Legal Developments
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Orders Issued Under Section 3 of the Bank Holding
Company Act
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Order Approving the Merger of Bank Holding
Companies, Merger of Banks, and Establishment of
Branches

Capital City Bank Group, Inc. (“Capital City'), a flinancial
holding company within the meaning of the Bank Holding
Company Act (“BHC Act”), has requested the Board's
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cies. The time for filing co Stk
and the Bank Merger "Act, reports on the competitive

effects of the mergers were requested from the United
States Attorney General and the appropriate banking agen-
cies. The time for filing comments has expired, and the

Board has considered the applications and all comments
received in light of the factors set forth in section 3 of the
BHC Act, the Bank Merger Act, and the FRA.

Capital City, with total consolidated assets of approxi-
mately $2.4 billion, is the 28th largest insured depository
organization in Florida, controlling deposits of approxi-
mately $1.4011on{foblineteShsdsidatesidasoiblecembsiilated
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end footnote)

The Board has carefully reviewed the competitive
effects of the proposal in these banking markets in light of
all the facts of record, including the number of competitors
that would remain in the markets, the relative shares of
total deposits in depository institutions in each market
("market deposits") controlled by Capital City Bank and
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trol approximately 20 percent of market deposits and local
branch networks as large as Capital City’s.

The Board also has considered that this banking market
has two active community credit unions in Palatka that
offer a wide range of consumer banking products. The First
Coast Commumity Credit Union controls $45.9 million in
deposits in the Palatka banking market, and the Putnam
County Federal Credit Union controls $22.5 million in
deposits in the market. Almost all residents in the Palatka
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post-merger HHI would increase 67 points, to 1,293. Four-
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In the Palatka banking market, the HHI would slightly
exceed DOJ Guidelines on consummation. Capital City
Bank is the fifth largest depository institution in the mar-
ket, controlling approximately $63.8 million in deposits,
which represent approximately 13.5 percent of market
deposits. First National Bank is the sixth largest depository
institution with deposits of approximately $42.7 million,
which represent approximately 9 percent of market depos-
its. On consummation of the merger, Capital City Bank
would become the largest depository institution in the
market, controlling deposits of approximately $106.5 mil-
lion, which represent approximately 22.5 percent of market
deposits. The HHI would increase 242 points, to 1,808.

In reviewing the competitive effects of this proposal, the
Board has considered that several factors appear to miti-
gate the likely effect of the proposal on competition in the
Palatka banking market. The Palatka banking market has
five commercial banking organizations and one thrift orga-
nization that would remain in the market after consumma-
tion. Two commercial bank competitors each would con-

bHnikie dagia e remedd ine buhgtinivenga ctder dhingsn sietelit
ddthialppyperts of examination and other supervisory infor-
Fintiogiatecaied/fanaydtial fefesolinred statel badlipaisapgrvi-
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tibrew ilgdngiath e nfropostibon derd sectioma tofnt i B dAby,
the &ylicavierger Act, and the FRA, the Board has care-
fullyconsidered the financial and managerial resources and
future prospects of the companies and depository institu-
tions involved in the proposal and certain other supervisory
factors. The Board has considered these factors in light of
all the facts of record including, among other things, confi-
dential reports of examination and other supervisory infor-
mation received from the federal and state banking supervi-
sors of the organizations involved, publicly reported and
other financial information, and information provided by
the applicants.
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In evaluating financiall factors in expansion proposals
by banking organizations, the Board reviews the ffinamcial
condition of the organizations involved on both a parent-
only and consolidated basis, as well as the fiimancial condi-
tion of the subsidiary banks and significant non-banking
operations. In this evaluation, the Board considers a variety
of areas, including capital adequacy, asset quality, and
earnings performance. In assessing financiall factors, the
Board consistently has considered capital adequacy to be
especially important. The Board alse evaluates the finan-
cial condition of the combined organization, ineluding its
capital pesition, asset guality, and earnings prespects and
the impaet of the proposed funding of the transactien.

Based on its review of these factors, the Board finds that
Capital City has sufficient fiimancial resources to effect
the proposal. The transaction would be effected through
a combination of cash and an exchange of shares. Capital
City would fund the cash consideration by issuing trust
preferred securities. Capital City and Capital City Bank are
well capitalized and would remain so on consummation of
the proposal.

The Board also has evaluated the managerial resources
of the organizations involved and of the proposed com-
bined organization. The Board has reviewed the examina-
tion records of Capital City, First Alachua, and their sub-
sidiary depository institutions, including assessments of
their management, risk-management systems, and opera-
tions. In addition, the Board has considered its supervisory
experience and that of the other relevant banking supervi-
sory ageneies with the organizations and their records of
complianee with applicable banking law. The Beard alse
has eonsidered Capital City’s plans to integrate First Ala-
chua and First National Bank and the preposed man-
agement, ineluding the risk-raanagement systems, of the
resulting organization:

Based on all the facts of record, the Board has concluded
that the fiimancial and managerial resources and future
prospects of the organizations and the other supervi-
sory factors involved are consistent with approval of the
proposal.

Convenitneee and Needs and Otherr Connsitdarations

In acting on the proposal, the Board also must consider its
effects on the convenience and needs of the communities to
be served and take into account the records of the relevant
insured depository institutions under the Cormmunity Rein-
vestment Act(({CRRA)(footDapeldletky. BaaR0etsdged an
endrdlotadigy Capitadatisfactory” atCity Bapk reegivedRad
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ers with access to a broader array of products and services

in expanded service areas, including access to expanded
branch and automated teller machine networks. Based on
all the facts of record, the Board concludes that the consid-
erations relating to the convenience and needs of the com-
munities to be served and the CRA performance records
of the institutions involved are consistent with approval of
this proposal.

As previously noted, Capital City also has applied under
section 9 of the FRA to establish branches at the locations
listed in the appendix. The Board has assessed the factors
it is required to consider when reviewing an application
under section 9 of the FRA, including section 208.6 of the
Board's Regulation H, which implements section 9(4) of
the FRA, and finds those factors to be consistent with

appiowel[footnote 14 12 U.S.C. § 322; 12 CFR 208.6(b) end footnote)

Concllisiom

Based on the foregoing and all facts of record, the Board
has determined that the applications should be, and hereby
are, approved. In reaching its conclusion, the Board has
considered all the facts of record in light of the factors that
it is required to consider under the BHC Act, the Bank
Merger Act, and the FRA. The Board’s approval is specifi-
cally conditioned on compliance by Capital City with the
conditions imposed in this order, the commitments made to
the Board in conneetion with the applications, and receipt
of all ether regulatery approvals. Fer purpeses of this
action, the conditions and commitiments are deemed to be
conditions impesed in writing by the Beard in eonnection
with its findings and deeisien Herein and, as sueh, May be
enfereed iR proceedings nder applicable 1aw.

The proposed transactions may not be consummated
before the fifteenth calendar day after the effective date of
this order, or later than three months after the effective date
of this order, unless such period is extended for good cause
by the Board or the Federal Reserve Bank of Atlanta,
acting pursuant to delegated authority.

By order of the Board of Governors, effective April 28,
2005.

Voting for this action: Chairman Greenspan, Vice Chairman Fergu-
son, and Governors Gramlich, Bies, Olson, Bernanke, and Kohn.

ROBERT DEV. FRIERSON
Deputyy Secvetaryy of the Board

Appendix

Addresses of Main Office and Branches in Florida to be
Acquired by Capital City

Alaehiua
15000 N.W. 140th Street
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4000 N. Main Street

6360 N.W. 13th Street

4040 N.W. 16th Boulevard
4041 N.W. 37th Place, Suite A

The Board received comments from Washington and
a local resident objecting to the proposal and expressing
concern that the proposal would result in C-B-G control-
ling and potentially harming\W¥akinigpeor(fodine tBAtabiington
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Order Approving the Acquisition of Shares of a Bank
Holding Company

C-B-G, Inc. (“*C-B-G"), a bank holding company within
the meaning of the Bank Holding Company Act (“BHC
Act”), has requested the Board's approval under section 3
of the BHC:Wéiniito acquire up to 24.35 percent of the
voting shares of Washington Bafictep 34 $6agieigenin 0f dhd
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24 9 percent of the voting shares of a bank) end footnote)
——€-B=GHas indicated that it does not propose to control
or exercise a controlling influence over Washington or
Federation Bank. C-B-G has agreed to abide by certain
commitments previously relied on by the Board in deter-
mmmg that an investing bank holding company would not
%L able to exercise a controlling influence over another

%0 tf égl flecpfﬁg ttbo[lﬂmg company for purposes of the BHCAct(footnote7

rg-g- S&T Bancorp; Brookline; FleetBoston Financial Corp.,

ndﬂ Iﬁedem Reserve Bulletin 751, 766 (2000). The commitments are

enihrife&kinandial Repa igelsm ﬂemﬁnf@'XdﬁrgW&d(ﬂEPMWHmthe appendix. Washington also has expressed concern that

tytians dnelide somppe @W@ﬁ%ﬂ%ﬁaﬁg‘éﬁgﬂ%
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154th largest depository organization in lowa, controlllng
$75 million in deposits. If C-B-G were deemed to control
Washington on consummation of the proposal, C-B-G
would become the 43rd largest depository organization in
lowa, controlling approximately $235 million in deposits,
which represents 1percent of state deposits.

avin

¢B-G might in the future seek relief from some of these commit-
ments. Any such request would be evaluated by the Board in light of

all facts and circumstances at that time end footnote)For
example, C-B-G has committed not to exercise or attempt
to exercise a controlling influence over the management or
policies of Washington or any of its subsidiaries; not to
seek or accept representation on the board of directors of
Washington or any of its subsidiaries; and not to have any
director, officer, employee, or agent interlocks with Wash-
ington or any of its subsidiaries. C-B-G also has committed
not to attempt to influence the dividend policies, loan
decisions, or operations of Washington or any of its subsid-
iaries. The Board notes that the BHC Act prohibits C-B-G
from acquiring additional shares of Washington or attempt-
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ing to exercise a controlling influence over Washington
without the Board's prior approval.

The Board has adequate supervisory authority to moni-
tor compliance by C-B-G with its commitments and can
take enforcement action against C-B-G if it violates any of
thecosmmiimraaiséfodine 1B3Seel 214$ KaS1A18(b){iyendiodtiate)
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mdondte tipsoCeBLGgoagainsif CtEsibfdiacisspoe seffiididatar
fadicatmthelts CABsGing iy fofr ijsuspbsichiasiesher Bifidiatgsin

hatedontroiesWashingeoatides putbadestiafr metgbme@@mhmgwst recent, CRA gerf?r ”IJICSB evaluatio
the Board has conSRedtRiUiSaC. @-I84G(a)2)(<) enst fadBam, MuscAfifie fowa 0

Bosadlon hese kensidaeativnsgn toal ahsardagte ofurdbiien Sayings
thelupaedohas, Washusleinakdadh-thenraisbsrat aeefiigere as. 6
st volingrshans the ability to exercise a controBank's m St
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In addition, considerations relating to the convenience
and needs of the commumities to be served, including
the records of performance of the institutions involved

under the Community Reinvestment Act('(CERRA)(footmatel3

t2nsistdiSWith app289hl. C-BiEds subsidiary Hankoteare
eonsistant ‘Withstppcaval. QtBiG,s aulsiBeatyrdibnks Back
received disatisfastemiylingfatingmg,and thederaiion r8sask
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evaluations for CRA performance by theFDIC(footnotel4
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Sﬂmﬁm 3 of the BHC Act prohibits the Board from approv-
ingTae M3 pasd Iptteatiowrlyohres skaiedat hid reopo bp opwioy lnebd
i futyeisn confrahphttentpttcmopopylizel ¢thsehusimepse of
benkbegwizerahyene kvhastatiaaiking Gthiyketarskdviashifgadsny
hrokélyits, the Boardofnprtcaplirevilyy in proposak vhat \Wwanlkd
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hreewr linclndiess thae @osdnfiedsonhet the pamtposalpetdined
hffec tiacofiphd fpraposdl alsardif cateonutweipdid o dheptibe
Honirdatestidy dh®qprhablesefifecointhayproleosalt ivankdelz
ingritbe mod vemie eempedithee dabrshareocomsisityt tovitk
apivesividotiated piapssaC. § 1842(c)(1) end footnote)

The Board previously has stated that one company need
retaeguire—control of another company to lessen competi-
tion between themsubstantially(footnote12TheBoardhasfound

that noncontrolling interests in directly
competing depository institutions may raise serious questions under
the BHC Act and has concluded that the specific facts of each case

racodssithiviashprgtansconfidehiileresbrdsiothetBoaBbaotbscthat
sidevsadavadeligeatentiea sightslofdimarebapdens todsepess gn dewet
quatosponatibréaracngds. |Sed bovwa Oocle 549054682 nnd fionmota)
fadwrsy theaBogrdicansialtefithtdiasinonxjphneid wapiopasids
Quakanking espavizbtyoimapdbeaddodiice MBwiad aliie e firlartid
tenditiancidl thendiganizatiche kvabier:d oy 7 thane ot
oohsiaminaciae| ideledibasiss eapvell poshiofinassialqoatidis
tiod ehithéengubsithapedtspasiotiel nistipuidonstatite sigripinant
nendiankstahepgtatbagsiom this evaluation, the Board con-
sidBessed i ey robiateast ihedudingorspitpl Boagdaghidsagsat
iy, rrdsepioisgs MedfiermanseuldeassesdiRgt fhRapsial
frefers Cths-Goand ensiskendivriapaansiderashagpifial addt
gapRY1iodeE AsesinllY toRIRRL dheBoarchdataydtaes
Hrephisanciehecorsitian afaibac aom pinas onganizaignagn
FOMSARIOM ] Oah dinek dpdsitiefaiial ROYE QR casssl Winlihe
gk IR SsIIRIRS IS rARehdhardmRARh OfrHbie SRS
tuplicowbinetrn aetiru(festaotedeArpreyioushiofid erred

securities. the current proposal provides that C-B-G

will determine whether the minority investment in a company Wewtd acquire only up to 24.35 percent of Washington. Under these
be anticompetitive. See, e.g., BOK Financial Corp., 81 Fedgitflumstances;-the-financial statements of C-B-G and Washington
Reserve Bulletin 1052, 1053-54 (1995); Mansura Bancshara&/aubd not be consolidated for purposes of Federal Reserve reporting

79FederalReserveBulletin37,38(1993)endfootnote)C-B-G and

Washington,
however, do not compete directly in any relevant bank-
ing market. Based on all the facts of record, the Board
has concluded that consummation of the proposal would
have no significant adverse effect on competition or on the
concentration of banking resources in any relevant banking
market and that competitive factors are consistent with
approval of the proposal.

requirements end footnote)

Based on its review of these factors, the Board finds that
C-B-G has sufficient financial resources to effect the pro-
posal. C-B-G and its subsidiary banks currently are well
capitalized and would remain so on consummation of this
proposal. The proposed transaction is structured as a cash
transaction, and the consideration to be received by the
Washington shareholders who are selling their shares to
C-B-G would be funded from issuance of trust preferred
securities.
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The Board also has considered the managerial resources
of the organizations involved. The Board has reviewed
the examination records of C-B-G, Washington, and their
subsidiary depository institutions, including assessments of
their managemeni, risk-management systems, and opeta-
tions. In addition, the Board has considered its supervisory
experiences and those of the other relevant banking agen-
cles with the organizations and their records of compliance
with applicable banking laws. C-B-G, Washington, and
their subsidiary depesitory institutions are considered well
fRanaged.

Based on all the facts of record, the Board concludes that
considerations relating to the fimmancial and managerial
resources and future prospects of the organizations
involved in the proposal are consistent with approval, as
are the other supervisory factors the Board must consider
under the BHC Act.

Otitenr Conssifderations

Washington has asserted that the proposal would violate an
Iowa statute that requires a bank holding company making
an offer to purchase, directly or indirectly, shares of an
Iowa-chartered bank to extend the same offer to all share-
holders of theibidnikiilkifia bank is wholly owned by a bank
holding company, as in thi@rdads, Wiabhigwme o asbeik
tteddimghec ofifipamyu sab inrthide aasel Mites kingteolakgest tias
pesaiellifer souspheynadB -0, akttiivh shacehaldetseob g
paresinkobting lesiapanyt CVaskinytoich msdegroatfed ahkby
theshine statetolilers it Wgshingtene pasptaspanstethshat
1herdquizistaRHaré9est AObaRplvoldithe uaRRsa, herdusst
BaaRguinMgtrnaies atiditenkl hlgieg somearyatR BahR
Banlt, (A pdréMakeNo additional shares of Federation Bank
exiPh&RuH#eh a8y not approve a proposal that is prohibited
by The\Bpardmay 1aat aprayeBdiePesahspatis weebibitad

ibiealiduisiaieiavontante BN higNasionglBankicdeffesson

of state corporate law. Parish v. Bank of New
Orleppspnhltvsfb0orSV R S48 RIIN qa At TheBoRde
submissions from C-B-G and Washifghoh fRQuWRYel the
AERIERE PR cRUSPYEe hEE 98N Bt i c2PRY 'ﬁﬁ@l’i’tﬁ% OEhB938iRe
Af SRENCRTRRI AW he Towa Superintendent of Banking
and REBRATY PASTRIIGWEh RS SLEsRw, in this case and the
SUBIRR QS (fOMGeR; & ot ashinglon (RAding othe
inRsRreteeRh disn [T Ipraaitiea. uﬁ@eIB%'Eg
Py sRASLAR b Hhs RN RHRESIVISATEM G S BRNKIRY
ﬂﬂgdg}edoﬁa(}%tqmgy 1%@&%?1' StQJf't?ﬁnsactlon would be
eﬁﬁﬁ‘?@c@&%ﬁl@?ﬁf@w 1% 3RPEAR AL U eRPesed BepH-

?Aﬂ%ﬁ QWSO HOHE AR P R RIFed Handgs, Lotk
Jaw AN AN R CORSHTITRiEP téﬂ"hﬁh%éﬂﬂl {09 sHiRtenlAY:
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COII 1ance W1 alpa? l(i S a C law ust
ers. Accordingly, state law does not prohn it C-B-G from
acguiring-shares of Washington under either interpretation.

The Board conditions its action in this case on C-B-G's

compliance with applicable statelaw(footnotel9SeealsoCentral

Pacific Financial Corp., 90 Federal Reserve

offer to purchase and then acquire additional shares of
Washington, further review and appreval By the Federal
Reserve may B required nder the BHE Aet 4t that Hne:

Concllssiarn

Based on the foregoing and all the facts of record, the
Board has determined that the application should be, and
hereby is, approved. In reaching its conclusion, the Board
has considered all the facts of record in light of the factors
that it is required to consider under the BHC Act and other
applicable statutes. The Board's approval is specifically
conditioned on compliance by C-B-G with the conditions
imposed in this order and all the commitments made to the
Board in cennection with the applieation. For purpeses of
this transaction, these conditions and commitments are
deerned to be conditions imposed in writing by the Beard
in conneetion with its findings and deeision herein and, as
sdeR, may be enferced in proceediRgs under applicable
law.

The acquisition of Washington's voting shares may not
be consummated before the fiifteenth calendar day after the
effective date of this order, or later than three months after
the effective date of this order, unless such period is
extended for good cause by the Board or the Federal
Reserve Bank of Chicago, acting pursuant to delegated
authority.

By order of the Board of Governors, effective April 26,
2005.

Voting for this action: Chairman Greenspan, Vice Chairman Fergu-
son, and Governors Gramlich, Bies, Olson, Bernanke, and Kohn.

ROBERT DEV. FRIERSON
Depuity Secvetaryy of the Board

Appendix
In connection with its application to acquire up to

24.35 percent of Washington, C-B-G commits that it will
not, directly or indirectly:

(1) take any action that would causeVWdakinggsogfoodnotel
All réfecences dcsi¥astingsonfif Hes€scommitments include any

(2) subgitiaryr retafn shAfashihgtowouldndausdehtnoteio
bavednin@seitsidiaty (€ aBdGts officers, directors,

(2) anquatildatestain esherkot et osed 1A5cpasectiteofotine
binsthintiergste tofi CstidGs arfdWisshffigers,; directors,

(3) enmdraf§liates tategyal ao exgeedikb percemtroflithg
mfistandéng vetingishaias afeashingtopolicies of

(3) ®¥ashisgtaar, attempt to exercise a controlling

(4) sotluencecepecpiessnanbgemenhe boapdlidiesreof
Wasbindashington;

(4) seek or accept representation on the board of direc-

tors of \Alnchingfnn;

Bulletin 93 (2004); Brookline Bancorp, MHC, 86 Federal Reserve B

ulletin 52 (2000); Security Pecos Bancshares, Inc., 85 Federal
Reserve Bulletin 640 (1999)If C-B-G must
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(5) have or seek to have any representative serve as an
officer, agent, or employee of Washington;

(6) propose a director or slate of directors in opposi-
tion to a nominee or slate of nominees proposed
by the managemeat or board of directors of
Washington;

(7) solicit or participate in soliciting proxies with

PNC, with total consolidated assets of approximately
$80 billion, is the 20th largest depository organization in
the United States, controlling deposits of approximately
$52.2 billion, which represent less than 1 percent of the
total deposits of insured depository institutions in the
UnitedSSetestfodtheiedpssetodeposidignationwisbdaiingtory
institutions in Delaware, Florida, Indiagata Bleramiokiebbaw

respect to any matter presented to the shareholders ber Ibr28040Deppsit datereflgdt the aunadjusted total of the deposits

of Washington;

reportedRipeachwrganizationsiissticgtdepasiiory bistijitiansiindnely

(8) attempt to influence the dividend policies or prac- CoBditatas Reportsl ofdepadition argBI8comedai ThrdlidinRigiad
tices; the loan, credit, or investment decisions RepBytsin ihis sAntextiiBreR deRPutatynstiyansdRCI e en-
or policies; the pricing of services; any personnel  Sieffiah BaksorviRGs arisoral savNCS assosiaticnsenchiootingte) PNC

decisions; any operations activities, including the
location of any offices or branches or their hours of
operation; or any similar activities or decisions of
Washington;

(9) dispose or threaten to dispose of shares of Wash-
ington in any manner as a condition of specific
action or nonaction by Washington; or

(10) enter into any other banking or nonbanking trans-
actions with Washington, except that C-B-G may
establish and maintain deposit accounts with bank
subsidiaries of Washington, provided that the
aggregate balances of all such accounts do not
exceed $500,000 and that the accounts are main-
tained on substantially the same terms as those
prevailing for comparable accounts of persons
unaffiliated with Washington.

The PN Fimanedat:l Sewitess Growy, Anc.
Piitstiomglgli, PBenssyivamia

Order Approving the Merger of Bank Holding
Companies

The PNC Financial Services Group, Inc. (“PNC™), a Mmlocate£W%%

19th largest depositdRetaiesniuhsichary (ReUTeHi dePSIHRIY,
nptitubionsc dhdoBlavae adslasida, dpsisRamitenusRe. SNaw
TRsseYn@hit] b SERO D $FH dillion, which represent less
thaRiqpeithr tHtahsanseligatednsseteleploARP X imatedy
d6poliery rettalfofsRAsEe i3S diltian through Riggs

Bank, its only subsidiary depository institution. On con-
ummation of this proposal, PNC would become the
if@ﬁ(ﬁ%ﬁeﬁ"@é}%ﬁtory organization in the United States,
with_total consolidated assets of approximately $85.5 bil-
neRtatYeticddhssid 16t 456 Hih, BmRnrepiauRRG
B APPHEALENE Y ek Pomk RRdiine of ABRaLYs GF arevea

68pUSkoRY bt dnsalsdnin U diespipsy than the home
stadestafesugindlgsis holding company if certain conditions

Sectioat 3(fpofpthp@eCoAdhal BISE thecB ddnal horappstve
afi RINglicatidenrny]eaian kanko Riggs sosubsigiaty taokiie
boertted of WdsdnkglonatedCin M atptendtherdtMingthea home
staBasfdsunha enie woddialj tenfpatsyoffreectadninchuliingns
aeviest(fdatriotedAbankheldingeamparlyshonéstateisthestitehe
dowdichther an interstate acquisition enumerated in sec-
tatal slepositaief &lBObsidiane barksofithe casapamevee
thgllargestd on all the facts of record, the Board is permit-

1l thedaie b of IudyptopS6a, ardhiesdateodnsydioch the Benapany

begame
a bank holding company. 12 U.S.C. § 1841(0)(4)(C).
. For purposeﬁi of section 3(d), the Board considers a bank to be
QUISTEK FHEBEAK is chartered or headquartered or

. . s . erates a branch. See 12 U.S.C. §§ 1841(0)(4)-(7) and 1842(d)(1)(A)
cial holding company within the meaning of the BankP t f home
Holding Company Act (“BHC Act”), has requested the S%%@K%}eﬂfiﬁq@ ﬁﬁ%%ﬁf@ﬁ@m B‘Bﬁffﬁ&n’ﬁﬁif(?agg
Board’'s approval under section 3 of the BHCAAtéfoomoteliﬁm?ﬁ’s? enngyl\"/’gﬁlla, h Fﬁlllg&b%nsonso %laigfyv_v élnﬁ [
acquire Riggs8Mdigonal Corporaehch (“Riggs”), fdinhte)o locatedin-Washington, D.C., Maryland, andVirginia(footnote5
i ; : . D T : For purposes of section 3(d), the Board considers a bank to be
asguile(RiggaiNetisubkidiaryotatitn RiRigddnk \Washongl 0ot 'in the states in which the bank is chartered or headquartered or
RssoBbidior(dRiggsubaickary MailcaRiygsgldak National — gperates a branch. See 12 U.S.C. §§ 1841(0)(4)-(7) and
Asphsiadont (tRiggspdank Iffbiduganvirginia(faatnateZan  1842(d)(1)(A)
bppaediately aftenibemergerafRigosdnteo BNCpRiNGhaeuld and (d)(2)(B) end footnote)
contributedl IRbgisharexofdRigoe@ank tad, Mabancarmdnc., Wibased on areview of all the facts of record, including a
gtene f2¢ lauvarg pirsubsigdinty DB R lding company of PNCreN@isof relevant state statutes, the Board finds that all the
[ﬂ@ﬂ)ébl&lsﬂiﬁ%baﬂknﬁ&ﬁ% mvw;}pngwmﬁ@tﬂm&ENc conditions for an interstate acquisition enumerated in sec-
Ranknnh Rittshurgh, Pennsy yariaathen would acquire substantiadly a[H) of the BHC Act are met in thiscase(footnqte612U.S.C
the assets and assume substantially all the liabilities of Riggs Babk1842(d)(1)(A) & (B), and (d)(2)(A) & (B). PNC is
Fhis-proposed transaction by PNC Bank is subject to appiéraatsly capitalized and adequately managed, as defined by applica-
the Office of the Comptroller of the Currency ("OCC") under. se'® laW. %‘g%st.Ba”k has bzeg In exl'.Steglce Iand %)erated for the
- - i eriod of time required by applicable law. On consumma-
tion 18(c) of the Federal Deposit Insurance Act. 12 U.S.C. 8 ﬂ)g proposal, PNC would control less than 10 percent of the
end footnote) total amount of deposits of insured depository institutions in the
Notice of the proposal, affording interested persons anUnited States. All other requirements of section 3(d) would be met in

opportunity to submit comments, has been published i case. end footnote)Accord-

(69 Federal Register 50,382 (2004)). The time for filing
comments has expired, and the Board has considered the
proposal and all comments received in light of the factors
set forth in section 3 of the BHC Act.

ingly, based on all the facts of record, the Board is permit-
ted to approve the proposal under section 3(d) of the BHC
Act.

