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Executive summary

This eBook explores the growing significance of
electronic assets in modern financial markets
and why financial institutions must adopt a
strategic approach to pledging these digital
Instruments. As regulatory acceptance increases,
particularly from the Federal Reserve Bank (FRB),
Institutions can harness the benefits of digital
pledging to drive liquidity, ensure compliance,
and streamline operations.

With contributions from real-world

financial institutions like Park National Bank,
Vibrant Credit Union, and Zions Bancorporation, gy
this publication offers actionable guidance,

best practices, and forward-looking insights to

help institutions build a future-ready electronic
asset pledging strategy.
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Chapter 1

Understanding electronic assets
and their market potential

Depository institutions in the US pledge over

$5 trillion in loans annually to the Federal Reserve
Banks (FRB) and Federal Home Loan Banks (FHLB),
with a significant portion of these pledges now
involving electronically originated assets.

Electronic assets represent the digital evolution

of traditional financial instruments. They are
created, managed, and stored within a secure and
legally compliant eAsset management platform,
ensuring their authenticity and enforceability under
key regulatory frameworks. These frameworks
include the Electronic Signatures in Global and
National Commerce (E-SIGN) Act, the Uniform
Electronic Transactions Act (UETA), and the Uniform
Commercial Code (UCC), each of which plays a
critical role in validating the use of digital records
and signatures.

Unlike scanned or imaged documents, electronic assets

are “born digital.” This means they originate entirely
electronically, with the use of a secure and compliant
eSignature platform integrated with an eAsset
management platform designed to protect and
preserve the assets’ status as authoritative copies.
eAsset management systems include tamper-evident
controls, full audit trails, and mechanisms for securely
transferring ownership and control.

The strategic value of electronic assets is evident
when we consider their role in enhancing liquidity
and collateral optimization. Institutions can
pledge electronic assets to programs like the
FRB's Borrower-in-Custody (BIC) initiative

more efficiently than paper-based loans,
shortening the time it takes to unlock funding

and reducing operational overhead.

As these benefits become clearer and more
compelling over time, the use of electronic

assets is expanding beyond their initial rollout in
the residential and commercial loan space.
Institutions are beginning to leverage the
technology for other asset classes such as auto
loans, solar energy financing, and agricultural
equipment loans. This evolution reflects a broader
shift in how financial products are originated and
managed — digital from day one, with compliance,
flexibility, and scalability built into the lifecycle.

As market adoption continues to grow,

the institutions choosing to embrace electronic
assets proactively are positioning themselves to
lead in a future where digital lending isn't just an
option — it's the standard.

- "Electronic assets offer a

legally sound, tamper-proof,
and instantly accessible

solution to modern
collateral needs."
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Chapter 2

The business case for electronic

asset pledging

The rise of digital lending and electronic asset pledging has redefined what's possible when it comes to collateral management agility. Institutions are no
longer confined to static, paper-based assets that require extensive manual processing and storage. Electronic assets can be monetized with unprecedented
speed and efficiency, making them highly valuable financial instruments.

Three main benefits of electronic asset pledging include:

Unlocking liquidity and efficiency

The business value of electronic asset pledging
is rooted in its ability to streamline access to
liquidity. With electronic assets ready to pledge
on demand, institutions can better manage

intraday funding and emergency collateral needs.

Electronic assets also allow financial institutions
to move beyond the delays and costs of
paper-based documentation, enabling rapid,
secure, and auditable collateral transactions.

Signifying growth and quality

Adopting electronic asset pledging signals a
forward-thinking, technology-enabled

approach to risk and compliance management.
Institutions with robust digital infrastructures are
more attractive partners to warehouse lenders,
capital markets, and regulators. Furthermore,
the operational benefits such as improved
document tracking, reduction in paper-handling
errors, and stronger audit trails — translate into
higher-quality loan portfolios and easier due
diligence during external examinations.

Building brand equity and trust

As consumer expectations trend toward digital,
offering streamlined and transparent loan
processing powered by secure electronic asset
platforms enhances an institution’s reputation
and brand equity. Early adopters of the technology
demonstrate innovation leadership, aligning with
the broader fintech evolution and building
stakeholder trust.

