPOHDVHV 
RQWKH%DQN¶VEDODQFHVKHHW

/HDVHVDUHFODVVLILHGDVRSHUDWLQJRUILQDQFHOHDVHVDWWKHOHDVHFRPPHQFHPHQWGDWH
/HDVHH[SHQVHIRURSHUDWLQJOHDVHVDQGVKRUWWHUPOHDVHVLVUHFRJQL]HGRQDVWUDLJKW
OLQH EDVLV RYHU WKH OHDVH WHUP 5LJKWRIXVH DVVHWV UHSUHVHQW RXU ULJKW WR XVH DQ
XQGHUO\LQJDVVHWIRUWKHOHDVHWHUPDQGOHDVHOLDELOLWLHVUHSUHVHQWRXUREOLJDWLRQWRPDNH
OHDVH SD\PHQWV DULVLQJ IURP WKH OHDVH 5LJKWRIXVH DVVHWV DQG OHDVH OLDELOLWLHV DUH
UHFRJQL]HGDW WKH OHDVH FRPPHQFHPHQW GDWH EDVHG RQ WKH HVWLPDWHG SUHVHQW YDOXH RI
OHDVHSD\PHQWVRYHUWKHOHDVHWHUP
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/($6(6(continued)

7KH%DQNXVHVLWVLQFUHPHQWDOERUURZLQJUDWHDWOHDVHFRPPHQFHPHQWWRFDOFXODWHWKH
SUHVHQW YDOXH RI OHDVH SD\PHQWV ZKHQ WKH UDWH LPSOLFLW LQ D OHDVH LV QRW NQRZQ 7KH
%DQN¶V LQFUHPHQWDO ERUURZLQJ UDWH LV EDVHG RQ WKH 86 7UHDVXU\ UDWH DGMXVWHG IRU WKH
OHDVHWHUPDQGRWKHUIDFWRUV

$VRI'HFHPEHUDQGDOORIWKH%DQN¶VOHDVHVDUHFODVVLILHGDVRSHUDWLQJ
OHDVHV 5LJKWRIXVH DVVHWV ZHUH  DQG  DQG OHDVH OLDELOLWLHV ZHUH
DQGDVRI'HFHPEHUDQGUHVSHFWLYHO\


5HQWDOH[SHQVHQHWRIVXEOHDVHLQFRPHLQFOXGHGLQRFFXSDQF\DQGHTXLSPHQWH[SHQVH
WRWDOHG  DQG  IRU WKH \HDUV HQGHG 'HFHPEHU   DQG 
UHVSHFWLYHO\

/HDVH2EOLJDWLRQV

)XWXUHXQGLVFRXQWHGOHDVHSD\PHQWVIRURSHUDWLQJOHDVHVZLWKLQLWLDOWHUPVRIRQH\HDU
RUPRUHDVRI'HFHPEHUDUHDVIROORZV(Dollars in thousands)

<HDU(QGLQJ'HFHPEHU
2SHUDWLQJ/HDVH























7KHUHDIWHU



7RWDOXQGLVFRXQWHGOHDVHSD\PHQWV



/HVVLPSXWHGLQWHUHVW

 

1HWOHDVHOLDELOLWLHV



7KH%DQNVXEOHDVHVFHUWDLQH[FHVVVSDFH7KHVXEOHDVHH[SLUHVRQ2FWREHU
DQG KDV QR UHQHZDO RSWLRQV 7KH OHDVH LQFOXGHV DQ DQQXDO UHQW DGMXVWPHQW RI 
)XWXUHPLQLPXPOHDVHUHFHLYDEOHVDUHDVIROORZV(Dollars in thousands)


<HDU(QGLQJ'HFHPEHU
2SHUDWLQJ/HDVH











7KHUHDIWHU







6XSSOHPHQWDO/HDVH,QIRUPDWLRQ


   

2SHUDWLQJOHDVHZHLJKWHGDYHUDJHUHPDLQLQJ
OHDVHWHUP \HDUV 
2SHUDWLQJOHDVHZHLJKWHGDYHUDJHGLVFRXQWUDWH







'HFHPEHU 'HFHPEHU
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27+(55($/(67$7(2:1('

$W 'HFHPEHU   DQG 'HFHPEHU   WKH %DQN KDG QR SURSHUWLHV DFTXLUHG
WKURXJKIRUHFORVXUHRUGHHGLQOLHX
*22':,//$1',17$1*,%/($66(76
%XVLQHVV FRPELQDWLRQV LQYROYLQJ WKH %DQN¶V DFTXLVLWLRQ RI WKH HTXLW\ LQWHUHVWV RU QHW
DVVHWVRIDQRWKHUHQWHUSULVHJLYHULVHWRJRRGZLOO7RWDOJRRGZLOODW'HFHPEHU
DQGZDVPLOOLRQ7RWDOJRRGZLOODW'HFHPEHUDQGUHSUHVHQWHG
WKHH[FHVVRIWKHFRVWRI%6%RYHUWKHQHWRIWKHDPRXQWVDVVLJQHGWRDVVHWVDFTXLUHG
DQGOLDELOLWLHVDVVXPHGLQWKHWUDQVDFWLRQVDFFRXQWHGIRUXQGHUWKHSXUFKDVHPHWKRGRI
DFFRXQWLQJ7KHYDOXHRIJRRGZLOOLVXOWLPDWHO\GHULYHGIURPWKH%DQN¶VDELOLW\WRJHQHUDWH
QHWHDUQLQJVDIWHUWKHDFTXLVLWLRQVDQGLVQRWGHGXFWLEOHIRUWD[SXUSRVHV$GHFOLQHLQQHW
HDUQLQJV FRXOG EH LQGLFDWLYH RI D GHFOLQH LQ WKH IDLU YDOXH RI JRRGZLOO DQG UHVXOW LQ
LPSDLUPHQW)RUWKDWUHDVRQJRRGZLOOLVDVVHVVHGDWOHDVWDQQXDOO\IRULPSDLUPHQW

7KH %DQN KDV VHOHFWHG2FWREHU  DV WKH GDWH WR SHUIRUP WKH DQQXDO LPSDLUPHQW WHVW
0DQDJHPHQW DVVHVVHG TXDOLWDWLYH IDFWRUV LQFOXGLQJ SHUIRUPDQFH WUHQGV DQG QRWHG QR
IDFWRUVLQGLFDWLQJJRRGZLOOLPSDLUPHQW

*RRGZLOO LV DOVR WHVWHG IRU LPSDLUPHQW EHWZHHQ DQQXDO WHVWV LI DQ HYHQW RFFXUV RU
FLUFXPVWDQFHVFKDQJHWKDWZRXOGPRUHOLNHO\WKDQQRWUHGXFHWKHIDLUYDOXHRIWKH%DQN
EHORZ LWV FDUU\LQJ DPRXQW1R VXFK HYHQWV RU FLUFXPVWDQFHV DURVH GXULQJ WKH IRXUWK
TXDUWHURIVRJRRGZLOOZDVQRWUHTXLUHGWREHUHWHVWHG

7KHLQWDQJLEOHDVVHWVDW'HFHPEHUDQGUHSUHVHQWWKHHVWLPDWHGIDLUYDOXH
RI WKH FRUH GHSRVLW UHODWLRQVKLSV DFTXLUHG LQ WKH DFTXLVLWLRQ RI %6%&RUH GHSRVLW
LQWDQJLEOHVDUHEHLQJDPRUWL]HGXVLQJDPHWKRGWKDWDSSUR[LPDWHVWKHHIIHFWLYHLQWHUHVW
PHWKRGRYHUDQHVWLPDWHGOLIHRIVHYHQ\HDUVIURPWKHGDWHRIDFTXLVLWLRQ$W'HFHPEHU
WKHJURVVFDUU\LQJYDOXHRILQWDQJLEOHDVVHWVZDVDQGDFFXPXODWHG
DPRUWL]DWLRQ WRWDOHG 0DQDJHPHQW HYDOXDWHV WKH UHPDLQLQJ XVHIXO OLYHV
DQQXDOO\ WR GHWHUPLQH ZKHWKHU HYHQWV RU FLUFXPVWDQFHV ZDUUDQW D UHYLVLRQ WR WKH
UHPDLQLQJSHULRGVRIDPRUWL]DWLRQ%DVHGRQWKHHYDOXDWLRQQRFKDQJHVWRWKHUHPDLQLQJ
XVHIXO OLYHV ZDV UHTXLUHG 0DQDJHPHQW SHUIRUPHG DQ DQQXDO LPSDLUPHQW WHVW RQ FRUH
GHSRVLW LQWDQJLEOHV RQ 2FWREHU   DQG GHWHUPLQHG WKDW QR LPSDLUPHQW H[LVWHG
$PRUWL]DWLRQH[SHQVHUHFRJQL]HGZDVIRUDQG








