Legal Developments: Fourth Quarter, 2005

ORDEERS ISSUHD UNDER BANK MQLDING in Georgia and Florida. In Georgia, FNB is the 132nd

CowmENY ACT largest depository organization, controlling deposits of

approximately $118.9 million. In Florida, FNB is the

Orders Issued Under Section 3 of the Bank Holding 227th largest depository organization, controlling deposits
Company Act of approximately $68.4 million.

On consummation of the proposal, ABC would have

ART Banoorp consolidated assets of approximately $1.5 billion. In

Maoulitige, (Georgia Georgia, ABC would become the 13th largest deposi-

tory organization, controlling deposits of approximately

Order Approving the Merger of Bank Holding $841.3 million, which represent less than 1 percent of state

Companies deposits. In Florida, ABC would become the 131st largest

depository organization controlling deposits of approxi-
ABC Bancorp (*ABC"), a flinancial holding company  fately $177.3 million, which represent less than 1L percent
within the meaning of the Bank Holding Company Act  of state deposits.
(“"BHC Act), has requested the Board’s approval under
section 3 of the BHCAAt(foosnaietde i E1842¢atlfaathote)
Banc, Inc. (“FNB”), St. Malgysn€rgergiithahitsicijlatioria Intevstate: Analysis
Randdilag: bankeB ' Dirsst Ndoysl Groigid,  Bichtaditicsmts
cuhsigiary), halsks ofF 85t MatipnakiBaikrs{ NestoatiBaak  Section 3(d) of the BHC Act allows the Board to approve
CaargiaVhticise-Pbrida’ Matanga®atirstldtedional Bank  an application by a bank holding company to acquire
("PNesidyasionad-blopdad), Lrengedarkerclociiaiéeatnetan  control of a bank located in a state other than the home
2 Isppediately afier theomargeiohiNBIN O ABGEEISpNBliGR]d  state of such bank holding company if certain conditions
Georgipovbbe merged isve T3 Fist Bausof. Bripswisk (&ankiak  are met. For purposes of the BHC Act, the home state of
Brunswiiein i Biunsvagkifeeorgiada subsidianihanisot itactbe  ABC isGeergisifootnatedAankholdingeaniparyishame and
propogRd ASHIRT M Bankioh Brevawidais sWeieeida apraval bBY the  muteidmthe state in which the
Federpl QepositiInsHianaescarperation (GEBIGH under section 18(c)  totndeposits af all semsidiatudankssobthecampanyoheethedargest
of thp EedarahDenRasitssbante ACLER Y - SCaPPRA8 (AN end footaalgly 1r1086vanthetdatesoatudichtthe Bompanyrhcame apank
$14asieR oA é@%rafe@gﬁﬂsi&ﬁgrdm&u%{%g@ﬁtaﬁymi@ beldingeanparyh Whishever isclpiesiiad beiGnériB41 (@) @XC))
BBRSIHHNAA HonaSUORRE o O BE Morillas IRRGBorUDIIAMY  gogfontnote) eIV ia clogatesheininGRsGidseandn light of
{90icedeseh REGISEr dPdi e 00RIniZRAMMeIRRIIIAE  Fiprisa(festaate Far prIpeRes BEseetion pihithited to approve

9@133“5‘35'? Of hﬁﬁpﬁd‘;ﬁmelﬁng72@4 _E%Iﬂ?%fﬁeﬂsl‘éﬁ@ the proposal under section 3(d) &0afd prIeidaista bank to be
tharapplcation ARskRUMtoRIMaRtSoiaceivsduit UNicpbditkated in tr?e s%)ates in which the bank is chartered or headquartered or

factprsuselafolth BLiseeomRLMmBHE AR state (“staperates a branch (12 U.S.C. §§ 1841(0)(4)-(7) and 1842(d)(1)(A) and
deptRfes Wity tetp)riconsaiidated asseoof 12RRIAXIBAIRYY.  (d)(2)(B)) end footnote)

s RHAAN, ARBIAteS MRS dfsyEad dapasHionk;ineiityy Based on a review of the facts of record, including a
§908. N ARG LB YR s BN HHAR I faEQIRIB AR review of relevant state statutes, the Board finds that all
g8 s1RiTlsaest depository organization, controlling  conditions for an interstate acquisition enumerated in sec-
depagits QfnRPRIAXIMAEN: 1234 ikligR. o IGRiFERSE;  tion 3(d) of the BHC Act are met in thiscase(footnote6
890 15 fiSh, LPEFSE obdNBal0t ] AU, FhHBROSHE 12 U.S.C. §8 1842(d)(1)(A)-(B) and 1842(d)(2)(A)-(B). ABC is

of ‘insured depository institutions in the State (“"state  adequately capitalized and adequately managed, as defined by applica-

deposits)(footnote 3 Asset, deposit, and ranking ble law. First National-Florida has been in existence and operated for
data are as of June 30, 2005, and at least the minimum period of time required by applicable state law
reflect merger activity as of November 15, 2005 end footnote) (three years). On consummation of the proposal, ABC would control

In Florida, ABC is the 186th largest deposi- less than 10 percent of the total amount of deposits of insured

tory organization, controlling deposits of approximately depository institutions in the United States and less than 30 percent
i e of the total amount of deposits of insured depository institutions in
$108'9 m_||||0n, .Wh'Ch represent less than 1 percent of S orida. All other requirements of section 3(d) of the BHC Act would
deposits in Florida. _ _ bemetonconsummationoftheproposalendfootnote)Inlight of
FNB, with total consolidated assets of approximately all the facts of record, the Board is permitted to approve
$269.5 million, operates subsidiary depository institutions the proposal under section 3(d) of the BHC Act.
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Competitive Congiderations and FNB are well capitalized and would remain so on
consummation of thegrogassd(footnote8FirstNational-
Section 3 of the BHC Act prohibits the Board from approv- The Board @isoriesisoadidertehtlyewetincapitalizeshdst as

ing a proposal that would result in a monopoly or would baoted pABE intgaditaimesgie thavbankoidtthBanispéBinsniskned
in furtherance of any attempt to monopolize the business ofconsuwiymatiariof tHE proPasald Bank ofBewsivitiewouthieatioH
banking in any relevant banking market. The BHC Actcalsalizedeafteticansinibaation®f aat tasik mergenaanchthekBoatdihas
prohibits the Board from approving a proposed bank acquiconsidarech&BGmplass dor dheioperatioreafdhe resitingrhadaand
sition that would substantially lessen competition in any has consultad with the-federa.and statetregylaterpiesponsibledar
relevant banking market unless the Board finds that the  slpewdsing BpekaiBsuesyisicerndSeatiaiedse of the other
anticompetitive effects of the proposal clearly are out-  relTVenBoalitkalso igscLonsiteresbigsnanagetial sepauicas
weighed in the publie interest by the probable effect of  @biReunamRizatiensdinyodvetpaing dBavIPRPHEL #0EbARRI
the propesal in meeting the convenience and needs of the  niganiZatidRC Ahe iRAATBsiRas v eidswetbrihi sexaminatiae
eemmunity to besssmest{footnote712U.S.C.81842(c)(1).endfootnagedsvideret ARSe, wrdlBnanso eI sulIsisiana R8s dBakiE-
ABC and FNB do not compete directly in any relevant  #18d 28FSSRIBIAs Fbr ks eMAnAemeRt prosksmanagrat
banking market. Based on all the facts of record, the Board ~ 8YSt83poded 1ARArRLRSHtIArREdtIpRnAsBRoard has con-
has concluded that consummation of the proposal would  SidBEREtS SURERHSORK BXPETIERSES, 3RE1E00SE af thaciher
have no significant adverse effect on competition or on the  fRIEVBRIRSHSTRE: SHRRIMIBSH 0AgaNGIAS ALY thS: BHRRNIZS-
concentration of banking resources in any relevant banking  HO8AREINALG resords ohGAMBlianke With.apligaRI8RR0Ks
market and that competitive factors are consistent with MMl IAWuRABSoRPECHS Skbsidliary ARPRALALY i MRS ioRs a1e
approval. peosisteried, o eyl dmangaed - ppeRanrdalsedancongids
St ARG plans-fariaplamesiies Akg proposal, including

the proposed management afterconsummation(footnote9
Financial, M; ial], and Supervi Considerations A commenter asserted that ABC has exercised a controlling

&r()f]%lrtjence over Fye Oééés bsidiary hanks without receiving the prior
, . approval St % 48 3{‘? @#ﬂ@?’ﬁ%%@%a. The Board has
Section 3 of the BHC Act requires the Board to considerconsidered these comments in light of the Agreement and Plan of
the financial and managerial resources and future prospects Merder 4ty gar Apreposzitiindetvseerti B cfnihé BH Gkt othies
of the companies and depository institutions involvédormatigamraKeas é&@ié%@%étéfﬂémlﬁﬁé 584Bo
in the proposal and certain other supervisory factors. has coniir g @Bﬁ% gﬁé@%(ﬁﬁ OYASK0SAL

. Pe rger Ag tHas | il tionsips Wi
Board has considered these factors in light of all the facts iy gasEFJakeo GEBA & AL 106 L l
of record, including confidential reports of examinationp officepositerydnstiubignssiodexBieeorannityoRelivesHneas
other supervisory information frem the primary federal and direcy’ Bmm?gﬁommhﬁm@w $GIBon s sybsidiantmels]
state supervisors of the organizations invelved in the prétBC has ot st ed, anﬁp@"t%ﬂ%@é{ﬁﬁéﬁ?iﬂﬂafmp% éﬁ‘b(aﬁf:é&?

policies and procedures (including but not limited to ABC's

. . . . credit
posal, publicly reporied and other financial informatioRyjicy) at First National or its subs?diary banks: ABC has not made

information provided by ABC, and public €omMAAESwill not make credit or underwriting decisions with respect to any
reeeived en the prepesal. loan applications made to First National or its subsidiary banks;

In evaluating financial factors in expansion proposalﬁ% ABC has not exercised and will not otherwise exercise a control-
Ci

Dt
oy (XD

. A : . influence over the management or policies of FNB or its subsidi-
banking organizations, the Board reviews the financiahy a1  ABC has confirmed that, although one of its employees
condition of the organizations involved on both a parg#iénded meetings of the boards of directors of FNB and its subsidiary
only and consolidated basis, as well as the financial corgtirks as an observer before the filing of the application, no directors,

tion of the subsidiary banks and significant ﬂoﬂbaﬂkmgofﬁcers, or agents of ABC will attend such board meetings before
operations. In this evaluation, the Board considers a variety ~ consummation of the proposal. end footnote) .
of measures, including capital adequacy, asset quality, and Based on all thg facts of record, including a review of
earnings performance. In assessing financial factors, the  U'c Comments received, the Board concludes that consider-
Board consistently has considered capital adequacy to be  2UOnS relating fo the financial and managerial resources
especially important. The Board also evaluates the finan- 210 future prospects of the organizations involved in the
sial condition of the combined organization at copsumma-  ProPOsal are consistent with approval, as are the other
tien, ineluding its capital position, asset guality, and eap-  SUPSTVISOTY factors under the BHC Act.
ings prospeets, and the impast of the propesed funding ef
the transastien.

Based on its review of these factors, the Board finds that
ABC has sufficient fiimancial resources to effect the pro-
posal. The proposed transaction is structured as a partial
share exchange and partlal cash purchase. ABC will fund
the cash component of the consideration with existing
working capital. ABC, each of ABC's subsidiary banks,
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supervisory agencies to encourage insured depository insti-
tutions to help meet the credit needs of the local communi-
ties in which they operate, consistent with their safe and
sound operation, and requires the appropriate federal finan-
clal supervisory agency to take into account a relevant
depository institution’s record of meeting the credit needs

data, that ABC disproportionately denied applications for
HMDA-reportable loans by Hispanic applicants. The com-
menter also asserted that ABC made higher-cost loans to
African Americans and Hispanics more frequently than to
nonminorities(fodine daxBeginaing ) AiMEDAL 200401003
M DANdatepeauitedbiodech subsidiary bank of ABC in its

of its entire community, including low- and moderate-
income neighborhoods, in evaluating bank expansionary
proposals(footnote 1112 U.S.C. §2903 end footnote)

The Board has considered carefully all the facts of

asposteddnt lerders were expanded to include pricing information for
loafstaowghicheNETMANLA] Qereaniagn et dARR) exaeadsig-yield
s UeSthiyeasusycsecodiitiep pficampasalls ghatufityspyidmearsgntage
ppiptsdordfimsinbien mesigrges aod digaseentagecpaings fertaerond-lien

record, including evaluations of the CRA performance
records of the subsidiary banks of ABC and FNB, data
reported by ABC and FNB under the Home Mortgage
Disclosure Act((HINNIIBAY (foodtisteididthS@on provided
B28ABECeq:enditaitiatejathanidormaiiompavidethd public

bynARGt cerdidential auppnviporyl infaraatiamandppetigenrortablgilnansi Bank B

sroilgages (AL RA3 deend figofngie)insufficient by them-
selves to concluddevBesigrreyiaweh B RAedatadnlo2003
Al a2 Q04 dieRActed dip eschnspbsiAam daakc sl BOsts His
asseesmenipteay foginoteb i yabiofABE Bwehierecognizes
that HMDA data alone, S¥bsifianithanks QuiginateeiiMP At
HOSIE SQUUBANG Bank: RAtbAN. RVt

aempeporateivell Ancthelpropesalon commepteteappadea; TrRCeURBHEANKaTsentmVEAId; HertegeCRMMEMEY BaRK,

HRIDrapasal B Callagedsebased dorrtiaimengriadatndar QUItiBHs GerigidatitizaasBanki

e Crandrrdyple.dr i oisias

MR oribat iABGIeABRR ii9 Kisedminatenicreataant and FirshNational Bankoat SRuii,Gearaa (reawi Georaia Bankal

@f)efammgty individuals in its home mortgage lending
operations.

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 supetvisors 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,

flbae aﬁ%?f&'ﬁ§@gstﬁ?fﬁﬁ{§ho

AOBTdhe EMPAdae wighteflechsgriasisRalis
Fi5Sat0 i HgifiakRsh Ghdean ARRIGAHRAS nqHSIRAY AR%1 1Hanials
MaPUAINGARONG BioRnees o GhereniniRCiabiPIcHkiRIS
BFQURS D £ A1 IPER! ieasiatheY: BRdRSUTSicirny A ADSHI
slues 1eneang!yde WOStREN9F NOL-ABG Is&xeliging any
(BSHah P SIALG, G OUP, N PGSR PIgher FEAIL KOSE (Bl
Iﬁ%f’at%%%f W[E’Aoﬁh%eﬁlé’ #8i%rd BABOAG J550PRIZES
ihah INGA AR Rl SED With, e 6?198@1@1‘?)‘}1{{8808“
RRSRA 1ok %[hc%% r&“ ){a'ﬂ 156 dnfrmation,ahgit
{bengo%e@(ﬁlr? g&?tﬂ Q(%PA fair lending
fja Otf%f: %lén ?Ir Q% ¥ '?(l:l{/%wgtthat were conducted. i

sl et e AR
not rowg e.a gSSiIS?)a%Sm loﬁ)(sfﬁ]t asses;men%ﬁ%ﬁn %&l’ an

on-site evaluation of the institution’'s overall record of
performance under the CRA by its appropriate federal
§upefvi§@f(footnote 13 See Interagency Questions and Answers
ABC’s 12 subsidiary banks eacBeQ@@lﬁ&Qomm@ﬁﬂg
Beimyastsiaotobp Federna ikagister36:680tanek-3668RA0Qkrend f00 dge Y |t ﬁm%’ ro%ﬁ{, E)Sﬁe Alﬁ 'fltleveks e t?mcome

1ner noted no- supsta thG 10N
lcan owas enle credlt was, in fact, CI‘BHItWOI‘thy ?n addi-

oan amoun ST ve {0 e real es e collateral

forfrRfce d2aluhipidiary FDABKS @aBbidiaepivesni, rating iU I Lon: d
SRS AELI 91 PHHEINAL S TIOBkiFEESREGRA R Erﬁ;ggggﬁa%ﬁig;" (e e g omga;e) 0 PR et cos)

formesseevabiaiion(fainomal4T easrendixlistsibamesiresent HMDA. data, therefore. have limita-
Office of the Comptroller of hRERFERPINWOEUNGS A8 i o that make them an inadequate basis, absent other
ABGissubsidianybankssacfeqinpie B seu i d ‘

Nad Srgi @HQ @&él'%ﬂé@ﬂﬁ%;@@bﬁgg Flrlsr%formation, for concluding that an institution has engaged
wlﬁliﬁﬁ C 110]
IRRAIADC A RA Hrcl'%‘soﬁSré%%%ﬂfré“sVaJHétﬁegﬁﬁlsﬂﬁ%

Qtfisenkt sbeusemptselenef. the Currency (“OCC"), as
of March 8, 2005, and June 10, 2002, respectively. After

consummation of the proposal, ABC will generally imple-

E %&ﬂ}lﬁ rren(tl%RA Eollﬁi]e%gqiocedﬁres and programs at

acqulre rom

The Board has carefully considered the lending records
and HMDA data of ABC and FNB in light of public
comment about their respective records of lending to
minorities. A commenter alleged, based on 2004 HMDA

in illegal lending discrimination.

The Board is nevertheless concerned when HMDA data
for an institution indicate disparities in lending and believes
that all banks are obligated to ensure that their lending
practices are based on criteria that ensure not only safe and
sound lending but also equal access to credit by credit-
worthy applicants regardless of their race. Because of the
limitations of HMDA data, the Board has considered these
data carefully and taken into account other information,
including examination reports that provide on-site evalua-
tions of compliance by ABC and FNB with fair lending
laws. In the fair lending reviews that were conducted in
conjunction with the most recent CRA evaluations of the
subsidiary depository institutions of ABC and FNB, exam-
iners noted no substantive violations of applicable fair
lending laws.

The record also indicates that ABC has taken steps to
ensure compliance with fair lending and other consumer
protectionlaws(footnote18 Acommenterquestionedthe
completeness of information pro-

vided by ABC about its policies and procedures for ensuring com-
pliance with fair lending laws. After the commenter expressed this concern,

the Board received additional information from ABC about
its fair lendina comoliadR € nroemaes amic doothate)it  currentlv



conducts quarterly compliance reviews of each bank’s
loans, along with annual fair lending reviews involving
comparative-file analyses. ABC also stated that it main-
tains a second-review program for its residential lending.
In addition, ABC requires all its employees to participate
annually in fair lending and CRA compliance training.
ABC has indicated that it will institute its current fair
lending pelicies and procedures at the banks acquired from
FNB.

The Board also has considered the HMDA data in light
of other information, including ABC’'s CRA lending pro-
grams and the overall performance records of the sub-
sidiary banks of ABC and FNB under theGQRRMfooffihtst9
Aeohsientecisertedithabthambeenbaofthoy deniediwith-are

drawn,Qyacempes AP RicaHans indhe 8R4 1Mb Ardata feported
by So%t 8% nk®demonstrated the bank's violation of HMDA

or the it Opportunity Act. Commenter provided no evi-
dence that the HMDA data are, in fact, inaccurate. The OCC, as the
primary federal supervisor of South Georgia Bank, is responsible for

evaluagn ¢S CO km ﬁﬁ é}é!it%# ggg% i@%?y‘\és.
The a?ﬁg@%&ﬁ[e% ﬁ %ﬂb@@ agﬁgia nk's
recor@ B EEHBfiance with these laws end footnote)These
established efforts demonstrate that the institutions are

TeievB oard¢lasneartsfuliget ot deiedi tanegwds faétshef rreviey
FXTNARY BDorts of examination of the CRA records of the
institutions involved, information provided by ABC, com-
ments received on the proposal, and confidential super-
visory information. The Board notes that the proposal
wolld expand the banking products and services available
to customers of FNB. Based on a review of the entire
record, and for the reasons discussed above, the Board
coneludes that censiderations relating to the convenience
and needs facter and the CRA perfermance reeords of
the relevant depesitory institutions are censistent with
appreval.

Conclusiom

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 BHCAAt(foothbte20
Bosedimapiaroregupstgst tatctigyBasndinldedpoblio mpeting or
thean Y oW itte propesadi Geel danpofdhe B HisAstidpemiottequire
dberBoarddatboldalpullictieaBogranian application uriess the
ppliepriaie. SHpenvisposastbotis fas dibg pank toheitesuirgadnakes a
dumehyiwiisen recoramendatian obdepialdfithesappiisatian. ihhe
Baaddhasnaidepeived sHchohreammendation fremithesappaopriate
SGUPRISORY RN QALY -ddndeitsigguiationsotbe Brnkstalsemay, in its
iissratianr hplslpulitmeeting or hearing on an application to
acquise g e mestingidhearng o Pesessakn A RAkARIate to
wdaofy fastudkiseussralaterh ip {he Appbicatianiandoroyigesan
ORRATtYPIY Eori ERRtiMRRY ChéifehRA%S: 18(eDIbgBoardhas consid-
erRdorarsiulivdbs commeniersiteauestdedipht oball thgfaotsof
fiseandhaker the BRAER MG RBELIMERIer JTad ample, oppAsiunity to
%Hpgﬁgdgsuyigg\{ 'rﬁlfl@ﬁg,ﬁ@qmitted written comments that the
q3¢d hasegonpidecen sarefWvan a6ting:an Lik-PIRRORL vern-

Piegommsater's request fails to demonstrate why the written comments do

not present its views adequately or why a meeting or hearing other-
wissould R negeasary.An ARRORNIRLEN FoTthesk easoRs, and based
i alhdhe faatsosf BREQIO)son, and Kohn.
the Board has determined that a public
meeting or hearing is not required or ROBERT DEV. FRIERSON
warranted in this case. AccordDeputy Secretary of the Board
ingly, the request for a public meeting
or hearing on the proposal is
denied end footnote) The
Board's approval is specifically
conditioned on compliance
by ABC with the conditions
imposed in this order and the
commitments made to the
Board in connection with the
application. For purposes of this
action, the conditions and
commitments are deemed to be
- conditions imposed in
writing by the Board in connection
with its findings and
decision herein and, as such,
may be enforced in proceed-
ings under applicable law.
The proposed transaction may not
be consummated
before the 15th 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 Novem-
ber 30, 2005.

Voting for this action: Chairman
Greenspan, Vice Chairman Fergu-

son, and Governors Bies, Olson, and Kohn.
ROBERT DEV, FRIERSO
Deputy secretary of the Boar



Appendix

CRA Ratings of ABC's Subsidiary Banks

Heading row column 1 Bank column 2 CRA Rating column 3 Date
column 4 Supervisor end heading row

Southland Bank,Dothan, Alabama CRA Rating:Satisfactory

Date:June 2002 Supervisor:FDIC

American Banking Company,Moultrie, Georgia

CRA Rating:Satistactory Date:June 2003 Supervisor:FDIC

Citizens Security Bank, Tifton, Georgia

CRA Rating:Satisfactory Date:March 2003 Supervisor:FDIC

The First Bank of Brunswick,Brunswick, Georgia

CRA Rating:Satisfactory Date:February 2004 Supervisor:FDIC

First National Bank of South Georgia,Albany, Georgia

CRA Rating:Satisfactory Date:November 1999 Supervisor:OCC
Heritage Communitg Bank,Quitman, Georgia CRA Rating:Satisfactory
Date:October 2003 Supervisor:FDIC

Cairo Banking Company,Cairo, Georgia CRA Rating:Satisfactory
Date:May 2003 Supervisor:FDIC

Merchants and Farmers Bank,Donalsonville, Georgia

CRA Rating:Satisfactory Date:November 2002 Supervisor:FDIC
Citizens Bank-Wakulla,Crawfordville, Florida CRA Rating:Outstanding
Date:September 1999 Supervisor:FDIC

Tri-County Bank,Trenton, Florida CRA Rating:Satisfactory

Date:April 2005 Supervisor:FDIC

Central Bank & Trust,Cordele, Georgia CRA Rating:Satisfactory
Date:November 2002 Supervisor:FDIC

Bank of Thomas County, Thomasville, Georgia CRA Rating:Satisfactory
Date:October 2004 Supervisor:FDIC

Banmik of Americea (Ooppovation
Charllottee, Novtth Qanolinag

proposal and all comments received in light of the factors
set forth in the BHC and Federal ReserveAkts¢footnote4

THietaRN cOMAMRAtes's expiessed congasnsand assets of
approximately $1.3 trillion, is the seconVRIi@tH dspesiscof
thgpropesal enthootaie)States Bank of America oper-
atdBank deboRineidastwitiontotakitobsaehicaésdn a¥Seisatof

Order Approving the Merger of Bank Holding
Companies

Bank of America Corporation (“Bank of America’), a
financial holding company within the meaning of the Bank
Holding Company Act (“BHC Act”), has requested the

aparehd Meketic S 30 otiamids Bl secaith gesttidenosdto i
atgasizatiqredmihablénHedbiakstfoatnpipbéssset
anyipatianalicankiag datareasofissepiemappdiresly

Board's approval under section 3 of the BHCAi(footmotel 889 kaflest ngygeisandacauiskions apafildrgemhaiA

tkrge with MIBNA Corgd8dfon (“MBNA”), Wibetingis)ig 200&iendFaatna®lional Association (“MBNA Bank™)

Merge andth it hidyTer PerBINA (IWB NdbgidiMiymbagion, and MBNA America (Delaware), NBank DABNDe LA 9Pk

Betaware/ iaegicacaqlsisepMBNA'so taaysubidisAan Ks(§eotnoBEAISTS, dBRAsItory Wstitutionsfogtapteplnthissametanches

cofpanrkfrAmesinsialso hagltequestedthg Boast'sBppFa@ita wﬁgrﬁd denesitecy msiutionsiaclyde camumettepository

hold arRlsxeteisg@n option that allows Bank of America to purchase  &}8hBanke SaY iRgLRANKE SdSaYINGS engages in a broad
up to 19.9 pessent off MBNAS kingsEcuiies ihcadsioeyratooscun  ANOCIBLIINSERGEROMISANKing activities.

This oppiparenuly expireuhsrnssnmasion ofithe nrepasahiy Bask On consummation of the propdRRrapahes i Ahiptes

of Bmericadiemarge; with MBNA. (madditiomBankeiémenisa  anshifie QintichefGIHMbiAApddpesaaseLRIIARIYIES iR

proposgs ieracnkire shecxprbanking subsiares RfMBNAITagcate  HMBHIHSIRERISS o]t tORAARKIREIREHYI RS ets of approxi-

dance with section 4(k) of the BHC Act (12 U.S.C. § 1843(k)) end footnote)

Bank of America also proposes to acquire MBNA's Edge
corporation, organized under section 25A of the Federal
ReserveAct(footnote312U.S.C.§611etsegendfootnote)
Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(70 Federal Register 44,650 (2005)). The time for filing
comments has expired, and the Board has considered the

mdWBNA withiiotal consolidatednassels A ARRIGK RAE1Y
B3 AUlivnie PRSE SN WERRSUPAISHEEORSor MBNA
America Bank, National Association ("MBNA Bank")
and MBNA America (Delaware), N.A. ("MBNA Delaware
Bank"), both of Wilmington, Delaware, with branches
only in Delaware. MBNA is the 23rd largest depository
organization in the United States. It also engages in a broad
range of permissible nonbanking activities.