Ultimately, however, electronic asset pledging is much more than a technical upgrade. It's a strategic initiative that touches every corner of the institution.
Digital pledging strengthens operational resilience, supports growth, and positions institutions at the forefront of the digital finance revolution.
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Profile of an electronic asset leader

Park National Bank

Park National Bank streamlined its asset pledging operations by automating compliance
workflows and implementing a sophisticated eAsset management platform to handle originated
and pledged electronic assets. Previously, a non-integrated vault system caused delays, errors,
and a heavy manual burden. Partnering with Wolters Kluwer, the bank adopted a fully integrated
loan origination system, including an eAsset management platform with dedicated eVaults for
originated and pledged electronic assets. This implementation simplified audits and accelerated
FRB approvals.

Automated checkpoints and tamper-evident labeling reduced administrative work and improved
asset traceability. With clear compliance structures and enhanced documentation controls,
Park National cut asset transfer times and eliminated manual processing.

The result:
Improved efficiency, full FRB compliance, and a scalable digital lending infrastructure ready for
future growth.

Park

NATIONAL
CORPORATION

"Electronic asset

pledging isn't just about
speed — it's about enabling
smarter, more agile
capital deployment.”

L=
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Chapter 3

Navigating
Federal Reserve
requirements

Pledging electronic assets to the Federal Reserve
requires careful adherence to detailed compliance
and documentation standards. These standards
are designed to ensure that assets are legally
enforceable and operationally sound and
auditable within the FRB's regulatory framework.
Navigating these requirements effectively is
essential for institutions that wish to unlock the
liquidity advantages of digital pledging while
avoiding costly delays or disqualifications.

Here are four key points financial institutions must
consider when pledging electronic assets:

=], Ensure asset authenticity and control

EE The principle of asset authenticity and
control is at the core of the FRB's
pledging process. Financial institutions
must demonstrate that the electronic
assets they intend to pledge are digital
originals/authoritative copies,
tamper-proof, and sustain an evidential
trail of custody/control that supports
the transferability of rights should the
FRB need to take control.
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Understand certification

The process begins with FRB certification.
Before an institution can submit digital
assets for pledging, it must ensure its
processes and technology infrastructure,
particularly its eAsset management
platform provider, can be certified to handle
such assets under FRB requirements.

This includes demonstrating capabilities
such as protecting security interests,
demonstrating electronic asset control,
implementing core system identification

of electronic assets, and ensuring secured
party rights are indicated at the electronic
asset level as well as on any rendered
copies. Certification often involves a rigorous
assessment period and documentation
assistance by third-party advisors before
submitting to the Federal Reserve.

Submit attestation

As a part of the electronic collateral pledge
certification, institutions must make an
attestation as to their processes, controls,
and integrity of assets meeting FRB
requirements. The attestation must include
signed statements from executive leaders
and compliance officers confirming that the
assets meet all legal, regulatory, and technical
standards. Any gaps in the attestation or
perceived gaps in the controls over electronic
assets at the institution can result in rejection
or delays in accessing pledged funds.

—| Stay current with evolving guidelines

One of the more challenging aspects of
adoption is maintaining up-to-date
knowledge of evolving FRB guidelines.

As digital asset practices mature, the Federal
Reserve continues to refine its standards,
and institutions must remain vigilant and
responsive. Building a proactive compliance
program, supported by automated tools and
legal expertise, helps reduce the risk of
falling out of compliance.

Ultimately, navigating the FRB's electronic collateral
pledging process requires a blend of regulatory
insight, technological readiness, and strategic
planning. Financial institutions that master this
balance will gain access to greater capital velocity,
increased regulatory confidence, and enhanced
operational resilience.

Key considerations for pledging
electronic collateral

——
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Documentation
Processes

Operational effectiveness
Technology

Asset labeling

QOO0

Attestation



Profile of an electronic asset leader

Vibrant Credit Union

Vibrant Credit Union transformed its asset pledging approach to support a significant shift into
equipment financing. With help from Wolters Kluwer, the credit union implemented a dual eVault
system — one for origination and one for pledging — to meet FRB standards.

Automation replaced manual tracking, enabling secure and tamper-evident asset flows and
confident compliance with FRB requirements. Wolters Kluwer guided Vibrant through complex
certification processes, legal attestations, and documentation prep.

The result:

Full FRB approval, reduced turnaround times, and a scalable infrastructure ready for future asset
classes and secondary market expansion.