7KH IROORZLQJ WDEOH VXPPDUL]HV WKH %DQN V HVWLPDWHG FRUH GHSRVLW LQWDQJLEOH
DPRUWL]DWLRQH[SHQVHIRUHDFKRIWKHQH[WWKUHH\HDUV(Dollars in thousands)



<HDU(QGLQJ


(VWLPDWHG&RUH'HSRVLW

 'HFHPEHU 

,QWDQJLEOH$PRUWL]DWLRQ
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7,0('(326,76

7LPHGHSRVLWVDVRI'HFHPEHUKDYHWKHIROORZLQJPDWXULWLHVE\\HDU(Dollars in
thousands)





















7LPH GHSRVLWV RI  WKRXVDQG RU PRUH ZHUH  DQG  DW
'HFHPEHUDQGUHVSHFWLYHO\

,1&20(7$;(6
7KH SURYLVLRQ IRU LQFRPH WD[HV IRU WKH \HDUV HQGHG 'HFHPEHU   DQG 
FRQVLVWHGRIWKHIROORZLQJ(Dollars in thousands)



 


&XUUHQW

  )HGHUDO

  
 
  6WDWH

  
 
   
   
  
'HIHUUHG

  )HGHUDO

  
 
  6WDWH

  
 
   

   
  
3URYLVLRQIRULQFRPHWD[HV

  



(IIHFWLYHWD[UDWHVGLIIHUIURPWKHIHGHUDOVWDWXWRU\UDWHRIDSSOLHGWRLQFRPHEHIRUH
LQFRPHWD[HVGXHWRWKHIROORZLQJ



















)HGHUDOVWDWXWRU\UDWHWLPHVILQDQFLDO
 VWDWHPHQWLQFRPH
(IIHFWRI
 6WDWHLQFRPHWD[HVQHWRIIHGHUDOWD[EHQHILW
 6KDUHEDVHGFRPSHQVDWLRQ
 7D[H[HPSWLQWHUHVW
 2WKHUQHW
7RWDO
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,1&20(7$;(6(continued)
'HIHUUHG WD[ DVVHWV OLDELOLWLHV  DW 'HFHPEHU   DQG  FRQVLVWHG RI WKH
IROORZLQJ DQG DUH UHFRUGHG RQ WKH EDODQFH VKHHW ZLWK DFFUXHG LQWHUHVW UHFHLYDEOH DQG
RWKHUDVVHWVRUDFFUXHGLQWHUHVWSD\DEOHDQGRWKHUOLDELOLWLHV(Dollars in thousands)






















'HIHUUHGWD[DVVHWV
 2UJDQL]DWLRQFRVWV
 /HDVHOLDELOLW\
 $OORZDQFHIRUORDQORVVHV
 $FFUXHGH[SHQVHV
 6KDUHEDVHGFRPSHQVDWLRQ
 8QUHDOL]HGORVVRQDYDLODEOHIRUVDOH
   LQYHVWPHQWVHFXULWLHV
 1HWRSHUDWLQJORVVFDUU\IRUZDUG
 )DLUYDOXHDGMXVWPHQWV
 6WDWHWD[HV
 2WKHU
   'HIHUUHGWD[DVVHWV






















 


















 

 
 
























'HIHUUHGWD[OLDELOLWLHV
 'HIHUUHGORDQFRVWV
 5LJKWRIXVHDVVHW
 3UHPLVHVDQGHTXLSPHQW
 8QUHDOL]HGJDLQRQDYDLODEOHIRUVDOH
   LQYHVWPHQWVHFXULWLHV
 3UHSDLGH[SHQVHV
 2WKHU
   7RWDOGHIHUUHGWD[OLDELOLWLHV
   1HWGHIHUUHGWD[DVVHW










  
  
  

  
  
  

  
  
 
  
  


   
 
 





$VRI'HFHPEHUDQGPDQDJHPHQWSHUIRUPHGDQHYDOXDWLRQRIWKH%DQN¶V
QHW GHIHUUHG WD[ DVVHW DQG GHWHUPLQHG WKDW LW ZDV PRUH OLNHO\ WKDQ QRW WKDW WKH %DQN
ZRXOGEHDEOHWRXWLOL]HLWVQHWGHIHUUHGWD[DVVHW7KHUHIRUHQRYDOXDWLRQDOORZDQFHLV
QHFHVVDU\IRU


7KH%DQNILOHVLQFRPHWD[UHWXUQVLQWKH8QLWHG6WDWHVDQG&DOLIRUQLDMXULVGLFWLRQV7KH
%DQNLVQRORQJHUVXEMHFWWRH[DPLQDWLRQE\IHGHUDOWD[LQJDXWKRULWLHVIRUWD[\HDUVSULRU
WR  DQG LV QR ORQJHU VXEMHFW WR H[DPLQDWLRQ E\ &DOLIRUQLD WD[LQJ DXWKRULWLHV IRU WD[
\HDUV SULRU WR  7KHUH DUH FXUUHQWO\ QR SHQGLQJ IHGHUDO RU VWDWH LQFRPH WD[
H[DPLQDWLRQVE\WD[DXWKRULWLHV


7KH %DQN KDV QR XQFHUWDLQ WD[ SRVLWLRQV DQG KDV QRW DFFUXHG IRU DQ\ LQWHUHVW RU
SHQDOWLHVDVRI'HFHPEHURU7KH%DQNGRHVQRWH[SHFWWKHWRWDODPRXQW
RIXQUHFRJQL]HGWD[EHQHILWVWRVLJQLILFDQWO\LQFUHDVHLQWKHQH[WWZHOYHPRQWKV


$V RI 'HFHPEHU  WKH %DQN KDV QHW RSHUDWLQJ ORVVHV ³12/V´  DYDLODEOH WR
FDUU\IRUZDUGIRUIHGHUDOWD[SXUSRVHVWRWDOLQJPLOOLRQ)HGHUDO12/FDUU\IRUZDUGV
ZLOOH[SLUHDWYDULRXVGDWHVIURPWRLIXQXVHG$OOIHGHUDO12/VZHUHDFTXLUHG
LQWKH%6%DFTXLVLWLRQLQ7KHXWLOL]DWLRQRIWKHVH12/FDUU\IRUZDUGVE\WKH%DQN
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,1&20(7$;(6(continued)
IRU IHGHUDO WD[ SXUSRVHV LV VXEMHFW WR ,QWHUQDO 5HYHQXH &RGH 6HF  ZLWK OLPLWDWLRQV
SODFHGRQWKHDPRXQWRI12/VWKDWFDQEHXWLOL]HGDQQXDOO\7KHDQQXDOOLPLWDWLRQLV
DSSUR[LPDWHO\  PLOOLRQ IRU IHGHUDO SXUSRVHV 7KH %DQN GRHV QRW KRZHYHU EHOLHYH
WKDW WKH DQQXDO OLPLWDWLRQ ZLOO LPSDFW WKH XOWLPDWH GHGXFWLELOLW\ RI WKHVH 12/
FDUU\IRUZDUGV





%2552:,1*$55$1*(0(176

7KH %DQN KDV XQVHFXUHG )HGHUDO IXQGV OLQHV RI FUHGLW ZLWK IRXU RI LWV FRUUHVSRQGHQW
EDQNVXQGHUZKLFKLWFDQERUURZXSWRLQWKHDJJUHJDWH7KHUHZHUHLQ
ERUURZLQJVRXWVWDQGLQJXQGHUWKHVHDUUDQJHPHQWVDVRI'HFHPEHUDQG

,Q DGGLWLRQWKH %DQN KDV DQ DUUDQJHPHQW ZLWK WKH )HGHUDO +RPH /RDQ %DQN ³)+/%´ 
XQGHUZKLFKLWPD\ERUURZDQDPRXQWQRWWRH[FHHGRIWRWDODVVHWVZKLFKPXVWEH
IXOO\VHFXUHGE\TXDOLI\LQJORDQV$W'HFHPEHUDPRXQWVSOHGJHGDQGDYDLODEOH
XQGHU VXFK OLPLWV DW WKH )+/% ZHUH DSSUR[LPDWHO\  DQG 
UHVSHFWLYHO\$W'HFHPEHUDPRXQWVSOHGJHGDQGDYDLODEOHXQGHUVXFKOLPLWVDW
WKH )+/% ZHUH DSSUR[LPDWHO\  DQG  UHVSHFWLYHO\ $V RI
'HFHPEHU   DQG  WKH %DQN KDG )+/% ERUURZLQJV RXWVWDQGLQJ RI
DQGUHVSHFWLYHO\)+/%ERUURZLQJVPDWXUHLQ$SULO$VRI
'HFHPEHUDQGWKH%DQNKDGDOHWWHURIFUHGLWVHFXUHGZLWKWKH)HGHUDO
+RPH /RDQ %DQN WR VHFXUH ORFDO DJHQF\ GHSRVLWV LQ WKH DPRXQW RI  DQG
UHVSHFWLYHO\