Competitive ~ Considerations

Section 3 of the BHC Act prohibits the Board from approv-

ing a proposal that would result in a monopoly or would be
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The Board also finds that PNC has sufficient ffirancial

resources to effect theppopsad{fodthe efijhesedntnenteretipressed

conaeknabauisPNpastiiscloaureintange/partial cash pur-

ceeentdilingredithithPSeCuritiessanck Exolangs Commission

thatuidnBy cash purchase of shares.

hargéaBadishits tax treatientfoncentaintevearagedileases,

bageONRiggs, and the banking institutions and nonbank-

anel stesnalanevenuseSesyice:q; | Rl Yiaudital RNGS tereturns

f@%sal on these resources  In reviewing this proposal, the

theay@arss1998:n RA0GL P NEasstated inits fidingdhakit be

hevgsithahcluding substantial confidential and public

ity tieatment OfthesmierRses Wanhapprair iate dnden fiederal tax law

abd dhatditplansdedfileamappeativith thantRSibhe, Beard notes that

theitRspodithecfedaraheonstsa andsnatihe Boardihawajurisdiction to

adlingicate nompliance withdedarah faxiavws. Tine Boandihas taken

accountiof i prattendnclidingithe effect ohhothdhaigurrent treat-

g&miéadppgéeayﬁdsamtp@%ﬁm the pioangial resouress of
NepBRASPHMOEY Bank Secrecy Act (“BSA™), and other

anti-money-laundering laws, andT R§sPtRRAARArARTACTIAR

in furtherance of any attempt to monopolize the business of
banking in any relevant banking market. The BHC Act also
prohibits the Board from approving a proposed bank acqui-
sition that would substantially lessen competition in any
relevant banking market, unless the Board finds that the
anticompetitive effects of the proposal clearly are out-
weighed in the public interest by the probable effect of the
proposal in meeting the convenience and needs of the
commmumity to besesveddfootnote712U.5.C.81842(c)(1)

en@lﬁ@m&)iggs do not compete directly in any relevant
baftifg ancrREIIH deoratneainete Birerily oifc Aie $¢ st
bankinghaaiked. ohGeRishingiiatthe Moartnstive useshedpsed
posall wamitaetst ifakecart adiakseosgentniatiosngfe theonrer
paselewaiHeenah ioMeotbagpiserefiraten ieompetisienant
BRI EASERIEATIRD (of tRasicing R0 wiseSrém AN o Rant
k,\qvﬁllfiﬂgpfgq,rﬁqgfa@@ B}Q)tpggglpetitive factors are consistent

with approval of the proposal.

Finanoiad], Mamageriakl, and Supemsiéoryy Coppéitierations

Section 3 of the BHC Act requires the Board to consider
the fiimancial and managerial resources and future prospects
of the companies and banks involved in the proposal and
certain other supervisory factors. In reviewing these fac-
tors, the Board has considered, among other things, confi-
dential reports of examination and other supervisory infor-
raation received from the primary federal supervisors of
the organizations involved in the proposal. In addition, the

%ﬁ%ﬂfﬁ‘éf@qe%ﬁlﬁﬁﬁﬂﬁbiﬁm AR EXARBIYS(PERERSs GASPNETS
SRSy BN <2 A P N iR NER LSHPU AP CESPYECES
1 G G MPHIGNARSET-SNAkSering laws.

& B0arh Al80-08SSATSIIeTRE HISAMPRRAES hEPINCES
b fNfer 3199811200 i AansiRaINstiHE 935 Aad QN baRks
NG HsIHanes X dsALUlRY ’cﬁgéjbfﬂ?ye&em’g]geﬁwf
ROSAA RAIGSERO WA RSPRIN QLRI THEROMMSIRIRXALES

soncern

S A RS e
Board has consulted with the relevant supervisory agen- JUBLUCSS ks, add i Ay Finane: 1hn >
cies, ineluding the OCC and the Federal Deposit Insurance Ubsiftefle CUBRMBY e P BRP Pgég‘ﬁmga%y%iala@%tﬂﬂgr

Corporation (“FDIC™). The Beard alse has eonsidered
publicly available fimaneial and ether infermation en the
efganizations and their subsidiaries, all the infermatien
submitied en the fimaneial and managerial aspeets of the
prepesal by PNC, and public comment reesived by the
Beard abeut the finaneial and managerial reseurees of PNC
and Riggs:

In evaluating financial factors in expansion proposals by
banking organizations, the Board reviews the ffinamcial
condition of the organizations involved on both a parent-
only and consolidated basis, as well as the fiinancial condi-
tion of the subsidiary banks and significant nonbanking
operations. In this evaluation, the Board considers a variety
of areas, including capital adeguacy, asset gquality, and
earnings performance. In assessing financiall factors, the
Board consistently has considered capital adeguacy to be
especially impertant. The Beard alse evaluates the effect of
the transaetion on the financiall condition of the applicant
and the target, ineluding their capital pesitions, asset gual-
ity, and earnings prospects and the impaet of the prepesed
funding ef the transastien.

The Board has reviewed these factors carefully in this
case and believes that fiimancial factors are consistent with
approval of this application. The Board notes that PNC and
its subsidiary depository institutions are well capitalized

SIS éﬁ?ﬁ@%&%@ﬂﬁrsﬂi‘&f MRt IBYNING, this,ProRosal, the

Boathhay sremblsf AN, £onaidered a;?fggs AN Retpied
59T o REUAOR, g HP RN UG er‘f&'?édeF éxﬁQHaagrEH?éHi
nrompaten akout ENC and Rigasy, 1 (e Board, has Gitefubiy
r%‘“t?ivrveecﬁjbfrtoe ﬁ){amsmatlon records o* ‘%NE Riggs, and
their subsi |ar|e§,gincluding assessments of their risk-

also reviewed confidential supervisory information on the
policies, procedures, and practices of PNC and Riggs for
complying with the Bank Secrecy Act ("BSA"), and other
anti-money-laundering laws, and has consulted with the
appropriate federal financial supervisory agencies of PNC's
subsidiary banks and Riggs Bank about their records of
compliance with anti-money-laundering laws.

In assessing these matters, the Board notes that PNC is
considered well managed overall. The Board has taken
account of the experience and capability of PNC's senior
management; the enterprise-wide risk-management pro-
grams used to identify, measure, and control corporate and
business line risks; and the adequacy of the organization's
internal controls and audit procedures as well as other
management programs and matters. The Board also has
considered PNC's plans for integrating Riggs into the PNC
organization, including the experience of the management
team PNC has named to run the banking operations to be
acquired fromRiggs(footnotel1Thecommenter

and would remain so on consummation of the proposal(footnewpressed concerns about PNC's managerial

8 One commenter questioned the basis for the selection by Rigegfsl in light of past enforcement actions against the organization,
board of directors of PNC's bid from among the competing oifiefacing enforcement actions by the Department of Justice ("DOJ"),the
expressed concern that certain senior management officials of Riggsegeral Reserve Bank of Cleveland ("Reserve Bank"), and the

t?]r;ilf méi}tlrgen%%'é?oenxfﬁas;'gg gg\r/éLar?l(r:ﬁa?gc}i/ rgr?lr;;sif-zl;hgr%\?e 1%%he Board previously considered these enforcement actions in

Ri%gs shareholders, that information concerning the selectioHo®rder approving PNC's application to acquire United National
PNC's bid and the management officials' severance paynBatehas, Bridgewater, New Jersey (order dated November 19, 2003)
been disclosed to shareholders, and that PNC would remain Wér;he "United National Order"). As noted in the United National
NC has developed a new ethics policy and training program,

capitalized on consummation. The Board also notes that theﬁﬁ
consideration received by shareholders is not, by itself, w he
i eherprise-wide risk-management program. and enhanced credit

~nplinited stafutopy fastas thadoardman considarwhen reviends
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The Board has taken into account that Riggs Bank
pleaded guilty to a criminal violation of the BSA and paid
a $16 millionfifiafootnatel 2Bae RiitedStatesdAmeriBanRiggse
subject to enforcement actions by the BBank hhA.tigr.(06°65
(RedhbetThelsomimentercdbjdetbdpovtheesizetof tRadine Buhlo athes
¥ alithopled agreamenty poedoartoroBs Matititioited Sthles
BistrittCouibiargheoDisicitof GahusbigagishsotihdBeard, died
jurisdighioB sakdjudicatedhe driginaboemnlaintapainshRiggsBank
and that thesaotdasizghpiaydi@k fine dredOdengdbe other derges of
RigesBankismeaagreermapiendito etnata) andifiat B igest a5 Rados
of Riggs and its subsidiaries Bank were
subject to enforcement actions by the Board and the OCC,
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The Board notes that most of Riggs's supervisory issues
arose from its international banking and foreign embassy
banking business. In 2004, Riggs announced its intention
to exit those lines of business, and Riggs Bank has substan-
tially completed the sale or termination of those activi-
ties(foolrase B SedifisaltyiRiggd s qpresentad 8faRiifas, and
tersndatadidll with the OCC about the progress of Riggs

banking retatipRshipswithereign amiassies anddgdnitig process

afccinsing Rissebingl itsi oprratieno Outsisietheninitedrdtates.
Riggs Bank has made to its programs for complying with
teeminatedithaoperations A Riggs International Banking
Corperatioird has also reviewed and taken account of
GRIBG, MiamicFlarida, theEdge Asiaubsidiary abRiggs

» enhanced risk-management and BSA-compliance
pusingithe third guartereef PR nane RIBGSWie Wﬁgsﬁﬁ
The Board has considered PNC’s record of enharRefiitii
BeasrRyZopdendtantnetid IESaaed hpsisaviepirsh it P Hagr ess
its plans for implementing those programs attiBég9s h@%@
Béﬁ§88§b!ﬂfﬁﬁsWiﬁ%lﬁ&(@@i@bé)ubﬂ@ﬁoﬁ&gr?ﬁﬁnﬁ%éﬁ'&ﬁ%
E@&j&nﬁblcodﬁalyl'ﬁﬁl%gn%%&imé?%&f)@ﬁ’ai Kyiadditop.
theBoriddias s9uauitied with-tie A RGRDOHISARANSEBENS
RiggsiRABK pasomats, tRoHSIRIOGBMRIEAr BROPbIRg: Wit
Mt et EaRARLiBh UEdBRE s record of successfully inte-
ordlife ROAIE3Rs ARV IRNRHs BRLHAKpASERIRE A
BrERRSALE, DYoBNC e InBrauiEingASHLUEPTRI 49 < BRlse
DA i PRETPIEI SN e 2Ddn R A ATIPURRRE

[8grups at Riggs after consummation of this proposal.
hﬁﬁé’& "6h P (RIS  EES (hRORShf MANGIAdHI

Wik Manegsmant 210 BRA-Aomelian Ce?nﬁr%ﬁfi{yge?&q

%E?sB!&E%sf%&f%'t%%e &&pé@?&%ﬂ%@@@ﬁcﬂ@% 1'98?39
SRS | NG 55 08EPPAe Lo OAN ﬁte

SV %”Qre”ﬁ?éeglﬁg}a‘éﬁﬁj r9fso°f§ RLRLEIA Eiexf '%e

rrgent systems for compliance, including BS
iance programs, for the expanded PNC operatlons

Y)a Reffjensummation and PNC's record of successfully inte-

weyidread l¥aeds dnendengléaisting operations. As
previously noted, the banking operations of Riggs Bank

case, as explg
and cooperat

. acqu m|a@én@@gealiﬁt@rpmaﬂaamealﬁ@ar@bn@uﬁtmm@iﬂf@f the

b k!nd'fat @%% pisdsalf the proposal on the convenience and needs of the
iﬂpg:%lsaor Based on all the facts of record, the Board concludes that
262 (200 considerations refating 1o the financiat _and _manageriaf
equately aa % 9 [ resources and future prospects of PNC and the depository
terrsa?rrllgr\#l%ﬁﬁﬁ\’f s@ﬂ%dﬁeﬁfﬁ? institutions involved in the proposal are consistent with

the overall rE3d!

the companies involved. The Boa

that consumni‘étl Q ‘?Dboﬁ§ &P&iﬁb Rﬁ/

EBlingUrCdigiesy yr dote 4p
complétion of an investigation if the applicant h
tory record of performance and the issues being reviewed can be
resolved in the examination and supervisory process. See 62 Federal
Registarr 9,290 (1997) (Preamble to the Board’s Regulation Y). In this
case, as explained above, the Board has also considered the progress
and cooperation shown by Riggs as well as the plans and ability of the
acquiring institution to address these matters. As the Board has
indicated previously, it has broad supervisory authority under the
banking laws to address matters that are found in the examination and
supervisory process. See Citigioup Inc., 91 Fedenall Resenve Bulletin
262 (2005). Moreover, many issues are more appropriately and ad-
equately addressed in the supervisory process, where particular mat-
ters and violations of law can be identified and addressed specifically,
rather than in the application process, which requires a weighing of
the everall reeord of the companies ifivelved. The Board further netes
that eensummation of the propesed transaction would net impede the

ability ef the Cengress, the DOJ, ef the a fp'%f@pﬂat@ federal banking
agencies to gain access to the records 0 iggs or otherwise to
complete investigations of these matters end footnote)

urther otes
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o erall satlsfze;gél bankmg

approval, as are the other supervisory factors under the
BHCAct(footnotel6Thecommenteralsonotedpress

about litigation against

Riggs, including suits claiming Riggs was negligent in
failing to alert

authorities to suspicious financial transactions allegedly
related to the

September 11, 2001, terrorist attacks and criminal and
civil claims in

a Spanish court asserting Riggs's concealment of assets
and money

laundering in connection with Riggs accounts held for
the benefit of

former Chilean President Augusto Pinochet. The Board
notes that the

Spanish civil and criminal claims were dismissed after
Riggs reached

a settlement with the plaintiffs in the civil suit in Spain.
As previously

noted, the courts, and not the Board, have jurisdiction
to adjudicate
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commumities to be served and take into account the records
of the relevant insured depository institutions under

“high satisfactory™ rating under the lending test and “out-
standing™ ratings under the investment and service tests

the Community Reinvestment Act({CRRA)(footfibtetRA.S.C{foafifiotas reported that the bank had excellent lending

ré&duisi2(c) (B 124dS43. §280heitdeqenotiotinote)ThencieS Rd
eegoitesgahfindadirhlinfiangiats soplisoryecaginciesedin
agedyrageodinansiaininstidstionsvhie hhelpy mpetatbecsinsitit
tagdsvith Idoeil cafemuii tiesia whichtibay ok iaiguicensise
tepropthtbeisdrate adusclndsaperaiony angeneguinestdke
aporapuatmifagetaktifinaoeial reepedyisdiveagercyhdocriakie
infedeceaunitsancinstitutionsntenoyd oficeitng Ihe-cradit
ResdsraeE indsnRN I re MPM N1 iyborinebadingh dowlua@ng
mﬂ@ea;tpa};mgmy(ﬁbwgalsneighborhoods, in evaluating
bari & Mensdany orgBesals carefully the convenience and
neddi¢ Bogsd s aansitered eashindndbe cammnisnpaeand
SeBERIFAGIWaARY dhe REPAs AN Manstresandsref tRMCos
subsidianydankscaphiRiogs Bankdn Hebsiobalbinartacisef
fReand. ORe luginthepidll e p poRVAIaNE [eRINeS1 Ad thReRER;
Bagah SN EEQTTEPBRLEN ﬁﬁﬂeﬁ@tﬁetlﬁfo%@wﬁ%gﬁgje Thieged.
RasedAQR datgvapartd upgar PWB'&EI{MBHER% Digal

shie ARG HMBAEFaetRRtelBLAUS 5350 stargendfolote)

home mortgage lending HiRtRN Gaflank,aadRiges Sank
W%ﬁ%&fﬁé}afﬁ%t@fﬁ?&%&&fc%eefﬂyaﬁaﬂﬁ“ﬂ%@k%bl@
BRmenefstgage lending in the banks' assessment areas.
The commenter also expressed concern about possible

branch closures. )
CRA Performance Evaluations

As provided in the CRA, the Board has evaluated the
convenience and needs factor in light of the evaluations by
the appropriate federal supervisors of the CRA perfor-
mance records of the relevant insured depository institu-
tions. An Institution's most recent CRA performance
evaluation is a particularly important consideration in
the applications process because it represents a detailed,
on-site evaluation of the institution’s overall record of
performance under the CRA by its appropriate federal

§up@fvi§gf(footnote 19 See Interagency Questionsand Answers

PNC Bank. PNC Bank, PNC’ sRegaiding-Gammpwaity

Reinvesiment,66 FedeialRegisier 31620 aadté’tﬁ@ﬁg@om
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fered BER, Wr@ﬁﬂﬁese@%@tm%yﬂ%ﬂ@%gl 16f
ﬁ%ﬂﬁe&va?%@@r&sﬁ@t@é Eyaluation™). The Board consulted
witfy, 1) QEC Rt Ten CRA, Par{orTRRee 9f RNCUBALK
ALRIgPORMK Siich P RRsIIECPNE R YalalIonS:

PNC has indicated that after the merger of PNC Bank and
Riggs Bank, PNC Bank's CRA program will be imple-
mented at the resulting bank.

The 2002 Evaluation was discussed in the United
NationalOrder(footnote2190FederalReserveBulletinat74—77
endfootnote)Inthat evaluation, PNC Bank received a

home purchase loans to LMI borrowers exceeded its over-
Bl HMERA dhata aidhoaie IpndimgeRbwmsd in that area.
Examiners stated that the bank made use of innovative and
lvei oo dodrh ps et Ly héolm pidevede thed dradlinp devoonidi nd
PiNfdardbigidrof MiblioromensntEraniiret Oralde prdjpsstet
thia¢ tharbhankiérdlle féghbesal of aarwviemity 2008 HpOA
tendindhat PNC Bank and Riggs Bank disproportionately

Examiners characterized Riggs Bank's level of qualified
investments as excellent and stated that the bank played
a vital role in increasing the level of funds available
for affordable mortgages in the bank's assessment area.
In addition, examiners reported that the bank provided a
relatively high level of community development services,
which included participation in or sponsorship of seminars
that provided training and assistance on home buying,
consumer loans, debt and credit management, and build-
ing financial knowledge and relationships with financial

institutions.
B. HMDA Data and Fair Lending Record

The Board has carefully considered the lending record of
PNC in light of public comment received on the proposal.
The commenter alleged, based on areview of 2003 HMDA
data that PNC Bank and Rioaos Bank disnronortionatelv
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excluded or denied African-American or Hispanic appli-
cants for home mortgage loans in various Metropolitan

credit by creditworthy applicants regardless of their race or
income level. The Board recognizes, howewer, that HMDA

Statistical Areas('(MEBAY(FootAdike2BSpedificatiy thedomtmenterdata alone provide an incomplete measure of an institu-

HMDA data for 2002 and 2003tedprdhErogalNoe Bradikghyl
IPINICS Sibsidlialyehankato AtribantAisricahNG Hspaits indhd
WiIingssnIBASRA oD ehavaredyevralid 8ntls)exdeyr €ithidiSakin
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iniNewidorkiFhe commentensitaddMDA data BnsRiggs Bapkis
lending sorAxfrigarbAvingsicanalinive YaskingtarbMIAaiis\Wiadhislg-

tion’s lending in its community because these data cover
only a few categories of housing-related lending. HMDA
data, moreover, provide only limited information about
coveredldansootREVERA hedaia, foraxdmnle, Hanetdéositations
fBlit make them an inadequate basis, absent other informa-
thenpossibiliethatian that an institution has not assisted

nBtuionysiouireasheffods may atlyactaclaigesroppmian of

902, CNary lrsghapd Vdrginipendioatnaip TheBrard ogvinwed tBATAIRA in illegal lending discrimination.

kv Acelatiofonie2tane Z00peepsitedbih® benRan ki
BNEd BIMD Relgargblcalbestivaly 2085 CwBaNkeerandy
BynipagsBankiHomtheatiatesdtr MSAsswebare the 1baakss
Prifpakkassesynastsanean Wekslecated(footnptadaliien, the

pBearddeviewedd MIRA dataifor R P NOBaRKS b Rele

ware, New J%%%\é @A PRARSKvRM8a ADEHA KRS Nawark. RoiladelrRia

and Pigrshurgh Mafys &g foeivRt)ith the percentages for
thel A8a WHRA Hakars Ntifa i thall henBN GteBRAKhedphial
H3RRY tyrRiiosEaoimRtegEihsdanialdispatityatiRaayalseD A -
reportable loans originated to AfricH§MWaHARAM ARG

racial £a1e00m (€81 D IR SSficaRL dividrsb, thedgnial rate for

whitgsenghapIROENP ERIIGE M SRICATL 85K SPABicaRRAN:
pants, ferbe Ranksiitol! AIMRAeARIRRIS L 9ansdn Rela-
Wite atta%etartﬁghemaaﬁqaagx'taa& fhigh o J0pethee
AGEQLEd, QSR AT hey RRACARkICh HenBIS e, Chillt
Rinasd BUVIDATERIARE A0S aifts 200 Ra1 WRISa 98D BRI
FOMRAGRALE. AVHE: e 5?3 o fRG A0 ARgeaats (of JANG6LE
LR YPEQAG DA ST TR HhoreRiTINTPIRRIERTd RIsAding,
African Ame ?5% g&lﬁ f@@éegate lenders represent the cumula-
tive langhng, for &lNpa0Rish Ingtittions that have '%‘%?ét%ddt%%
fala i & ea”t'%ééf c?feto Hd ;E) 94 %E?)JHS 0r1 %%‘E '8@

ercentage ort able
cnla S mem eI‘S O 1 erent racta ?I 11’1 cer
oans r|c p Americans an sHand:s mgt stat
all’l oca areas { eS%Om erai O NnoO emons r

C

el aé%ﬁ%‘t? cteg L3 i
[eﬁgrta T andtnstt

r |can
E}‘n fltf:thtgs{t%hst?a’fles rom %%82 to
en in
€ Cl mme er soco e
0%21Ga

r.c&tg%%&es ]
it
il e

(?EI’IV

fendersinthe aggregate are not yet available end footnote)

The HMDA data indicate that Riggs Bank's denial dis-
parity ratios for African-American applicants in its assess-
ment area were higher than those ratios for the aggregate
lenders in both years. The data indicate, however, that
Riggs Bank significantly reduced its denial disparity ratios
for African-American applicants and increased the number
and percentage of its total HMDA-reportable loans to
African Americans in 2003.

Although the HMDA data might reflect certain dispari-
ties in the rates of loan applications, originations, and
denials among members of different racial groups in cer-
tain local areas, these data generally do not demonstrate
that either PNC Bank or Riggs excluded any racial group
on a prohibited basis. The Board nevertheless is concerned

R s B

The Board notes that such data are preliminary and that 2004 d

allpgualified applisanis tarnetenimatiutionsatttmstanc do

BQﬁs@dered these data carefully in light of other informa-
pravide-abasis fenamnindepenpsntassasproentohwbathaean
@RRIIANN of compliance by PNC and its subsidiary banks
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supervisor of PNC Bank, Delaware, about the bank's record
C. Branch Closings of com-
pliance with fair lending laws end footnote)
PNfhehegoriadigdiedtethataitPRG Hag tRkems stepsclosensure
bomnghancel RINE BanNeadiRgggawdankNg s mavnliafdihg
Bieysddcludesactioommikhee B oardhroaddeonsitleivg dN&T
A threneditbarlsgnpohicynimgl itfercad daindperidi
standards. To implement this commitment, PNC's fair
lending compliance program includes employee training
and review by senior management of credit decisions,
pricing, marketing, and fair lending-related polices and
procedures.