On consummation of the proposal, Bank of America
would remain the second largest depository organization in
the United States, with total consolidated assets of approxi-
mately $1.3 ftrillion. The combined organization would
operate under the name of Bank of America Corporation.
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8 %s%%ttl?gf ﬁeanr}kaoﬁc %PIP%] acro% 0 )s(,c ?eneél‘g% the natl(_)n- btﬁ'&'&nsdﬁ@lth@eugwgg?(@%g?temfhis formulation,
wide deposit cap through internal growth and effective A/FleetOrderat220endfootnote) Consequently,the Board

competition for deposits or through acquisitions entirely has relied on the data collected in these reports to calculate
within the home state of theacquirer(footnotell the total amount of deposits of insured depository institu-

One commenter asserted that the nationwide deposit cap does tions in the United States and the total amount of deposits

not allow for internal growth above 10 percent of the total amount held by Bank of America, both before and on consumma-
of deposits of insured depository institutions in the United States, tion of the proposed transaction, for purposes of applying
and another commenter urged the Board to order Bank of Americato  the nationwide deposit cap in this case. The line items for

reduce its share of nationwide deposits end footnote) total domestic deposits on the Call Report, TFR, and RAL

As required by section 3(d), the Board has carefully do not require reporting of the total amount of deposits as
considered whether Bank of America controls, or on con- defined in section 3(1) of the FDI Act. Therefore, the Board
summation of the proposed transaction would control, has calculated Bank of America's share of the total amount
more than 10 percent of the total amount of deposits of of deposits of insured depository institutions in the United
insured depositoryinstitutions(footnote12TheBHC States using the items on the Call Reports, TFRs, and
Act adopts the definition of "insured depository RALs, and the formulation described in the attached

institution” used in the Federal Deposit Insurance Act (12 U.gendix and the BOA/FleetOrder(footnotel6BOA/FleetOrderat
§ 1811 et Seq.) ( FDI Act ) See 12 U.S.C. § 1841(n . The FQ &Cgeverm commenter's questioned

contains an identical nationwide deposit cap applicable to bank-fo- St ; : ; ;
bank meBgers and, cons_equentEE/ many of the terms used in t dher the proposed acquisition would violate the nationwide deposit

I 3

nationwide deposit cap in the BHC Act refer to terms or defiffloA8d one commenter suggested that the Board should rely on the
contained in the FDI Act. The FDI Act's definition of "insurédummary of Deposits ("SOD") data collected annually by the FDIC
depository institution" includes all banks (whether or not thednstistithe Board not follow the formulation used in the BOA/Fleet
2{?\2 rllz :z?si%léi];(':iro%%rfhoastegrgfi;[glej r%g'g 'Atﬂ) savine SD%%rz)l(ssi't f@insaction. As noted in the BOA/Fleet Order, SOD data disclose an
Corporation ("FDIC") and insured U.S. branches of foreign éﬁ%@% s deposits broken out by branch office. However, SOD data
as each of those terms is defined in the FDI Act. See 12 U.S.&¢ not, and are not intended to be, an exact representation of deposits
§ 1813(c)(2). end footnote)in the United States. The  as defined in the FDI Act. Rather, these data are intended to provide

Board calculated the percentage of total deposits of insured 3 useful proxy for the size of each institution's presence in various
depository institutions in the United States and the total  panking markets primarily for the purpose of conducting examinations
deposits that Bank of America controls, and on . . ! -
and performing competitive analyses in local banking markets.
Consequently, use of SOD data would require a variety of adjust-
ments, most of which would be based on Call Report, TFR, and RAL
(0 are ayearattheend .
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which the Board developed in consultation with staff of the
FDIC, conforms the data on Call Reports, TERs, and RALSs
as closely as possible to the statutory definition of deposits
in the FDI and BHCAXisgfootnote17BOA/Fleet
Omdesaat 220m@pdiFasingte) Report, TFR, and RAL data
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Competitive (Consitiorations

Section 3 of the BHC Act prohibits the Board from approv-
ing a proposal that would result in a monopoly. It also
prohibits the Board from approving a proposal that would
substantially lessen competition in any relevant banking
market unless the anticompetitive effects of the proposal
are clearly outweighed in the public interest by the prob-
able effect of the propesal in meeting the convenience and
needs of the community to bessered(footMuieZBLALSHas
SardBAR(CYCsievrtdfontveiepdiaive effects of thB@atholas
narsfiyoroamidaedathe eampetitiveiatiectnof piwncoposal
inelighbrothalprihsofacts of record, including public com-
MEREIRN EIRRFRPASA - argued that the proposed merger
worliaRMBERIEES carapetitithatefibe P rangsgd oMeess
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adequately managed as defined in the Riegle-Neal Act (12
§ 1842(d)(1)(A)). MBNA's subsidiary banks have beeryn,

pﬂmmmmmwmmmmmy?
cable state law. See 12 U.S.C. § 1842(d)(1)(B); see also Order 0 U

the Delaware State Bank Commissioner ("Delaware Commissioner")
dated October 14, 2005. The other requirements in section 3(d) of the

BHC Act also would be met on consummation of the proposal. end footnote)

Based on all the facts of record, the Board is permitted to
approve the proposal under section 3(d) of the BHC Act.
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nesses: Evidence from the 1993 National Survey of Small Business
Finance, 8T Federal Reserve Bulletin 629 (1995); Elliehausen and

Wolken, Banking Markets and the Use of Financial Services by

Households, 78 Federal Reserve Bulletin 169 (1992); Elliehausen and

Wolken, Banking Markets and the Use of Financial Services by

Small- and Medium-Sized Businesses, 76 Federal Reserve Bulletin

726(1990).endfootnote)Consistentwith these precedents and
studies, and on the basis of the facts of record in this case,
the Board concludes that the cluster of banking products
and services represents the appropriate product market for
analyzing the competitive effects of this proposal.

In defining the relevant geographic market, the Board
and the courts have consistently held that the geographic
market for the cluster of banking products and services is
local in nature. MBNA's subsidiary banks are located and



hold deposits only in Delaware. Bank of America does not MBNA, or their respectivesuhdididiies¢footn$tedd com
maintain branches or hold deposits in Delaware. Accord- Gammenterprisscekprassedconteras dhoutrthll fallowikydiat
ingly, Bank of America and MBNA do not competys: (1phMBiAs dgBlatkve fobhytnicaffdMBN2), the amoentdit Bank
directly in any relevant banking market as currently defined ofiAdmaticamageitBNA's political campaign contributions; and
by the Board and the courts. (3) past or potentiahjnipl dsseacablisoursing asparasioi @i this o past
Although the Board believes that the cluster of services mbrgatingd hesgaantantions dnd doaeingargautsidectha dimisrd
appropriately defines the market for analyzing competitbietutory factivis thatttbecBoagdrszautbnsizes tdveahsidebahen peiie-
effects of bank acquisitions, the Board has also reviewwian apptisatiaq wogeotnedid b Ast, SseWyBsteythBameahates, Joady-
the competitive effects of this proposal based on an alterna-  Boarsfofic aversiaisrd8ddp s 4y [H¥hGiToA9 aa)eritianinaie)Some
tive approach that recognizes that the business of MBNA  GORAHREKEIS Sxeressats. cineaifewiodtidie eieddoaaddclanding
is focused narrowly on issuing credit cards. Even viewing  plasticasvefi@anls afeAunenigadMB difiar dheqarrdit caed
competitive effects on this basis, however, the proposal is  Industyy dngeearalfootpeieddsevrralcnmentsrsallegraibatl
unlikely to have a significantly adverse effect on competi-  factors, the Board has consiR8nKpfOmenisaaViBNA
tion. The Board notes that the submarket for credindaganerallyetie.credibearghiadusinngraagad me dreaptives svadit
issuance is only moderately concentrated and would renfffd lendinigiRéasticrs theouahiamangotbennracticeshiniversal
so after consummation of the propesal (whetherdevault clausssdiveredibaatd aguesmarnis,niSlgadingradusetising:ef,
ated by number of accounts, dollar balances ocdtseiRsH@tes, andiconfusing fesssucturgs Gemephthese ARMIMEALEES
or doliar velume year-to-date). In additien, issuifgedrtgtBoarnd ta;ipReseconditionsrequested by the commenter's in
eards is an aetivity that is condueted on a national digbIRd] the conggrRs.expressed, anei Ahe cragit cardnamsyy. Based
seale, with relatively low barriers to entry and wion Aepgitations.yiththapdmary suRamvisar.of thecrediiedrchlanding
ous other large finaneial organizations providBupsidéssies ofiBankfiAmerica.and VBN A thereHoeR At APRSAIQ
serviees. be any evidenge gfnencompliance with sxistingdavs spdyegplarions
The Department of Justice has conducted a detailed  {NAIMEHIG\RIR against.arprovatet the aprlicationgnd footnote)
review of the competitive effects of the proposal and has I ch_ﬁ'ééfﬂLii’éﬁ‘&_lé‘ﬂﬂﬁﬁ'qkaktfﬁgﬁ%&nagxz?%ﬁ%ﬁ%neﬂf:‘?ﬁ%?éSaHM
advised the Board that consummation of the proposal Eﬁ 1% 0ROpNIZa{IQRS B iRk B thJBWE Wi tge HRRNG
would not likely have any significantly adverse effect on  ERRTHLQ0,PLING, HERD HERHIONG, inuRlysd 8P Jpth.a parent-
competition. In addition, the appropriate banking agencies  °Myhandseaselidated Pafiqasenelleas e Sinnrial Gandis
have been afforded an opportunity to comment and have  UPBALENGSURSIIATY SPARIACTY PSHIMEOR AdSiBifigant
not objected to the proposal. ARRPARKING, ARATAIOAS: A S AYRIALAR. 406 BoAltERR:
Based on all the facts of record, the Board has concluded 8@%&&%&5%}( an ALS8vs 105 9(5 %S%ip&lael ﬁgﬁgﬁ%%sﬁféfe

that consummation of the proposal would have no signifi- AN &praings Lo il €4 %ﬁﬁ%@% H{]inﬁ{g
cant adverse effect on competition or on the concentration CIRES ity ROk ( alﬁ%ﬁ'éhegtboa%nc?f Hrea oty

of banking resources in any relevant banking market and  49¢ uaﬁ%t’artl% RPN ifﬁ Al e 58%591)%'%% -
that competitive factors are consistent with approval. Al thanaiisla %Pfﬂ%'ﬁ'sqﬁe%s e, O%éé)%eratgrq{’r?ééayrf) Mt

SADSHIMAIon. Gluchnd, I GARITRL AGATIOn el gy
and earnings prospects, and-the “impact of the propose
funding of the transaction.

Bank of America, MBNA, and their subsidiary banks are
well capitalized and would remain so on consummation of

. . i theproposal(footnote25Somecommenter'sallegedthatthe
Section 3 of the BHC Act requires the Board to consider compensation for MBNA's

the financial an‘d managerial resources fmd, futur'e pmSpec,t§enior management under severance agreements or other compensa-
of the companies and depository institutions involved n agreements is excessive. The Board notes that the severance and
the proposal and certain other supervisory factors. In compensation agreements have been disclosed to shareholders and
revlewil_ig these fgctors, the Board has co_ﬁsidered, amoOnNGy,at Bank of America would remain well capitalized on consumma-
other t_hiﬁgs, .eeﬂﬁdeﬁﬂal reports of e)_(ammatloﬁ and other tionendfootnote)Basedon its review of the financial factors
supervisory mfcrma_tioﬁ_ ff@m the primary federal super- in this case, the Board finds that Bank of America has
visors of the organizations 1ﬂvelve_d In the proposal. In sufficient financial resources to effect the proposal. The
é.ddjﬂ@ﬁ* the .E@af.d haﬁ.@@ﬁsuu@d With the relevant super- proposed transaction is structured as a share exchange and
visory agencies, including the Office .@.f the Cormptroller partial cash purchase. Bank of America will use existing
of the_@gﬁeﬁgy (HQCC”»% the Securities and E?‘(@Haﬁgé cash resources to fund the cash purchase of shares.

Commission (“SEC”), @ﬁd the De_lawafe .@m§§1@ﬁjeﬁ The Board also has considered the managerial resources
The Beard @_1§@ has é@ﬁ§ld@f@d PUBh@ly_ @V@ilﬁme ﬁkﬁlﬁﬁ@i@l of Bank of America, MBNA, and the combined organiza-
and .@.EB@.E 1ﬂf@f_[ﬁ§ﬂ@ﬁ R the Qfgaméaﬂ@ﬁ%_ aﬁg. their tion. In evaluating the managerial resources of a banking
§tf8§i€l§f_l@§; all 1ﬁf§f[ﬁ§ﬂ@_ﬁ en the pf@p@§§1‘§ ﬁ'ﬂgﬂ_éﬁl and organization in an expansion proposal, the Board considers
Eﬂﬁﬂﬁg@ﬂﬁl _é§§6€§§ §HBf?ﬁ1ﬁ:@9 By Bank of Afﬁ%ﬂ@ﬁ and assessments of an organization's risk management—that
MBNA Eluﬂﬁg the gppﬂeaﬂgﬂ proeess, and 9“911@ &81h- is, the ability of the organization's board of directors and

Finamcial], Mamagenial]/, and Other Supevvisaryy Factors

fents reeeived By {_H% Beard en the Ef@ﬁ@%l: o senior management to identify, measure, monitor, and con-
The Board received several comments criticizing the  trol risk across all business and corporate lines in the
financial and managerial resources of Bank of America,  organization—to be especiallyimportant(footnote26

See Revisions to Bank Holding Company Rating System,
69 Federal Register 70,444 (2004). One commenter questioned
whether the combined organization would present special risks to the
federal deposit insurance funds or the financial system in general. The
_commenter also expressed concerns about Bank of America's finan-
90 e H Y N Yt R H P F ) 186 1 )




reviewed the examination records of Bank of America,
MBNA, and the subsidiary depository institutions of each
organization, including assessments of their management,

risk-management systems, and operations. In addition, theyeri
Board has considered its supervisory experiences and those or i
of the other relevant banking supervisory agencies with tifeucturegsitinanee seanzaati
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organizations and their records of compliance with applica-
ble bankinglawgfootaiaR7SomesnricmenteiBaxpressedc
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The Board also considered the g complidnce sys-
tems and internal audit programs at Bank of America and
its subsidiary depository institutions and significant non-
banking subsidiaries, and the assessments of these systems
and programs by the relevant federal supervisory agencies.
The Board consulted with the OCC, the primary federal
regulator of Bank of America's and MBNA's subsidiary
depositoryinstitutions(footnote28TheBoardreceivedcomments
asserting that Bank of America

capabilities, improve its monitoring of mutual fund operations, and
ovide more stringent disclosure requirements for structured-finance

CTremeenienct: fandnNeep f(Gonsiterations careful consider-
ation of all the facts of record, the Board has determined
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MBNA,and their respective subsidiaries are consistent
with approval of theproposal(footnote30Several
commenter's reiterated the concerns they expressed in
comments on the BOA/Fleet Transaction about Bank of America's
relations with unaffiliated third parties engaged in sub prime lending,
check cashing, automobile-title lending, and operating pawnshops.
They asserted that Bank of America performed inadequate due dili-
gence to screen for "predatory"” loans, and some commenter's urged
Bank of America to adopt particular factors or methods for such
screening. Several commenter's also criticized Bank of America for its
investment in Ownlt Mortgage ("Ownlt"), formerly Oakmont Mort-
gage Company, Woodland Hills, California. Bank of America repre-
sented that its investment in Ownlt is a passive, non ‘controlling
investment. As a general matter, the activities of the consumer finance
businesses identified by the commenter's are permissible, and the

lacks sufficient policies and procedures and other resources to prevénisinesses are licensed by the states where they operate. See BOA/

money laundering based, in part, on reports that BA Bank and othelF|eet Order 217, at 223 n.29 (2004). Moreover, none of these commenter's
subsidiaries of Bank of America held accounts for certain interna-

provided evidence that Bank of America had originated,

tional leaders or their families. As part of its review of managenyrchased, or securitized "predatory” loans or otherwise engaged in

rial factors, the Board reviewed confidential supervisory infgy;
on the policies, procedures, and practices of Bank of Americgf

subsidiary banks to comply with the Bank Secrecy Act and ggg

[ending practices. Bank of America provides warehouse lines-

di% to sub prime lenders and other consumer finance companies,

ases sub prime mortgage loans from unaffiliated lenders and

with the OCC end footnote) The Board also considered cONsecyritizes pools of sub prime mortgage loans. Bank of America has

fidential supervisory information and consulted with t

SEC about Bank of America's nonbanking securities
activities. Moreover, the Board considered information pro-
vided by Bank of America on enhancements the organiza-
tion has made to its compliance systems and programs as

licies and procedures to help ensure that the sub prime loans it pur-
chases and securitizes are in compliance with applicable state and

federalconsumerprotectionlaws.endfootnote) TheBoard also finds that
the other supervisory factors that it must consider under
section 3 of the BHC Act are consistent with approval.
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hepenviserthagensits toednooliiagal fivanaiainitistitinffisidate 35 Bank of America represented that it is evaluating the products
tiedp nieetathe wradisteredsiof {heal divmuditiesnih apkierand services currently offered by MBNA and that no decisions have
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opment program in Delaware end footnote)

As provided in the CRA, the Board has evaluated the
convenience and needs factor in light of the appropriate
federal supervisors' examinations of the CRA performance
records of the relevant insured depository institutions. An
institution’s most recent CRA performance evaluation is a
particularly important consideration in the applications pro-
cess, because it represents a detailed, on-site evaluation of

iGrePubl i meniniees te wifeekvie wonsalest®HE  the institution’s overall record of performance under the
B@gﬁn%tﬁh‘i communities to be served by the resulting CRA by its appropriate federal supervisor(footnote
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matters outside the CRA. The Board has consistently explained that

an applicant must demonstrate a satisfactory record of performance

under the CRA without reliance on plans or commitments for future

action. Moreover, the Board has consistently found that neither the

CRA nor the federal banking agencies' CRA regulations require

depository institutions to make pledges or enter into commitments or

agreements with any organization. See BOA/Fleet Order at 232-33.

Instead, the Board focuses on the existing CRA performance record of

an applicant and the programs that an applicant has in place to serve

the needs of its CRA assessment areas at the time the Board reviews a

proposal under the convenience and needs factor end footnote)

In addition, some commenter's expressed concern, based on

data submitted under the Home Mortgage Disclosure Act
("HMDA"),(footnote 3412 U.S.C. 82801 etseqend footnote)

that Bank of America and MBNA engaged

in disparate treatment of minority individuals in home

mortgage lending.

Bank of America stated that it would work to combine

the community development and community investment

activities of the two institutions to strengthen and meet the

i i Tl
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One commenter forwarded a number of consumer complaints
regarding BA Bank that had been filed with various regulators. The
Board has consulted with, and forwarded these letters to, the OCC's
consumer complaint function end footnote)

In the 2001 Evaluation, examiners commended BA
Bank's overall lending performance, which they described
as demonstrating excellent or good lending-test results in
all its rating areas. Examiners reported that the distribution
of HMDA-reportable mortgage loans among areas of dif-
ferent income levels was good, and they commended BA
Bank for developing mortgage loan programs with flexible
underwriting standards, such as its Neighborhood Advan-
tage programs, which assisted in meeting the credit needs



of BA Bank's assessmentasieaafootintediiiomalso reported housing units in LMI census tracts or for LMI individuals
demnmenteriskesitinizidiBanic of Rmbhicalsaecoretént or  since 2002.

serving thisecraajbnseds afsLivtimesidents indhenSancBliego areaEkaittiaers commended BA Bank's service performance
2001 &Evalvationi BABaoK reaeivadisiméoutsiandingionafing wnderghout its assessment areas in the 2001 Evaluation(footnote
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Bank—consistently demonstrated strong investment-test
performance, noting that its performance was excellent or
good in the majority of its assessment areas. During the
evaluation period, BA Bank funded more than 17,000
housing units for LMI families through its community
development investments throughout its assessment
areas(footnote 44 Bank of America also has provided

grants to nonprofit organi-

zations, such as ACCION and the New Mexico Community Develop-
ment Loan Fund, that originate microloans in amounts as low as $500

andpromoteSBAprogramsendfootnote)Examinerscommended

BA Bank for taking a
leadership role in developing and participating in complex
investments that involved multiple participants and both
public and private funding.

Since the 2001 Evaluation, BA Bank has continued its
strong community-development investment activity in its
assessment areas. Bank of America represented that BA
Bank made more than $1 billion in qualifying investments
in 2004 and that BA Bank's subsidiary community devel-
opment corporation had helped develop more than 6,000
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devetopment loans. In addition, examiners reported that
MBNA Bank provided $48.9 million in qualified grants
that benefited more than 360 community development
organizations and programs and contributed an additional
$58.3 million to nonprofit agencies providing consumer
credit counseling throughout the United States.

Examiners commended MBNA Bank's responsiveness
to the credit needs of its assessment area. They reported
that MBNA Bank was highly responsive to the credit needs
of LMI individuals and communities and offered many
affordable housing programs for LMI individuals and fami-
lies. Examiners noted that MBNA Bank substantially met
the affordable housing needs of its assessment area through
both qualified investments and community development
loans. In addition, examiners commended the bank's com-
mitment to enhancing educational opportunities for disad-
vantaged students from LMI families. They also reported

Esnqirimarily in



that MBNA Bank was very responsive to small-business
financing needs in the assessment area.

B. HMDA Data and Fair Lending Record

The Board has carefully considered the lending record
and HMDA data of Bank of America and MBNA in light
of public comments received on the proposal. One com

menter alleged, based on 2004 HMDA data, tha®@@ank otommi¥HRINA. Iﬁilﬁ%@

America denled the home mortgage loan applications of
African-American and Hispanic borrowers more frequently
than these of nonminority applicants in various states, the
Distriet of Columbia, and Metropolitan Statistical Areas
("MSAs”). Another commenter alleged that, based on
2003 HMDA data, MBNA denied home mertgage loan
applieations from African Americans and Hispanies mere
freguently than applieatiens frem nenminerties In eef-
tain markets. The eommeners alse alleged that Bank ef
Ameriea, MBNA, and their subsidiaries made higher-eest
leans mere freguently te African-Ameriean and Hispanie
Berrewers than te nReRmineriybevRWRsootNaigdBoard
reviBeanRiRoINYa Lo 3004 OATAVRA dali ey irsdriane

worthy applicants regardless of their race. Because of the
limitations of HMDA data, the Board has considered these
data carefully and taken into account other information,
including examination reports that provide on-site evalua-
tions of compliance by the subsidiary depository and lend-
ing institutions of Bank of America and MBNA with fair
lending laws. Examiners noted no substantive violations
of applicable fair lending laws in the examinations of the
depository institutions controlled by Bank of America of
iloBaséheoB otk hak oonswied ikin e
OCC, the primary federal supervisor of Bank of America’s
and MBNA's subsidiary banks.

The record also indicates that Bank of America and
MBNA have taken steps to ensure compliance with fair
lending and consumer protection laws. Bank of America
and MBNA have corporate-wide policies and procedures
to help ensure compliance with all fair lending and other
consurmer protection laws and regulations. Bank of Ameri-
ca’'s and MBNA’s compliance programs include fair lend-
ing policy and produet guides, compliance file reviews,
testing of their HMDA data’s integrity, and other quality-
assurance rmeasures. In addition, Bank of Arnerica and
MBNA represented that their consumer real estate asseei:

ates receive and will eentinue to reeeive complianee train-
ing that includes eourses in fair lending laws, privacy laws,
infermation seeufity, HMDA reperiing, and ethies. Furiher-

reportegiox igarers WerNeXpanfed o inelysRIRHGiBaARtormation for
loans omﬂaﬁlg}bwwg%caa@gﬁﬁ ((RRIR) EXeres thesyiid
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R S AR A R gram has been significantly expanded In the area of prie-
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that it will review any medifications of MBNA'S Gperations
that might Be required after copsHmmMAtan of the propssal:

The Board also has considered the HMDA data in light
of other information, including Bank of America’s and
in' 5 cae % £l MBNA’'s CRA lending programs and the overall lend-

meryq "{g}g are 0 eXC '9(9 o 'mgoaln thhq (g SR sg ing performance records of the subsldiary banks of Bank of
COS‘% 0” a yJacial On cmer esaf% anﬁ America and MBNA under the CRA. These established
Oun rechi! ’Eﬁ w2 ess Cr% & % With  efforts demonstrate that the institutions are active in help-
rece” 1on 0§ pricing information, Prov}’de 0”1' ing to meet the credit needs of their entire communities.
thTtEd—mfcrmatlon about the coveredloans(footnote51

The data, for example, do not account for the possibility that an
institution's outreach efforts may attract a larger proportion of margin-
ally qualified aptpllcan_ts than other institutions attract and do(go Closinas
provide a basis for an independent assessment of whether an‘ap g
who was denied credit was, in fact, creditworthy. In addition, credit
history problems, excessive debt levels relative to income, and high
loan amounts relative to the value of the real estate collateral (reasons
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Several commenters expressed concerns about the pro-
posal’s possible effect on branch closings. The Board

most frequently cited for a credit denial or higher credit cost) are not

available from HMDA data end footnote)HMDA
data, therefore, have limitations that make them an inade-
quate basis, absent other information, for concluding that
an institution has engaged in illegal lending discrimination.

The Board is nevertheless concerned when HMDA data
for an institution indicate disparities in lending and believes
that all banks are obligated to ensure that their lending
practices are based on criteria that ensure not only safe and
sound lending but also equal access to credit by credit-

has carefully considered these comments in light of all the
facts of record. Bank of America has represented that it is
not planning any merger-related branch closings and that
any such closings, relocations, or consolidations would
be minimal because there is no geographic overlap with
MBNA. Bank of America’s branch closure policy entails
a review of many factors before any elosing or consolida-
tion of a braneh, including an assessment of the braneh,
the marketplace demegraphies, a profile of the eommunity



where the branch is located, and the effect on customers.

