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Uncle Sam’s
Secret
Bitcoin
Windfall

By JEFF JOHN ROBERTS

The federal govern-
ment has seized
billions of dollars’
worth of Bitcoin from
criminals. Critics say
it'smismanaging that
digital wealth.

The
Accidental
Guru

By ADAM LASHINSKY

Eric Ries’s “lean
startup” thinking has
inspired countless
executivesto become
acolytes. Notbad fora
guywhodoesn’treally
like business.
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IMAGINE YOU couLDp put the secret to innovation in a box. You start with

a simple cardboard container about the size of a ream of copier pa-
per—and make it fire engine red to get everybody’s attention. On top,
you print the words: PULL 1N CASE OF IDEA. Inside, you place six brightly
colored guide cards to help the recipient, step by step, generate and fine-
tune his or her brainchild, gather data to support it, test and challenge it;
and ultimately pitch it to the boss. Then, for kicks, you toss in a Starbucks
gift card—and, oh yeah, $1,000 in no-questions-asked seed funding.

That was the wild notion that Mark Randall, chief strategist and vice
president of creativity at Adobe Systems, came up with to ignite innova-
tion at the San Jose-based software and data analytics company. He
called it the “kickbox™—a magical cardboard bundle to kick-start creative
problem solving. But his own big idea was even wilder: to give the box to
any employee in the company who asked for it. That’s right, aniybody—no
matter if he or she had a good idea... or any clear-cutidea to begin with.

That was in 2013. Since then, some 2,000 Adobe employees have
grabbed a box and thought outside of it, churning out'novel product
offerings and even some improvements-to internal operations that have
served both customers and employees well. One telling stat: Last year
more than 960 Adobe employees filed a.patent application. (Only 130 of
them came from the company’s official “research team.”)

The kickbox—despite its genérous $1,000 prepaid credit card—is
“actually the smallest innovation investment we make,” says Randall,
“compared with our research labs, university collaborations, entrepre-
neurs-in-residence, or,product teams.” And importantly, it has sparked
more than just geod ideas, it has also helped energize Adobe’s workforce.
“Kickbox is a culture change program disguised as an innovation pro-
gram,” said one university professor who has studied the effort.

Randall, who joined the company 12 years ago after Adobe bought his
third startup, has another phrase for it: “Putting trust in action.” When
you show the people who know your customers, your systems, your chal-
lenges, and your opportunities the best that you have confidence in their
Judgment—it changes the workplace dynamic, he says. Employees go
fromsaying, “Tell me what to do,” to doing what needs to be done.

Indeed, you might say that cultural motif has something to do with
‘Adobe’s remarkable success. The creator of the PDF, Photoshop, and
Flash has quintupled its stock value over the past five years under CEO
Shantanu Narayen. Its revenues are soaring, its profit margins are plump
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as a Christmas goose, and a

big reason why—say its own
employees—is because of how
the company treats its employ-
ees. Adobe considers it§ workers
free agents of innovation—or

as Randall phrases it: “CEQ@s of
their own ideas.”

Read through ourannual
“100 Best Companies to Work
For” list, beginning on page 23,
and you'll see that same theme
throughout. Employees at
Drepbox are given time each
year to work on anything they
want; from moonshots to mod-
est side projects. Staffers at de-
sign services firm Kimley-Horn
are encouraged to create their
own “mini practices” within the
firm and pursue new markets.
Twenty-three of the companies
on our list offer workers paid
sabbaticals; some firms, like
Nvidia, put so much trust in
their talent that they offer them
unlimited time off.

Not every company, of course,
has that kind of relationship
with its employees. But employ-
ers who can forge that trust
with their workers seem to have
an extra advantage on the com-
petition: They get a potentially
never-ending font of fresh ideas.

(T D

CLIFTON LEAF
Editor-in-Chief. Fortune
@CliftonLeaf
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New.Tax Cuts
Will Save Billions.
But for Whom?

Dems say tax windfalls won’t work their way down to
employees. Republicans say they already have.
Here's how hoth sides are getting it wrong. By Geoff Colvin

RILT

PAGE

1

HEADLINES DRIPPED WITH SCORN when
 Kimberly-Clark announced in
January that it would lay off 5,000 to 5,500
employees. The company “celebrates the
Trump tax cuts with massive layoffs, share
buybacks,” said Salon, and will “use savings
from tax cuts to pay for layoffs,” said Washing-
ton’s political chronicle, The Hill. Similar
disdain followed January layoff announce-
ments from Pfizer, Walmart, Microsoft,
Coca-Cola, and many less prominent >

3
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BRIEFING

B> employers, coalese-
ing into an angry
narrative: Greedy
companies are firing
workers just days after
getting a historically
giant tax cut that will
save them billions—a
tax cut that was promot-
ed by President Trump
and Republicans as a
job creator.

The narrative reveals
more about today’s
hyper-partisan discourse
than about the reality of
the new tax law, which is
likely to affect jobs and
the economy in impor-
tant ways that don’t fit
either party’s talking
points. The greedy-
employers notion is sim-
ple cherry-picking. U.S.
employers lay off over
a million workers every
month (typically over
2 million in January, the
No. 1 month for layoffs)
and generally hire more
than that, which they
did in January; employ-
ment rose by 200,000.
It’s always easy to find
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companies getting rid of
workers and just as easy
to find those announc-
ing major hiring plans,
as Apple and JPMorgan
Chase did in January.

The overlooked larger
point is that Washing-
ton’s intense focus on
job creation—the new
law is called the Tax Cuts
and Jobs Act—makes no
sense. The labor market
is tighter than it has
been in decades, with
unemployment near an
all-time low at 4.1% and
unfilled job openings
near an all-time high at
about 6 million. A disin-
terested observer might
say the U.S. doesn’t need
more jobs; it needs more
workers.

And even if creating
lots of new jobs were a
realistic objective, this
tax cut is not especially
well designed to do
that. It will ¢ertainly put
more money into em-
ployers’ hands, but it of-
fers themi n6 particular
incentives to spend that

LABOR PARTICIPATION RATE*

10%

65

60 |

2000 2018

money on hiring. In fact,
it does the opposite: It
incentivizes employers
to replace workers with
machines. For the next
five years, it lets compa-
nies deduct the full cost
of new equipment in
the year it’s purchased,
rather than spreading
it over many years. In
today’s tight labor mar-
ket, replacing workers
with industrial robots or
customer service kiosks,
for example, is strongly
tempting. The new tax
rule makes that option
much more attractive.
So it’s far from clear
whether thelaw will
increasejobs; and that'’s
not surprising. “There is
no'evidence that a cut in
corporate taxes is associ-
ated'with any significant
impact on employment,”
conclude longtime U.S.
tax policy researchers
Karel Mertens of Cornell
University and Morten
O. Ravn of University
College London. Yet
with employers today

ANNUAL CHANGE IN AVERAGE
WORKERS EARNINGS*

HOURLY, ALL PRIVATE
EMPLOYEES

2008 2018 |

* AS OF JAN. OF EACH YEAR, SEASONALLY ADJUSTED

unable to fill millions

of jobs, that windfall
could still be good news
for current workers,
because it could encour=
age companies to raise
pay. Scores of compa-
nies have anneunced
employee one-time
bonuses;which'by
themselvesiare not
significant. But many
are also raising mini-
mum pay and contribut-
ing more to employee
401(k) accounts; some,
notably Starbucks and
Walmart, are expand-
ing paid family leave to
more employees.

Which raises an
intriguing possibil-
ity: Even though the
U.S. economy is at
economists’ definition
of full employment and
then some, the new
tax law could nonethe-
less increase employ-
ment—just not in a way
its supporters may have
anticipated. Labor force
participation is down
significantly over the
past 20 years, but rising
pay and benefits could
entice some people off
the sidelines and back to
work. The law’s personal
tax cut could furnish
an additional incentive
because when people
get to keep more of what
they earn, working looks
more attractive.

Don’t expect to see
the true effects for some
time, though, punditry
aside. Whatever the pol-
itics, the U.S. economy
is more complex—and
more interesting—than
the sound bites suggest.
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- AND GLOBAL GROWTH LOOKS
i e Lt PRETTY DARN GOOD

PRESIDENT TRUMP didn't quite get the 3%
ANNUAL GROWTH IN GDP, 2009-2017 GDP boost he was hoping forin 2017, but at
g : 2.3%, the U.S. economy is chugging alona.
Meanwhile, India and China soared more
than 6%, and overall global growth saw
a2.9% increase. Don't bank onthe good
times lasting toofong, though. Economists
see risksin political unrest, tradewars,
and overheated markets, and anticipatea
slowdown by 2020.
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RETAIL BANKER

INTERNATIONAL

Retail Banker International Asia
Trailblazer Summit and Awards 2018

THURSDAY 1ST MARCH 2018, SINGAPORE

Retail Banker International Asia Trailblazer Summit and Awards is returning for its 9th year on 1st March-2018!"Our
high-calibre speaking faculty will engage in intense debates, focusing on key industry issues, and sepier banking
executives will get the unique chance to engage with each other and address practical solutions fer pressing
matters within the industry.

Our Summit is the leading forum for senior banking executives to meet, engage and discuss the-key issues affecting
the retail banking industry today.

The 2018 edition of the leading strategic event will host a very high calibre speaking faculty who are primed to
deliver presentations, sit in on panel discussions and engage in hotly disputed'debates on the most pressing
industry themes. With modernisation changing the face of banking, the\9th-edition’of the summit will focus on
4 key themes to dissect the challenges, pinpoint the opportunities and‘addressithe practical considerations for
achieving the objective of remaining profitable and proving to be relevant and engaging.

Following a full day of panel discussions, case studies and keynote presentations forecasting the future of banking,
the evening will celebrate those institutions who implemented suceessiul'initiatives over the course of the past year.

If you would like to attend or find out more, make sure to book new_oremail us at events@arena-international.com!

WHO WILL YOU MEET?

®m  ANZ Banking Group B United Overseas Bank Job Title

B Bank Central Asia Singapore ® PT Bank Sinarmas ® CIO

B Bank Muamalat m  Orient Commercial Bank ® CEO

B Bank of America ®  Malayan Banking Berhad ® SVP

® Maybank B Industrial and Commercial " P

m Standard Chartered Bank Bank of China _

® . VPBank ® HSBC Bank ot e

m Vattanae Bank B Deutsche Bank W Chief Representative

@) CIMB Bank Berhad H Citibank B Head of Marketing & Strategy
®\ DBS ® CIMB Bank B Executive Director

events@arena-internatioal.com
www.arena-international.com/rbi
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launched in December
[ and is on the verge of
selling out its inven-
tory. Ellevest, a digital
investment platform
(similarly nicknamed
“Wealthfront for
women”), promotes
strategies that account
for women’s earnings
and life expectancy.
And WeWork-esque
| women-only cowork-
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YES, EVERYONE
YOU KNOW
ing spaces have flour- REAI-I-Y'S ["]INE

Forget ‘UberforX,” @ ioiche™ THEWHOLESD

LAST MONTH, execs
f J | Hl_‘l?’ and more). at Applegate noticed
Try' XforWomen™ | meiwrcn
panies will create increase in shipments
It's not just Doritos. A growing cottage indus- comparable products of its sugar-free bacon
try of startups is catering primarily to women. and charge more, |  overthe previous five
That might be a good thing. By Valentina Zarya exacerbating the “pink weeks. The reason? The
tax” already paid by brandls I!I:IEnsmg part-
3 = . 3 nership with Whole30—
SITTITT !N FEBRUARY, Pepsi CEO Indra Nooyi women in mapy cat- adiet plan that bans
mentioned that she wanted to make egories. (Se farimost added sugar, alcohal,
snacks that cater to women—Iless mess, less erunch, of these startups are grains, lequmes, dairy,
less crinkly bags. Cue a full-blown Internet backlash |  pricedicompetitively.) MSG, sulfites, baked
over “Lady Doritos.” (Doritos tweeted that the chips |  Thepremise, though, goods, and junk foods
would not be created.) | . 1s more businesses for 30 days. The dist
. : : : | : has become so popular
But Nooyi wasn't al(.me in wanting to twe’a:k a l wh()s_e primary audi- i ot raw RS Gee
§ successful model to suit :lifem.ale audience. 1~he | “\ence isn’t a tech bro, bestselling books and
s past year has seen a proliferation of women-focused but the too-often over- a limited line at Blue
i companies. High-end razor service Billie, which looked other half of Apron. Expect more
: has been called the “Dollar Shave Club for wemen,” the population. businesses to hop on
the bandwagon.
—BETHKOWITT

3 THE KIDS ARE

§ NOT ALL RIGHT

= Kids’ dubious dares—

] thinkListerine and : .

/ oy i i TIDE PDDS | BURT’S BEES § SMARTIES i WHIPPED CREAM

k] lg'[]qgs—havga s ! Thefad of chewing Applying thelip Kids’ snorting the Conagra’s label says

£ o) r.‘,histurgofgun]g viral . thedetergentpellets balm [now owned by pulverized confec- notto "deliberately”

E &ﬂ;uctalmedla,much . helpedspurteen poi- : Clorox] to their eye- tions prompted a inhale the nitrous

2 to P"“?“tha"“faﬂ‘ son-control cases to lids, teens dubbed Rhode Island school oxide. But even Demi
, turers’ dismay. 165thisyear(triple :  thepeppermint-in- towarnin 2014 ofa Moore reportedly

—JEN WIECZNER allof 2017). :  duced buzz “Beezin.” nasal maggots risk. tried “whip-its.”
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5
prices have reacted so more than 214 years—
Bu Ckle U p_ little to so much—dev- ! and nearly 60%
ugs astating hurricanes, higher than the day
VOIatlhty IS BaCk political (and literal) Lehman Brothers filed
5 firestorms, nuclear for bankruptcy.
After years of Shrugg'“g off tl:'e news, Wall missile threats—it was | The traders used to
Street h_as regained its capacity for fear. as though the market | winning bets on calm
By Jen Wieczner had absently looked | waters—the VIX hit
30 up to check the head- | arecord low just last
CBOE VOLATILITY INDEX (VIX] back to sudoku. | Credit Suisse shut
And then, on the | down a VIX-shorting
30 first Monday in Febru- product after it im-
FEB 122018 & ary, the long-catatonic ploded overnight:
28.2 Dow Jones industrial When volatility
average nose-dived kicks in; some inves-
20 1,175 points, partly tors like to say, that's
reacting to bearish when the fun starts.
inflation expectations, But it’s also a sign of a
and the S&P 500 bull market sputtering
i volatility surged to out. One important
f heights not seen since thing to remember:
LECED BEULe L L oo 2009. The CBOE The VIX is not a
e o1 volatility index—bet- measure of current
m WHEN THE GOVERNMENT [FIRST) ter known as the Wall volatility, but rather of
shut down this year, the market Street“fear'gauge,’ what investors expect
barely shrugged. When Donald Trump pulled orthe VIX—spiked it will be in the future.
off a surprise victory in the 2016 election, it kept 116% and kept rising: As long as it remains
right on chugging. The Brexit upset? A tremor The next day, the VIX elevated, there are
so imperceptible, it wouldn’t even register on briefly jumped above likely more panicky
the Richter scale. Indeed, in recent years, stock 50, its highest level in free falls ahead.
Iaathelr seats. AniPic thester more than haif
Lofbs Fating'a cultural ArdlaRcs. in2017. )
shift, movie theater Then there's the
MI]V'ETHEATERS operators have been other end of the

WANTTHEIR
GROOVEBACK

CAN A CRAFT cdbktall
and a lsbster fall help
defeat Netflix? That's
the ideabehind iPic
Entertainment, the
laxbgyimovie theater
chainthat recently
IPB-ed with a plan

to expand beyond

its 16 U.S. locations,
all offering gourmet
cuisine and cushy

farced to impro-
vise. Big chains are
rolling out features
like reclining chairs,
reserved seat-

ing, and improved
concession menus.
[Texas-based Alamo
Drafthouse delivers
primo entrées to
your seat.] And yet
the bleeding contin-
ues. Shares of AMC
Entertainment, the
largest U.S. theater
owner, declined by

LOBSTER
ROLL

price spectrum:
Budget-friendly
MoviePass, which
offers unfimited
tickets [uptoone a
day] for a menthly
fee, recently saw its
membership soar to
more than 2 million.
Whichever model
wins out, it's clear
it'll take a lot more
than stale popcorn
to compete with
your couch.
—TOMHUDDLESTON JR.

O COURTESY OF IPIE
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 SHOPPING

COMING SDON TO A STARBUCKS near you: less variety. The coffee
giant is planning to remove 200items, or 30% of the types
of merchandise that it sells in front of the counter. The goal?
Simplifying operations, decluttering shelves, and not saddling
stores with products customers end up not liking.

Starbucks is hardly the only retailer to discover that less
is often more. Target is two years into an effort to shrink the
array of sizes, flavars, and even brands on its shelves. Ditto
Kohl's, which is offering high-volume goods in stores and
saving the wider variety for online. Gone are days of shocking
and awing shoppers with selection. As former P&G CEQ A,G.
Lafley putit, “You're wasting their time.” —PHIL WAHBA

RETAILERS
LEARN THAT
LESS IS MORE

STARBUCKS
WILLSELL30%

FEWERTYPES OF
MERCHANDISE

FEW TOPICS

&= seem to rankle
President Trump so much as
America’s “very bad deals” with
its-trading partners. And 2018
seems poised to be a year of tough
negotiations. But hardball goes
both ways. To wit: Trump’s global
tariffs on solar panels and wash-
ing machines were met with a
Chinese probe into U.S. grain ex-

Trump's
Trade
Wars

The President thinks the
U.S. has made a lot of bad
deals. The alternatives
could be worse.

O CUPS: REBECCA SAPP—WIREIMAGE/GETTY IMAGES; TRUMP: BRENDAN SMIALOWSKI—AFP/GETTY IMAGES

By Grace Donnelly ports in February. Multinational
businesses, beware.

CANADA | MEXICD CHINA . GERMANY
TRADE DEALWITH LS. NAFTA _NAFTA Bilateral TTIP {[proposed]
TRUMP'S TAKE "We can’tlet Canada “Mexico is killing us "We should be very "Very unfair.”

or anybody else take on jobs and trade. tough on them on
advantage [ofus].” WAKE UP1” trade.”

VALUE OF TRADE $582 hillion $557 billion $635 billion $171 hillion
WITHTHE LS. [(517Enillion.S: {$71.1 billion deficit] [$375.2 billion deficit] [$64.3 hillion deficit]

defigit]

 BEST-CASE
SCENARID

WORST-CASE
SCENARID

 WHATTO EXPECT

 AmodernizedNAFTA
Trade pact tornup

Even as Justin Trudeau

takesa hardlineon
terms like the sunset
clause [how often the
trade deal will be re-
newed) a compromise
islikely. Experts sayif
the deal doesn’t move
forward by March 31,
negotiations will con-

tinue into 2019.

Mexico’s elections

 Dealinkedbefore

Fairer trade [especially

for U.S. tech firms]

heatup

Trade pacttornup

mentishigh as Mexico's
July presidential elec-
tionsloom. If the early
favored candidate, the
leftist-populist Andrés
Manuel Lépez Obrador,
assumes power, Mexico
is less likely to play ball
withthe U.S.

Anti-American senti-

Trade war

tensions last year could
boil overin 2018. Expect
more tit-for-tat volleys
like inspections and tar-
iffs. If such skirmishes
eruptinto atrue trade
war, U.S. multinationals
like Boeing and Apple
would feel the pain.

Relatively subdued

© TTIPnegotiations
reopened

Transatlantic trade war

Not much to see here.
The Trump administra=
tion's stance on climate
change and protection-

ist positions make it
unlikely that there will

benewtrade agree-

ments with the EU.

SOURCES: U.S. CENSUS BUREAU, IHS MARKIT, BRODKINGS INSTITUTION
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LAGUNITAD
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How Lagunitas Brewing Co. came to be. Interview by Dinah Eng

When Tony Magee's printing business went belly-up in the "30s, he decided to open
a craft brewery, trying his hand at creating new home-brew flavars. Living off credit
cards and home-equity loans, he built Lagunitas Brewing Co. into a brand known for
its pot-smoking founder and freewheeling pub parties. Lagunitas, now fully owned
by Heineken International, had $228 million in annual revenue in 2016, and Magee
remains as chairman of the board.

HOW | GOT STARTED

<

TonyMagee
relaxesinthe
tasting area of
the Lagunitas
breweryin
Petaluma, Calif.

1 STUDIED MUSIC composition at
Northern Tllinois University. I was
good, but not great, and I dropped
out: I moved to California and in
1987 took a sales position in San
Francisco with a printing company.
Printing is a lot like music. Some-
body creates a piece of art, and you
have to translate it into something
that can be printed into infinity.

I got married and was printing
Visa card solicitations for banks.
When the Gulf War happened, my
printing business collapsed as the
banks canceled their mailings.

It was 1991; I had no income.
My wife, Carissa, was working at
a recycling center. The house was
moving into foreclosure, and our
credit cards were being closed one
at a time. We were young and had
marital problems.

When you've achieved a couple
of things, and it’s all taken away,
those can be mystical junctures in
life. As Kris Kristofferson wrote,
“Freedom is just another word for
nothing left to lose.”

For Christmas 1992 my broth-
er—who worked for a brewpub
in Oregon—bought me a home-
brew kit. The first batch of beer
was beautiful, which gave me the
courage to do a second batch. The
second batch was a failure. But I
thought I had a chance at doing
something great, so in 1993 I de-
cided to open a brewery.
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O COURTESY OF LAGUNITAS

PRACTICAL
EXPERTISE

At that point I could either pay
back income taxes or invest what I
had in starting a new business. So
with $35,000 I bought some brew-
ing equipment and started Laguni-
tas. The taxes eventually got paid.

I was a college dropout, smoked
a lot of pot, and my brewery took
up 750 square feet of the back
of an old grocery store in For-
est Knolls, Calif. From day one, I
was the CEO, CMO, CTO, COO,
everything. Every chance I could, I
would hire a virtuoso to play one of
those roles.

The best things happen when
you just go, go, go. I didn’t have a
business plan. I was just going to
sell beer and make more than it
cost me to brew it.

I refinanced the house constant-
ly. I would take $1,000 from the
business, redo two bathrooms, then
have the bank assess the increased
value and give us a $12,000 loan.
We paid all the brewing bills late.

In 1999, at the peak of the
doteom boom, I raised $600,000
to move the brewery to a larger
space. OQur investors included my
landlord, a teacher, a chaplain, and
other ordinary folks. A veterinar-
ian gave me $15,000, and when we
finalized the Heineken'sale-years
later, I gave him $7million back.
But from 1999 162015, none of the
investors saw any return at all.

We werenever in it for the mon-
ey, because there was no money.
We were in it for the people—our
employees, our distributors, our
invéstors—whom we had made
promises to. Because of those
promises, there was no way I could
let the business fail.

POWERTRID

THETHREEBEERS
THATPUTLAGUNITAS
ONTHEMAP.

IPA

The company describes
itsNo.1sellerasa
“well-rounded India
Pale Ale with a bit of
caramel malt barley
richness to mellow out
the twang of the hops.”
ALITTLE SUMPIN’
SUMPIN’ ALE
Lagunitas’s No. 2-sell-
ing beeris a pale
wheat ale that has
enough hop bitterness
for IPA fans but with
the smoothnessofa
Hefeweizen.

THE WALDOS’
SPECIALALE

The brewery’s “420"
celebrationaleis
described as “her-
baceous, botanical,
dank, and resinous.”
Definitely one for the
Deadheads out there.

Our marital issues worked out
when we focused on making good
things happen with the company.
Carissa scheduled the plant opera-
tions and logistics for the first 15
vears. I designed all the labels, the
recipes, and marketing copy, then
later handed the recipe writing
to a head brewer. We don’t have
any kids, but at one time I had

900 employees.

It was easy to sell our beer be-
cause we were different from other
brewers. We'd throw a party at the
brewery, and 2,000 people would
come for five hours. It created
stories that we used to promote
the brand.

For example, in 2005, the
California Department of Alcoholie
Beverage Control investigated us
for several weeks. Their agents tried
to buy pot from our employees, and
no one would sell it to them. They'd
offer it to them for free:

On St. Patrick’s Day, out came
the badges, and they suspended
our license for 20.days for not
properly policing marijuana use in
a licensed facility. They were nice
about it, though. They allowed me
to pick the time frame when we'd
shut down. We created the Under-
cover Investigation Shut-Down
Ale, which became really popular.

In early 2015 I was thinking
about getting older and looking at
how the company would continue
without us. Anheuser-Busch was
buying up breweries around the
U.S. There was a lot of controversy
in the industry about who was a
craft brewer and who wasn't. I took
a meeting with Heineken.

I offered them a 30% stake, and
they said, “No, how about fifty-
fifty?” My jaw went slack. I was
initially hesitant because if there
are disagreements and we're fifty-
fifty, how would we resolve things?
But we developed trust and went
forward. It became the perfect
relationship.

Heineken provides finance and
the expertise to grow into new
markets, while the marketing, the
voice of the brand, and the decision
on making new brews is ours. Last
year they bought the rest of the
company.

I'm proud of having gotten the
ship into port. All my employees
have career opportunities that
were undreamed of five years ago.
All my investors got a great return,
and my wife and I are financially
safe now. @
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Chronicle, the latest graduate/of Alphabet’s experimental X
unit, scours data to detect.eyherattacks. By Jonathan Vanian

o
DESTIINES

ASTRO TELLER, LEADER OF ALPHABET’S SECRETIVE moonshot factory,
X, focuses on solving the planet’s biggest problems. And there’s a
big one that every.21st-century business grapples with every day:
hackers who relentlessly try to infiltrate computer networks and
steal sensitive information.

In an effort to help corporations gain the upper hand, Teller’s
skunkworks has created a tool intended to solve a common com-
plaint in IT departments—an overwhelming number of cyber-
security alerts. The software, part of a project dubbed Chronicle,
uses machine learning to filter out false alarms so that techni-
cians can concentrate on only the most important warnings.

If that sounds pedestrian compared with X’s other moonshots,
you wouldn’t be wrong,. Since its founding eight years ago, X has
incubated some far-out ideas: self-driving cars, contact lenses that

measure blood sugar, and giant balloons that
beam Internet connections to everyone below.

But faster and more accurate automated
alert filtering is a small step toward tackling
a far larger challenge—to develop what Teller
describes as an “immune system” that could
help organizations predict and defend against
cyberattacks before they infiltrate a network.
Chronicle’s algorithms sift through massive
volumes of corporate data along with infor-
mation generated by the customer’s existing
security tools. Over time, the system learns
what to flag and what toignore.

“It’s like automating Sherlock Holmes,”
Teller says. “We're'going to get a teenage
Sherlock Holmes at some point, and then he’ll
get more sophisticated over time.”

When X projects show enough commercial
promise, they “graduate” from being mere
experiments into independent companies.
Chronicle, announced in January, is the third
to graduate and remain within Alphabet, al-
though its software remains under wraps for
companies not involved in tests of the service.

Ruth Porat, Alphabet’s chief financial of-
ficer, has made no secret of the fact that she
wants X to tackle projects that have a better
chance of turning a profit and don’t just
grab headlines. Software for what Gartner
estimates is a $93 billion global information
security market certainly fits the bill, aligning
with a broader Alphabet strategy to diversify
its revenue and become a stronger business
technology rival to Microsoft and Amazon.