The Board has also considered the HMDA data and the
overall performance records of the subsidiary banks of
PNC and Riggs under the CRA. Their established efforts
demonstrate that the banks are actively helping to meet the

credit needs of their entire communities.
C. Branch Closings

PNC has indicated that it has no plans to close any
branches of PNC Bank or Riggs Bank as a result of the
proposedtransaction(footnote31Thecommenteralso

expressed concern about possible job

difshistory

when HMDA data for an institution indicate disparities in josses resulting from this proposal. The effect of a proposed acquisi-
lending and believes that all banks are obligated to ensure jon on employment in a community is not among the limited factors
that their lending practices are based on criteria that ensure the Board is authorized to consider under the BHC Act, and the
not only safe and sound lending, but also equal access tOconyenience and needs factor has been interpreted consistently by the
federal banking agencies, the courts, and the Congress to relate to the
effect of a proposal on the availability and quality of banking services
in the community. See, e.g., Wells Fargo & Company, 82 Federal

ReserveBulletin445,457(1996)endfootnote) TheBoard has considered
Rank's branch bankina nolicv and its record of ondnN©
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and closing branches. In the 2002 Evaluation, examiners has considered all the facts of record in light of the factors
concluded that PNC Bank's record of opening and closing  fhat it is reguired {8 eensider under the BHC Aet and other
branches had not adversely affected the bank’s delivery of QBBHEgBigS%qtd%et%QOOt@%@%@Iegogn ‘fg?(/%lf%eg é%ibr
services in LMI areas or to LMI individuals. ment Mﬂﬂlﬁﬁ@%l%&%ﬁ%%ﬁ‘br@éo? |)¢9 1GRg
The Board also has considered the fact that federal  Bogpdsed docthislateder sagmiftdmmenmmlﬁimﬂmscmdﬂcmdthg
banking law provides a specific mechanism for addressing rep(Btsaiﬁeﬁarumaﬂ@m@anwimttﬁeswmmmformafl
branchcmemggerooﬂﬁmaaseamné@uﬁmmdammanapméﬁeé’”éﬁ@ﬂ g‘ﬁ’ﬁ

tory institution to provide notice to the publfctaid® e has St?%tg Smﬂi

§ 18gyprbpdsimplaiventedipyethdsioint Raliny Staiefoeat Heganding eredmm@m%l@etmgt@wlﬂsefmdp@gél ANrdeQisti AedBHCAA Gt
Branam&dasingsa/(@difedsrahReyisted Ioddd (90N r@qdifesathaha  Regulayide ¥itoriteithe Posrdddia cmmmtepa $1eubﬂmﬂmbunder

e I@dﬂéﬁ
Eorturﬁ?g&t?w%ml?l weg)s aiﬁ c%%d

aphanisfitavidedbepubljewitboat deastiir i says woliceoandih thgse Proyision f%giﬁ'%agaﬁaggge@ﬁ @ﬂﬁ) Vé?;]"m
approptiate fedarbsunery isarydgencyiandrosstamars ok thewranch’® 2 r%l%r%ﬁg %%ES%PEPIHE%% e Bl t'gsﬁ e

with a¢derstoinely@RVS peiieshefare bedasiafibe proposed brancly the@%ﬁrﬁiﬁéfhﬁ rothAor s Hetcderiy inlcahbidermier tIfPé ?(596 g
closing. The bank also is required to provide reasons and other magmntmmmmm)ﬂbffanwd datppydvhisioshacifinkthp

supfgortl glg data for the closure, consistent with the institution's writ- 5931416%]? ansd 1@@;&9%&164’&8 BYdRNEse ﬂh@Bd&ﬂd@BQﬁé

b s o TR G LRSI R

insured. deposi- t'that the Board's Chairman recuse
EIE’I? it Gor Yd%oﬁéﬁ]&;% st bfS TS Otk hlﬁyeifdeolmfctbngiﬂfwah@ﬁGovernors effective April 26,

HsHPgte RS af SmiRRGRD At RersrectisHdhs  afihe application. The Board and the
H}%HBHI%S dnuriyrd e R Yitkedhy BRE, Byble  Chairman have carefully
tecveoe RinResRorbe FgeiEsARaL aHPEHiRR:  SQsidered tis request and concluded . . oy yiman Fereu-
f@fmoeﬁe RIS icharaliRck ibaint popspaandny eblstsarer m&ggﬁgv,ﬁmé&ﬁmwﬁqu&mme and Kohn.
Em &Hﬁb @ﬁﬁl{ﬁggﬁ) ﬁ*ﬁ%@é@eﬁa}ﬁﬁhoﬁ’émnded prOduCtS warranted.

End Genelusiprinolding vandescdoarekidneldd Pasteh and The commenter also ROBERT DEV. FRIERSON
AmvBoearddis. et nconsidered plhtheniaeisloracaifli  expressed concern about complignsed¥iary of the Board
ivelusing sepestaigt examingtion, dhaMBGRACsSERsel e staff with the Board's ex parte
instifetiens oy ebiadn i for matiasReanidRe nd Nesdruplic %%g‘mun'ca“ons PO"C'GS in this case.

Rﬁ"hﬁ'i@ﬁfélr@ tﬁBeCRfAPﬁé?ﬂ@)rﬁ{%&oﬂﬂfé@?ﬂEi%lf AHPREMISANK mmﬁ

ﬂ}?ﬂ@i‘ﬁﬂ?rlngt“ﬁ:tj@ﬁi %ﬁé%ﬁ'@%téﬂ% wiapasplyvauld pro- W and concludes that

vide PNC and Riggs customers with expanded products edera ’@%%%@%ESystem staff did

and services, including access to expanded branch and not engage In y Inappropriate .
Aanelnsiarorks. Based on a review of the entire record, and %LT&W 19& tion of a Bank Holding

for the reasons discussed above, the Board concludes that m:ﬁ?:;ggéfi)olznorthese conditions purposes
Bonsidesations feteinpgngo dhd abihveaiéaces afdraeedd, fiee (- i aﬁdhﬁg"}%%&&i e
Boaiochudinp therGiRA ferfotmangslicatodsshbtie tatevant Eezarg!n'ctoBr%‘%% itlBs fmiBERupliS

Hepeisitasyajnstitutions Iane schiigtént avitblagiprovak Board approva under section 3 ofy i Pepkntiaiding
Conclusion in connection with its findings and

Based on the foregoing and all the facts of record, the decision and, as such
Board has determined that the application should be, and may be enforced in proceedings

hereby is,approved(footnote33Thecommenterrequestedthatthe
Board hold a public meeting

or hearing on the proposal. Section 3(b) of the BHC Act doe
require the Board to hold a public hearing on an application Ls?r?félés'?ﬁg not be consummated
appropriate supervisory authority for the bank to be acquired before the fifteenth calen-
timely written recommendation of denial of the application. ‘f[n ay "ter the effective date of .

Board has not received such a recommendation from the appropriate this order or later than
supervisory authority. Under its regulations, the Board also rﬂﬂg)‘? iffiRgths after the effective date

discretion, hold a public meeting or hearing on an application to
acquire a bank if a meeting or hearing is necessary or appropt
clarify factual issues related to the application and to provide a cause by the Board or the
opportunity for testimony. 12 CFR 225.16(e). The Board has ¢t gﬁgﬂi Reserve Bank of Cleveland,

ered carefully the commenter's request in light of all the facts, of

record. In the Board's view, the commenter has had ample ogffgfiiied authority.

nity to submit its views, and in fact, commenter has submitted Yitgigier of the Board of Governors,
comments that the Board has considered carefully in acting

proposal. The commenter's request fails to demonstrate why %%m
comments do not present its views adequately. The request also fai
to identify disputed issues of fact that are material to the Boagghs #8aisi@mors Gramlich, Bies,

under applicable law.
The merger with Riggs and the
acquisition of Riggs

of this order, unless
%%nod is extended for good

acting pursuant to

effective April 26,

Psforthls action: Chairman Greenspan,
Vice Chairman Fergu-

that would be clarified by a public meeting or hearing. For Olson, Bernanke, and Kohn.
these reasons, and based on all the facts of record, the Board has ROBERT DEV. FRIERSON
determined that a public meeting or hearing is not required or war- Deputy Secretary of the Board

ranted in this case. Accordingly, the request for a public meeting or
hearingontheproposalisdenied.In reaching its conclusion, the Board
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Company Act (“BHCAALY)Jootnotedd@ihsS.€. 51842 holding
endfpomyptexobacquiee HDahpehmddingf the voting shares of
bortipany Fndibe@®dnk 99IMERIOeVofidon, Kaimgshares of
NaNotiek Fafmitty Baopo§dN REVydMa ridesrdésaadapéisotioad
AgpiralFamily Banksnhadlsipn |linoiseureoteowes

99.7 percentrefoibe vating shares D NIFB, tand Reptlitic bamanplisthie

aggiira alhthese shares and foati@tedd the application and
aliNethemeftsheqsioresah fferdinghinteresied seersong an
SERIGIIBIHF theBRIMentt. has been published (70 Federal
Re@siptiblif, 492 (8608Y) of eniind torrpiingisanisientd fias
e iptilpaid dheearthfasoaernsi dar edi-ibe MNP cation tand
abseanmmapproensivedy 91Fdneflithe facky 28gthfoithelt
seshieRl dgfdfiedByiasAeition in Kansas, controlling depos-
its Repuplifokindanay 1§ 19" 8anizeibis0kpRISH AR phesmed 1 £
tharpurpesecelt agaeingtAoRHRUAT HiFGepNER, oFithstetl

g&%gg{@gﬁg@%{m@}g){n&}é@tmyIion, is the 287th largest
insured depository institution in Kansas, controlling depos-

ié;s of approximately $14.8 million, which represent less
gﬁlpf[ﬁ@?jfe OB BRI amount of deposits of insured

epository institutions in thestate,:footnote3Assetdataareasof

d
Section S'of the gyl i ndhetrryphsiy st d5panBriGte

rankings dffad diIBREB0IH0% s Mhtdk e iHkReR depoLiton}
institutiofiSHEIbEe R HTMEFERIRAIE SRR

BRNROTRPEGINGE

busisstiohdapkiRsot! QB@HC Act alSo prohibits the Board
Tompetive vingenbitgkaaigneisition that would substantially

BsstinncSropehigiBid ) Any prdbitsing teaBivey drfadiatapmless
thg anfpcopapealitineteffiectkd ofethd tpioposalomepolyardy dogt
woigHeleirirthia phleHanoetexe sirb ptthe praoahle redfradizef the
puspresd cibankenimgT HeeBet@veniaise pandilitedse dSotlid
Erormappityvio e seaviedicquisition that would substantially
les§ériscpnupeiftibnreipresynre | Regpubiaeikinigitizdrkattryniess
theadnbndipetiti iKaekfestBakdtdeopraplotad fsetsledrtycond;
el dBedrdh lihe pobbideidrtsttbydheupnofiatidn effetioipthe
prepbdssound mestingvéhe sopvidivends adeernredsteft the
comptivityn torh ese nved (tnaiontedSenl 20 BG4 A(@ources
{d)aendrfoetaatedanking market and that competitive con-
sidErisidmppesabsiestnis tReppidie’ initial entry into
retail banking in Kansas. Based on all the facts of record,
khe Boar? s concluced Lt}]gl consummation .gf the ﬁro-
nosal Would Mot Hale A Signtticantty” aavéiss eréet *on

ampetition of o7, e sonoenteation of panking resourges
in aj r and that e con-
t

ncial al FesoUress i Tutire Iltnlr\(/)espects
3

anking m

g%&ﬁﬁ%&ﬁéaaeenm%gﬁ il

£ n%iﬂ?maﬂe@er@ d pr&vimtuﬁownémﬁa&ﬁ%ﬁsin
heterest thads Erotatkt ol eepaiyiBear diastaonsides
Ihearthdmsat carrdderashdaeta Festuncds bigdtrodpél phss pacts
of teecsdmpasiedingdinfeposioey praaMideshdinoipablin
ta(peonash ireped tc oftainavieticupand sother faotdidentiad
Bipacvises conisidaradoth ésenfidbio (O ffic ¢i g ttlad QRiripdredées
of thedrorrénchudifgGatosnihei griproyidedels) sRppFer
obMidBntial reports of examination, and other confidential
supervisory information from the Office of the Comptroller
ofthe—€urrency ("OCC"), the primary federal supervisor
of NFB.

In evaluating fiinanciall factors in proposals involving
newly formed small bank holding companies, the Board
reviews the fiimanciall condition of both the applicant and
the target depository institution. The Board also evaluates
the fimanciall condition of the pro forma organization,
including its capital position, asset quality, and earnings
prospects, and the impact of the proposed funding of the
transaction.

Based on its review of these factors, the Board finds that
Republic has sufficient fiinancial resources to effect the
proposal. NFB is well capitalized and would remain so on
consummation of this proposal. Republic proposes to fund
this transaction through a combination of debt and equity.
The Board has recognized that the transfer of ownetship of

small banks often requires the use of acquisitiondefettfootnoe5

It apped&imalhRamkdpaleing GampanyRadicyuStatesmenti 42(IrR
flexibility to service this d@Btt@2thdnpandix & sendifoatnate)
tesappeatsotREpRBPbhicNWRIId have sufficient financial
fleidityodad seiRd deathis ticidlcivit B trindud T aiRio Brébe
eEsaie appREMepHlicden B proposed management of the
orddhifiAAaek alire NBosADSIHRS efbewBaN BB I8k ieH AU e
pdbraanpiaeHBinGhdingdbe REopoaedaanage mentwidhe
pHeARatoR:, e nBeridrnant SuteWRd atiEos&ambian
EREADNOkh& BBard N6y HiBsi Asp8aSTRE Bt ePhisHiy NPt
Wﬁ@?fﬁ@s@s& MRNGART %_Sfe%%ﬁe_ﬂhiﬂéﬁ% Q_@@fﬂﬂé’é‘ %vi{_H
RAdERRd the BRARL AR RAUEIERIRING SHRRFBINON A fRA-
BRCBY R thase. of TR fedevaid bankingragaueiimmita
PMiEBsapd fﬁﬁpmﬁ@@ﬂ@mfp%ﬁas@iﬁ At RIARSIP Al SpRERA
e ahReR WY rBhe Boari@lsndae capsidsreruRenulics
Plans e LBRIRMENEBE REPRARH e JRRIMAIAY its proposed
expangiqn ot iR FaRIOBY ¢8RS, tREVISSAANh NG AEANGES
{RJneBAgRIEN A NER R IR AEHASIEAN nd managerial
resoatedonall the.fackoliecr drthepeard hasaonieidgd
dtsrqutidaratiansprelaiing fo.dhenBnacia! sﬁB@rO]éB?g%{é-'
[8s0uhess, 3nd Byfere prospects of Republic "and NFB are

consistent with approval, as are the other supervisory fac-

tors under the BHC Act.
Comeniérwee and Needss COoraiderations

In acting on proposals under section 3 of the BHC Act, the
Board is also required to consider the effects of the pro-
posal on the convenience and needs of the ecommunities
to be served and to take into account the records of the
relevant insured depository institutions under the Commu-
nity Reinvestment Act((CRRA)(fodliheteBRAJ &:GuE289ttseq
eaderdpaimatejdiheupervisory agencies toCddlongquérédnihe
fedenakfinermal (sUperyisaeyt apencieditmesds wedhe fivant
ciahingtitibions twHelp (megtofhaadibnsetsnofwthh (oeat
seremiHytigsuidl Wiiefibey onaratequensisteNtapptbpHeis
saderantnsauind saperatiiity apene§asitakethifo aRpMpII A
fadaratidimansidlostnss ViRMNBOARE ¥riQlie ke JAtOACHE Wit iae
bastitbenys nerardieh Metkinadhe atribitneswe SinksRAbiKe
BORHBEALYiniBCHIdhdopoRA I NAHaIRIBGEMN S BEighe
BHoods;, in evaluating proposals under section 3 of the

BHGeMBbard has considered carefully the convenience and
neddl¢ Beesd havicansidered sruabnbathe cRuGIescaNal

needs factor and the CRA performance record of NFB
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in light of all the facts of record, including public comment
received regarding the proposal and the bank's CRA
record. The Board received one comment from an indi-
vidual suggesting that NFB was not serving the needs of its
corrmumity, particularly its agricultural lending needs, and

a review of the entire record, and for the reasons discussed
above, the Board concludes that considerations relating
to the convenience and needs factor and the CRA perfor-
mance records of the relevant depository institution are
consistent with approval.

that Republic also might not serve the community’s needs(footnote

7 The conmBearies adsoguestionadithg idantipy-0fthmpsopasad
purchasers. Repeiigphasaiselased ils awnershipesinotyres as eawisad
by the BHC Astrangl, rasostatedahatitheeammentgr Rasimetwitbrsaree

Concllisiomn

Based on the foregoing and all facts of record, the Board
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has determined that the application should be, and hereby
is, approved. In reaching its conclusion, the Board has
considered all the facts of record in light of the factors that
it is required to consider under the BHC Act. The Board's
approval is specifically conditioned on compliance by
Republic with the condition imposed in this order and the
commitiments made to the Board in connection with the
application. For purposes of this transaction, the eondition
and eommitients are deemed to be conditions impesed
in writing by the Beard in connectien with its ffindings
and deeision and, as sueh, fay be enferced i proceedings
under applicable law.

The proposed transaction may not be comsummated
before the fifteenth calendar day after the effective date of
this order, or later than three months after the effective date
of this order, unless such period is extended for good cause
by the Board or the Federal Reserve Bank of Kansas City,
acting pursuant to delegated authority.

By order of the Board of Governors, effective April 26,
2005.

Voting for this action: Chairman Greenspan, Vice Chairman Fergu-
son, and Governors Gramlich, Bies, Olson, Bernanke, and Kohn.

ROBERT DEVY. FRIERSON
Deputyy Secvetaryy of the Board

Wellss Fargo & Coenpemy
Sam Evannissop, (odlftomia

Order Approving the Acquisition of a Bank Holding
Company

Wells Fargo & Company (“Wells Fargo™), a ffinancial
holding company within the meaning of the Bank Holding
Company Act (“BHC Act”), has requested the Board's
approval under section 3 of the BHC Act to acquire First

FPARg Gisereads Sﬁ&l\ﬁHB%\‘)Q%ﬁﬁR{h"é@%ﬁ& Eﬂ%é{'ﬂé&ﬁ%ﬁemh@omwfﬂw Capital Corporation (“FCCC™), Houston, and

pldan and ﬁ%}%sé&

ISPRAHA LR Ve prbdide ‘&f‘ﬁ%ﬁ rdthtiy
Pg Ry stan:
RO A ARG A IS 1AL cSRARA O e fHdﬂ?&%éb“ Based on
The Board has considered carefully all the facts of
record—inctuding reports of examination of the CRA per-
formance records of the institutions involved, the business
plan and other information provided by Republic, public
information about the economic conditions of NFB's com-

munity, and confidential supervisory information. Based on

its subsidiary banks, First Community Bank, National
Association, Houston, and First Community Bank
San Antonio, National Association, San Antonio, all in
Texas(footnote 1 12 U.S.C. §1842 end footnote)

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(69 Fedknall Regiaterr 60,877 (2004)). The time for filing
comments has expired, and the Board has considered the
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proposal and all comments received in light of the factors
set forth in the BHC Act.

Wells Fargo, with total consolidated assets of approxi-
mately $434.6 billion, is the fifth largest depository organi-
zation in the UnitedSSasesgfootnanedNssetdatsastasofMapioh3di-
mately $267.8 billion, whicl20@5antnasionppraniing datg
arefa3 opErecambef 3th@0@4adndireslent cofisaligations ihfoughutial
deafsosndrfoptndte)zamnt ol lig United StadeposWeellt appexis
thatethyrdj26ge8t déhigitonyHishitnepnedenTexappeoxinvdlaly
$20.peviHivn o depdsiad, amishiepfedenesippadxiimsaitetd
Jepopiiishinstitubionsoial therld n e dStatkstinoto otg3Repesit
daposefiest thedatalboik the deposits keporteskdyRashkits™).

wenpizatian s asuad depasitoyydastiutionsda theissomsolid
Repartssotifconditionand |ngenae erothrift iinaneial Reports
BUARiAY, 0R4:i 4R this Nt niRswIed deresHOnyIastiutions |
comarcialipanksasavingsibanis Ansksayingpassaciations en

$604.6 million, is the 76th largest depositorYVéHEahar8gols
herthird, lasaReb HAROBPDAIIBISan IRiTRNESFETElbiag

to approve the proposal under section 3(d) of the BHC
Aet.

Compgetitivee CGoswideraiions

Section 3 of the BHC Act prohibits the Board from approv-
ing a proposed bank acquisition that would result in a
monopoly or would be in furtherance of any attempt to
monopolize the business of banking in any relevant bank-
ing market. In addition, section 3 prohibits the Board from
approving a proposed bank acquisition that would substan-

lessen competition in any relevant banking market

tal
f??; s the anticompetitive effects of the proposal are
i

fly outweighed in the publie interest by its probable
% eeting the convenience and needs of the commu-=
yegdfootnote712U.S.C.81842(c)(1)endfootnote)

Wells Fargo competes directly with FCCC's subsidiary
banks in the Brazotia, Grimes County, Houstom, and

%%-hﬁﬂéiamaﬂp JaRAskS. d‘é&b@ﬁt&@reﬁﬁﬁﬁuﬁ%ﬁoﬂﬂlﬁftelﬁ
T AReresnt cehsthamtattbn2 e unt ‘pfro‘fﬁ%‘éiitmﬁsi ’FHfgg
QRO (RS IRSTHY GRS 1A othE RIAIRI(GiSialEaaliPRATHS h
Walls, Ra9RomRERIRSy SURS Biahp pREROSIREYy 93t B tiaNoi)
FhitteepiasHAings hRentd &AgRLRHHRiAUMerous non-
banking activities that are permissible under the BHC Act.
FCCC, with total consolidated assets of approximately
wiu%%y@sthe 76th largest depository organization

in Texas, controlling deposits of $446 million. FCCC oper-
ates subsidiary insured depository institutions only in
Section 1), gh 0 BElfo Ak allaws s, Baardvia 2PPioys
b ARPHSALAR Ry 1% r Bamk o £Q1ding sFOMPANY A9, ARINITR \
e‘fgqggl c%%ti‘oh@ﬁ& (]J‘Bﬁ%tﬁ?s i %p%%%ﬂ‘?&f‘éwhﬁ?g téleoﬁgg}p acteristics of the markets. 2004, adjusted
SIRIRrPFepyeks bank Dolding company ifpperigin conditions  toreiiaghiisigntiRed aauistshsdRuanMaY dOndfRennd o
arenmad{fo dioo ipdAsecholihgcBipanystoniastiisistaestate of Ca'%ﬂ”ﬁf@d@ﬁ%tﬁﬁéeﬂi@'ﬁdm@mdﬁlﬁ%%5 aeingpdpd ot
Wells Fargo is Minnesota, and FCCC’s subsidiawhishitke 50 percent. The Board previously has indicated that thrift institutions
totaldepssitsof ial 'Foksidiary banks of the company were the largest have become, or have the potential to become, significant competitors
onRuked, 4966 rov tbedate on whichithe campanydenamadibank of commercial banks. See, e.g., Midwest Financial Group, 75 Federal
Roliing compananviichevanisilatertie Bes &l 884 a)4)(Ghend Retapte)Bulletin 386 (1989); National City Corporation, 70 Federal
conditionssrpariiesessefidha-GiiGiostehenbamal siateepf  Reserve Bulletin 743 (1984). Thus, the Board regularly has included
WallS @3re® dseMIPIEsAles ARd kG G 'thisubsidiary deasgs thrift deposits in the market share calculation on a 50 percent weighted

ﬁﬁgll_@q@iﬂﬂghﬂﬁﬁ&é@&!@@%&@%ﬂ%@@&f@@@@érmitted basis. See, e.g., First Hawaiian, Inc., 77 Federal Reserve Bulletin 52
the Board considers a bank to be (1991)endfootnote)theconcentration level of market deposits and

located in the-statesifrwhich the bank is chartered or headquartered or ~ the increase in this level as measured by the Herfindahl-

operates a branch. See 12 U.S.C. 8§88 1841(0)(4)-(7) and 1842(d)(1)(A) Hirschman Index (""HHI") under the Department of Justice
and (d)(2)(B) end footnote) Merger Guidelines ("'DOJGuidelines")(footnotel0

Based on a review of all the facts of record, including a Under the DOJ Guidelines, 49 Federal Register 26,823 (1984),

review of relevant state statutes, the Board finds that all the amarket is considered unconcentrated if the post-merger HHI is less

conditions for an interstate acquisition enumerated in sec- than 1000, moderately concentrated if the post-merger HHI is between

tion 3(d) of the BHC Act are met in thiscase(footnote6See12 1000 and 1800, and highly concentrated if the post-merger HHI is

U.S.C. 88 1842(d)(1)(A) & (B), and (d)(2)(A) & (B). more than 1800. The Department of Justice has informed the Board

Wells Fargo is adequately capitalized and adequately managed ties a bank merger or acquisition generally will not be challenged

defined by applicable law. FCCC's subsidiary depository 'nStltéié:;@ absence of other factors indicating anticompetitive effects)

San Antonio banking markets inT¢xasootrioteBihast has
haviingaatketsarapleseiined ffodppeddixodang feathote Phiot of
these banking markets in light of all the facts ofBeasgd hhs
peicteovealrthhec Boped thve edasidaictheher epasdleinofachraf
peasenartking woalketeeinalighinotial| bhekness afarkessd.the
parittudashatis Boaschhdsposnsitietkeh by Misitneiossm
pedi fansk et ‘Wiaulde T 8815 141 ) tenirailed & yVekR Farthe
telativectareh ot tatatnienasitslévdleppsiamei théfutionsaria
the mrsikelse (i eticeledenositsnt arirbo lisd tne Wekls ricarign
PeShata ol pedetedDenpsitandmar ket inepdataakeaself Tustice
M&%%Guidelines (“DOJ Guidelines™) and other char-

have been in existence and operated for the minimum perioch : . :
required by applicable law. On consummation of the propos ﬁl gIEpost merger HHI is at least 1800 and the merger increases