Act(fooliiateBéBdnk of Amkricatintentls thactuiredv BiyAisddreign opera-

The most recent CRA evaluation of BA Bank noted favor- tions undercesiienet{ c)(icBrofltbeHBH& AR encrsectiort 2mdf the
ably the bank’s record of opening and closing branches. FederdB&esttvdRAgt(ifidh KCag6abesiseen) prishanppodhelgefaiad

The Board also has considered the fact that federal
banking law provides a specific mechanism for addressing

progrserit procedure of section 211.9 of Regulation K (12 CFR
211.9(b))endfootnote) TheBoard concludes that all the factors required

branchctosinggéfootnadeb2Sbotoredafihiehb stk 186 §1831r-), asincplesidered under the Federal Reserve Act and the

mensest byshaidnint Roley-Sthiemait RegaitingdBiancinGlosings

(64 FasierapRegistirdd4844u{1O993)h mequirascy bbeRoe pevitiedhe

it with eddesista 30cdBoastiagand thaappeopdat fedatal

bankigragenay vedeat] leaplea0cday MONCB beltore the-datermfeie

proposegbranchimdasiig: herhaok alkssin seaedtaditorprngide ieasons

and othehsupperinRdatpdarcing chosussatonsistant with the institu-
tion's written policy for branch closings end footnote)

Federal law requires an insured deposi-
srveaﬁ&émgﬁ% t%@&%&%ﬂe@ iidnfvaeglc and to the
appegﬂﬁaed%&f)r supervisory agency before closing a
branch. In addition, the Board notes that the OCC, as the

R BRUARLE YAttt ‘6'853&8&%6 Bnte N EOPYaS D
FRUG S ARSHESS o aUG RN G¢ 850" E A e rF8HR L
I { t 5@1&%&5@@%@/&% ,aimsrmation provided
by Bank of America and MBNA, comments received on
the proposal, and confidential supervisory information.

The Board notes that the proposal would expand the avail-
ability and array of banking products and services to the

Bontksideoulation K are consistent with approval of the
proposal.

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

record, the Board has determined that the application and

notice should be, and hereby are,aggoved{footnote55Several
comnemRrisreguasiteththah fhreBvanddield agpshliged all

meeting wtheadny enlthrpsoppsaladectiams efithg:BEHC Act does
notreguice theiBoard BHWIda publicheasiigicman application unless
thesappreprgtesupappisory authecitycforytberankiedsnacquired
BakeE v ienBeeRnIMendation efidemhal obibaiappligation. The
Bearstdas a0l receivechsuehmeeco mmendation Femithe appropriate
supep¢isonywakharities Jdnderrits fagylatians; thesBeard also may, in
ifsudiscretion cheleha publicaneatingiobhsarngienanapplication to
aeauireRibankihpesessaky AAPRIOPIIatR focclaribhfagtual issues
trlatedite Iaemugatmamm@mﬂd,e@wmapr ityfor testimony
EheekeR 122 ndhe3eanphas.cansidered carefully the

commenter's' requests in light of all the facts of record.
e In the Board's view, the

customers of MBNA, including access to alms@me)eader's had ample opportunity to submit their views and, in fact,
Bank of America banking centers. Based on a reviesHBpifged written comments that the Board has considered carefully
entire record, and for reasons discussed abeve, thelBagHNg on the proposal. The commenter s’ requests fail to demon-
coneludes that considerations relating to the corpfEFHRNEBY Written comments do not present their views adequately or
and needs faster, ineluding the CRA performance/¥aygid¥ieeting or hearing otherwise would be necessary or appropri-
of the relevant depesitory institutions, are consisi@if: {FpRthese reasons, and based on all the facts of record, the Board

approval of thepsaRasal(footnote530ne

has determined that a public meeting or hearing is not required or

commenter rerterated comments he made in conageagad in this case. Accordingly, the requests for a public meeting

with the BOA/Fleet Transaction, urging the Board not to approve the
proposal unti Al ofAMerica meets certain "commitments” regard-
ing its lending prdgrams in Hawaii and its goal for mortgage lending

to Native Ha? ii gig%%&ﬁ( jiap hems | rgfﬁgﬁa%/ﬁ { ig&r
at23 %gﬁ gent Rl tr%%%‘?fo 8t (ATECEGl
announced plans'td engage in certain lending programs in " Hawali
were not commitments to the Board, and these plans were not con-
ditions to the Board's approvals in earlier applications by Bank of
America or its predecessors. See id. As also previously noted, the
Board views the enforceability of such third-party pledges, initiatives,
and agreements as matters outside the CRA. Bank of America has
represented that since the BOA/Fleet Transaction, Bank of America's
loans and investments in Hawaii that qualify under its understanding

with the state of Hawaii Department of Hawaiian Home Lands have

or hearing on the proposal are denied end footnote)

In reaching its conclusion, the Board has considered all
the facts of record in light of the factors that is required
to consider under the BHC Act and other applicable stat-
utes(footnote 56 One commenter
also requested that the Board delay action
or extend the comment period on the proposal. As previously noted,
the Board has accumulated a significant record in this case, including
reports of examination, confidential supervisory information, public
reports and information, and considerable public comment. As also
noted, the commenter's had ample opportunity to submit their views
and provided substantial written submissions that the Board has con-
sidered carefully in acting on the proposal. Moreover, the BHC Act
and Regulation Y require the Board to act on proposals submitted

increased from approximately $70 million to more than $99 kiitlesiihase fyewisiens within certain time periods. Based on a review

S\EHH et wf o Fe

of all the facts of record, the Board has concluded that the record in

this case is sufficient to warrant action at this time and that a further

delay in considering the proposal, extension of the comment period, or

a denial of the proposal on the grounds discussed above or on the

basis of informational insufficiency is not warranted. end footnote)
The Board's approval is specifically conditioned on

compliance by Bank of America with the conditions in

this order and all the commitments made to the Board in

connection with the proposal. For purposes of this trans-

action, these commitments and conditions are deemed to

be conditions imposed in writing by the Board in connec-

tion with its findings and decision and, as such, may be

enforced in proceedings under applicablelaw(footnote57

One commenter reiterated his request from the BOA/Fleet

Transaction that certain Federal Reserve System staff and

Board members recuse themselves from consideration

of the application, or

e otttﬁ%te)



The proposal may not be consummated before the 15th
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 Richmond, acting
pursuant to delegated authority.

By order of the Board of Governors, effective Decem-
ber 15, 2005.

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

ROBERT DEV. FRIERSON
Depuity Secretary of the Board

Appendix
Callculatioon of the Nationwidde Depusiir Cap

For purposes of applying the nationwide deposit cap, the
total amount of deposits held by insured banks in the
United States was computed by first calculating the sum of
total deposits in domestic offices as reported on Sched-
ule RC of the Call Report, interest accrued and unpaid on
deposits in domestic offices as reported on Schedule RC-G
of the Call Report, and the following items reported on
Schedule RC-O of the Call Report: unposted credits,
uninvested trust funds, depesits in insured branehes in
Puerto Riee and U.S. territories and pessessions, unamor-
tized diseounts on deposits, the ameunt by which defmand
deposits weuld be increased if the reporting inSGfuGEeN's
reeiprocal demand balanees with fereign banks and fer-
sign officss of other U.S. banks that were reperted an a fiet
Basis Rad been reperted en a gress basis, ameunt of assets
netted against demand depesits, ameunt of assets netied
against Hme and savings depesits, demand depesits ef
conselidated subsidiaries, time and savings depesits of
conselidated subsidiaries, and interest acerued and #Apaid
on depesiis of conselidated subsidiaries. From that stm,
subiract the ameunt of unpald deiis and “namertized
PrEmIUmS.

The total amount of deposits held by insured U.S.
branches of foreign banks was computed by first calculat-
ing the sum of the following items reported on Schedule O
of the RAL: total demand deposits in the branch, total time
and savings deposits in the branch, interest accrued and
unpaid on deposits in the branch, unposted credits, demand

deposits of majority-owned depository subsidiagigs, @hana
wholly owned nondepository subsidiaries, time angyspy-a whotlyrowned

accrued and unpaid on deposits of majority-owned deposi-
tory subsidiaries and wholly owned nondepository sub-
sidiaries, the amount by which demand deposits would be
increased if the reporting institution’s reciprocal demand
balances with foreign banks and foreign offices of other
U.S. banks that were reported on a net basis had been
reported on a gross basis, amount of assets netted against
demand deposits, amount of assets netted against time and
savings depesits, demand deposits of consolidated subsidi-
aries, and time and savings deposits of consolidated subsid-
iaries. From that sum, subtract the ameunt ef Unpaid debits.

The total amount of deposits held by insured savings
associations in the United States was computed by taking
the sum of total deposits in domestic offices reported on
Schedule SC of the TFR, deposits held in escrow and
accrued interest payable-deposiits, both as reported on
Schedule SC of the TFR, plus the following iters reported
on Schedule ST of the TFR: time and savings deposits
of consolidated subsidiaries, outstanding cheeks drawn
against Federal Home Loan Banks and Federal Reserve
Banks, demand depesits of conselidated subsidiaries, assets
netted against demand depesits, and assets netted against
time and savings depesits:

Because insured banks and savings associations that are
subsidiaries of other insured banks and savings associa-
tions have been consolidated into their parent institu-
tions for reporting purposes, the individual data for subsid-
lary insured depository institutions have not been added
in order to avoid double counting deposits held by these
institutions.

Banik of Mitortreal
Maonttead], Cmada

Order Approving the Merger of Bank Holding
Companies

Bank of Montreal (“BMO") and its U.S. subsidiaries,
Harris Financial Corp. (“HFC") and Harris Bankcorp, Inc.
(“Harris™), both of Chicago, Illinois (collectively, “Appli-
cants™), each financlal holding companies within the mean-
ing of the Bank Holding Company Act (“BHC Act”), have
requested the Board's approval under section 3 of the BHC
Act to acquire Edville Bankcorp, Inc. (“Edville™) and its
subsidiary bank, Villa Park Trust & Savings Bank (‘'Villa
Park Bank"), both ef Villa Pari,Illingis¢footnote112U.S.C.
Nokid2oPuisugRiesthe dreiger agreersaitl blardsyil
isitign €orpasation:(iimaha)’) nWilketngten, Pelad
subsidéary 0béfariso so)nergesaith mdﬁ%

Ings deposits of majority-owned depository subaigiRdetmmediatalymafter shismergem@mahaoneuld.mesas it
and whoelly owned nondepositery subsidiaries, iﬂtg{ﬁﬁarrisa%imaﬁ@ﬁrimf £ WivieR)sand: Eaes iworld disectiy

acquisesMiflaRark-Bank.end faInotR): Act.
_ Natice of the proposal, affording interested persons an

opportunity to submit comments, has been published
(70 Federal Register 51,065 (2005)). The time for filing
comments has expired, and the Board has considered the
application and all comments received in light of the
factors set forth in section 3 of the BHC Act.



BMO, with total consolidated assets of approximately
$237.4 billion, is the fifth largest banking organization
inGamaadffoB3Nd@ A4 sketditaat dasgbkilydpository organiza-
tion in the United States, coi2@08apdi€poattiantriddng] tiata

athrsughDecdmber 38, 209b dindtysiesnirxioinsukdchdspasitbey
institutianigdnaludelctmmer dibbhaaks! 1savisgSiitinks, anciswvirps

would substantially lessen competition in any relevant
banking market unless the anticompetitive effects of the
proposal are clearly outweighed in the public interest by
the probable effect of the proposal in meeting the conve-
nience and needs of the community to bessswee{footnote8

12 MaSifs. § 1842(c) (V) ead>tattiitek compete directly in the

asgooiatidnsndiiosnBe)d MiRdisitbe (Bandhilarjesiedepigitasy orgartigigts bhikiapdnéiite ParkiBaoks coe® slirdchys ivatke

tiay iortheidnited Siatessicantsoblingidepgsitepafsfidtybition
theugd) iBafeisr NgicleposNesycinsidiutionslaith Nanches

fhigagevhankinthenaskapdritilisois(éoainstethe proposal in
tHie Ghigkpocbankirgimarketistdefingtl asheoptctPwPage; @it

OhivizenaaridaINDISHR, Plarides1dlineih kdiBmmcagd \Wadieke Coiytigsnal ke hhingisNIE I3 eiprsinotcampaitoin dheeahitaga
ingtaa(foetpptadDenosib prckinSa ang skterankingsiatawieias of Masdkdigpearket eorhfoetoriedI g total depdeardifasepara-
20PRengfod@nptax ahiliagishB M praftentherthisgdarges rdepofbHy iridaweshdhia campatitke effeaikef dbpariaposaloin
1AsYirerpariZabsitotrougiyi o pgbsidianhalepository “iatle  thisiepBlyingarfarken innliotiiaf pabk tBanfactsief ciarass.

bORfs Hlarris National Association ("Harris N.A.") inetieding ibe sumek af dopoRaltarkithnt Watishsemainhin

(footnote 4 OnpayIR7, wOGPtARPHEARLS TaRrsanizest anst cipsRlidatede?$ tBeemarkemdhsurelative shares i tRiahldERAN hniAndqResk
of thajn 8 subsidliary, hapledncluginadheisilead bankehiases Vaust  toniHipstitytions i 1hepmarkah GMArketedeRasits 0 see:
and Bamings Aank (i HaRchds iergon N risiA- IBM@alse traded spdiarciailieincd™, Villa PatBankoeiestalds of
operates;g I{Hgtq@gﬁgrpgfg@{q@&@akd%gﬁ& tradiNatisnal AssQ- tRepasitiand market share data are as of June 30, 2004, and are
ciationJRoseHgrtiingis duhichPravides cashdishyrsement ﬁ‘fﬂ‘l’f&ﬁs. based ‘)@&ﬁlﬁﬁﬁﬂﬁﬂ%iﬂMh@ﬁ?@ﬁiﬂ%ﬁ%ﬁf&@é@ﬁlﬁmgﬂﬂ%ﬁ
On consummation of the proposal, BRMY &8 fRptRGIEICludesiata0 pricentnthgBoardRIAVieshhas Bricated that thiif
Ghicagea@ndaNbSBof Pal%mﬁﬁiﬁm?ash F3Hhngis{fontngiestitutignsRavisdesome efhayedheRatantiahtoleconitesignificant

_ RBIMP ansratesduy other Fepog tory istiutionsHiadis Bepmpetiirs Rf cammensial fankrSer: §driMidvesiEasnsial Gravm:
Natiqpal Asspriation, Scattsgalenéirizena.and dylereantile,Nationafr> Federal Reserye Bulletin386,(198%):iNational (Hly Germaratian
Rl @Tadpdianiy Hamments Indianausndqfeeinate)BMBFederal Reserve, Bulletin, (43 6198¢)uTus. therBAateh teguianbr bas
contrals.slspasis (of o@@?ﬁ?&“%@teﬁﬁrﬁzﬁ}g‘@éﬂ'Son\_éim?S}IUdeﬂ:H}H gﬁB%l@dHl@géﬁﬁ{hﬁ;t shar__e calculation on a 50 percent
FiBtEAtich AR RNThdil, LSntRIREndMeYNlsol GERGSHS,GF weightetl Dasis, 586, &9-of ik HAWA L HCre ({SRds Al Respve
iﬂﬁ%&ﬁ $?f.@o%'fﬁfé{n, '@?ﬂgﬁt'%ﬁes@ht epgﬂ%gﬁt of State Eét%%f'go eﬁk?&@et?@&s@?%?fﬁ?osal and advisRUCEHs

gnggfgj')(footnote 6 The operations of HarrisN.A. ration level of market deposits and the increase in this
and NLSB in Illinois were consid- level as measured by the Herfindahl-Hirschman Index
ered collectively to determine BMO's state rankings and percentage ("HHI") under the Department of Justice Merger Guide-
of depogjts. Harris N.A. cq%%)ls.de osits of approximately $21.3 bil- lines ("DOJGuidelines"),(footnotel1UndertheDOJGuidelines,
ﬁm %%%its of $883 million end footnote) a market is considered unconcen-

Edville, with total consolidated assets of aﬁproximate{y trated if the post-merger HHI is under 1000, moderately concentrated
§§§%%1 r?hﬂfimf’ % a‘?é%t Bﬁ%h : Q?t% fi‘ﬁgt R APRAY: if the post-merger HHI is between 1000 and 1800, and highly con-
?ﬁl@@ﬁ%&?%’lt@ﬁ éﬁ‘BHL@ TERIGA A TS > %IM&%W_OUM be centrated if the post-merger HHI exceeds 1800. The Department of

m&%gépﬂﬁ@ﬁ?e%%? 4 B_‘P 3@99@@91 Justice ("D0OJ") has informed the Board that a bank merger or
BE 1 ANYiede BERKIGInastset hatagirteahalifest- acquisition generally will not be challenged (in the absence of other

ibitiviitie Rbardrtront ppprovdigedvankadquisidian thatpanys, 1o indicating anticompetitive effects) unless the post-merger
Applicants have committed to conform these investments and aC“VhHI is at least 1800 and the merger increases the HHI more than

uirements of the BHC Act, including by divestiture if ) ’
200 points. The DOJ has stated that the higher-than-normal HHI

necessary, within two years of consummating the proposal.
thresholds for screening bank mergers and acquisitions for anticom-

end footnote)Villa ) ~ Park Bank
is the 138th largest insured depository institution in Hli-  petitive effects implicitly recognize the competitive effects of limited-

nois, controlling deposits of approximately $240.5 million.

On consummation of the proposal, BMO would have
consolidated assets of approximately $237.7 billion and
would control deposits of $26.2 billion, which represent
less than 1 percent of the total amount of deposits of
insured depository institutions in the United States. BMO
would continue to operate the third largest depository
organization in lllinois, controlling deposits of approxi-
mately $22.3 billion, which represent 8 percent of state
deposits.

purpose and other nondepository financial entities end footnote)
and other characteristics of
the markets.

Consummation of the proposal would be consistent with
Board precedent and within the thresholds in the DOJ
Guidelines in the Chicago banking market. After consum-
mation, the Chicago banking market would remain uncon-
centrated, as measured by the HHI. In this market, the
increase in concentration would be small and numerous
competitors wouldremain(footnotel12Aftertheproposed

acquisition, the HHI would increase

3 points, to 756. BMO operates the third largest depository institution
in the market, controlling deposits of $18.5 billion, which represent

10 percent of market deposits. Edville operates the 71st largest deposi-
tory institution in the market, controlling deposits of approximately
$241.5 million, which represent less than 1 percent of market deposits.
After the proposed acquisition, BMO would continue to operate the
third largest depository institution in the market, controlling deposits
of approximately $18.7 billion, which represent approximately 10 per-

cent of market deposits. One hundred and eighty-seven depository
institutions would remain in the banking market end footnote)
The Department of Justice also has reviewed the antici-

pated competitive effects of the proposal and advised the



Board that consummation of the proposal would not likely
have a significant adverse effect on competition in any
relevant banking market. In addition, the appropriate bank-
ing agencies have been afforded an opportunity to com-
ment and have not objected to the proposal.

Based on all the facts of record, the Board concludes that
consummation of the proposal would not have a signifi-
cantly adverse effect on competition or on the concentra-
tion of resources in the Chicago banking market in which
Harris N.A. and Villa Park Bank directly compete or in any
other relevant banking market. Accordingly, based on all
the facts of record, the Board has determined that competi-
tive considerations are consistent with approval,

Finamcial], Mamagenial]/, and Supevvisary (Consitlerations

Section 3 of the BHC Act requires the Board to consider
the fiimancial and managerial resources and future prospects
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 confidential reports of examination,
other supervisory information from the various U.S. bank-
ing supervisors of the organizations involved in the pro-
posal, publicly reported and other finaneial information,
information previded by the Applicants, and public com-
ment en thepsaRnssdFoomeéeldard also has consulted with

proposal. Applicants will use existing resources to effect
the proposal as a cash purchase. Applicants and their sub-
sidiary depository institutions are well capitalized and
would remain so on consummation of the proposal.

The Board also has considered the managerial resources
of the organizations involved and the proposed combined
organization. The Board has reviewed the examination
records of Applicants, Edville, and their subsidiary deposi-
tory institutions, including assessments of their manage-
ment, risk-managerment systems, and operations. In addi-
tion, the Board has considered its supervisory experiences
and those of the other relevant banking supervisery agen-
cies with the organizations and their reeords of compliance
with applicable banking law. Applicants, Edville, and their
subsidiary depesitory institutiens are censidered te be well
managed. The Beard alse has eensidered Applisants® plans
fer implementing the prepesal, ineluding the prepesed
fRanagement after consymmation:

Based on all the facts of record, the Board has concluded
that considerations relating to the fimancial and manage-
rlal resources and future prospects of the organizations
involved in the proposal are consistent with approval, as
are the other supervisory factors under the BHC Act.

Section 3 of the BHC Act also provides that the Board
may not approve an application involving a foreign bank
unless the bank is subject to comprehensive supervision
or regulation on a consolidated basis by the appropriate
authorities in the bank’s home country(foatnoteoted, the

Acammenter oriticized bht SBismanagerial sespuisasiRpddd B CofBd2{o)@) (B UndsMRags giiom¥ Fihe Board uses
itssdaciginntadave a lendingsrelationshio witihanueaffil ishechtdnslagssrenimeratedia Regul atide Kt te dsIMine whethena
tiaditiqnat provideotfinancialsemdces, a rent-to-owioceigiagkiasubiadBimronsohdated Bomg, coundrip supevisianuSe
a genevalumatiertheseuyRes of Ausipassesarsdicansed J/GhBAaBE3 @)k Regulaionds pravides bat adorigiebackivill

M}ﬁ{ﬁé{;@eﬂ ratRand are ubisst toaprticablerstatrjaeoraispbishsitbiectio sampreNIansive BINgEVisjomer Cegulatiop ara
statadithatH kSR shusinass telationship yvirhuthis previdesolsckrriieasis dfiibe Foard dgtermines dnatdberoank és Bupgtyised

I BeRANG A5 adminsirative.agent and gxisnding sredit comsitenrtated n MG BANIALIIAI B AGTE CQURRLTHPLEWSA!

with aprticaflsstegiakr
HRyAR ROURlAY A [RlE AR, &
prackices;ef the. RRErRWer,itm i
theBREopE: s
£NARIE hakhe A oWer RIAINs AR AT

iARythedaand

1Q,£QnAC s, 0RGTRNIaNS ang campliesywilfstatg Jawk,gnd foatslotaPaoving

cial condition of the corﬁﬁ%&?@@ﬁj%ﬂaﬁ %%ﬂ%ﬁﬁ&ﬂm
thén Garadian. GERice, 85 hssiRuREriatendantif fHaangial
InsUtyhions. (O SEL thoNMED J5 sespansinls Jokithe suRe it
ﬁ&gq&q%gggglﬁtlon of Canadian banks.

QOIS MEATS: ARRNGANIS Rls g RresentbersisafiisianidnforMALGH Ritha wople 4 o
in the business fecisions, Jedwink, ingleiniits selationship with any affiliates, to assess the bank's
Y Aepmp i exed dtaalpipconditionand is gRpHIncRW ibianss Bolat

erabians afithe

S ISB ROnfAINS FEPrasantations. WATanties, dbelieaiane ChiR 24l AAdbh and ToRINAIRIASdeqnaedsste
intains all necgssary hesssgaunirwsyRendsay Al BM® thBJARE buch informa-

| ABRRHCAHONR RERS e Bhlfse Astiangiie
hndgragtionat BRI UAGHS | BHrddfRatnfieleldbhine  and
§ 3101 et seq. end footnote)the Board previously
tasdetermmined that BMO was subject to home country
supervision on a consolidated basis by the OSFI(footnote

ﬂ‘aggalHﬁtl[‘sgrmi%%iSk IﬁSE%ffaU}&%P%Héi%ﬁf&%%%M_ 16 See, e.g., Bank of Montreal/Mercantile Bancorp, Inc., as noted

%3%&3mgn&rga@'g%ﬂ?@éieﬁb_%rﬁﬁe{gl TEVIRNS.<10S oFoap

ition of the organizations involved on both a par

in Federal Reserve Release, H.2. no. 51, p. 4 (December 14, 2004);
ahk of Montreal/New Lennox Holding Company, as noted in Federal

only and consolidated basis, as well as the financial condiReserve Release, H.2. no. 19, p. 2 (May 4, 2004); Bank of Montreal/

tion of the subsidiary banks and significant nonbanking
operations. In this evaluation, the Board considers a variety
of measures, including capital adequacy, asset quality, and
earnings performance. In assessing financial factors, the
Board consistently has considered capital adequacy to be
especially important. The Board also evaluates the finan-
cial condition of the combined organization at consumma-
tion, including its capital position, asset quality, and earn-
ings prospects, and the impact of the proposed funding of
the transaction.

Based on its review of these factors, the Board finds that
Applicants have sufficient financial resources to effect the

Lakeland Financial Corp., as noted in Federal Reserve Release,

H.2. no. 2, p. 2 (January 10, 2004); Bank of Montreal, 80 Federal

Reserve  Bulletin 925 (1994) end footnote)Based
on this finding and all the facts of record, the Board has
concluded that BMO continues to be subject to comprehen-
sive supervision on a consolidated basis by its home coun-
try supervisor.

In addition, section 3 of the BHC Act requires the Board
to determine that an applicant has provided adequate assur-
ances that it will make available to the Board such informa-
tion on its operations and activities and those of its affili-
ates that the Board deems appropriate to determine and



enforce compliance with the BHCAAt(footthate Board has
BeeibRiadSiaR: SckBd2(n)(B) o) éid fosinoie) TercleBaatjuhias
thvizwedithemiekthi dMIO arpeiscéssaralimikecreherantijurtsd
ditttiordeimnvizicheBiiehtopeatadestiand omreroongricosated
imikbrededvant Ipovedivivant BiVIGb fitiesi cosice iR ¢-etesstdd
iofenaladi availakadditiome BBSQX Pravi Aushyohat oo mittad
tpanakenaviaidoiesto othits Boatthtsiahaindies mBatiod dserits
apeestians anddieossind Hsdathiliates thatripraBoard ideems
BagesSsayt, tahdeBMinanandbeforgs Iconpdi aferrlitha the
BNIO Asb pile/ibBAy g cothetitanplisadlepdesteratitlawi
BMR1 alsoopravhodsly Wwasveas sittadteperaperate Wity the
Bearskdey abtaina sy BMesn D xampiiensidhatareayubl
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¥y fgctors it is required to consider are consistent with
approval.

Convenieneer and Needs (Considerations

In acting on a proposal under section 3 of the BHC Act, the
Board also must consider the effects of the proposal 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 Community Reinvestment
Act((CRRA(footTote IBRA).5:6uERI01htserpapefbotinatedial
supervisory agencldietdChloliegpérassihed tegsssltoiinangial
aupensisoYefgenciastie encaitragednsurast depabitorynhngti-
tusions tobhehp (megtohersreditorradent thiHogalicoaTen whid
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souUNduneRation; apdreguitesiihe appooptiatrfiederabiivant
igdoSHBEYVIBRHu ABENS YrelQriakE B ASCEHINEr_dTE IRV
depnsitenyirthstiianisitiecondl efimeeting- thacredddseads
ffcdineentE MOMMURIYhbEIBMEIRY  #9WevanchRgderatek
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has engaged in discriminatory ‘treatment of minority indi-
viduals in its home mortgage operations.