7KH %DQN KDV D VKRUWWHUP ERUURZLQJ DUUDQJHPHQW ZLWK WKH )HGHUDO 5HVHUYH %DQN
WKURXJK WKH 'LVFRXQW :LQGRZ 7KH %DQN KDV SOHGJHG FHUWDLQ ORDQV WR VHFXUH
ERUURZLQJV 7KH ERUURZLQJ FDSDFLW\ XQGHU WKH DJUHHPHQW YDULHV GHSHQGLQJ RQ WKH
DPRXQW DQG W\SH RI ORDQV SOHGJHG 7KHUH ZHUH QR ERUURZLQJV RXWVWDQGLQJ XQGHU WKH
DJUHHPHQW DW 'HFHPEHU   RU  DQG WKH %DQN KDG  RI UHDGLO\
DYDLODEOHERUURZLQJFDSDFLW\DW'HFHPEHUEDVHGRQFXUUHQWO\SOHGJHGORDQV

&200,70(176$1'&217,1*(1&,(6

)LQDQFLDO,QVWUXPHQWV:LWK2II%DODQFH6KHHW5LVN

7KH %DQN LV D SDUW\ WR ILQDQFLDO LQVWUXPHQWV ZLWK RIIEDODQFH VKHHW ULVN LQ WKH QRUPDO
FRXUVHRIEXVLQHVVLQRUGHUWRPHHWWKHILQDQFLQJQHHGVRILWVFXVWRPHUVDQGWRUHGXFH
LWVRZQH[SRVXUHWRIOXFWXDWLRQVLQLQWHUHVWUDWHV7KHVHILQDQFLDOLQVWUXPHQWVFRQVLVWRI
WKHIROORZLQJ(Dollars in thousands)

'HFHPEHU 'HFHPEHU



 


&RPPLWPHQWVWRH[WHQGFUHGLW

 

6WDQGE\OHWWHUVRIFUHGLW
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&200,70(176$1'&217,1*(1&,(6(continued)
)LQDQFLDO,QVWUXPHQWV:LWK2II%DODQFH6KHHW5LVN(continued)

7KH%DQN VH[SRVXUHWRFUHGLWORVVLQWKHHYHQWRIQRQSHUIRUPDQFHE\WKHRWKHUSDUW\IRU
FRPPLWPHQWV WR H[WHQG FUHGLW LV UHSUHVHQWHG E\ WKH FRQWUDFWXDO DPRXQW RI WKRVH
LQVWUXPHQWV7KH%DQNXVHVWKHVDPHFUHGLWSROLFLHVLQPDNLQJFRPPLWPHQWVDVLWGRHV
IRUORDQVLQFOXGHGRQWKHEDODQFHVKHHWV


&RPPLWPHQWVWRH[WHQGFUHGLWDUHDJUHHPHQWVWROHQGWRDFXVWRPHUDVORQJDVWKHUHLV
QR YLRODWLRQ RI DQ\ FRYHQDQW HVWDEOLVKHG LQ WKH FRQWUDFW &RPPLWPHQWV JHQHUDOO\ KDYH
IL[HG H[SLUDWLRQ GDWHV RU RWKHU WHUPLQDWLRQ FODXVHV DQG PD\ UHTXLUH SD\PHQW RI D IHH
6LQFHVRPHRIWKHFRPPLWPHQWVDUHH[SHFWHGWRH[SLUHZLWKRXWEHLQJGUDZQXSRQWKH
WRWDO FRPPLWPHQW DPRXQWV GR QRW QHFHVVDULO\ UHSUHVHQW IXWXUH FDVK UHTXLUHPHQWV
7KHVH FRPPLWPHQWV DUH QRUPDOO\ XQIXQGHG SRUWLRQV RI SUHYLRXVO\ DSSURYHG OLQHV RI
FUHGLW7KH%DQNHYDOXDWHVHDFKFXVWRPHU VFUHGLWZRUWKLQHVVRQDFDVHE\FDVHEDVLV

7KHDPRXQWRIFROODWHUDOREWDLQHGLIGHHPHGQHFHVVDU\E\WKH%DQNXSRQH[WHQVLRQRI
FUHGLW LV EDVHG RQ PDQDJHPHQW V FUHGLW HYDOXDWLRQ RI WKH ERUURZHU &ROODWHUDO KHOG
YDULHV EXW PD\ LQFOXGH GHSRVLW DFFRXQWV PDUNHWDEOH VHFXULWLHV DFFRXQWV UHFHLYDEOH
LQYHQWRU\HTXLSPHQWDQGGHHGVRIWUXVWRQFRPPHUFLDORUUHVLGHQWLDOUHDOHVWDWH

6WDQGE\ OHWWHUV RI FUHGLW DUH FRQGLWLRQDO FRPPLWPHQWV LVVXHG WR JXDUDQWHH WKH
SHUIRUPDQFHRIDFOLHQWWRDWKLUGSDUW\7KHFUHGLWULVNLQYROYHGLQLVVXLQJVWDQGE\OHWWHUV
RI FUHGLW LV HVVHQWLDOO\ WKH VDPH DV WKDW LQYROYHG LQ H[WHQGLQJ ORDQV WR FOLHQWV 7KH IDLU
YDOXHRIWKHOLDELOLW\UHODWHGWRWKHVHVWDQGE\OHWWHUVRIFUHGLWZKLFKUHSUHVHQWVWKHIHHV
UHFHLYHGIRULVVXLQJWKHJXDUDQWHHVZDVQRWVLJQLILFDQWDW'HFHPEHUDQG

7KH%DQNUHFRJQL]HVWKHVHIHHVDVUHYHQXHRYHUWKHWHUPRIWKHFRPPLWPHQWRUZKHQ
WKHFRPPLWPHQWLVXVHG


$V RI 'HFHPEHU   XQVHFXUHG FRPPHUFLDO ORDQ FRPPLWPHQWV UHSUHVHQW
DSSUR[LPDWHO\  RI WRWDO FRPPLWPHQWV DQG WKH PDMRULW\ RI WKHVH FRPPLWPHQWV KDYH
YDULDEOH LQWHUHVW UDWHV 2WKHU UHDO HVWDWH ORDQV ZKLFK DUH FROODWHUDOL]HG DQG JHQHUDOO\
KDYHDGMXVWDEOHLQWHUHVWUDWHVUHSUHVHQWDSSUR[LPDWHO\RIWRWDOFRPPLWPHQWV+RPH
HTXLW\OLQHVRIFUHGLWZKLFKDUHFROODWHUDOL]HGDQGJHQHUDOO\KDYHYDULDEOHLQWHUHVWUDWHV
UHSUHVHQW DSSUR[LPDWHO\  RI WRWDO FRPPLWPHQWV 6HFXUHG FRQVWUXFWLRQ ORDQ
FRPPLWPHQWV UHSUHVHQW DSSUR[LPDWHO\  RI WRWDO FRPPLWPHQWV DQG KDYH SULPDULO\
IL[HG UDWHV $JULFXOWXUDO SURGXFWLRQ UHSUHVHQWV DSSUR[LPDWHO\  RI WRWDO FRPPLWPHQWV
7KH UHPDLQLQJ  RI ORDQ FRPPLWPHQWV UHSUHVHQW RWKHU FRQVXPHU ORDQV ZKLFK DUH
FROODWHUDOL]HGDQGXQFROODWHUDOL]HGDQGJHQHUDOO\KDYHYDULDEOHLQWHUHVWUDWHV

$V RI 'HFHPEHU   XQVHFXUHG FRPPHUFLDO ORDQ FRPPLWPHQWV UHSUHVHQW
DSSUR[LPDWHO\  RI WRWDO FRPPLWPHQWV DQG WKH PDMRULW\ RI WKHVH FRPPLWPHQWV KDYH
YDULDEOH LQWHUHVW UDWHV 2WKHU UHDO HVWDWH ORDQV ZKLFK DUH FROODWHUDOL]HG DQG JHQHUDOO\
KDYHDGMXVWDEOHLQWHUHVWUDWHVUHSUHVHQWDSSUR[LPDWHO\RIWRWDOFRPPLWPHQWV+RPH
HTXLW\OLQHVRIFUHGLWZKLFKDUHFROODWHUDOL]HGDQGJHQHUDOO\KDYHYDULDEOHLQWHUHVWUDWHV
UHSUHVHQW DSSUR[LPDWHO\  RI WRWDO FRPPLWPHQWV  6HFXUHG FRQVWUXFWLRQ ORDQ
FRPPLWPHQWV UHSUHVHQW DSSUR[LPDWHO\  RI WRWDO FRPPLWPHQWV DQG KDYH SULPDULO\
IL[HGUDWHV$JULFXOWXUDOSURGXFWLRQUHSUHVHQWVDSSUR[LPDWHO\RIWRWDOFRPPLWPHQWV
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&200,70(176$1'&217,1*(1&,(6(continued)
)LQDQFLDO,QVWUXPHQWV:LWK2II%DODQFH6KHHW5LVN(continued)