Fargo would control less than 10 percent of the total amount of & osttsPyfmore than 200 points. The Department of Justice has
insured depository institutions in the United States and less stated that the higher than normal HHI thresholds for screening bank
than 30 percent of the total amount of deposits of insured depesjées or anticompetitive effects implicitly recognize the competi-
institutions in Texas. All other requirements pursuant to SeGH@MN.REE of Ijmited-purpose lenders and other nondepository finan-
of the BHC Act also would be met on consummation of the Prpgs gn&]}g}ggn?#gg

Accord- SULILIONS €
ingly, in light of the facts of record, the Board is permitted

footnote)and other char-
acteristics of the markets.
Consummation of the proposal would be consistent with

Board precedent and the DOJ Guidelines in each of these
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bankingmardis(footrolied1 Thastfactsativepropdadatoptigposal,
anceRtration ofrdarfdngAntonio banking markets would

In evaluating financiall factors in expansion proposals
by banking organizations, the Board reviews the ffinamcial

resaurcapirthese bankinganarkeid are deseribedd A ppendizoBditidd adtroiejrganizations involved on both a parent-

ton banking marketsAftarlCoemuaimiighiy ebiibenprapdsals
theaBuazbiig thedHBAN Antoadh dfadkéntnumbeitdtingmeid
kemithansiekatedyicanaekdntethcend thio o imasdabd soal;
tonl hankbrgun axkelscwoukdwemal rehighly concentrated, as
meRBrBXEdy tthet-bif Tlestiateli2Analysispithaitatstatetailed
review of the anticipatedankingenarket égfeased on the Sim-

mary 6 $aepeails fasJues 32004, Bithedt the adjusisaeninaellacted

in theBeatshoanalyeis if hetHodstortivacketsir Affidulongan Ghase
Q0rkedesnl ResepeiBulietin 303, 85k:(20014hakfisueh agiustoneris
weRIRste, ta e denasipdatediob thkinustondhrniingmaskebeb
maykelweulghbe ppeaeiaiRly Goreaniiated ancansusmation;of the
REopRsprepbdaptnote)in each of the four banking mar-
kefBatbe HiLEEREReIPa B3 IeFeRnac Rl ROArW e HE IRRISAH
ABHSHHRARRNT COMRRLIHSHWOMIdviAMAiRot have a signifi-
califp RERALEERLOF JHSUSEALSRRRS SPRALERd B sletailad
ROHRY 1B QNTIE IRARRSE ARMBRH BRIa eI Alethey Rige
poeak #adohagnadyisedc thenBRaEdathatigoss ummaY asther
Hog-praRosahivRy  dnagt dikeky. havend i omificantly adverse
E1ERSoPERMPEHE 980 4RdaRYs 'SAEVAT ARG BiArkat R
90 s ARPEORKAIRnPARKING,pRgEaFies have been

afforded an opportunity to comment and have not objected
to the proposal. ) ) ) )

Fingaeit oV geriets 01 oo HE WY ot St that
consummation of the proposal would not have a signifi-
osistip Tadvefsthe tRidCon eb Arstitranths Rtk e grRanidsr
thsnlidransioh Al TRBAPSIAhETOHFASSIHG AR PO VDRSS
Weths arghuHes PO clnniiery dnridiicns ilndaY einkh
tereRERPBaRKiABd nrsHtain QebSFdbISTViRaY fastons- the
RVIS BINR DRSS the B dhsab aetdr hih S pidcEsth faniong
pbheidbingsns i depiddidRpalithoisprdwanation and other
FupenciabryMategeriglon dnonbuperpisanyry fedosidesatisate
SeptionsSrofothth b aAich tegis resv dhecB dar dhto peopsistdr
Trige fivaneiphisocharaoagsiidireesputdes and futtee prAspesEs
ghdheidompanieni endcdeperitesyretnstriitionstHe yrysskdn
thel piopesakicnreeitiia WihWeldypeivisory IfaekdsioH)
tRYiBYhRd kaeseofaeines WighRbardiiias emgidarednamnng
othere tingenconFrdpOtal T aperyyiohayas Ravanet Wiles
Fupgoriserydinfenmariensiramdhp prknarAfedewl- dnstate
SypaRY iFRrEs 0K RO IDARBATIQNWPVDLYSE ) HiRi PFORO6ak
JinssReard ek dias considered publicly reported and other
financial information, comments received on the proposal,
and information provided by WellsFargo(footnotel3

A commenter criticized Wells Fargo's relationships with

unaffiliated payday and car title lenders and other nontra
providers of financial services. Wells Far_cio_represe_nted that fsfeRsmentsa i
> C g f ilities and in other ogd
business relationships to unaffiliated consumer finance businggs
which may include payday and title lenders. Wells Fang]o sta
does not participate in the credit review process of such len L ]
. present, warrant, and ca@RaMAIN 10 105 SIRRS Y HIRRIANSHOMDA LR
to Wells Fargo in credit agreements that such entities have ang wil
comply with all applicable laws in the conduct of their busin

acted as a lender or provider of credit fac

customarily requires the entities to re

footnote)In
the Board has consulted with the Office of the Comptroller
of the Currency ("OCC"), the primary supervisor of Wells
Fargo's lead bank, Wells Fargo Bank, N.A. (""WF Bank"),
Sioux Falls, South Dakota (""WF Bank"), and FCCC's
subsidiary banks.

addition

only and consolidated basis and the fiimancial condition
of the subsidiary banks and significant nonbanking opera-
tions. In this evaluation, the Board considers a variety of
areas, including capital adequacy, asset quality, and earn-
ings performance. In assessing financiall factors, the Board
consistently has considered capital adequacy to be espe-
cially impertant. The Board also evaluates the ifinancial
condition of the combined organization on a pro forfa
basis, ineluding its capital position, asset guality, and earn-
ings prospects, and the impaet of the proposed funding ef
the transaction:

Based on its review of the fiinancial factors in this case,
the Board finds that Wells Fargo has sufficient ffinamcial
resources to effect the proposal. Wells Fargo, FCCC, and
their subsidiary depository institutions currently are well
capitalized and the resulting organization and its subsidiary
banks would remain so on consummation of the proposal.
The proposed transaction is structured primarily as a share
exchange.

The Board also has considered the managerial resources
of Wells Fargo, FCCC, and the banking subsidiaries to be
acquired and the effect of the proposal on these resources.
In reviewing this proposal, the Board has assembled and
considered a broad and detailed record, including substan-
tial confidential and public information about Wells Fargo,
FCCC, and their subsidiaries. The Board has carefully
reviewed assessiments and examinations of the organiza-
tions’ manageremi, risk-rManagement systemms, and compli-
ance reeords by, and consulted with, relevant federal and
statesupperisersfootnotedditisinchidddeansuialionsnsidered
Wlﬂﬂ]sr ang ﬂﬁ?@s&@?@ﬁiﬁkﬂﬂ@ﬂting the proposal, includ-
Rieraight putbenityrfarc el lsFarao s Henrhank.cansumer
] Sibrecord of successfully integrating acquired
sidirniesanchtheaprIapiaty funcdianal regulators of Wells
Fargo'gvaluating the managerial resources of a banking
secuiiissclslteiasiviiess RO PRGRNARIGIE Mo the-BratiBas
assessments of an organization’s risk manageﬁf@?ﬁi—d—eﬂ?ﬂ
Wellk FAIERY Bfofik foFdMMRIAMEA B HIRIREPRASEE RS sk
987 RARASeHNARGIaRIA My IR CARSUMBIRHAN a RAEIRE
R RARY 8608 A Svesesshe s aTalinthe dCAYifRE

YRS ANGJHEXISPRG AR AHPBFtant  As part of an
applopvatuating e dPanage 18l stesouaes mlad Rapdng

ditidHaR AR Y BREAAIHGN, PYARRARAIN SheBaRLd defs

Ws.08 APepIganialion:s GiakorRRagsmentmipal
b iy 6%, ArRRRiZAY 08 choas o liestersnand
 MANACAMER 10 ISR RSAUEE  RRLOT ARG B0N:
T alariactoss all bYSInsss ANe s ColpswEs lings g&tta%

88 CI-
nReVAgiens (o Bank Halding Gamnany, Rating System,
e A RegIR I A ROD I %%?ngog)égranﬁ?” of an
appropriate risk-management system,“the Board expects
each banking organization, including Wells Fargo, to
implement and operate effective, enterprise-wide compli-
ance risk assessment and management programs and inter-
nal audit programs to identify, manage, address, and moni-
tor the risks of the organization's activities. As part of
compliance risk management, banking organizations oper-
ating in the United States are required to implement and
operate effective anti-money-laundering programs.
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In this case, the Board has considered the existing com-
pliance risk-management systems and internal audit pro-
grams at Wells Fargo and the assessment of these systems
and programs by the relevant federal and state supervisory
agencies. The Board has also considered additional infor-
mation provided by Wells Fargo on enhancements it has
made and is currently making to its systems and programs
as part of the ongoing review, development, implementa-
tion, and maintenance of effective enterprise-wide risk-
fhanagement systems.

Based on all the facts of record, including a review of
the comments received, the Board concludes that consider-
ations relating to the fiimancial and managerial resources
and future prospects of Wells Fargo, FCCC, and their
respective subsidiaries are consistent with approval, as are
the other supervisory factors under the BHCAxt(footnotel6

A commenter expressed concern about Wells Fargo's and

A. CRA Performance Evaluations

As provided in the CRA, the Board has evaluated the
convenience and needs factor in light of the evaluations
by the appropriate federal supervisors of the CRA per-
formance records of the insured depository institutions of
both organizations. An institution’s most recent CRA per-
formance evaluation is a particularly important consider-
ation in the applications process because it represents a
detailed, on-site evaluation of the institution's overall
record of performance under the CRA by its appropriate
federalsupserisasfootnote21

Sesvateragensyrauestions apdwinspens Regardiogn Fran-
GOBINURIYornia, received an “outstanding” rating at its
performance evaluation from the OCC, as of October 1,
Reinvestmendg6drederaliRegister 36629806, 3663% tory
(R90Mx 4 fepintele evaluated under the CRA received

WF Bank's information, security Systems and cited a press report  eitMégloaiaadRaeTk oN-Ratisi¥forgankatfnds ht §/r ThdRt
describing ﬁ?@é”'fﬁ%’fgﬁc%%?s (f rﬁﬁ}n Bt Eontaining informa-  fiset ERIMGIBITASAEE VAN RHSIANHINGE RLing Bhuiks
tion relatln to .custo \%\ﬁgj o s subsidigries. Wells Fargo  psriprownsauYs) uptien, FrRom theQfved a8 ofaRatabeiyl:

represent 8Ct ab'i |§’ﬁ§f% o% EAGAIHARR ARy HerrSrieraaial ﬁf 2084 (oqnate, 22 4p 2001, F BaNKk CAMRS thelageshiation by
activity as r?&ﬁftéf"[ SsETRTEEN RN thiAt MGV et poRtta ﬂﬁ shDsskiary deRasitery 18, 2004  Wells Far Fgo has repre-

affected cust
ing and id&HtR

application
is making

B SLNTRREER A ??h?fﬁ%ﬁ?ﬁﬂo‘%r’é’&‘f b‘?}féé‘ﬁ‘%ﬂ‘dﬂ
{Fthett ifdtraRte aal bl e

ﬂ?&@@%&ﬁé@l@&ﬁﬁ&&@ﬂntﬁ%ﬁﬁahc%ﬁéntgwaps F
{OReA iForstioRCsd IR S| BRMRLh R REEY Aty ﬁé&%}ﬂ%
mee@@era@f'e Brnsk/ QSR

Ushitution of Wehls Eﬁﬁ@&ﬁ@&?fms depasi a%i%fﬁ In the
%%Hgﬁﬁ%%%%%%éﬂﬂéh%@%ﬂ%é weighled WE Ba

91nst1tut10ns on consummation of the proposal.
mance in California more heavily than its performance in

STV BUnK'Ed footathey areas

nigndbe alwtdleedsnimOonsigierationdich they operate,
&sﬁt;ucste& ofi (HhehBilrl 6a /A el degisiires dperBoandatnl conaides
the gpfrcisrofte R@pasaamdhe aapsieiiengensna paedsied
theocooamwit ties iisiarGeiyedrapertd dakedti@ogrubkedie

B, itCRverRbriatingihecavisewviore Hhap 98 percent of its deposits and
more than 87 percent of its loans were in California during the

Avaluatianaperied Wan Bebkuany 26:2084, MyellsFargastensolidated
16 adilts subsidiaryfdeporirorydnastittians, inckudingd@¢FsBank CA,

FREQIYS o pf it erplpyarbriipuiady, dapesiianyy Insttutigng

HRslas4Re.IGOBHRUNIty NREIDVRSIIRS RSSC RA CMefoatnatel 7

AP Sier§ 2004 atsemandignQielhs proposals

CRéheBUHF@h b ofpderabditnangiallySHRE BURIBHi RO Gied
Re&icquase Ananeirl (RINURROIMAIRE MRYIrdbeofradlt
86B9Rdialy thee pORR o AP MM HIRSnIN oYV INOBI 1t aYar8BeratR
FeEEtant Ik Breiisaie 49d 0N dRPRALIRR AN  eabIES
HshapRiRriateitRdeah fﬁ@’iﬁ'ébék'ﬁe AISEMARGREY HpHelse
ing tﬁé%@:ﬂ JRsEiIon 3 £aCOR O MERIHRe theasraait
PESER Worihg f]ﬁﬁ%l&%ffl%“ABtW“HNﬂB&Qﬂjg fex¢-weand
FH}%%raé%gﬂggg]‘in( &Mﬁlﬂlﬂﬁ!ﬂ@/bc{@%ﬂém' neVAKALRg

S&%%?i&%’ﬁ’ 4Rt 'Pﬁ%g&ﬁlcelﬁl?&ﬂfi@&@l@’ iR oRCABISECRIIAE ge
R-C. 82903 end footnote)

The Board has considered carefully the convenience and
peeds—factor and the CRA performance records of the
subsidiary depository institutions of Wells Fargo and

wilsh aeddnt WA Bamkiells Eargeacivitenthy BsalesC A
tea&ubsidiaryoutstanding” rating under each of the lend-
@%Wﬂm{i}uﬂg@@@wwm,WF Bank end footnote)

Examilfler®ddisi@imcAedls iy goxs el digivlisle ppsiieiy
institetionWihaganrre Rvatuaigr aHadep dite CMRAY tiRseNER
Bitles oM EHARBIAGONOLS kisEapiorss satinanat el roest
resent Giibrest folenans qevluatinns fasteateRaAmendixGk
lists the most recent CRA ratings of Wells Fargo's

CRA end footnote)
FCCC's lead bank,
First Community Bank, N.A., received a "satisfactory"
rating at its most recent CRA performance evaluation by
the OCC, as of June 18,2004(footnote24
In 2004, FCCC transferred the San Antonio operations of First
Community Bank, N.A., to the newly chartered First Community

FCCC in light of all the facts of record, including public gank san Antonio, N.A., which has not yet been examined under the

comments received on the proposal. A commenter oppos-
ing the proposal asserted, based on data reported under the
Home Mortgage Disclosure Act("HMDA")(footnotel1912
U.S.C. 82801 etseq end footnote)that Wells
Fargo engages in discriminatory treatment of African-
American and Hispanic individuals in its home mortgage

operations(footnote 20 A commenter included initscomment three standing"

individual cus-

CRA by the OCC end footnote)Wells Fargo has repre-
sented that it will implement its program for managing
community reinvestment activities at FCCC's subsidiary

depository institutions on consummation of the proposal.
B. CRA Performance of Wells Fargo

As noted above, WF Bank CA received an overall "out-
rating for CRA performance in the OCC's
most recent CRA performanceevaluation(footnote25The

tomer complaints concerning mortgage loans from WF Bank anhluation period was April 1, 1998, through Septem-
Wells Fargo Home Mortgage, Des Moines, lowa ("WF Mortgdge' 20, 2001. At the time of the 2001 Evaluation, WF
, a former subsidiary of WF Bank that became a division of the bank
in May 2004. The complaints provided by the commenter have been

forwarded to the OCC, the primary federal supervisor of WF

Bank SF had
sixty assessment areas in nine states (Arizona, California,
rado, ldaho,

Minnesota, Nevada, Oregon, Utah, and Washington), including
sixteenthatreceivedfull-scopereviewsendfootnote) WF Bank CA
received an "outstanding" rating under each of the lend-
ing, investment, and service tests.

Examiners commended the excellent lending perfor-
brahats diff i Emn Banon ) & kdwedsd | iRnetvn amd etbd gty ie lBank
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CA had excellent geographic distribution of small loans to

The Board reviewed HMDA data reported by the lend-

smallBussiessssgfootnote26Smallbusinessesarebusinesseswithgrossaimyg,alrbsédisaies of Wells Fargo in 2002 and 2003 in certain

of $xmilliorier tegsoSouhlthaansvib H3ainessesinindedsang avith
sigrigfinatremespitnef ddnesitlionconlkse st arsceithef Hacassddsy

nomranmarany ebidentialqropeniiel pidelasiifjacen cendiergial hog

tdustr idl dJoavE didfkothatdielped address a significant need
forExfaoiitite tepaieg ithalaWbriBankr&i damoostraiadite
signifigantresiersiendss Bairl T theoraedsmfyitdeasskss-
raent deds thseughoedabieunitysteyeato proenkdesdiog: dioey
faufetthat ATl Beadp€ feviphpetb addae $3 axsignificanduiesd
fhe affaidable hewrbag in California through its community
deplonmfnt leogingnidd BRIK Bahle commusnity clevalent
1eeB! gaes danaffondabimbeusngd IRJsashess eNindeas
subrestwiera fibihtgorgpevive tatalnd #3ddsroiline suikg
HReRNaiORrP8EI0they reported that WF Bank CA’s
inVRXAMEALr arkP B AR dacki Wife Barip&PatRfrdis @XseHAR!
ek a6 auabifiedh imestmests panskRatsctairthe dastt
BeRLT NG §HAHEONYarRSRGAI Y8s R NG NReARcRothE PRBKIS
36385HBERIn Areao mhAgHityERRVRI P M hv&efen A
{R¥ES R s ARch9RBhs A Y1EiESs NetPadnAfdsastuesaen iRl
éq;aﬂy;{ﬁ%r}gggmn the full-scope assessment areas subject
10 FRUIRV PTG WHER "RAPeRh Mk [MANCIRG Rf I TQE-
Fhles ROYRINGadt ELELEY ARY @&%@ﬁ&fqﬂ%ﬂ%‘&?ﬁ@% o
theseafisessiuentsareas sataledThEG2 dhaulling dviing e
ﬁ*H%ﬁ@?n&g¢8%ellver¥ stems included ATMs, banking
XD oottt BANGARBATKIY S
Yéﬁ%%t%‘é?%e[@%ﬂsaﬁﬁ?@%o%cfé&% Lyoal poriang:

Hé%éié?hlén?%éﬁéfgsgts&éﬁa%s Hihdastedadtatih B
Datiyg delivery systems included ATMs, bankmg

by phone or mail, and Internet banking. Examiners also
reported that Wells Fargo provided numerous community

GevalddiénDatpyierd bisdn LagnelingcRecaddeational com-

munity seminars.
CheHBdir A Hastaamfd Ravoheiddied tRedendling record of

Wel1Boangdds tarhfubtypudiiidesetnibatiensioly ¢dcondtiof
WrePeskhrgocomhighitef alddic, dasedeats areceivedodi20n8
grepasglorfedopumenier @llegedTbaseMGrg i\ dnfl G303
datg 1EPOFBAPABYRNY tedhe  HIVID AN or thiag SWVRIES Bstie
&otaddd UiS Gisdffiretses. 1€ntiMd by') diteatiée st fiango
20RgRsriN adisCHMIpatacy algpuingtdyirinatiae Afiitens
dMeWeHy  digoblispanaaciapplitasts (MWEertdithanmankets
Des Webied;alg®a, Finauekatiaticof WWIE Fhnigangial )
Biesaddaingsmhon, in subpidiaiy 10hdiMellsrdiaego thhat ds
SRS eHarpdnak it sy RIhme aleaddiger rEnste 1BaRIiHE
Welsieharapie sebmidientebankandndafbiesdprimeedending
rhorRelor 063 IMD0ahfuitherhitedsd sParadicoRisa
fRieNs Oh 008s HMEAS datiiitabdbsniteare dYpIepiTLS-
RASHIRS MR HRFSSsSa I fing RRCAUSPIMIGIAPFOPSFLitTe
RGkYs B INFES AT AeRies GRPHsAtIING Ao HivRarRROrtable

loans by African-American and Hispanic applicants(footnote

areas(footnta A8IHhesBoartheeHEVIENL 002tand @O bV ppdata report
agkhyontention that Wells Fargo disproportionately directs
Alafa/allsdrargo'sdendinghsibsidiasiesydnol odingAAin Financial,
inaCaliforniawamd Faxas anddertheMS Asshapcampiisethe major
assassmeppaeanal WE BarkdoAand \dellsFargeisadepository
ingtkutions in thase statgs, MMIDAargAotethdvfopkrot;ma7. For
WF Aaneialdndhe Texaadd$Asothe Byard's repiewsircluded only
2003 MMDAdata Mields Faigo'silepaing subsidtatianihat offered
WiIMBimedgage preducts in-Gatifesnia andelienasin2@02 and 2003
inelugiedsM¥l BankieAe\dpliskargoiRamkETexas Nefd- San Antonio,
JexagsWelsbangaBank MNeviadaohh Anal-as:Megasilevada; Wells
R0 Keneinos hngic rmﬁﬁmlg@aMénra iRedayVmMortgage
CWRRHINe biendersxh«Adthough ghm%c@mgaeaﬂnade some
lgansihatsauld he sonsideredsubpriniesdhese loans represented a
small Rertien, oftheir; leanportialios. kathedaAspevigwed, the
Bord:sompared ther Mmléem_ﬁg by, the W{E,Rrime Lenders
with.theHMPAidatake ys WhsFinaRgialinpd fogitnote)
exceededMhARAYSIHOTEGHMAR SlpiandRes Mofgsuepait
IQﬁd%?E*%”HP%@%W@Jésnﬁgﬁfls&sdf%e%&'Onaifﬁlé’ HAESIS
AEICAmE TiIERD tﬁ@cbéﬂé%%agwemew@mﬁe frigan-
R RN RESOSE0 defin N 3YE AGISRIAPALIRRRLE!N
Qﬁa'ﬁﬂspaa?ﬂ&c?ﬁtqlaﬁs&f o YHCARAANEBHGAR AORTHBRANS

?! 'HP%%!JPB%"@I@ o TDESADRERES 2450 Bs%&lﬂa@te\éfsvs Fargo

tal MDA -reportable loan 0r1

Qégﬁ%%&% A3 &”a?s&e &L cfbrlﬁlHH gf loans

El[g \5’:}@ |span|c orro €rs as compared

fg% e gsg%%égﬁegllegatlon
‘76{9%&;‘3% %Ei&%d &8{1“ 0
talned rom Wells Fargo. These data rep

registers that it
rf%%a%%gnd 2004 data

for lenders in the aggregate are not yet available. See Frequently
Asked Questions About the New HMDA Data (March 31, 2005)
available at (www.federalreserve.gov/boarddocs/press/bcreg/2005)
endfootnote) The2003 HMDA data show that the
WF Prime Lenders extended more HMDA-reportable
loans to African-American and Hispanic borrowers than
WF Financial in most of the MSAs reviewed. Moreover,
the data show that the percentages of the WF Prime Lend-
ers' total home mortgage applications that were received
from African-American and Hispanic applicants at the
WF Prime Lenders exceeded the percentages received at
WF Financial in all of the markets reviewed.

In addition, the originationrates(footnote30Theoriginationrate
equals the total number of loans originated
to applicants of a particular racial category divided by the total
number of applications received from members of that racial category

end footnote) for the WF Prime
Lenders' total HMDA-reportable loans to African-
American and Hispanic borrowers was comparable to or

@Rceeded the rates for the aggregate of lenders (“aggregate

2-Speeifically—thecommentersatlegationsarebased-en
HMDA data by WF Bank CA and WF Financial. The commegfgk ' 3 in most of the marketsreviewed(footnote31Thelending

cited Well Fargo's HMDA data for lending to African Americans an

data of the aggregate lenders represent the cumula-

Hispanics in the Los Angeles and San Francisco Metropolijanfatistiefhil financial institutions that have reported data in a

Areas ("MSAs"), in California, and the Austin, Dallas, El Paso,

San Antonio, and Houston MSAs, in Texas end footnote)

particular area end footnote)The HMDA
data indicate that the percentages of the WF Prime Lend-
ers' total HMDA-reportable loans to African Americans
and Hispanics increased or remained constant from 2002 to
2003 in most of the markets reviewed. The percentages of
the WF Prime Lenders' total HMDA-reportable loan origi-
nations in minority census tracts also increased during this
time period in all the markets reviewed.