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 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
supervisor(footnote 21
Sea ppiaragenaye Ruestions andAnsawersnk, Harris N A,
has not yet been examined under RRJTRINGGARYTOILY
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Posk frenh ggg{_%qlﬁqg%r% alyation by the Federal
Reserve Bank of Chicago, a September 17, 2001.

Applicants have represented that they will institute their
CRA poligies, procedures, and_programs at Villa Park

Banld aneh kaifohending Ressid

The Board has carefully considered Applicants’ lending
record and HMDA data in light of public comment
received on the proposal. The commenter alleged, based on
2004 HMDA data, that HTSB denied the home mortgage
and refinance applications of African-American and His-
panic borrowers more frequently than those of nenminority
applicants in the Chicago Metropolitan Statistical Area
(“Chicago MSA”). The commenter also alleged that
HTSB rmade higher-cost 1oans more frequently to Afriean-
American and Hispanic berrowers than to nenminofity
berrowers(foometeZ3BagianingnuamsB 20M4MDA data
ibe HVIDA Qﬂiﬂﬁ@ﬂé@M@&?which included the bank’s
repaidedtiyalenders were expanded to include
Priging idfoRmatiVIfN data might reflect certain dispari-
feansanvhiel thaannuabperragstateARR) denials,
8xGeaemtheishd falembers of different racial or ethnic
phhepsuRseestiesat comparahlgmatssiynd them-
percentage points
Tor first-Tien mortgages and 5 percentage points for
second-lien mort-
gages (12 CFR 203.4) end footnote)

The Board reviewed HTSB's HMDA data
for 2004 in the Chicago MSA, which included the bank's
assessment area.

Although the HMDA data might reflect certain dispari-
ties in the rates of loan applications, originations, denials,
or pricing among members of different racial or ethnic
groups in certain local areas, they are insufficient by them-



selves to conclude whether or not HTSB is excluding any
racial or ethnic group or imposing higher credit costs on
those groups on a prohibited basis. The Board recognizes
that HMDA data alone, even with the recent addition of
pricing information, provide only limited information about

to senior management. Applicants intend to institute their
centralized compliance structure and implement their fair
lending policies and procedures at Villa Park Bank after
the merger.

The Board also has considered the HMDA data in light

the coveredlgans@ootiNERBT hestala focexarnp)erdarotansountiortofpossebilitthatation, including the Applicants’ CRA lend-
institytion'sleutrenckeffosmmay attiaeiulasgdragiopamiemofonasr  ing programs and the overall performance records of the
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Conclusiem on CRA Performancee Records

The Board has carefully considered all the facts of record,
including reports of examination of the CRA records of the
institutions involved, information provided by Applicants,
comments received on the proposal, and confidential super-
visory information. The Board notes that the proposal
would expand the avallability and array of banking prod-
uets and serviees to Edville’s customers, including access
to expanded branch and ATM networks. Based on a review
of the entire record, and for the reasons discussed above,
the Board conecludes that considerations relating to the

convenienee and needs facter and the CRA perfefiance
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E%)%?%‘f!c% g\%)ﬁ‘)&;ﬂ%; asé aYha( e | @TR? Cf éﬁg‘h if a meeting or hearing is necessary or appropriate to clarify factual
iaflt issues related to the application and to provide an opportunity for
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T@Hﬁﬁﬂ@ Vi &Bﬁ@ﬁﬁ@%g@%h&ﬂ %m%% lrﬁ%}ﬁ%owmfwritten comments that the Board has considered carefully in acting
st ek 84 Ql?aﬁ?ﬁlé}{aﬂg ]ab?ﬁﬁ}i}ﬁwv‘é’?ﬁ'quFéW %‘ﬁgon the proposal. The commenter's request fails to demonstrate why

notable exceptions or deviations discovered during a jis written comments do not present its views adequately or why a
review are reported, investigated, and addressed at thieeting or hearing otherwise would be necessary or appropriate. For
appropriate managerial levels. The CCD's last comparative  these reasons, and based on all the facts of record, the Board has
file review covered 2004 HMDA-reportable refinance yetermined that a public hearing or meeting is not required or war-
transactions and was completed in September 2005. Appli-ranted in this case. Accordingly, the request for a public hearing or

cants represented that the exceptions identified in this  meetingontheproposalisdenied.endfootnote)lnreaching its conclusion,
review were investigated, that no fair lending issues were the Board

found, and that the results of this review were disseminated  has considered all the facts of record in light of the factors

that it is required to consider under the BHC Act and other

applicablestatutes(footnote25Thecommenteralsorequested

that the Board extend the com-

ment period and delay action on the proposal. As previously noted,
the Board has accumulated a S|gn|f|cant record in thls case, |nclud|ng




conditioned on compliance by Applicants with the condi-
tions imposed in this order and the commitments made to
the Board in connection with the application. For purposes
of this action, the conditions and commitments are deemed
to be conditions imposed in writing by the Board in con-
nection with its findings and decision herein and, as such,
rnay be enforced in proceedings under applicable law.

The proposed transaction may not be consummated
before the 15th 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 Novem-
ber 10, 2005.

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

ROBERT DEV. FRIERSON
Depuity Secretary of the Board

Catthayy Gevienat! Haancorp
Los Amptéss, (Cdlftormia
Order Approving the Acquisition of a Bank

Cathay General Bancorp (“*Cathay’), a bank holding com-

pany within the meaning of the Bank Holding Compan)i_

WE
(footnote4§ﬁg entra Lgla%ffc&)l

Cathay, with total consolidated assets of approximately
$6 billion, operates one depository institution, Cathay
Bank, also in Los Angeles, with branches in California,
Massachusetts, New York, Washington, and Texas. Cathay
Bank is the 116th largest insured depository institution
in New York State, controlling deposits of approximately
$213 million, which represent less than 1 percent of the
total amount of deposits of insured depository institutions
in the state (“state depesits”)(footnote
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Act (“BHC Act”), has requested the Board’s approvalne BROK{J any, Inc., /4 Federal Reserve Bulletin
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Notice of the proposal, affording interested persons
opportunity to submit comments, has been published
(70 Federal Register 54,555 (2005)). The time for filing
comments has expired, and the Board has considered the
application and all comments received in light of the
factors set forth in section 3 of the BHC Act.
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basis. See 12 U.S.C. § 1842(c) end footnote)

In considering these factors, the Board is mindful of the
potential adverse effects that contested acquisitions might
have on the financial and managerial resources of the
company to be acquired and the acquiring organization. In
addition, the Board takes into account the potential for
adverse effects that a prolonged contest may have on the
safe and sound operation of the institutions involved. The
Board has long held that, if the statutory criteria are met,
withholding approval based on other factors, such as
whether the proposal is acceptable to the management of
the organization to be acquired, would be outside the limits
of the Board's discretion under the BHC Act
(footnote 6 See Central Pacific; FleetBoston Financial

Corporation, 86 Fed-
eral Reserve Bulletin 751, 752 (2000); North Fork; BONY end footnote)



As explained below, the Board has carefully considered
the statutory criteria in light of all the comments and
information provided by Great Eastern Bank and the

The Board’s decision and conclusions on this proposal
are limited to the application of the statutory factors set out
in the BHC Act. The Board expresses no view or recom-
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fore, would require a modification to this order, a new e proposal under section 3(d) of the BHC Act.
application, or further proceedings before the Board.

In reviewing this proposal, the Board has taken into
account the potential for adverse effects on the financial
and managerial resources of the companies involved if
there is prolonged delay in consummation of the proposal.
As discussed below, the Board has followed its standard
practice of requiring that consummation of the proposal be
completed within three months from the date of this order.
If the transaction is not concluded within this period, the
Board will review carefully any requests by Cathay to
extend the consummation period and would expect to grant
an extension only if the Board is satisfied that the statutory
factors continue to be met.



Cathay and Great Eastern Bank compete directly in
the Metro New York banking market(foctieteBoard has
rézithecMetroeNaYy Ylaekchankingrimarktficistslefindebapr &yonxl
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70 Federal Reserve Bulletin 743 (1984). Thus, the Board regularly has
included-thrift-depeosits in the market share calculation on a 50 percent
weighted basis. See, e.g., First Hawaiian, Inc., 77 Federal Reserve
Bulletin 52 (1991) end footnote)the
concentration level of market deposits and the increase in
this level as measured by the Herfindahl-Hirschman Index
("HHI") under the Department of Justice Merger Guide-
lines ("DOJGuidelines")(footnotel4
Under the DOJ Guidelines, a market is considered

unconcentrated if the post-merger HHI is under 1000, moder;
if the post-merger HHI is between 1000 and 1800, and highl
centrated if the post-merger HHI exceeds 1800. The Departn];
of Justice ("D0J") has informed the Board that a bank merge}
or acquisition generally will not be challenged (in the abse
other factors indicating anticompetitive effects) unless the po
HHI is at least 1800 and the merger increases the HHI more
200 points. The DOJ has stated that the higher-than-normal K]
thresholds for screening bank mergers and acquisitions for an¥j¢
petitive effects implicitly recognize the competitive effects of 1l
purpose and other non depository financial entities end footn

and other characteristics of
the market.

Consummation of the proposal would be consistent with
Board precedent and within the thresholds in the DOJ
Guidelines in the Metro New York banking market. On
consummation, the Metro New York banking market would
remain unconcentrated, as measured by the HHI, and the

nceo

significantly adverse effect on competition in any relevant
banking market. In addition, the appropriate banking agen-
cies have been afforded an opportunity to comment and
have not objected to the proposal.

Based on all the facts of record, the Board concludes that
consummation of the proposal would not have a signifi-
cantly adverse effect on competition or on the concentra-
tion of resources in the banking market in which Cathay
and Great Eastern Bank directly compete or in any other
relevant banking market. Accordingly, based on all the
facts of record, the Board has determined that competitive
considerations are consistent with approval.

Finamcial], Mamagerial], and Supevvisany (Consiterations

Section 3 of the BHC Act requires the Board to consider
the fiimancial and managerial resources and future prospects
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 confidential reports of examination,
other supervisory information from the primary federal
supervisors of the organizations invelved in the proposal,
publiely reported and other finaneial information, informa-
tion previded by the applicant, and public commments
received en the prepesal.

In evaluating financial factors in expansion proposals by
banking organizations, the Board reviews the Afimancial
condition of the organizations involved on both a parent-
onl an(gi %%ﬁﬁ;ltdged basis, as well as the fiinancial condi-

o e BubeN ary banks and significant nenbanking
tions. In this evaluation, the Board considers a variety
easures, including capital adeguaey, asset quality, and
l?ings performance. In assessing financial factors, the
£ @@ sistently has eonsidered capital adeguaey to be

g 'éﬁ%? important. The Beard expects banking ergani=
(lons eentemplating expansion to maintain streng eapital
substantially in exeess of the minimum levels spesi-
. dhe Beard's Capital Adequacy Guidelines. Sireng
ap{tal 18 particularly impertant in prepesals that invelve
19her transaction eests oF Fisks, sueh as propesals that are
eontesied. The Beard alse svaluates the finaneial sonditisn
of the eombined erganization at consUmMMmAtion, inelvding
its eapital pesition, asset quaﬂ?,., and earnings prespests;
and the impaet of the propesed funding of the transaction:

Cathay, Cathay Bank, and Great Eastern Bank are all
well capitalized and would remain so on consummation of

ea

increase in concentration would besmalI(footnotelSCathayopéPﬁ&fﬁPR?@!dﬁ%@d@ﬁoﬁﬂdﬁm&mﬂfﬁﬁﬁe@fd» the Board
ay

Metro New York market, controlling deposits of $213 million, which
represent less than 1 percent of market deposits. Great Eastern Bank
is the 118th largest depository institution in the market, controlling
deposits of approximately $278 million, which represent less than
1 percent of market deposits. After the proposed acquisition, Cathay
would operate the 81st largest depository institution in the market,
controlling deposits of approximately $491 million, which represent
less than 1 percent of market deposits. Two hundred and fifty-eight
depository institutions would remain in the banking market. The HHI
would remain unchanged at 1069 end footnote)Numerous
competitors would remain in the market.
The Department of Justice also has reviewed the com-
petitive effects of the proposal and advised the Board that
consummation of the proposal likely would not have a

also believes that Cathay has sufficient fiinancial resources
to effect the proposal. Cathay has described the terms and
costs of its proposal. Cathay proposes to acquire the shares
of Great Eastern Bank with cash and shares of Cathay’s
coramon stock,

The Board also has considered the managerial resources
of Cathay and Cathay Bank and the proposed combined
bank. The Board has reviewed the examination records of
Cathay, Cathay Bank, and Great Eastern Bank, including



assessments of their management, risk-management sys-
tems, andoperatitinsifoottntet®lition, the Board has con-
sidéxapritmenissmipoesset poriearoeabatit Ghthay 's fridragehiad
recoretiavagit ofrekiecesupemorand urgeoicigidarsthn divgd'dA Oizk)
with thensedstahBepesividsutacerporpesationt{ Pl YvRgbinhg
CathajnBdakwtatatree! deficientiask) ischapliaReawith BumBarnk
SecrecyaAdoisieéiGdesminateaithaddéU in September 2005 after
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with itsHgresnkhgeBnasahasremiswed the:nnagerial factoisainaiids
casgiidl lightatdhs MQUtmdthestepsdakenbykatbay daindeleass
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stdengd JiBesUnesvisasyrexperinnaesdardnth PR ©fAbe other
relevant banking supervisory agencies with the organiza-

tions and their records of compliance with applicable bank-
Lizbeat Eastern Bank are
all con5|dered to be Wellmanaged(footnote17
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small busmess lending data reported under the CRA, other
information provided by Cathay, confidential supervisory

information, and public comment received on the proposal.
A commenter ctiticized Cathay’s record of small business
lending and the organization’s performance under the ser-
vices test portion of its CRA evaluation.

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 perfor-
mance records of the relevant insured depository insti-
tutions. 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 instituien’s overall record of
performance under the CRA by its appropriate federal
superviser(footnote 21
See (nierageneinRuestipRsiand AnswarIdreUard ingeGAMMuNEK

ReisvestReAt L6 Fredrsal Reoisterr361620-and 86:68P,649023end footnote)
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borrowers reflected good penetration among retail custom-
ersof different income levels and business customers of
different sizes. The examiners also noted that the bank
exhibited an overall good record of serving the credit needs
of the most economically disadvantaged areas of the
assessment areas. In addition, examiners stated that Cathay
Bank was a leader in community development lending,
with $201 million in community development loans during
the review period. Examiners noted that the bank's small



business loans exceeded the aggregate market data(foatndte
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B. Conclusion on CRA Performance Records

The Board has carefully considered all the facts of record,
including reports of examination of the CRA records of the
institutions involved, information provided by Cathay,
comments received on the proposal, and confidential super-
visory information. The Board notes that the proposal
would expand the banking products and services available
to customers of Great Eastern Bank. Based on a review of
the entire record, and for the reasons discussed above, the
Board coneludes that considerations relating to the conve-
nienee and needs facter and the CRA perfermanee recerds

“Jlrg e C%Qﬁg%ﬂgc %% Hglgggmgg%ﬁﬁéot%g{%alégﬁgg? of the relevant depesitory institutions are eonsistent with
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%Séagas a0 ltco indivi ua s 0 rent mlcé(r)ﬁle Board has determined that the application should be, and

hereby is,apgroves{fookn ateRdiro mmenteriesjoestelithBithed
Board hold a public meeting or
NEarimg oM the proposal SEcton 3 0f the BFC AT does ot Tequire
the Board to hold a public hearing on an application unless the
appropriate supervisory authority for the bank to be acquired makes
a timely written recommendation of denial of the application. The
Board has not received such a recommendation from the appropriate
supervisory authorities. Under its regulations, the Board also may, in
its discretion, hold a public meeting or hearing on an application to
acquire a bank if necessary or appropriate to clarify factual issues
related to the application and to provide an opportunity for testimony
(12 CFR 225.16(e)). The Board has considered carefully the comment-
er's request in light of all the facts of record. In the Board's view, the
commenter had ample opportunity to submit its views, and in fact,
submitted written comments that the Board has considered carefully
in acting on the proposal. The commenter's request fails to demon-
strate why the written comments do not present its views adequately
and fails to identify disputed issues of fact that are material to the
Board's decision that would be clarified by a public meeting or hearing.
For these reasons, and based on all the facts of record, the
Board has determined that a public meeting or hearing is not required
or warranted in this case. Accordingly, the request for a public
meeting or hearing on the proposal is denied end footnote)

In reaching its conclusion, the Board
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fundsgranted by the foundation went to nonprofit organi-
zations serving minority and disadvantaged communities
other than Asian-American communities. In addition,
Cathay has made contributions during 2005 to sponsor
CRA-related events in California and New York, including
events marketed to non-Asian communities.

Great Eastern Bank. As noted, Great Eastern Bank
received an overall "satisfactory"” rating at its April 2003
evaluation(footnote 26 The

evaluation period was March 13, 2001, through April 6,
2003endfootnote)Examinersreported that the bank's overall
record of lending to borrowers of different income levels,
including LMI individuals, and businesses of different
sizes was outstanding in light of the demographics of the
bank's assessmentarea(footnote27

The commenter also expressed concern that Great Eastern

Bank's 2004 HMDA data were "homogenous" and showed approved

and originated loans but no loans that were denied, withdrawn,

or approved but not accepted. The commenter provided no evidence that
the bank’s limited home mortgage lending activity violated any laws

or that its HMDA data were inaccurate. Great Eastern Bank generally
makes home mortgag e_Ioans to its busmess customers on an accom-
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has considered all the facts of record in light of the factors

that it is required to consider under the BHCAAt(footlibte29
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negative |mpact on Cathay and Great Eastern Bank a
short delay should not affect the financial or managerial
resources of either organization or other factors so severely

as to warrant denial of the proposal. Accordingly, the
Board has followed its standard practice and requires that
the transaction be consummated within three months after
the effective date of this order unless that period is
extended by the Board. If Cathay requests an extension of
time to consummate the proposal, the Board will examine
carefully all relevant circumstances, and the impact of any
extension on those resources and on the other statutory
factors that the Board must consider under the BHC Act.

The Board may require Cathay to provide supplemental
information if necessary to evaluate the managerial and
financiall resources of Cathay and Great Eastern Bank or
other factors at the time any extension is requested. The
Board would extend the consummation period only if it is
satisfied that the statutory factors continue to be met.

The proposed transaction may not be consummated
before the 15th 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.

By order of the Board of Governors, effective Decem-
ber 13, 2005.

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

ROBERT DEV. FRIERSON
Deputty Secvetany of the Board

Hudbam Velley Holkige Caorp.
Yonkers;, New York
Order Approving the Acquisition of a Bank

Hudson Valley Holding Corp. (“Hudson Valley”) has
requested the Board’s approval under section 3 of the Bank

Holding Company Act (“BHCAALY{Joatnatedind w1842
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Reqister <A@ beperals Reol 2, 34442000) Eeanasdated
A& &R fP23(end] f@oqtg@t?ﬂﬁﬂ%n is the 156th 1
for fh@ﬂ%@%@ﬂ%ﬁ??rﬁ’fﬂ{fﬁgn%th@@vBﬁiﬁg %ﬁ%ﬁ%
aegshiNe aPRFRILMHAN @K GAMMERLH reshiveHsInighti
e dretprs SEJPrﬁdHS%Ef?t'VQllé}pf%%ﬁ%céﬁﬁe the 40th
larl%wsssggpg alleyy Witbatotal onselidated sesals of ARBinKls

b|II|0n iSthe 41st largest depository organiza-
tion in New York, controlling deposits of approximately
$1.4 billion, which represent less than 1 percent of the total
amount of deposits of insured depository institutions in the
state (“state deposits"). NYNB, with total consolidated
assets of approximately $133 million, is the 156th larg-
est insured depository institution in New York, controlling
deposits of approximately $118 million. On consummation
of the proposal, Hudson Valley would become the 40th
largest depository organization in New York, controlling



deposits of approximately $1.5 billion, which represent
less than 1 percent of stateddgassis¢footnotes
Asset data are as of March 31, 2005. Deposit data and state

Consummation of the proposal would be consistent with
Board precedent and the DOJ Guidelines in the Metro New
York banking market, and numerous competitors would

rankings are as of June 30, 2005, and are adjusted to reflect mergers remain in themasket(foofhetEldkdudsemt of Justice also has
ﬁﬁf_éYﬁogé’EéfﬁfT@t@_@’fﬁrough December 5, 2005 end footnotajeviewedVellleyopergtasciiecéhtiplaigest defiesitoryfinsiitytion
Competitive Considerations in poaanarketaconseal ling Hepasitshaf appraximately$ivé bidioo;
Section 3 of the BHC Act prohibits the Board from aPPIOVgyhichlrepreshattess dhanifpendgni of enasketdepositsoNyMBiopsin
ing a proposal that would result in a monopoly or wouldag thed74tbléargestidanasifonydstitutionintib marketappntipHing
be in furtherance of an attempt to monopolize the busmes%eposij@rﬂﬁﬁgpﬁgémﬁtﬁytﬁbw uittion idftarthaproppsatiacgyish
of banking. The BHC Act also prohibits the Board frqpgn, Hugsamméalleynwaukeapsrabitha4Brd karggsiofrpaditory institu-
approving a bank acquisition that would substantiallyy, in thqynaskescontrgd ing deposiisafiapRs Iximately &l linm
lessen competition in any relevant banking market unless \high reprasantilessdhama pRtgenLaf theumarket. Rhed i kweuld
the anticompetitive effects of the proposal are clearly OUt'remaj;raﬁgg,hgﬂg@%@t 30369t Dyya-hunged; and i foneiabtdlenasieny
weighed in the public interest by its probable effect iﬂlstitUti@meémﬁeminqirﬂtfémi@@lsinuema%ekaﬁ&ﬂﬁ@gsﬁﬁam@d%
meeting the convenience and needs of the commmunity to be afthispronssalendiopinaiaiTiheDenareenidofdestisaalsaibas

served(footnote 512 U.S.C. § 1842(c)(1) end footnote) rvigseh bRt cipateskcROMPETsS AfLects of the pro-
Hudson Valley and NYNB compete directly in the Metro  posal and advised the Board that consummation would not
New York bankingnmaskkt{fodthotBothdMetrolNdawed care-  likely have a significantly adverse effect on competition in

Mot Haokingeaikistietfades oBraexyiptedEstn this banking

Kings; tNaskath INgwi 1Y diiks, [Qcangd, Ricimain, QupandcRishoad,
Roakthnds Suffoilitei®d livamucsier onebWidpstehastehgountidelin N n je he pr I .
Mork; Baigen, fsatx Hudsasativataidasn Miditasaxpddarroouth, %%6@{8% g%PaiE&‘ﬁ & AV %éﬂoei ﬁbf%%e %%p‘% s %
Mgisisi2oeans Papsaies SaMBesehHusaex; baiteandpdirsen cou SIZd |
tesiaadipartionslatidercen Copntyd NYeENHersgys Rite-Counaty in n
Bemnsyhwania; ngidri dipldsGountyl and pectione ah Ldtahfisldiand

hNewdlavaecaunties IH&ompUictlesshiaanaialex (“HHI™)
under the Department of Justl®eNdeai6r @aiceMigsed: tamF

hivdheeompeiitiveatiestnel dhgiprRRrasaliBs thisianking
market in light of all the facts ofrecord(footnote7

Hudson Valley has 19 branches, including two branches in
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banking supervisers of the organizations invelved, publiely
reported and other financial information, infermation pro-

vided by Hudsen Valley, and public cemment received oA
the preposal.

In evaluating financial factors in expansion proposals
by banking organizations, the Board reviews the fiinancial
condition of the organizations involved on both a parent-
only and consolidated basis, as well as the fiinancial condi-
Deposit and market share data are as of June 30, 2005, are tion of the subsidiary banks and significant nonbanking
adjusted to reflect subsequent mergers and acquisitions through ~ Operations. In this evaluation, the Board considers a variety

December 5, 2005, and are based on calculations in which the depoSitsTieasures, including capital adequacy, asset quality, and
of thrift institutions are included at 50 percent. The Board previousKarnings performance. In assessing financial factors, the
has indicated that thrift institutions have become, or have the potenfiard consistently has considered capital adequaey to be
to become, significant competitors of commercial banks. See, e.g., éspecially important. The Board also evaluates the finan-
Midwest Financial Group, 75 Federal Reserve Bulletin 386 (1989);€lal eondition of the eombined erganization at consumma:
National City Corporation, 70 Federal Reserve Bulletin 743 (1984) 6, ineluding its eapital position, asset quality, and eafn-
Thus, the Board regularly has included thrift deposits in the marketiRg8 prospeets, and the impaet of the propesed funding 6f
share calculation on a 50 percent weighted basis. See, e.g., First the transaetien.
Hawaiian, Inc., 77 Federal Reserve Bulletin 52 (1991) end footnote) Based on its review of these factors, the Board finds that
the concentra- Hudson Valley has sufficient fimancial resources to effect
tion level of market deposits and the increase in this level the proposal. The transaction will be funded by a divi-
as measured by the Herfindahl-Hirschman Index ("HHI")
under the Department of Justice Merger Guidelines ("DOJ
Guidelines")(footnote (Under the DOJ Guidelines,

a market is considered moderately
concentrated if the post-merger HHI is between 1000 and 1800, and
highly concentrated if the post-merger HHI exceeds 1800. The Depart-
ment of Justice 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 Department of Justice has stated that the higher-than-
normal HHI thresholds for screening bank mergers for anticompeti-
tive effects implicitly recognize the competitive effects of limited-
purpose lenders and other nondepository financial institutions end footnote)
and other characteristics of the market.

Bronx County. NYNB has six branches, including its main office in
Bronx County end footnote)in particular, the
Board has considered the number of competitors that would
remain in the market, the relative shares of total deposits of
depository institutions in the market (“"market deposits")
controlled by Hudson Valley andNYNB(footnote8



A commapig yirged g, Beard tordeny
Hudson Vallgy. discleseshif,filings uitbatng Srawiities ang Exrhange
Commlssmnﬁnagglﬁe\aalg had found

dend from Hudson Valley Bank to Hudson Valley. Hudson
Valley and its subsidiary bank are well capitalized and
would remain so on consumraation of this proposal.