AR

vibrant

— I\ "Compliance doesn't
m have to be complex.
A Digital systems make
meeting FRB standards
easler than ever!"
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Chapter 4

Building an
effective electronic
asset pledging
strategy

Creating an effective electronic asset pledging
strategy requires financial institutions to rethink and
design their entire asset lifecycle — from origination
and legal documentation to secure storage and
regulatory reporting. A successful strategy integrates
legal, operational, and technical dimensions to create
a seamless, secure, and scalable framework that
supports long-term business goals.

Map and design key processes

Institutions must begin by mapping the complete
asset journey. This includes how loans are
originated, signed, and stored as digital files;

how they are classified for pledge-readiness;

and how they are ultimately pledged to the Federal
Reserve or other liquidity programs. They should
start with the end requirements in mind based on
business capital flexibility and liquidity options.
This holistic view allows stakeholders to identify
inefficiencies, regulatory gaps, or legacy processes
hindering digital transformation.
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Build the right technology stack

Next, institutions must select technology
platforms that support interoperability and
automation. Deploying a stand-alone electronic
eVault or eSignature tool is not enough. The entire
infrastructure must be integrated; for example,
loan origination systems should be integrated
into the workflow. The eSignature tool must be
set up to create a Digital Original®/authoritative
copy by depositing it into the origination

eVault on the eAsset management platform.
Communication with compliance content engines,
core and documentation systems, and reporting
tools is essential. This integration ensures that
asset control and audit readiness are maintained
throughout the lifecycle.

Operational

Effective eAsset
pledging strategy

Enhance efficiency with dual vaults

Institutions with business plans to pledge electronic
assets benefit strategically from implementing

a dual eVault structure. One eVault manages
originated, transferred, or acquired assets,
providing control, flexibility, and rapid deployment
of new digital products. The second is dedicated
exclusively to pledged assets. This bifurcated
approach supports clearer asset segregation,
simplifies regulatory audits, facilitates other options
such as a sale or securitization, and ensures
real-time visibility into pledged inventory.

Integrate legal and compliance teams

Legal and compliance teams must be embedded in
the strategy development process. Electronic asset
management requires strict adherence to multiple
layers of regulation, including federal eSignature
laws, state-specific notary requirements,

and provisions of applicable UCC Articles.
Engaging legal counsel early can help interpret
legal requirements and federal judicial guidelines
to avoid costly errors during process design and
pledge execution.

A well-executed electronic asset pledging strategy
is not just a tactical upgrade — it's a foundational
shift that allows institutions to scale with
confidence, respond quickly to regulatory changes,
and future-proof their liquidity operations.
Institutions that take the time to align people,
processes, and platforms are those most likely to
realize the full potential of digital lending.



Profile of an electronic asset leader

Zions Bancorporation

Zions Bancorporation launched a digital transformation to move beyond paper-based pledging and
unlock greater liquidity. Frustrated by delays, costs, and limited scalability, the bank partnered with
Wolters Kluwer to implement a comprehensive electronic asset management strategy.

The solution? An eAsset management platform with a dual eVault configuration fully integrated with
Zions' loan systems. Wolters Kluwer provided the technology and regulatory expertise, guiding Zions
through FRB requirements, attestations, and finalize the necessary documentation.

Through automation, Zions significantly reduced the time required to pledge newly originated assets,
positioned itself to add new asset categories, and enabled the ability to pledge those assets in under
30 days. The bank eliminated the need for manual tracking and reduced document shipping and
storage.

The result:
An expedited timeline to pledge new assets, lower operational costs, greater flexibility, and a digital
infrastructure ready to scale across new asset classes.

ZJONS

BANCORPORATION

"Strategy requires you

ro?‘fj to consider your capital
(A

business needs and the
end state requirements.”
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Chapter 5

Overcoming challenges and avoiding pitfalls

Build compliance
into the electronic Implement pilot

asset lifecycle programs Manage change

7~ N /- N\ -~/
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Plan for new asset Study real-world
classes implementations

®)
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"Avoid shortcuts — build your digital lending system for long-term scalability and asset value preservation.”