Moreover, a review of the 2003 HMDA data indicates
that the WF Prime Lenders' denial disparity ratios for
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African-American and Hispanic applicants for the banks'
total HMDA-reportable loans in the markets reviewed were
generally comparable with the ratios for the aggregate
lenders in thoseanges@oothotad2TtiedenidbisParityraliceqlats’
denial disparity ratios for AfricatheAlamialcate fiorch Pasjeac

raciabgdiegeny (elgcrédsiaantAmerizaaPdivided by the denial rafe dos

whitke tenekFootnete) In addition, WF Prime Lenders'
demadhdisglarite rEIMDRordakri eanyA@ettadeardn Hiyraric
ipRlinantse deakeased lram a0 atitoR90rigimasnof dhd

lending subsidiaries, including WFFihanmel@lootn¥¥edts
Fargo Acgomseentet ¢hiticizet dhei coplemerisenticoapdicaeymdint
progetiviessafrapetis Edngosubsidisyeersgageddmgubpnireevdridial
ififridetindRigy and wdsek toe Boamewvithoutctpoaifiswlegatiarg te
cldsady ssrulihizsethe bdhpsimed gndiogdperatigysl pftdValIsHaiyelis
Tganasak Wetlsd-argd osigipaiensubgniiie gnertbagditades tHugis
Whhinarisial ansblslend-kinaheading: nbolerqusdqiritventutds brigi-
néwsesibnneligans thit anp Lindeinr iien Rndprecesseit throngh
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tions of the depository institutions controlled by Wells
Fargo or FCCC. Moreover, the Board has consulted with
the OCC about the consumer compliance records of the
WF Prime Lenders and with relevant state supervisors
about the consumer compliance records of WFFI.

The record also indicates that Wells Fargo has taken
various measures to help ensure compliance with fair lend-
ing laws and other consumer protection laws at all its

hﬁ&ﬁ%‘”gﬁﬁ Uit CRMRHANGS REOP AN UM e el
EBRAR o O1PRL&lfs 't:ﬁll([)ué'l‘? 903t E{éngr SRMTUES:
Eﬁhlc el ludes senior management rep esentatives from its
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Far and. Epr e” 3 dea%ﬁ oSt {ﬂ%t W
'flraéo anddl9 re cave n rhe(:jlﬁ dn% tt(r)n ?rllge% rlhe creHllt

P{ﬁg alr Ien al her consumer pro-
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ection” laws. ese air lending compliance programs

include components such as pricing limits, programs for
Sevonidesiovion CPMRPHALICal selinAt casp(ioatioheratngssis
of decision and pricing data, and comparative file analysis.
A | Brgirey hasecatidudaeorsgdered el iffel fdets o ptianck
iraihvidin ginerermnisl of examdinitign plodha R Avedisrds agidle
internal audit unit conducts audits for compliance with fair
Tending and consumer law that involve an independent
evaluation of results through data analysis or comparative
file review.

The Board also has considered the HMDA data in light
of other information, including the CRA performance
records of the subsidiary depository institutions of Wells
Fargo and FCCC. These records demonstrate that Wells
Fargo and FCCC are active in helping to meet the credit

needs of their entire communities.
Conclusion on Convenience and Needs Considerations
The Board has carefully considered all the facts of record,

including reports of examination of the CRA records of the
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institutions involved, information provided by Wells Fargo
and FCCC, comments on thepropgsadéfootnotedhlential
supRicosungnitef exprassad conteWidtiak thedéngpihaoisthe Bogrids
revieveof ite@Rposal ateghtivtlyiaffgeted ¢he cestomdrprotpekinslde
ticCand subgldivessbadkECOE Bodrdootnedeflean fireplial
pupatvisonydiekgronatinr, andiMbdllcyargd arphgns ftddnidles
prentuites GRA scateiiesk pol ibiesugtoceeitr e, Wedlprbgramarat
FCCC:s isuhsddhharyabesks. 1ol e Reakel notescthainiie ATTM
pesalorksddexitantktibeutviaitabilityc e Bakey oaf Deswing
progiectshand sesyiegsat ther ol amess el diselissearaboans
feCRoattcletshiiatu Becedsa e sspabelso iy andhtiand (A T
pehwenierRd dindemaidianking saidiche. BRBUIpAfBrieMiRw
ectielelirtheesoiskaaddiEpbherieasanisudisayssas RNNS,

tbat &Q@f@pﬁga@ciﬂdes that considerations relating to the
convenience and needs factor and the CRA performance

r?cor s of the relevant depository institutions are consis-
eﬂ’tlﬁvli’tﬁaglpproval.

Conclusion

Based on the foregoing and in light of all the facts of

record, the Board has determined that the application
should be, and hereby is, approved. In reaching this conclu-
sion, the Board has considered all the facts of record in
light of the factors it is required to consider under the BHC

Act and other applicablestatuigstfootiihte3bAnammepienval

is specifically wouastpshibatdhe EBoais holda bubWdibarihgas
meetiig eRdhecprandsak Secting drefeiheBH1Atdoss et rauite
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soryaeshorityy Undesiite rules, the Bovebalaoumayniwitsfistretion
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commenter's requests in light of all the facts of record. In the Board's
view, the public has had ample opportunity to submit comments on
the propuosat-ard; in fact, the commenter has submitted written com-
ments that the Board has considered carefully in acting on the pro-
posal. The commenter's requests fail to demonstrate why its written
comments do not present its views adequately or why a meeting or
hearing otherwise would be necessary or appropriate. The requests
also fail to identify disputed issues of fact that are material to the
Board's decision that would be clarified by a public hearing or
meeting. For these reasons, and based on all the facts of record, the
Board has determined that a public hearing or meeting is not required
or warranted in this case. Accordingly, the requests for a public

hearingormeetingontheproposalaredeniedendfootnote) TheBoard's

approval
is specifically conditioned on compliance by Wells Fargo
with the conditions in this order and all the commitments
made to the Board in connection with this proposal. For
purposes of this action, the commitments and conditions
are deemed to be conditions imposed in writing by the
Board in connection with its findings and decision and, as
such, may be enforced in proceedings under applicable
law.
The proposal shall not be consummated before the
fifteenth calendar day after the effective date of this order,
or later than three months after the effective date of this

order, unless such period is extended for good cause by the
Board or by the Federal Reserve Bank of San Francisco,
acting pursuant to delegated authority.

By order of the Board of Governors, effective June 23,
2005.

Voting for this action: Chairman Greenspan, Vice Chairman Fergu-
son, and Governots Gramlich, Bies, and Olson. Absemt and not
voting: Governor Kohn.

JENNIFER J. JOHNSON
Secvetaryy of the Board

Appendix A

Texas Banking Markets Where Wells Fargo and FCCC
Subsidiary Depository Institutions Compete Directly

Brazarién

Brazoria County, excluding the cities of Alvin and Pear-
land and the surrounding unincorporated area in the Hous-
ton Ranally Metropolitan Area (“RMA™).

Grimess Caowunty
Grimes County.

Houstary

Houston RMA, including the portion of Montgomery
County not included in the Houston RMA.

San Axmtomio
Bexar, Comal, Guadalupe, Kendall, and Wilson counties.

Appendix B

Markkee! Datta for Bankinge Mieviets

Moderately Concentrated Banking Markets

Brazarié

Wells Fargo operates the fifth largest depository institu-
tion in the market, controlling deposits of approximately
$68.2 million, which represent approximately 8.3 percent
of market deposits. FCCC operates the 12th largest deposi-
tory institution in the market, controlling deposits of
approximately $12.4 million, which represent approxi-
mately 1.5 percent of market deposits. After the proposed
merger, Wells Fargo would operate the fifth largest deposi-
tory institution in the market, controlling deposits of
approximately $80.6 million, which represent approxi-
mately 9.8 percent of market deposits. Fifteen depository
institutions would remain in the banking market. The HHI
would increase 25 points, to 1,279,
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San Arvonio

Wells Fargo operates the fourth largest depository institu-
tion in the market, controlling deposits of approximately
$1.4 billion, which represent approximately 6.8 percent of
market deposits. FCCC operates the 42nd largest deposi-
tory institution in the market, controlling deposits of
approximately $13.4 million, which represent less than
1L percent of market deposits. After the proposed merger,
Wells Fargo would rermain the fourth largest depository
institution in the market, controlling deposits of approxi-
fnately $1.4 billion, which represent approximately 6.8 pef-
cent of market depesits. Fifty-one depesitery #nstitutions
would remain in the banking market. The HHI weuld
inerease 1 peint, to 1,574.

Highly Concentrated Banking Markets

Grimess

Wells Fargo operates the fourth largest depository institu-
tion in the market, controlling deposits of approximately
$23.4 million, which represent approximately 10.2 percent
of market deposits. FCCC operates the sixth largest deposi-
tory institution in the market, controlling deposits of

Appendix C

CRA Performance Evaluations of Wells Fargo

approximately $4.9 million, which represent approximately
2.1 percent of market deposits. After the proposed merger,
Wells Fargo would remain the fourth largest depository
institution in the market, controlling deposits of approxi-
mately $28.3 million, which represent a@pproximately
12.4 percent of market deposits. Five depository institu-
tions would remain in the banking rarket. The HHI would
increase 44 points, to 2,408,

Houstom

Wells Fargo operates the third largest depository institution
in the market, controlling deposits of approximately
$6.1 billion, which represent approximately 8.1 percent of
market deposits. FCCC operates the 23rd largest deposi-
tory institution in the market, controlling deposits of
approximately $415.3 million, which represent less than
1 percent of market deposits. After the proposed imerger,
Wells Fargo would remain the third largest depository
institution in the market, controlling deposits of approxi-
mately $6.5 billion, which represent approximately 8.7 per-
eent of market depesits. Ninety depesitery institutions
would remain in the banking market. The HHI would
inerease 9 peints, te 1912

Headmg row column 1 Sub5|d|ary Bank
COIUIIIII Z L/FU'-\ RQLIIIU bUIuIIIII O UQLC
column 4 Supervisor end heading row
Subsidiary Bank1. Wells Fargo Bank,
N.A.,San Francisco, California

(now Sioux Falls, South Dakota)
Rating:Outstanding Date:October 2001
Supervisor:0CC

Subsidiar

Bank2. Wells Fargo Bank Northwest,

N.A.,Ogden, Utah Rating:Outstanding

Date:May 1999 Supervisor:OCC

Subsidiary Bank3. Wells Fargo HSBC Trade Bank,
N.A.,San Francisco, California Rating:Satisfactory
Date: August 2000 Supervisor:0OCC

Subsidiary Bank4.

Wells Fargo Financial National Bank,

Las Vegas, Nevada bRating:Outstanding
Date:March 2003 Superwsor OCC

Subsihiasyrda

MHH(EHER ACT

Wells Fargo Fmanma Bank SIOUX Fa

Sout%@1 a, Ratigg:Qutstanding
Date archi ¢ visor:FDIC

Order Approving the Acquisition and Establishment of a
Branch

The Citizens Bank (*CitizensBBakK}{foounstetCitizenber
Bank,idawhelyouanddthubditiarg of GjtjzensaBannder section

shares of Batesville, Inc., also of Batesville, which is a bank holding

company within the meaning of the Bank Holding Company Act,
12 U.S.C. 81842 end footnote)a state member
bank, has requested the Board's approval under section

18(c) of the Federal Deposit Insurance Act (the “Bank
MergerAai)(footnopeft2idss. Q151 828{e)endfodtnsta)tne the
liabilities of the Cpurc@ise thendssétBandthaSsunieF i
Nahibitieb Blartke dbavel@isy Olenghunfy Brabofst) MNitibirst
Batibiial Miankaian#omestArkanspanyCiti'Faist BiNdtiaisd
Ban kegndtedntan BdamdesArppnsea(footoptedidddrandisas
a branch of Citizeddr@aik2@liSauthtMainsStigeia CavefCihy
Peliadsk endvdoatnqtelRinzgns Bank also
haNeetesedhthprBpakdls Appramal iateRetate franah @3
apb@nahitgfuCiibenn Gankndussusy Yeesaciven i acthie
Federal Reserve Act("FRA")(footnote412U.S.C.§321

end footnote)

~Notice of the proposal, affording interested persons an
opportunity to submit comments, has been given in accor-
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dance with the Bank Merger Act and the Board's Rules
of i PiEx2A0AREAs requiired by the Bank Merger Act, reports
on the competitive effects of thdBanérddergarrdctqueeasd
trorthetlzo rhfreitidil eS edfitact A abtikey n@egenalveradregleshed
brearkirtfe abknitdds. Sthiss tyiorey GHneratoancthengbeviamd
bapking aagettaidBoatdbadicomsidsretiling apphivaciotss dad
akpiiedfagnd dheddosdd ihdiphonsi decethéherappticatibnis and
BhiiheMesisepfAecand irdight ofothenéabRYs. set forth in the
BaakebtargBafie! with seetiboodfliigtdRAsets of approxi-
maitizens] Ba kniwith tatalironsnlidated sassata afdagepoxi-
toaiel in$A 68 i itHom dsatiien 24tBolargasinin s ursso sieposif
{proATSIHIEPS 30T OARKANSAS, BRREN iRt dpPQRiffosies
appipyioriatied30$ Prviliantfoosnotednthisaentsd, dspogitory
proposal, Citizens BanfinstiBitiensinause cammeeial heanks:
savingsshaelss, apflsauings assosiationg. Repasik anddanking Gatpiaie
as Qi dypsia0 200 Ronking datare adiusted-iomeflect meroerand
aeqnisitiqnastivigpbinuabMayh 2095R3H Getno te) RaNGBRI kOIS

the state. deposits
of approximately $7 million. On consummation of the

proposal, Citizens Bank would become the 23rd largest
insured depository institution in Arkansas, controlling

hich represent less than 1 per-
cent of total deposits of insured depository institutions in
TieesBaak Merger Act prohibits the Board from approving
an application if the proposal would result in a monopoly
or would be in furtherance of any attempt to monopolize

the business of banking in any relevant banking market(footng%?

The Bank Merger A2 WSE. SrdBaBity (FHA)Boa fdotiiote)
ApproBank aNespesalAbhat akasuldrebiita iy Besksh foom
ppAtMing angroplesalntanking dreukstantinddy tlessaiticoms-

Although the Batesville banking market would remain
highly concentrated on consummation of the proposal, the
increase in the post-merger HHI would be consistent with
DOJ Guidelines and Board precedeat. Citizens Bank is
the largest depository institution in the market, controlling
approximately $291.5 million in deposits, which repre-
sents approximately 45.6 percent of marketdepgsiti(footnotel2
First NitizenaBanktiocseaastbits dhgrkeltshare hytipeningise\bie
market, wilt neysoRiaachespyecai2nayety kTiodiendoatnate)
Fdpseatianfrisithremallest slapesitosy inatitutiateiosihe
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aenrobiaendenosita il aRproxiRarty $EABWomU!ipereaRd
itgomititsshate waulsl ingrease RY @AGIdIEMereamags iy
¢f7aeemeant of market deposits. The HHI would increase

100Hp Bl d 4Ps0hhd DonMRiGRd iScheP TatsteRt thAitihdiRd

fpeidabipesal is not likely to have a significant effect on
FesdR ISR acorRidassaiaHiEIiaMer sShat dnfinate
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10Depgsitand market share data are as of June 30, 2004 end footnote)tHe OBIUIEHAN ﬂ’f kaé%g BRI Ilﬁ?é HER-Y I RRfH R

concentration level of market deposits and the increase in
this-tevelas-measured by the Herfindahl-Hirschman Index
(""HHI"") under the Department of Justice Merger Guide-

lines ("DOJGuidelines")(footnotel1UndertheDOJGuidelines,

a market is considered highly
concentrated if the post-merger HHI is more than 1800. The

SHESHh SRSy, r%ﬂ&%‘ﬁ%“*ﬁﬁ% ORI WRRTHHBR fEY
FBSU ROMCETTAM PR ey M HISe TEFRNICS dBniBstitiate oY R
kI DgC SRRERSS O ot ARKi AR E Sl Feant DAk g, fRarid
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and that competitive factors are consistent with approval.
Depart-

ment of Justice ("DOJ") has informed the Board that a bank merger

or acquisition generally will not be challenged (in the absence of other

factors indicating anticompetitive effects) unless the post-merger

HHI is at least 1800 and the merger increases the HHI by more

than 200 points. The DOJ has stated that the higher than normal HHI

thresholds for screening bank mergers and acquisitions for anticom-

petitive effects implicitly recognize the competitive effects of limited-
purpose and other non-depository financial entities end footnote)and

other characteristics of

the market.
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Fimanciah! and Manageeidh! CGosaiderations

In reviewing the proposal under the Bank Merger Act and
section 9 of the FRA, the Board has carefully considered
the fiimanciall and managerial resources and future pros-
pects of the companies and depository institutions involved
in the proposal and certain other supervisory factors. The
Board has considered these factors in light of all the facts
of record including, among other things, confidential
reports of exarnination and other supervisory information
received from the federal and state banking supervisors of
Citizens Bank and First National Bank, publicly reported
and ether fimaneiall information, and infermatien provided
by Citizens Bank.

In evaluating fimanciall factors in expansion proposals by
depository institutions, the Board reviews the ffirancial
condition of the institutions involved. In this evaluation,
the Board considers a variety of areas, including capital
adequacy, asset quality, and earnings performance. In
assessing financiall factors, the Board consistently has con-
sidered capital adequacy to be especially important. The
Board also evaluates the fiinanciall condition of the appli-
cant on a pro forma basis, ineluding its capital position,
asset guality, and earnings prospeets and the impaet oef the
propesed funding of the transaction.

Based on its review of these factors, the Board finds that
Citizens Bank is well capitalized and would remain so on
consummation of the proposal. The Board also finds that
Citizens Bank has sufficient fiinanciall resources to effect
the proposal. The proposed transaction would be funded
with cash on hand at Citizens Bank.

The Board also has considered the managerial resources
of the institutions involved, including the resources of
Citizens Bank on a pro forma basis. The Board has
reviewed the examination records of Citizens Bank and
First National Bank, including assessments of their man-
agement, risk management systems, and operations. In
addition, the Board has considered its supervisory experi-
ence and that of the other relevant banking supervisory
ageneies with the institutions and their records of compli-
anee with applicable banking law. The Beard alse has
considered Citizens Bank’s plans to integrate Branch and
its proposed management and te implement Citizen Bank's
risk-ranagement systems at Braneh.

Based on all the facts of record, the Board has concluded
that the fiimancial and managerial resources and future
prospects of the institutions and the other supervi-
sory factors involved are consistent with approval of the
proposal.

Comveniéonee and MNeoeds

In acting on the proposal, the Board also must consider its
effects on the convenience and needs of the communities to
be served and take into account the records of the relevant
insured depository institutions under the Cornmunity Rein-
vestment Act({' OBRAXY(fooCrintaidd BoSkC:82800etben: ‘satis-
endfeetnete)Citizens Bank received a "satis-

factory” rating at its most recent CRA performance evalu-
ation by the Federal Reserve Bank of St. Louis, as of
November 12, 2003. First National Bank received an “out-
standing™ rating at its most receat CRA performance
evaluation by the Office of the Comptroller of the Cur-
rency, as of November 4, 2002. The Board notes that the
proposal would provide Branch’s customers with access to
a broader array of products and services in expanded
service areas, including aceess to larger branch and ATM
networks.

Based on all the facts of record, the Board concludes that
the considerations relating to the convenience and needs of
the communities to be served and the CRA performance
records of the institutions involved are consistent with
approval of this proposal.

Estatliishineatnt of a MBuanch

Citizens Bank also has applied under section 9 of the FRA
to establish a branch at the Cave City location of First
National Bank. The Board has assessed the factors it is
required to consider when reviewing an application under
section 9 of the FRA, including section 208.6 of the
Board's Regulation H, which implements sections 9(3) and
9(4) of the FRA, and finds those factors to be consistent
withapppeyehifootnote1412U.S.C.88321and322;12CFR208.6(h)
end foonote)

Concllisionn

Based on the foregoing and all the facts of record, the
Board has determined that the applications should be, and
hereby are, approved. In reaching its conclusion, the Board
has considered all the facts of record in light of the factors
that it is required to consider under the Bank Merger Act
and the FRA. The Board's approval is specifically condi-
tioned on compliance by Citizens Bank with the conditions
irposed in this order, commitments made to the Board in
connection with the applications, and receipt of all other
regulatory approvals. For purpeses of this actien, the con-
ditiens and commmitments are deemed to be conditions
imposed in writing By the Beard in connection with its
findigss and deeision herein and, as sueh, may be enferced
in preeeedings under applicable law. The transaction may
fiet be esnsummated befere the fifisenth calendar day after
the effestive date of this erder, or later than three moAths
after the effestive date of this order, Hnless sHeh peried is
gxiended for geed cause By the Beatd of the Fedefal
Reserve Bank of St f-euis, acting pursuant to delegated
aHtheity.

By order of the Board of Governors, effective June 2,
2005.

Voting for this action: Chairman Greenspan, Vice Chairman Fergu-
son, and Governors Gramlich, Bies, Olson, Bernanke, and Kohn.
Bies, Olson, Bernanke, and Kohn.

ROBERT DEV. ERIERSON

Deputyy Seevetaryy of the Board
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ORDEHSS ISSUHD UNDER INWIRRAMATIONAL (1) engages directly in the business of banking outside of
BANKINGG ACT the United States, (2) has furnished to the Board the
information it needs to assess the application adequately,
Acrovaa Bami, Lid. and (3) is subject to comprehensive supervision on a
Tokyo, Jigpan consolidated basis by its home country supervisor
(12 U.S.C. §3107(a)(2); 12 CFRZL 24 }§e))ffodthetBoard
Order Approving Establishment of a Representative dsassessinthingesuprnvision standat, dherBoard congisla
Office ens. Rogng ihekfaators] e extendiewhiclutheltomprountry

ngIDQ’ZV(kS % ). The Board W111 con51der that the supervision

Aozora Bank, Ltd. (“Bank"), Tokyo, Japan, a foreign bank Fﬁ: r@ﬁ%dtﬂéeéﬂﬁﬁéﬁﬁf"tormg
y 8 n contr in sactIVItles
within the meaning of the International Banking Act % %I] g gfpgff fh%tﬂérﬂ?%ﬁa its

("IBA"), has applied under section 10(a) of the IBA hrti@g;zmdv fﬂ:‘C@ ‘aﬁéfﬁ?@ports,
(12 U.S.C. §3107(a)) to establish @ representative offiites iin tScmmm&ﬁWtSﬁjJre of such actlvmes This is

New York, New York. The Foreign Bank Supervision "léé@@iaﬁ"ﬂaﬁg @ﬂﬂf&ﬂal% g@égg% éthéiﬁ@éﬁ janship
Enhancement Act of 1991, which amended the IBA, pro- And 15ttt Ofe1en a0y ish

vides that a foreign bank must obtain the approval of the ?r@)lﬁbc@rv@g?aﬁdtﬁéﬁb‘aﬁwﬁr@arﬁemlg@p‘@%thﬁbar%@fﬁm|dated

Board to establish a representative office in the United cnmmlmldhnd sorrebmpavaltiei¢nfofonatipprtvad

States. lam& chﬁ'ﬂﬁ:b Nﬁcﬁﬂaﬂ@lﬁe@@ﬁ%tlﬁu})maawaw
Notice of the application, affording interested persons an anking activities

opportunity to submit comments, has been published in a gtﬁj}ge a5R 5; dar ﬁd %@ng%ééj acy and

newspaper of general circulation in New York, New York Tﬂmd%ﬁéemdt@mwdomprehenswe consolidated supervision. No
(New York Times, September 21, 2004). The time for fil- smgle mstnbte@ssaﬁnal Badlotmg@ eﬁt&mﬁy inforentihei Beards

ing comments has expired, and all comments have been ﬁ}ﬂ% aél?t’hd ng HReE Stan dar Bank also np];nogii%ég

considered. s HRaTISh, mf@f&la iRl S%%ﬁfsré ¢ Joohick
Bank, with total consolidated assets of approximately  tion saey@ly)sutraisvans it @@d}g«;@grt Raitc ﬁyamp@ﬁwmon

$44 5bidlibinffooinothtUstassothepedsetndikatad, datpareaddfink staWiiahdresqe: disensupetifsidrobte troinesc dhattrth a uaiptitiast
Manchis 200bengfoaifiofe)istiotald 6trviargesd hanjpointdapad. Baﬁfé"B&aﬂ' ﬁ@{q&l@l upgs virqeyriaene wie ko HiakcisotPReith

peoxl ddseratstaDgesid TipanciBaskrujeastés hoepatgisesend htﬁﬁtg i f#&gﬁéﬁ%@ﬁﬁg &ﬁ’aﬁ?ﬁ%%a %t[o%t{
tatbvb chiffices Qutsiiaglapars, BSsbubpenatesT dktatarePeakns @g gV SiRa mﬁoﬁm BRIRfinG Q6RiEY, BEEULTH ReSENVR
patipesedfiidesy ilYoBingtpesewdcstdube ane filakasthceBantis Bldclmam]i@l@ﬂﬂ)zba%HE INH ViR Rhdinisahe ddypuityekenpankises,

PropedeStddenn sk ioftiaerwnuddvinership firgt Lfficedpdie 87 FeparlsReservedBulletin-bRe (200 )a'rf@g sgRramstropaik gk
hisriteth SGéeberndeN TBcEquisiershii fooNaialBaokwas Russia, 82 Federal Reserve Bulletin 599 (1996); Komercni Banka,
i ’| establisheg in, 3957 Eh’ M Fugdo a.s., 82 Federal Reserve Bulletin 597 (1996); Commercial Bank lon
Qfdgiﬁ@llls as; Hi’ll 1881419 BURRALMUGOBAIK s |r|et§3 ederalReserveBulletin592(1996)endfootnote) Thisis
Banks Liowl wiaer the Nipponvzieait BarksHitd. an d;){ 8r ‘standard than the comprehensive, consolidated
mid-1890s aperated hath hankingokficespagdnenbanking subspdiatigésn standard applicable to proposals to establish
in thacnited Statas. w&ﬁ%w intervenad in 1A9%: U.S. bpsarehions agency offices of a foreign bank. The Board

siders the lesser standard sufficient for approval of
ViaieL10 sed and the government of Japan sold BankSSharesfggresentatlve office applications because representative

private ioyestarsepbe-ahangediRanksnameiReABaataBankytices may not engage in banking activities (12 CFR

bdeviceend exidfely anAOfRNtial customers ihiTHEET RA 211.24(d)(2)). This application has been considered under
Besskip TR HropssNCRnACwisitionsd-fot (sAcHigdtiamth  the lesser standard. _ _ _