The Board also has considered the managerial resources
of Hudson Valley, Hudson Valley Bank, and NYNB and
the effiect of the proposal on these resources. The Board has
reviewed the examination records of Hudson Valley and
its subsidiary banks and NYNB, including assessments of
their managermenit, risk-rhanagement systers, and opera-
tions. In addition, the Board has considered its supervisory
experiences and those of the other relevant banking super-
visery agenecies with the organizations and their records
of compliance with applicable banking law. Hudson Valley
and its subsidiary depository institution are considered o
be well managed. The Beard alse has eensidered Hudsen
Vallsy's plans for implementing the prepesal, ineliding
the propesed management after consummatien:

After careful consideration of all the facts of record, the
Board has determined that Hudson Valley's managerial
resources, including its risk management, are consistent
with approval. In reaching this conclusion, the Board con-

sidered the existing compliance and internal audit plan-to-glepasitias
grams at Hudson Valley and Hudson Valley Bank and the did nofaisgiatalv

sound operation, and requires the appropriate federal finan-
cial supervisory agency to take into account a relevant
depository institution’s record of meeting the credit needs
of its entire community, including low- and moderate-
income (“LMI") neighborhoods, in evaluating bank
expansionaryppoppessidifootnote1312U.S.C.§2903endfootnote)
The Board has considered carefully all the facts of
record, including the CRA performance evaluation records
of Hudson Valley Bank and NYNB, data reported by
Hudson Valley Bank and NYNB in 2004 under the Home
Mortgage Disclosure Act('HNMBA(footraialid bAldiBdss
£n2803 deltasegpoetet] Bgothetelsmkallunder the CR Bysitiess
lencinghdata faponeddbybhethankm undeiethe &Adeathar
bufivaiden iprovidedorhy ardugadilic Vabimmeaonfedential
supereisapdafiormativmmanterpehitiei RemimeaionedriNed
Banibe; peepedabr AnkAMmaitRssCIiticizes, Hussen Malley
Biaplopdaeend el semltomisingssséenaingidaliecing wippledt
flisprapartipnalabhdential REaIRRISPEI R ¥l dgsn ANdodPRE:
HRIME e8NS IKATte it idabed Proyisla maaughieass o
Bushiessedebrd- WAt CERRURLER ReHS s business plan
focTRBSVAMENtRIAI® aldagedthat Hudsomy atiex Banks few
ﬁ estad thatthedhanksenak drpastsROIDYE
R8I AEgaR N the Brovxedikasandfalley

assessment of these systems and programs by the relevantBankigtadthabasaf Miavidi 2095:40e Inastorteppait ratia farmis
federal and state supervisory agencies. The Board also has Bfo%r@%ﬁ%‘iﬁ waskigherdhandba @ﬁ”!ﬁ%&\fﬁ'i?ﬂhl%g} tocdenpsit

consulted with the Federal Depesit Insuranee Cerporatien
(“FDIC™), the primary federal regulater of Hudsen Valley
Bank, and the bank’s state regulater. In additien, the Beard
has considered infermation provided by Hudsen Valley e
enhaneements it has made and is eurrently making te its
Systems and pregrams as part of an eAgeing review, inelue-
ing develepment, implementation, and maintenanee ef
gffestive complianee pelieies an Ejﬂggmfootnotell

16 APRUEA ANy RgcaUSE

deficiencies.imHydsanVallsy
Reglk %@qgéuwga&gmmfﬁnﬁ%w&!am@@omtegﬁ@udes
inBassiskionralloine Fagtmer ety ik HdingadTayiewaf
thecRiblic SomeHs pacaived fad IfRIBAtOR K VERRABY
LsonpMalley, Andynte pERaRG JedRraliand sials Spots
IatoRcofHoe Qrpenizations. dnyRI¥ede i E9RRE Kepcludes

that considerations relafing to the financial and managerial
resources and future prospects of Hudson Valley, Hudson
ValeynBanle, and NeEN¥BCaveselmsistemt with approval, as
are the other supervisory factors under the BHC Act.
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commenter alleged that Hudson Valley Bank's business plan
focused on affluent customers and that the bank made few

Zer:ﬁﬂ)r%[qerlrg%rﬁs ealgvarlnaq business loans in LMI or

ominantly minority communﬂles The commenter also

pre
gsserte ed 0 da@l{gpo ngle A\g%@altgt
ds € a criminator ream
1ﬂrlr‘{len[%lr ceria@;%/ as?%lsho f??]tor fIe ua|
the profrl ate i‘egeral superv Yt 89?& er or-

mance records of the relevant iﬁSUfed depository institu-
tions. An institution’s most receat CRA performance
evaluation is a particularly important consideration in the
applications process, because it represents a detailed,
on-site evaluatien of the institution’s overall recoerd of
performance under the CRA by its appropriate federal
§upefvi§gf(footnote 16 See Interagency Questions

Hudson Valley BagR0rARsWers Regakeing &omymaaity
Reinvestmeant; 6 Reperal RRgister3pa30:28¢ the FDIC,
36,689 (20R1):-nd FOONOENYNB received an “outstand-
ing tugaRe ViRHRYnRAK JESHICR & peptbrfagHRe e viating
B§ mestreeenisCRARR Fumense, eyaliaiioviYeheirR o
ﬁﬁ@ﬁ@%(ﬁﬁﬁéﬁﬁ@@%@ram and procedures of

yiakpati WATYPRRf 2 &Q%M%Qﬁcﬂ@s
%ﬂ,oggm end footnote)NYNB received an "outstand-

Ing" rating at its most recent CRA performance evaluation
by the OCC, as of June 30, 1997. Hudson Valley plans to
implement the CRA policies, programs, and procedures of
Hudson Valley Bank at NYNB after consummation of this
proposal.
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B. CRA Performance of Hudson Valley Bank and
NYNB

Hudsem Valley Bank. As noted above, Hudson Valley Bank
received an overall “satisfactory” rating at its most recent
CRA performance evaluation. Although Hudson Valley
Bank received a rating of “‘needs to improve” under the
investment test, the bank received a rating of “high sat-
isfactory” under the lending test. In addition, the FDIC
stated that it gave greater weight to small business lending
in evaluating the bank’s overall lending record because
stall business loans eonstituted such a large percentage
of its leanppsifigbia¢footnate takatpnosasatiniganatysis,the
sadl Dusingss tgansnekided light of the product lines

Examiners also commended Hudson Valley Bank for
its role as a leader in providing community development
loans in its assessment area. As of September 30, 2004,
its outstanding community development loans and com-
mitments totaled $32.9 million. Examiners noted that
the majority of the bank’s community development lending
supported social services programs for economically disad-
vantaged residents in the assessiment area.

The bank received an overall rating of “high satisfac-
tory” under the service test. The examiners found that
Hudson Valley Bank provided a commendable level of
support to its community. The evaluation noted that the
bank’s retail banking services were reasonably available to
all segments of the assessrment area through online bank-

brishaesloans withkan-orliginal amauntiafibiioiiancaigless ¢ng, faptaat®) network, and extended branch hours. The

customers of different iddn@ RIS ENEAREIUGRALARY 1Hhe
Bask's 164GRECn0k: lenmings dvmianhiof dbecIBaduGt 10ARS
affiered sbyssthenbanks reflected good distribution among
cugtonnesn Sfafiffementdneome devabsiandiHiattaiban ad
RasteAslaadaminceHEIRAHNG s GAMIPH Bt sHavEI apgReNt dadng
hihseassesamentappatioptipteldRItNENERe percent of the
number BRATABE raceanizsd that.darasiory 18§H§LEW§

help to serve,thepankingsneadsept cRmmubikes pymakingha,varie
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banking agengigs. GRAS
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examiners also commended Hudsen Valley Bank for pre-
viding a relatively high level of community development
serviees.

NYNB. As previously noted, NYNB received an “out-
standing” rating at its most recent CRA petformance
evaluation. Examiners found that NYNB's overall lending
activity demonstrated responsiveness to the credit needs
of its assessment area. NYNB provides banking services
to an area that is significantly underserved by other bank-
ing instjtutions. Examiners reported that the bank’s level

RN SREGC t%@@&%m&"%@&%&%&{t”&?éa'%E%Bﬁﬁ%e?@?“t aisesRRflfegteatAinunity development investments in its
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18%9{%"9 LMI censustracts in its assessmentarea(footnote20

Tn' [IfSXTVREE Bl5000ed fRATIRE agareqats dara foremall
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that fecorda each.adyange. drawn o thels ﬁﬁ‘i%%??éw%‘ﬂ{jﬁ?é
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excee 1§,853855m Qt area Iners noteé
that Hu son Valley ﬁﬁ( smallagém ess enéq%]g (by total

number and dollar amount as a percentage of total loans) in
LMl census tracts in its assessment area approximated
the volume for the aggregate of all lenders (“aggregate
lenders")(footnote 21 The lending data of the aggregate

of lenders represent the

assessment area was good relative to the size and eapaeity
of the institution. The examinets alse neted that the bank's
investments and community development serviees had
inereased eredit availability in the assessrment area.

C. HMDA and Fair Lending Record

The Board has considered carefully Hudson Valley Bank's
lending record and HMDA data in light of public comment
about its record of lending to minorities. The commenter
expressed concern, based on 2004 HMDA data, that
Hudson Valley Bank disproportionately excluded or denied
applications by African-American and Hispanic applicants
for HMDA-repoitable loans. In support of this assertion,

the comrmenter also referenced Hudson Valley Bank's low
number of home mortgage applications from and origina-
tions te African-American and Hispanie applicants. The
Board reviewed the HMDA data fer 2004 reperted by

cumulative lending for all financial institutions that have reported
HMDA data in a particular area. In 2004, Hudson Valley Bank's total
dollar value and originations for small business lending in LMI census
tracts in its assessment area approximated or exceeded the aggregate

lenders' performance. end footnote)

In their review of 2003 HMDA data, examiners found
that although the bank's residential mortgage loans in LMI
areas in its assessment area compared unfavorably with the
distribution by the aggregate lenders, the bank's distribu-
tion of such loans to borrowers of different income levels
wasadequate(footnote22
Examiners noted that the bank's opportunities to make residen-

tial loans in LMI areas were limited by a low percentage of owner-
occupied units in the assessment area and by a low median income

that was substantially less than the median value of residential

propertiesendfootnote) Theyalso noted that the bank's percentage 24 Beginning January 1, 2004, the HMDA data required to be

of home purchase loans to LMI borrowers approximated or
exceeded the percentage for the aggregate lenders

(Footnote 23 In 2004, Hudson Valley Bank received 91 mortga

Hudsen Valley Bank in its assessment area, whieh is part
of the Metre New Yerk banking arket.

Although the HMDA data might reflect certain dispati-
ties in the rates of loan applications, originations, denials,
or pricing among members of different racial or ethnic
groups in certain local areas, they are insufficient by them-
selves to conclude whether or not Hudson Valley Bank is
excluding any racial or ethnic group, or imposing higher
credit costs on these groups, on a prohibited basis. The
Board recognizes that HMDA data alone, even with the
recent additien ef prieing infermatien(foptosigle only

reported by lenders were expanded to include pricing
information for loans on which the annual percentage
rate (APR) exceeds the yield

applications, which resulted in 42 mortgage loans in its fé!fsb%g %’ﬁ@%&r‘@é@ﬁdﬂb@ﬁﬁéf@mpafabm maturity by 3 percentage
points for first-lien mortgages and 5 percentage points for second-lien

mortgages (12 CFR 203.4)end footnote)provide  only



limited infifonmasitbnnabbauttiibecoseeeedloans(fodthetERs data, D. Conclusion on Convenience and Needs and CRA
Therdfitaefohaxanipletadnot shaountfer theposaibitityltptoan Performance
institbiikis;s abitaschoelitartinfasnaitiact, aflargeppropditign thiimars
ginal i saalified lapp kognigdtan therdhStitdiionsizstrach and ido not The Board has carefully considered all the facts of record,
provide a bBhis Rl indapendandlassessmeatiidvkbtherivdpplidand  including reports of examination of the CRA performance
who s slemisgi areidit wasididadissaert by ontiyh dinadgiiione ki eadis records of the institutions involved, comments received
historpharodilerbankxcassivetdepidevels relative tehinconesr athdigh  on the proposal, information provided by Hudson Valley,
loan amgurtsdedaiivetosthe vialoe ef thetieakesiate eollatargl (i¢asoms  and confidential supervisory information. The Board notes
most frequentlycited fona eneditadanial aideighes crediticasy) arediot  that the proposal would provide customers of the combined

aviailaRleapione i D&y slatbesndb faptipteMtMBRause oflatis
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entity with access to a broader array of products and ser-
viges in expanded service areas, including trust services,
internet banking, and telephone banking service. Based on
a review of the entire record, and for the reasons discussed
abeve, the Beard ceneludes that eensiderations relating
te the eenvenience and needs facter and the CRA perfor=
manee reeerds of the relevant depesitery institutiens are
esnsistent with appreval.

Conclusiom

Based on the foregoing and all facts of record, the Board
has determined that the application should be, and hereby
is,apppoved{foothote2&hieg its conclusion, the Board has
constdermgnidriirgtestedthaidbedBoalipholsfalpelthictowseting

5WIC WP BAGIECh H AARIUBEHRCANHN 445 C RBUEYANAHRLY hearing orethesoposatnSresionriiof the BHC ActidoeSinoRieauits
M"ﬁg jhat) gn%téabé ¥8hé’}‘191@9°8f5e95uﬁ§p 39 the Board to hold a public hearing on an application unless the
Iﬁffeéfeﬂgdn chMtrUlUﬁ?@&u}/e% 'Y cBaflm % approprlate supervisory authority for the bank to be acquired makes
g?isat@ Lo edoWififla Hﬁéfé(s baRk! fgoc%&ﬁﬁr a timely written recommendation of denial of the application. The

ctll%%fmﬂ}éatu 5% zﬂgnﬁmec? m%lfg}i' eH] &%IBE?P&% oard has not received such a recommendation from the appropriate
nfﬁ Ic(}ngp fiahiit0 lﬁ%f%r §e%§ﬂﬁu§?%§le§ﬂ&cgn Vi supervisory authorities. Under its rules, the Board also may, in its

‘r?% loyees, and annual ypdates for all person-  discretion, hold a public meeting or hearing on an application to
ehrecord Hfgo ?{ﬁ ‘ates. thiitd-m E ﬁ) :? ﬁ P 9 9 PP
tekl W oge resp t(1)e enslgrse lrclcm |8]?1rc0eV1W| CEmélomcquwe a bank if a meeting or hearing is necessary or appropriate to
%Olp[ alé:p%ﬁok E %sarrln mdr% O[ect% d gmc 1l , clarify factual issues related to the application and to provide an
has esltaB{] 1R EX]E 20t miplia mom 01y opportunity for testimony (12 CFR 225.16(e)). The Board has con-
an emented, compr % eg % gratlng
g by seénor% na eIi[le]il the ar © sidered carefully the commenter's request in light of all the facts of
S a ntro m(elas
he i e00rd In the Board's view, the commenter had ample opportunity to
mcrfu 11‘1)% % or Csubmit its views and, in fact, submitted written comments that have
n
en considered carefully by the Board in acting on the proposal. The
(fnlgl; sem z%np a es. ol re evan
ns é e t1 oS ¢ re e“m meet-commenter's request fails to demonstrate why its written comments
lssue or A emp ees 40 Hgda &s'for'a erso
convem f 8 ornmu nd do not present its views adequately or why a meeting or hearing
05 Tes 0(51 E“?les incfude provi Jn A ﬁ)
! at N SRS Srformance” are. 0 sjstent it therwise would be necessary or appropriate. For these reasons, and
out oan SErvices. diti
Ased on all the facts of record, the Board has determined that a public
ﬁ?ﬂ) ]ﬁ%f)gﬁg a system for compllance monitor-
meetlng or hearing is not required or warranted in this case. Accord-
ing by senior management and the board of directors. . - . -
- - . ingly, the request for a public meeting or hearing on the proposal is
The Board also has considered the HMDA data in light - A ;
- . - - deniedendfootnote)Inreaching its conclusion, the Board has
of other information, including the overall CRA perfor- . S
mance record of Hudson VaIIe Bank and NYNB These considered all the facts of record in light of the factors that
y it is required to consider under the BHCAct(footnote27
The commenter also requested that the Board delay action or
xtend the comment period on the proposal. As previously noted, the
Board has accumulated a significant record in this case, including
reports of examination, confidential supervisory information, public
reports and information, and public comment. As also noted, the
commenter has had ample opportunity to submit its views and, in fact,
has provided substantial written submissions that the Board has con-
sidered carefully in acting on the proposal. Moreover, the BHC Act
and Regulation Y require the Board to act on proposals submitted
under those provisions within certain time periods. Based on a review
of all the facts of record, the Board has concluded that the record in
this case is sufficient to warrant action at this time, and that further
delay in considering the proposal, extension of the comment period, or
denial of the proposal on the grounds discussed above or on the basis

ncre

|ng the convenience and needs of thelr communltles and
that their records of performance are consistent Wlt%
approval of this proposal.

ofinformationalinsufficiencyisnotwarrantedendfootnote) TheBoard's



approval is specifically conditioned on compliance by Hud-
son Valley with the conditions imposed in this order and
the commitments made to the Board in connection with the
application. For purposes of this transaction, the conditions
and commitments 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 proposed transaction may not be consummated
before the 15th 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 New York,
acting pursuant to delegated authority.

By order of the Board of Governors, effective Decem-
ber 6, 2005.

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

ROBERT DEV. FRIERSON
Depuity Secretary of the Board

NBT Bamearpy Moc.
Nomwichl:, New York

Order Approving the Merger of Bank Holding
Companies

NBT Bancorp Inc. (“NBT"), 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 BHCA&t(foatnateldd WwaIC G N4 2Badkaatpote) R

Inc. (“CNB”), and therebytadnetge itdthuGNEBiaBarisaiR,
icy NaBa1) Bank et ebyusacquitigpdtsy SUlSidianyatiank]
Bityk Ngtienal oBa@hio vasgvilieisNSorfpaky ('City National
BaNisticebothiné Glopessilleidieimy onkéfeotadtpersons an
2 dipbscanlyysulesidianyhankoBie Bankh Nationeh Assegistion

CNB, with total consolidated assets of approximately
$419 million, operates one insured depository institution,
City National Bank. The bank is the 85th largest insured
depository institution in New York, controlling deposits
of approximately $344 million. On consummmation of the
proposal, NBT would becorme the 25th largest depository
organization in New York, controlling deposits of approxi-
mately $2.7 billion, which represent less than 1 pereent of
state deposits.

Competitive (Consitiorations

Section 3 of the BHC Act prohibits the Board from approv-
ing a proposal that would result in a monopoly or would
be in furtherance of an attempt to monopolize the business
of banking in any relevant banking market. The BHC Act
also prohibits the Board from approving a bank acquisition
that would substantially lessen competition in any relevant
banking rarket unless the anticompetitive effects of the
proposal are clearly outweighed in the public interest by
the probable effect of the propesal in meeting the conve-
nienee and needs of the community to be served(footnote
4 IRBIS fuBABAR (e faatoaie)in the Albany banking
mdNET @ NENE GaMPEie: dBsstlY HisthevisRady chseiking
fRarkasnipeliaveY ekétagtnatele proposal in this banking
mdheAlbanyehankingimapketricdefitedasrbamsl Gl
IR Greensnifamibian dMerigamenc RenssalagheSaTalRag,
SchefiectagiRehahares \Wartni A Washingtagkaymies iAW
ok eRdHOATRIRNT itarket (BRI AaSpRSRYYed SRTRENLY
Hie NBTRShitivanartests 0fahs.ppasal ie dbitenkisg
feaeets imdinbt fpallidhantreir ehdrerudininaluding. the
B Qf i MRS RN, Hopkh MaIS KRR NI A 1€ FRATe)
hriselaivpehaieacal JotRlHRROMS JBr CPRRRIANYS (PIUEYT

doRadnH0e 4\ Aty Jnakeh4rRackelideBesHs thaguirolled
by NBT Bank and City NationalBank(footnote6

Depositand-market share data are as of June 30, 2005, and are
based on calculations in which the deposits of thrift institutions are

('NBT B@dﬁhlak@geftkww@,@”ﬁ%@ﬁw}ﬁnml't@ﬂiBJlﬂdMﬁlﬁh' cl_udgd at 50 percent. The Board previousl_y has indicated _tha_t 'Fhrift
Officaabtha Camptrobecaf the %ﬂeB@Mﬁa%@'adﬁmﬂﬁiQﬁ tltu_tlons have becom_e, or have the potentla_l to beco_me, s_lgnlflcant
Nagi Rask intNBT B der section-48() quhe Eﬁdérl%g‘?gelztltgrs of commercial bgnks. See, e.g:, Ml(_jwest F_|nanC|aI Grqup,

ﬁmﬂab'tgasmﬂpq AGt (B2 (5cLB2B()hend footnote) ederal Reserve Bulletin 386 (1989); National City Corporation,

Netice wfirthe propesabliffeddings %efﬁ‘-‘rtﬁﬁpﬁa@fé}ﬁﬁk&? Federal Reserve Bulletin 743 (1984). Thus, the Board regularly has

; i . . . ; luded thrift deposits in the market share calculation on a 50 percent
r t t ORRIMINGY; S ilaeRitiByb!
9AROTBINDY, %p‘é‘r‘@!@d §1t0b9 ! tBH3 weighted basis. See, e.g., First Hawaiian, Inc., 77 Federal Reserve

Bulletin 52 (1991). end footnote)the concentration
level of market deposits and the increase in this level as
measured by the Herfindahl-Hirschman Index ("HHI")
under the Department of Justice Merger Guidelines ("DOJ
Guidelines")(footnote 7 Under the DOJ Guidelines,
a market is considered unconcen-
trated if the post-merger HHI is under 1000, moderately concentrated
if the post-merger HHI is between 1000 and 1800, and highly con-
centrated if the post-merger HHI exceeds 1800. The Department of
Justice ("D0OJ") 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 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 nondepository financial entities. end footnote)

and other characteristics of the market.

FéhiEedatalbRewiates it &3 Yei0ahd Penteahed. XY
WQQtQH%aQSﬁPifﬁpge@[‘dd%Msﬂ i'%%_it‘t‘ﬁﬂiﬁd sredthe
sRRUCAtINrANA g dlerMmettapiaesiMad iy ot wilidhe
{anters egifeth Rseetion B pENEBHGIAYstal amount of
dePRits WithintialqcopsRlidRipg Raset hsanAraximaighy
gdsﬂatpul@ﬁgsitgpgrates one depository institution, NBT
ank, with branches in New York and Pennsylvania. NBT
Bank s the 28th largest depository institution in New
York, controlling deposits of approximately $2.4 billion,
which represent less than 1 percent of the total amount of
deposits of insured depository institutions in the state
("'statedeposits™)(footnote3
Deposit, ranking, and asset data are as of June 30, 2005. In this

context, insured depository institutions include commercial banks,

savings banks, and savings associations end footnote)



Consummation of the proposal would be consistent with
Board precedent and within the thresholds in the DOJ
Guidelines in the Albany market. On consummation, the
Albany banking market would remain moderately concen-
trated, as measured by the HHI. The increase in concentra-
tion would be small and numerous competitors would

NBT and NBT Bank are well capitalized and would
remain so on consummation of the proposal. Based on its
review of the record, the Board believes that NBT has
sufficient fiinancial resources to effect the proposal. The
proposed transaction Is structured as a share exchange and
cash purchase. NBT will issue trust preferred securities to

remain in themarkes(footnoteBNBToperatestheninthlargestdepositdyiddie/gasingurtion of the transaction.

Alpagyibapkingenarkety contoHing depositsiofvappraximately

The Board also has considered the managerial resources

$579.9pmidtosompiaficiepresasdiappraxinpielycdA paicentiofsaarka
depasitsialEbissthaivaltih lorgest geppeisarysiostidition linéne
markeh:sentiolling depasiis afvepkoxmatelyB3dimpanillian.iwhish
represesteapRosimRIaky thrRercantRfdnasket HeRgshio R MEOBSHR=
matiomh NBlem@Quidiopesate-the aiabthdargestsisposiienyyinalitesion
in the;markeh gontvel ling gBpasits b aperpripately $923.6 million,
which rBaERsealARRIANMALE!Y fb Reraemo Dmarkel slepesits e

of the organizations involved and the proposed combined
organization. The Board has reviewed the examination
records of NBT, CNB, and their subsidiary banks, includ-
ing assessments of their management, risk-management
systems, and operations. In addition, the Board has con-
sidered its supervisory experiences and those of the other
relevant banking supervisory agencies with the organiza-

Ak womid ingrease @ Wsiﬂlm%%fﬁomg a signifi-
caﬂ—t Reradmentaf ontisealinibasseviewed dbacial-

e ComBeLtRe s TfiRe A Plae tRIARASE ANtk adyisasl 4he
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haveaarsignibicani! inaduerst: etfe cloft AABRBIHPRO HpaEY
f?\l@’@éﬁ@&%ﬁgrﬁ‘%%%ofﬁl@ﬁéﬂf‘%tﬂ%ﬁﬁ?@p”ate bank-

ing agencies have been afforded an opportunity to com-
ment and have not objected to the proposal.
rd the Board co nﬁmd S that
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oar as COﬂS eredt ese actors 1n of all the facts

of record, including confidential reports of examination,
other supervisory information from the primary federal
supervisers of the erganizations invelved in the propesal,
publiely repoerted and other finaneial informatien, and
infermation previded by the applieant.

In evaluating financial factors in expansion proposals by
banking organizations, the Board reviews the Affiimancial
condition of the organizations involved on both a parent-
only and consolidated basis, as well as the financial condi-
tion of the subsidiary banks and significant nonbanking
operations. In this evaluation, the Board considers a variety
of measures, including capital adeguaey, asset quality, and
earnings perfermance. In assessing finaneial factors, the
Board consistently has considered capital adeguaey to be
especially impertant. The Beard alse evaluates the finan-
cial eendition ef the combined erganization at €onsumMa:
tien, ineluding its eapital pesition, asset guality, and earn-
ings prospeets, and the impaet of the propesed funding ef
the transaetien.

tiens and their reeords of complianee with applicable
banking law. NBT, CNB, and their subsidiary depository
institutiens are considered te be well managed. The Beard
alse has eensidered NBT's plans fer implementing the
propesal, ineluding the prepesed management after
66NSHMMAON.

Based on all the facts of record, the Board has concluded
that considerations relating to the fimancial and manage-
rial resources and future prospects of the organizations
involved in the proposal are consistent with approval, as
are the other supervisory factors under the BHC Act.