Bill Coughran, a partner at Sequoia Capital
and a former Google engineering executive,
says the sheer number of security startups
makes it challenging for any one company
to stand out. A company’s success in selling
computer security depends on its software
handling many tasks well, he argues. One
way for Chronicle to get a leg up in the market
would be to use Alphabet’s deep pockets to
undercut the competition on price. “There are
a number of security products that are too
expensive,” Coughran says. Customers are
always on the hunt for cheaper options.

Teller believes Chronicle can thrive in a
crowded field. In the end, cybersecurity re-
mains a cat-and-mouse game, he says. Those
that make real progress will “get computers a
lot more involved in doing the cat part.” After
all, who wants to be a mouse? @
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WHEN A BLUGKCHAIN 5 YOUR BROKER

The technology behind Biteoin could someday change the way you invest—even if you never invest in Bitcoin.
Here’s how some firms are bridging the gap between Wall Street and the cryptocurrency crowd. By Robert Hackett

ON A CRISP MID-JANUARY MORNING, | ARRIVE AT THE BOSTON swings,” Allaire says with a shrug. The boss,
headquarters of Circle, a cryptocurrency startup, just as who resembles a softer Steve Ballmer, saunters
the markets tanksAs the day unfolds, virtual coins hemorrhage bil- past a klatch of employees chowing down
lions of dollars in value. The price of Bitcoin—along with those on Aussie-style meat pies. As we walk past a
of the majerity'ef the top 50 cryptocurrencies—plummets more shuffleboard tabletop to chat in a conference
than 2@%. It’s one of the market’s worst one-day routs in a winter | room, he seems...pleased?
full of them. Panicked investors dub the drubbing “Red Tuesday.” ' After all, whether the markets sink or soar,
But Circle’s office is unusually tranquil. No managers are throw- Circle is set to make a killing. The business
ing@hissy fit. No one is shouting “Sell! Sell!"—or “Buy! Buy!” for operates Circle Trade, one of the world’s big-
that matter—from behind a bank of blinking computer monitors. gest “over the counter” trading desks for eryp-
No subordinates are whimpering. And CEO Jeremy Allaire is the tocurrencies. When big price movements push
calmest of all. “In this market you have to assume regular 20% investors to buy and sell, Circle acts asan >>
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B> intermediary between whales and eager
shoppers. Within Circle’s circle, volatility is a
moneymaker. “When things start to get really
out of whack really fast, that tends to be good
for us,” says Dan, Circle’s fast-talking, South
Shore of Boston chief trader, who asks Fortune
not to print his last name because he “prefers
to keep a low profile” for security reasons.

Scenes like this calm-amid-chaos tableau
are becoming commonplace at some adven-
turous financial firms. Circle and its peers
handle deals whose scale could overwhelm
exchanges better suited for smaller sales, like
Kraken or Coinbase’s GDAX. Camberland
Mining, a subsidiary of the high-speed trading
firm DRW in Chicago, advertises $100,000 as
its minimum deal requirement. Garrett See,
CEO of DV Chain, a boutique Chicago firm
that runs a eryptocurrency trading desk, says
his firm’s average deal size is in the hundreds
of thousands, with the largest being about
$5 million. “The largest sellers come from
early adopters,” he says of his clients. “Once a
quarter, someone wants to buy a jet”

Other big names in the field include Genesis
Trading, a New York-based spinout of Second-
Market, the private-company stock exchange;
and Octagon Strategy, in Hong Kong. Of
course, the very existence of these firms is
ironic: In the trading of eryptocurrency, a fi-
nancial innovation that theoretically eliminates
the need for a middleman, they're establishing
profitable businesses—as middlemen.

Still, these firms are playing a role that
mainstream financial services companies,
concerned about digital eurrencies’ volatil-
ity and a murky regulatory climate, have
shunned. And at least one'cempany, Circle,
is laying the groundworkfor an era when
investors might see no.meaningful distinction
between a traditional bank or brokerage and a
cryptocurrency-based one.

CIRCLE TRADE CUSTOMERS TEND TO FALL INTO A FEW
categories: early investors whose coins have
soared in value; coin “mining” operations; and
eryptocurrency business ventures, including
other exchanges, hedge funds, family offices,
and projects that have hosted “initial coin
offerings.” These clients often hope to move
large sums, quickly: Done all at once through a
single exchange, such moves risk erashing web-

sites and causing sharp price drops. So many crypto-tycoons off-load
the risk by selling their holdings to a trading desk, letting the traders
handle the hustle.

The desk, whose website says it trades more than $2 billion a
month in cryptocurrency, is the primary reason Circle is profitable;
trading brought in more than $60 million in revenue over the past
three months alone, according to a source familiar with the ¢om-
pany’s financials. But it’s only part of Circle’s vision: The startup
has a bevy of other products: There’s its Venmo-like Circle Pay app,
which lets users send money with the ease of a text-message. There’s
its soon-to-launch Circle Invest app, which aims to encourage small,

steady investments in cryptocurrencies the way Rebinhood does
for stocks. And there’s its Centre protoeol, an open-source project
designed to make disparate digital wallets—like those from Alipay,
PayPal, or, yes, Circle—interoperablewith one another.

Circle is preparing for a day when cryptocurrencies become per-
vasive, prices grow less volatile; and the utility of digital tokens goes
undisputed. If most of the dozens of exchanges competing today
are just places to buy and sell coins, Circle has loftier ambitions: It
wants to eventually helpyou turn your trading profits into a Tesla,
a mortgage, or a portfolio of blue chips. Circle has ample funds,
mainstream investors, sophisticated tech—and a legitimate chance

TR
“IDONTKNOW
WHOTHE CED
OF SEARS
WAS BACK

IN THE MID-
'90S ... MAYBE
IN20YEARS
NO ONE
WILLKNOW
WHO JAMIE
DIMON IS

Circle CED
Jeremy Allaire,
on mainstream
banks’ aversionto
cryptocurrency

_/

at building the bank of the next century around
crypto-finance.

When Allaire cofounded Circle in 2013,
dark-web markets and criminal activities
dominated the discussion about cryptocur-
rency—and he cut against the grain by resolv-
ing to work closely with regulators. At an early
Bitcoin conference in London, Allaire and his
cofounder, Sean Neville, Circle’s president,
laid out their vision before a rowdy throng of
crypto-anarchists and libertarians. One audi-
ence member asked them whether, if presented
with a subpoena requesting information on
customers, they would hand the data over. Al-
laire didn’t hesitate in his response—Hell yeah,
of course! The confab nearly broke out into a
brawl, Neville recalls, with one rabble-rouser
rushing the stage, pumping his fist and shout-
ing to the others, “I will go to jail for you!”

The issue became more than theoretical
after Circle debuted its Bitcoin product in
May 2014 Fraudsters used stolen credit card
numbers to make purchases with the specula-
tive cryptocurrency, thus saddling the startup
with high fraud-mitigation costs. Circle
eventually pulled the plug on the Bitcoin
capability within the app, earning the ire of
Bitcoin devotees. Still, the company outlasted
the shutdowns, bankruptcies, and arrests
that bedeviled the first round of Bitcoin &>
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WHERECRYPTO-SHARKS SWIM

There are dozens of cryptocurrency exchanges in the world; some
of the biggest are detailed here. Several U.S. exchanges are betting

that cooperation with regulators, and evolving r

elationships with

Wall Street, will eventually put them ahead of the pack.

BINANCE [HONG KONG) UPBIT
[SOUTH KOREA]
$1.93 BILLION
$1.40 BILLION
BITCOIN
SHARE:
——9.2% —13.0%
BITTREX COINBASE/GDAX
(US) [U.S]
$4333M $421.6 M
L 14.8% L 35.9%

KRAKEN
(Us]

SUBYIM

L 28.6%

GEMINI
(U.S]

$145.2 M

L sss%

AS OF JAN, 30, 2018; SOURCE: COINMARKETCAP

> entrepreneurs—thanks to its deep:pockets
and discretion. Behind the scenes, Circle had
supported Circle Pay with a trading desk to
provide users with liquidity in-all sorts of
currencies, virtual or otherwise. Beginning in
2016, that desk focused:on becoming a crypto-
currency market maker, and it flourished.
Allaire and Neville’s broader vision at-
tracted big investors—including Goldman
Sachs, ChineseInternet giant Baidu, and
venture/capitalist Jim Breyer, one of the earli-
est backers of Facebook. (In its last round of
funding, in June 2016, Circle was valued at
$4.80 million; it’s likely worth more now.) Al-
laire exhibits what Raj Date, a Circle investor
and erstwhile architect of the Consumer Fi-
nancial Protection Bureau, dubs “paradoxical
conservatism™as demonstrated by Allaire’s
tightness with regulators. Circle was the first
startup to be awarded a BitLicense, a certifica-

tion for virtual currency businesses issued by
the New York State Department of Financial
Services. And Allaire advises the Interna-
tional Monetary Fund on fintech policy. “Our
vision was always how to fuse theexisting
financial system with cryptocurrency as@
hybrid, digital model,” Allaire says.

Breyer compares Allaire to Mark Zucker-
berg in terms of long-term strategic thinking:
Just as the Facebook founder “instinctively
understood” the need for an overarching,
sticky social platform, notjust a network for
colleges, Allaire—ratherthan merely aiming
to build another bank~has designs on an
entirely new financial operating system.

TO ALLAIRE AND NEVILLE, THE CRYPTOCURRENCY
boom represents an inevitable transition:
money evolving from cloth to code. Over the
next five to 10 years, they say, all sorts of tra-
ditional securities will become “tokenized”™—
divvied up into virtual stakes recorded on
blockchains, the shared ledgers that power
cryptocurrencies. People will own and trade
small digital slices of everything from real es-
tate, to cars, to houses, to patents, to stocks—
many of which may programmatically pay
out dividends via software-defined “smart”
contracts. Advocates say this tokenized
future will make new asset classes accessible
to smaller investors and lower the costs of
transacting and investing, across borders as
well as within them.

While the cryptocurrency markets ride out their growing pains,
Circle’s trading infrastructure is providing the company with a run-
way for its longer-term goals. Bobby Cho, the head trader at Circle
competitor Cumberland, predicts that 2018 will be the inflection
point when more Wall Street institutions get involved—lured by
client enthusiasm and potential upside. For months, rumors have
swirled that Goldman Sachs will fire up a cryptocurrency trading
desk of its own. “In response to client interest in digital curren-
cies, we are exploring how best to serve them,” a spokesperson tells
Fortune. But for now, Goldman'’s sole exposure to the industry is
through its investment in Circle.

I ask Allaire whether he believes the incumbents, with their
loaded coffers, should take the idea of a tokenized market more
seriously. Jamie Dimon, the CEO of JPMorgan Chase, the largest
retail bank in America, has made no secret of his lack of interest in
Bitcoin and its brethren, after all.

“I don’t know who the CEO of Sears was back in the mid-'90s,

but I bet that CEO was making remarks about Internet shopping
that were pretty dismissive,” Allaire says. “Maybe in 20 years no
one will know who Jamie Dimon is.” @
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TAKE ONE STEP INSIDE LA BOITE, a Manhattan-

based spice emporium, and it soon becomes
= clear why owner Lior Lev Sercarz has earned
the monikers “spiceologist” and “spice thera-

pist.” The fragrant shop resembles an apoth-

3 i@ ecary of seasonings, stacked with glass jars
o e filled with his proprietary, exotically named
- 100 5 15X blends like Orchidea (Sichuan pepper, lime,

orchid root), as well as tins of his famous

When America’s best chefs need a pinch of magic to take spiced, French-style biscuits.
their dishes to the next level, there’s one man they call upon. For Sercarz, spices are not just a job but
By Stacy Perman | rather his mission in life. “I don’t just trade >
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> spices,” he says. “I came from the culinary world, and that's
what sets me and La Boite apart. I'm always thinking about blends.”

Sercarz’s passion and expertise have made him the go-to guy for
many of the world’s best chefs, who frequently call upon him to
concoct custom blends. James Beard Award winners Ana Sortun
of Cambridge, Mass., restaurant Oleana and Michael Solomonovef
Philadelphia’s Zahav and Federal Donuts both credit Sercaiz
with elevating their dishes. “He is an explorer,” says EricRipertof
Michelin-starred Le Bernardin in New York, who uses-.only Lia Boite
spices. “When you're around him, he’s very articulatej very energetic,

and very inspiring with his stories and the ideas he has'to use spices.”

Sercarz’s blends contain anywhere from nine'to 23 spices and
range in price from $13 to $27. His method'relies on craft, instinct,
and a dash of poetry. For instance, histangy, sweet, sour, and floral
eight-pepper Pierre Poivre is named after'an 18th-century French
horticulturist and missionary. Isphahan, a musky, smoky, sour, and
bitter combo made from dried Middle Eastern limes, cardamom,
and spices, is named after the ancient Persian capital.

Though he was born in.Istael; his culinary education is firmly
of the French school, having studied at the Paul Bocuse Institute
in Lyon, France, and under the tutelage of Michelin-starred chef
Olivier Roellinger:

It wasRoellinger who taught him the importance of spices. “He
told me, ‘Yowhave to learn to taste and smell and learn how to ar-
ticulate and to.describe all of these flavors.” Looking back, Sercarz
says this\was the beginning of La Boite. “But it took me 12 years to
understand that this is probably what I should be doing.”

In 2002, Sercarz relocated to New York and sent his résumé to
every exciting and important chef in the city. Only Daniel Boulud re-
plied. For four years Sercarz worked as a sous chef at Boulud’s Dan-
iel and two years at his catering business, before realizing that the
restaurant life wasn’t for him. “I needed to leave,” he says, crediting
Boulud with giving him the support and courage to forge his own

From left: Chef Lior Lev Sercarzin his kitchen
atLa Boite; his collection of more than 40 spice
blends are lined up in neat rows in his shop.
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path. “He showed me that the culinary world
doesn’t only end in a restaurant and there’s so
many other ways that you can express yourself.”

For the next five years, Sercarz supported
himself during the day as a chef for Citicorp
executives, while at night he worked out of
his basement apartment experimenting with
spice blends. He began selling his biscuits and
three blends, delivering them himself. Boulud
and Laurent Tourondel, who was just begin-
ning to launch his BLT restaurant chain, were
his first clients. His business grew, largely by
word of mouth.

In 2011 he opened La Boite in an
800-square-foot space in Manhattan’s Hell’s
Kitchen neighborhood.

Since then, Sercarz has attracted a growing
brigade of home cooks. Just try getting a slot
at one of his Intro to Spice Blending classes—
they are sold out until July. In 2011, La Boite
began selling online, and e-commerce now
makes up 25% of sales.

“Spices allow me to touch on a lot of things,”
he says. “It’s creativity. It’s a global conversa-
tion, and this to me is very exciting.” @

"HEISATRUEARTISAN. HEISAN EXPLORER
GOINGALLOVER THEWORLDTO FIND
THEBEST PRODUCTS.” —cher eric ripert
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Ireland’s capital is cool and quirky

with a booming tech sector and
vital pub culture. Marie-Claire
Sabogal, head concierge at the
Merrion Hotel, shows us her
favorite spots. ByAdamErace

Bestnewrestaurant:
Thefood scenein Dublin
hasabsolutely exploded.
OnCamden Street, Dela-
huntis aguintessentially
Irish brasserie and bar
thatemploystraditional
slow-cooking technigues
and farm-to-platelrish
produce. [t was originally
anapothecary, which
[thenewowners] have
refurbished, and predin-
nercocktails are served
atthe original counter.

Emerging neighborhood:
In South Dublin, residen-
tial Rathminesis full of
greatcafés, restaurants,
and barsand iswalking
distance fromthecity
center. Justrecentlythe
StellaTheatre opened

up after being restored
toits1920sglory:There
arecomfortablecouches,
chaise longues, andeven
beds, and theyserve
drinks andtapas.

Toughestdinner
reservation:Inthe
nearby coastal town
ofBlackrock, Michelin-
starred Heron & Grey
isanextremely difficult -
reservation to book. The
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dining space isextremely
small,and there'sonly
one sittingduring the
evening. I'm still waiting
onmy own reservation!

Cocktail spot: There's
alot of little cocktail
barsthatare hidden
away across Dublin, and
9Belowisthelatest
addition. Located justoff
St.Stephen’sGreen, it'sa
great, reservations-only
setting to escapefrom
the hustle apdbustle.

Shoppingspree: Setin
a beautifully restored
Geergian propertyon
MerrionSquare, Louise

Kennedy'is a boutique
offering unique gifts.
Kennedy hasaninter-
natienal reputation for
creatingclothesthatare
sophisticated, elegant,
and kind of luxurious. The
storedisplays notonly
beautifulwomen'sand
men’s clothing, but also
everything frombagsto
cufflinkstoitems she’s
collected and sourced
fromacross Europe.

[1] The front hall at the Merrion Hotel. [2] Mixologists
at 9 Below whip up some of Dublin’s best cocktails.

THE $10,000 DAY

We asked Sabogal to planusa
special, singular day in Dublin:
After a leisurely breakfast in our
Garden Room, you would take a
gentle stroll through Geargian
Dublin with a private guide. From
there you'd be whisked to the
historic Croke Park stadium,
home to Ireland’s national games
of hurling and Gaelic football.

A private tour of the stadium
would include a breathtaking

sky walk across its roof, which
offers unparalleled views of the
city. Lunch would follow at the
Michelin-starred Chapter One,
where chef-patron Ross Lewis
and his team serve dishes from

a bespoke tasting menu. Back

to the Merrion for afternoon tea,
where the pastries are inspired by
the hotel's art collection. Dinner
is the eight-course tasting menu
at Restaurant Patrick Guilbaud,
Ireland’s only two-star Michelin
dining. Finish the day with a glass
of rare Irish whiskey in front of an
open fire in the drawing rooms. @
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MICHAEL C.BUSH
AND SARAH
LEWIS-KULIN

» COME FOR THE GENEROUS sabbaticals, all-expenses-
paid trips, or eye-popping bonuses, but stay for the
parental leave, visionary management, and sense
of purpose. Fortune’s 21st annual list of the coun-
try’s greatest places to work truly has something
for everyone, And, as you'll see in the pages that
follow, they're hiring. &>

ILLUSTRATIDNS BY JONATHAN CALUBI
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¢ THE 100 BEST COMPANIES TO WORKFOR =

WITH ADDITIONAL REPORTING BY JENNIFER ALSEVER,
CHRISTINA AUSTIN, GRACE DONNELLY, ERIKA FRY,
LEIGH GALLAGHER, TOM HUDDLESTON JR., BETH
KOWITT, ADAM LASHINSKY, SY MUKHERJEE, ANDREW
NUSCA, JEFF JOHN ROBERTS, LUCINDA SHEN, ANNE
VANDERMEY, JONATHAN VANIAN, PHIL WAHBA, JEN
WIECZNER, AND VALENTINA ZARYA

> To create this list

and others like it, each
year we at Great Place to
Work survey millions of
employees in more than
50 countries to glean their
insights on what makes
them love the work they
do and to learn how their
employers have created an
exemplary work environ-
ment. We also conduct a
culture audit to review
each company’s benefits
and people programs. And
for a company to be one of
the best, we ensure that it
must be a Great Place to
Work for All—that every
demographic group in an
organization has consis-
tently high scores on our
survey.

Since we first began
compiling this list in 1998,
our methodology has
remained relatively un-
changed, but our original
formula of focusing only on
trust, pride, and camarade-
rie doesn’t work anymore.
The way we do business—
and work—has changed.
And we realized that we
needed to rediscover the
magic—how.each work-
place uses ts organizational

culture as a key ingredi-
ent for success. So for this
year’s ranking, we've added
a few new metrics to help
us take a more accurate
reading of how a company’s
great workplace culture
translates to its growth and
corporate excellence.

A Great Place to Work
for All has six components
we now measure: Values,
Innovation, Financial
Growth, Leadership Effec-
tiveness, Maximizing Hu-
man Potential, and Trust.
The key to business suc-
cess is maximizing human
potential, accomplished
through leadership effec-
tiveness, values, and trust.

Get those pieces right, and,

you will see innovation:
and financial growth:To
determine the rankingsfor
this year’s list of Fortune’s
100 Best Companies to
Work For; we scored each
company onithese six
components after review-
ing their employee surveys
a.nd-.cu Iture audit.

“‘We did this to reflect the
reality of the world today,
and to recognize and
learn from the organiza-
tions setting the pace—not

just for moral reasons,

but for business reasons.
Our most recent research
shows companies that rate
highest on the new “For
All” metrics have grown
revenue three times as
fast as rivals. In other
words, while trust fuels
business performance,
inclusiveness, or being
“For All,” accelerates it. Tt_
makes sense that “For All”
organizations race ahead.
Because nowybusiness suc-
cess relies-on developing
all your human potential.
Every.employee matters in
an economy that is about
conneetivity, innovation,
and human qualities like
passion, character, and
collaboration.

Applying this new “For
All” methodology to this
list has produced some-
what different results in
the rankings. For the first
time, Salesforce tops this
year’s list, thanks to its
efforts to create a Great |
Place to Work for All, its
commitment to philan-
thropy, and for creating a
globally cohesive culture.
“The intersection of our
values—trust, growth,

GRGANIZATIONS THAT SCORED HIGH ON
MEASURES OF INCLUSIVITY GREW REVENUE
THREE TIMES AS FAST AS RIVALS.

innovation, and equality—
and our actions creates
our Ohana culture,” says
CEO Marc Benioffi.“This
culture of family is at the
core of everything we do.”
Even‘if you're not a
business leader, you can
still take an active part in
a cultural transformation.
Whether you're a mid-
level manager, an hourly
employee, or a CEO, we
invite you to help make
your company a great
workplace for everyone.
We're so convinced that it’s
better for business, better
for people, and better for
the world that we've even
updated our mission: to
build a better world by
helping organizations
become Great Places to
Work for All. And we've set
a deadline for achieving it:
We want every organiza-
tion across the globe to
be a Great Place to Work
for All by 2030. Join us
in our mission. No matter
what spurs you on, the way
forward is the same.

MICHAEL C. BUSH
and SARAH
LEWIS-KULIN

are CEO and

vice president,
respectively,

at Great Place to Work, the
longtime research partner for
Fortune’s annual list of the 100
Best Companies to Work For, and
other best workplaces lists. Great
Place to Work also provides execu-
tive advisory and culture consulting
services to businesses, nonprofits,
and government agencies in more
than 50 countries on six continents.
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EMPLOYEES:...............ooc e R b er v b e A (A

.ll.'IBUFENIHGS........,.,.m.m(.“ e L b
O

FROM ZEALB@URAGEMENT of employee philanthropy to

dsgca “mifnidfulness” rooms and entire floors cel-

e~

S e has forged an unusual corporate culture
e beginning. Now, thanks to its commitment

creating a uniquely rewarding work environment,

, %ﬂ hé company “Ohana” (Hawaiian for “family”),

\ Salesforce ranks No. 1 for the first time on Fortune’s an-

nual list of the 100 Best Companies to Work For. It got
there by offering rich rewards, both monetary and psy-
chic. Many companies pay bounties to employees who
refer new hires; Salesforce has paid out $5.5 million
worth of them. The company uses its own software to
ferret out strong performers who have gone 18 months
without a promotion to help them find new challenges.
And employees get paid 56 hours a year to volunteer in
their community. That’s a pretty sweet gig.

EMPLOYEES LOVE SALESFORCE’S

- i PHILANTHROPIC COMMITMENT TO GIVE
AWAY 1% EACH OF EQUITY, PRODUCTS,
AND EMPLOYEE HOURS.

29

FORTUNE.COM // MAR.1.18




225

* THE 100 BEST COMPANIES TOWORKFOR »

; EACH GREEN STAR DENOTES AN ALL-STAR
' COMPANY: ON THE BEST COMPANIES LIST
FOR 20 YEARS OR MORE

FOU MAETS

EMPLOYEES: 17,084

HQ: Rochester, N.Y:. - - JOBOPENINGS: 2,000

COMPANY LOYALTY.RUNS deep at this more than
century-old grocery ehain, which spent $50 million
on employee development last year (plus $5 million in
scholarships) andfilled half of its open posmons inter-
nally. Staffers say “fulfilling” work gives them a “sense
of purpose, ’ thanks to Wegmans’ mission of “helping
peopk live healthier, better lives through food.” The
civie spirit helps too: The chain reclaims millions of
. pounds of food every year to feed the hungry.

1
~ ¥ o]
< Anemployee unloads freshly made bread at a Wegmans supermarket. The
company has made our 100 Best list every year since itsinceptionin 1998.

ULTIMATE
SOFTWARE
HO ot Weston, Fla.
EMPLOYEES ......... 4,208

“THE BENEFITS are
unreal” at this publicly
traded HR software
company that man-
agesito still feel like “a
small family business.”
Ultimate matches

all emplayee 401[k]
contributions at a rate
of 40%, and pays all
medical and dental
costs. The “reward
trips” to places like the
Bahamas and Disney
World don’t hurt either.

THE BOSTON
CONSULTING GROUP

HQ...............{0"» Baston
EMPLOYEES-.... 14,000*
JOB OPENINGS . 1,000+

EQUALITY of opportunity
is prized at this global
consultancy, which has
spent over $100 million
on a system to make
work schedules more
predictableina24/7
industry. Work/life
balance makes “"em-
ployees happier, more
complete humans.” And
even junior staffers feel
valued: " have access
to leadership world-
wide,” says one.

FROM
THE
RECRUITER

Dontcome fora joh—
come for the career
opportunity. Come
herr-' if'ffu want to

offer career-

's'd Decause

iser who will

anat
grow—nbhecause their
needs will grow
o+
TOM CURRAN

PRINCIPAL, TALENT ACQUI-
SITION, EDWARD JONES

5

EDWARD JONES

HO s p e SEULOUIS
EMPLOYEES........ 42,950
JOB OPENINGS..... 3,831

STAFFERS at this finan-
cial advisory firm put
in some long hours this
year, but the extra ef-
fort was rewarded with
baseball tickets, Star-
bucks gift cards, and
free breakfasts during
crunch time. Regular
bonuses and overnight
family retreats provide
“meaningful recogni-
tion,” and community
outreach contributes to
a “wonderful” culture.
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KIMPTON HOTELS
§ RESTAURANTS

HQ......... San Francisco
EMPLOYEES......... 8,853
JOB OPENINBS........ 680

EMPLOYEES LOVE the
“crazy diverse” teams
at this boutique

hotel and restaurant
chainwhere there'sa
“culture of inclusive-
ness and acceptance
unlike any other.” There
are also personalized
welcome packages for
new hires including
their favorite snacks,
and most staffers can
bring their pets to
work.

# GENENTECH

HQ South San Francisco
EMPLOYEES ....... 14,717
JOB OPENINSBS........ 847

IN AN INDUSTRY not
known for its diver-
sity, this subsidiary of
Swiss drug giant Roche
boasts 41% minority
staff, and women make
up 46% of its frontline
managerial ranks. “Ge-
nentech is the mostin-
clusive company | have
ever worked for,” says
one employee; others
cherish the chance to
“improve lives” through
game-changing drugs.

HYATT LETS EMPLOYEES BOOK MOST OF ITS ROOMS FOR FREE.