GamaRslandsq Arldsarioximateivie peteant 19foBany's As noted above, Bank engages directly in the business of

phatesifoetpate ghearneeal partpgnaf Acquisition, CerberusAozorabankmg outside the United States. Bank also has provided

Under the IBA and Regulation K, in acting on af#% the Board with information necessary to assess the applica-

( Q%mgﬁjsbg,oz@rmﬁuogngmw Q%'?Efﬂﬂ% by 4 %g eathsr| Vce tion through submissions that address the relevant issues.
ent|t@§ﬁg@rqﬁg1%@m lﬂﬁ%%%ﬂ&hk&@féﬁ%ﬁ%rﬁ&gﬁ Hald: With respect to supervision by home country authorities,

ings, LLC, and Richter Investment Corporation, that hold interests the Board previously has determined, in connection with
of 49-percent26 percent, and 25 percent, respectively, in Cerberus applications involving other banks in Japan, that those
Aozora. These companies are members of the Cerberus group, a banks were subject to home country supervision on a
U.S.-basedinvestmentgroupendfootnote) Twoother companies, Tokionsolidated basis by their home country supervisor,
Marine & Nichido Japan's Financial Services Agency("FSA")(footnote7
Fire Insurance Co., Ltd. and ORIX Corporation, both See, e.g., Mitsubishi Tokyo Financial Group, Inc., 87 Federal
in Tokyo, each hold approximately 15 percent of Bank's Reserve Bulletin 349 (2001); Mizuho Holdings, Inc., 86 Federal
shares(footnote 4 Regional Japanese banks hold the remaining sharggeserve Bulletin 776 (2000); The Sanwa Bank, Limited, 86 Federal
of Bank end footnote) Reserve Bulletin 54 (2000); The Fuji Bank, Limited, 85 Federal
The proposed representative office would market Bank's Reserve Bulletin 338 (1999) end footnote)Bank is
services to existing and potential customers in the United
States. The proposed office would also act as a liaison with
customers of Bank and would conduct research on loan
participation opportunities for Bank.
Under the IBA and Regulation K, in acting on an appli-
cation by a foreign bank to establish a representative
office, the Board must consider whether the foreign bank
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supervised by the FSA on substantially the same terms and
conditions as those other banks. As noted above, however,
Bank is part of a larger U.S.-based fiinanciall group with a
complex ownership structure and is controlled by entities
in the Cayman Islands and the UnitedSSaseegfoddasteBon all
tbstabkisbnudnt of artepieskatativecoffikaeyitlineidcaise Byakiarid

its parenbpecnpanies tpbecnestbjeatiodhe Bankikolsingscompaink

&t acendtiefostnbte)Bapeded representative office, taRiall
theo tastseft teearatuit basueteacdeieispined that Bank is
sulljaetattiisupe iaatyr dratae Wtk iiakdsicnrbistent Wk
thel aesivitiasonf KNg deraposes . (e nysseysadive)offigel 2aking
o, 24coUDY theratyrg, esicbaRet vitteSaccount. The FSA
had e iéenstancarels sah BRI sECHON HeOp Hpd oAl
m&%l@;iﬁ[‘i@rbfﬁdéee 12 U.S.C. §3105(d)(3)-(4); 12 CFR
21 RGNS ISR i ACERHTo TGS
PRII0LRRIRCR [oricesiAMISBMmANG Rlcdhe drenwsed
[RRHESANMANMERRB Country, its overall financial resources,
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RSP RASSSt SRR sERIBHAEn0ETIGE. JAR0K (BRRRRI: QMR RhE
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15 11§ttgrngf\??n61¥01leasun I”e()r(llg Ul”teeSrrOEl'ﬂ Sy S ems 901’ %Hd
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ecuonrﬂ Ii%mcl gg:gm thutlons are reggw%
gsta%lltsﬂ mternlal é;ﬁlcl%é gr?cej( res (111 s ems [hthe
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et pp%xspﬁ'ogn 1 ria
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efo S and re%ula]yo s, that are
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tons, the re 1il tlon % 1sclosure in relevant jurisdictions

mon alﬁl eﬁn csot ance ) ¢
Wit Fespe %ré‘cgss %V?n §Fr%a SO BaRfL feo%%a%
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TREMR BSHR™S r%i O%at Be “]évuélwe &“*Peu%v
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RalPE AT RRE SRR %‘?Fafifiﬁféf 0 e %%le‘aesﬁlaﬂ
FMSFSR O ViR hsoHi At g ROk HPIdIRE
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E¥orde ¢bimsitierie Watnifeptioxising BhinghotninpmagRe
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necessary consents or waivers that might be required from
third parties for disclosure of such information. In addition,

subject to certain conditions, the FSA may share informa-
tion on Bank's operations with other supervisors, including
the Board. In light of these commitments and other facts of
record, and subject to the condition described below, it has
been determined that Bank has provided adequate assur-
ances of access to any necessary information that the
Board may request.

Based on the foregoing and all the facts of record,
Bank's application to establish a representative office is
herebyappiaved:{fooltateddppigvedbititdinsctorofilbeDiyision
information on the operations or activitdfsBafikBungupervis

siaffiidiBegulation ovitty thetcofawrrande di¢hB Gadkmabbiinse

purstarittrauthonity delégatecby¢haBioandendfootnple)sioolby
Bank or its affiliates with apptioeisiei didesalostageasss tlie
Bdéarthation requiite epaintiansnast aoiiy it ofikBarkrat s
iflietes aubspgeentythetdrtstewBhie Baaitbyabdityhig
apjioandarmIstian tpeeipcalipeviiidacee 680plgiesnby
ByBagk Wataffiliatendaviibnanptisatla tedaraloptipiasd the
Boarichi adh e qubigeteominatinparf anycinBeniis WtACtHas
ipdirReiantivities juhesddnitednitaletonppravak fuilis
ARAisatiRncalsdidd Ipest idalngond BossHd o AemMAPassE
By BanRoxithithesenmitians HReases iithinoReriRad he
aepstimants, madtida, thea P ass defifosedemti ProndtiHys
appbicat ﬁ@‘ggfé\q)ﬁwo The Board's authority to approve the

estgh “é%ﬁ@?n& ¥ed pursuant to authority delegated by

g{gmqir%@fg@gg}@mojgcgg@gallels the continuing
authority of the

State of New York to license ROBERT DEV. FRIERSON
offices of a foreign bank. The BAAIAS e rary of the Board
approval of this application
does not supplant the authority of the
tate of k to license the
%ﬁ%e@f FeniF Mo
eterms or conditions

8]9& Tpgrovﬁ_: pur ([ i,‘mOte mStos %grggch
mmit-

Range ol Estane, 0o fhilgemBank ™). San“ags° hile, a
forelgn bank within the meaning %tgg tr%ﬂ‘i‘ 'r?é“ﬂn?gggd
bl}g "))V\}?mrﬂﬁ)rllled under section 7(d§ of the IBA
2 US.C. 5 3105(d)) to egthlish; g braneh dnNew, Yok
Digwe; Xr?ﬂﬁn&fhﬁs F&f%“ﬁ%@“‘é Supervision Enhancement
Act of 1991, which amended the (IBAY R?Pvﬂf’%eé]a?ﬁ
forelen @@gbqgu%tmpbtaln the approval of the Board (l’c
esig 18%@@@98%%@%&4%% Sggtes
otice of the application affmdmaﬁﬁ[.ﬁqﬁtqpe&egrm By
MB@'&‘FH%F@&R@%Z@“ZM“ published in a news-
paper of general circulation’in News, York, New York (The
Deailly Newss, June 30, 2004). gtg%ggqaﬁ@hn&qﬁm

has expired, and all comments have been considered.
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Bank, with total assets of $15.4 billion, is the third
largest commercial bank in@hilié¢foatrbis Msedigatasreaddfy
farchilc2e05endfohtpoteyidesia whdtyy oibediing services
tber@hileandstabep b pieo eides raorar itso wE b ankieg tiseny B0
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statk ficaksedgedinsurgneeviokeradte fprdpmanhgerasch
anshildibenialfiredyisiery oseivic€ShilE hBapkoposeguabifgigh
Pepulgnbeatit fistopgtine-atitsidendbil & dgamiimaki Al TR
ParexBybpnking organization under Regulation K (12 CFR
21TB3(Pddposed branch would engage in wholesale bank-
ingl BasineRo A UNiaRCBneadd engage ihavivlasale dank-
ings businersfosuBagtonittrdpatinanpacantt Ippdios acsid
tisadiat aplditian: Fpenkisnticipatesighal it goRnaBeRdAle]
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catiiieythehRaoandRRoW alieRb Hshin: asting I0Nuad BBAM
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mOtﬁ? he IBA and

tially the same terms and conditions as those other banks.
Based on all the facts of record, it has been determined that
Bank is subject to comprehensive supervision on a consoli-
dated basis by its home country supervisor.

The additional standards set forth in section 7 of the IBA
and Regulation K (see 12 U.S.C. §3105(d)(3)-(4); 12 CFR
211.24(c)(2)~(3)) have also been taken into account. The
SBIF has no objection to the establishment of the proposed
branch.

Chile’s risk-based capital standards are consistent with
those established by the Basel Capital Accord (““Accord™).
Bank's capital is in excess of the minimum levels that
would be required by the Accord and is considered equiva-
lent to capital that would be required of a U.S. banking
organization. Managerial and other fimanciall resources of
Bank also are considered consistent with approval, and
Bank appears to have the experience and capacity to sup-
port the proposed braneh. Bank has established controls
and proecedures for the proposed braneh to ensure compli-
anee with U.S. law and for its operations in general.

Chile is a member of GAFISUD (Financial Action Task
Force for South America), which is an observer organiza-
tion to the Financial Action Task Force. Chile has enacted
laws and adopted regulations to deter money laundering.
Money laundering is a criminal offense in Chile, and
finameial] institutions are required to establish internal poli-

OISIders, ANQRGIOTher cjeg procedures, and systems for the detection and pre-
me country SUPervisors:

e ttow |ch the
% %aﬁ{gﬁ Eﬁﬁ{‘e ﬁa@gk‘, nas adeﬁi%%gtﬁﬁf’ 9gsdy %eésfr?ésrsngf"to”

vention of money laundering throughout their weorldwide
rations. Bank has policies and procedures to comply

n bawtmmiémmtﬁ@@gnaﬁma&qmbgmvmlts with these laws and regulations. Bank’s compliance with
Blda&mesmmmﬁmﬁmh\ reughsnegudarsxamieatignicaports applicable laws and regulations is menitored by its auditors

and the SBIF.

: LepdSBiat address the relevant iss es hip
|$ Qﬁﬂ@gﬂg&géﬁ ﬁ g?%\{}’ eosn With respect to access to information about Bank's
as determined;

€SCerve previously m connec-

operations, the restrictions on disclosure in relevant juris-

(iw) wenhm Ifh@mme bavrlad‘fmgrmlahrbpnkss Ilﬂn&tlate gbasolidalietions in which Bank operates have been reviewed and
relevant government authorities have been eommunicated
with regarding access to information. Bank has committed

%@e‘M@f [%D ioRithatper-

e&gg V“' %?H& ahehl 9§ PP & WQFld-
ﬁag@ %%sﬂﬂaffdén%tewgéleﬁpﬁaﬂ

i RS eup@wmﬁl@i\mdeﬂ@aﬁBIF on substan-

These are |nd|C|a of comprehensive, consolidated supervision. No
single Tactor is essential, and other elements may inform the Board's
determination end footnote)The Board also may
consider additional standards set forth in the IBA and
Regulation K (12 U.S.C. §3105(d)(3)-(4); 12 CFR
211.24(c)(2)-(3)).

As noted above, Bank engages directly in the business of
banking outside the United States. Bank also has provided
the Board with information necessary to assess the applica-
tion through submissions that address the relevant issues.

With respect to supervision by home country authorities,
the Federal Reserve previously has determined, in connec-
tion with applications involving other banks in Chile, that
those banks were subject to home country supervision on a
consolidated basis by their home country supervisor, the
Superintendencia de Bancos e Instituciones Financieras

(""SBIF")(footnote3SeeBancode Chile,90 Federal Reserve

Bulletin 550 (2004);

Bgisgacy affy make avallable to the Board such information on the

operations of Bank and any of its affiliates that the Board
deems necessary to determine and enforce compliance with
the IBA, the Bank Holding Company Act, and other appli-
cable federal law. To the extent that the provision of such
inferrmatien te the Beard faay be prehibited by law of
otherwise, Bank has committed to cooperate with the
Board {0 obtaiR any necessafy GOASEAls Of waivers that
might be reguired from third parties for diselesure of sweh
infermatien. IR additien, subjeet 8 eeriain &onditiens;
SBIF may share infermatien en Bank's eperatiens with
8iher supervisers, ineluding the Beard. 1A light ef these
commitments and ether faets of reeord, and subjeet to the
eonditien deseribed Belew, it has Been dstermined that
Bank has previded é&@QHQE% assuranees of aceess {9 any
neeessary information that the Beard may request:

Based on the foregoing and all the facts of record,
Bank's application to establish a branch is hereby

Banco de Credito e Inversiones S.A., 85 Federal Reserve Bulletin 446

(1999). See also, Banco de Chile, 80 Federal Reserve Bulletin 179

(1994)endfootnote)Bankis supervised by the SBIF on substan-



Federal Reserve Bulletin £1 Summer 2005

approwed{ fodthoteld Appravedibiytiedirentaraktie to informa-
tion on the operations or activiti&xvifiBaok BaakingStiperids
siohsangiRagulatioryfeith teéthonhariBoes dfsthebgbingrabcotlnsgh

United States, Bank has licenses to operate nonbank sub-
sidiaries in Florida, Georgia, New York, North Carolina,

and Virginia that engage in money remittance services(footnote

mfistanttioauthatitietaiégatad dycthBoarciempfoaivete)piRut® Bank dlvrspits pneaeyeiaritiance sulisiciariestthiduoRiaohsa
or its affiliates withanppibsitittiéedent scaesestotiafBonddxprestaolding kdet, Bhadtingeaanpany ongaiizes daxs Fladdas
tiery eadhiopanatioagcar attivities BhBankdand itsrafifitibelsin tuskisewnedibyrGapipoikinansierachicehddduida companmy

autisdciesnitlythintérfiecel Biittestha ppoavdlsoabhlikyipliohtain
informsatipacio ddterpomelianshedfoicecoonpiiaes by Bank
onitlistiadfebateivild iagibezbla flereoatistaduteshéheo Boaid
aytseiide teynHoaBionrafianyoah&uva svditechiy dpgiest
aetivitiesripidfisobinitet! thiatasibaptaved ebihisiapplicatiag
abdilsosReaiticalynrenditipeedonditeompliapescllybBank
Rishrdhi ceptlitions bopasedidn Wishorden iath iReahanawdi-
Sentarade tudhe Bagrdeieeroedtion prdtldhis capnhigar

gﬁpﬁ@gy]@tpawf he Board's authority to approve the establishment of thg

proposdidranshpacallplasheqopinging

Uligaedzedaia ha By itighcy ivginlislengscenehfoopiotentative
furhoproppsemieprrsenkstty eheffica vstiotentl Bhik asb He i
Haisobu bigtawse prBeidlk' s nheathatitficeci v us@ideras @iceris
Bxdstiegr apdopresperiye TUStomedsHivndandusasned buie
hinided oStaiesindheopfibetavondd cangage iin HepkeseRating
feostiensppleonnsatiofoiviiki¢heisat vifer efiBankd sotiwt
Bank RS Nesacdy ovi e HAMOGMBLAR . to customers concern-
inghel i AsCON Al abfRERSHyaR ddneaUbaRkoN et bYish
RinbasinesTHRINPRHL RS TEAsHAE ResiARdBAK, and

hevity e dheyStaterpbdiewnarphications WAk sXansi 885 gh ALt BNehIbes

trensderlicense 9Fliaeneha forrign bank. The Board's approvah@fidig seriisesainkaabl ¢faBRife outside of the United

application does not supplant the

authority of the State of New YOorkg@srrt DEV. FRIERSON
license the proposed office QbBaNK W rerury of the Board
accordance with any terms or

conditions that it may impose end footnote)

Bmmo': A %fo}n%sn?aﬁzt}oﬁ’m}gﬁggaggm
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Qudes Apring st o & RemeSbitine”
with its findings and deci-

Iggcgn%in%sngfé:r% c‘? et}gi:slni-?{)%%du %é% .q]“ aH#"

: : Provéeni 9?1 lér
';'?gﬂcc‘%%ﬁvﬁ?ndums, a ff)relgn bank within the eaning
0 ggeo ?rnaa&fq?glecpﬁq”m%ﬁ%t (“IBA’"), has applied
un rlsecuon O(a of_t e IB_A '1§th§,“§¥ §?%%@) ég
ﬁ?&a%'d%% Ae i@éﬁ%ﬂjﬂﬁé@@%@sm Miami, Florida. The
Foreigh Bank Stipervision' Enha | Aet of k29,
which amended the IBA, pf@gg%gﬁ ‘Egg%?k i g&ﬁﬁg@%
obtain the approval of the Boatd to establish a representa-
tive office in the United States.

Notice of the application, affording interested persons an
opportunity to submit comments, has been published in a
newspaper of general circulation in Miami, Florida ((Wiiami
Deilly Busiiiesss Reviewy, March 19, 2004). The time for
filing comments has expired, and all comments received
have been considered.

Bank, with total consolidated assets of @pproximately
$612millitin(footnotied Uintesshthergéseindicated datdareasdf in

%ﬁments and

Hecrinlber31j2004endidosnoth)idtisal d aurthréauge dtardamgmeecial

vices through a network of domestic branches bdnktlis

StdfeaCiing RAsanRRRICREIRN Iy AT6RRI0RHRATK R AREROHSH
Adensessntatiugsoftice HpPRLARRIBAland Ragulatien K)the
Ragubmusteeansiderendiether Re-Frigidndhank cbhsenaagss
dirgatlynin the bHSiness @ RaRKIng: autsids: of fhe United
§tates (R hasoferpished toyifis Boardribdatarmational
PBRLRIIP RRIASSniNesAPRLIFALIO%( 2fEAHAIENihan® A3
RUIBEL i1 CHEPLEheni e CSUREEYiskR) @) ponpolidated
B3gi94 ?2 .ST@@Sar&%‘ﬁfr(yonscil&%?rﬁﬂép[he@?pe&i&&q
SANAIAS el TRA M CRAGARORAAATSHR PR
SHRErYAsion St 9[’ {Beﬁ gr%&*?ll fPamework that is
0INANER AR NG FXIALAQ WRIGH A0S RYIEGAURLY
(,eég I&qgﬁét%to HG0 nt tl’(l]f: nature of sblch activities itori
s e Bt e b fring
(i) obtain information on the condition of the bank and its

audit reports, or otherwise;
(iii) obtain information on the dealings with and relationship
between the bank and its affiliates, both foreign and
domestic;

(iv) receive from the bank financial reports that are consolidated

on a worldwide basis or comparable information that per-
mits analysis of the bank's financial condition on a world-
wide consolidated basis; and

(v) evaluate prudential standards, such as capital adequacy and

risk asset exposure, on a worldwide basis.
These are indicia of comprehensive, consolidated supervision. No

single factor is essential, and other elements may inform the Board's

determination end footnote)The Board also may
consider additional standards set forth in the IBA and
Regulation K (12 U.S.C. §3105(d)(3)-(4); 12 CFR
211.24(c)(2)). The Board will consider that the supervision
standard has been met where it determines that the appli-
cant bank is subject to a supervisory framework that is
consistent with the activities of the proposed representative

rts,

Honduras and provides wholesale and retail banking ser- office, taking into account the nature of such activities(footnote
vices through a network of domesticbranches(footnote2 5 See, e.g., Jamaica National Building Society, 88 Federal Reserve

; re " " lletin 59 (2002); RHEINHYP Rheinische Hypothekenbank AG,
Corporation del Pacifico SA de CV ("CORPASA"), a Hondurag' A ;
holding company, is Bank's largest shareholder with a 51.3 pe gﬂﬁ@r&ﬁﬁgwe Bulletin 558 (2001); see also Promstroybank of

; ; ; : ral Reserve Bulletin 599 (1996); Komercni Banka,
:)?teiﬁzt 'gggﬂkf&%spﬁrﬁf‘ :cggagrlel)s“?wned by membﬁ:z a.s., 82 Federal Reserve Bulletin 597 (1996); Commercial Bank "lon

Tiriac,"S.A., 82 Federal Reserve Bulletin 592 (1996) end footnote)
This is a lesser standard than the comprehensive, consoli-
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dated supervision standard applicable to applications to
establish branch or agency offices of a foreign bank. The
Board considers the lesser standard sufficient for approval
of representative office applications because representative
offices may not engage in banking activities (12 CFR
211.24(d)(2))-

In connection with this application, Bank has provided
certain commitments that limit the activities of the repre-
sentative office. It has committed that the representative
office would engage only in certain specified activities and
would not make credit declsions on behalf of Bank, solicit
deposits on behalf of Bank, or engage in activities related
to securities trading, foreign exchange, or money transmis-
sion. Bank has also committed that the representative office
would not soliit business for or promete the services of
Bank’s U.S. nonbank subsidiaries and would net share
office space with these subsidiaries.

As noted above, Bank engages directly in the business of
banking outside the United States. Bank also has provided
the Board with information necessary to assess the applica-

The additional standards set forth in section 7 of the IBA
and Regulation K (see 12 U.S.C. §3105(d)(3)-(4); 12 CFR
211.24(c)(2)) have also been taken into account. The NCBI
has no objection to the establishment of the proposed
representative office.

With respect to the flimancial and managerial resources of
Bank, taking into consideration its record of operations in
its home country, its overall financiall resources, and its
standing with its home country supervisor, fimancial and
managerial factors are consistent with approval of the
proposed representative office. Bank appears to have the
experience and capacity to support the proposed represen-
tative office and has established controls and procedures
for the proposed representative office to ensure compliance
with U.S. law.

Although Honduras is not a member of the Financial
Action Task Force (“FATF'), Honduras has enacted laws
based on the general recommendations of the FATF. Addi-
tionally, Honduras is a member of the Caribbean Financial
Action Task Force and participates in other international

tion through submissions that address the relevant issues.
Bank has provided the following information regard-

forums that address the prevention of money laundering(footnote
M diendisamidaimgniber efrthei Quhatizationiof HmedicansStaing
ing home country supervision. Bank is supervised by InteraAiResicandquigeAhuse Cantigh Gommissias tiperis&iup o
the National Commission on Banking and Insurance CodtreddMonesht alk@erting: Hoddpras énelse partynterioe 1988dIN
(“NCBI™). The NCBI is responsible for the regulation and ConvgntionAggingithe dHicitdgafficof Neweties BagiEsyahoiwpie
supervision of fiinanciall institutions operating in Honduras. Subgianees, dhe-Wdkistamatianatfoonvieian Agapishdusnsnatione!
The NCBI issues and implements regulations concern- Orgamirechadmeaanthiheddblatermationalicomention fanthestup-

ing accounting requirements, asset guality, management,
operations, capital adequacy, loan classification and lean
loss reserve regquirements. IR addition, the NCBI has
autherity te order cerfeetive measuies, ifmpose sanctions,
and assufe management of a filancial institution oF ligui-
date it.

The NCBI supervises and regulates Bank in Honduras

lished antiPragsiey ahthedeinancing-olcTesrosism §ne feetnats)
Wieneyidewndering iisysetientanoafoensad-Honteiatonng
Bakscares lRpHiTed {0 sty sk iBieTnal ;ROLSIRR &R0 Re:
ltes F9inthe SRseetian AR RERNPNLOR 9k TeReYraKAdar:

iBgéfortoqted 182007 degislatiomas epastashiasyeRgthsrbeanti-money

lapelering feHBIg{B Honduras. Among other measures, the legis-
latigp;expangre the, dgEinition o ATepaYalauRderiNg asikeratirsed

through a combination of on-site examinations and off-site €NTAIEMEAE andERIARHRNEH aifivansialdnipiigensauniHiHUAdhS
monitoring(fo6inataé Exalawsgovarming kankisupedvisionin HorRIRETA0RAEH oIS IATIRAy AL P IUIALRRATGHHITR1 O3RKS to adopt
aneinlneagiofand cover capital adequacy, asset quality,  SBOMNPKECURHMRELONICIER FRROM cSHSRIGIAWS (dHANRAM
steangtheningdbheJawiwas eroended liqSaptenabar 2094 to m@ [RRIVRHD SREQHS (DFCAANI W PRI [T R
brnksdoabtaindhepriar autherizationoMNENGE tasestabl &msdiA]182ANs AMAHERNG (oPAIICBS aANdudaSROMESS-
foreign apecations-and ta4apantisiantbly-tadheNGBAn thelisBEMARL A5 dNe; BRRIBMBNIAK O Pla kPO Y9 WintHFIAMES
tionankhie NGBl GeatinuastorBIkteobtrimadsitional legiskieE I RRIGIO U ALY (SERAHNG Y AReAUreSr L I

wauitalow il supefvisenankponsa fully.qensalidatad ba

is also part oPMhsitaRXANINLIPRSCESS AANGHALRDbOTOR)
anouad gzq%taﬂquﬁgyﬁr capital adequacy, asset quality,
prafifability, Admsishativer edlisienavcligiitityheaBdneeim-
phianse proiddle v alfi nEsassaTy. ibe MGBhcsans ale
pEOFYSEASHARER, RaitB oramiRaiRned B BimERnitwing
of Baglpisansyciesivviiia NER | ishrounhisibis: reviewas
ERAHITEs PR %r@@%s@éﬁf@iﬂ&s&%@@tﬁ% Gﬂﬁc@st%ﬁﬁlgaﬁﬁﬁ
i@bshdd Rfnihe GuRsEUisetw RiQeess and must be con-

ducted at leastannually(footnote7Theexternalauditingfirmmustbe

approved by and registered
withrthe NEBI end footnote)

Based on all the facts of record, including the commit-
ments provided by Bank limiting the activities of the
proposed office, it has been determined that Bank is subject
to a supervisory framework that is consistent with the
activities of the proposed representative office, taking into
account the nature of such activities.