Convenieneer and Needs (Consitierations

In acting on a proposal under section 3 of the BHC Act, the
Board also must consider the effects of the proposal on the
convenience and needs of the comraunities to be served
and take into account the records of the relevant insured
depository institutions under the Community Reinvestment
Act('(CBRA(Footrase@RY . 34282090 1 eisecredfabtiatelcial
supervisory agendiBs & Botagyl eastited idesssl ciipansial
AupER SoMYeRgensiasiie encaurapedasyrad depasiterynigti-
tusionis tohhehp (meptopersreditoiresienl thirogalicoaTen whid
tieanin opybishoiieyn aRetattie SIRsisiaMloptith cthedesatanand
soUNhpeeraiben, apehEgaui tardha@ppropttatafadeabifioans
£eRbPURST YR A0ARC Y riQIiake dOEOCACES Wi idB ERIHIHIINS
1aenidint mestinghéhenerasih tertlsopelts aNVIE GORRMRIBIEY-
isuding Jouvaaanrh masewipminsomery( pkdgdsiisneighbor-
hogquly IBEMalURHBODRKIBXRANSIRBARYIPrANOSALS facts of
fﬁ@@%ﬁoiﬁc]lgélﬁqytﬁe@ﬁ@%@%gﬂmatlon records
of N 1Bgark hav eqnsiderednganilly @l thedais
FREQEy ANk Ehingoihe DeEfoHmRR %@\EB{%EOM&
ﬁl&‘l‘%g—uﬂéaﬁ%ta@q{MUANﬁt'OQﬁhegai@ffoﬁﬁﬁﬁﬁpﬁf
Wmnk%ﬂﬁd%ﬁ%l%jp&({%o qﬁ&éﬂ%ﬁemeaﬁ@ﬁgﬁﬂé
DyssinsHre At Mptﬁe)ﬁfeﬁ%ﬁfe%%gnter alleged,
BARQL 1 58 §th IPOMPISIMNABIA datal HRITIRANERAQVIded
BN RLicontidsnHg! ﬁ&&emoﬁxv@igogﬁaﬂgﬁeamoﬂgqgg
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City National Bank had low evels of home mortgage
terdingto,and engaged in disparate treatment of, minority
borrowers in their home mortgage operations. In addition,



the commenter expressed concern about NBT Bank'’s rat-
ing under the service test in its most recent CRA perfor-
mance evaluation.

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 perfor-
mance records of the relevant insured depository insti-
tutions. 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
superviser(footnote 12
See NIBTagRNsY fAdestions.ant Answers Regarding GoMeunbk

for home purchase loans made to LMI borrowers exceeded
NBT Bank's everall market share fer QH heme Hf§H§§8
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penizsdendis @mm@l)En@ fﬁtlllkaTl'SBmﬁ §Mﬂﬁd partner-
ships with a number of nonprofit agencies through which

ggff s lache ity e ol

Mewhdrrdnekirst o IIDPr mm@g@mt ﬁo’g
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AbHisdRating aw berepwessiby neevidiRgisnateBing
E%?&él}) ﬁH%nPg %B@%’&ﬁo&%’ g providing matching
funds to augment participants’ savings.

The 2004 CRA Evaluation also found that the bank
demonstrated an excellent overall record of serving the

Relsietrrent &6 fredesal Bygtﬁ@r@@@%%ndﬁﬁlﬁ% €2083).end feseditepeeds of small businesses. Examiners concluded that

(“DBE BRK FRafMATbAN ) OUSIANNIAGo nEAIBENRL e SRR
recentisERArgvatuation s thesOetenfe RI Iy tmahed
EvaRPAI GRAEBIBOC ) (fooingigldry 27, 2003 After
EXATRRRSRNAaTeth D B Rankis SRA RATIAMANasIASINB T

the overall geographic distribution of small loans to busi-
nesses and farms was good, particularly in the bank’s
Albany Assessment Area.

Examiners commended NBT Bank for its level of com-

HhasspssmentarpasniNeWnsar@od Renpavlyaniz: lngtesminingnunity development lending throughout its assessment
NBT Bank(sovrigll fatins.examineisdave thagreatest waight to thareas in the 2004 CRA Evaluation. During the evaluation
BaMca PRI ToRmManca N H08, aas8psentALRRR N INS WK T K NI evalperiod, NBT Bank originated 19 community development
fiop,period for home mortgage and small bisiness loans was Janu- loans totaling $25.7 million in New York and Pennsyl-

arypd, Q03gthroughaDeceraridh, 2Q02r The svaluatinn.geriqd forvania, the majority of which supported affordable housing

e m%%ﬁé‘ﬂ&ﬂ{%%dﬁﬂg &HH&P?H@‘IE%E‘HQ%@P §efyjep testsinitiatives.
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NBT Bank received an overall “outstanding™ rating
under the investment test in the 2004 CRA Evaluation,
reflecting what examiners reported as an “excellent” level
of qualified investments in various assessment areas. The
bank’s qualified investments in New York during the evalu-
ation period totaled approximately $19.8 million.

H fer alls QWW Bank§HERASKARIAtoN WaNBT Bank received a “low satisfactory” rating in the
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averall "outstanding” rating under the lending test. Exam-
iners reported that NBT Bank's lending levels reflected
excellent responsiveness to the credit needs of its commu-
nities. Furthermore, examiners noted that NBT Bank's
distribution of loans showed a good penetration among
geographies and customers of different income levels and
among businesses of different revenue sizes.

Examiners commended NBT Bank's lending activity in
the New York assessment areas and noted that its overall
geographic distribution of loans was good. In NBT Bank's
New York assessment areas where examiners conducted a
full-scope review, they noted that the bank's percentage of
home purchase loans in moderate-income geographies gen-
erally exceeded the percentage of owner-occupied housing
units in thesegeographies(footnotel5
These areas included the Albany region, consisting

éeﬂlé%%t%%l? @@S%eeﬁ?rﬁ?gaté) S%db&c%%l]t?} ‘&g%ggau

2004 CRA Evaluation under the service test overall and in
its New York assessment areas. In Pennsylvania, NBT
Bank was rated “high satisfactory™ under the service test.
Examiners reported that the bank’s branches in its assess-
ment areas were reasonably accessible to individuals and
geographies of different income levels. Examiners also
reported that NBT Bank's hours and services offered in its
assessment areas were good and that the bank offered
serviees that provided easy aceess {6 funds for lew-inceme
people who reeeived gevernment assistance at its

branehes(foatsetdidcFbe samnaenten mUyEsteaikatdPgupport-
Board require NBT to file

branch closing information as part of this proposal. The Board notes
that federal banking law provides a specific mechanism for addressing
branch closings. Federal law requires an insured depository institution
to provide notice to the public and to the appropriate federal supervisory
agency before closing a branch. Section 42 of the Federal

Deposit Insurance Act (12 U.S.C. § 1831r-1), as implemented by the
Joint Policy Statement Regarding Branch Closings (64 Federal Regis-
ter 34,844 (1999)), requires that a bank provide the public with at least
a 30-day notice and the appropriate federal supervisory agency and
customers of the branch with at least a 90-day notice before the date of
the proposed branch closing. The bank also is required to provide
reasons and other supporting data for the closure, consistent with the

of Montgomery, Saratoga, Schoharie, and Schenectady counties, institution's written policy for branch closings. In addition, the Board
and the northern portion of Albany County ("Albany Assessment Area”), and  potes that the OCC, as the appropriate federal supervisor of NBT

the Southern Tier Region, consisting of Chenango, Delaware, and - - L . ]
Otsego counties, and portions of Madison, Greene, and Ulster coun- Bank, will continue to review its branch closing record in the course

ties allinNewYorkendfootnoteYMoreover the market share of conducting: CRA maformance-enva uaionsend feotnoteh o rt-



ing community development services throughout its assess-
ment areas that promoted or facilitated affordable housing,
services, and economic development in LMI areas and for
LMI individuals.

B. HMDA and Fair Lending Record

The Board has considered carefully NBT Bank’s and City
National Bank’s lending records and HMDA data in light
of public comment about their records of lending to minori-
ties. A commenter expressed concern, based on 2004
HMDA data, that NBT Bank disproportionately denied
applications for HMDA-repoitable loans by African-
American and Hispanic applicants. The commenter also
expressed concern that the 2003 and 2004 HMDA data
indicated that NBT Bank and City National Bank made
few homme purchase loans to minerity applieants and that
the banks received few applications frem rinerity indi=
viduals. Based on the 2004 HMDA data, the commenter
alse eriticized NBT Bank for making higher-cost mertgage
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Ibany- Schenectady Troy Metropolltan Statistical Area

is deflned as Albany, Saratoga Schenectady, Schoharle
and Rensselaer counties in New York end footnote)
Although the HMDA data might reflect certain dispari-
ties in the rates of loan applications, originations, denials,
or pricing among members of different racial or ethnic
groups in certain local areas, they provide an insufficient
basis by themselves to conclude whether or not NBT Bank
or City National Bank is excluding any racial or ethnic
group or imposing higher credit costs on those groups on a
prohibited basis. The Board recognizes that HMDA data
alone, even with the recent addition of pricing information,
provide only limited information about the covered loans

(footnote 20 The data, for example, do not account for the possibility that an

institution's outreach efforts may attract a larger proportion of

marginally qualified applicants than other institutions attract and do not
provide a basis for an independent assessment of whether an applicant
who was denied credit was, in fact, creditworthy. In addition, credit
history problems, excessive debt levels relative to income, and high
loan amounts relative to the value of the real estate collateral (reasons
most frequently cited for a credit denial or higher credit cost) are not

available from HMDA data end footnote)

HMDA data, therefore, have limitations that make them
an inadequate basis, absent other information, for conclud-
ing that an institution has engaged in illegal lending
discrimination.

The Board is nevertheless concerned when HMDA data
for an institution indicate disparities in lending and believes
that all banks are obligated to ensure that their lending
practices are based on criteria that ensure not only safe and
sound lending but also equal access to credit by credit-
worthy applicants regardless of their race. Because of the
limitations of HMDA data, the Board has considered these
data carefully and taken into account other infermation,
ineluding examination reperts that provide en-site evalua-
tions of complianee by NBT Bank and City National Bank
with fair lending laws. In the fair lending reviews of NBT
Bank and City National Bank eendueted in eenjunetien
with their mest recent CRA evaluatiens, examiners neted
ne stibstantive vielatiens ef applicable fair lending laws by
gither bank.

The record also indicates that NBT has taken steps to
help ensure compliance with fair lending laws and other
gQRsymer protection laws. NBT represented that it per-

forms significant monitoring of compliance in its mortgage
lending operations through a wide variety of audit and
review methods, including file reviews, statistical analyses,
and exception reviews. One such review method at NBT
Bank is a “second-look” program for all residential mort-
gage loan applications initially seheduled for denial. Under
this program, a manager or other supervisory officer
reviews such applications te ensure that they were preperly
evaluated and te determine whether the applieants gualify
fer anether lean produet effered by NBT Bank. Further-
mere, NBT Bank primarily offers eenventional mertgage
produets sueh as these effered by sovernment-spensered
gRierprises that eenferm te secendary-market wnderwriting

an StadeRIAMGArNBT Bank's mertgage %ngﬁfﬁ ineludes Fisk-

priced proeedures egnsisient with these guidelines and it
Hses éH fomated software for HRderwriting and prieing mert-
gage 1eans. In addition, NBT Bank stated that it will
eenduet 2 E]H%ﬁéw feview of the gverall distribution of ifs
{BBHgB% & loan §?BHEQHBH§ and eriginatiens, Ineluding the
disiriBution of lending 10 MIRGHLY individuals, 10 the
AlBany Assessment Area for 2 periad of 4t least e YEAts
aHer consummatian of the proposal:

The Board also has considered the HMDA data in light
of other information, including the CRA lending programs
described above and the overall performance records of
NBT Bank and City National Bank under the CRA. These
established efforts demonstrate that the institutions are
active in helping to meet the credit needs of their entire
communities.




C. Conclusion on Convenience and Needs and CRA
Performance Records

The Board has carefully considered all the facts of record,
including reports of evaluation of the CRA performance
records of the institutions involved, HMDA data reported
by NBT Bank and City National Bank, information pro-
vided by NBT, comments recelved on the proposal, and
confidential supervisory information. The Board notes that
the proposal would expand the availability and array of
banking products and services to the customers of City
National Bank, ineluding access to expanded braneh and
ATM networks. Based on a review of the entire record, and
for the reasens discussed above, the Beard coneludes that
considerations relating te the esnvenience and needs factor
and the CRA perfermanee reeerds of the relevant depesi-
tery institutiens are eensistent with appreval.

Conclusiom

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(fockhete
21 Acamineatgsieaueiapthatithd IBewrddialshe gulicdieqiing o
meeting ONBITE wicpebal.coeeti 0o 3sofi thw BidGrA¢tideasiaptaicqite
dberperddatboldaiputlicheasiogranian applisation uriess the
appropriaE shpen/ispoy apthprtyfosanthnf thaankste heoaetuised
makesa dnshiwiliien feeemmandation tfdepindieiihe applisation
The Boagdifiasonelyreseiied stichd Rapmemessdatiom fiemmnysapenvitt
sory ausbpitty. hérder Enaulgs, shetBears, absodnaysdadtadseretian.
hold a pybic weRting PIikeing.en an application to acquire a bank if
necessary oipppeRpiatedo alanifyciastvahiasuesselaied daibappplicat
tion angdp proyisle aoppRitkAItYIf9r 4@@#&9@%@&@&%@5@9%
The Bogrghas£ongiderathcarrfulIdbezonieentes LIRuUests inlioh
of ﬁﬁiéf&&%t%%flé%‘é%ﬂ%&%Q@@)&é&ﬁ%&ﬂ%%@@%@é@?
ampleRPRYAMRItFO BYDMME FOMMRLS 2R RIRPQSA! Ry VAR,
submig Hﬁ%@&ﬁm%ﬁﬁ@é@%&éﬁ%ﬁﬂ%ﬁgﬁs considered carefully

in acting on the proposal. The commenter's request fails to demon-

strate-why-writteR-comments do not present its views adequately omerg%ﬁglg%@}{gy

Unl%i@[&k@fﬁj iR iedaPYrResh ?%f&g@{tqgk\é %ﬁﬁﬁ@ﬁ@%ﬁ%f

and apjcip datg a%@%ﬁ“ﬂﬁé%@gg@é&%ﬁ%ﬂ

By order of the Board of Governors, effective Decem-
ber 14, 2005.

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

ROBERT DEV. FRIERSON
Deputty Secvetany of the Board

New York Communityy Bamnarpy, Inc.
Westiburyy, New York

Order Approving the Merger of Bank Holding
Companies

New York Community Bancorp, Inc. (“NYCB"), a bank
holding company within the meaning of the Bank Holding
Company Act (“"BHC Act”), has requested the Board’s
approval pursuant to section 3 of the BHCA&t(foatneiedge
#thU.54 [8i8d2Fiendcifoothete)to“LIFC™), and thegsbg
withuiteony shstandidrinbaeial [Cop Is(AhdRG hmsdidh&ehy
acnIaB ity, vgidindyl badka, dong ¥baRd Commercial Bank
("IN&ERE) othofPsdprdia, Newri#fK. interested persons
anNgipegtufitgheo Rigneselcoaifacaing hintaresiechupaisnss
670 OPREEIITT e §0s DI IR S8MDTENSS). Mesebeane gublishag
E@nhrderahaRegiyne BB B8&H2 005 d The Eeidercfiling
&ppIMaLtsn hanexpireorandetie BQasivdipsiconsisered the
ppRbisatenfoand idleagsmmestsheepiedadp light of the
faqtpyegst {enith 1ot seCdoRaTiahihe BEGs A¢tapproximately
$28 MR oNVitBptatak sopselidrlsdsassts infARRMIMABlY
$2RK ilbiRinuBRs %Hwﬂwp@fﬁfﬂuﬂﬂ?ll%lﬁ@s) New
MC MM uadly Ragky (ahY Ne@muiitaReNew. Yotk
eranahescim fﬁedww?%w a@%ﬂ%\é&c}(ﬂr@aﬁ@@)’\'e%tﬁoﬂf
ﬁfﬁmﬂ@gc'@'e\ﬁ%k NYC@O{B@FJQ'N#M}%&U& BRikAy
GommRsaigh Bank, gurRolly oymerhsusidians of; p@&ﬁ?

ARPOSKS! arfBin 5?0&@ BHOBF insured depository institff
Fmiﬂqhygy%qufggqgﬁgé§§e ataareasofSeptember

LIFC, with total consolidsed gée?g]%ftaa 19&%’%‘1
B‘fPSi‘i@Bt
HEthis ganiext, gy

why a meeting or hearing otherwise would be necessary or approprqepos'tﬂ{%yeﬁ't%%@ﬂ%(g‘%ﬁ{ﬂm?ﬁc'ﬂl bRks: spyip gsé?ﬁmﬁé ﬁﬂ

ate. 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 request for a public hearing or
meeting on the proposal is denied end footnote)The
Board's approval is specifically conditioned on compliance
by NBT with the conditions imposed in this order and the
commitments made to the Board in connection with the
application. For purposes of this action, the conditions
and commitments are deemed to be conditions imposed in
writing by the Board in connection with its findings and
decision herein and, as such, may be enforced in proceed-

ings under applicable law.

The proposed transaction may not be consummated
before the 15th 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 New York,
acting pursuant to delegated authority.

RPOGASP eRdfoQiRaBIN Y5 the 1ith largest

orgapiz ﬁagﬂ B, Y hg Hgag WSM@%%@
%%s&x N 9&949&10 éﬁ '110 lgzg WIRRE R0 5
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e st a s tate, depo.
i Bcgdlas ol ol S ORI
represent Y agep ercen

ggEZWQ(;l on operates one sitory |nst|tut|onp(LSI1 B

with branches only in New York. LIFC is the 80th largest
insured depository institution in New York, controlling
deposits of approximately $420 million.

On consummation of the proposal, NYCB would have
consolidated assets of approximately $25.5 billion. NYCB
would remain the 11th largest depository organization in
New York, controlling deposits of approximately $11.6 bil-
lion, which represent less than 2 percent of state deposits.

pository



Competitine (Consilierations

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

centrated, as measured by the HHI, and numerous competi-
tors would remain in themarket(footnote8
The Daftertthepropohectiaequlsitinng therdiid tedal dleembid

urshamgestattkO e NGB dpesatgsetihe tentiftacgest flepesitosy

postilusion mthedvhrkéticoMraltingidepasiisohappriox mately

monopolize the business of banking in any relevant bank$11.8 pilliassavhvebukpresant ikssthaa 2epercenimifimaiiiet depasite.

ing market. In addition, section 3 prohibits the Board from LIFGfaperates thad4stitiangest deposiéteydnstiutiomin thararkets,

approving a proposed bank acquisition that would substancontreltingideosiis of pppspximatebs SAomilbians ehicnrepraseit

tially lessen competition in any relevant banking markess thantlopateahofppakateapasith ifitentherpropssedacytizition

unless the anticompetitive effects of the proposal afdYCBiwvawdeoptisue to operate the tenth largest depository institu-

clearly outweighed in the public interest by its prebabilen in the Paskatosontrenking clepasitscot apmieRmatalyshelde e

effect in meeting the convenienee and needs of the commuwhich seprasaithlasstham 2merseapofinarkatidepositiatwa hipdied

Rity te bessmesi{footnote412U.5.C.81842(c)(1)endfootnote) and eightyytwdvdenesiipexdnstitedinpreyvauld seroainie thekamtiag

NYCB and LIFC compete directly in the Metro New  Maikerarddaatested the banking market where NYCB and

York banking market (New York banking market) The  LIFred3eRssteent of dusticRaisa-das sontaeiemtha detailed
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Ragktantt $uffoti) SullivaRddistdraand Mestebestbroounttesin - RFRRC3Hrovauld not likely have a significantly adverse

dewoYigsksiBergena Essex tudsaniHunteidas Midglasexket, effe_c? on competition _in any rel_evant bank_ing market. In

Monmouth, Merrisi-QeearnRassaist JomersiipSuasexnUaniposiadWVarsen addition, the appropriate banking agencies have been
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_ . areasofJune 30,2005 (adjusted  qq0q) ublicly reported and other financial information,

ar?g;;'f"t mergers a%‘:]g?ﬂ‘m}'cinfhteh;‘;“gh.Decfer:]‘b.itr 13,2005), and jpfarmation provided by NYCB, and public comment on
! d-on-calculati posits of thrift institutions are thensanasad(footnote9AcommentercriticizedLIFCforhaving
included at 50 percent. The Board previously has indicated that thrift In evaluating fi ial factors in clgnaisRrelBHORSHi

Lo : A g financial factors in e GNSHADS

institutions have become, or have the potential to become, significant WithysayarRlchesk:AS PG RYSHIRSIBE S 23803l At these
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70 Federal Reserve Bulletin 743 (1984). Thus, the Boartc)il reguFI)arIy h | aresiglaterda statekin bis(,as URrRY 1N deReka OE Gier

included thrift deposits in the market share calculation on a 50 ercezimItEdﬂWK!Fqﬁ@ﬁ%ﬁﬁw%ﬁ%ﬁ%ﬁﬁ@gmﬁa% dasabatiY

P P aperaleonstheiriandingland businesspracticen gieiedityamion

weighted basis. See, e.g., First Hawaiian, Inc., 77 Federal Reserveproce@@eﬁi éa's(ﬁ?eéeﬁffcﬂ%ﬁﬁgg”&%iﬁtﬁpﬁﬁéﬁ% §lu§ s@@i%’ﬂ&ﬁ weviey

Bulletin52(1991)endfootnote)theconcentration level

of market depos-
its and the increase in this level as measured by the
Herfindahl-Hirschman Index (""HHI") under the Depart-

baferage ¢ingiR-Bankingstelatiansiipnit Ay ghgsk gasher end footnote)

In evaluating financial factors in expansion proposals
by banking organizations, the Board reviews the financial
condition of the organizations involved on both a parent-

mr?(?ér(ir]ejllij)sct)lfgMdeerl?reugsGaurlr?:rlllre]ﬁs goﬁs?djeg’é“dd'nes")(foom%‘iﬂZ/ and consolidated basis, as well as the financial condi-
unconcentrated if the post-merger HHI is less than 1000, moderately%nf?gnthe subsidiary banks and significant nonbanking
trated if the post-merger HHI is between 1000 and 1800, and highlyPperations. In this evaluation, the Board considers a variety
concentrated if the post- merger HHI is more than 1800. of measures, including capital adequacy, asset quality, and
The Department of Justice ("DOJ") has informed the Board that a b@akﬂmggeperformance In assessing financial factors, the
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 for anticompetitive effects
implicitly recognize the competitive effects of limited-purpose lenders
and other non depository financial entities end footnote)
and other characteristics of the market.
Consummation of the proposal would be consistent with
Board precedent and the DOJ Guidelines in the New York
banking market. After consummation of the proposal, the

New York banking market would remain moderately con-



Board consistently has considered capital adequacy to be
especially important. The Board also evaluates the finan-
cial condition of the combined organization at consumma-
tion, including its capital position, asset quality, and earn-
ings prospects, and the impact of the proposed funding of
the transaction.

NYCB, LIFC, and their subsidiary depository institu-
tions are well capitalized, and the resulting organization
and its subsidiary banks would remain so on consumma-
tion of the proposal. The proposed transaction is structured
as a share exchange. Based on its review of the record in
this case, the Board believes that NYCB has sufficient
finaneiall resources to effect the proposal.

The Board has considered carefully all the facts of
record, including reports of examination of the CRA per-
formance records of the subsidiary depository institutions
of NYCB and LIFC, data reported by NYCB under the
Home Mortgage Disclosure Act({tHMIAM) (foodteteidfor-
122 b8. pro¥i28a1h et NBY Bnd ckodirate)oheservisory infor-
mation, piodligedblxy MYiGRncartidaridabauprrisopodafon
matigeneadoppolith ganymakpisaeiveskoad fhe e Ras 004
EOVIMAN e L oppesi NN YEproposahassedtedh asedromA00¢
B ndasd, thabiNy GRIikaduangagedisimdliserimdnatogy
Up@fmﬁmsof minority individuals in its home mortgage

operations(footnote 13 The commenter also alleged that NYCB lends to

"slumlords."

The Board also has considered the managenalN&&ﬁc@PreS%te&fq&t }BQ( S AN, ﬁ@ﬁpﬂmaw lending focus

of the organizations involved and the proposed combilfet!S multif
organization. The Board has reviewed the exaf@itgeatroll ﬁ,{,%]é
records of NYCB, LIFC, and thelr subsidiary @éBésNo\f B fl{{ R

es 0.- ]

institutions, including assessments of their manakié

risk-management systems, and operations. 1n additior?ftﬁéoper ASSESS! P&gﬂb% f %ﬁ‘
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Board has considered its supervisory experiences
of the other relevant banking supervisory agencies Wolk
organizations and their reeords of complianee with applica-
ble banking law. Mereover, the Board consulted with the
Federal Depesit Instranee Corperation (“FDIC"), the pfi=
mary federal banking superviser of NYCB's and LIFC's

Oan program, W concentrates on loans fOI’
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a detailed, en-site evaluatien of the institution’'s everall

recerd of performance under the CRA by its appropriate
federalssipsemisgstfootnote14
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subsidiary banks. The Beard alse has eensidered NYCBée InteragenaycRuesHopSAn ADSWersRegardiRgSoMmHN

plans fef implementing the pf@p%ﬁh ineluding the pre-
pesed management after eenskmmation. NYEB, LIFC, and
their subsidiary depesitery institutions are cansidered 8 be
well-managed.

Based on all the facts of record, the Board has concluded
that considerations relating to the fimancial and manage-
rial resources and future prospects of the organizations
involved in the proposal are consistent with approval, as
are the supervisory factors under the BHC Act.