7KH UHPDLQLQJ  RI ORDQ FRPPLWPHQWV UHSUHVHQW RWKHU FRQVXPHU ORDQV ZKLFK DUH
FROODWHUDOL]HGDQGXQFROODWHUDOL]HGDQGJHQHUDOO\KDYHYDULDEOHLQWHUHVWUDWHV


&RQFHQWUDWLRQVRI&UHGLW5LVN


$FRQFHQWUDWLRQRIFUHGLWLVGHILQHGE\WKH)HGHUDO5HVHUYH%DQNDVORDQVDQGRUORDQ
FRPPLWPHQWVWR  DQ\LQGLYLGXDOERUURZHU  VPDOOLQWHUUHODWHGJURXSRILQGLYLGXDOV
  VLQJOH UHSD\PHQW VRXUFH ZLWK QRUPDO FUHGLW ULVN RU JUHDWHU DQG   DQ LQGLYLGXDO
SURMHFWWKDWUHSUHVHQWVRUPRUHRIDEDQN¶V7LHU,FDSLWDODQGUHVHUYHV

7KH %DQN JUDQWV UHDO HVWDWH FRQVWUXFWLRQ DQG FRPPHUFLDO ORDQV WR FXVWRPHUV LQ 6DQWD
%DUEDUD &RXQW\ 6DQ /XLV 2ELVSR &RXQW\ DQG VXUURXQGLQJ DUHDV DQG D VXEVWDQWLDO
SRUWLRQRILWVSRUWIROLRLVVHFXUHGE\FRPPHUFLDODQGUHVLGHQWLDOUHDOHVWDWH

&RQFHQWUDWLRQVPD\DOVRH[LVWZKHQFHUWDLQW\SHVRIORDQVH[FHHGRIWKH%DQN¶V
WRWDOFDSLWDO ³7&´ 

$W'HFHPEHUDFRQFHQWUDWLRQUHSUHVHQWLQJDSSUR[LPDWHO\RIWKH%DQN V
7&ZDVLQ 5HDO(VWDWH±&RPPHUFLDOORDQV7KHVHORDQVLQFOXGHERWKRZQHURFFXSLHG
DQGQRQRZQHURFFXSLHGFRPPHUFLDOUHDOHVWDWHORDQVDQGDUHZLWKLQDYDULHW\RIW\SHV
5HVLGHQWLDOUHDOHVWDWHORDQVDOVRUHSUHVHQWHGDFRQFHQWUDWLRQRIDSSUR[LPDWHO\RI
WKH%DQN V7&7KHVHORDQVLQFOXGHRZQHURFFXSLHGDQGQRQRZQHURFFXSLHGDGMXVWDEOH
UHVLGHQWLDOUHDOHVWDWHORDQVYDULDEOHKRPHHTXLW\OLQHVDQGIL[HGUDWHVKRUWWHUP QRQ
UHYROYLQJFUHGLWV

$W'HFHPEHUDFRQFHQWUDWLRQUHSUHVHQWLQJDSSUR[LPDWHO\RIWKH%DQN V
7&ZDVLQ 5HDO(VWDWH±&RPPHUFLDOORDQV7KHVHORDQVLQFOXGHERWKRZQHURFFXSLHG
DQGQRQRZQHURFFXSLHGFRPPHUFLDOUHDOHVWDWHORDQVDQGDUHZLWKLQDYDULHW\RIW\SHV
5HVLGHQWLDOUHDOHVWDWHORDQVDOVRUHSUHVHQWHGDFRQFHQWUDWLRQRIDSSUR[LPDWHO\RI
WKH%DQN V7&7KHVHORDQVLQFOXGHRZQHURFFXSLHGDQGQRQRZQHURFFXSLHGDGMXVWDEOH
UHVLGHQWLDOUHDOHVWDWHORDQVYDULDEOHKRPHHTXLW\OLQHVDQGIL[HGUDWHVKRUWWHUP QRQ
UHYROYLQJFUHGLWV

$OWKRXJK PDQDJHPHQW EHOLHYHV WKH ORDQV ZLWKLQ WKHVH FRQFHQWUDWLRQV KDYH QR PRUH
WKDQWKHQRUPDOULVNRIFROOHFWDELOLW\DFRQWLQXHGVXEVWDQWLDOGHFOLQHLQWKHSHUIRUPDQFH
RIWKHHFRQRP\RUDFRQWLQXHGGHFOLQHLQUHDOHVWDWHYDOXHVLQWKH%DQN VSULPDU\PDUNHW
DUHDFRXOGKDYHDQDGYHUVHLPSDFWRQWKHFROOHFWDELOLW\RIWKHVHORDQV


&RQFHQWUDWLRQVLQ'HSRVLWDQG/RDQ5HODWLRQVKLSV


$VRI'HFHPEHUDQGWKH%DQNGLGQRWKDYHDQ\GHSRVLWFXVWRPHUVWKDW
H[FHHGRIWRWDOGHSRVLWV


$V RI 'HFHPEHU   DQG  WKH %DQN GLG QRW KDYH DQ\ ORDQ FXVWRPHUV WKDW
H[FHHGRIWRWDOORDQV
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&200,70(176$1'&217,1*(1&,(6(continued)

)HGHUDO5HVHUYH5HTXLUHPHQWV


*HQHUDOO\ %DQNV DUH UHTXLUHG WR PDLQWDLQ UHVHUYHV ZLWK WKH )HGHUDO 5HVHUYH %DQN RI
6DQ )UDQFLVFR WKH )5%  HTXDO WR D SHUFHQWDJH RI WKHLU UHVHUYDEOH GHSRVLWV ,W ZDV
DQQRXQFHG RQ 0DUFK   WKDW WKH %RDUG RI *RYHUQRUV RI WKH )HGHUDO 5HVHUYH
6\VWHP UHGXFHG UHVHUYH UHTXLUHPHQW UDWLRV WR ]HUR SHUFHQW HIIHFWLYH 0DUFK  
HOLPLQDWLQJUHVHUYHUHTXLUHPHQWVIRUDOOGHSRVLWRU\LQVWLWXWLRQV$VVXFKDVRI'HFHPEHU
WKH%DQNZDVQRWUHTXLUHGWRPDLQWDLQUHVHUYHVZLWKWKH)5%

&RUUHVSRQGHQW%DQNLQJ$JUHHPHQWV

7KH %DQN PDLQWDLQV IXQGV RQ GHSRVLW ZLWK RWKHU IHGHUDOO\ LQVXUHG ILQDQFLDO LQVWLWXWLRQV
XQGHUFRUUHVSRQGHQWEDQNLQJDJUHHPHQWV7KH%DQNPDLQWDLQVIXQGVLQPRQH\PDUNHW
DFFRXQWV DW FHUWDLQ FRUUHVSRQGHQW EDQNV $V RI 'HFHPEHU   WKH %DQN KDG
RIXQLQVXUHGGHSRVLWV



6+$5(%$6('3$<0(17

2Q 'HFHPEHU  WKH %DQN KDG RQH VKDUHEDVHG FRPSHQVDWLRQ SODQ ZKLFK LV
GHVFULEHG EHORZ 7KH 3ODQ GRHV QRW SURYLGH IRU WKH VHWWOHPHQW RI DZDUGV LQ FDVK DQG
QHZVKDUHVDUHLVVXHGXSRQRSWLRQH[HUFLVHRUJUDQWRIUHVWULFWHGVWRFN

2Q 6HSWHPEHU   WKH %DQN DGRSWHG WKH $PHULFDQ 5LYLHUD %DQN  2PQLEXV
6WRFN ,QFHQWLYH 3ODQ WKH 3ODQ  ZKLFK KDV EHHQ DSSURYHG E\ LWV VKDUHKROGHUV DQG
SHUPLWV WKH JUDQW RI HTXLW\ FRPSHQVDWLRQ LQ WKH IRUP RI 2SWLRQV 5HVWULFWHG 6WRFN
$ZDUGV3HUIRUPDQFH$ZDUGVDQG5HVWULFWHG6WRFN8QLWVIRUXSWRVKDUHVRI
WKH%DQN VFRPPRQVWRFN7KHUHPDLQLQJVKDUHVDYDLODEOHIRULVVXDQFHDUHUHGXFHGE\
VKDUHVUHVHUYHGDQGVKDUHVRXWVWDQGLQJXQGHUWKH3ODQOHDYLQJDYDLODEOH
IRULVVXDQFHXQGHUWKH3ODQDW'HFHPEHU