N

BAIRD

HO s Milwaukee
EMPLOYEES... ... 3,224
JOB OPENINGS.......... 71

THIS 6LOBAL financial
services firm defies
industry stereotypes by
encouraging workers
to take time off and

put their family first.
Respect for everyone—
receptionists on up—is
mandatory. The firm’s
famous “no assholes”
policy is a "real thing,”
staffers say. So much
so that particularly
selfless acts are often
termed “very Baird.”

WORKDAY

HQ.... Pleasanton, Calif.

EMPLOYEES ........ 6,329
JOB OPENINES........ 766
THIS ENTERPRISE soft-

ware company is a perk
paradise, withunlim-
ited time off, diseount
backup childcare, and
on-site amenities

like car washes, bike
repair;and manicures.
Waorkday also knows
how'to party: It “goes
big”“forHalloween—
"honestly it feels like
Disneyland”—and the
San Francisco officeis
equipped with a slide.

HYATT HOTELS

L1 L N, Chicago
EMPLOYEES ./_. " 35,309

JOB OPENINGS,....... 700

THE HOSPITALITY com-
pany emphasizes com-
munication, with digital
and in-person channels
promoting transpar-
ency. Employees notice:
“| feel this company and
in particular this hotel
are led superbly from
the top.” Generous ben-
efits and unique perks
[like letting housekeep-
ers leave early if they
finish their rooms] add
to the good vibes.

KIMLEY-HORN

HO ke L] Raleigh, N.C.
EMPLOYEES ......... 3,100
JOB OPENINGS ........ 385

THE “SPOILED” staff-
ers at this design
consultancy get an
unheard-of two-to-
one 401[k] match,
profit sharing, and fully
paid health care. Work-
ers are also encour-
aged to create their
own mini-practice,
choosing locations and
exploring new markets.
“The opportunities are
absolutely endless,”
says one.

DELOITTE

HQ.......... New York City
EMPLOYEES ....... 87,135
JOB OPENINGS ... 4,854

WORK/LIFE balance

is paramount at this
global consultancy,
where “you decide how
fast paced/slow paced
you want to take it.” The
$300 million Deloitte
University is a “visible
sign” of its commit-
ment to developing
employees, who in turn
give back to their com-
munities. Some 33,000
volunteered during the
firm’s Impact Day.

INTUIT
HQ Mountain View, Calif.

EMPLOYEES ......... 6,389
JOB OPENINGS ........ 397

EMPLOYEES AT this Sili-
con Valley-based soft-
ware company [makers
of TurboTax, Quick-
Books, and Mint] enjoy
perks like compressed
workweeks, pet insur-
ance, and $50 bonuses
that can be awarded by
fellow coworkers. Come
tax time, even the CED
pitches in during an all-
hands effort to answer
users’ [ast-minute
guestions.

FEEDBACK LETTERS@FORTUNE.COM
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QUICKEN LDANS

Hg: Detroit
EMPLOYEES ....... 15,122
JOB OPENINGS........ 704

THE DETROIT-based
fintech mortgage
lender gets props for an
“unbelievable” culture.
CED Jay Farner hosts
face-to-face meetings
with employees where
“no topic is off-limits.”

¥, ALMOST 10% OF STAFF HAS BEEN THERE 20 YEARS OR MORE.

FROM
THE
RECRUITER

(114]] I‘.f".._'.!{l_lilJ'i:S-!_h I

thair {Mas

USAA

HQ............ San Antonio
EMPLOYEES....... 32,896
JOB OPENINGSY,... 2,318

WITH A FOCUS on
providing financial
products to military
families, USAA fosters
understanding of its
target market by host-
ing a day of military
basic training for 450

And staff can submit dirpet fi employee volunteers
businessideas tothe eachyear. And up to
Cheese Factory, part of = 4 $10,000 in tuition
Quicken’s drive to “build 5 7 assistance contribute
a better mousetrap.” :".:; Tl to a diverse workplace,
Itimplemented 900 of RECRUITING MANAGER where minorities hold
those ideas last year. BAIRD 46% of jobs.
15 & 17 18
TEXAS HEALTH STRYKER CAPITAL ONE COOLEY # PLANTE
RESOURCES FINANCIAL MORAN
HQ.......Arlington, Texas HQ.............. Kalamazoo HO i McLean, Va. B0 i Palo Alto HQ..... Southfield, Mich.
EMPLOYEES ....... 24,569 EMPLOYEES ... 16,232 EMPLOYEES ....... 43,700 EMPLOYEES ......... 1,892 EMPLOYEES ......... 2,234
JOB OPENINGS..... 1,154, | JOB OPENINGS..%,...870 | JOBOPENINGS.....1,500 | JOBOPENINGS.......... 62 | JOBOPENINGS.......... 65
“LEADERS listen” at EMPLOYEES at the THE CREDIT CARD com- COOLEY MAY BE a power- AT THIS accounting
this nonprofit health medical device com- pany is “welcoming to house national law firm, and advisory firm, the
system, where staff pany rave about their all walks of life,” with a but staffers frequently only cup of coffee you
have “a lot afcontrol “dedicated” colleagues “focus on cultural di- describe it as “fun.” fetchis your own. New
over finding the'hest and the “important versity that is unsur- Employees rave about staff, including new
way to dothings)’ and and meaningful” work. passed,” employees a culture where teams grads, are thrustinto
execs are known to be Stryker encourages say. Its “genuine” CEQ, take time off to accom- actual client work from
“huggers*{in a good themto see the “amaz- Richard Fairbank, is “fo- pany underprivileged day one. Employees
way]. Worker wellness ing” impact of their cused on making sure kids to Disneyland, and [nicknamed “Plante
and development is jobs with opportunities everyone knows where karaoke is taken “very Moraners”] say they

a priority: Inaddition
togenerous benefits,
nurses have access to
rotational residencies
and mentorships.

to observe surgeries,
speak to patients and
doctors, and participate
in hands-on proce-
dures with cadavers.

we are going.” And last
year, associates put
in 394,977 volunteer
hours to causes like
teaching kids to code.

seriously.” The firm also
gave out $37.5 million
lastyear in cash and pro
bono services—critical
for job satisfaction.

appreciate the occa-
sional thank-you notes
from management and
the openness ta "new
ideas and approaches.”

2B
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SOUTHERN OHIO
MEDICAL CENTER

HQ.... Portsmouth, Ohio
EMPLOYEES......... 2,810
JOB OPENINGS........ 135

RATHER THAN hire talent
from big cities, this
rural hospital grows its
own, investing in train-
ing and promoting from
within—100% of execs
have held at least one
other position at the
company. The CED “still
gives each new employ-
ee theirname badge” at
orientation. “ know it's
cliche, but | really feel
like we are a family,”
says one staffer.

21>2¢
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AMERICAN EXPRESS

HQ.......... New Yark City
EMPLOYEES ....... 20,421
JOB OPENINGS..... 3,000

THE CREDIT card behe-
moth still understands
that "employees are
the company’s most
vital asset,” staffers
say. The long list of
perks include yoga on
campus, matching
charitable donations,
and tuition assistance.
Another plus, par-
ticularly in the finance
industry, is that women
represent about 57%
of its workforce.

BAPTIST HEALTH
SOUTH FLORIDA

HQ.....Coral Gables, Fla.
EMPLOYEES....... 16,210
JOB OPENINGS..... 1,116

THE LARGEST health
care organization in
South Florida has a
“personalized feel”
despite its scale, say
employees. Nearly
20% of the staff has
worked there for more
than 15 years, And the
faith-based nonprofit
puts a premium on
developing its people.
Last year 75% of lead-
ership positions were
filled from within.

PINNACLE FINANCIAL
PARTNERS

HQ................. Nashville
EMPLOYEES ......... 2,278
JOB OPENINGS........ 162

ON DAY DNE, new hires
at this Southern finan-
cial services firm get

a gift card for afamily
dinner, 25 days'paid
time off, an'invite to
lunch with'the CED, and
stock'in the company.
That's only part of why
employees say it's not
yaur, “basic boring
bank”: Bonuses up

to 23% reward those
who achieve “Big Hairy
Audacious Goals.”

CAMDEN
PROPERTY TRUST

HQ......con........ HOUSY@N
EMPLOYEES /... 1,597
JOB OPENINGS........ 770

“THERE ARE ALWAYS
epportunities to grow”
say staffers at this
publicly traded REIT,
people can pursue
professional develop-
ment through Camden
U. and bosses hand
out not-infrequent un-
scheduled bonuses. An
added perk: Employ-
ees can rent suites

for 520 a nightin

cities where Camden
operates.

| (ii‘ S TN LD
)

ADDBE SYSTEMS

HQ................. San Jose
EMPLOYEES ......... 8,673

JOB OPENINGS..... 1,500

THE MAKER of Photo-
shop and lllustrator
ditched performance
reviewsisix years-ago
in faverof real-time
feedback with bosses.
Add te that a focus on
inmovation [some 860
employees filed a pat-
entlastyear], and you
get people who “truly
feel lucky to work” here,
and a stock price that's
up nearly 400% in the
past five years.

THE CHEESECAKE
FACTORY

HQ Calabasas Hills;Calif:
EMPLOYEES....%. 37,821
JOB OPENINGS..... 2,400

THE RESTAURANT chain,
famous for portions as
massive as its multi-
page menu, invests big
inits employees. People
say they have "lots of
potential for growth
here”: Mare than

40% of management
positions were filled in-
ternally in the past year,
and senior restaurant
manager roles went

to current employees
100% of the time.
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SAP AMERICA

HQ Newtown Sguare, Pa.
EMPLOYEES ....... 18,598
JOB OPENINGS........ 991

EMPLOYEES at this
software firm [with its
worldwide HQ in Ger-
many] take advantage
of its broad expertise.
In the first half of 2017,
SAP delivered 250,000
courses toits U.S.
employees, and 88% of
workers partook. “l can
literally pick anyone out
of the corporate ad-
dress book, call them,
and they will help me,”

NVIDIA

HQ.... Santa Clara, Calif.
EMPLOYEES ......... 6,158
JOB OPENINGS..... 1,326

IT°S ALL ABOUT family
at this soaring Silicon
Valley semiconductor
and software company,
which offers unlimited
time off and 110 days
of maternity leave.
[Dads get 60 days.] "I
have always had the
sense that manage-
ment recognizes and
is happy to accom-
modate my need to put
my family first,” one

THE STUDENT-LOAN RELIEF AT NVIDIA PAYS OUT UP TO $30,000.

says one staffer. employee says.
KPMB FROM ORRICK, HERRINGTON
THE & SUTCLIFFE
HO.......... New York City RECRUITER HQ......... San Francisco
EMPLOYEES ....... 30,246 : EMPLOYEES......... 1,535
JOB OPENINGS ... 1,309 JOB OPENINGS........... 28
ge'epdine. Keep
ysur introduction
TO UNITE its thousands Boncise. Be prepared EMPLOYEES CALL Orrick,

of employeesacross
more than 100,U.S.'lo-
cations, the €onsulting
giant created itsown
news site, KBMG Today,
that preduces live video
communication and
has drawn 2.7 mil-

lion views since 2017.
Despite its size, every
employee works with
staff at "every level,”
and the “flatness of the
organization shines.”

to answer questions.
If you need a moment
to think, ask for it.
Ask questions. And
save your salary ne-
dotiating for after you
receive your offer.

4

ELAINE POUCHER
DIRECTOR, RECRUITING,
PROTIVITI

alarge international
law firm, a “truly col-
laborative place where
entrepreneurism and
innovation are valued.”
The firm's “2% initia-
tive” asks partners

to devote 2% of their
time to devising ways
to improve the work-
place, and there’s an
annual $50,000 prize
for the best office in-
novation idea.

HILTON
WORLOWIDE

HQ............. Mel'ean, Va.
EMPLOYEES ....... 60,224
JOB OPENINGS..... 3,610

DIVERSITY is woven
into the DNA of this
“inclusive” national
hotel chain, thankstoa
workforce that's made
up of 63% minorities.
Hilton makes a point to
partner with minority-
owned businesses [di-
recting 21% of supplier
spending their way].
Programs like parental
leave, sabbaticals, and
adoption assistance

are the cherry on top.
VETERANS UNITED CARMAX
HOME LOANS
HG..ooovies Columbia, Mo. HOA M 5 Richmond
EMPLOYEES ......... 2.419 EMPLOYEES ....... 24,352
JOB OPENINGS........... 92 JOB OPENINGS..... 1,400

THIS MORTGAGE lender
for military members
and vets, has a "be pas-
sionate and have fun”
mottothat translates
into Office Olympics,
dodgeball tourna-
ments, and field days.
Free gym memberships
and snacks, along with
optional subsidized
mission trips to places
like Jamaica and Haiti,
putVU “in an entirely
different league.”

THE USED-CAR retailer,
with over 185 loca-
tions, has a committee
to ensure employee
morale is high, plus
managers who are
"great at listening” and
incorporating feedback.
Training here is "second
tonone,” and the
company offers “true,
meaningful develop-
ment,” helping staffers
grow “both profession-
ally and personally.”
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At Marriottinternational, employees with atanumofzsyuruud:m get
free hotel staysfor life; 50-year veteransgeta $5,000 check too.
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CADENCE DESIGN
SYSTEMS

HO . . San Jose
EMPLOYEES ......... 2,881

EMPLOYEES appreciate
CED Lip-Bu Tan, whose:
“decisive, yet caring
and hurnble*teadership
brought the software
company's stock to new
heights after its reces-
siondoldrums. Plus,
acaderic seminars
“encourage innova-
tion,” and a Bungee
Program for temporary
cross-department work
builds a sense of "com-
munity and teamwaork.”

1q

VMWARE

B s ....Palo Alto
EMPLOYEES .....» 10,058
JOB OPENINGS..... 1,360

BURNOUT is a nonentity
at this enterprise tech
company, thanks ta
myriad development
programs that “keep
everyone energized.”
After three years,
staffers can take part
ina“Take 2" train-

ing program to learn
new skills. Five-year
veterans can sign up for
the "Take 3" program
towork on new projects
for up to three months.

# MARRIOTT
INTERNATIONAL

Mg Bethesda, Md.
EMPLOYEES..... 136,781
JOB OPENINGS..... 6,182

FRESH OFF a $13 billion
merger with Starwood,
the world’s naw-largest
hotel companyhas
preserved its prized
culture as ithas scaled
up. Emplaysas feel
that “atMarriott, we
are,famiiy And their
loyalty is rewarded:
Carmpany veterans of
25 years—who number
more than 10,000—get
lifetime free stays at
Marriott properties.

36
DAVID WEEKLEY
HOMES

HI s Houstan
EMPLOYEES /.....\ 1,624
JOB OPENINGSL....... 109

HOW MANY employ-
ers help you foot your
kids’ tuition bill? Here,
staffers’ children can
get four-year scholar-
ships [as muchas
$2,000 per child],

plus the possibility of

summer internships at

the homehbuilder. The
benefits are also sweet:
Employees get a gener-
ous 401(k] match of up
to 8% of salary—with a
profit-sharing kicker.

THE HEADQUARTERS of
this software company,
islike a “sacred ground
for analytics” and
doesn’t skimp on perks.
Amenitiesinclude a
medical center, fitness
facilities, a bakery, and
cafés [“SAS pizza” for
takeout on Fridaysisa
favorite]. With an entire
department dedicated
towork/life balance,
the company “lets
people put family first.”

FROM
THE
RECRUITER

t more than

80,000 applicants a
year, 5='|tannﬂmfanf
to stand out from the

crowd. One m 1he
best ways to do that
is throug namer-

ral. Check Linked!n,
Facebook, and your
netwaorks of friends,

4

ILYSA RAPHAEL
VP, MARKETING,
POWER HOME REMODELING

AN
44y

ALLIANZ LIFE INSURANCE
CO. OF NORTH AMERICA

HQ Golden Valley, Minn.
EMPLOYEES ......... 1,868
JOB OPENINBS .......... 33

“| HAVE WON the
employer lottery,”
says one staffer at this
122-year-old insurer.
Monthly employee
awards ceremonies,
college scholarship
giveaways for children
of staff, and even one-
on-one time with the

_ CED make people “feel

like [our] work really
does matter.” [The on-
campus putting green
helps too.]

3l
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SCRIPPS HEALTH

HE S San Diego
EMPLOYEES ....... 14,496
JOB OPENINGS........ 620

AT THIS $2.9-hillion-in-
revenue nonprofit (with
700,000 patients annu-
ally), the “well-being”
of staff is "essential” ta
business decisions, say
employees who praise
“top-notch” leadership.
Evidence? Its "caring
and approachable”
CED, Chris Van Gorder,
personally dedicates
96 hours to teaching at
the Scripps Leadership
Academy.

NAVY FEDERAL
CREDIT UNION

1, | SR Vienna, Va.
EMPLOYEES ....... 14,462
JOB OPENINGS........6786

WITH THOUSANDS of
employees, the world's
largest credit union still
maintains a “hometown
feel.” Serving a clientele
of armed service mem-
bers and their families,
employees are “proud”
towaork here. And ben-
efitsaren’t bad either:
401[k]) matching up to
7% of salary, 12 weeks
of maternity leave, and
pension plans.

43

% REl

[ e Kent, Wash.
EMPLOYEES ....... 12,145
JOB OPENINGS........ 744

THIS BO-YEAR-OLD
co-op “walks the walk”
on inclusion—offer-
ing same-sex benefits
since 1992, covering
gender-confirmation
surgery, and making

a point to promote
women. CEC Jerry
Stritzke [known far
wearing flip-flops
around the office] has
helped drive a national
campaign to pfeserve
public lands®far all.™

FROM
THE
RECRUITER

Positivity can go
along way. It's.
important for u$1g.
know you would bé@
collaborative, fiahdly)
and engagagdrote
leagip-By the Same
tokep, d@r tyalk about
peewioug BMfiployers in
a@tative light.

o+

CLAUDINE HOVERSON
VP, TALENT RECRUITMENT
SYNCHRONY FINANCIAL

44

SYNCHRONY
FINANCIAL

HQ...... Stamford)Carin.
EMPLDYEES .. % 15,000*
JOB OPENINGS..... 1,000

EMPLOYEES AT this
financial services
company see their
careershereasa
launchpad to “become
whatever [they] want
to become,” thanks to
perkslike $20,000in
tuition reimbursement
per year for full-time
associates. CED Marga-
ret Keane, who started
outworking at acall
center, is aninspiration
to dream big.

-

AT sc;;%qup‘zdun, THE 401(K) MATCH INCREASES WITH TENURE.
4

Inamaledominatad industry, Synchrony financial has a femals CEO plus
activadiversity networks, programs, and forums.
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HQ: St. Louis

EMPLOYEES: 4,128

JOB OPENINGS: 350

A “FUN" AND "DRIVEN" company, this systems integra-
tor is packed with the “brightest and best minds” and

plenty of “friendly faces” Sweeteners include free
on-site medical care at headquarters, plus nice “little

extras” like frequent staff parties and sports tickets.

O

WWT’s Advanced Technology CEnt;r isanincubator and testing lab for
new ideas around big data, the cloud, security, and more.

45-> 52

* THE100 BEST COMPANIES TD WORK FOR

REGEN‘ERI]N
PHARMACEUTICALS

HQ.........Tarrytawn, N.Y.
EMPLOYEES ........ 6,323
JOB OPENINGS........ 534

REGENERON IS a scien-
tist's drug company.
Founded by a pair.of

them in 1988;theyrun
the bidtech in a way
that employees say
sets it apart from Big
Pharma."“Ihe focusis
net onthe bottom line

buten'the patient,”
says one. Of particular
pride: Regeneron’s
commitment to R&D
and its “endless
[drug] pipeline.”

o IM FAMILY
ENTERPRISES

HQ Deerfield Beach, Fla.
EMPLOYEES ... ... 4,180
JOB OPENINGS........ 123

WORKING FOR the
automotive company
founded by a billionaire
car dealer, the late Jim
Maran, comes with
major perks, from use
of the corporate jets
foyachtrides and re-
treats in the Bahamas.
A high minimum wage
of $16 an hour and an
“out-of-this-world”
retirement plan help
make it “truly a family-
oriented company.”

PROTIVITI

HQ..... Menlo Park, Calif.
EMPLOYEES......... 2,411
JOB DPENINGS........ 935

“THERE’S A genuine
desire to see your peers
succeed,” saySone.
person at this'Silicon
Valley consultaney,
founded post-Enkon
by ex-Arthur Andersen
internalaudit and risk
consulting employees.
“Approachable” bosses
champion “flexible”
schedules, and “recog-
nition warkshops” train
staffers to thank each
other meaningfully.

¥ PUBLIX SUPER
MARKETS

HQ.......... Lakeland, Fla:
EMPLOYEES ..., 189,607
JOB OPENINES... 6,790

THE ONLY reguirement
“for working at this
87-year-old privately
held and associate-
owned grocery chain is
a “deep desire to serve
others.” That broad
mandate hasled to a
diverse workforce in
every regard, including
age—one out of every
four associates is 50
or older; including 26
employees over the age
of 90.

Yo CISCO

HOL e Bl San Jose
EMPLOYEES ....... 36,284
JOB OPENINGS ..... 1,381

“A GENUINE sense of
family” makes the
culture stand out at this
information technology
giant, where new par-
ents get up to 13 weeks
of paid leave [non-
primary caregivers get
four weeks), plus more
available unpaid. A day
off for birthdays, plus
five paid days to vol-
unteer, helps put “the
Cisco experience truly
ahove any other.”

BURNS §
MCDONNELL

HO.... Kansas City, Mo.
EMPLOYEES......... 5,534
JOB OPENINGS...,. 1,074

THIS MISSOURI-based
engineering firmis
100% employee-
owned, which moti-
vates staffers to work
toward its “collective
success,” People

also love the on-site
amenities, including a
pharmacy and day-care
center, along with regu-
lar company celebra-
tions like the annual
pancake breakfast and
trivia competitions.

* Ef

HI. s New York City
EMPLOYEES ....... 43,874
JOB OPENINGS..... 2,600

STAFF ARE “high-
skilled” and “driven”
at this professional
services firm, where
an “open-door” ethos
and a newly relaxed
dress code [jeans are
A-0K) add to the “safe
environment.” Plus,

a “trailblazing” leave
policy allows all parents
four months of paid
time off, and staff can
take flexible workdays
should the need arise.

33

FORTUNE.COM /f MAR.1.18



53> 59

* THE 100 BEST COMPANIES TO WORK FOR ~

NATIONWIDE MUTUAL
INSURANCE COMPANY

HQ................Columbus
EMPLOYEES ....... 32,700
JOB OPENINGS........ 806

WORKING HERE, staffers
say, you get the feeling
the insurance giant “is
onyour side.” [Yes, the
jingle is that catchy.]
Managers nurture
employees’ careers,
and animpressive 80%
of leadership roles are
filled internally. The
company also offers a

-A-BEAR, BOTH KIDS AND PETS MAKE FREQUENT OFFICE VISITS.

s

FROM
THE
RECRUITER

afl-

be them-

Unesnisll

PERKINS COIE

HO it Seattle
EMPLOYEES......... 2,139
JOB OPENINGS ..v....... 94

FORGET THE grueling
hours in Big Law. This
Seattlefirmhasa
37.5-hour workweek
[35in New York], with
flexible hours, and the
option to borrow up to
one week of future paid
time off accruals. At-
tarneys at Perkins Coie
call the culture "open,”

“robust” pension plan 2 “friendly,” “diverse,”
afterone yearand an = N orrre) and “team-oriented”;
annual bonus for the DIRECTOR OF TALERT there really are "no
entire workforce. ACQUISITION, ST. JUDE jerks” allowed.

SLALOM CONSULTING BUILD-A-BEAR PRICEWATERHOUSE- ST. JUDE CHILDREN’S AMERICAN FIDELITY

WORKSHOP CODPERS RESEARCH HOSPITAL ASSURANCE

HQ.................... SEaLttlE [ 1 0 SteLouis'.| HQ.......... New York City | HQ............... Memphis | HOQ......... Oklahoma City
EMPLOYEES ......... 4,426 EMPLOYEES ....... 4,543* EMPLOYEES........ 45,817 EMPLOYEES ......... 4,355 EMPLOYEES ......... 1,826
JOB OPENINGS..... 1,182 JOB OPENINGS ... ... 38 JOB OPENINGS..... 3,341 JOB OPENINGS........ 176 JOB OPENINGS........ 387
“CONTAGIOUSLY friendly IT*S “HARD not to smile WITH OFFICES in 157 ST. JUDE Children’s AT THIS supplemental-

and suppartive,” the
Slalom workplaceis
one “devoid af politics
and stacked with
supersmartpeople,”
employees say.The
24-year-old consulting
firm engourages work-
£rs to "dowhat is right”
and “build a better fu-
ture.” Both full-timers
and part-timers get 26
paid days off, with an
additional 19 sick days.

when you come into

work” at this teddy
bear retailer. But don't
be fooled; the hiring
processisintense. The
company follows up
with all candidates, fills
most jobs internally,
and is "exceptionally
amazing” selecting
great new employees,
who get an offer letter
delivered personally by
a Messenger Bear.

countries, the audit
and consulting pow-
erhouse appeals to
globe-trotters with its
secondment program,
allowing staff to work
overseas—knowing
they can always come
back to a job at home.
Other perksinclude
unlimited sick days,
extra money toward
student loans, and paid
sabbaticals.

Research Hospital's
mission of helping
children with serious
illness is the most
gratifying aspect of
working here. Employ-
ees “genuinely” look
forward to work, and
“morale is extremely
high.” Meanwhile, “per-
sonable” leaders "make
sure everyone in every
position knows how
important their job is.”

benefits provider,
there’s ateam whose
sole purpose is to solicit
employees’ business
ideas, suggestions,

and pitches—and then
put them into action.
Workers praise the
company’s willingness
to hear even “outspo-
ken” criticisms and tout
“special treats” like
“food truck days” and
parties on "bonus day”
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* THE 100 BEST COMPANIES TO WORKFOR =

au

ACCENTURE

H; e New York City
EMPLOYEES ....... 50,000
JOB OPENINGS..... 3,300

THIS PROFESSIONAL
services giant puts a
"strong focus” on origi-
nality—building Innova-
tion Labs around the
world to bring new tech
to clients and offering
awards and retreats for
"inventors” inside the
company. Employees
love the "agile” and
“inspiring” teams, and
say that when it comes
toinclusion, Accenture
“really means it.”

CROWE
HORWATH

HQ..................Chicago
EMPLOYEES ......... 4,000
JOB OPENINGS ........ 334

EMPLOYEES have a
sense of “personal
ownership” at this
accounting and
consulting firm, where
the dress code isn’t
strict [except for cli-
ent meetings], and
telecommuting isn’t
verboten—90% of staff
work remotely at least
some of the time. Also
impressive: Staffers
can take 96 paid hours
of volunteer work a year.

CREDIT AéEEFTANCE

HQ..... Southfield, Mich.
EMPLOYEES......... 1.800
JOB OPENINGS........ B78

OVER THE PAST five
years, this auto lender
has paid out more than
$10 million inprofit-
sharing bonuses—part
of the pervasive team
spirit atthe company
where “everyperson
and ideais taken seri-
ously.” Employees also
say they're “trusted” to
create schedules that
work for them. Says
one: “Flexibilityis a
HUBE asset here.”