REHIIA R IR SR RIRR Al AL S Sshs naudip
Y56 "GY M R PHAR S R p RAMEETRRIRET F9w PSRN
g)&@ﬁy tfﬂf%%rﬁ%vision of such information to the Board
may) B AR5 IO OIPREQD PARARKS IPRAEAS
ES B S UHSHANR @Y “l%?%%%?&h‘ie’e_ NANTYT ssdiGtons
bt Clhy %Té(ce"s%%rr_%_teéoﬁ%&? S0 SR pap dn{lggﬁ%’ s
government authorities have been communicated” with
regarding access to information. Bank and its parent have
commitied to make available to the Board such informa-
tion on the operations of Bank and any of its affiliates as
the Board deems necessary to determine and enforce com-
pliance with the IBA, the Bank Holding Company Act of
1956, as amended, and other applicable federal law. To the
extent that the provision of such information to the Board
may be prohibited by law or otherwise, Bank and Bank's
parent have committed to cooperate with the Board to
obtain any necessary consents or waivers that might be
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required from third parties for disclosure of such informa-
tion. In addition, subject to certain conditions, the NCBI
may share information on Bank’s operations with other
supervisors, including the Board. In light of these commit-
ments and other facts of record, and subject to the condi-
tion described below, it has been determined that Bank has
provided adequate assurances of access to any necessary
information that the Board may request.

Based on the foregoing and all the facts of record, and
subject to the commitments made by Bank and its parent
and the terms and conditions set forth in this order, Bank’s
application to establish the representative office is hereby
approwest(fooBiataild Approved kyibadivectar afdhe D ivitionol
tion on the operations or activities of BankBanking Siufpérs
MisiontandsRegedation] yithdheceeneyttente df shedjenatsl iguro
obsth pursanhtivautbatiy felpgated Dy ieBoardngsa dace By
Bem(d 1z )endfopinateyBino ultfya rstiictians ontaceesIhio
Board may require or recommend termination oinf@fmaf
BankoR dieapanationgirettagtivitinesofn BarkUafitady Seftdts
alfpraieslsopeRrveppNC S HfaTeowiteptaetR ARk L Rbitibada
shtebnipfrrneation BARtEHAING P QIER ¢CREBHAARSORY
Bapksad iis @il ias Witk @Rl iablgifadate) slatides the
Beard MaoRek HiBnOw ieC TMERSti EatBnati g ohudpyses
Bankis dieefinanchdBdiresmastMbass indhe cdpirtbmiatae
ARl PHEEARRISAL GabR i 11PeeHIRRL Y P ARdiBieRsd
A SHRUABEE W HBAR KA AR B PRI Mcyéih thedcond s
1RRPBRMRoFRI RROSFoaBEAHE s GRARY Hﬁ%ﬁ@aﬁ’@qj@v@ the
Boged dpaepnassHNLYY Bl dhisaPRYCATAB Iam&eﬁ@%&wd by
iRe3qad’s ggtxﬁglagg’r@%y)e establishment of the
proposed representative office
parallels the continuing authority ok the:rr pEV. FriERsON

State of Florida to license Ofﬁ‘é%ry Secretary of the Board
of a foreign bank. The Board's

approval of this application does not
supplant the authority of the
ate of Florida or its agent, the Florida

of Bank in accordance with
n\thieriviaaecatditions that it may

impose end footnote)For purposes
Barl s DG ARALTHIRGIAS, N
Stegtieen, P. Thomess, Many Betth Troofd, conditions are
W6t O GRHL O BHitRS® 3 nifincon,

Hentdeer! PHillipss, Lloyet] Plidligss, ﬁ,,w”mg@y&the Board
SRR P Tl PN, S

Ward
o W e e,
VTG R Gl v Tl A,
By order, approved pursuant to
- authority delegated by
the Board, effective April 20, 2005.
ROBERT DEV. FRIERSON
Deputy Secretary of the Board

Cuvveantt avid! Fovmeer Instiitrigon Afflliaédd Fraties
Firstt Westenn Hamk,

Cooprer City, Hiionida

(Statee Membker Homk)

Docket Nos. 99-027-B-1 (20)-(41),
99-027-CMP-I (20)-(41), 99-027-E-1 (20)

Finall Dzecigion

This is an administrative proceeding pursuant to the Fed-
eral Deposit Insurance Act (*the FDI Act) in which the
Office of the Comptroller of the Currency of the United
States of America (“OCC") seeks to prohibit Respondent
Carl Thomas from further participation in the affairs of any
financiall institution, and to issue civil monetary penalties
as well as cease-and-desist orders against all Respondents
based on their conduet as institution affiliated parties of
First Westerh Bank, Cooper City, Florida (the “Bank”).

Upon review of the administrative record, the Board
issues this Final Decision adopting the Recommended
Decision (“Recommended Decision” or “RD") of Admin-
istrative Law Judge Arthur L. Shipe (the “ALJ"), except as
specifically supplemented or modified herein. The Board
therefore orders that the attached Order of Prohibition
issue against Respondent Carl Thomas, and that the
attached Cease-and-Desist Order be issued against all
Respendenis. For the reasons set forth in this Final Deei-
sien, the Beard has determined te withdraw its assessment
of eivil menetary penalties in this ease.

I. Procedural History

On November 22, 2002, the Board issued a combined
Notice of Charges and of Hearing, Notice of the Assess-
ment of Civil Monetary Penalties and Notice of Intent to
Prohibit (the “Notice™). The Notice alleged that Respon-
dents willfully and knowingly violated the Change in Bank
Control Act (“CIBC”), 12 U.S.C. § 1817(j), its implement-
ing regulation, and an order of the Board when they
acquired control of the Bank through a serles of coordi-
nated purchases without obtaining the Board's priof
appreval. The Notice further alleged that sueh actions
resulted in fiinanciall gains and ether benefits to Respon-
dents; invelved persenal dishonesty en the part of Respen:
dent Carl Themas; and were part of a patiern of miseen-
duet with respeet t6 Respendents Carl Themas and Stephen
Themas.

The Notice initially was issued against 22 individual
Respondents. Shortly after receiving the Notice, four of the
named Respondents settled with the Board by agreeing to
enter into consent orders. The remaining 18 Respondents,
who appeared and have participated pro se, filed answers to
the Notice but did not challenge the allegations set forth in
the Notice.

On September 25, 2003, Enforcement Counsel for the
Board filed a Motion for Summary Disposition, sup-
plemented by evidence submitted on March 5, 2004. On
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July 30, 2004, the ALJ issued a Recommended Decision,
advising that Enforcement Counsel’'s Motion for Summary
Disposition be granted and recommending the imposi-
tion of an order of prohibition against Respondent Carl
Thormas, as well as civil monetary penalties and a cease-
and-desist order against all Respondents. Following the
filing of a so-called "Affidavit of Proof”’ by Respondents
and a response by Board Enforcement Counsel, the matter
was referred to the Board for final decision. 12 U.S.C.
§1818(h)(1).

On March 29, 2005, Enforcement Counsel filed a motion
with the Board requesting that the Board withdraw its civil
monetary penalty assessment and authorize Enforcement
Counsel to arrange for the proceeds of the sale of Respon-
dents’ First Western shares, currently held in the registry of
the United States District Court for the Notthern District of
Georgia, to be transferred to the registry of the United
States Banktuptey Court for the Middle District of Florida
for ultimate distribution to the victims of fraud by Greater
Ministries International, Ine. (“Giealer Ministries™).

II. Statutory Eramework

1. Stawatory and Regulhiovyy Requitemestss For (@ivaining
Conwol of a State Memiderr Bank

The CIBC and its implementing regulation, Regulation Y,
provide that no person acting directly or indirectly or
through or in concert with one or more persons, may
acquire control of any state member bank unless the Board
has been given at least sixty days prior written notice and
has not disapproved the acquisition. 12 U.S.C. §1817(j)(1);
12 CFR 225.41. These requirements allow the Board to
conduet an investigation of the competence, experience,
integrity, and financial ability of eaeh controlling person by
and for whom shares of a state member bank are acguired.
12 U.S.C. §1817(j)(2)(B)(i); 12 CER 225.43(f).

Regulation Y defines *“acting in concert” to include
knowing participation in a joint activity or parallel action
toward a common goal of acquiring control of a state
member bank, whether or not pursuant to an express agree-
ment. 12 CFR 225.41(b)(2). Regulation Y creates a rebut-
table presumption that an individual and the individial's
immediate family members act in coneert. 12 CFR
225.41(d)(2).

The CIBC Act defines “‘control” as the power, indirectly
or directly, to direct the management or policies of a state
member bank or to vote 25 percent or more of any class

The CIBC Act sets forth the specific information that
must be provided in the notice to the Board. Among other
things, the notice must contain the identity, personal his-
tory, business background, and fiimanciall condition of each
person by whom or on whose behalf the acquisition is to
be made; the terms and conditions of each acquisition; and
the identity, source, and amount of funds or other consid-
eration used or to be used in making the acquisition.
12 US.C. §1817(J)(6)(A)=(H). The CIBC Act also sets
forth eireurmstances under whieh the Board may disap-
preve a propesed acguisition, ineluding situations in whieh
af acguiring person ‘‘meglects, fails, or refuses to furnish
ithe Beard] all the infermatien required by the Beard.”
12 U.S.C. §1817(j)(7)(E); 12 CFR 225.43(h).

2. 18 USC. $1001

Pursuant to 18 U.S.C. §1001, it is a violation of law to
knowingly and willfully make any materially false, ficti-
tious, or fraudulent statement or representation in a matter
within the jurisdiction of a federal agency.

III. Eacts

Beginning in 1997, Respondent Carl Thomas, with the
primary assistance of his son, Respondent Stephen
Thomas, initiated an effort to persuade a group of approxi-
mately 40 individuals and business entities to join them
in acquiring shares in First Western Bank. (FF {J9-10;
21-22)ffooibtadiife’ HenglenthaAd iis firidinga abfadticithging
Raebmnce¥iephen Thomas, were members of a group that
Resisionerdfeotbete) Mhremad RespWderin iBdhks (hettdn-
after referred to collectively as “Purchasing Groufsf¢Iusting
bar) aneFS{erte TRO omqeisiviie ieibess wheagiaeakhat
ceoutinatehtotnGabates Mifkehdd estenniBankn, (hersir-
phaeefenied ta saleutivabbRs oigurDasRE WARUPhi¢RSHe
PerohdificlERbuf hecaanuisi i cof rarRIWASFUDde! TKal
aepbahald) afirthrenaaiedrMinistiies] £y GAAALra] R
ARSI Aeigiaus RN sharitahife orpRRiZBIEORCWI thivighi She
Bhirsh skt sSoMRAMRMASHMES eaaf{tliate thaFFebhZinMal
o cRloBAY RN ipisUiSasIpviEed darabiaits qgirod obp
inaneial NRRIHIAN b isREUr R EpBIRRIS ACePHMthERIRIORS
shipsofordtelfaadaite pambeien & lthatkReas 39 e
Eét@&é&ﬁ”ﬂ_lﬁ@ 1'_99#‘%&?]‘{18851998 yeasart G ikl 2 Gottitth
ﬁﬂ@gﬁw'%gﬁﬁq%wﬁ% RespORSIER ARk anéﬁeﬁdlfg
QN8 UshEldersrangopdid hin:xapproximately  $535,00

be RS 1A e%t1 AN IYNEGHAPB ADRAN YlittSeCHERE
Béi’él@mhe%%%%{g%@r RS &% (PO IR BR AP OHALY
B PUIRDEIE, B 05Th XD i3 EUTORIRIEZ o Ciarl

he ALJ described the "Gifting Program” as one in which

of voling securities of a state member bank. 12 Wfbter Ministries followers were persuaded to make "gifts" to the

§ 1817(j)(8)(B). Regulation Y presumes that an z&r:qtmisici%
fa

of voting securities of a state member bank constit
acquisition of control if, immediately following the R}
action, the acquiring person of persons will own, ¢
of hold with powet to vote 10 percent of more of any class
of veting securities and ne other person will own, eontrol,
or hold pewer to vete a greater percentage of that class of
voting seeurities. 12 CFR 225.41(¢)(2).

nization with the expectation of receivingueturns as high as
. The program was promoted by Greater

inistries with the

.al passage "Give and it shall be given unto you." (Luke 6:38)
rs such as Carl Thomas were awarded a portion of the "gifts"
iated with the members they_brOL(Jjght into the organization or

who were otherwise assigned to them end footnote)
Respondents Carl and Stephen Thomas solicited mem-

bers of the Purchasing Group to buy First Western shares

on various occasions, including at the conclusion of Carl



Federal Reserve Bulletin F1 Summer 2005

Thomas's Bible study meetings. (Skrobot Decl. §9). They
advocated the opportunity to purchase shares in a
“Chiristian-tied bank™ that would protect Greater Minis-
tries’ privacy against the government. (Skrobot Decl. §9).
Before solicitation by Carl and Stephen Thomas, members
of the Purchasing Group had never heard of First Western
Bank, or thought to invest in it. (Sellers depo p. 57;
Skrobot Decl. §12). At least some of the Purchasing Group
members were specifically told of Greater Ministries’ ulti-
mate goal to take control of the Bank's board of directors,
while others were sifiply told it was neeessary that
faultiple individuals purehase the stoek so that it was
net all in ene name. (FF §13; Sellers dep. at 58, 60). The
membess of the Purchasing Greup were assured that either
Greater Ministites, Carl Themas, ef Stephen Themas
weuld previde the funds fer the purehases ef the shares
8F reimburse the members for sueh purehases. (FF §11).
The evidenee establishes that it was widely apparent 8 all
Purehasing Group members that they were Invelved in a
greup effort to acquire shares in the Bank. (FF §12):
Members of the Purchasing Group generally did not
commumnicate with the individuals from whom they pur-
chased First Western shares. (FF 922). Instead, Carl and
Stephen Thomas contacted individuals who were willing
to sell their shares to negotiate and establish the amount
of shares that would be purchased as well as the price.
(FF §22). Subsequenitly, Carl or Stephen Thomas instructed
the Purchasing Group members to write checks for the
determined amount. (FF §22). Carl or Stephen Thomas
provided the Purchasing Group mmembers with funds
derived from Greater Ministries to pay for the acguired
shares. (FF §22). In some cases, such payments were made
to members of the Purchasing Group in eash. (Agee Deel;

Purchasing Group members refused to supply the required
information. (FF §24-2%). Instead, in a group response
organized by Carl and Stephen Thomas, the Purchasing
Group members insisted that the CIBC Act and other
regulations did not apply to them. (FF §26). The evidence
reveals that the Purchasing Group mermbers habitually
deferred to Respondents Carl and Stephen Thomas to orga-
nize responses on behalf of the group. (Agee Aff. at p. 2;
Sahlgren Aff, J11, 12; Skrobot Deel. $16).

The second point came on or about December 2, 1997,
when Respondent Carl Thomas and his wife, Respondent
Eva Thomas, made a purchase of shares through a nominee
which brought their joint ownership from about 18,814 to
approximately 20,539 shares and elevated the Purchasing

Group’s ownership to over 25 percent.(AFLIP2829)(fodlioted
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patifigationcavitbatht & eedPheéRreiAcIGHING Bvesedshases
eich ogndiruedt, (0 apoTeRahathtasaufitePin DT chisBer 1)
acgqire their SR Rolit 38 a3 Achuthan HhathaprRyent
AltamMetapanserkithet the Bokrtiaon decerbawned 1o
thab %5 RRTIERIWGRT bARos R dnal B8NS dHArasDECEM ben) 9,
199%e ‘thieftfaifakB Gonatisreato el ASHN AN eFe §lRY-
mefts h@oﬁ@E[ﬁBéezS’réﬁnH‘Fe%?ﬁﬁgy% Perempey 24di389841
pakhgseRdraiuide onhhownesk&iBd shrsmidsF raadly

owhifg 1Bird: fiailpEscihadhenes tovbaepRtitisption Feqins:
RS THORK P BARI R U 80 R Y rdorl 83RealtRb additional

RUGEREseSnrentdiatiia s supimedisigiendhampstamilwfootnotes

presumptiRMhia Ya&FR 20 AURBInte rrvnediziea Jdemas
cdamily Betrdes Garlsoamag-Pig Wi, Evahomasoinsensand

tiondayah eI Iy, Stephenansd Magy %hﬂm%ﬁﬁﬁgoggﬁ

Nierminen Deel. §6; Salhgreen Aff. §4: Skrobet Deel. §1djaraverife, Jhqmas; and s prpfhetrnsewniliamBamsr $od

Carl eF Stephen Themas instrueted the Purehasing Greup
fmembess 1o depesit the eash in ameunts under $10,000

BYUYDG: BYE o P e SRR OIS RiEslo WG RIED | %?E%%t.@%(;@l;
B Tamap_sg)ilyifailed; o;file prigrwpiten natireef

gach, $0 as net to raise any “redflaussfootnoleRGashdepositsAGHYIS{HON 98RY fRIIRY, s SHHMIbIRY IBGRLEHERILIDG, (he

Decl. 49; Skrobqj‘t%g(goq[qmore require a financial institution
to filpg Cpinaydial Sa@f@ﬁﬁeﬁeqﬁféﬁRﬁﬂéﬁ?hmﬁsPeWgé@fﬁ
sh&fe@%gﬂ@%ﬁm ﬁ@ieﬁwgfﬁéfrﬂﬂ@%ﬁc?ﬁm%fﬁiﬁg@@%l
danostise 35Redt CHRZED) otndnfeeingiaiEizmingn
Befbber | $670bPE gl 210)23; 27-28; 33-34). At various
poltle, BHECRAS ks AL UBr oG de thRITa FIFst o MVESHEE
BB DA T AtGYs r AR e e sad ol iRy uHy ¢pgs
W o 3081 d g Exﬁé?ﬁ‘ﬁﬁ%:'i% A%k, SPALES RMECARRED vdp
REPBHAIAR o ARl Gt hefsads Gf-dib)- PATRILANS
PR rdl1edRUTSRASIE pRASHASHREHBHIAHABRE: SBakes
trj %ﬁ:grﬁl%rtligﬁgtlon requirements pursuant to the CIBC
ARG KR RIGIENHDGiFEAURION 1 RBENUREs ROWRVEY
BRBBRAGRLS1 899 W IR RGP the Pullfa BHECRARIN

RIqup. fReditoPeqyids RIPREY POILEGRUIN NG INFR D ISERT
R} Ogﬁla?rtégn(FF q23). Even after a series of correspon-
den Q€ UEh L HAESE 18Rgulled ot %E's‘%ﬂ%ic‘éﬁ”&%ecraemuir@!

%%dtﬁ’t%eéf?ﬁmgl%@’hﬁ&r%% Bis ALMESUSIARNA AR JHR
ad acquired in excess of 10 percent of outStanding First

BEsPYORER ANah ANRY R ARRG O ARNSHLAP AP ITRd
%98&&9.' 10 BR! JYEREh { FRel d3hnfte] Yo RAQL AL GE:
198 LA A 50 5\98@9{"8&?81g%ﬁ%@ﬂzﬂ%s,%ﬂgﬁ
gﬂ%%eaclz %%%f& KUY RHICAAS8 90358004 M é%elg?ﬁw{iré%l
ugpt ee&r?fﬁpl%)?mf%@cﬁo Oe\ﬁ% fie ?5{1%%; b,(clizi'é(? S
Ela't_ RS i’urlgl Gl d”s e'lr(]:qu'octu(r)n QP#S SHOMIKES 42
Aprl? 10, 1§ §1 ari% August 17, 1]9%81 Ear Thomas contin-
uedtoconceal the true ownership of his family and of the
group. In both documents, he continued to claim that he

and his immediate family owned only 18,814 shares, when

they actually owned at least 33,039 by thattime(footnote6Contrary

to representations he consistently made to Federal

Reserve staff, Carl Thomas asserted in a February 20, 2004, letter to

the First Western Board of Directors that he held 33,039 shares of

First Western stock. (Enforcement Counsel's March 5, 2004, Motion

to File Supplemental Evidence.) Mr. Thomas sent the letter to First
Western in response to proxy solicitations the Bank had mailed to
Mr. Thomas and his family in connection with a proposed merger

Western shares. (FF523). Even after a series of correspon- between First Western and 1st United Bank. Mr. Thomas presumably

dence from Federal Reserve staff advising of the require-

claimed ownership of 33,039 shares in his February 20, 2004, letter

ments of the CIBC Act and the Board's regulations, the because he stood to benefit from the sale of the shares in the proposed

merger end footnote)(FF 1135,
37). In the April 10, 1998, document, he failed to disclose
that the Purchasing Group's acquisition of shares exceeded
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25 percent. In the August 17, 1998 submission, he admitted
that the Purchasing Group had acquired an additional
14,212 shares, but claimed the these shares were held in
“open title.” (FF 35, 37). Neither the April nor August
1998 submission revealed that Greater Ministries provided
the funds used by Purchasing Group members to acquire
First Western shares. (FF §35-38).

From August 24, 1998, to December 22, 1998, Federal
Reserve staff persisted in its attempt to obtain information
from the Respondents and other Purchasing Group mem-
bers in order to achieve compliance with the CIBC and
other regulations. (FF {38). Despite numerous letters
requesting additional information, including the source of
funds used to acquire the First Western shares, the Purchas-
ing Group failed to correct its deficiencles. (FF ¢38).
Ultimately, on February 10, 1999, the Beard issued an
order mandating that each Respondent divest his or her
shares within ninety days of the date of the order. (FF 439).
Nene of the Respendents divested their respective shares
within that time. (FF §40).

In March 1999, eight Greater Ministries officials pleaded
guilty or were convicted of fraud, money laundering, and
conspiracy charges in connection with a “Gifting Pro-
gram” operated by Greater Ministries, which was found
to be a Ponzi scheme through which Greater Ministries
defrauded thousands of United States residents. (FF §8). In
August 1999, a United States District Court placed Greater
Ministries into receivership after multiple states filed law-
sults agalnst the organization for fraudulent violation of
federal and state securities laws. (FF {6).

By letter dated May 18, 1999, Federal Reserve staff
advised Respondents that they would be subject to an
enforcement action for their continued violations of the
CIBC and its accompanying regulation. (FF §40; Hoch.
Dec. Ex. Z42). The letter also informed Respondents that
prompt action to terminate their voting control of First
Western shares could mitigate and possibly eliminate the
need to impose remedies, but Respondents failed to take
such actien. (Hoeh. Dee. Ex. Z42 and Z43; FF 440).

In November 2002, Board Enforcement Counsel initi-
ated this action against Respondents, seeking an order of
prohibition against Carl Thomas, a cease-and-desist order
against all Respondenits, and civil money penalties ranging
from $10,000 to $250,000 against each Respondent.

On February 27, 2004, the Board approved an applica-
tion submitted by Ist United Bank, Boca Raton, Florida, to
merge with First Western by purchasing First Western
shares for $17 per share. In March 2004, Board Enforce-
ment Counsel filed an asset freeze action in United States
District Court for the Northern District of Georgia pursuant
to 12 U.S.C. §1818(i)(4) in order to require the payment
into the court of the sales proceeds necessary to pay the
civil money penalty amounts assessed in the Notiee in the
event the Board’s final decision assessed penalties against
the Respondents. Boaid of Governnyss v. Thomass, et al.,
Ne. 1:04-CV-0777. The Distriet Coutt issHed a temperary
restraining eorder en April 2, 2004, and a preliminary
injunetien en April 28, 2004, erdering each Respsndent
te direst 1st United to depesit iR the eeurt registry the

proceeds of the sale of Respondents® First Western shares
to the extent of the civil money penalty assessed in the
Notice, pending final resolution of this enforcement action.
Also on April 28, 2004, the United States Bankruptcy
Court for the Middle District of Florida ordered st United
to transfer into the registey of the bankruptey court all
amounts due to any Respondent in excess of the civil
money penalties already ordered to be deposited in the
Distriet Court insesggasfodtnate fhieeuaseNo 8<3067RE,
the Respondents have been diveigdiStates Bpakoepicy Souit

MiddaDiistectafiEdesighnendfestiaig ) dhysirid suatiicte dhiese grrders,

the Bespeirdentsidias heasndévested of the proceeds of the
sale of First Western shares they acquired in the course of
iniitries scheme.

igy (f:r@egaé r ORelusions

The Board has reviewed the record in this matter and fiimds
that the ALJ properly granted Enforcement Counsel's
Motion for Summary Disposition. The Board agrees that a
prohibition order, civil monetary penalties and cease-and-
desist order should be issued, as described in detail below.