The shift to electronic pledging is transformative, but like any significant operational change, it comes with challenges and potential pitfalls. Institutions that enter
this process without a comprehensive understanding of regulatory expectations, technological demands, and internal change management often encounter significant
roadblocks. Recognizing and proactively addressing these challenges is essential to ensuring a smooth and successful transition to digital asset pledging.
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Here's a list of some common mistakes organizations make — and how
to avoid them.

Misjudging regulatory complexity

Lg‘l’\g One of the most common mistakes institutions make is underestimating
the regulatory complexity of electronic asset pledging. It's not enough
to digitize documents or deploy an eVault — compliance must be built
into every step of the electronic asset lifecycle. This includes ensuring
that digitally originated loans meet legal requirements and federal
judicial guidelines for admissibility, enforceability, and lien priority
continuity; are legally enforceable under UETA and the E-SIGN Act;
and align with the nuanced expectations of Federal Reserve guidelines
for pledging electronic collateral.

Engaging in short-term thinking

Some organizations attempt to take shortcuts — meeting only the
minimum requirements for FRB certification without considering
how their systems will scale or their workflows will evolve. This can
lead to inflexible systems, difficulty integrating new asset classes,
and increased risk exposure during audits or value loss with other
monetization options. Institutions must design not only for today’s
compliance but also for tomorrow’s growth.

Skipping pilot programs

Many institutions also fail to pilot digital processes before full-scale
implementation. Institutions may overlook key integration points
without rigorous testing, miss legal variations across jurisdictions,
or encounter operational friction during high-volume pledge cycles.
Pilot programs allow teams to validate assumptions, refine workflows,
and build organizational buy-in before a full rollout.

&

Failing to study real-world implementations

Real-world implementations provide valuable insights. For example,
some financial institutions succeeded by forming cross-functional

task forces, including representatives from loan operations, legal,
compliance, and IT. These teams involved key stakeholders early in
their process, then worked together to develop a unified digital
lending and pledging roadmap. This helped reduce miscommunication,
improve system interoperability, and accelerate user adoption.

Inadequately preparing teams for the change

Training and change management are essential. Digital transformation
often requires staff to learn new systems, embrace new compliance
procedures, and shift from manual to automated workflows.
Comprehensive training, establishing internal champions,

and encouraging feedback loops can help staff transition confidently
and maintain process consistency.

The lessons are clear: avoiding pitfalls requires strategic planning,
stakeholder collaboration, and a willingness to invest in intelligent,
scalable systems. Institutions that treat electronic asset pledging as a
long-term strategic initiative will be best positioned to realize sustainable
benefits and operational resilience.
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Chapter 6

Future of electronic asset monetization

As digital lending grows, the use of electronic
assets is quickly expanding. With active trading
and securitizations across many asset types,
pledging electronic assets to the Federal Reserve
and similar institutions is also rapidly increasing.
The next frontier is unlocking new monetization
pathways that span the secondary market,
securitization, warehouse lending, and beyond.

For example, warehouse lenders are noticing

the potential for digital assets, which offer a
streamlined way to verify collateral in real time,
reducing risk, and improving transaction velocity.
By automating verification and cutting down the
documentation friction often associated with
traditional loan sales, electronic assets enable
faster capital recycling and more frequent
transaction cycles.

Securitization is another area of significant promise.
Electronic assets provide an ideal solution as
institutional investors demand greater transparency
and regulatory oversight in loan-backed securities.
Their digital provenance and immutable audit trails
allow for real-time portfolio insights, better risk
assessment, and improved investor confidence.

For issuers, this means lower capital costs and faster

execution timelines.
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"The future of lending is not just digital — it's intelligent,
automated, and interconnected.”
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Conclusion

The digital transformation of eAsset management is more than aspirational — it's an absolute
necessity. As financial institutions face tighter regulations and rising market demands,
electronic assets provide the tools to respond faster, smarter, and more securely.

This eBook outlines the key pillars of a successful electronic asset pledging strategy — from strategic
planning and technical foundations to implementation and legal and compliance best practices.
Through real-world case studies, we've shown how institutions accelerate efficiency, enhance audit
readiness, and unlock new liquidity options.

Now, it's time to apply what you've learned here to your organization.

Wolters Kluwer is here to help. With proven platforms, regulatory expertise, and a consultative
approach, we're ready to guide your pledging journey.

Explore how your institution can gain
a competitive edge in the age of digital lending.

Visit our site to learn more >
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