FIRST ﬁM.EﬂIEAN
FINANCIAL CORP.

| [1 s SantaAna
EMPLOYEES . .+, 12,301
JOB OPENINGS......, 729

EVERY MONTH, First
American donates
51,000 to charity inthe
name of an employee
who recently volun-
teered. Staff praise the
“real sense of camara-
derie” at the financial
services company. “The
people | work with are
the best people I've
gotten to know!” says
one. “We are basically a
family, and it makes me
enjoy coming to work.”

64

HQ: San Francisco JOB DPENINGS: 845

EMPLOYEES: 1,535 -

EMPLOYEES AT THIS SILICON VALLEY darling love the
“supportive work environment” where they can “in-
novate irrespective of role, level, or seniority” The
annual Hack Week gives staffers five days to work on
any project (even the moonshots). And there’s a “clear
dedication” to diversity: Dropbox responded to the
immigration ban last year with extra support from
HR and legal advice to those affected.

O

The Drophox Library, one of the company’s productivity spaces, givesem-
ployeesaquietplace tofocus. The designis inspired by Italian opera houses.

33

FORTUMNE.COM // MAR.1.18

@



GAINST ALL EXPECTATIONS, 2017 TURNED OUT

to be a bumper year for the Malaysian economy.

Thanks to a combination of the government's prudent

economic management and success in creating a

user-friendly business environment, the World Bank
felt obliged to revise growth estimates upward not once or twice, but
three times. Once all the data has been collated, Malaysia’s GDP will
be forecast to have grown by 5.9% over the 12-manth period.

The international investment community has taken.due note. Last
February, Saudi Aramco announced that it was planping to»ir'west
US$7 billion in the Petronas Refinery and Petrochemical Integrated
Development Refinery in Johor, making it the company's largest
downstream investment outside Saudi Arabianln November, the
Chinese ecommerce giant Alibaba’s founder and thairman Jack
Ma chose to launch the,world's first Digital Free Trade Zone (DFTZ)
outside of China on two brewnfield sites close to Kuala Lumpur
International Airport.

One reason Ma settled op Malaysia for this milestone initiative
was, of course, the country's.strategic location close to the Strait of
Malacca. Already one of the world's busiest ship channels, it is only
likely to see fraffic volumes increase over the next few decades on
account of Ghina's muttibillion-dollar investment in its Belt and Road
initiative,President Xi's plan to boost commercial links between Asia
and Europeby reviving the historic Silk Road trade routes.

As a founder member of the relatively new ASEAN Community
econamic bloc, Malaysia's geographic position is also playing
ito the hands of its financial sector. “Historically, companies
and investors based in Central Asian countries like Kazakhstan
would normally look to Dubai or London as their default financial
hub,” observes Kenanga Investors CEQO Ismitz Matthew De Alwis.
“These days, they are more likely to be factoring Malaysia into their
decision-making process because we are both geographically and
culturally closer. It is also more practical to work with us because
we are in the same time zone and find it easier to work with Japan,
Singapore, China, and Hong Kong."”

51
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SIA

eyond Expectatlon

There are other,. reasons why Malaysia is increasingly being
perceived.-as.a good place to both invest and do business in. High
amaong these are the series of transport and infrastructure projects
initiated by the authorities as part of their drive to nurture a business-
friendly environment. These include the Pan-Borneo Highway and the
three-line Klang Valley Mass Rapid Transit System serving the Greater
Kuala Lumpur area.

Then there are its five economic corridors. Beginning with Iskandar
Malaysia, established more than 10 years ago, the corridors act
as hubs for the promotion of free trade and business incentives in
strategic investment regions and are designed to give some sort of
regional balance to Malaysian economic development.

At least one them has fulfilled its objective. “We have seen a
significant interest from investors since the introduction of the
corridor,” says Datuk Yaakub Johari, president of SEDIA (Sabah
Economic Development and Investment Authority), which acts as a
one-stop shop for investors looking for opportunities along the Sabah
Development Corridor. “I think the most important thing is that,
because the state and federal authorities are working in unison and
giving out the same message, it gives potential investors confidence.”

So what of Malaysia’s immediate future? More of the same, appears
to be the general consensus, with the economy on track to maintain a
growth rate of between 5.5% and 5.8% again this year driven largely
by private-sector domestic demand and supported by stable labor
market conditions and continued income growth. If these predictions
prove correct, there is every possibility that Malaysia remains on
track to attain its goal of earning reclassification as a high-income
developed nation by the end of the decade.

If the government has its way (a general election is due to be held
sometime during 2018), this is only one step on a longer journey. In
October 2016, Prime Minister Datuk Seri Najib Razak launched the
Transformasi Nasional 2050 (TN50) project that aims to use this
anticipated upgrade in status as a platform from which to transform
Malaysia into one of the world's leading countries in terms of
economic development, citizen well-being, and innovation. @
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SABAH—SOUTHEAST
ASIA’S RISING STAR

It is now almost four years since China’s
President Xi Jinping launched the One
Belt One Road (OBOR) initiative as part of
his plan to reopen the old Silk Road trade
routes between East and West.

INCE THEN, AN ESTIMATED

US$1 trillion has been

committed to the development
of the roads, railways, and ports that
connect Asia to Europe.

With most of the commercial vessels
transporting cargo across the 0BOR's
southern maritime route obliged to pass
through the Strait of Malacca, this is
potentially very good news for the East
Malaysia state of Sabah and the Sabah
Economic Development and Investment
Authority (SEDIA), which has been
tasked with turning what has historically
been one of Malaysia's least developed
states into one of the region’s leading
economies.

Sabah is situated on the northern
tip of the island of Borneo and
subsequently enjoys a prime strategic
location between the South China
Sea and the strait, one of the world’s
busiest shipping lanes. But as well
as having great potential as a tradipg
hub, Sabah is endowed with its own
rich natural resources, including oil
and gas, fisheries, agricultural,‘and
forestry,

Nearly 10 years.ago, inecognition of
the state’s economic-potential/Sabah
was designated.as one of-Malaysia’s
five economig'cotridors with the dual
aim of improving its inhabitants’ quality
ofife and aceelerating economic
growthsA year later in 2009, SEDIA was
set'up to promote inward investment
and to coordinate the respective efforts
of the state and federal governments
in this field. Working closely with the
Malaysian Investment Development
Authority, BiotechCorp, and other

investment promotion agencies, SEDIA
has had a steadily growing momentum.
By 2015, Sabah had become Malaysia's
fastest-growing state. It is expected to
carry on growing at an average rate of
49 to 5%.

As a way of focusing its efforts,
SEDIA has identified several key focus
areas (KFAs) where it hopes to attract
investment: oil/gas and energy, tourism,
manufacturing and logistics, palm oil,
and education. In recognition of its
significance to the national economy,
energy has been one of SEDIA'S top
priorities from the outset.

Completed in 2014 throgh a JV
between Samsung Engineering.and
the state-owned Petronas, the Sabah
0il and Gas TerminalSOGT) aleady
handles the daily production of some
300,000 barrels of erude oil and 1 billion
standard cubie.feet from the offshore
West.CoastField in the South China
SeaMore than 25% of Malaysia's
hydroearbons lie beneath Sabah's
waters, and the terminal is part of
Petronas'’s larger Sabah-Sarawak
Integrated Oil and Gas Project, which
also includes the development of
several other offshore fields and the
500-kilometer Sabah-Sarawak Gas
Pipeline (SSGP).

SABAH IS
ADDITIONALLY
BLESSED WITH

A NATURAL
ECOSYSTEM THAT
SEEMS TAILOR-
MADE FOR 21ST-
CENTURY TOURISM.

INDEPENDENT CONTENT BY INTERNATIONAL INVESTMENT GUIDE

Datuk

. Mohd. Yaakub Hj
President Chi ive

Its lush rain forests and Gunung
Kinabalu (Southeast Asia’s highest
mountain).are home to some weird
and'wonderful flora and fauna such
as flying frogs and squirrels, mud-
walking fish, diving monkeys, and
insect-eating plants. It also boasts
scenery of outstanding beauty, perhaps
the most stunning of which involves
a 215-kilometer trek to the Tanjung
Simpang Mengayau headland on the tip
of the Kudat Peninsula where the South
China and Sulu seas merge.
Annual visitor numbers now stand
at 3 million, triple what they were 15
years ago, and it seems that Sabah's
potential as a tourist destination is
far from exhausted. SEDIA is now
focusing its attentions on atiracting
a combination of long-stay visitors,
eco-adventure tourists and high-end
second-home buyers. A central part of
its Coastal Tourism Master Plan is the
development of the Kinabalu Gold Coast
Enclave, a string of four luxury tourist
developments for which it is looking to
attract around US$2.8 billion in inward
investment by the end of the decade.
Palm il is the second-most-traded
vegetable oil crop in the world, Malaysia
is its second-largest producer, and Sabah

is its palm oil belt. But while palm oil
has traditionally been used in cooking,
it is now starting to be used in biotech
products as well as an ingredient in
bio-diesel and as a fuel to be burned

in power stations to produce electricity.
To capitalize on the increase in demand
that this is expected to trigger, SEDIA has
set up two palm oil industrial clusters
that have already attracted overseas
investors. Three years ago, the U.S-
based Elevance Renewable Sciences
agreed to partner with Malaysia's GIB in
the construction of a bio-refinery in the
Palm Ol Industry Cluster (POIC) that is
due to come on-stream next year.

The POIC has been one of SEDIA's
success stories and has attracted more
than US3$2 billion in investments, with
a new container terminal scheduled to
open later in the year. It is just one of
many transport and logistic projects,
including the recent modernization of
the Kota Kinabalu International Airport
complementing the state’s premier
Sapangar Bay Container Port, soon fo be
upgraded, that SEDIA is championing to
make Sabah a significant hub in today's
globalized economy. @
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KENANGA INVESTORS
GROUP—MALAYSIA’S
TOP-PERFORMING
FINANCIAL STAR

Chinese e-commerce giant Alibaba’s
founder and chairman Jack Ma is just
about the brightest star in Southeast

Asia’s digital universe.

0'WHEN HE ANNOUNCED
earlier this year that he had
chosen Kuala Lumpur as the

Iocation for his multibillion-dollar regional
distribution hub, it was quite rightly seen
as a ringing endorsement for Malaysia's
bid to establish itself as one of ASEAN's
major logistics centers and investment
pateways.

Home to more than 622 million people
and with a combined GDP of close to
US$3 trillion, ASEAN is increasingly an
ecanomic force to be reckoned with,
while Malaysia is rapidly emerging as
one of its most atiractive destinations
for inward investment. According to
the World Economic Forum's Global
Competitiveness Report for 2016-17,
it has the fourth-least-burdensome
regulatory environment in Asia as well as
one of the region's most well-developed
financial infrastructures.

And one of the brightest stars of the
Malaysian financial sector is Keganga
Investors Berhad (KIB), which.over the
past five years has developed into.one
of the country’sAop investment and
asset managementhousesto watch in
terms of innovation, progressiveness,
and consistent investment returns.
Thisshas all happened under the careful
stewardship of its chief executive officer,
Ismitz Matthew De Alwis, who was
recently awarded 2018 Malaysia CEQ of
the Year by Asia Asset Management's
Best of the Best Awards for the second
consecutive year. The awards also named
the Fund House as the Best Pension Fund
Manager (Malaysia).

KIB is currently on something of a
roll. It had snapped up several key
industry awards in the past year,
with the most recent being named as
Investors’ Choice—Fund House of
the Year 2017, voted in by investors
through Fundsupermart.com. This further
complements KIB's earlier prestigious
recognition as Best Islamic Equity Group
by The Edge Thomson Reuters. KIB's
funds have also won many accolades
over the years and are widely recognized
as being among the consistently top=
performing in the country.

Such is its reach @nd réputation
that there is rarely a majortegional
or local awards geremonyhosted by
the international financial sector's
media where one of KIB's products is
notrecognized or rewarded. De Alwis
attributes both his own and KIB's
suceess to a healthy combination of a
rack-solid performance record and a
steadfast commitment to innovation,
a philosophy embraced by everyone
in the organization. This belief and
conviction in progress is also evidenced
across the board; its parent company
Kenanga Investment Bank Berhad, for
example, recently joined forces with
Japan's Rakuten Securities to launch the
first-ever Malaysian full online trading
system complete with straight-through
processing to Bursa Malaysia.

Since its acquisition of 100% interest
in ING Investment Management's
local unit back in 2013, it now controls
four subsidiaries: Kenanga Islamic
Investors, Kenanga Funds, and two other

Ismitz Matthew De Alwis
CEO of Kenanga Investors Group

nominee companies. Between them,
they offéra wide range of products and
services, including fund management
for tnit trusts and private retirement
schemes (PRS), investment advisory,
collective investment schemes, portfolio
management services, and private wealth
services, as well as segregated private
mandates and alternative investments for
retail, corporate, and institutional clients.

On the acquisition, De Alwis explains,
it was part of a concerted effort on
behalf of the bank to diversify its asset
management services. “Historically,
we were predominantly known as an
institutional player that managed pension
funds, Malaysian GLCs, and large
corporate clients,” he says.
“WE HAVE NOW
DIVERSIFIED OUR
STRATEGIES TO
INCLUDE MASS
RETAIL MARKETS
THROUGH MULTI-
DISTRIBUTION
CHANNELS. Moving ahead,
we plan to further grow our clientele in
the mass affluent to high-net-worth-
segment market.”

To this end, KIB is now on a mission to
cater for Malaysia's professional classes
in addition to its well-stocked pool of

high-net-worth individuals (HNWI), who,
De Alwis reasons, already have the
millions or so required to set up a private
wealth account to handle their investment
affairs. Consequently, Kenanga is now
also turning its attention to the ever-
growing pool of working professionals
who are starting out with savings of
between US$50,000 and US$100,000
and who are equally in need of the
advice that KIB's network of financial
consultants (licensed individuals who are
authorized to market and distribute unit
trusts and/or PRS) are ready to provide.
To help this network give Kenanga's
new customer base the most appropriate
and up-to-date advice, KIB offers
to its clients KenWealth, a customer
relationship and portfolio management
platform that provides clients with
access to over 20 well-established
product partners within the industry.
Instead of the run-of-the-mill products
that are usually heaped onto a client,
KenWealth first assesses clients” profiles,
their financial statuses, and their risk
tolerance levels before selecting the most
suitable products that will then make up
their entire portfolio—from investment
protection that is made up of both life and
general insurance, to treasury deposits
and wills and trusts.

|’
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Any online tool is, of course, only
as good as the information, data,
and analysis that it has been set up
to hamess, as De Alwis is only too
aware. He also knows that most of
KIB's clients are not necessarily looking
for spectacular—and therefore, by
definition, high-risk—returns on their
capital. “We are at a point in the cycle
where we have a new generation of
financially educated investors who are
not looking for superstar funds or one-day
wonders,” he explains. “They just want
consistency, which is why we ensure that
our funds have steady three-, five-, and
10-year records.” Performing investment
vehicles coupled with customization
and flexibility factors only add on to
how seriously KIB intends to develop
this sophisticated group of clients even
further.

In 2013, to meet this demand for
a reliable retum on investment, KIB
launched its first absolute return fund.
Like other such funds, the Kenanga Asia
Pacific Total Return Fund was designed
to produce a positive retum regardless of
prevailing market conditions, and it has
so far done exactly what it set out to do.
With 40% of its equity allocation in Hong
Kong and a further 10% each in Taiwan
and South Korea, the fund delivers a
compound return of 109 per year.

A product of Malaysia's rapid growth
over the past 25 years, the emergence
of an affluent middle class is not the
only socioeconomic development that.[e
Alwis and his colleagues at KIB are in the
process of addressing. In recent months,
a tongue-in-cheek scarf TV advertisement
showing a yoliig woma ‘applying
shampoo to herhijabwent viral when
posted on YouTube. While it provoked
| some anger. but also a great deal of
humoraus appreciation for the parody
that it was intended to be, it can also
be seen as emblematic of the growing
purchasing power of the nation’s Muslim
population. And in a country where more
than 60% of the inhabitants—around 20
million people—are adherents of Islam,
financial institutions such as KIB are
making ever-greater attempts to meet

INDEPENDENT CONTENT BY INTERNATIONAL INVESTMENT GUIDE

that market's requirements by developing
Islamic banking products and services.

Malaysia's Islamic finance industry has,
in fact, been in existence for well over 30
years, ever since the Islamic Banking Act
of 1983 paved the way for the country’s
first Islamic bank. Malaysia's total Islamic
banking assets currently stand at around
US$65.6 billion and regularly record an
annual growth rate of 18%-20%. And,
along with a number of full-fledged
Islamic banks, many of these assets are
managed by the Islamic subsidiaries
of conventional financial institutions,
including KIB's Kenanga Islamic Investors
Berhad (KIIB) arm.
ACCORDING TO
THE PRECEPTS
LAID DOWN IN
SHARIAH LAW,
ISLAMIC FINANCIAL
PRODUCTS MUST
BE BASED ON
THE CONCEPT OF
MUTUAL RISK AND
PROFIT-SHARING
BETWEEN THE
PARTIES. infrest (riba),
gambling (maisir), and speculative
trading (gharar) are prohibited, shifting
the emphasis antd leasing (ijarah), profit-
sharing (mudharabah), and partnerships
{musvarakah).

“Dur Islamic products are now focused
on equities and fixed-income funds, and
e believe there will be further growth
inthis area,” De Alwis predicts. “There
is a global Islamic wealth pool of around
US$11 trillion to $12 trillion that could be
unlocked in the years ahead.”

All of KIB's Istamic financing, treasury,
and stockbroking products are subject to
scrutiny by its own Shanah Committee,
which brings together four experts in
Shariah law whose role it is to ensure full
compliance to the principles of Islam. Local
regulatory bodies have been spearheading
the growth of this segment not only
locally but also globally. The Securities
Commission Malaysia (SC) recently
launched the Islamic Fund and Wealth
Management Blueprint to strengthen
Malaysia's competitive position in the

global Islamic financial sector.

His reference to the global nature of
the Islamic wealth pool is telling, for
it points to the growing international
nature of KIB's ambitions: “Our current
strategy and strength is primarily for
the Malaysian-centric market, but we
do have a growing clientele across
ASEAN. In practical terms, companies
in the same time zone as their investors
have a competitive advantage. From
here we can easily work with clients
in Singapore, Japan, China, and Hong
Kong. Even companies in Kazakhstan,
which might have traditionally considered
London or Dubai as their natural choice
for a financial hub, may in-the futire
consider Malaysia, as we are‘hoth
geographically and culturally closer, apart
from leveraging on Malaysia's existing
infrastructure and'capabilities in Islamic
finance.”

De Alwis knows the company's
limitations-as well as its strengths,
however, and has decided to set up
strategic alliances in the countries where
itis looking to expand its client base. “In
today’s volatile and highly specialized
markets, it is a much more efficient way
for us to work with local companies than
to set up offices abroad,” he explains,
“and it has delivered much better results
for us.”

As well as KIB's track record and
reputation, the international investment
community is being increasingly drawn to
work with Kenanga because of Malaysia’s
growing potential as a point of access
for ASEAN. When Ma proposed setting
up a Digital Free Trade Zone for his
e-commerce operation last year, he was
amazed that it only took four months to
push the legislation through.

Malaysia offers investors a dynamic
and vibrant business environment with the
ideal prerequisites for growth and profits.
THE COUNTRY IS
SUPPORTED BY A
MARKET-ORIENTED
ECONOMY AND
PRO-BUSINESS
GOVERNMENT
POLICIES.

through a well-developed legal system

The government continues to attract
investors by ensuring well-developed
infrastructure (i.e., a network of well-
maintained highways and railways;
well-equipped seaports and airgorts;
high-quality telecommunications
network and services; fully developed
industrial parks [including free
industrial zones], techfiology parks, the
Multimedia Super Gorfidor (MSC), and
Advanced MSC-Malaysia Cybercities
and Cybercentres).

With fiberal investment policies

(British) and the continuous support
and facilitation from the government,
internationally renowned brands have
chosen Malaysia as their regional
hub. Companies like BMW, Daimler
Chrysler, Dell, GE, Honeywell, IKEA,
Sony, Samsung, and many more have
been able to establish a strong base
that will continue to serve as a pivot of
growth, both locally and regionally for
them. The government also cantinues
to promote a vibrant and progressive
capital market, which is among the
best in the Asia-Pacific region and
ASEAN.

But it is not just the high-quality
and well-regulated capital market
or the growing affluence of the
middle classes that is attracting
investors. The establishment of the
International Organisation of Secunities
Commissions’ (I0SCO) Asia-Pacific
hub in the Malaysia regional hub was
also a further reflection of Malaysia's
commitment in promoting greater
cross-border regulatory collaboration
and cooperation.

This is aligned with KIB's aspirations
under ASEAN in promoting greater
regional connectivity. Kenanga
Investors is ready to help pave the
way and be the preferred choice of
investors as the gateway into Malaysia
and the region. @

Kenanga

Kenanga Investors
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HOUSING THE NATION

With homeownership rates running close
to 73%, Malaysia can lay claim to having
one of the most highly developed housing
markets of the booming economies of

Southeast Asia.

S EVER-GREATER NUMBERS
of Malaysians flock to its
conurbations to fill new

posts being created in the energy

and white-collar sectors such as ICT,
finance, and biotechnology, this is quite
an achievement.

It was not always so. Even as recently
as the 1970s and early 1980s, a
mismatch between the time it would
take the average consumer to pay off
a mortgage (around 15 years) and
the relatively short deposit liability of
commercial banks (nearer 12 months)
meant that banks were reluctant to lend
to housebuyers.

Cagamas emerged as the
government's solution, Established
in 1986 as the National Mortgage
Corporation of Malaysia, Cagamas was
tasked with both broadening the spread
of homeownership and expanding the
country's secondary mortgage market
through the issuance of corporate bonds
and sukuk (Shariah-compliant bonds)
to finance the purchase of housing
loans and receivables from finaficiak
institutions, select corporations, and the
public sector.

In the 30 years that-have elapsed
since then, Cagamasihas been
responsible-fog, issuing'some US$70
billion‘worth of bonds and sukuk and
has refinanced US$31 billion worth
of housing loans that equates to
approximately 1.9 million homes.

“In many senses, we fulfill the same
role as Fannie Mae in the U.S., except
that we only purchase loans that
meet our eligibility criteria,” explains
Cagamas CEO Datuk Chung Chee
Leong. "And because of this prudent

risk-management strategy coupled with
a track record of strong capitalization
and stable profitability, we have been
assigned both local and foreign currency
long-term issuer ratings of A3 by
Moody's Investors Service, which are in
line with Malaysian sovereign rafings.”

CAGAMAS'
COMMITMENT

TO PRUDENCE IS
CENTRAL TO ITS
STRATEGY AND
HAS HAD THE
DESIRED EFFECT
OF ENABLING THE
CORPORATION 1O
SOURCE FUNDS

in the capital marketstatdmore’
cost-effective rates.than'some of the
country’s baaks, whicijmeans that it
in tumn can passithe savings to the end
users in the form of cheaper rates.

In recent years, Chung and his
golleagues have begun to reap the
rewards of this reputation for sound
financial governance in the international
markets. In 2014, a year after obtaining
an international Moody 's credit
rating, it launched two US$2.5 billion
multicurrency EMTN (Euro medium-term
note) programs, one for conventional
and one for Islamic markets.

The response, according to the
Cagamas CEO, was “phenomenal” with
the Chinese RMBL.5 billion (US$230
million) issue oversubscribed by 3.1
times. At the time, the choice of the
renminbi for its first bond issue in a
foreign currency was inspiring, but it
was, In fact, simply a continuation of the
corporation’s determination to provide

B = S

‘:D_aluk Chung Chee Leong
E&gamas CEO

Malaysia's banks and ultimately its
homeowners with the Very best value
for money:

"We wereexpected to issue our first
international bond in U.S. dollars,”
Chung recalls, “but we chose renminbi
because we recognized that there
was a huge pool of funds in the RMB
market just waiting to be invested,
which allowed us to obtain some very
competitive pricing and to avoid paying
the premium that tends to be imposed
on most new issuers.” Cagamas
remains currency-neutral to this day
and is constantly on the lookout for the
best deals available across the world.

The corporation has also been
instrumental in educating Western
markets about the potential of sukuk
that it sells on to investors inclusive of
Malaysia's burgeoning Islamic banking
sector and on whom many of the
country's Muslims and non-Muslims
alike rely for their financial services,
including their mortgages.

“Back in 2013 when we staried
talking to investors in the U.K. and Hong
Kong about sukuk, they were reluctant
to get involved because they didn't
really understand them,” says Chung.
“But after their governments started
issuing sukuk, demand has risen.”
Domestic demand for sukuk is, in fact,

higher than it is for the conventional
bonds, he remarks, and the math makes
sense: While Malaysia's Islamic banks
and other Islamic financial institutions
are restricted to only buying sukuk, its
conventional lenders and funds are
under no such constraint.

As well over half of Malaysia's adult
population currently owns their own
home, Cagamas is in discussion with
the central bank about the extension of
its remit. It is already actively involved
in two government initiatives—the
My First Home Scheme and the Youth
Housing Scheme—aimed at providing
affordable house financing to low- and
middle-income eamners through its
subsidiary, which guarantees the first
10% of loans to homebuyers earning a
maximum of US$1,200 per individual
or $2,400 per household. It is also
exploring ways to translate its business
model to help with the country's
infrastructure development and the
growth of its SME sector.

Given Cagamas' strong track record,
sound corporate governance, and
commercial acumen, they are both set
to be in very safe hands indeed. ®

Cagamas “

onal Mongage Corporation of Malaysia
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INTELLECTUAL PROPERTY CORPORATION

OF MALAYSIA (MYIPO)—

MALAYSIA'S MASTERMINDS

On the 22nd of November 2015, the leaders of the 10 countries
that have signed up to the ASEAN trading bloc formally adopted
AEC Blueprint 2025. That plan is a comprehensive road map
aimed at establishing a policy environment supportive of the
innovation required to improve productivity in a collective economic
space with a combined GDP of just under US$3 trillion.

NE OF THE BLUEPRINT'S
key clauses deals with the
strengthening of

intellectual property (IP) rights, which
its authors identified as being critical in
helping ASEAN member states to move
higher up what they describe as “the
technological ladder"” by encouraging
the transfer of that technology and
by supporting the region's economic
development.

It was fitting that the blueprint’s
ratification should have taken place
in Kuala Lumpur, because Malaysia's
capital is home to the Intellectual Property
Corporation of Malaysia (MyIPO), one of
the region’s most active champions of
IP's role in attracting inward investment.
“We need to realize that IP has got real
value,” says MylPQ's general director,
Dato Shamsiah Kamaruddin. “We are
on a mission to establish a complete IP
ecosystem that includes IP valuation
and trading, technology transfer, and
an IPR (intellectual property'rights)
marketplace.”

Since it was incarporated 14 years
ago, MylPQ has, in fact, preempted
some of the initiatives enshrined in the
ASEAN blueprint. In 2013, for instance,
it designed.an IP valuation model that is
‘intended to work as a guide for banks,
SMEs, and other stakeholders on the
appropriate approach to take toward the
thomy topic of IP valuation. MylPO is now
also working with Malaysia TechVentures
to provide valuation and finance to the
country’s IP-dependent SMEs.