,Q 2FWREHU  WKH %DQN DGRSWHG WKH $PHULFDQ 5LYLHUD %DQN  2PQLEXV 6WRFN
,QFHQWLYH 3ODQ ³ 3ODQ´  ,Q DFFRUGDQFH ZLWK WKH WHUPV RI WKH  3ODQ WKH SODQ
ZDVWHUPLQDWHGRQWKHWHQWKDQQLYHUVDU\RIWKHGDWHXSRQZKLFKLWZDVDSSURYHGE\WKH
VKDUHKROGHUV DQG QR QHZ RSWLRQV RU DZDUGV ZHUH JUDQWHG DIWHU WKDW GDWH $V RI
'HFHPEHU   WKHUH ZHUH QR VKDUHV UHPDLQLQJ IRU LVVXDQFH IRU VWRFN RSWLRQV
DOUHDG\JUDQWHGDQGQRVKDUHVRIUHVWULFWHGVWRFNDZDUGVRXWVWDQGLQJWREHYHVWHG

7KHUH ZHUH  DQG  UHVWULFWHG VKDUHV JUDQWHG LQ  DQG 
UHVSHFWLYHO\  7KH 3ODQ LV GHVLJQHG WR DWWUDFW DQG UHWDLQ HPSOR\HHV DQG GLUHFWRUV 7KH
DPRXQW IUHTXHQF\ DQG WHUPV RI VKDUHEDVHG DZDUGV PD\ YDU\ EDVHG RQ FRPSHWLWLYH
SUDFWLFHV WKH %DQN V RSHUDWLQJ UHVXOWV DQG JRYHUQPHQW UHJXODWLRQV 7KH 3ODQ UHTXLUHV
WKDWWKHRSWLRQRUJUDQWSULFHPD\QRWEHOHVVWKDQWKHIDLUPDUNHWYDOXHRIWKHVWRFNDW
WKHGDWHWKHDZDUGLVJUDQWHGDQGWKDWWKHH[HUFLVHSULFHSHUVKDUHPXVWEHSDLGLQIXOO
RUVKDUHVWHQGHUHGIRUVDOH³QHWH[HUFLVH´DWWKHWLPHWKHRSWLRQLVH[HUFLVHG$OORIWKH
RSWLRQVJUDQWHGXQGHUWKH3ODQKDYHD\HDUWHUPDQGKDYHEHHQLVVXHGZLWKH[HUFLVH
SULFHV DW WKH IDLU PDUNHW YDOXH RI WKH XQGHUO\LQJ VKDUHV DW WKH GDWH RI JUDQW 7KH
HPSOR\HHVWRFNRSWLRQVDQGUHVWULFWHGVWRFNDZDUGVJHQHUDOO\YHVWRYHUDIRXUWRILYH
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6+$5(%$6('3$<0(17(continued)

\HDUSHULRGIURPWKHGDWHRIWKHJUDQW7KH3ODQSHUPLWVWKHXVHRIYHVWHGLQWKHPRQH\
VWRFNRSWLRQVWREHXVHGDVDFDVKOHVVH[HUFLVH,QLQFRQQHFWLRQZLWKWKHPHUJHU
ZLWK %6% UHSODFHPHQW VWRFN RSWLRQV ZHUH JUDQWHG WR FHUWDLQ FXUUHQW DQG SUHYLRXV
RIILFHUV DQG GLUHFWRUV WR UHSODFH RSWLRQV SUHYLRXVO\ JUDQWHG DQG IXOO\ YHVWHG XQGHU WKH
%6%2PQLEXV6WRFN3ODQ


1RQ4XDOLILHG6WRFN2SWLRQ$ZDUGV

,Q  LQ FRQQHFWLRQ ZLWK WKH PHUJHU ZLWK %6%  UHSODFHPHQW QRQTXDOLILHG
VWRFN RSWLRQV ZHUH JUDQWHG WR FHUWDLQ QRQHPSOR\HH GLUHFWRUV WR UHSODFH RSWLRQV
SUHYLRXVO\ JUDQWHG DQG IXOO\ YHVWHG XQGHU WKH %6% 2PQLEXV 6WRFN 3ODQ $V WKH %6%
RSWLRQV ZHUH IXOO\ YHVWHG WKHUH ZDV QR UHODWHG VWRFN EDVHG FRPSHQVDWLRQ DVVRFLDWHG
ZLWKWKHVHDZDUGV7KHUHZDVQRUHODWHGVKDUHEDVHGFRPSHQVDWLRQH[SHQVHUHODWHGWR
QRQTXDOLILHG VWRFN RSWLRQV UHFRUGHG IRU HDFK RI WKH \HDUV HQGHG 'HFHPEHU  
DQG  $ VXPPDU\ RI WKH DZDUG DFWLYLW\ XQGHU WKH 3ODQ IRU WKH \HDUV HQGHG
'HFHPEHUDQGLVSUHVHQWHGEHORZ





 

  :HLJKWHG



  :HLJKWHG   $YHUDJH



  $YHUDJH   5HPDLQLQJ  




  ([HUFLVH  &RQWUDFWXDO 


2SWLRQV
  6KDUHV   3ULFH   7HUP  
2SWLRQVRXWVWDQGLQJDW
 -DQXDU\

  

,VVXHG

 
([HUFLVHG

 
2SWLRQVRXWVWDQGLQJDW
 'HFHPEHU

   
 
,VVXHG

 
)RUIHLWHGRUH[SLUHG

  
([HUFLVHG

  
2SWLRQVH[HUFLVDEOHDW
 'HFHPEHU

 
 
 






,QIRUPDWLRQ UHODWHG WR WKH VWRFN RSWLRQ SODQ GXULQJ HDFK \HDU IROORZV (Dollars in
thousands)



 


,QWULQVLFYDOXHRIRSWLRQVH[HUFLVHG



&DVKUHFHLYHGIURPRSWLRQVH[HUFLVHG

 

7D[EHQHILWUHDOL]HGIURPRSWLRQH[HUFLVH

 

$VRI'HFHPEHUDQGWKHUHZDVQRXQUHFRJQL]HGFRPSHQVDWLRQUHODWHG
WRQRQTXDOLILHGVWRFNRSWLRQDZDUGV7KHUHZDVLQWULQVLFYDOXHUHODWHGWRQRQ
TXDOLILHGVWRFNRSWLRQDZDUGVDW'HFHPEHU'XULQJVWRFNRSWLRQV
ZHUHH[HUFLVHGRIZKLFKZHUHFRQGXFWHGE\FDVKOHVVH[HUFLVHVUHVXOWLQJLQ
VKDUHVEHLQJIRUIHLWHGDQGVKDUHVEHLQJLVVXHG7KHUHPDLQLQJVWRFNRSWLRQV
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6+$5(%$6('3$<0(17(continued)

1RQ4XDOLILHG6WRFN2SWLRQ$ZDUGV(continued)


H[HUFLVHGZHUHSDLGIRULQFDVKUHVXOWLQJLQSURFHHGVRI'XULQJQRQHRI
WKHVWRFNRSWLRQVZHUHH[HUFLVHGE\FDVKOHVVH[HUFLVHV


(PSOR\HH,QFHQWLYH6WRFN2SWLRQ$ZDUGV


7KHUH ZHUH QR HPSOR\HH LQFHQWLYH VWRFN RSWLRQ DZDUGV JUDQWHG IRU WKH \HDUV HQGHG
'HFHPEHUDQG,QLQFRQQHFWLRQZLWKWKHPHUJHUZLWK%6%
UHSODFHPHQW VWRFN RSWLRQV ZHUH JUDQWHG WR FHUWDLQ HPSOR\HHV WR UHSODFH RSWLRQV
SUHYLRXVO\ JUDQWHG DQG IXOO\ YHVWHG XQGHU WKH %6% 2PQLEXV 6WRFN 3ODQ $V WKH %6%
RSWLRQV ZHUH IXOO\ YHVWHG WKHUH ZDV QR UHODWHG VWRFN EDVHG FRPSHQVDWLRQ DVVRFLDWHG
ZLWKWKHVHDZDUGV7KHUHZDVQRUHODWHGVKDUHEDVHGFRPSHQVDWLRQH[SHQVHUHFRUGHG
IRUHDFKRIWKH\HDUVHQGHG'HFHPEHUDQG

$VXPPDU\RIWKHDZDUGDFWLYLW\XQGHUWKH3ODQIRUWKH\HDUVHQGHG'HFHPEHU
DQGDUHSUHVHQWHGEHORZ:



 

  :HLJKWHG



  :HLJKWHG   $YHUDJH



  $YHUDJH   5HPDLQLQJ  




  ([HUFLVH  &RQWUDFWXDO 


2SWLRQV
  6KDUHV   3ULFH   7HUP  
2SWLRQVRXWVWDQGLQJDW
 -DQXDU\

 