Convenieneer and Needs (Considerations

In acting on a proposal under section 3 of the BHC Act, the
Board also must consider the effects of a proposal 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 Community Reinvestment
Act((CRRA(footTote IORA).5:6uERI01htserpepefbotinateyial
supervisory agendiRe GRAncequikes fhmdederahstinancial
sORRENIsaTdEt apencieslitmeeasobrage Itivancanstitieions
tohhelp tRsebig acsedibmastsnofwiiip koeat soromuaitiesda
viuehidreyangeretpuitansistenpwitprideirfeaéeabntinsaund
onpERtindryangeirauitgstdke ARBroRudsttifesemlstinaasal
PURSRYISATYNAYEASYHE dakEitiMCeBreaUNk dhiiRstbtiamns
meprdigdluaestindothe elieditnAeadsa s itte opAblren SRR
ABYds Inaledindatiowde positomosiesatetiBAIMEx phRlHRSTy
PROSISsJR evaluating depository institutions’ expansionary
proposals(footnote 1112 U.S.C. §2903 end footnote)

Reimvestraentt forkadaral Regiteli26, 620anee360RY as
(200tk}and footRpte) LICB received a “satisfactory” rat-
indNaf O MBYNILYBRTKRACHMEE tnatrRidsEFalARYIoRAHPARE
tHNoshyRoeNTARHOrs aneg4e VRIvetipm fs aepbechiLCinas
gi ?U%%@%l%@loﬁff%gl@%t major changes to programs.
Wng}RAiréﬁ?ylgﬁgFB 45 %@Me%ﬁ%%teﬂlose of
NYCB. LICB received a "satisfactory" rat-
ing at its most recent CRA performance evaluation by the
FDIC, as of March 15, 2004. NYCB has represented that
gdmmqg%ﬁd%%ueﬂ i fhanges to programs
or managing communlty reTmvest V|t|es at LICB,
g gz!lrre d ashagar%F Aiyp r&ere?f"ﬂw Eor%‘&suem
S lending record and HMDA data in light of pubhc
comment about its record of lending to minorities. The
commenter expressed concern, based on 2004 HMDA data,
that NY Community Bank denied or excluded the home
mortgage and refinance applications of African-American
and Hispanic borrowers more frequently than those of

Aeppesiakpirpoge ok npieyject to



nonminority applicants in the New York, New York Metro-
politan Statistical Area (“MSA""); the Nassau-Suffolk, New

Yotk MSA; and the Edison, New JerseyMdA{ootfltitel6
Bodnd206¢i tivechl adsa HSM kS Aow a3 A arapdtioel Nas Iy
SuffolRphewnuMierkBdatdpalisamnsiidigiontyréiae Office of Manage-
menAariibBuHott DMBA, dndathaiNen skt Nemad oA
is newiendempassed iMibain dpgMitewi Y keviite fbains ddajile,
New YberkriNancJerseyryleirepatisas Divisiterdiie QMB ajsodbhinc
eated theoaisennNendersey Matapglitany RivisiouGeecOME Bidle-

other consumer protection laws. NYCB represented that
it has implemented fair lending policies, procedures, and
training programs at NY Community Bank and that all
lending department personnel at the bank are required to
take annual compliance training. NYCB further repre-
sented that the bank’s fair lending policies and procedures
are designed to help ensure that loan officers price loans
uniformly, illegally discriminatory loan produets are
avoided, and current and proposed lending activities and

(3) Newark- gr%f%l %

tiflves NO.supp®®-Q2 concf28R¥). on @fbther foptapte) e
BoatthigNigBshthestMDAidatafor46R4 aperiedchyrdhy
SOMApHLLYBAMLE itregresshientagatioawoiedips on a

custorner complaints are reviewed. NY Community Bank
eonduets independent audits of its lending activities, and
audit results are provided to its Audit Committes of the

FheBaard reviewad 2004 MDMmdata fBﬂOHMIbA( Na.ComBeard ef Diresters, Cempliance Department, and Legal
muRitycRBanksinuparticas ok tﬁ@dﬁﬁﬁﬁ%ﬂgﬁdﬁi@ﬂﬁh%ﬁﬁhmv'sm?ﬁ%ﬂt The bank alse analyzes HMDA Loan Applica-
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Dastitaniaye Bankd isneslgdimghahynsbianet @iimialgrang
seundplesidinshiibernl spegitudosecats thoseedikobpscienlia
protinitepbissints g BYas edctynizarcehdbcemmolddie
Hmhatiensro WitV M. datenthgdditiod tufs grishdetieddimse
tola, profiddy onigd lakitaditifforasation abvut itforeovidred
iugh@@ﬁ@gm@mﬁmmmy@rt@x&mpmovide on-site evalua-
tiomovéccompt forcthd podEibilioyrtimainary Bank with fair

lnsﬂtulgi or'woulreatte effortiemiiyattcactw lagetystegontion o
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@dgister data to help assess its lending activities for

sey; @iflplianee with the CRA.
ment é}%@ﬁ@f@éﬁﬁ&é?m"d that LICB maintains similar poli-

cies and programs designed to ensure compliance with
applicable fair lending and consumer protection laws and
that NYCB does not intend to make significant changes to
LICB's policies and programs.

The Board also has considered the HMDA data in light
of other information, including NY Community Bank's
CRA lending programs and the overall performance
records of NY Community Bank and LICB under the
CRA. These established efforts demonstrate that the institu-
tions are active in helping to meet the credit needs of their
entire eommunities.

margin-
é. érgnclusiom on Convenience and Needs and CRA
Performance Records
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The Board has carefully considered all the facts of record,
including reports of examination of the CRA records of the

ﬁl’l@@a{ijﬁﬁ%ﬁ M%Qgtﬁawfﬁﬂi rotectlon
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du}lgmrﬂ|m|mom compliance with fair lendlng aws and

The Board is nevertheless concerned when HMDA data
for an-institution indicate disparities in lending and believes
that all banks are obligated to ensure that their lending
practices are based on criteria that ensure not only safe and
sound lending but also equal access to credit by credit-
worthy applicants regardless of their race. Because of the
limitations of HMDA data, the Board has considered these
data carefully and taken into account other information,
including examination reports that provide on-site evalua-
tions of compliance by NY Community Bank with fair
lending laws. In the fair lending review conducted in
conjunction with the bank's CRA evaluation in 2002,
examiners noted no violations of the substantive provisions
of applicable fair lending laws. In addition, the Board has

institutions involved, information provided by NYCB,
comments received on the proposal, and confidential super-
visory information. The Board notes that the proposal
would expand the avallability and array of banking prod-
uets and serviees to LIFC's customers, including access to
expanded branch and ATM netwerks. Based on a review of
the entire record, and for the reasons discussed above, the
Board coneludes that considerations relating te the conve=
nienee and needs facter and the CRA perfermance recerds
of the relevant depesitory institutiens are eensistent with
approval.

Conclusiom

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,approvs(footiatatdching this

The commenter also requested that the present proposal be
censohdated with a separate application under the BHC Act that
NYCB may file in connection with another acquisition that it recently
announced. This potential application would be considered by the
Board separately from the NYCB/LIFC proposal pursuant to standard
procedures under section 3 of the BHC Act and Regulation

Y end footnote)in reaching this

consulted with the FDIC, the primary federal supervisor of
NY Community Bank, about the bank's record of compli-
ance with fair lending laws and other consumer protection
laws.

The record also indicates that NYCB has taken steps
designed to ensure compliance with fair lending laws and



conclusion, 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 applicablestatutas{footrinteBdard’s

the voting shares of Harvest Community Bank (“HCB”),
also ofHeemswilé¢footnote2Pennanditsofficersanddirectors
Notice of the proposal, affordinidy owerés98pepeandns
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less than a controlling interest in a bank or bank holding

company is not a normal acquisition for a bank holding

company(footnote 5 See, e.g., C-B-G, Inc.,

91 Federal Reserve Bulletin 421 (2005)

("C-B-G"); S&TBancorp Inc., 91 Federal Reserve Bulletin 74 (2005)

("S&T Bancorp"); Brookline Bancorp, MHC, 86 Federal Reserve

Bulletin 52 (2000) ("Brookline™); North Fork Bancorporation, Inc.,

its findings and decision and,
as such, may be enforced in %
- proceedings under applicable
law. ?E
The proposed transaction shall m
before the 15th 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 New York,

acting pursuant to delegated authority.
By order of the Board of Governors,
effective Decem-
ber 14, 2005.
Voting for this action: Chairman

Greenspan, Vice Chairman Fergu-

son, and Governors Bies, Olson, and Kohn.
_ 8 RT DEV, FRIERSO
Deputy Secretary of the Boar

81 Federal Reserve Bulletin 734 (1995); First Piedmont Corp.,
59 Federal Reserve Bulletin 456, 457 (1973) end footnote)
The requirement in section 3(a)(3) of the BHC
Act, however, that the Board's approval be obtained before
a bank holding company acquires more than 5 percent of
the voting shares of a bank suggests that Congress con-
templated the acquisition by bank holding companies of
between 5 percent and 25 percent of the voting shares of
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(footnote 7 Sep8dvE -G ansisitioniofiup to24.3dppregisef thecvoting
sharesa@f apamliseoldiogrmempiany inSi&dnBansoep (CCBisiHenofhap

toad <@ perseitioktis voding sharanafiehanis haleingueompariy)l
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on these considerations and all the other facts of record, the
Board has eoneluded that Penn weuld net Qé%tﬂf@ contrel
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shares.

Finamcial], Mamageriad/, and Supevvisany (Consiterations

bankihgldismpampanyiihifedieoile to exercise a control-
linBeimuRatestated aath&h®aatguisidien donipendest hsnr
passpiapovestorEnhagHiEt AbdoeFdiotRionsse PefBNHA
ObTANAIEIE N L GONtRRNing: ifhurRERLaveExEICRBe Peomukas
Aakeeaioeabids Ry GrftalAnaemmiENBRtsNTEPUs T Hied
pRyRyf fhesBRadchries datsr RN dhatc a8 RypsbRhthapk
BaltHadh soMRANYI I HPTHRERABIEAID TG SRR RARFBY;
HAG HYlueNef ey alndnatheEBaN K MelGinenEASEY T RAH{
fRfeNUERQSaHOTHIOB BHAACH OGBS idiaries. Penn also

Section 3 of the BHC Act requires the Board to consider
the fiimancial and managerial resources and future prospects
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 confidential reports of examination,
other supervisory information from the primary federal
supervisors of the organizations invelved in the proposal,

IRGHA. AR VIR GO A0S RGeS tion provided by the applicant, and public cemments
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acquiring shares of HC% ?ﬁ excess of the amount consid- Othegpggpggghtﬁg}@ﬁqgjgm @@ﬂ&rﬂﬂﬂfﬁ B?ﬁﬁk@%ﬁ{ﬁ'ﬁ%@}/ I, from

ered in this proposal or attempting to exercise a Contro'Iingmultiﬂﬁpeﬁk&%%ﬁ%ﬂ%ﬂ agengies, ananpli umtl E%@gfa-%&%i

influence over HCB without the Board's prior approval requireg] fegilatory,an %% @&(}Q{H&’%%:‘ﬂﬁ %&p&%ﬁl ; The

(footnote 9 HCB claimed that Penn and the president, a director, and an Boa%ﬁﬁa%@%@{@%%ygﬁéw is condition%d on Pennegﬁet%i%ing

officer of Penn, as well as an HCB shareholder who is a business an HPgr Y?cir [ﬁ%ﬂﬁaﬁ' %1 EW ﬂrf t te& )

associate of Penn's president, have already acted together to acquire )ﬁiﬁﬁv%w%g%ﬁ' ; If \:cb %E 1 POAASPHIE atlon?l

more than 5 percent of the shares of HCB without prior approval of gi&’ﬁ%k' g fi%wﬂ({é%;ﬁ g@%&cﬁﬁﬂﬁﬁ%@#}aﬂg 9‘%?1&%

the Board, as required under section 3 of the BHC Act. The Board has 4 H %g?q{ gs Il -P FpUSal 1B .
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publiely reperted and other finaneial informatioen, informa-

reviewed information provided by Penn and HCB and confidential idat the fi ial condi-
supervisory information regarding the current ownership of both orga- %%Cgﬁftgﬂggg%%g%%%gg%%? -Eﬁ@i %a%qgfg
nizations, including information about the ownership of HCB's shares g %’é’@@s ?&5}‘? gvall?atlon She Efioargllconsiders a%ar%ety
by individuals associated with Penn, in light of the Board's rules 0? easureg, |nc?sﬁd|ng capital adequacy, asset quality, and

and precedent for aggregating shares held by a company and persons
associated with the company. The record does not support a finding
that Penn, its president, the director and the officer of Penn, and the be especially important. When applicable, the Board also
HCB shareholder have acted together to acquire more than 5 percent evaluates the financial condition of the combined organiza-
of the voting shares of HCB in violation of the BHC Act end footngte), on, consummation, including its capital position, asset

earnings performance. In assessing financial factors, the
Board—consistently has considered capital adequacy to

The Board has adequate supervisory authority to moni-
tor compliance by Penn with its commitments and can take
enforcement action against Penn if it violates any of the

commitments(footnote 10 See 12 U.S.C. § 1818(b)(1) end footnotg)qyiq acquire only up to 24.89 percent of HCB's voting shares and
would not be considered to control HCB. Under these circumstances,

The Board also has authority to initiate a
controlproceeding(footnote11See12U.S.C.
§ 1841(a)(2)(C) end footnote)
against Penn if facts presented later
indicate that Penn or any of its subsidiaries or affiliates, in
fact, controls HCB for purposes of the BHC Act(footnote

12 HCB asserted that despite Penn's commitments, Penn would
control HCB after consummation of the proposal and there

by potentially harm the future prospects of HCB. As noted, the Boa

quality, earnings prospects, and the impact of the proposed
funding of thetransaction(footnotel4Aspreviouslynoted,
the current proposal provides that Penn

the financial statements of Penn and HCB would not be
consolidated end footnote)

Penn and its subsidiary bank, The Pennsville National
Bank ("PNB"), Pennsville, are well capitalized and would
remain so on consummation of the proposal. Based on
its review of the record, the Board believes that Penn has
§Hfggﬂg%sfinancial resources to effect the proposal. The

that the facts of record, including the commitments made in this cagel0posed transaction would be funded from Penn’s general

do not support this conclusion and that the Board has adequate

supervisory authority to monitor and enforce Penn's compliance with

its commitments. end footnote)Based

corporate resources.
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that serve the county. Moreover, small-business lending
data submitted by depository institutions in 2004 under
the Community Reinvestment Act ("CRA") regulations

(footnote 21 See, e.g., 12 CFR 228 et seq end footnote)
of the federal supervisory agencies indicated that approxi-
mately 25 percent of the total number of small business
loans made to businesses in Salem County were made by
depository institutions without a branch in the county but
with branches elsewhere in the Philadelphia Market. Based
on these facts and other information, the Board reaffirms
that Salem County should be included in the Philadelphia
Market and that the Philadelphia Market is the appropriate
local geographic banking market for purposes of analyzing
the competitive effects of this proposal.
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53rd largest depository organization in the Philadel-

HHI for the Philadelphia Market would remain unchanged atAOt‘.$ RN e!Is %ﬂ Resglrgreaﬁull‘!:eté%mgf

One hundred and thirty-two depository institutions would remain i QZfogﬁn 0 Hg Xe% its appropriAOME HE:%?

the market. enera cr|t|<:|ze PNB's level “of servﬁ)g r% its commu-
Market deposit data are as of June 30, 2005, and reflect mergers and Sbfggé? &he b

acquisitions through December 14, 2005. Market share data are based
on calculations that include the deposits of thrift institutions at 50 per-
cent. The Board previously has indicated that thrift institutions have
become, or have the potential to become, significant competitors of
commercial banks. See, e.g., Midwest Financial Group, 75 Federal
Reserve Bulletin 386, 387 (1989); National City Corporation, 70 Fed- 14§ mo tre {{)hraﬁ]c ight Ol%a 2 evglua?on

eral Reserve Bulletin 743, 744 (1984). Thus, the Board regularly has
included thrift deposits in the calculation of market share on a 50 per- eI \é%egarle Sl:/‘;?]mg%lﬁsrrlgm; tE)u Cq fbk‘la?:glﬁh

cent weighted basis. See, e.g., First Hawaiian, Inc., 77 Federal mance, fén (1{?5 0 4 %‘ %
Reserve Bulletin 52, 55 (1991) end footnote) fxcee ins Heh lgﬁdss mos?a lsq%ﬁ Oé 'oénkart petly %rrlr(;nean((:)r
ge

The Department of Justice also has reviewed the pro- evaﬁIS n5|

fac?vel”Of ﬁtlg{;'nf ﬂ'tymos r%cmearg

ess flen a - QD Spmment ca%y criticize
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posal and has advised the Board that it does not believe
that the acquisition would likely have a significantly
adverse effect on competition in any relevant banking
market. The appropriate banking agencies have been
afforded an opportunity to comment and have not objected
to the proposal.

Accordingly, in light of all the facts of record, the Board
concludes that consummation of the proposal would not
have a significantly adverse effect on competition or on the
concentration of resources in any relevant banking market
and that competitive considerations are consistent with
approval of the proposal.

m i35 45t cn}erlt eration i
T Bl R T
on-site evaluatlon of the institution's overall record of
performance under the CRA by its appropriate federal
supervisor(footnote 28 See Interagency Questions and Answers

Regarding Community

Reinvestment, 66 Federal Register 36,620 and 36,639 (2001) end footnote)

PNB received a "satisfactory" rating at its most recent
CRA performance evaluation by the Office of the Comp-
troller of the Currency, as of October 27, 2003 (2003
Evaluation™). HCB also received a "satisfactory" rating at
its most recent CRA performance evaluation by the FDIC,
as of January 11, 2002.

In the 2003 Evaluation, examiners found that PNB
exceeded the standards for satisfactory performance for
lending in its assessment area and demonstrated a good
record of lending to small businesses. Examiners reported



that PNB ranked second out of 243 peer lenders in originat-
ing home mortgage loans and that the bank’s commercial
loan portfolio was substantially composed of loans to small
businesses. Examiners also noted no evidence of illegal
discrimination or other illegal credit practices.

Based on a review of the entire record, and for the
reasons discussed above, the Board concludes that consid-
erations relating to the convenience and needs factor and
the CRA performance records of the relevant depository
institutions are consistent with approval.

Conclusiom

Based on the foregoing and all other facts of record, the
Board has determined that the application should be,
and hereby is,agppoveeiffooinate2shing this conclusion, the
BGR dehussteoritialchelBodrdiwlthatpublicamestingnon iigariog

after the effiective date of this order, unless such period
is extended for good cause by the Board or by the Federal
Reserve Bank of Philadelphia, acting pursuant to delegated
authority.

By order of the Board of Governors, effective Decem-
ber 19, 2005.

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

ROBERT DEV. FRIERSON
Deputty Secvetany of the Board

Appendix

In connection with its application to acquire up to
24.89 percent of HCB, Penn commits that it will not,

dietiva qraposaht Sectiore3wif-tie B HO MR dloesmdet regyiBHie Boadirectly or indirectly:

tadiokda pubtic hppiinghle anappdicatidrhunsathesapppopsiate

suspRIEOCY 1Ay tbonidytfonsdediak tophaceubredeinkesicttimely
vaiitacsesomiperdation of sesriadof e Apptieatiommhendaard has
neideceivethsugivarecommendation framtthe ApPEYRIRIGIEURETViSOry

(1) exercise or attempt to exercise a controlling influ-
ence over the management or policies of HCB or
any of its subsidiaries;

@hl&l[l@ﬂﬁﬁyg Undee imieglatings dike iReart alsatmayidits disgretion, (2) seek or accept representation on the board of direc-

heldip publit meglingPrdearing 9nippapplisation tecarawise g bank if

tors of HCB or any of its subsidiaries;

necEssAnLOI ARRIaPitdeitealati Rofactudliasuenkelatpdiednmapplica- (3) serve, have, or seek to have any representative

tianand 1,0y it anPRRoEBIIBE IIHestiRoNY (R 22R116(e)).
JbeiRearchhes cansidered sarfully &R sdgauespiadigataball the

serve as an officer, agent, or employee of HCB or
any of its subsidiaries;

fastephipgaaednla the/Board's view, HCB has had ample opportunity  (4) take any action that would cause HCB or any of its

to SHRENLAGR YA, 20 11 EastsSwomittecwden Rt bat
theBeatthhascopsidatedgareiisly in akting Ny PRERgSAnEICB's

subsidiaries to become a subsidiary of Penn or any
of its subsidiaries;

gamest failsie d@fﬂg@grq;gdy})ydyriﬁg&cg@aﬁlew&o Retpesentits  (5) acquire or retain shares that would cause the com-

views adequately or why a meeting or hearing otherwise would be
necessary or appropriate. For these reasons, and based on all the facts
of record, the Board has determined that a public meeting or hearing is
not required or warranted in this case. Accordingly, the request for a
public meeting or hearing on the proposal is denied end footnote)

In reaching this 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 applicablestatutes(footnote30HCB

also requested that the Board delay action on the applica-

bined interests of Penn and its subsidiaries, and
their respective officers, directors, and affiliates, to
equal or exceed 25 percent of the outstanding vot-
ing shares of HCB or any of its subsidiaries;

(6) propose a director or slate of directors in opposi-
tion to a nominee or slate of nominees proposed by
the management or board of directors of HCB or
any of its subsidiaries;

(7) solicit or participate in soliciting proxies with
respect to any matter presented to the shareholders

tion until the Banking Department has evaluated the proposal. As
previously noted, the Board has accumulated a significant record in
this case, including reports of examination, confidential supervisory
information, public reports and information, and public comment.
Moreover, the BHC Act and Regulation Y require the Board to act
on proposals submitted under those provisions within certain time
periods. Based on a review of all the facts of record, the Board has
concluded that the record in this case is sufficient to warrant action at
this time and that further delay in considering the proposal is not
necessary. end footnote)The Board's approval (10)
is specifically conditioned on compliance by Penn with the
conditions imposed in this order and all the commitments
made to the Board in connection with the application,
including the commitments discussed in this order, and
receipt of all required regulatory approvals. The conditions
and commitments 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 acquisition of HCB's voting shares shall not be
consummated before the 15th calendar day after the
effective date of this order, or later than three months

of HCB or any of its subsidiaries;
(8) attempt to influence the dividend policies or prac-
tices of HCB or any of its subsidiaries;
(9) attempt to influence the investment, loan, or credit
decisions or policies; pricing of services; personnel
decisions; operations activities (including the loca-
tion of any offices or branches or their hours of
operation, etc.), or any similar activities or deci-
sions of HCB or any of its sulbsidiaries;
dispose or threaten to dispose of shares of HCB or
any of its subsidiaries in any manner as a condition
of specific action or nonaction by HCB or any of
its subsidiaries; or
(11) enter into any other banking or nonbanking transac-
tions with HCB or any of its subsidiaries, except
that Penn may establish and maintain deposit
accounts with depository institution subsidiaries of



HCB, provided that the aggregate balance of all
such accounts does not exceed $500,000 and that
the accounts are maintained on substantially the
same terms as those prevailing for comparable
accounts of persons unaffiliated with HCB or any
of its subsidiaries.

Sky Fimanoiak! Growg, Inc.
Bomlinge Greem, @hio

Order Approving the Acquisition of a Bank

Sky Financial Group, Inc. (*Sky'"), a bank holding com-

pany within the meaning of the Bank Holding Company

Act ("BHC Act”), has requested the Board’s approval
under section 3 of the BHCAAt{foatnatehiizt) BaQls Bank,
$1842 Otrid, Feoinotehtatered savings baeguire Falls Bank,

Sty tiobimfa datepebpuieitd savinapanktiestadtepersons

2 Sky ajgsohasirguested tiaiBeardhsapgvahynsiasisestipn shel

the BHZOABkrpad URegralis Lagsfing S20063)Batk BowdingrGieen
Ohigoarubsidiatysfespecbby Sy that Wilhmengs withskadleBank
(withpplisaBank anthessirvbringentityjeatier sacatvingregwiatony
appravetdremethe redaialdogpesit bisurargeiCoppearation ("FDIC")
and the ORjgyDivisionefafinanitialitnsidtutionstn arsepspatexannliery
tiop1that isinebaukisatio1thiskgrdenkal|ISBARK Viarreauaseia
Board's ppprewmak tapeopnee g statennembenbank, ibsagysnthinerge
with SkycBank(vitf Fells Bankcas thasHniving aelibdiand GResate
Sky Baplsaffiges emhsanebenQfifialds Bapkawsuant, 1oAY

Competitive (Consitiorations

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

ing a proposal that would result in a monopoly or would

be in furtherance of an attempt to monopolize the business

of banking in any relevant banking market. The BHC Act

also prohibits the Board from approving a bank acquisition

that would substantially lessen competition in any relevant

banking rarket unless the anticompetitive effects of the

proposal are clearly outweighed in the public interest by

the probable effect of the propesal in meeting the conve-

nienee and needs of the community t6 besesree(footnote5

12 8k$-6nd EBAZ(BMAX anshipetoai@lectly in the Akron bank-

ingSkyaanst RaksHRANKIeRMReteddibecH ibvibe Adseanlhamke

ngripesiplair@biatfootnatepihrAkranbaniingmrikstissafteed

8 PURIE QOURRY, BXGNIBT record, including the number of

nentpe gities efdvisesdanizerhwinshurdeaithhtedsenang tistown-

shins of SiagameradpitiscNonthiigld Gemipridhwinsing. Riatield, and

Basien: Poragr&ounposxelyding tha rities wighyronigd Stregisboro,

#hManiya apd dBadavipahies of stingmadielaeposhalaisyilig Free-

fiomea0d YMinghametha twnshins @feshaspn domgtydiptisiille,

WastiglichGuitford: aneryVadswesthna Msdina feavalyy dhe awnships

R duranasRIthbake G fruys E_d hritowRshing ok Milton

and hippewieinyawe County, all in Ohio end footnote)
Consummation of {h ep%gab%(ﬁ?fﬂ%%ﬁ@fﬁ@ﬂ!%@ﬁ

FRmRetiue elisets,ol Raciarasal diisinanking,anest

b s alh e TAqls B et iRRIRINY Afgepumber of

competitors that would remain in the market, the relative
shares of total deposits in depository institutions in the
market ("market deposits") controlled by Sky and Falls

thegederabReserve A ctprcksaetion drieh obihecesral ReRASt  samkfootmote 7 Market deposit and share data are as of June 30, 2005, and
Insuraneeif\sbsakydntandsbe chapesitbeynamaioh kals BankdOsBif¥iect merger acquisition activity as of October 27, 2005. The market
P%Kt@@eﬂ%ﬁs’t% headquarters to Salineville, Ohio end foﬂ’igpé%ata also are based on calculations in which the deposits of thrift

Matics ok IE%h@rp@@&@l}argﬁarmg&é@@éwgﬂoﬁﬁiaeas
a&iaﬁp%tuojﬁyo,tpcammﬁgme Mstshasy bespraulisigd
@&.ge%ﬂﬂorﬁe%ﬁf&éfﬁiﬁ
RRYBREISTIAT SR ANT, the BRArG:
ARRHERLIRE ¢ haiargemsﬁsﬁnbﬁg
fastorssl fab, sesion, ok the B
e 5¥er_1w_4t%e
$15.2 bhillion, controls SkyBank(footnote3

$¢tvillion, which

institutions are included at 50 percent. The Board previously has
MCty indicated that thrift institutions have become, or have the potential
16890%0n Eh%éllgéﬁtf%rf fifing to become, significant competitors of commercial banks. See, e.g.,

s40NS r'égottll?&Midwest Financial Group, 75 Federal Reserve Bulletin 386 (1989);
niBadigh 'nof)htil?ﬁ\lational City Corporation, 70 Federal Reserve Bulletin 743 (1984).
Because the deposits of Falls Bank are being acquired by a com-
Qi spesalidatpdsipssets of approximatelyo o) hanking organization, they are included at 100 percent in the
calculation of Sky's post-consummation share of market deposits. See

Sky also controls Sky Trust, National Association, Pepper Pikey o yect Corporation, 78 Federal Reserve Bulletin 452 (1992); First

Ohio(“Sky Trust*), a limited-purpose bank that provides only trust
services end footnote)Salineville, Ohio, with
branches in Ohio, Indiana, Michigan, Pennsylvania, and
West Virginia. Sky is the eighth largest depository organi-
zation in Ohio, controlling deposits of approximately
$8 billion, which represent 4 percent of the total amount
of deposits of insured depository institutions in the state
("statedeposits™)(footnote4Deposit,asset,andrankingdata

are as of June 30, 2005, and

reflect merger and acquisition activity as of October 27, 2005. In this

context, insured depository institutions include commercial banks,
savings banks, and savings associations end footnote)

Falls Bank is the 189th largest insured depository insti-
tution in Ohio, controlling deposits of approximately
$53.8 million, representing less than 1 percent of state
deposits. On consummation of the proposal, Sky would
remain the eighth largest depository organization in Ohio,
controlling deposits of approximately $8.1 billion, which
represent 4 percent of state deposits.