FROM THE
OUTSET, MYIPO
HAS ALSO BEEN
INSTRUMENTAL

IN EDUCATING
BUDDING
ENTREPRENEURS
ABOUT THE
IMPORTANCE OF IP
THROUGH A SERIES
OF IP AWARENESS
CAMPAIGNS WITH
THE HELP QF THE
IP MOBILE(UNIT
(MU), A MODIEJIED
VEHICLE THAT
TRAVELS'THE
TOWNS'AND
COUNTRYSIDE
OFFERING ADVICE
ON. PATENT
REGISTRATION,
TRADEMARKS,
INDUSTRIAL
DESIGNS, AND
AVAILABLE ONLINE
SERVICES.

It also carries with it an exhibition
mapping the entire IP journey from design
stage through to the marketing of the
finished product. In addition, MylPO has
six permanent offices dotted around the
country as well as its HQ in Kuala Lumpur.

Perhaps the most tangible evidence
of the organization's success on
the domestic front, however, is the
growing popularity of its annual IP
Awards that it hosts to coincide with

Malaysia's National IP Day. Since it
was first launched in 2006, the number
of entrants—particularly from the
country's network of five researth
universities—has steadily grown-in
2017, the awards.attracted-a record
518 entrants, with the'gold medal in the
Organization category going to Universiti
Putra Malaysia's InnaHub IP ecosystem
that has been responsible for incubating
4D startups and the patenting of around
1,000 products.

These are busy times for Dato
Shamsiah Kamaruddin on the
international front as well; her office is
busy working not only on the legislative
changes required by ASEAN but also
those demanded by the Trans-Pacific
Partnership (TPP) that Malaysia has
signed up to and looks set to go ahead
with despite the withdrawal of the U.S.
The immediate priority is accession to
the Madrid Protocol, the international
treaty that allows a trademark owner to
seek registration in any other signatory
country by filing a single application.
Signing up, she says, is good for the
trademark owners, as it will give foreign
investors confidence in the country's
IP system.

There are already signs that that
confidence is growing fast; last October,
for instance, Malaysia's prime minister
announced RMB1.5 billion in funds for
IPfinancing to encourage the use of
intellectual property as an instrument of
financial collateral with a guarantee of
up to 80% financing.

e v AL

Dato Shamsiah Kamaruddin
DG of MylPO

While‘accession to The Hague
Apreement, provides a mechanism
for registering an industrial design in
several countries by means of single
application and has the commitment
of ASEAN member states under the
10-year ASEAN IPR Action Plan.

Malaysia's membership in ASEAN
means that Kamaruddin and her staff
of 400 have wider responsibilities as
well, including an obligation to promote
IP systems and knowledge across the
region. “If you compare Singapore and
\alaysia on the one hand to Cambodia,
Laos, and Myanmar on the other,”
she says, “itis clear there are several
different levels of development.”

In 2016, ASEAN launched the IPR
Action Plan, which is specifically
designed to tackle this issue by way of
several initiatives. “Perhaps the most
important is the development of new
networks of integrated services for the
region, including modernization of IP
offices, establishment of Technology and
Innovation Support Centers (TISC) at the
regional level, and implementation IP
Enabling Environment as a continuation
of TISC. The purpose is to share patent
documents among universities and IP
offices and to develop expertise within the
universities themselves,” she explains.

ASEAN's IP is in capable hands. @

oo
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SILVERLAKE—
AHEAD OF THE GAME

If it is true that fintech is the fourth
industrial revolution, as some pundits are
now predicting, then Malaysian business
mogul Goh Peng Ooi will surely go down in
history as one of its outstanding strategists.

HE SON OF A BUTCHER,
this billionaire is both the
founder and executive

chairman of the Asian software

house the Silverlake Group. Goh is
currently on a mission to use his innate
mathematical genius to capitalize on the
Malaysian authorities’ determination to
create a financial ecosystem at the very
heart of the Southeast Asian economic
powerhouse.

Revolution or not, there is no escaping
the fact that most major blue-chip
financial institutions are today in a
race to combine new technologies—
including cloud computing, artificial
intelligence, and voice recognition—to
help them deliver financial services that
can more accurately predict and react
to client and consumer needs and their
changing patterns of behavior.

Which is where Goh comesdn, for
Silverlake's chairman has been'waiting
for fintech to come of age for the'best"
part of 20 years, ever since the 1997
Asian financial crisis. It was the turmail
of that period that originally conginced
him that the region’s banks Were going
to need all the-hielp.they could get if
they weregoing to face up to both
the challenges and opportunities of
the.brave new digital world that was
beginning to unfold before their eyes.

And so in 1989, Silverlake was born.
It rapidly became a major player in the
banking and digital economy selutions
arena. Such was its success that in
2003, Silverlake Axis Limited was listed
on the Singapore Exchange. Today its
Silverlake Axis Integrated Banking

Solution (SIBS) is used by an estimated
40% of Southeast Asia’s leading banks
to process their daily transactions,

and the company is now on the verge
of becoming a leading regional and
perhaps even global player as version 4
of the industrial revolution takes shape.

GIVEN THE
COMPANY'S
TRACK RECORD
TO DATE, THERE
IS EVERY REASON
TO BELIEVE THAT
THE COMBINATION
OF GOH’'S
MATHEMATACAL
TALENTS,AND HIS
ESPOUSALOF
GROUPR. THEORY
Wil SEE HIM
REALIZE HIS -
BREAM. Based on the concept
that it is possible to use the compilation
of data and mathematical analysis to
predict human patterns of behavior,
group theory has been central to the
Silverlake business model from the
outset. “I made clear very early on that
our success would not be based on
how well we pleased clients or on our
ability to establish useful concepts,”
he explains. “It's about sending a clear
message that what makes Silverlake
Group successful is the accumulation of
knowledge and our application of group
theory to every aspect of the company.”
Officially known as the Goh
(Mathematical Intelligence) Game
Theory, the Silverlake version uses

Goh Peng Ooi
Founder and Fxec

mathematics to predictinot justwhat
customers in the financial sector
want but also those'in any number of
industries and services. Silverlake Group
is already attive in several sectors
outside finance, including aviation
and retail, and the fact that Silverlake
has systematically been accumulating
the data on which those predictions
are based for the best of two decades
means it is almost impossible for new
entrants to hit the ground running.

As a lifelong student of Sun Tzu's
classic The Art of War, Goh also knows
that timing is crucial, and his modest
protestations that Silverlake has merely
“been in the right place at the time” bely
the fact that he not only foresaw the
advent of fintech but also prepared for it
while biding his time. “We knew that the
fintech revolution was going to happen,”
he says, “but we couldn’t predict when.
There were natural forces at work.” As
he waited for the market to catch up
with his vision, he fruitfully used his
time to make a number of strategically
important investments, including Global
InfoTech (GIT), Merimen Group, Cyber
Village, Finzsoft Solutions, and the
Symmetri Group.

Now it seems the time is right, and
not just because the financial sector has
woken up to fintech's potential. Where
fortune has undoubtedly smiled down on

Goh is in the time and place of his birth,
for he has hit his commercial peak during
a period when successive Malaysian
governments have made the stable and
orderly development of both its financial
and IT sectors among their top priorities.

SEVERAL PUBLIC-
SECTOR INITIATIVES
ARE CURRENTLY
UNDER WAY THAT
LOOK TAILOR-MADE
TO GUARANTEE
SILVERLAKE'S
FUTURE SUCCESS.
The first is the Financial Sector Blueprint
master plan that is designed to establish
the country as a regional hub for the
banking and related industries, while
the government-funded Malaysia
Digital Economy Corporation is actively
promoting the development of cloud and
data centers and big data analytics.
“The momentum we are seeing in this
space is fremendously good,” says Goh,
“and | am confident that our fintech
solutions will be well received by the I
financial services sector.” And if Goh's
predictions are right, much further afield
than that. @ |

SILVERLAKE

SYMMETRY AT WORK
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BOOKDOC—
A PRESCRIPTION
FOR INTERNATIONAL

SUCCESS

“Disintermediation” may not be the most
elegant word in the English language, but
the concept of harnessing new technology
to put consumers directly in touch with
producers has powered some of the most
successful business launches of the past
decade, including Uber and Airbnb.

HERE ARE NOW A NUMBER
of niche companies
also capitalizing on its

potential, one of which is the Malaysian
health care startup BookDoc, a2 mobile
application dedicated to connecting
patients to health care professionals.

Short for Book Doctor, the company
is the brainchild of co-founder and
CEO Dato’ Chevy Beh. After heading
up his father's highly successful BP
Healthcare for five years, in 2015
Beh decided to branch out on his
own. Within the space of two years,
he has managed to create something
that is already much more than an
app and which he describes as an
ecosystem that meets the overlapping
needs of patients who don't know
which doctors to go to, doctors who
are so busy treating patients that
they don't have time tosmanage
their appointments properly,&nd,
increasingly-companies that are
having difficultyckeeping track of their
staff's health.programs and medical
needs.

Aiter logging into BookDoc's core
platform, patients can search for
doctors by their GPS coordinates and
areas of expertise, while doctors who
suddenly find themselves available
due to last-minute cancellations can
be matched up with nearby patients.

On the corporate side of things,
companies can more easily keep
track of which members of staff are
on medical leave and how many days
they have taken off sick.

Just as Amazon has systematically
diversified and expanded its offerings,
BookDoc has already started
identifying extra benefits it can.offer
its target audience. As.well as-Helping
client companies with basic staff
tracking, it has now also started
managing its wider Corporate wellness
programs and-overall‘health care
benefit-sehemes, including dental
and optical benefits and even gym
memberships.

“Our end game is to connect
patients, doctors, companies, and
other players within the health care
ecosystem with the ultimate aim
of making health care trustworthy,
convenient, and hassle-free for
everyone,” says Beh. “This is what
patients want—a one-stop shop of
everything related to health care,
packaged and accessible via a
convenient app. It is through these
kinds of services that we are able to
engage with our young technology-
savvy companies and which will
power our growth in the coming
years.”

To date, BookDoc has been a

Dato’ Chevy Beh

CED of BookDoc

runaway success and already has

an active user base “in thedow six
digits,” says Beh. More than that,
the company appears to be having
no difficulty in attracting investment
and very early backing from the

likes of Brunei's Prince Abdul Qawi
and Macau casine{miogul Stanley
Ho's family, Whaprovided Beh with
the capitalto'roll out BookDoc's
services‘into Singapore, Hong Kong,
and Thailand. In June, Beh turned his
sights on Indonesia after the Hamami
family, one of the country's richest,
invested an undisclosed sum in the
company that is believed to have
valued BookDoc somewhere over eight
figures.

As a result, BookDoc has grown
into a truly regional player with a
presence in over 17 cities across the
Asia-Pacific region. It can also lay
claim to having achieved the highest
pre-seed and seed valuation in Asia
tech app history. And in a country that
is rapidly being recognized as a hub
for an exciting cohort of technology
startups that are transforming the
business environment of Southeast
Asia as a whole, it came as no
surprise when it was named Frost and
Sullivan's 2017 Southeast Asia Online
Health Platform.

That could well be just the
beginning, for Beh is constantly on
the lookout for new ways to improve
and extend the range of services
that BookDoc has to offer, and he

is not.afraid to do so by partnering
with companies with complementary
skills and expertise, particularly those
relevant to medical tourism. As a
consequence, the BookDoc ecosystem
now works seamlessly with a number
of apps that specialize in navigation
(including Google Maps and Waze;
transport such as Grab, Uber, and
AirAsia; and accommodation, like
Airbnb). The company is also the
official partner of Social Security
Malaysia, the FOMEMA Foreign
Workers' Medical Examination board,
and the country's Ministry of Tourism.
“We currently offer solutions at the
confluence of health care and IT,”
Beh explains, “but their business
applications potentially extend as far
as HR, insurance, and even retail.
That's why we welcome investors who
hail from various business verticals
and who have a deep know-how of
doing business in Asia, because they
are vital to BookDoc. They will help
us penetrate new markets faster and
more effectively, and with additional
funding, we will be in a stronger
position to expand regionally across
Southeast Asia and to roll out more
products targeting the B2B market."
Welcome to the world of
disintermediation. @

”E BookDoc
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PRINCE COURT MEDICAL

CENTRE—EXEMPLARY

HEALTH CARE PROVIDERS

Medical tourism is booming in Malaysia,
thanks to a combination of the country’s
sophisticated health care infrastructure,

excellent transport and recuperation facilities,

and the low cost of treatment.

ND WHILE MOST OF THESE
visitors are still arriving from
neighboring Indonesia, many

more are now beginning to fly in from the
predominantly Muslim countries of the
Middle East and North Africa, attracted
by the availability of full halal services.

Large groups of Chinese tourists
combining leisure and pleasure with
health check-ups have now also started
to turn up, as have visitors from the
neighboring city-state of Singapore,
attracted by health care costs—in
everything from dental and cosmetics
treatment to much more serious and
sophisticated treatments—that can be
as much as one-third less expensive
than those at home.

treatment and patient care have made it
extremely popular with the local expatriate
communities—and earned it a plethora of
awards over the past 10 years.

Most recently these have included
taking the 2017 crown as Malaysia's Top
Hospital for Medical Tourism as well as
a place in this year's global fop 10. Over
the past decade, it has also been highly
commended in the IMT)'s Hospitals for
Excellence in Customer Service awards;
been judged the Best Pediatrics Service
Provider of the Year award at the 2016
Global Health andOMedical” Tounism
Awards; and made a/Gold Awardwinner
in the Kuala Lumpur? Mayor's, Tourism
Awards 2014 under the Medical Tourism
category.

INDEPENDENT CONTENT BY INTERNATIONAL INVESTMENT GUIDE

Chong Yee Mun
CED of Prince Court Medical Centre

Malay, Indonesian, Tamil, Mandarin,
Japanese, Arabic, and Russian, as
well as many other subdialects. Qur
staff are well trained and understand
patients from all different codintries as
they are from a multiracial background
themselves.”

An accountant by.training, Chong has
brought 30wears' eXperience of working
in the retailapdmanufacturing industries
to histstewardship of the hospital, and
it shows. This is particularly evident in
PEMC's International Business Lounge
that was specifically established to
function as a one-stop shop for all the
needs of the intemational patient: a
contact point for registration, admission,
and post discharge services, and a place

One hospital that has been instrumental
in"Malaysia's ‘push into medical tourism
gver since it first opened its doors to
patients back in 2007 is Prince Court
Wedical Centre (PCMC). Located in the
capital, Kuala Lumpur, PCMC is a hospital
for Malaysians, expatriates, and medical
tourists, and it is a leading tertiary
hospital with the only HIMSS Stage 6
designation in Malaysia. Its standards of

“WE APPEAL

TO DIVERSE
AUDIENCES BY
MAKING THE
PATIENT FEEL
COMFORTABLE AND
AT HOME WITH OUR
STAFF,” explains the hospital's
CEO, Chong Yee Mun. “We have a
multilingual team who speak English,

where they can make requests for travel
and airport and local transportation;
book hotel accommodations  for
family and friends; and get help with
interpreters and visa extensions.

“We  have,” Chong claims,
“revolutionized the approach to long
wait times and logistics in the health
care experience. Part of our success is in
treating the hospital like a five-star hotel

with’ similar amenities and services.
What we quickly realized is that we had
the ability fo transform not only how
we take care of patients but also what
patients can expect in their health care
experience.”

Equally key to the hospital's success,
of course, is the technical competence
of its staff—from surgeons and doctors
to nurses and technicians—and the
sophistication of the equipment at their
disposal. PCMC was the first private
hospital to install a da Vinci Surgical
System, which, controlled by a surgeon
from a console, gives it the capability
to facilitate not only complex but also
minimally invasive operations. Thanks
to its adoption of robotics surgery
technigues, patient recovery times are
considerably shorter, with wvasectomy
patients, for instance, generally back on
their feet within two or three days.

PCMC is also the only hospital in the
country that offers kidney transplants
of different blood types. “Our doctors
are highly specialized, and patients
are frequently referred to us from other
specialist centers,” says Chong. “There
is still some room for expansion on our
current site, and we will be using it
fo reinforce our position as a flagship
tertiary hospital, a place where patients
are referred to for operations and
treatments that other hospitals cannot
perform or treat.” @

4
|

PRINCE COURT
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MAXXIMA GROUP—
TRANSFORMING LIVES

Of all the countries that have signed up to the newly
created ASEAN trading bloc, Malaysia is the most
economically developed and mature. Ever since it
declared independence back in 1957, this ethnically
diverse country with a population of around 31
million has consistently shone as a regional beacon
of resilience and robust economic performance, in
spite of having experienced its fair share of turmoil

over the same period.

ITH AN ANNUAL GDP
growth averaging an
impressive 6.4% since

1970, it has successfully diversified
its economy, edging away from a
dependence on agriculture toward
the manufacture of electronic goods,
machinery, and medical goods.

Malaysia is maturing in other ways,
too. According to UNESCO, some 9.5%
of its population is already over the age
of 65, with that figure set to rise to 25%
by 2050. While this may pose some
long-term challenges for the country as
a whole, it is good news for its private
health care sector, which stands to
benefit from a corresponding rise in
demand for its goods and services.

One company that has already
succeeded in capitalizing on an
increase in the demand for health
supplements—the increase by
no means confined to Malaysia's
elderly citizens—is Maxxima Group,
spearheaded by Dato” Reza\brahim,
founder and groug CEDxwhose
CellMaxx® afgae-based health care
supplementhas taken Malaysia by
storm.

“| was looking for a niche product
that was new to the market so that |
could focus on building the CellMaxx
brand rather than worrying about
the competition,” he recalls. “We
acquired the patent and negotiated the
distribution rights for 10 years, which

meant that | have had a whole decade
to focus on branding and marketing.”

A specially formulated functional
food whose base ingredient is the
Aphanizomenon flos-aguae (AFA)
extract harvested from Klamath Lake
in southern Oregon, CellMaxx helps
activate body cells, thereby supporting a
healthy immune function.

CELLMAXX
PROVED TO'BE

SO SUCCESSFUL
FROM THE VERY
BEGINNING, THAT
SALES-MORE THAN
TREBLED;, TO JUST
UNDER US$45
MILEION, IN ITS
FOURTH YEAR OF
TRADING.

It now spreads over a network of
200,000 distributors dotted across Asia,
with offices in Indonesia, Mongolia,
Brunei, and Singapore as official
distribution channels to keep up with the
explosive growth in demand.

To date, Maxxima has won 10 awards
locally and internationally. Three of
them are world's prestige awards: Best
Regional Enterprise Awards, London,
UK., 2017; European Standard and
Quality Assurance Awards, London, UK.,
2017; and the Golden Europe Awards,
Berlin, Germany, 2017.

Today Maxxima is more of a wellness

;"’i‘__,

L

Group CEO of Maxdma Group of Companies

company than just a licensed franchise
operation. While CellMaxcremains

its flagship prodtctiother promising
products are alsoun-he pipeline.
“Building thesbrand is tremendously
inspiring aqd gratifying for me because
of the benefits CellMaxx has brought
fa people in terms of their health

improvement,” Dato’ Reza explains.

In the company's projections for
the next five years, CellMaxx is to
be consumed in new Asian target
markets—notably China, Thailand,
Cambodia, Vietnam, and India—that
are to be added to the current list of
Malaysia, Brunei, Singapore, Indonesia,
and Mongolia. At the same time, it is
crucial for the company to embrace
technology in its consumer operations
by having a state-of-the-art system as
a digital marketing tool in order to move
forward. This would make the business
relevant in going global.

Promoting the uptake of CSR within
a company projected to generate
increased revenue of billions of dollars
in the next five years of operation
is of utmost importance. Maxxima
has persistently integrated social
and environmental concerns in its
business operations and interactions
with stakeholders. In meeting societal
expectations of conducting business
while simultaneously doing good,

Maxxdima's CSR efforts act as the
driving force for more people to join the
company.

In Asia-Pacific, wellness products
contribute as much as 417 to total
revenues. These statistics are proof that
wellness products are in high demand
and indispensable. Maxxima produce a
range of unique health supplements that
are benefiting and helping millions of
people. The company has transformed
thousands of lives, not just in terms of
their health, but equally their financial
status. The company's revenue, net
income, and operating cash flow are
positive and growing over time as its
management and staff are ethical,
transparent, and united.

With so many ideas to pursue and
the whole of ASEAN at its doorstep,
the company is looking for like-minded '
investors to support its vision of
establishing a state-of-the-art research
lab and manufacturing plant to support
its expansion p!éns to penetrate more
markets in Asia. Maxxima also aims
to be listed while steering to be in the
top 50 direct-selling companies in the
world. Based on growth and stability,
Maxxima is without a doubt a force to be
reckoned with in the industry. @

SMAXXIMA
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DAGANGHALAL PLC—

REINVENTING THE HALAL

MARKETPLACE

Every so often, someone comes up with a new
business idea that is so intuitive that we find ourselves
wondering why it hadn’t been thought of before.

0 IT MUST HAVE BEEN FOR

the investors on London's

ISDX Growth Market stock
exchange back in 2016 when they were
asked to put some funding behind a
company that had developed an onling
e-commerce platform dedicated to
the Islamic economy with a particular
focus on connecting the suppliers of
halal products with manufacturers,
distributors, and, ultimately, consumers.

The world's Muslim population is

expected to grow from a current total
of 1.8 billion to 2.3 billion by 2050,
and the spending power of Muslim
consumers is expected to reach US$5.3
trillion by the end of this decade. The
market recognized this huge potential,
and Malaysian-based DagangHalal's
IPO went on to raise just under US$6
million (including US$1.3 million from
Malaysian Technology Development
Corporation, a subsidiary of Khazanah,
the Malaysian government investment
holding arm), meaning the company is
already well on its way to becomingithe

world's default digital halal marketplace:

At the apex of DagangHalal's
innovation is the Halal Verified Engifie
(HVE). It is a repository of halal products
certified by Malaysia's'Department of
Islamic Development (Jakim)and global
halal certifying bodiesécognized by
JAKIM. HVE is & collaborative effort
between Jakim'and DagangHalal, using
Microsofteloud technology, to simplify
thehalal certificate application and
renewal process by allowing applicants
to search, view, and download genuine
halal certificates of products and
ingredients in the supply chain.

Halal applicants can also use
HVE's extensive database to source

for alternative suppliers that are
halal-certified. Aside from Jakim's own
database, the system boasts a Global
Halal Network that will be populated
with up-to-date information from all
73 international certification bodies
recognized by Jakim, including CICOT
(Thailand), HFA (U.K.), ISA (U.S.), and
CICOT (New Zealand).

Supporting HVE is the Halal
Application Approval System (HAAS).

It is the world's first commercialized
e-halal application system that
manages the life cycle of an online halal
certificate application from companies
applying for halal certification for

their products. The whole process is
managed online from start until thefinal
printout of the halal ceriificate bythe
certification bodies. Once’a certificate
is approved, it is automatically

updated into HVE.-Before this, the
manual processiof application and
approvalinvolved 2 large volume of
documentation, a difficult transition
process when there is a change in staff,
and no proper tracking mechanism.

“Our innovation lies in having the first
database of global halal certificates in
the world,” chairman Datuk Muhadzir
Mohd Isa says. “Must-have information
that was previously difficult to find is now
available at your fingertips.”

As HVE facilitates the identification and
selection of halal ingredients, products,
and suppliers, its DagangHalal.com
B2B e-marketplace has been designed
to enable global buyers to expedite the
online sourcing of verified global halal
products and ingredients. Mamee and VIT,
Malaysian producers of instant noodles
and snack foods with annual turnovers
of US$100 million and USE10 million,

Datuk Muhadzir Mohd Isa,
Mr. Francis Chong, |

respectively, are two of DagangHalal's
many success stories. Both.were
connected to SaSoDo,'a lapanese
distributorthroughDagangHalal.com.

This'is the online part of
DagangHalal's online-to-offline
business'model. The offline component
initiates when the merchant products
are marketed in DagangHalal's Halal
Supermarket pavilion at global major
food fairs such as Anuga in Germany,
SIAL in Paris and China, FOODEX in
Japan, and Alimentaria in Spain. When
Mamee participated with DagangHalal's
Halal Supermarket at FOODEX Japan, it
was further connected to retail giants
such as Wal-Mart Japan, Aeon Japan,
and others—a venture that proved to be
very fruitful for Mamee.

DagangHalal is now working on
a supporting solution for producers
of halal products called MyHAS (My
Halal Assurance System). ltis a
system designed to ensure continuous
compliance to halal standards as
prescribed by Jakim. In addition,
DagangHalal aims to release a mobile
app called MEEMBAR. The app provides
information on halal eateries in global
major cities, mosques, hotels, prayer
times, and prayer direction for the
traveling Muslim. Its official launch
is planned during the world's largest
certification bodies convention, slated to

be in early April 2018.

The Halal Certification Bodies
Convention (HCBC) is a gathering of
global certifying bodies recognized by
Jakim for the purpose of discussing
developments on halal. The convention
is co-organized by Jakim and
DagangHalal.

“Halal" is the Arabic word for “lawful"
or “permitted” as defined by the Islamic
principles of Shariah law, and the
concept permeates many aspects of a
Muslim’s day-to-day existence. “Halal
is not only about food; it is a way of
life,” explains managing director Francis
Chong. “The halal industry is vast and
has grown to encompass many other
sectors, such as pharmaceuticals,
travel, media and recreation, logistics,
cosmetics, and fashion. It is all about
how the Muslim community does its
best to try to live and do business
according to the Shariah principles
enshrined in the Koran."

Halal is an often-mentioned word, but
the solutions offered by DagangHalal are
specific and purposeful. They fill a niche
that is essential for everyday Muslims.
DagangHalal is well poised to reap its
investments in 2018. ®

anzHalal
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BAYCARE HEALTH
SYSTEM

HQ....... Clearwater, Fla.
EMPLOYEES....... 23,884
JOB OPENINGS..... 2,187

THIS NOT-FOR-PROFIT
health care system
goes "above and be-
yond” when it comes to
care and compassion—
from throwing proms
for pediatric patients to
stocking a closet with
clothes for the home-
less. It gives away mil-
lions in unreimbursed
care each year and has
an emergency fund for
coworkers who feel like
“we're all family here.”

SHEETZ

HQ.............Altoona, Pa.
EMPLOYEES ....... 16,848
JOB OPENINGS ..... 3,483

THIS CONVENIENCE store
chain is family owned
but strictly egalitarian:
Any family member
whowantstobeina
leadership role must
complete two years of
training and spend a
minimum of three years
working outside the
company. Meanwhile,
other employees tout
“great benefits” likea
free GED program and
tuition reimbursement.

HILCORP

HQ.................. Houston
EMPLOYEES ......... 1,851
JOB OPENINGS . ........ 28

TURNOVER AT this oil
and natural-gas com-
pany is exceptionally
low, at 3%. Employees
appreciate the "culture
of transparency” plus
annual bonuses that
average 36% of pay.
Micromanagement is
rare [“l don’t need to
ask permission from 20
different people”], and,
unified goals help mati-
vate staffers to betheir
“very best at work.”

s

HILCORP GAVE EMPLOYEES $100,000 FOR HITTING BIG GOALS IN 2015.