([HUFLVHG

  

2SWLRQVRXWVWDQGLQJDW
 'HFHPEHU

 
 
 
([HUFLVHG

  

2SWLRQVYHVWHGDQG
 H[SHFWHGWRYHVW
 
 
 
2SWLRQVH[HUFLVDEOHDW
 'HFHPEHU

 
 
 

,QIRUPDWLRQ UHODWHG WR WKH VWRFN RSWLRQ SODQ GXULQJ HDFK \HDU IROORZV (Dollars in
thousands)



 


,QWULQVLFYDOXHRIRSWLRQVH[HUFLVHG



&DVKUHFHLYHGIURPRSWLRQVH[HUFLVHG

 

7D[EHQHILWUHDOL]HGIURPRSWLRQH[HUFLVH

 


$V RI 'HFHPEHU   DQG  WKHUH ZDV QR XQUHFRJQL]HG FRPSHQVDWLRQ FRVW
UHODWHGWRQRQYHVWHGVWRFNRSWLRQDZDUGVWRHPSOR\HHV7KHDJJUHJDWHLQWULQVLFYDOXH
RIRXWVWDQGLQJHPSOR\HHLQFHQWLYHVWRFNRSWLRQVZDVDQGDW'HFHPEHU
 DQG  UHVSHFWLYHO\ 'XULQJ   VWRFN RSWLRQV ZHUH H[HUFLVHG DOO RI
ZKLFKZHUHFRQGXFWHGE\FDVKOHVVH[HUFLVHVUHVXOWLQJLQVKDUHVEHLQJIRUIHLWHG
DQG  VKDUHV EHLQJ LVVXHG 'XULQJ  VWRFN RSWLRQV ZHUH H[HUFLVHG RI
ZKLFKZHUHFRQGXFWHGE\FDVKOHVVH[HUFLVHVUHVXOWLQJLQVKDUHVEHLQJ
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(PSOR\HH,QFHQWLYH6WRFN2SWLRQ$ZDUGV(continued)

IRUIHLWHG DQG  VKDUHV EHLQJ LVVXHG 7KH UHPDLQLQJ  VWRFN RSWLRQV H[HUFLVHG
ZHUHSDLGIRULQFDVKUHVXOWLQJLQSURFHHGVRI

5HVWULFWHG&RPPRQ6WRFN$ZDUGV

7KH 3ODQ SURYLGHV IRU WKH LVVXDQFH RI VKDUHV WR GLUHFWRUV DQG RIILFHUV  &RPSHQVDWLRQ
H[SHQVHIRUHPSOR\HHDZDUGVDQGGLUHFWRUIHHH[SHQVHIRUGLUHFWRUJUDQWVLVUHFRJQL]HG
RYHUWKHYHVWLQJSHULRGRIWKHDZDUGVEDVHGRQWKHIDLUYDOXHRIWKHVWRFNDWLVVXHGDWH
7KH IDLU YDOXH RI WKH VWRFN ZDV GHWHUPLQHG XVLQJ PRVW UHFHQW PDUNHWGDWD  5HVWULFWHG
FRPPRQ VWRFN VKDUHV WR HPSOR\HHV W\SLFDOO\ YHVW RYHU D IRXU WR ILYH \HDU SHULRG DQG
LPPHGLDWHO\IRUGLUHFWRUV




$VXPPDU\RIFKDQJHVLQWKH%DQN¶VQRQYHVWHGVKDUHVIRUWKH\HDULVDVIROORZV



 

 

 
:HLJKWHG$YHUDJH










*UDQW'DWH
1RQ9HVWHG6KDUHV
 

  6KDUHV  
)DLU9DOXH


1RQYHVWHGVKDUHVDW-DQXDU\
 
 

*UDQWHG

 


9HVWHG
  
 


)RUIHLWHG
  


1RQYHVWHGVKDUHVDW'HFHPEHU  



,QWKH%DQNJUDQWHGVKDUHVRIUHVWULFWHGFRPPRQVWRFNWRVHOHFWHGRIILFHUV
ZKLFK KDG D IDLU PDUNHW YDOXH EHWZHHQ  DQG  SHU VKDUH RQ WKH GDWH RI
JUDQW  7KHVH UHVWULFWHG FRPPRQ VWRFN DZDUGV JHQHUDOO\ YHVW RYHU D IRXU \HDU SHULRG
IURPWKHGDWHRIWKHJUDQW

,Q  WKH %DQN JUDQWHG D WRWDO RI  VKDUHV RI UHVWULFWHG FRPPRQ VWRFN WR WKH
RXWVLGHPHPEHUVRIWKH%RDUGRI'LUHFWRUVZKLFKKDGDIDLUPDUNHWYDOXHRISHU
VKDUHRQWKHGDWHRIJUDQW7KHVHUHVWULFWHGFRPPRQVWRFNDZDUGVYHVWHGLPPHGLDWHO\
DQG WKH UHODWHG H[SHQVH RI  ZDV UHFRUGHG IRU WKH \HDU HQGHG 'HFHPEHU 


,Q  WKH %DQN JUDQWHG  VKDUHV RI UHVWULFWHG FRPPRQ VWRFN WR VHOHFWHG
RIILFHUVZKLFKKDGDIDLUPDUNHWYDOXHEHWZHHQDQGSHUVKDUHRQWKHGDWH
RIJUDQW7KHVHUHVWULFWHGFRPPRQVWRFNDZDUGVYHVWRYHUDWZRWRILYH\HDUSHULRGIURP
WKHGDWHRIJUDQW

,Q  WKH %DQN JUDQWHG D WRWDO RI  VKDUHV RI UHVWULFWHG FRPPRQ VWRFN WR WKH
RXWVLGH PHPEHUV RI WKH %RDUG RI 'LUHFWRUV ZKLFK KDG D IDLU PDUNHW YDOXH EHWZHHQ
 DQG  SHU VKDUH RQ WKH GDWH RI JUDQW  7KHVH UHVWULFWHG FRPPRQ VWRFN
DZDUGV YHVWHG LPPHGLDWHO\ DQG WKH UHODWHG H[SHQVH RI  ZDV UHFRUGHG IRUWKH
\HDUHQGHG'HFHPEHU
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5HVWULFWHG&RPPRQ6WRFN$ZDUGV(continued)




$V RI 'HFHPEHU   WKHUH ZHUH  VKDUHV RI UHVWULFWHG VWRFN WKDW DUH
QRQYHVWHGDQGH[SHFWHGWRYHVW&RPSHQVDWLRQFRVWDQGGLUHFWRUVIHHVFKDUJHGDJDLQVW
LQFRPH IRU UHVWULFWHG VWRFN DZDUGV ZDV  DQG  IRU WKH \HDUV HQGHG
'HFHPEHUDQGUHVSHFWLYHO\7KHUHZDVDQH[FHVVWD[EHQHILWUHFRJQL]HG
IRU UHVWULFWHG VWRFN DZDUGV LQ WKH DPRXQW RI  DQG  UHVSHFWLYHO\ IRU WKH
\HDUVHQGHG'HFHPEHUDQG$W'HFHPEHUDQGWKHWRWDO
FRPSHQVDWLRQ FRVW UHODWHG WR QRQYHVWHG UHVWULFWHG FRPPRQ VWRFN QRW \HW UHFRJQL]HG
ZDVDQG5HVWULFWHGVWRFNFRPSHQVDWLRQH[SHQVHLVUHFRJQL]HG
RQDVWUDLJKWOLQHEDVLVRYHUWKHYHVWLQJSHULRG7KLVFRVWLVH[SHFWHGWREHUHFRJQL]HG
RYHU D ZHLJKWHG DYHUDJH UHPDLQLQJ SHULRG RI DSSUR[LPDWHO\  \HDUV DQG ZLOO EH
DGMXVWHG IRU VXEVHTXHQW FKDQJHV LQ HVWLPDWHG IRUIHLWXUHV 7KH IDLU YDOXH DWWULEXWDEOH WR
UHVWULFWHG VWRFN DZDUGV YHVWHG IRU WKH \HDU HQGHG 'HFHPEHU  DQG  ZDV
DQGUHVSHFWLYHO\