A. Respooddatets’ Afffitwitt of Timath

As noted earlier, Respondents filed a so-called “Affidavit
of Truth™ at the point at which exceptions to the ALJ's
recoramended decision were permitted by the Board's
regulations. 12 CFR 263.39(a). The regulation provides
that that exceptions must “set forth page or paragraph
references to the specific parts of the administrative law
judge’s recommendations to which exception is taken, the
page or paragraph references to these portions of the
reeord relied upon to support each exception, and the legal
autherity relied upon te support each exeeptien.” 12 CFR
263.39(e)(2). Failure of a party te file exceptions t6 a
findings, conelusion, or proposed order “is deemed a waiver
of ebjestion.” 12 CFR 263.39(B)(1).

Respondents’ “Affidavit of Truth” fails to conform to
any of the requirements of a valid exception. It does not
identify the portions of the ALJ's recommendation to
which an exception was taken or cite the portions of the
record or legal authority in support of its position. Accord-
ingly, the Respondents are deemed to have waived their
right to object to any portion of the Recommended
Degeision.

Even if Respondents® filing could be considered a valid
exception, the Board finds that it raises no meritorious
claim. At best, it raises only three claims related to the
present case. The document claims that the Board “does
not have jurisdiction of state member bank stockinolkder”
(Aff. Truth at 16). To the contraiy, such individuals qualify
as “institution-affiliated parties” under the statute if they
are controlling shareholders or are required to file a change
in contrel notiee, and the Board is specifically granted
juiisdiction over them. 12 U.S.C. §81813(g), (u)(1) and
(2). Seeond, the “Affidavit of Truth” assefts that beeause
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Greater Ministries International was a dissolved corpora-
tion as of 1996, the present case should not have been
brought against Respondents. (Aff. Truth at 18). Greater
Ministries’ corporate existence is irrelevant to the matter,
as this action is against these individual Respondents for
their role in acquiring control of First Western. Third, the
Affidavit insists that an August 24, 1998, letter from the
Federal Reserve Bank of Atlanta evidenced that Respon-
dents complied with all of the CIBC Act requirements.
(Aff. Truth at 19). This simply misstates the content of
the letter, whieh in faect infermed Respendents that they
needed te previde additional infermation concerning,
ameng ether things, the seuree of funds fer their purehases
of shares. Accordingly, even if Respendents’ “Affidavit ef
Truth" gqualified as an exeeptien, it weuld be entirely
HAPBISUASHve.

B. Proffiffticon @nder.

Pursuant to the FDI Act, IAPs may be prohibited from the
banking industry if the appropriate federal banking
agency—here, the Board—mmakes three separate fiindiings:
(1) that the TAP engaged in identified miscendiets, includ-
ing a violation of law or regulation, an unsafe or wnsound
practice, or a breach of fiduciaty duty; (2) that the conduct
had a specified effect;, including financiall loss to the insti-
tution or gain to the respondent; and (3) that the 1AP’s
conduet invelved eulpalbliiiyy of a certain degree—either
personal dishenesty or a willful of continuing disregard
for the safety er seundness of the institutien. 12 U.S.C.
§ ISR EIDIKY-(C):

Respondent Carl Thomas is the only individual Respon-
dent against whom an order of prohibition was sought.
Based on the evidence in the administrative record, his
actions satisfy the misconduct, effect, and culpability ele-
ment required for an order of prohibition. As mentioned
previously, Carl Thomas—either as part of his immediate
family, part of the Purchasing Group, or both—became
subjeet te and failed to meet the notification fequirements
of the CIBC Aet and its implemeniting Regulation Y at
various points between Oectober 1997 and February 1998.
He alse vielated 18 U.S.C. §1001 by falsely understating
the ameunt of shares ewned by beth his immediate family
and the greup iR swbmissiens he made te Federal Reserve
staff in December 1997, April 1998, and August 1998
Finally, he vislated the Beard's February 10, 1999, erder
By refusing te divest his First Wesiern shares. Thus, the
fiseenduet element is mere than sufficiently established:

Through his maintenance of the shares he was ordered
to divest, Carl Thomas received fiinancial gain and other
benefits, satisfying the effect element. Finally, Carl
Thomas’s actions also exhibited personal dishonesty. As

demonstrate that he purposefully and willfully represented
information he knew to be false. The Board agrees with the
ALJ's finding that such actions were evasive and decep-
tive, and evidenced personal dishonesty. In sum, all ele-
ments necessary for the issuance of a prohibition order
against Respondent Carl Thomas are present in this case.

C. Ceastr amdl Desidst (@uder.

An IAP also may be subject to a cease-and-desist order if
the Board finds that the IAP is engaging or has engaged in
an unsafe or unsound practice, or is violating or has vio-
lated a law, rule, regulation or any condition imposed in
writing by the appropriate banking agency in connection
with the granting of an application or other request by the
depository institution or any written agreement entered into
with the ageney. 12 U.S.C. § 1818(b)(1). Such an order may
reguire the IAP to ‘'cease and desist” from the praetiee or
violation and “to take affiiative action to correct the
conditions resulting from any sueh vielation of practice.”
Fé.

Here, Enforcement Counsel sought a cease-and-desist
order against all Respondents based on their collaborative
actions to acquire shares in First Western. The evidence in
this matter confirms that none of the Respondents ever
complied with the CIBC Act or its implementing regula-
tion in acquiring their First Western shares. In lieu of
providing the required information, Respondents insisted
that the CIBC Act did not apply to them, concealed that the
Greater Ministries organization funded their purchases of
First Western shares, and perfaitted Carl Thomas te fmake
false representations to Federal Reserve staff on behalf of
the greup. Fellewing the leadership of Carl Themas, they
alse failed to divest their shares when ordered tg e §9.

Based on these violations, the Board finds that entry of a
cease-and-desist order against each of the Respondents is
appropriate in this case. However, the Board is not adopt-
ing all terms outlined in the proposed cease-and-desist
order originally sought by Enforcement Counsel in its
Motion for Summary Disposition and adopted by the ALJ
in his Recommended Decision because the acguisition of
First Western by Lst United in 2004 has rendered many of
these terms inapplicable. As discussed above, the Respon-
dents’ shares have been acquired by 1Lst United, and the
proceeds from these sales have been transferred to the
United States Distriet Court for the Nerthern Distriet of
Georgia and/or the United States Bankiuptey Court for the
Middle Distriet of Florida, as required by the erders issued
By both of these eourts. As sueh, the terms Beard Enferes-
ment Ceunsel initially seught for 4 eease-ane-desist oFrder
relating te the transfer, sale, and veting ef Respondents’

First Wesiern shares are ne l_eﬂgefaatﬁﬂﬁemﬁefoomteﬁ@ééo.
on November 8, 2004, the United States Bankruptcy Court

with all members of the Purchasing Group, Respondent
Carl Thomas had a legal duty to provide Federal Reserve
staff with the specific information required by the CIBC
Act. See 12 U.S.C. §I817(j)(6)(A)=(H). He net only failed
to do so on numMerous oceasions, even after prompling and
several reguests by Federal Reserve staff, the facts here

forthe Middle District of Florida issued an order that pertained to
three Respondents in this case who apparently refused to turn over
their First Western stock certificates to the bankruptcy trustee. The
order provided that any interest these three Respondents claimed in
First Western stock or proceeds is void. Accordingly, even if these
Respondents continue to maintain their First Western share certifi-
cates, the documents are of no value end footnote
)For these
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reasons, the Board finds that the following terms for a
cease-and-desist order are appropriate at this time:

(1) Respondents shall not serve as an officer, director,
agent or employee of the Bank or its successor institution
without prior written approval of the Board of Governors;

(2) Respondents shall not knowingly acquire any addi-
tional legal, beneficial, or other interests in the Bank or its
successor institution; and

(3) Respondents shall not directly or indirectly engage
or participate in any violation of the CIBC Act.

D. Civill Monetdnyy Peeacdlties

As noted above, the Notice in this matter assessed a civil
monetary penalty against each Respondent in an amount
roughly reflecting the particular respondent’s level of
involvement in the illegalsstieemaéfoointiefghedmobatsrd is
assesseddanged-Biamis250,000 jeintlyeand seyeinst each

Atlanta court is “available for distribution by the trustee in
accordance with the terms of the confirmed plan of liquida-
tion or order of this Court,” subject only to the claims of
the Board.

The Trustee has requested that the Board withdraw its
civil monetary penalty against the Respondents in order to
permit the entire proceeds of the sale of their First Western
shares to be distributed to the victims of Greater Minis-
tries’ fraud. The Board has determined that the public
interest favors this outcome. The trustee has assured the
Board that none of the Respondents will receive any pay-
ment from the bankruptcy estate. It is the Board's intention
that the proceeds currently held in the registry of the
United States Distriet Court for the Northera Distriet of
Georgia be transferred to the registry of the United States
Bankrupicy Ceurt for the Middle Distriet ef Flerida in
aceordanee with that esurt's orders, and Beard Enferee-
ment Counsel is dirested te take afy appropriaie fMeasHres
to ensure that result:

RUypagainst CaflcThamas and hisomiferva aad:$10@000 against their
samstephan phamasatecdd 00 agahastanast:otersegponderagndssnotnote)

below Although the Board is
comtaqeesphadaenaltigsceruid fayassesied: Wainsin 6aek
Redepadent a9 therbasis o this degomdaitinpsndetripined 4o
GithdeawIiisi NI asgesSNEN fdanhdheGieaten Vet fe1él

he@vu&teaam&ﬂ@om%a@a@ hesthatraal ausbaritvitsn compserise,

fMe influx of cash from the Gifting Program from

r[ nl%@%@@é%&&%ﬁfg@% ae5esepdivkield. B C.

For these reasons, the Board orders the issuance of the
attached Order of Prohibition against Respondent Catl
Thomas, as well as the Cease and Desist Order against all
Respondents.

By Order of the Board of Governors, this 7th day of

BUSIAIN) adQuldiBea. BHERE (Y IBUFIe 88842 LR 263, 63(6)

endifeotnpteheir desire to promote Greater Ministries’

midd1eRARABAGRES vALHaMS 401 _AUHESHTME VBay Mas
URdeiakenods RAGnBEr@ tBroreerird iy | 80 EsBEAL IR RY
REGRIBLIVHMSHESGRE LER VY fRUN dn PHAAIE VS ik 85
H@ﬁv@&%@%@vﬂﬁ%‘i%ﬁh@'@?ﬁﬁﬂ 'Pl%%i"ﬂ?l” to assist
Wit dhe VI safiesash f6m 1ﬁh%a(ﬁk§ﬂﬁgc TRRIEBR AT
88UYthd 98uAlap  Ben RU ARG hGY %n“@%rmﬂtgvﬁieﬂlap
(38 RAL oI AR INL SGNAME PRI IAHGLOUR (ROR:
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SR Morspye indir batbe Al of (et 1RO FHET
NG ForN A 0E MR 1 40c G0N FU SLuRIRI R SIAGS

WETFR QY HBLLYr GHRAREMI RISTHIES LA AYESE MIESHEARY
ﬂ?fé‘d%ﬂtféﬁmh@%XACHﬂﬂélﬁE&hs ?ﬁ%‘lngud B against all
of HERRL USRI H PN, HnBAMKLRIE n I 598%‘%?1
L RESOUT-2RRaINtRY Eﬁ% Re A3 OER, WRINING WMy
&%L R R asrtéite‘é Q{8 CIAMELLP0% BEUIRS:
rlesta“i?d the.co atl n of seve,ral sﬁ&ate 2. AgpRSIS:
ave Bturslye elr&% CI I’CI’I inal_¢ al{ns %qalt@fé
Greater Mmlstrles nd have agree(]il to surb§r§ ate their
claims to those of the estate for the benefit of the victims.
In addition, he has obtained a Final Judgment against all
of the Respondents declaring, among other things, that all
First Western stock and proceeds of such stock owned by
those individuals are "property of the estate" of Greater

Board of Governors of the
Federal Reserve System

JENNIFER J. JOHNSON
Secvetaryy of the Board

6idéer. to Cease and Desist

It is hereby ordered, pursuant to 12 U.S.C. §1818(b), that
Carl Thomas, Stephen Thomas, Eva Thomas, Mary Beth
Thomas, Marguerite Thomas, Charles Tomlinson, Herbert
Phillips, Lloyd Phillips, R.L. Phillips, Stanley Phillips,
Rhonda Phillips, Scott Ward, Angela Ward, Forrest Buck-
ley, James Crowe, Johnny V. Jones, Harper Guinn, and Jeff
Guinn (collectively “Respondents™):

(1) shall not serve as an officer, director, agent, or
employee of First Western Bank, Cooper City, Florida
(“the Bank’) or its successor institution without prior
written approval of the Board of Governors;

(2) shall not knowingly acquire any additional legal,
beneficial, or other interests in the Bank or its successor
institution; and

Ministries(footnote 11 See Final Default Judgment dated September 1@) shall not directly or indirectly engage or participate

2004; Final

Default Judgment dated November 4, 2004; Final Summary Judgment
dated April 8, 2005, in O'Halloran v. 1st United Bank, et al., Adv. Pro.

in any violation of the Change in Bank Control Act.

Any violation of this order shall separately subject the

No0.04-223(Bkr.M.D.Fl.)endfootnote)Underthe bankruptcy court' S Respondents to appropriate civil or criminal penalties or

orders, all First
Western stock or proceeds held in the registry of the

both under 12 U.S.C. §1818(i).
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The provisions of this order shall not bar, estop, or
otherwise prevent the Board of Governors, or any other
federal or state agency or department from taking any other
action affecting each of the Respondents named above.

By Order of the Board of Governors, this 7th day of
June 2005.

Board of Governors of the
Federal Reserve System

JENNIFER J. JIOHNSON
Secvetaryy of the Board

Order of Proftittiiion: of Carl V. Tihamas

WHEREAS, pursuant to section 8(e) of the Federal Deposit
Insurance Act, as amended, (the “FDI Act") (12 U.S.C.
§ 1818(e)), the Board of Governors of the Federal Reserve
System (“the Board) is of the opinion, for the reasons
set forth in the accompanying Final Decision, that a
final Order of Prohibition should issue against CARL V.
THOMAS, an institution-affiliated party, as defined in sec-
tien 3(u) of the FDI Act (12 U.S.C §1813(w)), of First
Western Bank, Cooper City, Florida.

NOW, THEREFORE, IT IS HEREBY ORDERED, pur-
suant to section 8(e) of the FDI Act, 12 U.S.C. §1818(e),
that:

1. In the absence of prior written approval by the Board,
and by any other federal fiimancial institution regulatory
agency where necessary pursuant to section 8(e)(7)(B)
of the Act (12 U.S.C. §1818(e)(7)(B)), Thomas is hereby
prohibited:

(a) from participating in any manner in the conduct
of the affairs of any institution or agency specified
in section 8(e)(7)(A) of the FDI Act (12 U.S.C.
§ I818(e)(7)(A)), including, but not limited to, any imsured
depository institution, any insured depository institution
holding company or any U.S. branch or agency of a foreign
banking organization;

(b) from soliciting, procuring, transferring, attempt-
ing to transfer, voting or attempting to vote any proxy,
consent or authorization with respect to any voting rights
in any institution described in subsection 8(e)(7)(A) of the
FDI Act (12 U.S.C. § IB18(€)(7)(A));

(c) from violating any voting agreement previously
approved by any Federal banking agency; or

(d) from voting for a director, or from serving or
acting as an institution-affiliated party as defined in sec-
tion 3(u) of the FDI Act (12 U.S.C. §1813(u)). such
as an officer, director, or employee in any institution
described in section 8(e)(7)(A) of the FDI Act (12 U.S.C.
§ IBIRENTHA)).

2. Any violation of this order shall separately subject
Thomas to appropriate civil or criminal penalties or both
under section 8 of the FDI Act (12 U.S.C. § 1818).

3. This order, and each and every provision hereof,
is and shall remain fully effective and enforceable until
expressly stayed, modified, terminated, or suspended in
writing by the Board.

This order shall become effective at the expiration of
thirty days after service is made.

By Order of the Board of Governors, this 7th day of
June 2005.

Board of Governors of the
Federal Reserve System

JENNIFER J. JOHNSON
Secvetaryy of the Board

In the Matter of a Notice to Prohibit Further Participa-
tion Against

Danatdd K. Mad&imey,
Eonmieer Vice PPRrssitant,
Amgricann Natiooed! ek,
Wictiten Fallss, Teeras

Docket No. OCC-AA-EC-04-70
Fival] Dizetigion

This is an administrative proceeding pursuant to the Fed-
eral Deposit Insurance Act (*the FDI Act) in which the
Office of the Comptroller of the Currency of the United
States of America (*OCC™) seeks to prohibit the Respon-
dent, Donald K. McKinney (“Respondent™), from further
participation in the affairs of any fiinancial institution based
on actions he took both to obtain employment and while
employed at American National Bank, Wichita Falls, Texas
(the “Bank”™). Under the FDI Aet, the OCC rnay initiate
a prohibition proceeding against a former employee of a
natienal bank, but the Beard must fake the final determi-
nation whether to issue an order of prohibitien.

Upon review of the administrative record, the Board
issues this Final Decision adopting the Recommended
Decision of Administrative Law Judge Arthur L. Shipe
(the “ALJ"), and orders the issuance of the attached Order
of Prohibition.

1. Statement of the Case
A. Statuiaryy and Regulhtoryy Hrramework

Under the FDI Act and the Board's regulations, the ALJ
is responsible for conducting proceedings on a notice of
charges. 12 U.S.C. § 1818(e)(4). The ALJ issues a recom-
mended decision that is referred to the deciding agency
together with any exceptions to those recommendations
filed by the parties. The Board makes the fiinal ffinglings
of fact, conclusions of law, and determination whether to
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issue an order of prohibition in the case of prohibition
orders sought by the OCC. Id.; 12 CFR 263.40.

The FDI Act sets forth the substantive basis upon which
a federal banking agency may issue against a bank official
or employee an order of prohibition from further partici-
pation in banking. To issue such an order, the Board
must make each of three fiindings: (1) that the respondent
engaged in identified miseondiiety, including a vielation
of law or regulation, an unsafe or unsound practice, or a
breach of fiduciany duty; (2) that the conduct had a speci-
fied effeet, ineluding finaneiall 1oss to the institution of gain
to the respondent; and (3) that the respondent's conduet
invelved either persenal dishonesty or a willful er continu-
ing disregard for the safety er seundness ef the institution.
12 U.8.C. § 1818E@(M(AR)=(C).

An enforcement proceeding is initiated by filing and
serving on the respondent a notice of intent to prohibit.
Under the OCC's and the Board’s regulations, the respon-
dent must file an answer within twenty days of service of
the notice. 12 CFR 19.19(a) and 263.19(a). Failure to file
an answer constitutes a waiver of the respondent’s right to
contest the allegations in the notice, and a final order may
be entered unless good cause is shown for fallure to file a
timely answer. 12 CFR 19.19(¢)(1) and 263.19(¢)(1).

B. Procedired! Hfistory

On September 27, 2004, the OCC served upon Respondent
a Notice of Intention to Prohibit Further Participation
and Notice of Assessment of a Civil Monetary Penalty
(“Notice™) that sought, inter alia, an order of prohibition
against Respondent based on his conduct in obtaining
employment and while employed at the Bank. The Notice
alleged that Respondent obtained his employment at the
Bank through deceitful misrepresentations. Specifically,
the Notice charged that Respondent subfnitted an applica-
tien and resumme in whieh he lied abeut his prier eriminal
record and represented that he had been employed by twe
companies during a peried of tifhe when he was serving a
jail sentense.

The Notice further asserted that after obtaining employ-
ment at the Bank, Respondent engaged in various other
acts of misconduct. He falsified Bank records to make it
appear that he was fulfilling an agreement to pay for the
lease of two cars that the Bank purchased for his use. He
sold a motorcyele the Bank had leased for his use but did
net forward the sale proceeds to the Bank, notwithstanding
that a balance was owed on the motorcyele. On multiple
oceasions, Respondent deposited inte his own personal
account cheeks rhade payable to the Bank, individuals
other than himself, and twe nenprefit organizations. He
alse withdrew fer his ewn use funds frem the Bank and
from these twe nenprofit organizations. Finally, Respen-
dent abused the sighatery pewer he had ever the aceeunt of
ene of these nenprefit erganizatiens by ferging a required
seeend signature fer seme of the withdrawals he made
from that acesunt:

The Bank's total loss from Respondent’s misconduct
amounted to $129,046.45. The Respondent’s mother made
full restitution to the Bank, and accordingly, the Notice
only sought an imposition of an order of prohibition and
assessment of civil monetary penalties.

The Notice directed Respondent to file an answer within
twenty days and warned that failure to do so would consti-
tute a waiver of his right to appear and contest the allega-
tions. The record shows that the Respondent received
service of the Notice. Nonetheless, Respondent failed to
file an answer within the twenty-day period.

On or about November 16, 2004, Enforcement Counsel
filed a Motion for Entry of an Order of Default. The
motion was served on Respondent in accordance with the
OCC'’s rules, but he did not respond to it. Finally, on or
about December 3, 2004, the ALJ issued an Order to Show
Cause, which was mailed to the address at which Respon-
dent had received the Notice. The Order for Show Cause
was signed for on December 6, 2004, by Respondent’s
mothei. The order provided Respendent 20 days from the
feeeipt of the erder to appear and show eauise why the ALJ
sheuld net grant Enfercement Ceunsel's default metien.
Respendent ignered the Order te Shew Cause and has
Rever filed an answer to the Netiee.

II. Discussion

The OCC's Rules of Practice and Procedure set forth
the requirements of an answer and the consequences of
a failure to file an answer to a Notice. Under the Rules,
failure to file a timely answer “‘comstitutes a waiver of
[a respondent’s] right to appear and contest the allegations
in the notice.” 12 CFR 19.19(c). If the ALJ finds that
ne good cause has been shown for the failure to file, the
judge “shall file . ... a recommended decision containing
the findings and the relief sought in the netice.” Id. An
order based on a failure to file a timely answer is deeed to
be issued by consent. Jd.

In this case, Respondent failed to file an answer despite
notice to him of the consequences of such failure, and also
failed to respond to the ALJ's Order to Show Cause.
Respondent’s failure to file an answer constitutes a default.

Respondent’s default requires the Board to consider the
allegations in the Notice as uncontested. The allegations in
the Notice, described above, meet all the criteria for entry
of an order of prohibition under 12 U.S.C. § 1818(e). It was
a breach of fiiduciary duty for Respondent to accept
employment by the Bank and continue working for the
Bank after lying in his job application and resume and
falling to diselose his prior criminal history. Furthes, it was
a violation of law, breach of fiduciary duty, and an unsafe
oF unseund practice for Respendent te falsify bank records,
ferge a signature and steal funds from the bank at whieh he
is employed. Respendent’s astions caused gain te himself,
as well as less te the bank. Finally, sueh actiens alse
exhibit personal dishenesty. Accordingly, the Fequirements
for an erder of prohibition have been met and the Beard
hereBy issues sueh an oféer:
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For these reasons, the Board orders the issuance of the
attached Order of Prohibition.

By Order of the Board of Governors, this 13th day of
May 2005.

Board of Governors of the
Federal Reserve System

JENNIFER J. JIOHNSON
Secnetaryy of the Board

Order: of Prodhithition

WHEREAS, pursuant to section 8(e) of the Federal Deposit
Insurance Act, as amended, (the “FDI Act") (12 U.S.C.
§ 1818(e)), the Board of Governors of the Federal Reserve
System (“the Board) is of the opinion, for the reasons
set forth in the accompanying Final Decision, that a fiinal
Order of Prohibition should issue against DONALD K.
McKINNEY (“McKINNEY™), a former employee and
institution-affiliated paity, as defined in Section 3(u) of the
FDI Act (12 U.S.C. §1813(u)), of American National Bank,
Wiehita Falls, Texas.

NOW, THEREFORE, IT IS HEREBY ORDERED, pur-
suant to section 8(e) of the FDI Act, 12 U.S.C. §11818(e),
that:

1. In the absence of prior written approval by the Board,
and by any other federal fiimancial institution regulatory
agency where necessary pursuant to section 8(e)(7)(B) of
the Act (12 U.S.C. § 1818(e)(7)(B)), McKinney is hereby
prohibited:

(a) from participating in any manner in the conduct
of the affairs of any institution or agency specified

in section 8(e)(7)(A) of the FDI Act (12 U.S.C.
§ 1818(e)(7)(A)), including, but not limited to, any iimsured
depository institution, any insured depository institu-
tion holding company, or any U.S. branch or agency of a
foreign banking organization;

(b) from soliciting, procuring, transferring, attempt-
ing to transfer, voting or attempting to vote any proxy,
consent, or authorization with respect to any voting rights
in any institution described in subsection 8(e)(7)(A) of the
FDI Act (12 U.S.C. § IB18(e)(7)(A));

(c) from violating any voting agreement previously
approved by any Federal banking agency; or

(d) from voting for a director, or from serving or
acting as an institution-affiliated party as defined in
section 3(u) of the FDI Act (12 U.S.C. §1813(u)), such
as an officer, director, or employee in any institution
described in section 8(e)(7)(A) of the FDI Act (12 U.S.C.
§ IBISENTHA)).

2. Any violation of this order shall separately subject
McKinney to appropriate civil or criminal penalties or both
under section 8 of the FDI Act (12 U.S.C. § 11818).

3. This order, and each and every provision hereof, is
and shall remain fully effective and enforceable until
expressly stayed, modified, terminated, or suspended in
writing by the Board.

This order shall become effective at the expiration of
thirty days after service is made.

By Order of the Board of Governors, this 13th day of
May 2005.

Board of Governors of the
Federal Reserve System

JENNIFER J. JOHNSON
Secvetaryy of the Board



