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Case Study 2
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Mr. John Haragoth is the founder, owner, and CEO of Haragoth Industries, a successful telecommunications company with 5,000 staff
nationwide. Beyond traditional telecoms products, the company offers a number of services, including mobile payments. Haragoth
Industries operates in the Republic of Zafaria, which has a strong financial regulator and a robust AML framework. Haragoth Industries
has an outstanding loan with Modern Development Bank ("MDB"), a reputable international financial institution, which was subject to

rigorous due diligence procedures at the time of lending.

John Haragoth fc4E 2 Haragoth Industries BIBIIRA. FirBEFREFEHITE. Haragoth Industries B—3KINHVEEAT, ELEH
8 5,000 BRT. BRTIERBEF M, ZAERRHETERITERIIZIRSS. Haragoth Industries FEFLIAZRIHE

(Republic of Zafaria) 15, ZEHEEE NINEHGEVEFIT=0%ER (AML) fE28, Haragoth Industries {EZRHY
frEmi AT RIRIT (Modern Development Bank, f&F#R“MDB”) B—ERE BN, ZEIMERBETEID 7 BRI
SRR
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Haragoth Industries now wishes to expand into the neighbouring Kingdom of Ravisi (“KoR”), where the telecommunications sector
remains underdeveloped and mobile-payment regulation is minimal by comparison to Zafaria. The KoR has been ruled by the same
family for 60 years, and its regulatory framework is considerably less developed, making it significantly easier to set up a business there.
As Mr. Haragoth has limited knowledge of the Kingdom of Ravisi, he is seeking to partner with Ravisi Private Equity ("RPE"), a well-
known local firm with large equity stakes across multiple strategic sectors in the Kingdom, held through a holding structure whose
ultimate beneficial owners have not been publicly disclosed.

Haragoth SEMI/NE] (Haragoth Industries) EBIREY KEPBEHRILEAEE (Kingdom of Ravisi, fEFR“KoR”) . SFLAETH
FOE (Zafaria) #EEE, HEFRFERNBETIUBGTFRARRES, BXNBHZANEERESR. fNEATERE—IHRES
BT 60 £, HEBEREATESES, XFEEEZERMNEWTERZIFE. BT Haragoth eI EREEN THEEIR,
fEIES KRSHLEFGFASIRIN A E] (Ravisi Private Equity, f&FR“RPE”) &{F. RPE B2—xRISMAZAIMAE, BEERLFIKE
REZTTATB ARIZIZENS, HE1ZEEZ N RESER JAREARIN.
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Case Study R
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KoR's banking system suffers from limited foreign currency liquidity, and few foreign investors enter the market. Mr. Haragoth intends
to finance the expansion partly through a loan from MDB. The remainder would be financed through a special arrangement whereby Mr
Haragoth would pledge 55% of his shares in Haragoth Industries to RPE for a period of three years, in exchange for a loan at a
preferential interest rate, to be serviced in part from KoR-generated revenues. This arrangement 1s considered crucial to keeping the new
project profitable.

FI4EFEEE (KoR) BIRITREFZHEIGINOCRINMEERNEE, ROEIMNEREEHNIZTIH. Haragoth S5ETTRIER D EI I

F&R1T (MDB) HIIFCRARRY KEtl., HRERS J—rJ_J_—IJﬁfF%ﬁﬂE?‘EHFJ‘&ﬁ%E’ﬁ: Haragoth 55448 H7E Haragoth SRV

7 (Haragoth Industries) 55% BIBD BRIRLERILEFRFASIIMN AT (RPE) |, REA=F, LUEEN—EMEFRIER, 1ZEHFEEY
o ERERBFENEATEFERNKAN. X—THHA ARSI ENBARENEXER,
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Questions 83
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1- Thinking about your own organization's control framework for approving a new loan with Haragoth Industries, which elements would

have been tested by this transaction and which might not have been?

2- If you were to trace this transaction through your own institution's approval process, from initial proposal to disbursement, at which

stage(s) would the key risks in this case most likely surface and are the controls at those stages preventive or detective?

3- How would your organization assess and manage the reputational risk associated with a transaction like this, and who would be

responsible for making that judgment call?

1- ZSREFRENIRLAES Haragoth SRAIAAE] (Haragoth Industries) HIXTA YA ERHEHIESR, 1ZEX AR
HER? NAPEERATgERBIEIRE]?

2- NERIRIRISFTEN A MR ERBE BERRY R HLE R BIRIXER 7, DNEFRITEEXPS AT BETEMR M ERLER T EF 7K E ?
X ERAEFIFSIER T INBOIEZS] (preventive controls) EMGEEIZH (detective controls) ?

3- IERRERI IS AN AT I SR SRR ZERNEEXE? MIERFMHEEZRR?
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