6+$5(+2/'(56 (48,7<


'LYLGHQGV


8SRQGHFODUDWLRQE\WKH%RDUGRI'LUHFWRUVDOOVKDUHKROGHUVRIUHFRUGZLOOEHHQWLWOHGWR
UHFHLYHGLYLGHQGV7KH&DOLIRUQLD)LQDQFLDO&RGHUHVWULFWVWKHWRWDOGLYLGHQGSD\PHQWRI
DQ\ VWDWH EDQNLQJ DVVRFLDWLRQ LQ DQ\ FDOHQGDU \HDU WR WKH OHVVHU RI   WKH EDQN V
UHWDLQHG HDUQLQJV RU   WKH EDQN V QHW LQFRPH IRU LWV ODVW WKUHH ILVFDO \HDUV OHVV
GLVWULEXWLRQVPDGHWRVKDUHKROGHUVGXULQJWKHVDPHWKUHH\HDUSHULRG$W'HFHPEHU
ZHUHIUHHRIVXFKUHVWULFWLRQV

(TXLW\2IIHULQJ

2Q 0DUFK   WKH %DQN FRPSOHWHG DQ HTXLW\ RIIHULQJ RI  PLOOLRQ WKURXJK WKH
LVVXDQFHRIVKDUHVRIFRPPRQVWRFNDWDSULFHRISHUVKDUHDWQRSDU
YDOXH([SHQVHVLQFXUUHGUHODWHGWRWKLVFDSLWDOUDLVHZHUHDQGZHUHRIIVHWWR
FRPPRQVWRFN7KHQHWSURFHHGVRIWKHFDSLWDOUDLVHZLOOEHXVHGIRUJHQHUDOFRUSRUDWH
SXUSRVHV LQFOXGLQJ EXW QRW OLPLWHG WR VXSSRUWLQJ RUJDQLF JURZWK DQG H[SDQVLRQ
RSSRUWXQLWLHV LQ WKH %DQN¶V &HQWUDO &RDVW VHUYLFH DUHD 7KHVH VKDUHV KDYH WKH VDPH
YRWLQJDQGFDVKGLYLGHQGULJKWVDVSUHYLRXVO\LVVXHGFRPPRQVWRFN
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(DUQLQJVSHUVKDUH


$ UHFRQFLOLDWLRQ RI WKH QXPHUDWRUV DQG GHQRPLQDWRUV RI WKH EDVLF DQG GLOXWHG HDUQLQJV
SHUVKDUHFRPSXWDWLRQVIRUWKH\HDUVHQGHG'HFHPEHUDQGLVDVIROORZV

























 
 
 

'HFHPEHU
%DVLFHDUQLQJVSHUVKDUH

 
(IIHFWRIGLOXWLYHVWRFNRSWLRQVDQGUHVWULFWHGVKDUHV
 
'LOXWHGHDUQLQJVSHUVKDUH

 

'HFHPEHU
%DVLFHDUQLQJVSHUVKDUH

 
(IIHFWRIGLOXWLYHVWRFNRSWLRQVDQGUHVWULFWHGVKDUHV
 
'LOXWHGHDUQLQJVSHUVKDUH

 






:HLJKWHG

$YHUDJH

 
 1XPEHURI   &RPPRQ
 
  6KDUHV   6KDUH 
 1HW,QFRPH  2XWVWDQGLQJ  $PRXQW 

 
 


 

  
   




 



   



 
 


 

 
  




 






   


6KDUHVRIFRPPRQVWRFNLVVXDEOHXQGHUVWRFNRSWLRQVIRUZKLFKWKHH[HUFLVHSULFHVDUH
JUHDWHUWKDQDYHUDJHPDUNHWSULFHVDUHQRWLQFOXGHGLQWKHFRPSXWDWLRQRIGLOXWHG
HDUQLQJVSHUVKDUHGXHWRWKHLUDQWLGLOXWLYHHIIHFW$VDUHVXOWWKHUHZHUHQRRSWLRQV
H[FOXGHGIURPWKHFRPSXWDWLRQRIGLOXWHGHDUQLQJVSHUVKDUHIRUWKH\HDUVHQGHG
'HFHPEHUDQGUHVSHFWLYHO\


5HJXODWRU\&DSLWDO

7KH%DQNLVVXEMHFWWRFHUWDLQUHJXODWRU\FDSLWDOUHTXLUHPHQWVDGPLQLVWHUHGE\WKH)',&
)DLOXUHWRPHHWWKHVHPLQLPXPFDSLWDOUHTXLUHPHQWVFDQLQLWLDWHFHUWDLQPDQGDWRU\DQG
SRVVLEO\DGGLWLRQDOGLVFUHWLRQDU\DFWLRQVE\UHJXODWRUVWKDWLIXQGHUWDNHQFRXOGKDYHD
GLUHFWPDWHULDOHIIHFWRQWKH%DQN VILQDQFLDOVWDWHPHQWV

%DQNV DUH VXEMHFW WR UHJXODWRU\ FDSLWDO UHTXLUHPHQWV DGPLQLVWHUHG E\ IHGHUDO EDQNLQJ
DJHQFLHV &DSLWDO DGHTXDF\ JXLGHOLQHV DQG DGGLWLRQDOO\ IRU EDQNV SURPSW FRUUHFWLYH
DFWLRQ UHJXODWLRQV LQYROYH TXDQWLWDWLYH PHDVXUHV RI DVVHWV OLDELOLWLHV DQG FHUWDLQ RII
EDODQFHVKHHW LWHPV FDOFXODWHG XQGHU UHJXODWRU\ SUDFWLFHV &DSLWDO DPRXQWV DQG
FODVVLILFDWLRQV DUH DOVR VXEMHFW WR TXDOLWDWLYH MXGJPHQWV E\ UHJXODWRUV )DLOXUH WR PHHW
FDSLWDO UHTXLUHPHQWV FDQ LQLWLDWH UHJXODWRU\ DFWLRQ 7KH ILQDO UXOHV LPSOHPHQWLQJ %DVHO
FRPPLWWHH RQ %DQNLQJ 6XSHUYLVLRQ¶V FDSLWDO JXLGHOLQHV IRU 86 EDQNV %DVHO ,,, UXOHV 
EHFDPHHIIHFWLYHIRUWKH%DQNRQ-DQXDU\ZLWKIXOOFRPSOLDQFHZLWKDOORIWKH
UHTXLUHPHQWVEHLQJSKDVHGLQRYHUDPXOWL\HDUVFKHGXOHDQGIXOO\SKDVHGLQE\-DQXDU\
   8QGHU WKH %DVHO ,,, UXOHV WKH %DQN PXVW KROG D FDSLWDO FRQVHUYDWLRQ EXIIHU
DERYH WKH DGHTXDWHO\ FDSLWDOL]HG ULVNEDVHG FDSLWDO UDWLRV 7KH FDSLWDO FRQVHUYDWLRQ
EXIIHUIRULV7KHQHWXQUHDOL]HGJDLQRUORVVRQDYDLODEOHIRUVDOHVHFXULWLHVLV
QRW LQFOXGHG LQ FRPSXWLQJ UHJXODWRU\ FDSLWDO 7KH %DQN PHHWV DOO FDSLWDO DGHTXDF\
UHTXLUHPHQWVWRZKLFKLWLVVXEMHFW
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6+$5(+2/'(56 (48,7<(continued)


5HJXODWRU\&DSLWDO(continued)


3URPSW FRUUHFWLYH DFWLRQ UHJXODWLRQV SURYLGH ILYH FODVVLILFDWLRQV ZHOO FDSLWDOL]HG
DGHTXDWHO\ FDSLWDOL]HG XQGHUFDSLWDOL]HG VLJQLILFDQWO\ XQGHUFDSLWDOL]HG DQG FULWLFDOO\
XQGHUFDSLWDOL]HG DOWKRXJK WKHVH WHUPV DUH QRW XVHG WR UHSUHVHQW RYHUDOO ILQDQFLDO
FRQGLWLRQ$VRI'HFHPEHUDQGWKHPRVWUHFHQWUHJXODWRU\QRWLILFDWLRQV
FDWHJRUL]HG WKH %DQN DV ZHOO FDSLWDOL]HG XQGHU WKH UHJXODWRU\ IUDPHZRUN IRU SURPSW
FRUUHFWLRQ DFWLRQ 7KHUH DUH QR FRQGLWLRQV RU HYHQWV VLQFH WKDW QRWLILFDWLRQ WKDW
PDQDJHPHQWEHOLHYHVKDYHFKDQJHGWKH%DQN VFDWHJRU\


$VRI'HFHPEHUDQGWRWDODYHUDJHDVVHWVIRUOHYHUDJHFDSLWDOSXUSRVHV
ZHUHDQGUHVSHFWLYHO\DQGWRWDOULVNZHLJKWHGDVVHWVZHUH
DQGUHVSHFWLYHO\


&DSLWDOUDWLRVDVRI'HFHPEHUDQGDUHDVIROORZV(Dollars in thousands)




/HYHUDJH5DWLR
$PHULFDQ5LYLHUD%DQN



$PRXQW  5DWLR  $PRXQW  5DWLR 
       



0LQLPXPIRU:HOO&DSLWDOL]HGLQVWLWXWLRQ
XQGHUSURPSWFRUUHFWLYHDFWLRQSURYLVLRQV
0LQLPXPUHJXODWRU\UHTXLUHPHQW

      
      