COMCAST
NBCUNIVERSAL

HOQ............ Philadelphia
EMPLOYEES ... 159,000*
JOB OPENINGS... 12,044

EMPLOYEES AT the tele-
com giant say it has "a
very open culture” and
an “amazing” level of
diversity, with 47.3% of
executives at or above
the vice-president level
described as diverse
employees. And though
it's such a “gigantic
family of different
brands,” Comcast still
manages to "make em-
ployees feel connected
to each other.”

FROM
THE
RECRUITER
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CHAD BEALS
TALENT ACQUISITION DI-
RECTOR, CHG HEALTHCARE

NUGGET
MARKET
HO...... Woodland, Calif.
EMPLOYEES™,..... 1,807

JOB OPENINGS ...v.... 110

THE FAMILY-OWNED and
-operated company is
the Hogwarts of gro-
cery stores. Employees
are “encouraged to
have fun” and are
“thanked and cel-
ebrated all the time.” it
invests in professional
development, promotes
from within, and spent
$400,000 last year on
events—including a
white-water rafting trip
for the entire company.

CHG HEALTHCARE

HQ.......... Midvale, Utah
EMPLOYEES ......... 2,588
JOB OPENINGS ........ 583

ONE OF the largest
health care staff-

ing providers in the
country, CHG is serious
about celebrating its
employees. An annual
Employee Apprecia-
tion Week features

40 events across its
offices. And benefits
like flexible schedules
and an Employee Com-
passion Fund means
there’s an “overwhelm-
ing amount of support.”

RYAN

HOQ......................Dallas
EMPLOYEES ......... 1,557
JOB OPENINGS ......., 450

AT THIS Texas-based
tax and software firm—
the largestin the world
for business taxes—
employees are "treated
like professionals.”
Staff are trusted to
work where and when
they want. And CEO
Brint Ryan “rolls up his
sleeves” with everyone
else. Plus, when the
firm meets big goals,
the profit sharing is “a
game changer.”

36
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NUSTAR
ENERGY

HO............ San Antonio
EMPLOYEES ......... 1,284
JOB OPENINGS.......... 58

THE PIPELINE operator
has a dedicated “no-
layoff” policy, helping
foster a “caring and
sharing” workplace
where employees feel
asense of “ownership
and camaraderie.” Dur-
ing Hurricane Harvey,
NuStar called affected
employees, sent cash
tothosein need, and
lent company vehicles
to workers whose cars

ATLANTIC HEALTH
SYSTEM

HO...... Maorristown, N.J.
EMPLOYEES ....... 12,183
JOB OPENINBS......... 917

THE HEALTH CARE non-
profit puts an emphasis
on "healing care” for
patients as well as
“support” for staff.
Benefits include gener-
ous medical coverage,
tuition reimbursement,
and retirement pen-
sions. That may be why
there’s only a 8% turn-
over rate. One employee
says, | plan on working
here until I'm too old to

ENCOMPASS HOME
HEALTH & HOSPICE

EMPLOYEES ......... 8,851
JOB OPENINGS..... 1,365

THIS HEALTH and hos-
pice company serves
more than 100,000
patients annually and
still makes "space for
employees’ lives.” Ten
weeks of paid time off
forillness, caregiving,
or bereavement, and

an in-house foundation
that helps both staff
and patients in times of
need, make people feel
there’s "a great'deal'ef

had been damaged. waork any longer.” understandinghere.
% TDINDUSTRIES HYLAND CHILDREN'S
HEALTHCARE OF ATLANTA
HQ......................Dallas HY...oiv Westlake, Ohio HO........coeveenn . Atlanta
EMPLOYEES ......... 2,320 | EMPLOYEES../.."2,722 | EMPLOYEES.......9,090
JOB OPENINGS........ 103 JOB OPENINGS ........ 121 JOB OPENINGS........ 421
THIS CONSTRUCTION and HOW’S THIS forservice | “FORMOST of us,” says

technology services
firmis 100% employee-
owned [but no one
owns more thand%J.it
offers up to $18,0001n
tuition reimbursement
and pays.100% of the
costs upfront for work-
grsseeking associate
tomaster’s degrees.
Says one staffer, “The
training and develop-
ment opportunities are
endless.”

leadership? One day
ayear execs at this
software firm hop
behind the wheel of golf
carts, pick up employ-
ees in the parking lots,
and drive them to the
office. With an on-site
preschool, paid sab-
baticals, and surprise
gifts for remote work-
ers, it'snowonder 43%
of new hires come from
referrals.

one employee, “thisis
our calling, not our job.”
The mission is front and
center at this pediatric
health care organiza-
tion, where staffers can
“make a difference in
the life of a child each
day.” Because itcan get
stressful, perksinclude
massages, childcare,
and a concierge service
for tasks like dry
cleaning.

PROGRESSIVE

HQ Mayfield Village, Ohio
EMPLOYEES ....... 33,116
JOB OPENINSGS......... 332

EMPLOYEES at this
81-year-old insurer
might be surprised

by the startup vibe,
with hackathons, code
jams, and A.l. competi-
tions. There'seven an
innovation “garage”
that functions as an
employee-run think
tank and experimental
lab. Childcare subsidies
and on-site medical
clinics also help make it
a "company with heart.”

ALSTON
5 BIRD

HQ s Atlanta
EMPLOYEES ......... 1,627
JOB OPENINGS.......... 16

THIS NATIONAL law firm
may excel in hard-
nosed fields like litiga-
tion and tax law, but its
culture is remarkably
“fun” and "supportive.”
On top of up to seven
weeks of paid time off,
family-friendly perks
include on-site day
care, subsidized at-
home sitters, and even
firm-paid breast milk
shipping programsin
the event of work travel.

it

FORTUNE.COM /f MAR.1.18



80->8¢7

¢ THE 100 BEST COMPANIES TO WORK FOR »

FOR MORE ON JOHN
LEGERE'S LEADERSHIP,
SEE PABE 42

30

AUTDDESK

HQ..... San Rafael, Calif.

EMPLOYEES......... 3,586
JOB OPENINGS........ 330
“AUTODESK actually

means it when they talk
about work/life bal-
ance,” say staffers at
the design software
firm. Thatincludes a
six-week paid sab-
batical every four years
and no formal log of

82
ALLIANCE DATA
SYSTEMS

HQ............ Plano, Texas
EMPLOYEES ....... 15,541
JOB OPENINGS........ 901

THIS MARKETING
services firm boasts
acarporate culture
where employees’
“opinions or ideas” are
“openly encouraged
and considered.” And
its humanitarian ef-
forts, like the $3.5 mil-

WITH $35 BILLION IN SALES, MARS 1S ONE OF THE LARGEST PRIVATE COMPANIES.

w..

E:{i

T-MOBILEWS

HY i Bellevue, Wash.
EMPLOYEES .%,... 51,600
JOB OPENINGS..... 2,000

THE TELECOM insurgent,
led by the colorful CEO
John Legere [literally:
He always wears T-
Mobile magenta), has
seen stellar growth,
and rising morale to
match, in recent years.
Employees here say

sick days for salaried lionit gave to food the company “truly
employees [they just banks in 2016, show it embraces diversity”
take what they need]. “puts its money where and that they feel “in-
Icing on the cake? Many | its mouthiswhenit spired” to bein a place
staffers can bring their comes to community where “every voice
dogs to the office. involvement.” 7 matters.”
81 83 84 85 87
KRONOS MARS ACTIVISIDN Yo AFLAC POWER HOME
BLIZZARD REMODELING GROUP

HQ........... Lowell, Mass. L oL McLean, Va. ;{1 T Santa Monica HQ......... Columbus, Ga. HO.....oooo. Chester, Pa.
EMPLDYEES......... 3,523 EMPLOYEES ..., 13,954 U.S. EMPLOYEES... 5,690 EMPLOYEES ......... 5,401 EMPLOYEES ......... 2,223
JOB OPENINGS........ 300 JOB OPENINGS..... 1,035 | JOBOPENINGS........ 484 | JOBOPENINGS........76 JOB OPENINGS ........ 147
KRONDS EMPLOYEES — THE FOOD and beverage “OFF THE WALL" think- PEOPLE LOVE the THIS HOME exterior
nicknamed Kronites— titan behind MEM'’s, ing is celebrated at this “thanks and apprecia- remodeling company
feel “like a family.” The Wrigley, Pedigree pet gaming and entertain- tion" at thisinsurance sees adirect link
CED, "amazing leader. food, and more is still ment giant, a federa- giant, where staffers “hetween employees’
and human™Aron Ain, privately held by the tion of creative studios get hundreds of spot success and that of the
gets high marks for Mars family—a strategy that stands out for the bonuses—averaging company.” Manage-
communication (he management says has personal and profes- more than $700— ment “genuinely cares”
has aregular video allowed it to stay true to sional development each year, and execs about the workforce,
blog] and recognition. its values, unswayed by it offers employees. “personally present and leadership train-
And it doesn’t hurt that the short-term whims Says one: “You're tenure certificates” ing opportunities are
the software company of Wall Street. The com- encouraged to pursue to longtimers during “unmatched.” To wit:
provides flexible work pany principles “aren’t whatever interests you Employee Appreciation More than 80% of the
arrangements, unlim- justwords onawall,” personally, not just Week. Getting some company’s top-ranking
ited PTO, and help with employees say. “We use what would benefit gratis insurance prod- employees rose up

student-loans.

them every day.”

your job.”

uctsis nice too.

through its ranks.
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¢ NORDSTROM

H e ey Seattle
EMPLOYEES ....... 66,554
JOB OPENINSGS..... 8,235

THE EMPLOYEE discount
is a nice enticement for
anyone, but people who
retire at age 55 or older
after 10to 1S years at
Nordstrom get the deal
for life. The upscale
retailer also makes a
point to recognize staff
achievements with
parties and special
awards. And diversity
is a priority—people of
color make up 45% of
technology staff.

89
& GOLDMAN SACHS

HQ.......... New York City
EMPLOYEES ..... 34,400*
JOB OPENINSGS..... 2,300

AMBITION abounds at
the storied firm, where
employees appreciate
the chance to work with
“phenomenal talent.”
Goldman champions an
environment of “evolu-
tion and improvement,”
offering "a constant
stream of development
opportunities.” And ju-
nior staff feel “empow-
ered by senior leaders”
to take ownership and
propose ideas.

90

OHIOHEALTH

HO: = Columbus
EMPLOYEES ....... 22,920
JOB OPENINGS..... 1,558

“PATIENTS ARE at the
heart of everything we
do,” says one person

at this faith-based
nonprofit, which has its
own research institute
to "up the ante” onin-
novation in care. Ohio-
Health also uses staff
feedhack to constantly
refine benefits: bolster-
ing tuition assistance,
adoption aid, disability,
leave, and retirement
contributions:

g

METHODIST LE
BONHEUR HEALTHCARE

HQ................. Memphis
EMPLOYEES ....... 11,402
JOB DPENINGS......... 6390

EMPLOYEES HERE works
toward helping the
people they care

for “reach another
birthday,” with “ex-
ceptiongl” care and

a focus on.prabono
preventive efforts.
Perksfike mindfulness
sessjons and tuition
aithadd to an “extraor-
dinary” culture, where
diversity is prized. More
than 46% of employees
are minorities.

o9
JE

DEVON ENERGY

HQ......... Oklahma City
EMPLOYEES'...\,.. 2,616
JOB OPENINGS

THIS OIL AND GAS
producer has a “giving
heart,” staffers say,
waorking to reduce its
environmental foot-
print by recycling water
inthe arid climates
where it operates and
helping to protect
wildlife. Despite the
recent slump in oil
prices, it has "held true
toits values” and gives
millions to community
causes each year.

THE BEST
COMPANIES
INYOUR
BACKYARD

Evenifthere’snota
100 Best Company in,
your city, chances are
atleastone has an of-
fice in the vicinity. Find-
ing themis particularly
sasy in New York City
and Dallas, however.
These two cities led the
pack, hosting 50 and
42 locations respec-
tively for companies
on thislist.

NUMBER OF MAJOR LOCATIONS FOR EACH COMPANY ONTHELIST & 1 @ 10

SEATTLE!23

SAN
FRANCISCO;
34

SAN JOSE: 16

HEADQUARTERS OF LISTED COMPANY e

SACRAMENTO: 11

LOS ANGELES: 30

@ 42

L

AUSTIN: 14 HOUSTON: 14

PHOENIX: 17

CHICAGO: 35

ATLANTA: 28

DETROIT: 11

TAMPA: 17

BOSTON: 22

NEW YORK: 50

WASHINGTON: 29

MIAMI: 17

A GRAPHIC BY NICOLAS RAPP

*GLOBALTOTAL
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POLTICS

IN THE WORKPLACE ....ccum

RECENT POLITICAL NEWS can seem like an all-consuming
sideshow, with each day bringing more gory details of
national strife and division. The challenge for great com-
panies? Preventing toxic political discourse from seeping

into the workplace.

So we asked folks—some in the business of counseling
Fortune 500 companies—how they're advising their em-
ployees and their customers. Here, four takeaways:

CREATE A CULTURE
. THAT CAN WITH-
STAND CONFLICT:

G&S Business Communi-

cations CEO Luke Lambert
got out ahead of any poten-

tial problem by launch-
ing a regular program

for “healthy discourse and

debate.” After the rough-
and-tumble presidential
election ended last year,

New York City-based G&S

gathered emplnyeeé_ “rep~

resenting different political

views," Lambert says, “for

a discussion about the
outcome,” Siﬁs;a_ﬁ':en, the

company has hosted regu-

lar worksheps on issues

such as LGBTQ workplace

struggles and even the
narcotics crisis.

COME TO THE
&8 resuuei
Dropbox, a San

Franeisco startup, an Iragi-
born employee feared leav-
ing the country for work
after the travel banawas
issued. To make matters
worse, he was also sched-
uled for a naturalization
interview: The company
helped Bashar Al-Rawi by
arranging legal help—the
COQ even reached out
directly. “The tremendous
support meant a lot to me,”
Al-Rawi says. Such reas-
surances—and help—won’t
go unnoticed by the rest of
the company’s employees.

DO NO HARM:

Edward Reilly, a

senior adviser at
Washington-based FTI
Consulting, warns that
executives should tread
lightly when speaking out
on certain issues—taking
sides with, say, Democrat

lawmakers over Republi-
cans, for instance. Lead-
ers of consumer product
and service firms,should
especially be wary. “Many
corporate executives
speakto issues that they
feel are aligned with their
customer interests,” he

saysybut it’s easy to misfire.

For example, Papa John's
founder John Schnatter
stepped down as CEO
after he publicly blamed
the NFL player protests

for harming his sales. The
company, a big NFL spon-
sor, apologized. Apparently
he forgot both Republicans
and Democrats eat pizza.

PROXIMITYBREEDS
AFFECTION: Louis
Carter is CEO of
the Best Practice Institute
in West Palm Beach, Fla.,
and like Lambert of G&S
he thinks building the
right culture will head off
most problems. And if it
doesn’t? “Seat people with
the highest degree of [po-
litical ] conflict next to each
other.” People will listen
more closely to an oppos-
ing viewpoint if it comes
from their cubicle-mate.

THE:
CONTAINER STORE
QL. Coppell, Texas

EMPLOYEES,,....... 4,185
JOB OPENINGS........ 198

EMPLOYEES ARE [literal-
ly]invested in this stor-
age retailer, holding a
big chunk of its shares.
That goes both ways,
say staffers, who praise
“outstanding” commu-
nication, pay that's well
above the industry’s
average, and “amazing”
benefits [even for part-
timers)—all part of how
the company brings its
“conscious capitalism”
ethos to life.

FEDEX

HQ................. Memphis
EMPLOYEES...... 281,933
JOB OPENINGS ... 20,000

THIS LOGISTICS leader
makes staffers "proud”
with numerous chari-
table initiatives: It will
commit $200 million
to 200 communities by
2020, and its employ-
ees have volunteered
on 775 projects around
the world. And next
time there's a natural
disaster, you can bet
that FedEx will be there
delivering food, sup-
plies, and medicine.

He
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ABBVIE

HQ.... North Chicago, lll.
EMPLOYEES ....... 13,222
JOB OPENINES........ 796

WELLNESS is the priority
at this pharma giant,
where “uplifting” work
"thanges peoples’
lives.” Thoughtful perks
include a concierge
service, a program

for older workers to
scale back on hours or
responsibilities rather
than fully retire, and
adaptable schedules. “1

83

7 FOUR SEASONS
HOTELS AND RESORTS

O e o Toranto
EMPLOYEES ....... 16,675
JOB OPENINGS..... 7670

THE TOP-SHELF hotel
manager with 108
properties aroundthe
world goes all gut with
employee recogni=
tion programs, some
of which'ificlude cash
bonuses or exotic
trips=think China or

( Merocco. Celebrations

marking employee
.awards and milestones

AbhVie takesinto account employee sugges- couldn’t be more happy | “can feel like a “family
tions, needs, and data asittweaksits suite of with the flexibility,"says | gathering” with “cool
benefits and perks. one mother ofthree. prizes.”
85 98 i\ (98 100
NOVO BAKER DONELSON (OELTA AIR LINES ATET
NORDISK %
HQ....... Plainshoro, N.J. [ Py Mamphi;_. 1 A o Atlanta [ 11 = T ot Dallas
EMPLOYEES ......... 4,658 EMPLOYEES ... 1,484 EMPLOYEES ....... 83,996 EMPLOYEES ... 254,000*
JOB OPENINGS ........ 393 | «JOBOPENINGS?......»11 | JOBOPENINGS... 10,000 | JOBOPENINGS..... 2,000
THE “INSPIRING” mis- “EMPLDYEES trust our “DELTA TAKES care FEW COMPANIES hold
sion at this diabetes- management,” says of its people, and we such a singular place in

focused pharmaceuti=
cal company resonates
with the Danishfifm’s
“hardwarking”and
“honest” U'S. staff, who
say "ceming tawork is
mare thanjust a job for
s6many” at the com-
pany.Diabetes care is
covered for employees,
as are college admis-
sions counselors for
their kids.

one person at this
sprawling law firm,
where it nonetheless
feels like "competi-
tion and rivalry do not
exist.” The “extremely
transparent” CEC, Ben
Adams, shares internal
annual reports, hosts a
regular “Ask Ben” video
series, and makes 30
trips a year to the firm’s
far-flung offices.

take care of Delta,”

say staffers at the
airline. That recipro-
cal atmosphere can

be seeninthe form of
the industry’s richest
profit-sharing and
rewards program [with
nearly $5 billionin
payouts over the past
five years]. Luxe worker
travel benefits “cement
that we matter.”

the history of Ameri-
can innovation or play
such a pivotal rolein
its infrastructure. Still,
staffers say it's “not
intimidating” and that
they can "bring their
whole selves to work.”
ATET also invests big
inits people, spending
$250 million a year on
training and $30 million
on tuition assistance.

*GLOBAL TOTAL

Hl
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THE CROWD IN THE BALLROOM at the Westin New
York at Times Square on this February after-
noon is in a partying mood well before sun-
down. They're enjoying the buzz of being-an
elite crew: some 200 employees handpicked by
managers as top performers. Theyrenodding
their heads to a pounding soundtrack (Beck’s

“Wow,” “Havana” by Camila Cabello and Young
Thug, some Coldplay). They’re competing in
cheering contests. And they're antsy for the big
moment when they’ll pull the triggers that set
off a fusillade of confetti-cannons.

This is definitely not what most companies
do on quarterly earnings day. But the com-
pany hosting this bash is T-Mobile, the for-
merly downtrodden wireless carrier—where

| rebounding employee morale and rising

reventie are almost inextricably linked.

After one last cheer-off, the star of the
show arrives. John Legere, T-Mobile’s tire-
lessly trash-talking, 59-year-old CEQ, stalks
in with a phalanx of senior execs, to the beat
of a standing ovation. He quickly gets to the
point: “Rowdy crowd? There’s a good reason
to be rowdy ... We announced results today
that were just phenomenal, the best financial
results since I've been CEO here.”

o It’s true: Despite a year marked by a major
PEOPLEMOVER disappointment—merger talks with rival

CEQ John Legere Sprint broke down in November, with no

deal—the numbers T-Mobile has just an-

at T-Mmg nounced are formidable. Its 2017 revenue was

Bellevue, - $40.6 billion, up 8% from 2016, and more
AR RARLRES: than double its total in 2012, the year Legere
took over; net income, meanwhile, reached
a record $4.54 billion. While it remains far
behind Verizon and AT&T in number of sub-
T . seribers, T-Mobile, which makes its debut on

[HE FORMEBLYFADUNG WIRELESS CARRIER HAS : ies list thi

the Fortune Best Companies list this year, has

DOUBLEDATS REVENUE AND SUBSCRIBER BASE undeniable momentum. It’s intent on shaking

i

a on his Segway
" atastaffevent

SINCE CRQUSH TOOKTHE HELM FIVEYEARS | oo eiiationeoand the el ey
/-l L}U |1 % { EP | P|r': FD? S [Ef Sg IN F- L" [1 EC; witi} i:i tantalizi.ng n}gve int(:ir.nobi}e video.
(RIS LS ON SAFEMRAL e b e o

Lr\ H ” ; " I\ f H[ S E H\” I\ f? '” LJN H The crowd chants “Are you with us?,” a slogan
from the diversity-themed ad T-Mobile
unveiled during the Super Bowl. The confetti

BY AARON PRESSMAN
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cannons do indeed fire confetti. And then it’s
question time: For 30 minutes, Legere and
his team field inquiries from employees in the
ballroom and others watching via webcast.
Legere keeps the pace rapid and the tone
solicitous, doling out cash rewards (peeled
off a stash of rolled-up $20 bills) for those
brave enough to query him. Some questions
are jokey (Have we bought stock in confetti

cannons?), but others are sincere and probing.

Afterward, dozens of employees line up to
shake hands with the CEO and pose with him
for pictures. Legere hangs around for almost
half an hour until the entire line gets through.
“He’s like an amazing person, different from
everyone I've ever seen as a CEO,” Donald
Smith, who works in a T-Mobile store in
the Bronx, says after snapping a selfie with
Legere. “He seems like he actually cares.”

LEGERE CERTAINLY CARES about making a
ruckus. Famously brash and competitive, he’s
best known for castigating his competitors
(he routinely dismisses AT&T and Verizon as

“dumb and dumber”), uttering public profani-
ties, and engaging in the occasional Twitter
war—including with then-candidate Donald
Trump, in 2015, in a spat over tweets in which
Trump criticized mixed-martial-arts star
Ronda Rousey. (After the election, Legere said
he had “got way past” the feud and was op-
timistic about the impagt of a less restrictive
regulatory climate.) Still, thére i method to
Legere’s madness, and it-has helped T-Mobile
become the fastest-growing.and best perform-
ing wireless company during his tenure.

Legere cameon as CEO at the end of 2012,
a low point for the company. T-Mobile, then a
subsidiary of Deutsche Telekom, was shed-
ding customers as it waited to be acquired
by AT&T=only to see regulators block the
$39 billion deal. Legere quickly shored up the
business with savvy moves. T-Mobile got a
deal with Apple to sell the iPhone. It bought
more spectrum rights to improve its network.
And in 2013 it went public, so its stock could
be used for dealmaking. (Deutsche Telekom

o

MAGENTAMORALE
Conferenceroom
decor [above] and

“spiritwear” [top

right) incompany
colors at T-Maobile
headquarters.
Legere gives away
personalized
sneakers [bottom
right] atdozens of
employeerallies
eachyear.

remains the majority owner.)

Just as key to T-Mobiles success was its de-
cision to make an enemy of its own industry,
launching a messaging war in which Legere’s
f-bomb-throwing was central to the assault.
(Its opponents’ flacks used to respond with in-
dignation; now they rarely take the bait.) The
strategy: Get rid of typical plans and prices.
Embrace customer desires and eliminate their
pain points. That meant no more two-year
contracts, no more roaming fees, no more
incomprehensible charges at the bottom of
every bill. Most significantly, T-Mobile was far
ahead of AT&T and Verizon in 2016 in scrap-
ping monthly data limits and the annoying

yy-
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overage charges they generated—forcing its
bigger rivals to follow suit.

The numbers show how well it all worked:
Boosted by its 2013 acquisition of MetroPCS, T-
Mobile’s subseriber-base has grown faster than
any other carrier’; to 73 million. Since going
public as part of that deal, its stock has soared,
trouncing its rivals. Perhaps most important,
its custemers are loyal: According to a recent
survey by Business Insider’s BI Intelligence,
almost one-quarter of T-Mobiles customers say
thewwould never switch to a competitor for any
reason, vs. 16% of AT&T’s customers, 15% at
Verizon, and just 7% at Sprint.

T-Mobile has grown in wireless at a time

THROUGH DEC. 2017

156.7 M
150 millian ?

ATET

4

¢ verzon 153"

| T-MOBILE 72.6M

| fer *
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SOURCE: BLDOMBERG

o

NO.3WITH
ATTITUDE
Inrecentyears,
T-Mobile added
subscribersat
afasterrate
than any major
competitor.

when rivals have seemed to be looking beyond
it. AT&T has been pursuing video custormers,
by buying satellite service DirecI'V and agree-
ing to acquire Time Warner (though thatdeal
has been held up by antitrust ceps). Verizon is
trying to shed costs, selling off major parts of
its Fios network. Sprint, meanwhile, is strug-
gling under a massive debt load; it slashed
spending on network improvements last year.

In contrast, T-Mobile has stayed relent-
lessly phone-consumer-focused. And to make
the effort pay off, top brass interact constantly
with their frontline colleagues. “Legere
spends a'lot of time with the T-Mobile work-
foree, building morale and listening,” says
Walt Piecyk, an analyst at BTIG Research
who has followed T-Mobile throughout Lege-
re’s tenure. “There are two types of people in
this company: those who serve customers and
those who serve those who serve customers,”
adds Jon Freier, the executive vice president
who oversees the company’s retail chain. “I'm
in the second bucket.”

* ON A RARE RAIN-FREE DAY in January, as sun-
light pours into his 10th-floor corner office
in the Seattle suburb of Bellevue, Legere is
playing peacemaker.

His relatively small workspace is crammed
and crowded. He's got his NHRA auto-racing
suit, in T-Mobile magenta; a cardboard cutout
of Carly Foulkes, the ex-pitchwoman colloqui-
ally known as the “T-Mobile girl”; pictures
of his two daughters; and cookbooks for his
slow-cooking show, a surprise Facebook hit.

The current distraction, however, is a battle
between a voice-activated Furby Chewbacca
doll that has gotten stuck in a feedback loop
with another voice-activated toy, a “Corporate

[ Yes Man” doll. Every squawk and squeak from

the Furby sets off the Yes Man (“Oh, yeah, I'm
behind you all the way,” “Couldn’t agree with
you more completely”), which gets the Furby
talking again, triggering Yes Man, and so on.
“This is so typical,” says Legere, trying unsuc-
cessfully to shut off the doll debate.
Brashness wasn't always typical for Legere.

43
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He built his career in various executive posts
over 18 years at AT&T, and then at computer-
maker Dell, where he ran sales in Asia and
Europe. “He was always reasonably buttoned
down,” says Rae Sedel, an executive recruiter
at Russell Reynolds who has known him for
more than 20 years. “I think he made a dra-
matic change.” Legere says some inspiration
for his current approach came from his expe-
rience working for Michael Dell. He saw the
PC mogul wading into crowds of sharehold-
ers and signing autographs at the company’s
annual meeting, noting how a larger-than-life
CEO could inspire loyalty and garner loads
of free publicity. “I learned a ton,” says Legere.
“He loved his customers, because he loved the
subject matter and he loved everything about
what they were doing.” Dell is happy to return
the compliment. “You could see John had
huge potential and a big future ahead,” the
company founder says in an email to Fortune.
Legere’s first CEO stints, at the Asian unit
of telecom-services company Global Cross-
ing and then at the parent company, were
anything but fun. As the Internet and telecont
bubbles burst, Global Crossing careened into
bankruptey, and Legere laid off thousands
of employees. The company’s Asian unit also
paid to settle two sexual diserimination com-
plaints during Legere’s tenure, after female
employees alleged that Legere made belit-
tling remarks and behaved aggressively in the

TOTAL RETURN TO SHAREHOLDERS
100%

| 2014 | 2015 - 2018

VERIZON— ——

SPRINT——

2017 ‘18

U6
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WIRELESS CARRIERS,
MEDIA MOGULS

ASGROWTH SLOWS IN THE U.S. WIRELESS MARKET, THE “BIG FOUR" CARRIERS
ARETURNING TO STREAMING-MEDIA CONTENTTO HELP THEM CARTURE
SUBSCRIBERS. HERE'S WHAT THEY'RE UP TO.

Most of T-Mobile’s unlimited wireless customers get a free
standard account at Netflix; which allows HD-quality viewing
on two screens at a time and nermally costs $11 a month. Later
this year T-Mobhile plansto offer its own package of TV channels
and other contentusing technology it acquired in December.

Sprintunlimited customers get free access to Hulu’s basic
plan, which has some commercials and otherwise costs $8a
month. The companies have said they plan to offer an upgrade
option to Hulu’s Live TV service [normally $40 a month). And
Sprint also offers a free six-month trial to music service
Tidal’s premium plan.

" Antitrust concerns are holding up its acquisition of Time War-
ner, but ATET has partnered with the entertainment giant to
offer free HBO to many subscribers. Unlimited customers also
geta $25 credit for ATET's Internet cable TV service DirecTV
Now, reducing the starting price to just $10 a month.

Verizon hasn’t paired up with any major subscription video
services yet. Butit does offer its own shortvideo service,
G090, and access to some professional football and basket-
ball games viaits Yahoo Sports unit.

]
=
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company’s offices. (Legere did not comment
on the settlements at the time; T-Mobile de-
clined to comment for this story.) Managing
the company’s decline took years, and Legere
stayed on until he engineered its sale in 2011.
At T-Mobile he got to start over, at one of
the biggest brands in a fast-growing indus-
try—one with a major image problem among
consumers. His first move as CEO was to
draft a manifesto which began, “We're not like
the other carriers... we are unapologetically
the un-carrier;,” and included lines like, “We
will give customers new phones right now

FEB. 5, 2018
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instead of later.” Early on, Legere had a line
installed in his office te listen in on customer
service conversations, which he would do for
hours, often lateiintothe night. Most of his
“un-carrier” ideas; like getting rid of contracts
or dumping fees, came from listening to cus-
tomers talk with staffers. “My entire strategy
that I coined early on,” he says, “was listen to
employees, listen to customers, shut the fuck
up, and do what they tell you.”
T-Mobile is doubling down on “do what
they tell you” under an effort called “Team of
Experts,” which has given call-center employ-

o

THE GEAR GUY
Chieftechnol-
ogy officer
Neville Ray

is helping T-
Mobilegetready
tocompetein
56 wireless—
andcableTV.

ees unprecedented authority. Under the plan,
which launched last year, T-Mobile divided

its customers into blocks of about 120,000,
who are each assigned to a specific group of a
few dozen employees at a specific call center.
When customers call for support, they are
routed to their assigned team; instead of being
assigned to a random rep-at the least busy cen-
ter in the country, as isitypical in the industry.
There’s no transferring of calls elsewhere in

a frustrating ducking of accountability. Reps
are held respousible for the outcomes of their
customer'group, measured by metrics such as
how frequently customers defect to another
carrier or how often they call support, and
reps and their managers are empowered to
hand out service credits or alter bills.

“People in the industry told us we were crazy
to do non-randomized routing,” says Callie
Field, T-Mobil€’s executive vice president in
charge of customer care. But T-Mobile’s cost
to serve customers has dropped by 9% overall
since it was implemented, while customer
satisfaction scores increased by 20 percent-
age points, Field says. Legere says that the
customer-care team’s new responsibilities give
them even more data they can use to assess
how promotions are going or whether custom-
ers understand new plans. “These people talk
to 20 customers a day; that’s your gold mine.”

Legere likes nothing more than to travel
around the country and visit that gold mine,

| atthe stores and call centers where most of

the company’s 51,000 U.S. employees work.
In 2016 he hit all 17 call centers, and these
weren't pleasure trips to hot destinations—the
centers are in places like Meridian, Idaho, and
Oakland, Maine. (Last year, amid the knotty
negotiations with Sprint, he got to only two,
something he’s rectifying this year.) On each
visit, Legere holds an almost campaign-like
rally, talking up new products and promotions
or recent financial results and taking ques-
tions. While he’s at it, he gives away T-Mobile
gear, signs autographs, and poses for selfies.
He'’s also giving away money, his own
money. (Legere made $20 million in 2016

4?7
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and $24 million the year before, according

to T-Mobile’s latest annual proxy filing.) He
recently told workers in Meridian that if they
beat all the other centers on three key per-
formance metrics, he’d personally give them
$40,000 to throw a party. When they ranked
first on two and just barely came in second on
the third, Legere made good anyway, stopping
at a local bank branch to load up on $40,000
in small bills before visiting in January.

At an event in Nashville in early February
for retail-store employees, Legere made a sur-
prise appearance. “He walked in the door, and
you would have thought it was Snoop Dogg,”
says attendee Lindsay Carter, a store manager
from Atlanta who was recently promoted to
a regional sales job. In a Q&A session, Carter
had a big question for the CEO. You com-
pletely dominated this industry in five years,
she asked; in your next five years, are you go-
ing to run for President? “Uh, no,” Carter says
he replied, as he handed her a $100 bill.

Support for the frontline staff goes far
beyond the freebies. All employees get tuition
assistance and paid time off. T-Mobile started
offering spousal benefits and insurance cover-
age for gay couples even when it wasn’t legally
required to, and it enforces a nondiscrimina-
tion policy that protects LGBTQ employees.
The company was the lead sponsorifor last
June’s NYC Pride, one of the largest LGBTQ
events in the country. “It'snot about trying to
sell phones,” says Chris Frederick, managing
director at NYC Pride, of T-Mobile. “It’s creat-
ing an inclusive culture year-round.”

All the attention breedsloyalty. Callie Field
says annual turnover at T-Mobile’s call cen-
ters is just 23%;compared with 43% for the
industry overall. Most call centers motivate
employees through fear, punishing them for
nothitting targets or spending too long on
the phone, says Daniel Cable, a professor at
Fondon Business School who has studied the
industry. In contrast, T-Mobile’s approach of

“making people feel valued and more than a
number is important,” he says.

Some of T-Mobile’s tactics, like Legere's vis-

A FEW CHOICE
WORDS:
JOHN LEGERE
ON T-MOBILE'S
COMPETITORS

++

“Anybody here from
New York? Any of you
use ATGT? Any of you
who use them, are you
happy? Of course not.
Their network’s crap.”

—From Legere’s inaugural
appearance at the
Consumer Electronics
Show, 1/9/13

+

“We are either going to
take over this whole
industry, or these
bastards are going to
change, and the whole
industry is going to
shift ... Ican't wait .

to watch the’peckers
scream and cry.”
—AtCES, 1/8/14

o

“0o you think they're
shitting themselves
that the same group
that was unafraid of
AT&T and Verizon is
now coming after the

cable players?”

—Announcing T-Mobile’s
foray into mobile
video, after its Layer 3
acguisition, 12/13/17

its, run the risk of “seeming like a ‘one-off’ to
employees without changing how the work it-
self makes them feel day-to-day,” Cable warns.
And in other hands, Legere’s handouts ef cash
and gear could come across as plutecratic
condescension. But Legere can carry it off, his
fans say, in part because he identifies closely
with the blue- and pink=collar customer ser-
vice grunts. He grew up in the working-class
city of Fitchburg, in.central Massachusetts,
the middle son of five kids. He attended a
local-Catholie high school and a big public
college, the University of Massachusetts. “He
didn’t grow up on the right side of the tracks,”
says Sedel, the corporate recruiter. “He’s a
selfsmade man. To get that kind of loyalty, you
have to give in kind.”

Of course, loyalty comes with accountabil-
ity. Jon Freier, the head of retail, has copied
Legere’s open Q&A format, giving out his own
cell number so staffers can text him ques-
tions and concerns. But every store employee
knows they have to be on their toes, because
direct feedback from customers can reach the
highest levels like never before. “If that per-
son is walking out of the store not taken care
of, John Legere is just a few keystrokes away,”
Freier says. “You can take care of it, the store
manager can take care of it, the district man-
ager can take care of it, or John can take care
of it.” (The implication, of course, is that you
don’t want John, or Jon, to take care of it.)

Social media is central to Legere’s strategy
of radical responsiveness. An avid, almost
addictive tweeter, Legere has over 5 million
followers on Twitter. There he posts jibes at
competitors at all hours. (“Still not as scary as
a @verizon bill” he wrote recently, linking to
an article about the discovery of spiders with
stinging tails.) But he also fields complaints
in one of the world’s most visible forums.
T-Mobile now deploys a social media team
of about 300 people (up from 23 four years
ago) called the T-Force to address whatever
issue is upsetting a customer. As jokey as his
persona may be, Legere says, his Twitter work
is “very serious business.”

4B
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+ BACK IN NOVEMBER, after the Sprint deal failed,
the mood among T-Mobile’s top ranks was
downbeat. The deal could have generated
cost savings of $30 billion for the combined
company. But Sprint’s majority owner, Japan's
SoftBank, wanted to retain considerable con-
trol in the combined entity, and the two sides
couldn’t agree how to value Sprint’s stock.
Two days after his last negotiating trip to
Tokyo, Legere gathered a half-dozen top lieu-
tenants at Canlis, a high-end Seattle restau-
rant with commanding views of the Cascade
Mountains. Over multiple bottles of wine, he
reminded the execs that the code names for
Sprint and T-Mobile during the talks had |
been “Spain” and “Thailand™—and offered to
buy any of them either an all-expenses-paid
vacation for two, to either country, ora pair of
Segway scooters or Vespas. (So far one execu-
tive has chosen Thailand, and two picked
Spain. “No takers on the Vespas vet,” Legere
says wistfully.) With their attitudes adjusted,
the execs went looking fortheir next big move.
The success of that move may depend
heavily on help{rom the executive in the of-
fice next to\Legére’s. Chief technology officer
Neville-Ray oversees the team that builds and
maintains T-Mobile’s network infrastructure,
with a diverse staff that ranges from double-
Ph.D.s in radio engineering to real estate
experts to field technicians. Without naming
names, Legere says T-Mobile is prepared
to acquire some of the smaller U.S. carriers
that are still independent. Integrating a new

EXECSONCALL
Callie Field (hat-
less, center], head
of customer care,
poses for aselfie
with staffatacall
centerin Meridian;
Idaho. “Thereare
two types of peo-
ple” atT-Mohile,
saysanother exec.
“Those who serve
customers, and
those who serve
those who serve
customers.”
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carrier would play to the strengths of the
technical team, which won plaudits for.its
rapid assimilation of the MetroPCS network.
Ray calls his crew “this bunch of crazies that
really love this stuff.”

Ray’s engineers have also built bandwidth
to enable T-Mobile to compete-in ultrafast 5G
wireless service, which is'due to become the
industry standard by2020: That in turn could
help the company take on an industry even
less popular with consumers than the wireless
industry was: ¢able TV. In December, T-
Mobile announeed the purchase, for $325 mil-
lion, of Denver-based Layer 3, a startup whose
content agreements and technology will
enable T-Mobile to deliver cable channels and
other programming over the Internet—to liv-
ing rooms, or to subscribers’ phones.

The foray into video comes as growth in
wireless is slowing: On that February earnings
day, even as it boasted record profits, T-Mobile
startled investors with low forecasts for new-
subscriber acquisition. Meanwhile, a huge
amount of video consumption has shifted from
TV to the mobile phone (over 70% of video is
now viewed on mobile devices, according to
research firm eMarketer), and Legere be-
lieves that puts some of the pay-TV industry’s
$100 billion of annual revenue in play.

T-Mobile hasn’t said much about its offer-
ing, which is due out later this year. Media
watchers note that the company is diving into
a crowded field, facing deep-pocketed rivals
like Google’s YouTube TV, Sony’s PlayStation
Vue, and AT&T’s DirecTV Now. “We are skep-
tical that yet another entrant in a declining
video market can capture significant market
share,” says longtime telecom analyst Craig
Moftett of MoffettNathanson Research.

Still, it’s hard to count T-Mobile out: The
cash flow from its wireless business, paired
with Legere’s knack for us-against-them mar-
keting, could be a winner again. “It may not
be the Comecast killer in the beginning, but it
will be for people that love TV but hate cable,”
Legere says of the offering. “Everyone gets
their wake-up call.” @
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IN A PLACE WHERE FANTASY
REIGNS, THE GAMING AND
ENTERTAINMENT GIANT AT-
TRACTS TOP TALENT BY OFFER-
ING THE CHANCE T0 ACQUIRE
REAL-WORLD SKILLS AND THE
FREEDOMTO CRAFT THEIR OWN

CAREERS. By ANDREW NUSCA

THE VISION WILL COME T0 YOU when you least
expect it. It will strike you a moment some-
where between accepting your fifth meeting
request of the day and gulping down your
third overly acidic cup of corporate coffee. You
will see before you the outline of a gleaming
village by the ocean, tucked into the base of a
verdant mountain range. Step toward it. Reach
out. Leave behind your familiar fluorescent
light, beige walls, and patchwork gray carpet
and venture instead to this beautiful place—its
cornflower sky, its swaying palm trees, its

A PHOTOGRAPH BY MICHAEL LEWIS
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amber sun that reflects.off the water on the
horizon. It ishere; reader, in this land of magic
and wonder, where villains are vanquished,
heroes are niade, and legends are born. Indeed,
it is here; in this place called Irvine, where you
might-aspireto something more.

For this is the sovereign kingdom known
as Blizzard Entertainment, part of the great
California empire known as Activision Bliz-
zard, where beyond the slow-moving security
gates is a world most corporate denizens can
only dream of.

o

The Loremasters of
Blizzard Entertain-
mentgoofoffin
their Irvine, Calif.,
lair. Fromleft: Sean
Copeland, Christi
Kugler, and Justin
Parker.

THE 100 BEST COMPANIES TO WORK FOR

Step inside the campus, walk along the
concrete path from the entrance, and you-will
quickly confront an ax-wielding, wolf-riding
Orc, its grimace frozen by the fury of an end-
less battle. Step through a door only to stare up
at a faceless archangel known asTyrael, hover-
ing 14 feet in the air with sword in hand to pro-
tect humanity from the forces of Hell. Beyond
this seraph, past the Sanctuary and the Zen
Den and down a long and dark corridor, is the
Library. It is here; behind portals of iron and
wood and among rows and rows of books and
games, where yowwill meet the Loremasters—
the men and women tasked with protecting
and passing on the stories of this kingdom for
anew generation. They await you with hands
clasped, seated around a large wooden table.

“Loremaster” is a real job at this $54 billion
company. And theirs is not an easy task. Activi-
sion is growing rapidly—annual sales climbed
6% to $7 billion this year, and it now lays claim
to 385 million monthly active users—and with
every new venture comes the risk of repeat-
ing the tales of its lucrative franchises incor-
rectly. Once only an empire of video games,
Activision Blizzard has come to encompass
books, films, toys, and e-sports. In addition
to its namesake divisions, A-B, as employees
sometimes call it, in 2015 further expanded
its borders to the far-off land of London to
include the aptly named King, manufacturer
of mobile adventures such as Candy Crush.
The Loremasters’ duty is to, amid all this
activity, ensure that the legends of Blizzard’s
Warcraft, StarCraft, and Diablo—never mind
others elsewhere in the empire—accurately
live on. That burden falls on the shoulders of
Sean Copeland, Justin Parker, and apprentice
Christi Kugler—*world-class dungeon masters
that can empower the other dungeon masters
across the company so they can execute on
their awesomeness,” as Copeland describes it,
paraphrasing his predecessor.

“There’s a saying about jazz musicians that
every scar on their face tells a story,” says Rob-
ert Simpson, a Blizzard lead editor who regu-
larly works with the Loremasters. Every detail
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has a story connected to it, and “every mistake
and inconsistency makes you believe it less”

The long tenures of the Loremasters—Parker,
19 years; Copeland, 11 years; Kugler, three
vears—are telling, though far from unusual.
Everywhere you turn at Blizzard there are
ceremonial steins, swords, shields, rings, and
the occasional helm (a battle mask of sorts)
to commemorate individual years of service.
Similar objects decorate the halls at Activision.

The people of the realm are quick to tell you
that they are happy here. The perpetual sun
and the palms help, no doubt. And the ubig-
uitous presence of their great warriors—the
towering statues of game characters that stand
at the entrance to many campus buildings—is
most welcome. But it’s the daily freedom it
affords that keeps most people from uproot-
ing and finding work elsewhere. Passion is
rewarded, creative discourse is encouraged,
and excellence is paramount. “Honestly, one
of the things I'm most proud of about Blizzard
culture is that disagreeing is okay,” says Mike
Morhaime, who co-established the Activision
kingdom in 1991. “A really good culture actu-
ally encourages healthy debate.” Nate Nanzer,
the commissioner of the Overwatch League, a
professional e-sports association, agrees. “You
are here because you're great, and you're ex-
pected to do great things and be an active voice
in what we're building;” he proclaims.

Though Nanzer has been with Blizzard
for only 314 years, his path—first.joining its
research and consumerinsights group before
diving headlong inte e-sports—is common in
the greater Activision Blizzard empire. Many
people come 16 this place because they know
their versatility will be rewarded. Brandy Stiles
joined 11 years ago as a quality assurance ana-
lyst with a eollege degree in theater and an af-
finity forWorld of Wareraft; today she co-leads
the rigging and character simulation teams for
its animation group. “We've got a lot of people
here who started in entry-level positions, made
connections within the company, learned peer
to peer and practice to practice, and switched
between titles to find their spot,” she says.

WHAT'S IT
LIKE TO WORK
AT AVIDED
GAME POWER-
HOUSE?

&+

HERE, AFEW OF THE
PERKS, CLASSES, AND
PROGRAMS OFFERED AT
ACTIVISION BLIZZARD.
BURNISHYOUR SHIELD
ANDOBRUSHUP DN YOUR
SWORDPLAY:

BUIZZARD ACADEMY
Lessonsin everything
from sculpting and
modeling to sketching
and screenwriting

SERVIBEAWARDS
Swords, shields,
and bronzed game
controllers to com-
memorate tenure at
the company

ABODOTCAMP FOR BATTLE
Trainingin Aikido and
swordsmanship
BAMING ZONE
Anarea for Activision
employees to play
gameson breaks
or off-hours. It
also plays host to
monthly employee
tournaments

A Shark Tank-style
contesttosolve
real-world business
problems
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Sam Didier, a legendary art director with
a dark mop of heavy-metal hair who joined
Blizzard in 1991, concurs. The merits of talent
management and individual development are
manifest. “All of the producers on our team
came from customer service or billing or QA
or any other department,” he says. (Besides, he
adds, battle fatigue is real. It can be helpful to
embark on a new mission from time to time.)
This approach rings true 50 miles tiorth at
Activision as well as 5,400 miles eastat King.

“We're able to balance the benefits, feeling,
and fun of being on a smaller team withithe
benefits of the broader network of talent and
knowledge and technology in the company,”
says Dave Stohl, leader of Activision’s Infinity
Ward studio, known for its Call of Duty series.
Riccardo Zacconi, the reigning monarch at
King, puts it more simplyin a phone call from
London: “When the learning curve goes flat,
you have to learn again.”

Even if thatineludes lessons in swordsman-
ship, sculpture, screenwriting, cooking, weight
lifting;or leadership, as it does in Irvine. “I
take a elass once a week no matter what—ei-
ther learning more art or a language or some-
thing,” says Jessica Johnson, a platinum-haired
character modeler on the animation team.

“You're scheduling time to practice a discipline
that ultimately leads back into your work.”

The sun is getting low in the sky now; its
rays tinged in terra-cotta. It is nearly time for
you to return to the real world and the parade
of meetings that awaits. You must therefore
speak with the emperor of this fantastic realm,
Bobby Kotick, the king of kings who has
presided over these lands for 27 years. He has
watched the empire grow from near-ruin into
a great power; surely he knows what attracts
people to it after all these years.

Through another door and down a long
corridor, the emperor awaits. You find him
seated on a soft throne with a panoramic
view of palms visible over his shoulders. You
ask him why the people are so happy. You ask
him how, as one citizen called Andy Simonds
earlier described, it remains a place where
people believe they can “work on cool stuff that
other people care about.” You ask him how he
fosters an environment where, as another citi-
zen named Julie Farbaniec explained, people

“don’t have to ‘suit up’” to coexist. The corners
of his mouth turn upward into a slight grin.

“Our purpose is to make every day more fun,”
Kotick replies with a glint in his eye. “If you
can’t be a great place to work when your mis-
sion is that, who can?” @
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With little fanfare, the
federal government has
seized substantial piles
of cryJ:tocurrency from
drug dealers and other
criminals—Iloot that’s
now potentially worth
billions of dollars. The way
it’s handling that digital
hoard is raising some
big questions.

WINDFALL

by JEFF JOHN ROBERTS
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UNCLE SAM’S SECRET BITCOIN WINDFALL

WHEN ALEXANDRE CAZES hanged himself in a Thai jail cell in July,
the 25-year-old left behind the trappings of a big-league drug
dealer: villas, Lamborghinis, a Porsche, bank accounts in Liech=
tenstein and Switzerland. But Cazes, who authorities allege oper-
ated AlphaBay, the world’s largest black-market website for drugs
and weapons, also left something else: Internet “wallets” helding
millions of dollars’ worth of Bitcoin and other virtiral currencies.

Cazes’s digital loot is now property of the U.S{ Justice Depart-
ment, which seized it during a global sting operation. The agency
plans to sell it, and given that Bitcoin’s value has soared more than
fivefold since then, it could reap a huge windfall. But if you want
to find out who's holding those coins, orwhen they’re being sold,
you'll need extensive cybersleuthing skills—and a lot of free time.

These digital seizures and sales, unheard-of five years ago,
are fast becoming routine. Bitcoin’s enduring popularity among
online wrongdoers, and its growing presence in criminal
busts, has turned Unicle Sam into a major player in cryptocur-
rency markets. While exact figures are impossible to pin down,
documentary evidence and interviews with current and former
defense attorneys and prosecutors suggest that at least $1 billion
worth ofidigital coins, and possibly much more, has spent time
in the eustody of U.S. law enforcement.

But onee in government hands, this digital hoard disappears
behinda cloak of secrecy. The anonymity that makes Bitcoin a
darling of libertarians—along with opaque property-seizure laws
hated by those same libertarians—makes it virtually impossible
for the public to follow the digital money. And as federal agencies
have been drawn into an ever-growing role in the cryptocurrency
boom, their efforts to guard their digital gold have led to surprises,
stumbles, and sometimes sin.

ab
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HE U.S. MARSHALS SERVICE is
the oldest law-enforcement
agency in the country, count-
ing gunslingers like Wyatt
Earp and Wild Bill Hickok
among its alumni. More re-
cently, TV and movies have familiarized many
Americans with its role transporting prisoners
and tracking dangerous fugitives. Far fewer
people know the marshals sell Bitcein.

A decades-old law gives the Marshals
Service, which is part of the Department of
Justice, primary responsibility for disposing of
items seized by other federal law-enforcement
agencies. That’s why you can visit'the marshals’
website and ogle boats, cars,planes, wrist-
watches, and other ill-gotten gains snatched
by the FBI and other agencies, all available at
public auction. The seizure process, known
as forfeiture (see sidebar on page 58), became
more commonplace and controversial in the
19805 after Congress made it easier for federal
officialsto sell assets tied to drug crimes.

At the time, no one knew these assets would
semeday-include money mined on comput-
erss/That changed earlier this decade during
an epic investigation into Silk Road—a global
eBay for illegal drugs. A young Texan known
as Dread Pirate Roberts (real name: Ross
Ulbricht) built Silk Road on three then-new
technologies: cheap cloud data storage; the
Tor browser, which let people roam dark parts
of the Internet undetected; and Bitcoin, which
let them pay each other in a secure, semi-
anonymous manner, without involving banks.

By 2013, as the feds closed in on Silk Road,
criminals had become savvy about Biteoin, but
law enforcement lagged behind. “There was
no expertise. It was too new,” says a prosecutor
involved in the case. Like most sophisticated
Bitcoin users at the time (and most criminals
today) the Dread Pirate didn’t rely on a broker
such as Coinbase to hold his digital funds.
Instead, Ulbricht controlled an online wallet
using a private key—a long, complex set of
characters that’s basically impossible to guess.
In private-key cases, the only way law enforce-
ment can quickly obtain the Bitcoin is if the
suspect reveals the key. .

Enterprising agents figured out ways
to snag suspects’ currency when it wasn't
protected. To get Ulbricht’s Bitcoin, they
snatched his open, unlocked laptop from
under his nose while arresting him in a San
Francisco library. (As for Cazes, he was logged
in to an AlphaBay administrator’s account
when agents rammed a car through the gate
of his Thailand estate.) By the time they




busted the Dread Pirate, the marshals had
got up to speed: They controlled at least two
digital wallets of their own, to hold the Silk
Road currency and receive Bitcoins seized

by other agencies. “This was cutting-edge
stuff,” says Sharon Cohen Levin, a longtime
chief of the asset-forfeiture unit in the U.S.
Attorney’s office for the Southern District of
New York, and now a partner at WilmerHale.
“We'd never done something like this.” Once
they did, however, the marshals fell back on
standard procedure, preparing to handle

the Bitcoin the same way they would a coke
smuggler’s speedboat: by auctioning it off.
That posed challenges because of the sheer
size of the seizure—about 175,000 Bitcoins, or
2% of all the Bitcoin in circulation at the time.
According to a prosecutor familiar with the
case, the marshals opted for a staggered series
of auctions to avoid crashing Bitcoin’s price.

In four auctions between June 2014 and
November 2015, the marshals sold the Silk
Road Bitcoins for an average price of $379.
Bitcoin went on to enjoy a huge run-up; as a
point of comparison, in an unrelated auc-
tion this January, the marshals sold off 3,813
Bitcoins and netted $4.5 million—or about
$11,800 per coin. Sold at those prices, the
Silk Road stash could have reaped $2.1 bil-
lion, enough to cover the Marshals Service's
annual budget; in 2014 and 2015, it netted just
$66 million. Billionaire venture capitalist Tim
Draper, meanwhile, made what might be the
investment of the decade when he snapped
up 30,000 of the Silk Road coins for about
$600 each. Draper, who described the auction
process to Fortune as “smooth,” says he hasn’t
sold a single one, adding, “Why would I trade
the future for the past?”