&RPPRQ(TXLW\7LHU,5DWLR
$PHULFDQ5LYLHUD%DQN

    



0LQLPXPIRU:HOO&DSLWDOL]HGLQVWLWXWLRQ
XQGHUSURPSWFRUUHFWLYHDFWLRQSURYLVLRQV
0LQLPXPUHJXODWRU\UHTXLUHPHQW

      
      



7LHU5LVN%DVHG&DSLWDO5DWLR
$PHULFDQ5LYLHUD%DQN

      

0LQLPXPIRU:HOO&DSLWDOL]HGLQVWLWXWLRQ
XQGHUSURPSWFRUUHFWLYHDFWLRQSURYLVLRQV
0LQLPXPUHJXODWRU\UHTXLUHPHQW

    
   





7RWDO5LVN%DVHG&DSLWDO5DWLR
$PHULFDQ5LYLHUD%DQN

 



0LQLPXPIRU:HOO&DSLWDOL]HGLQVWLWXWLRQ
XQGHUSURPSWFRUUHFWLYHDFWLRQSURYLVLRQV
0LQLPXPUHJXODWRU\UHTXLUHPHQW
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5(9(18()520&2175$&76:,7+&86720(56
$OO RI WKH %DQN¶V UHYHQXH IURP FRQWUDFWV ZLWK FXVWRPHUV LQ WKH VFRSH RI $6&  LV
UHFRJQL]HGZLWKLQ1RQ,QWHUHVW,QFRPH7KHIROORZLQJWDEOHSUHVHQWVWKH%DQN¶VVRXUFHV
RI1RQ,QWHUHVW,QFRPHIRUWKHWZHOYHPRQWKVHQGHG'HFHPEHUDQG7KH
2WKHU FDWHJRU\ WRWDOLQJ  DQG  IRU WKH \HDUV HQGHG 'HFHPEHU 
DQGUHVSHFWLYHO\LVQRWZLWKLQWKHVFRSHRI$6&

1RQLQWHUHVWLQFRPHIRUWKH\HDUVHQGHG'HFHPEHUDQGFRQVLVWHGRIWKH
IROORZLQJ(Dollars in thousands)






 


6HUYLFHFKDUJHVRQGHSRVLWV

 

2YHUGUDIWIHHV

  
2WKHU

 

 

$GHVFULSWLRQRIWKH%DQN¶VUHYHQXHVWUHDPDFFRXQWHGIRUXQGHU$6&LVDVIROORZV

7KH %DQN HDUQV IHHV IURP LWV GHSRVLW FXVWRPHUV IRU WUDQVDFWLRQEDVHG DFFRXQW
PDLQWHQDQFH DQG RYHUGUDIW VHUYLFHV 7UDQVDFWLRQEDVHG IHHV ZKLFK LQFOXGH VHUYLFHV
VXFKDV$70XVHIHHVVWRSSD\PHQWFKDUJHVVWDWHPHQWUHQGHULQJDQG$&+IHHVDUH
UHFRJQL]HGDWWKHWLPHWKHWUDQVDFWLRQLVH[HFXWHGDVWKDWLVWKHSRLQWLQWLPHWKH%DQN
IXOILOOV WKH FXVWRPHU¶V UHTXHVW $FFRXQW PDLQWHQDQFH IHHV ZKLFK UHODWH SULPDULO\ WR
PRQWKO\ PDLQWHQDQFH DUH HDUQHG RYHU WKH FRXUVH RI D PRQWK UHSUHVHQWLQJ WKH SHULRG
ZKLFK WKH %DQN VDWLVILHV WKH SHUIRUPDQFH REOLJDWLRQ 2YHUGUDIW IHHV DUH UHFRJQL]HG DW
WKH SRLQW LQ WLPH WKDW WKH RYHUGUDIW RFFXUV 6HUYLFH FKDUJHV RQ GHSRVLWV DUH ZLWKGUDZQ
IURPWKHFXVWRPHU¶VDFFRXQWEDODQFH

(03/2<((%(1(),73/$16
3URILW6KDULQJ3ODQ

,Q  WKH %DQN DGRSWHG WKH $PHULFDQ 5LYLHUD %DQN  N  3URILW 6KDULQJ 3ODQ DQG
7UXVW WKHN3ODQ $OOHPSOR\HHV\HDUVRIDJHRUROGHUDUHLPPHGLDWHO\HOLJLEOH
WR SDUWLFLSDWH LQ WKH N 3ODQ (OLJLEOH HPSOR\HHV PD\ HOHFW WR PDNH WD[ GHIHUUHG
FRQWULEXWLRQVXSWRWKHPD[LPXPDPRXQWDOORZHGE\ODZ7KH%DQNPDNHV³VDIHKDUERU´
PDWFKLQJFRQWULEXWLRQVDQGWKH%DQNPD\PDNHDGGLWLRQDOSURILWVKDULQJFRQWULEXWLRQVWR
WKH N 3ODQ DW WKH GLVFUHWLRQ RI WKH %RDUG RI 'LUHFWRUV ³6DIH KDUERU´ %DQN
FRQWULEXWLRQV YHVW LPPHGLDWHO\ IRU DOO HPSOR\HHV 7KH %DQN FRQWULEXWHG  DQG
 LQ WKH IRUP RI HPSOR\HU PDWFKLQJ FRQWULEXWLRQV WR WKH N 3ODQ GXULQJ WKH
\HDUVHQGHG'HFHPEHUDQGUHVSHFWLYHO\
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27+(5(;3(16(6

2WKHU H[SHQVHV IRU WKH \HDUV HQGHG 'HFHPEHU   DQG  FRQVLVWHG RI WKH
IROORZLQJ(Dollars in thousands)



 


'DWDSURFHVVLQJ
 

$GYHUWLVLQJDQGPDUNHWLQJ


3URIHVVLRQDOIHHV


5HJXODWRU\DVVHVVPHQWV
 
 
'LUHFWRU)HHV
 
6RIWZDUH
 

,QVXUDQFH
 

2WKHU

 



 

5(/$7('3$57<75$16$&7,216




'XULQJ WKH QRUPDO FRXUVH RI EXVLQHVV WKH %DQN HQWHUV LQWR WUDQVDFWLRQV ZLWK UHODWHG
SDUWLHV LQFOXGLQJ H[HFXWLYH RIILFHUV DQG GLUHFWRUV  7KH IROORZLQJ LV D VXPPDU\ RI WKH
DJJUHJDWHDFWLYLW\LQYROYLQJUHODWHGSDUWLHV(Dollars in thousands):
/RDQV


%DODQFH-DQXDU\


'LVEXUVHPHQWV


$PRXQWVUHSDLG

 
5HFODVVLILHGUHODWHGSDUW\EDODQFHV

 
%DODQFH'HFHPEHU



$V RI 'HFHPEHU   WRWDO XQGLVEXUVHG FRPPLWPHQWV WR UHODWHG SDUWLHV ZHUH


$V RI 'HFHPEHU   DQG  WKHUH ZHUH QR ORDQV WR UHODWHG SDUWLHV WKDW
H[FHHGHGRIWKH%DQN VWRWDOORDQV

'HSRVLWV

$V RI 'HFHPEHU   DQG  WKHUH ZHUH QR GHSRVLWV WR UHODWHG SDUWLHV WKDW
H[FHHGHGRIWKH%DQN VWRWDOGHSRVLWV

2WKHU5HODWHG3DUW\7UDQVDFWLRQV

$PHPEHURIWKH%RDUGRI'LUHFWRUVLVDIILOLDWHGZLWKWKHDFFRXQWLQJILUPZKLFKSURYLGHV
IL[HGDVVHWDFFRXQWLQJVHUYLFHVIRUWKH%DQN7RWDODPRXQWVSDLGGXULQJDQG
ZHUHDQGUHVSHFWLYHO\$PHPEHURIWKH%RDUGRI'LUHFWRUVLVDIILOLDWHG
ZLWKDODZILUPZKLFKSURYLGHVFRXQVHOIRULVVXHVUHODWHGWRWKH%DQN7RWDODPRXQWVSDLG
GXULQJDQGZHUHDQGUHVSHFWLYHO\$PHPEHURIWKH%RDUGRI
'LUHFWRUVLVDIILOLDWHGZLWKDZLQHFRPSDQ\ZKLFKSURYLGHVZLQHVIRUWKH%DQN¶VVSHFLDO
HYHQWV7RWDODPRXQWVSDLGGXULQJDQGZHUHDQGUHVSHFWLYHO\7KH
%RDUGRI'LUHFWRUVRIWKH%DQNDSSURYHGWKHVHWUDQVDFWLRQV
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