The marshals couldn’t have anticipated
this, of course. And federal agentsshouldn’t
be expected to time the market when they sell
assets, says Clifford Histed, a formerpros-
ecutor who now practices@at K&L Gates. In
cases Histed worked in which securities were
seized, he says, “we realized the government

“AS LONG AS POLICE
HAVE BEEN SEIZING
CASH, SOME HAVE BEEN
SKIMMING IT. | DON'T
THINK BITCOIN WILL
PROVE ANY DIFFERENT.”
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FOR SALE
Approximately 3,813.0481935 bitcoins

THIS NOTICE DOES NOT CONSTITUTE AN OFFER TO SELL BUT INVITES INTERESTED PARTES<I O
SUBMIT A BID FOR PURCHASE. THE FOLLOWING INFORMATION IS BEING PROVIDEDNWITHOUT
RECOURSE TO THE UNITED STATES OF AMERICA AND THE UNITED STATES MARSHALSSERVICE.
CHECK BACK FREQUENTLY FOR UPDATES

PLEASE READ ALL INSTRUCTIONS CAREFULLY.

FAILURE TO COMPLY WITH ANY OF THE FOLLOWING INSTRUCTIONS WILL RESULT IN
DISQUALIFICATION FROM THIS SEALED BID AUCTION.

This sealed bid auction is for approximately 3,813.0481935 bitcoins (structure details below).
The required deposit to participate in this auction is $200,000.00 USD.

BITCOIN ON THE BLOCK Thelaw gives the Marshals Service primary
responsibility for disposing ofassets seized in federal criminal cases.
Inthe past few years, the agency has held six auctions involving Bitcoin.

doesn’t want to-be in the business of guessing the stock market.”

Still, the Silk Road fire sale exposed the feds to ridicule from

cryptocurrency devotees—and in an era of strained budgets,

the pressure to sell high is great. In mid-December, as prices
neared $20,000, U.S. attorneys rushed to federal court in Utah
for permission to sell 513 Bitcoins they'd seized from a seller of
counterfeit pharmaceuticals. The judge agreed, but the marshals
didn’t make the sale until late January, by which point the price of
Bitcoin had fallen nearly 50% off its high.

Local authorities are dealing with comparable headaches. “We

had a good, old-fashioned kidnapping and robbery where they
put the guy into what he thought was an Uber and then held
him at gunpoint for $1.8 million worth of [digital currency]
Ethereum,” forcing him to give them his private key, says Brenda
Fischer, who leads the eyber unit of the Manhattan District
Attorney’s office. The DA’ office recovered the funds but is now
coping with a conundrum: The robber converted the Ethereum
to Bitcoin, whose price rose significantly after the theft—raising
novel legal questions over who should get the surplus windfall.

ORFEITURE.BOV, a website run by the Justice De-
partment, might seem at first like a godsend for
watchdogs. On a recent Monday, a document on
the home page detailed at least $2 million worth
of digital coin forfeitures involving multiple
agencies. You could learn that the Drug En-

forcement Administration took 140 Bitcoins from a drug dealer
in New Hampshire and 25 more from one in Boston, and that
Customs and Border Protection seized 99 Bitcoins and 99 units

alt)
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of Bitcoin Cash (a separate currency) in Salt Lake City.

But the transparency is fleeting. There are often long lag times
between the date of a seizure and its appearance in a report,

And reports aren’t archived online: Each day, when a newone
appears, the old one goes away. Paper copies exist—but nowhere,
online or on paper, is there a tally of the cryptocurreney in fed-
eral custody at any given time.

“This country is weirdly lacking in central registries,” says Alex
Lakatos, an attorney with Mayer Brown who has advised clients
on forfeiture. Whether it’s the feds or local'authorities doing the
seizing, he adds, “we don’t know how much property has been
seized.” Asked if there‘is any public registry of forfeited property,
a spokesperson for the marshals replies with a flat no. And there
is no law obliging the government to create one. Histed and
others in law enforcement generally defend this opacity; more
transparency, they argué, could tip off criminals about agents’
methods or ongoing investigations.

In theory, any Bitcoin in federal hands can be traced, because
cryptocurreney transactions are inscribed forever on a public
blockchain ledger, But while Justice Department documents
sometimes publicly identify “secure government wallets,” many
criminal eases do not, making it unclear where the Bitcoin went.
Even in cases in which the wallet is identifiable, its contents
appear to a layperson as-endless strings of alphabet-soup charac-
ters—anonymized representations of individual coins, transac-
tions, and users. To be sure, a cottage industry of forensics firms,
including Elliptic and Chainalysis, has sprung up to help clients—
many of them law-enforcement agencies—connect wallets to their
owners. But publie disclosure is not part of their mission.
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‘Ulbrichtinadrug
sting was the first
cryptocurrency
ever sold off by
U.S. Marshals.

This state of affairs makes it extremely dif-
ficult to figure out how much eryptocurrency
the government owns—and it’s not clear, given
the range of agencies grabbing Bitcoin (which
also includes the Secret Service; the Bureau
of Aleohol, Tobacco, and Firearms; and the

WHO GETS THE BITCOINS?

How Forfeiture Works

When agencies like
the FBl and DEA seize
Bitcoin, they rely on
the Marshals Service
to sell the seized coins.
Ifthe caseinvolves a
victim of acrime, the
Justice Department
distributes the funds
asrestitution. The re-
maining money is also
shared with interna-
tional partners and, if
locallaw enforcement
helped in the case, they
canapply forup to
80% of the proceeds.
The Justice Depart-
ment then keepsand
distributes the rest of

the money to federal
law enforcement atits
discretion.

Critics say the for-
feiture process can be
abused. “Itincentivizes
them to seize property,”
says David B. Smith,
chair of the Forfeiture
Committee for the
National Association
of Criminal Defense
Lawyers. One silver
lining: At the federal
level, Smith adds, there
isnodirect connection
between who seizes
the property and who
gets the proceeds, “so
itisless corrupting.”
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Post Office) that the government itself knows.
For advocates of transparency, it’s particularly
galling given that blockchain technology, if
deployed well, could easily make this clear. And
to critics of forfeiture, the Bitcoin black hole

is a digital manifestation of a system that has
been abused for decades. Foes say that sweep-
ing forfeiture powers at the state and local level
create perverse incentives that can lead, in
effect, to cops robbing civilians. “I've spent 23
years in law enforcement and, unfortunately, I
believe as long as police have been seizing cash,
some have been skimming it,” says Histed. “I
don’t think Bitcoin will prove any different.”

Seen in that light, discrepancies and gaps in
the public record take on troubling overtones.
In tracing a sample of Bitcoins from court
records and forfeiture notices, Fortune turned
up several instances of coins whose seizure
was documented but whose sale was not.
Court filings from 2014, for instance, show
the IRS seized 222 Bitcoins from a marijuana
dealer in Texas, but there is no documenta-
tion of its sale. Likewise, there is no auction
record for 50.44 Bitcoins seized by the Secret
Service in 2014 from a couple who ran an
illegal drug and money-changing site under
the name “JumboMonkeyBiscuit.” (Other
cases reflect odd valuations—for instance, the
forfeiture notice for the 99 Bitcoins seized in
Salt Lake—worth around $800,000 in early
February—lists the value of the currency as
$0). Some of these coins could still be tied up
in active cases or in the hands of the agen-
cies that seized them. But since the Marshals
Service doesn’t comment on its internal pro-
cesses, there’s no way to know whether theres
a valid reason why they’re in limbo.

There is no evidence to date of government
agents misusing the forfeiture process to steal
Bitcoin, and former prosecutors, including
Histed, stress that corruption is‘the excep-
tion, not the rule. Nonetheless, the long gaps
between seizure and sale only amplify the sus-
picions of defense lawyers and civil libertar-
ians. And sources across the spectrum agree
that the combination of opaque oversight and
easy-to-move/digital currencies creates a pow-
erful temptation to'go astray. Indeed, the first
major federal Bitcoin bust proved as much.

AROD KDOPMAN is the director
of Cyber Crime in the Crimi-
nal Investigation division

of the IRS. The tax agency’s
crime-fighting wing has
about 2,000 agents—accoun-
tants with a badge and a gun—and counts a
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UNCLE SAM’S SECRET BITCOIN WINDFALL

growing number of eryptocurrency experts in its ranks. “They’re
the cream of the crop,” Koopman says.

But one of the team’s best-known busts is also its most dis-
turbing, because it involved an inside job. During the Silk Road
investigation, two agents—Carl Force of the DEA and Shaun
Bridges of the Secret Service—went on a crime spree that would
make Al Capone blush. Before Dread Pirate Roberts was ar-
rested, they stole Bitcoin from the kingpin and his website.and
tried to extort payment from him. The crooked pair even posed
as hitmen, staging a fake execution of an informer as partof
another scheme to defraud Ulbricht. The IRS sleuths'eventually
snared Force and Bridges; both pleaded guilty in-2015 to charg-
es related to the case. The agents carried out theirscam before
Ulbricht’s assets were seized, so theydidn’t teehnically game
the forfeiture process. Still, the case pointsup the potential for
murky doings when digital currency meets forfeiture law.

The Marshals Service, which is in-the best position to provide
a detailed accounting of seized property, is operating under
something of a cloud itself. In September, after a lengthy inves-
tigation by staffers at the Senate Judiciary Committee, chair-
man Sen. Chuck Grassley (R-Iowa) blasted the service for using
forfeiture funds to pay for perks and luxury items such as “high-
end granite countertops and expensive custom artwork,” much
of it installed,apprepriately enough, at a new Asset Forfeiture
Academy in-Houston. It wasn’t exactly a superheist, but it does
nothingto.assuage forfeiture eritics or Bitcoin adherents, many
of whom embrace the currency precisely because they lack faith
intheintegrity of governments.

Koopman estimates that his IRS squad has helped seize tens or
hundreds of millions of dollars’ worth of virtual currency. That’s
just one agency: Given that nearly a dozen others have forfeiture
power, Koopman’s guess offers a sense of how far the government’s
reach could extend into the digital coin market. And that reach
will only grow as eryptocurrency becomes more commonplace.

Finding illicit currency won't get any less challenging. For
years, bad actors have been “moving to other currencies that
didn’t leave the same digital bread crumbs,” says Jud Welle, a
former cybercrime prosecutor who is now a consultant with Aon.
Many have abandoned Bitcoin for coins like Monero and ZCash,
which offer the same sort of secure payment options but are all
but impossible to trace. And more online black markets now
bake so-called tumblers, which seramble transaction records,
right into their checkout services, says James Smith, the CEO of
forensic firm Elliptic. It adds up to a potentially endless digital
cat-and-mouse game. And if law-enforcement agents ever do go
rogue, the currency they steal will be that much easier to hide.

The digital money, meanwhile, keeps rolling in. Another
recent forfeiture.gov list showed a DEA seizure of six Bitcoins
in New Jersey, along with 27 Bitcoins (worth approximately
$330,000) taken from one Anton Peck by the U.S. Attorney’s
Office in Colorado. And an early February sting against a global
credit card fraud ring reportedly netted the U.S. 100,000 more
Bitcoins. In theory, Unele Sam will be putting all of it up for auc-
tion—someday. @
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FROMWRITER
TORICHES
Ries went
from blogging
about startups
to becoming
one of Silicon
Valley's most
sought-after
consultants—
acareerhe
says he never
anticipated.
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Eric Ries’s “lean startup” thinking
has spawned a consulting and
publishing empire and insgired
countless executives te-become

acolytes. Not bad for a guy who says

BY ADAM LASHINSKY |

he doesn t really e BUSINEES ———— ‘
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ERIC RIES: THE ACCIDENTAL BURU

The irony of Ries’s subsequent exalted
status among entrepreneurs is that none of
his startups amounted to much. INVU, still
privately held with $60 million in profitable
revenue today, is a plodder by Silicon Valley
standards. Ries left in 2008, hung out for
a time at venture firm Kleiner Perkins, and
mostly devoted himself to an increasingly
popular blog about his observations on
starting and scaling companies. The blog
got him going on the book, which led to his
speaking and consulting career. Then big
companies started calling.

EARLY IN The Startup Way, Ries compares
the traits of “an old-fashioned company”
and a “modern company.” The contrasts
are devastating for anyone who works at
the former and wishes their employer were
more like the latter. An old-fashioned com-
pany, in Ries’s estimation, focuses on quar-
terly results, has experts in functionalized
silos, and tracks metrics that make manag-

ers look good. Middle managers, intent on
doing things how they've always been done,

in contrast, is long-term-oriented, utilizes
cross-functional teams, deploys rapid
experiments, and measures the meaningful
impact of business operations. Above all,
modern companies'empower entrepreneur-
ial thinkers as change agents.

Ries’s criticisms amount to an indictment
of most of the eorporate world. Initially,
he flat-out resisted becoming a sage for
big businesses. But he gradually came to
see a contradiction in his own philosophy.
Ries has a standard definition of a startup,
“a’human institution designed to bring
something new under conditions of extreme
uncertainty.” His rinse-and-repeat presenta-
tion on the subject notes that his definition
“doesn’t say anything about size of company,
stage, its age, sector, industry,” and so on.
“It’s fundamentally about uncertainty,” he

hold tremendous sway. A modern company,), |

‘THE STARTUP WAY” AT WORK

STARTUP CONSULTING IS BIG AMONG BIG BUSINESSES.
HERE'S A SELECTION OF THE LARGER ENTERPRISES
ERIC RIES HAS HELPED AS A COACH OR CONSULTANT.
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» Adapting Ries’s “most viablépreduct” concept, Procter & Gamble got
two new lines of feminine-hygiene products [above] to the consumer
market-testing phase.in just one year; it used to take three.

GE

¢ Its FastWorksin-
novation program is
based on Ries’s lean-
startup methodology.
One positive result:
GE’s gas turhine
business shifted its
model from selling
upgrades over time to
committing to future
changes upfront, a
customer-friendly
approach, GE claims
$2 billionin additional
salesin2016asa
result.

INTUIT

»Adevoted lean-
startup practitioner,
the tax-and-ac-
counting software
maker has used its
methods to test dif-
ferentapproaches
to phone support.
Small-user-group
testsalsospedup
Intuit’s development

of a new version of
QuickBooks for self-
employed workers.

CITI VENTURES

*The VC armof the
banking giant uses
growth boards,”
another Ries-ian
construct, to hold
periodic “Deal Day”
meetings where
internal teams can
pitchinvestment
ideas and act on them
quickly, though only

e

for relatively low-risk,

non-needle-moving
opportunities.

NATIONAL
SECURITY
AGENCY

»Generating the
codes that govern the
U.S. nuclear arsenal
used torequire two
NSA stafferstoshare
a “no-lone” room for

hours atatime. The
intelligence agency’s
productincubatorre-
lied on lean-startup
testing to develop
asystem allowing
stafferstodothe

| workfrom separate

locations via secure
smartcard log-ins,
without compromis-
ing safety.

TOYOTA

*The automakeris an
original inspiration to
Ries for its pioneer-
ing embrace of lean
manufacturing
techniques, includ-
ing small batch sizes,
rapid iteration, and
seeking input from
workers. Now Toyota
is using lean-startup
tactics to find new
approachesto
connected-cartech-
nology, an areawhere
itlagsrivals.
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FORTUME.COM [/ MAR.1.18

O COURTESY OF PBG




says. “And therefore anyone who meets this
definition is an entrepreneur,” regardless of
scale. Over time, as more denizens of the
Fortune 500 came to hear him speak—and
called his bluff—his intellectual curiosity got
the better of him, and he accepted the chal-
lenge of working with megacorporations.

Ries reckoned that the trick for big com-
panies was to stop thinking about their size.
They needed to form small groups devoted
to the practice of innovation, and empower
and protect them on a continual basis—as
the core of the “21st-century org chart”
his followers admire. Once formed, these
smaller units could run experiments that
were outside the norm of how their compa-
nies might typically launch products.

One of the most storied companies to
give lean-startup thinking a whirl is Procter
& Gamble. The consumer products Goliath
has an impressive history of innovation—it
has 20 brands with more than $1 billion in
annual sales—but in recent years, growth
had stalled. The company hired Ries in
2016 to speak to its top commercial lead-
ers. He inspired them to get serious about
speedier and leaner product testing, says
Kathy Fish, P&G’s chief research, develop-
ment, and innovation officer. “Because
weTe a big company we had lots of people
involved with innovation,” she says. “Now
we have small, dedicated groups, as small
as three people.” (One unexpected bonus of
lean teams? Fewer meetings.)

While P&G’s lean-startup experiments
will take years to play out, it already has
seen a measurable change in its corporate
mindset. This past fall, forlexample; it began
market-testing new versions of its Always
and Tampax feminine pads.in the U.S. that
featured simpler ingredients. It deployed
a “transactional learning experiment” that
introduced early versiens in 200 Target
stores. P&G hoped the products would be
popular with millennials, and the limited,
speedy test—they got to market in a year
compared with the typical three—confirmed
that customers would pay a premium.

Whereas before P&G would have
conducted attitudinal research and large
market tests, “now we get clear early on
‘leap-of-faith’ assumptions,” says Fish. One
of the three sizes for the pad initially tested

A STOCK
EXCHANGE
FOR THE
LONG HAUL

Eric Riessays
that pressure
frominvestors
for short-term
resultsis keep-
ing innovative
companies from
growing. His
solution: The
Long-Term Stock
Exchange [LTSE].

*THE COMPANY:

LTSE,a 15-person
company of which
Riesis CEO, raised
$19 million from

investorsin 2016.

* THE MISSION:

To build a stock
exchange
whoserulesand
structure encour-
age long-term
investing.

*THE RULES:
Among other
things, companies
thatlistonthe
exchange would
be barred from
issuing quarterly
earnings guidance,
and investorswho
hold their shares
longer would get
moreinfluence,
through “tenured
voting.”

» THE OBSTACLES:
LTSEdoesn’tyet
have approval
from the SEC
tolistortrade
stocks. And some
companies fear
thatbuyinginto
the concept would
decrease their
marketvalue.

‘to “digital” wind farms that help.custom-

poorly with consumers. Traditionally, that
would have stalled the entire test; instead,
P&G moved forward with two sizes.

At Ries’s most prominent test case, Gen-
eral Electric, upwards of 60,000 employees
have been trained in lean-startup methods.
They have worked on hundreds of projects,
from speedily designed aircraft engines

ers determine how best to deploy GE
turbines. The Ries way even has-its own
name at GE, FastWorks, which executives
describe as a corporate way-of life)“The
language of the company has hecome the
FastWorks language,” says Janice Semper,
culture transformationleader at GE. “That
includes customer value, understanding
problems before'we start, and being smart
about ourthinking before we decide on
capital.alloeation.”

ItSpeaks to the impact of Ries’s approach
that FastWorks appears to have stuck at
GE despite the departure of many of its
champions, including Immelt and Beth
Comstock, the vice chair who previously
led GE’s innovation efforts. Of course, GE's
problems may be bigger than being more
innovative. New CEO John Flannery is so
frustrated with anemic growth that he has
floated the idea of breaking up the com-
pany. Ries says he’s “cautiously optimistic”
about GE, and confident the FastWorks
efforts will bear meaningful fruit.

AT THE VERY END of The Lean Startup, Ries
addressed a policy matter that was bugging
him. He could help startups grow, but he
couldn’t do much about the environment
they'd face as public companies in a mar-
ketplace obsessed with short-term finan-
cial goals—a climate that stifles innovation
by discouraging risk-taking. He proposed a
long-term stock exchange, where compa-
nies would agree to focus on the long haul
and investors would be rewarded for hold-
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ERIC RIES: THE ACCIDENTAL BURU

ing on to their shares longer. Its business
model would involve competing for [PO
listings against traditional stock exchanges.

No one acted on Ries’s proposal, so a few
years later, he founded a company, called it
the Long-Term Stock Exchange, and began
the arduous process of getting permission
from the Securities and Exchange Com-
mission to list and trade stocks. In 2016
it raised $19 million from a bevy of VC
firms, including Andreessen Horowitz, and
tech-industry luminaries. It instituted novel
governance rules, like forbidding quarterly
earnings guidance. On the investor side,
LTSE proposed so-called tenured voting,
which gives shareholders who keep their
stakes more voting power. Traders would be
free to dart in and out of stocks, but they'd
have little to no influence over management.

A rational guy, Ries can approach righ-
teous indignation when talking about the
need for LTSE. Fewer companies are going
public, he notes, because it’s easier to stay
private than face the wrath of ruthless activ-
ists and other short-term actors. “I don't
really understand what people’s plan is if
this trend continues,” he says. “We'e going
to wind up with, like, seven public com-
panies that are mega-conglomerates, and
everything else is private. That’s a terrible
policy outcome.”

Translating theory into reality has
proved challenging, however, and despite
the efforts of a 15-person staff, with‘Ries
as CEO, LTSE remains mostly an idea.

Last fall, Ries said LTSE would file with
securities regulators by the'end of the year,
but in December the startup pivoted. It
reached an agreement with TEX, a new
stock exchange whose founders starred

in Michael Lewis’s bestseller Flash Boys,
whereby LTSE-listed stocks will trade on
IEX, which already earned SEC approval.

There's'also'the niggling and widespread
fear that favoring long-term investors will
decrease values of the listed companies.
It's an assertion LTSE disputes: “Were
creating a system that allows companies to
be held to a higher standard,” says Michelle
Greene, an Obama administration Trea-
sury and NYSE veteran who is LTSE's chief
policy officer. “When you really enable
management to manage for the long term,

'ERICIS
TRYINGTO DO
GOODTHINGS,
BUTITWILL BE
ALONGHARD
CLIMB; SAYS
ONEADVISER,
"CHANGE
COMESVERY
SLOWLYTO
REGULATED
MARKETS.

that will enable them to create more value.”

For now, LTSE faces classic chicken-
and-egg dilemmas. It can’t list any
company without SEC approval; but once
it can, any company that chooses it for its
IPO will risk the most important fundrais-
ing event in its history on an unproven
concept. “Before you take a company pub-
lic there’s a lot you don’t know;” says Dick
Costolo, the former CEO of Twitter and
an LTSE investor. Adds LTSE.adviser Lise
Buyer, who runs a firm that helps startups
go public: “Eric is trying to do good things,
but it will be-a long hard climb. Change
comes very slowly to regulated markets.”

Still, Ries is'so committed to the Long-
Term Stock Exchange that it’s now his
full-time job. He generally isn't taking on
new:consulting clients. But he notes that “a
lot.of other entities have taken up the slack.
There’s now a cottage industry of people
who do startup consulting.”

Cottage industry may be an understate-
ment. Corporate hunger for lean-startup
help is so robust that groups with names
like Bionic, Moves the Needle, and
Leanstack—and oodles more that roamed
the halls at the Lean Startup Conference—
are ready to step in where Ries can’t. And
Ries still has his hand in the game. Stephen
Liguori, an ex-GE executive, now runs
an innovation consulting firm that plays
Ries-ian roles for the likes of Dutch bank
ING and Hong Kong’s Jardine Matheson.
Liguori and Ries also have a new side busi-
ness, a membership organization called the
Corporate Entrepreneurship Community,
that brings together innovation executives
from large companies to compare best
practices. Charter members include GE,
MetLife, P&G, Vanguard, ING, and HP.

Ries, who has two small children, says
there isn’t much time left for hobbies. But
he does play piano and guitar, and he has a
new musical passion that indulges his geeky
side. “I taught myself sound editing and
audio engineering,” he says. “I like the pro-
grammable and modeled instrument trend.
They build a mathematical simulation of
the physics of what the instrument would
be, and then generate the sound waves from
that” If he gets good enough, Ries might
even play the Warfield one day. @
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“My mom always used to say,

1M

‘Inspire a generation.

—Gabby Douglas, Olympic champion gymnast
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The companion bookto the extraordinary TIME.com project includes profiles of more than
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To explore the full series, visit TIME.com/Firsts

LISERTY

e ® 2017 Time Inc. Books. TIME is a registered trademark of Time Inc., registered in the U.S. and other countries



@
W
$300 billion §l :
ARl
LASTBYTE , ?
b HOW :
o250 © COMPANIES 1 %F
S PLAN TO USEg:)
REPATRIATED
EARNINGS'
32
g x a,
20 it 25 s
ONE OF THE BIGBEST cat-and-mouse gamesin corporate @) o |
finance is ending. Thanks to the Tax Cuts and Jobs Act, = = W |
signed into law in December, U.S. companies will no - ¢
longer have anincentive to stash profits generated & !
overseas to avoid high taxes athome. The new law 150 ... S ) = [
dropped the U.S. corporate rate from 35% to 21%, put é}(‘) \ ,\ o
minimum levies on low-taxed foreign earnings, and 3 ( \ N\
impaosed a one-time tax of 15.5% on cash parked outside » N '
the U.S.—which BofA Merrill Lynch estimates to be a total N i
of $1.2 trillion for S&P 500 nonfinancials. Inasurvey, 100 .. o < woon o=z :
companies told BofA they were mostlikely touse the i A g % = % g
repatriated cash to pay down debt and buy back stock. * o = =1
—BRIAN 0’KEEFE &2 533
z 2 =£ 8§ 3
5 @ o o =
= < =
- = T e
= 35 7 £
Z, z e QQ (5]
m 2 -9
% . : .
< 3 H
L]
Ty %\f,\
(#) A
: 2
7 9
e =
e e .‘f :
o = £ -\,.
hy : =) [ QY :
I % L&
M4‘?? . s %\93 N é‘? Q‘-\' i QRP@
s o
i o
. . ~-S6P500 i |
LG .9 ; J
Ene COMPANIESWITH oo |
“ 860 THEMOSTCASH = e . o AMBGEN
HELD DVERSEAS SR
VISA =
COMPANY'S TOTAL 8324
CASH PILE
B CASHHELD e GlLgap
{ OUTSIDE SCIENDE
el THE USS. S
?Rp‘ C.ES
ou
RES
@\.\}g * e
<&
o
@
%,
& &
&> e
= (2
& ‘ : _ f«’;b
Q\; = i ')
Q§;\ § . 2 <
=) = @, ﬁ}
s 2

NOTE: CASH NUMBERS [CASH AND |
MARKETABLE SECURITIES] WERE
TAKEN FROM COMPANIES' LATEST
QUARTERLY AND ANNUAL FILINGS

¢ .

-n

o z

=B m
(¥]

=3 =

=g !

68

FORTUNE.COM // MAR.1.18 O SOURCES: BLOOMBERG; BOFA MERRILL LYNCH A GRAPHIC BY NICOLAS RAPP



o

GHILDHOOD POVERTY
GREATES

ADULT POVERTY
GREATES
GHILDHOOD POVERTY
CREATES... g

. &

TODAY’S CHILDHOOD POVERTY MUST NOT BECOME TOMORROW'S.

The cycle continues. Worldwide, millions of children live in extreme poverty. At ChildFund International,
we find this unacceptable. So we do all we can.

In 25 countries, aided by generous sponsorships, we are vigorously fighting poverty and improving the lives
of over 11 million children and their families. Our programs support early childhood development, children’s
health and education. And we help strengthen families’ economic security and self-sufficiency.

We are committed to breaking this harmful cycle.

Learn more at childfund.org
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