Banks, Inc., 76 Federal Reserve Bulletin 669 (1990) end footnote)
the concentration level of market deposits and the
increase in this level as measured by the Herfindahl-
Hirschman Index ("HHI") under the Department of Justice
Merger Guidelines ("'DOJGuidelines")(footnote8
Under the DOJ Guidelines, a market is considered unconcentrated
if the post-merger HHI is under 1000, moderately concentrated
if the post-merger HHI is between 1000 and 1800, and highly con-
centrated if the post-merger HHI exceeds 1800. The Department
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 charac-
teristics of the market.
Consummation of the proposal would be consistent with
Board precedent and within the thresholds in the DOJ
Guidelines in the Akron banking market. After



consummation, there tivaraldvbelchdencocineréasehénHEH, HHd, 2xhd 24lepository institutions are well capitalized and would
competitors would remain in the bankingrmaakiet(footnote9 remain so on consummation of the proposal.
Sky Oflecaips phetiertlit lafgakdepositanhinstitviiowdd tiieAknon The Board also has considered the managerial resources
marlkettitiortrefitogsdepohitspobpppsrdxdmatedy BBt | Bomrd/hich of the organizations involved and the proposed combined
representbapprioxianatalyo. iperpeapofanarket dbpositdikalis Bank is  organization. The Board has reviewed the examina-
the 21stdprgestdapasitaneisstittidon im tbermasketoaoitroling-tiepost  tion records of Sky and its subsidiary banks and Falls
its of appeadimatehafieg. Amillioniomhidteraprasantidessthakihpergent  Bank, including assessments of their management, risk-
of marks! depesits Angossdsamatiopoyumayldopssaatbaninil  management systems, and operations. In addition, the
langest depostpayéastisutierpivthesmarket, controlling weighted ~ Board has considered its supervisory experiences and those
depositsBifsappseximatly$226.7 willian (wdiBhaiepreseriuappraxit  of the other relevant banking supervisory agencies with the

raaglyidihRersand pfimarkesslepositsonite ikl iviewlchdenraase
BnniRtadeddd8anefosinetsnpetition or on the concentra-
tioh N§f Pepartmaninofhdusticomlsaias dersmwed dharcary
pehitiveeRIaatstfnthe Prerorat. and riuised ihpBeardnthat
aensHaNNGtiR oo, e Brapasahswewenitdlikahe diapea

B iepntyr adyREsare eak RicpompR AighrdRaany relevant
banking market. In addition, the appropriate banking agen-

cies have been afforded an opportunity to comment and

B%ﬁéion a%%?éqs %reco%%a%%%nﬂat

S8l Eagf)s?h@%ﬁ& APR uﬁye “lﬂerﬁhi}%"?o ac&l%%fé

Ef?he e ) amu i ‘ngp‘i%g
F%C %fee aﬁiﬁg ri? b fﬁﬁa‘f %ﬁ’énf]ac%
Sfatng' éﬁﬁﬂé W eaminaton,

ethef §upefv1sefy infermation ff@ﬂ‘i the primary federal
supervisers of the erganizations invelved in the propesal,
publiely repoerted and other finaneial informatien, and
infermation previded by the applieant.

In evaluating financial factors in expansion proposals
by banking organizations, the Board reviews the fiimancial
condition of the organizations involved on both a parent-
only and consolidated basis, as well as the financial condi-
tion of the subsidiary banks and significant nonbanking
operations. In this evaluation, the Board considers a variety
of measures, including capital adeguaey, asset quality, and
earnings perfermance. In assessing finaneial factors, the
Board consistently has considered capital adeguaey to be
especially impertant. The Beard alse evaluates the finan-
cial eendition ef the combined erganization at €onsumMa:
tien, ineluding its eapital pesition, asset guality, and earn-
ings prospeets, and the impaet of the propesed funding ef
the transaetien.

Based on its review of these factors, the Board finds that
Sky has suffiicient fiinancial resources to effect the proposal.
The proposed transaction is structured as a share exchange
and cash purchase. Sky will use existing resources to fund
the cash portion of the transaction. Sky and its subsidiary

organizations and their records of compliance with applica-
ble banking law. Sky and its subsidiary depesitery institu-
tiens and Falls Bank are censidered to be well managed.
The Board alse has eensidered Sky's plans for implement=
ing the prepesal, inelyding the propesed management after
66NSHMMAON.

Based on all the facts of record, the Board has concluded
that considerations relating to the fimancial and manage-
rial resources and future prospects of the organizations
involved in the proposal are consistent with approval, as
are the other supervisory factors under the BHC Act.

Convenieneer and Needs (Consitierations

In acting on a proposal under section 3 of the BHC Act, the
Board also must consider the effects of the proposal 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 Community Reinvestment
Act((CRRA) (footrDiel CIRW. 568293 etreqrnitfientriiahcial
supervisory agencldietdCihBoliegudrassihed tedsssl iipdansial
AupER SoMYeRgensiasiie encaurapedasyrad depasiterynigti-
tusionis tohhehp (meptopersreditoiresienl thirogalicoaTen wid
tieanin opybishoiieyn aRetattie SIRsisiaMloptith cthedesatanand
soUndipReration; andheguiesiiie appsopdetafiederabibivant
aigdoSHBEIVIBRMHu ABENS et riakE It ASCEHNEradIelevams
gepasitenyiknstiutianisikecond1odimeeting- thaereaiidepads
Afcdiheentire MOMMURYhbIHWAIRY 4R Wevalshtgdesata
BeamaodatyNHoposagighborhoods, in evaluating  bank
exgansigna@rapgsatskigatiete1d i §2003rndfatnate)
recbh, BeididashcaRiAepedrorangfitdYevalludhenfastd gl
EﬁCSTé& Behiding tha1&RAy PRI @ maRgfosNal Us) Wk yespfide
af SooBankand f!IsHRK, M&aftgea%%rt%m&ﬁye Bank
n‘H&@%”?nd%mébﬁbdéﬁ{@& IMRHGE cDISE RN ECu e
EMOA") iaeinare Addirdd sréviied By RsaHaqngte)
supervisory infSMAHHNSIAERE ﬂﬁB@i‘é‘Qo‘?ﬁIﬁéﬁP%&%‘i‘vé&%ﬂ
Q‘Qﬁ‘%@&?&x’ﬂ&?{éﬁl%@ﬁ%%d Sky’s record of small

{HE%
regulations, state member banks (othér

than small banks) are subject to reporting requirements for loans with
original amounts of $1 million or less ("small business loans") for
each geography in which the bank originated or purchased a small
business loan. Banks must report the aggregate number and amount of
small business loans in specified origination amount categories and
the aggregate number and amount of small business loans to busi-
nesses with gross annual revenues of $1 million or less (“small
businesses") (12 CFR 228.42) end footnote)

other information provided by Sky, confidential
supervisory information, and public comment received on
the proposal. A commenter criticized Sky's record of small



business lending, alleging that it disproportionately lent to
businesses in middle- and upper-income census tracts and
did not provide enough loans to businesses in the LMI
census tracts. The commenter also alleged, based on 2004
HMDA data, that Sky had low levels of home mortgage
lending to minority borrowers and engaged in disparate
treatment of minority individuals in its home mortgage
operations.

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 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

§upefvi§gf(footnote 14 See Interagency Questions and Answers Rqﬁ@@g@%@

RedresBnant, 66 diederal Registanskp20 and$6,63% (2qAbyend

receky BRIK éoasiverbia bypatiefactaeyal RUSSH Bankast
CrenilaRA - RadbpitorBhik the kederaloResseye 1Banko®f
ClevelrndR A Resaryei&ank”) Fass HaRctaker rekbived0d
(‘20QB G valuatian i{fapinotedsnt CRA performance
Examinrya evpluatet Sy Bapkos Gfi PerfanimanceAmits con-
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Bfg footnote 18

ljap, i, HoaneiRg 38,

Bank’s distribution of loans showed a good penetration
among geographies and customers of different income
levels and among businesses of different revenue sizes.

In the Ohio and the Steubenville-Weirtom MSA assess-
ment areas, examiners concluded that Sky Bank’s lending
activity was good, and they commended the overall geo-
graphic distribution of the bank’s loans. Examiners noted
that Sky Bank's lower levels of HMDA-reportable lending
in low-income census tracts was offset by the bank's strong
lending levels in moderate-income census tracts. Examin-
ers alse took inte censideration programs offered by Sky
Bank in evaluating Sky's flexible lending praetices to
address the eredit needs of LMI individuals and geegra-
phies. These programs ineluded a parthership with the
Federal Heme Lean Bank of CineiRnati {6 inerease heme
awnership appertunities and the supply ef affordabie heus-
ing, partnerships with feur Metrepelitan Heusing Autheri:
ties te originate leans using eenversiens of the U.S. Depart-
fent of Housing and Urban Develepment's seetion 8 rental
subsidies inte mertgage payments, and partnerships with
Fannie Mae and gihers 8 develap the GeedStart Morigage
1363 81 LMI and underserved minRGHEy
Bﬁ§lﬁﬁ Marigage Program provides
198 %Ef&%ﬂ& Hﬁéﬁ&iﬂé and & mere Eeiﬂﬁeﬂﬂ\&% faie and fee
streture than the Federal Housing Adminisiratien 1ean

ripdSky pravidar mers tanddd pul:
Rousehalds I heGaodSiart Mervage
Eéﬁ%ﬂaﬁigéogm%aé uate overall record of servmg the
crolfitthdeanest éﬂlﬁ‘fybﬁﬁﬁésﬁe%m%id%ﬁ depding, Rl

utipgihe yaluation
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9385 I0aNtia0d small pisingssloags wias anyatvel 2HAL: drgiah |nS§]§l e I|le Censts ta (f‘(fs1 Iff e ﬁ\ i{ass%s%men?
December 31, 2002. The evaluation period for community devg R i In[(}ia ana ané) esta\g%ﬁﬁlaeasegveﬂds its'lending SRlfiRots
+mentloans-and the investment and services tests was August 7200fd,y, york, both states where the bank has no assessment areas.
through October 14, 2003. Sky Trust, a special-purpose bank, i§jQ0tgank asserted that only a very small portion of the small busi-
subject to the CRA (12 CFR 225.11(3)) end footnote) ness loans it closed in 2004 were outside the five core states in its

L L _ Falls Bank also received a  aqqessmentareasendfootnote)madeby the bank in LMI census
satisfactory” rating at its most recent CRA performance (1505 in some parts of its primary assessment areas was

evaluation by the FDIC, as of June 1,2001(footnote16 less than the percentage of the aggregate of all lenders
The evaluation period for Falls Bank's CRA performance was ("aggregate lenders"), it exceeded that of the aggregate

from July 1, 1999, through January 24, 2001. Falls Bank's CRA lenders in other parts of its primary assessment areas
performance was evaluated according to the FDIC's small-bank per- (footnote 20 The lending data of the aggregate

formance standards (12 CFR 345.26) end footnote) After con-

summation of the proposed series of transactions, Sky wilf, o

implement in the resulting institution the community devel-
opment strategy, including products, services, outreach,
and initiatives, that is currently in place at Sky Bank.

In its 2003 CRA Evaluation, Sky Bank received a "high
satisfactory" rating under the lending test. Examiners
reported that the majority of Sky's lending was inside its

lenders represent the cumula-

lending for all financial institutions subject to reporting require-

ments in a particular area end footnote)For
example, in Sky Bank's multistate Steubenville-Weirton
MSA assessment area, although Sky Bank's percentage of
small business lending in low-income census tracts was
less than that of the aggregate lenders, Sky Bank's percent-

assessment areas and that Sky Bank's lending levels
reflected good responsiveness to the credit needs of its
communities(footnote 17 The commenter noted that

Sky originated mortgages in various
states outside its assessment areas in 2004. HMDA data from 2004
indicate that the majority of Sky's HMDA-reportable loans were
generated in its assessment areas. SKy has represented that it does not
actively lend outside its five core states of Ohio, Pennsylvania, Michi-
gan, West Virginia, and Indiana, and that the loans made outside those
states arenmmarsdhvfoonartawnet:oncunied xyrmnbifanbedhotisithaSkyv



age of small business loans in moderate-income census
tracts exceeded the percentage for the aggregate lenders. In
the Youngstown-Wartem MSA, examiners found the geo-
graphic distribution of the bank’s small business loans to
be “excellent,” with its percentage of small business lend-
ing in LMI geographies exceeding the percentage for the
aggregateleagges¢footnote21

Ahtheuphihe hankssmalhhusisesadanging] imEdhaansus

Pittsburgh MSAs. Examiners also commended the bank for
providing a relatively high percentage of community devel-
opment services throughout its assessment areas that pro-
moted or facilitated affordable housing, services, and eco-
nornic development in LMI areas and for LMI individuals.

B. HMDA and Fair Lending Record

irRais inkifs Bsaessmentareaiinihe TietedodMSAwasmless than that of
$he-aggregaty benders, BxamingRss.Nated competikve fetors AfigCtHithd has considered carefully Sky’s lending record

ibpdoank's pestarmante andcensidered it tpdeadeguats end JOQUANBHA data in light of public comment about its

thel BarRoarehthasdalsar congidaced  aggiiionahsinfREMIaoR
aboifsi ks Ban i MBoahkRy$Haess ihetrng waer fifeance
sHERaB12083He RAdrdavpduatinn: hieaddedafeRAndata
FRReKadEN, Sy Baptesinichtacht tsaty tiameraentageoof
heeBanicn fctall Johlabyaimeulingfi BRatheRusAIessinleaas
tRHRYSIRESAES) okMDoeNgUSGRESs IR QBjPWas ReRRiRHY
AUTRAADIE {9 thentsicertagindahale (39gregRts dandals

RuihersmoRes Shthegpresansedidhat SSKyB@l@tS peSERRS
gﬁ?it ?Qhéiﬁcﬁleé/ ?ﬁre@&f@ﬁn@&{/%ﬁfﬂéﬁ% Q}Hﬁgri’n
Bkdo

record of lending to minorities. The commenter expressed
concern, based on 2004 HMDA data, that Sky dispropor-
tionately excluded or denied applications by African-
American and Hispanic applicants for HMDA-reportable
loans. The commenter also expressed concern that the
2004 HMDA data indicated that Sky made higher-cost
loans to African Americans more frequently than nenmi-

norities in its overall business and in Ohie iA partieular(footnote
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example, examiners found the bank's investment perfor-
qualified investments in the state that totaled approxi-
mately $29.4 million.

Sky Bank also received an overall "high satisfactory"
Examiners reported that Sky Bank's retail delivery systems
were accessible to essentially all portions of its assessment
areas and that the bank's new branches improved accessi-

communlt
Wr?ggra%gs%lq}gs IhERteRi iy A5 BGARMR
mance in Ohio to be "outstanding" based on the bank's
rating under the service test in the 2003 CRA Evaluation.
bility in LMI geographies in the Youngstown-Warren and
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limitations that make them an inadequate basis, absent
other information, for concluding that an institution has
engaged in illegal lending discrimination.

The Board is nevertheless concerned when HMDA data
for an institution indicate disparities in lending and believes
that all banks are obligated to ensure that their lending
practices are based on criteria that ensure not only safe and
sound lending but also equal access to credit by credit-
worthy applicants regardless of their race. Because of the
limitations of HMDA data, the Board has considered these
data carefully and taken into account other information,
including examination reports that provide on-site evalua-
tions of compliance by Sky Bank with fair lending laws.



In the fair lending review conducted in conjunction with
the 2003 CRA Evaluation, examiners noted no substantive
violations of applicable fair lending laws by Sky Bank. As
the primary federal supetvisor of Sky Bank, the Board will
continue to carefully examine the bank’s compliance with
fair lending and other consumer protection laws.

The record also indicates that Sky has taken steps to
ensure compliance with fair lending laws and other con-
sumer protection laws. Sky represented that it undertakes
significant monitoring of compliance in its mortgage lend-
ing operations using a wide variety of audit and review
mechanisms, including file reviews, statistical analyses,
and exception reviews. Furthermore, Sky Bank's mortgage
products are conventional, conforming produets such as
these offered by government-sponsored enterprises that
cenferin te secondary-market Underwriting guidelines. Sky
Bank's mortgage pregram offers risk-priced procedures
eensistent with these guidelines, and it Wses auiemated
seftware for Underwiiting and prieing mertgage leans. The
Bank dees net effer any nenprime er “Alt=A" mertgage
lean preduets sther than these effered threugh programs ef
gevernment- spensered ntsrprises:

The Board also notes that SKy has typically acquired
rural community banks and has only recently entered into
certain urban areas with significant minority populations.
Sky has undertaken initiatives since entering those markets
to enhance its outreach and loan distribution to minorities
in urban areas. These initiatives have included hiring com-
munity mortgage originators and community development
officers, marketing in local minority-focused media, and
develeping Spanish-language marketing materials.

The Board also has considered the HMDA data in light
of other information, including the programs described
above and the overall performance records of Sky Bank
and of Falls Bank under the CRA. These established efforts
demonstrate that the institutions are active in helping to
meet the credit needs of their entire communities.

Conclusiom on CRA Pevformances ‘Records

The Board has carefully considered all the facts of record,
including reports of evaluation of the CRA performance
records of the institutions involved, information provided
by Sky, comments received on the proposal, and confi-
dential supervisory information. The Board notes that the
proposal would expand the availability and array of bank-
ing produets and services to the customers of Falls Bank,
ineluding access to expanded branch and ATM networks.
Based on a review of the entire record, and for the reasons
discussed above, the Board coneludes that considerations
relating te the convenienee and needs facter and the CRA
perfermanee recerds of the relevant depesitery institutions
are eonsistent with approval.

Conclusiom
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 BHCAAt(foothibte25
BeeotdimapiercreqliestgeetificiidBoandhidd edpohlio heptiageer
yeéting witthelpreposidtiSestiondeédhinBhiE Actdoaadahrequire
¢herBorrddatholdaiputilictieaBogron ian applicatiom uwiess the
applepriata. sHperviggoysastbonitysfac doy ofthe badksdadaretquired
coakesiatinedy aveitidgadiecemmendatiamafienialiafibseapphication.
whiriBoapy has:nBloraeeined sueleatreeominendatindirgss amyisupervi-
getysauthpetyid nder its sulgs, the Boardafseomayinipitscdisgretion,
ﬁwfgd aﬂu&lkp@jlﬁegng;qahgaring on an application to acquire a bank
if TReeRgHIsBaaring i Daeessan Pr appreprigisiausiatifycfactual
esuns related ta theapplicatipn and (0PWYEE 28 aRROBENH) for
Seskimany il Girth 2B5eE6{ahh (hReaRearthbasranside g easefully
{hes coreneniaesdaaesisdn g ek adhtheifasisfoealiskdhihe
{Bearstsayiews thePrRleRas BaghRMBIeiARPPHHRIY torsuRBN com-
Saeats antbegipyoposal and, in fact, the commenter has submitted
wiggien casrentadhebihel BratdRas-rensidered Gatefiully dnacting
98:thg prppssal. The commenter's request fails to demonstrate why
its written comments do not present its views adequately or why a
meefiing & earingoathenvyisevarlchbs.nesessaryananpprensiate. For
dbeseneasonrs nardiiasedien, and Kohn.

all the facts of record, the Board has

determined that a public hearing or ROBERT DEV. FRIERSON
meeting is not required or warDeputy Secretary of the Board
ranted in this case. Accordingly,

the request for a public hearing or

O ihpRIABESRIGroup LP,
2 Acgpisiticon Gi

Litd., footnote) The
R AR PSHoE W LP, _
Treetopss Aquisitiaon Grouwp ITCRRflitioned on compliance
B ShYCHR a5t Oymam Iitands
imposed in this order and the
BRI Bo oMty 900 Truss A through G
Board in connection with the

Quelter;, Qanad

application. For purposes

Cam-Disoant!, Lid of this action, the conditions and
.t > "

e

@ﬁ@ﬁm‘?ﬂ d&%&ﬂfﬁ Iitzmd
’ o besconditions imposed in
Ufﬁé?gA%rmngoﬁ{g EBrmation of Bank Holdin

Companies and AcquisitiSBngfg'ﬁﬁle’ ith its fingings and
decision herein and, as such,

may be enforced in proceed-
ings under applicable law.
The proposed transaction
may not be consummated
before the 15th 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 Reserve Bank,
acting pursuant to dele-
gated authority.
By order of the Board of
Governors, effective Novem-
ber 14, 2005.
Voting for this action: Chairman

Greenspan, Vice Chairman Fergu-

son, and Governors Bies, Olson, and Kohn.
RgBERT DEV, FRIERSO
Deputy Secretary of the Boar



Treetops Acquisition Group LP (“Tieetops LP’"), Treetops resources, risk-management systems, and compliance
Acquisition Group Ltd. (“Treetops Ltd.”), Treetops Acqui- efforts and programs of IDBNY, including those involving
sition Group II LP (“Treetops II LP""), Treetops Acquisi- Bank Secrecy Act/anti-money-laundering (*BSA/AML™)
tion Group II Ltd. (“Treetops II Ltd.”), Edgar M. Bronf- compliance. The Board also has consulted with the Israeli
man IDB Trusts A through G (“EMB IDB Trusts"), Supervisor of Banks regarding the structure, fimancing, and
and Cam-Discount, Ltd. (“Cam-Discount™) (collectively,  timing of the proposal. The Board has taken account of
“Applicants™) have requested the Board's approval under  the fact that this proposal represents the privatization of a
section 3 of the Bank Holding CompanyAsi{footn®eIC  foreign bank after an extensive bidding process conducted
2056 p3dznendfartn@R)(iBHGmpanies, acquire up to by a foreign government. The Board has alse considered
Actphrterhesonte banknholtings compaaigsDaseire WardR  the tife schedule imposed on this transaetien by the priva-
PAdpemanp el theragtigersmares of rlsieied DiseRuaBank  tization proeess in Israel and by the purchase contract
bigk hellamivcdsipeltyl BBRLGFfapEneZning of the BHC  between the state of Israel and Applieants, whieh contern-
Abe stata ok lpined cumerslywiRsRl persentaf BaniebToNew  plates eampletion of the privatization during 2008.
Shateg of PBIYIrougadv- lybieldings; therkemaining outstanding
shatesiate BHbtiely Feaslsshon dhe ahAvivstagkExehangs. 4n 2004,
Mporaldigossstablishad arfasmaldidsingpreeesy forprivatizing a
Reigion phusMINership) interRstiméQBr firestons ke Tirggtops Finamcial], Mamagerial/, and Supevvisary (Consitierations
Lhovrete thegupsessiuhbidders iBdheiaEaization praressand on
Eﬁgrﬂﬁ%@ﬂﬁﬁ@ﬁtst%é@@e@fi@rﬁ NégTeRkiniR. A%t aakee st Withsection 3 of the BHC Act requires the Board to consider
thesenplicantsiqrehafrexeantpiineahares:al LORMRiaAPPi- the financial and managerial resources and future prospects
fansangttg ?@ifﬁﬁaﬁ?f“ﬁ@@ts’o@ﬂﬁ?ﬂ%t%‘tﬂiﬁ%aﬁ"f‘ég&?onalof the companies and depository institutions involved in
BRigiee s GhPRE SharRsIsEiestons R ek TrRetol Ldrfould the proposal and certain other supervisory factors. The
QU8R AN9ARETGAM. ERRESH GO WRINBRUCENS  Board has considered carefully these factors in light of all
RECPRSEH S0t/ IMMESINGPL IR J5BrIaRR 11 ¢ BresiABs ! LiGhe facts of record, including confidential reports of exami-
Aol Riness ah Lealepsk W Tragionsl L PndaRRastivelyation, other supervisory information received from the
The Seyay B B, ﬁH%R?r%%FB@g&@ﬁér REEGEMQsthS 1HRIed jnternational, federal, and state banking supervisors of
PAIFR&ISH{R literests of Treetops LP and owns the same percentade ffe grganizations involved, publicly reported and other
theryQting a7es o L RPN i G- Rispovotis e, aniishare- financiall infermation, and infermation provided by the
lpldpof Treetons thid A8 a fgsult AR Faummatian 4fdng Applicants.
95?1%%??1&-55686‘&9&1"%&'— RREPS ALk Ps Lieeiansiidy FIE 1S Il Lt "In evaluating the fiimancial factors in proposals involving
M l%ﬁm‘%t cFMcBFJ%rH s woul alf & fered he formation of new bank holding companies, the Board
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bank—hoteing company within the meaning of the BHC
ég:i( ?ﬂ?Daéilu\';f) C?\?;\rsIY(grQSEzLVID\;ZCrEE’fgggﬁ?ek of New prospects, and the impact of the proposed funding of the
3 IDB is a foreign bank within the meaning of the International tfagzs)alflt\}?‘, 1 italized and d .

Bank Act ("IBA") (12 U.S.C. §3101(7). IDB indirectly holds all the ﬁls Wef thcaplalze lan d“t’ﬁu r‘?tmlf’“ln S‘l’ "?

shares of IDBNY through a wholly owned subsidiary bank holding consummation ol the proposal, and the capital Ievels 0

company, Discount Bancorp, Inc., Wilmington, Delaware end foot#&%lg"gmd cc')nténue dto ﬂejxcged lﬂg’ rr'unllt;mm Levlgls ;h at
Notice of the proposal, affording interested persons an wo ¢ required under the Basel Capital Accord. Further-

opportunity to comment, has been published (70 Federal more, IDB’s capital levels are con_sidered equivalent_ to
Rzgister 2)(;,373 (2005)). The time fgr filing coEnments has the ea_plta_l levels that would b_e required of a U.S. ba_,ﬁkiﬁg
expired, and the Board has considered the applications ef_gamzation and would remain so aﬂef consurmmation of
and all comments received in light of the factors set forth this proposal. The pf@_p@sed transaction W@ulf_i be funded
in section 3 of the BHC Act. IDB, with total consolidated ff@ﬁfl ._CESH and promissory notes, and _Appllcaﬁts have
assets of approximately $33 billion, is the third largest §ufﬁl@1|@_@t fesources o effeet the transaction as proposed,
banking organization in Israel. IDBNY is the 79th largest In addition, APPU@@M@.H@V@ f@?f%@m@@ that they were
depository organization in the United States, with total U.S. f@_fﬁi@d solely 1o _h@ld Fmﬁ. investrent in IDE. and that they
assets of $8.7 billion. It controls approximately $3.5 billion  Will A6t engage in activities ether than helding the shares

in deposits, which represents less than 1 percent of the total of IDB.
amount of deposits of insured depository institutions in the The Board also has considered the managerial resources
UnitedStates(footnote4 of IDB and IDBNY and the effect of the proposal on these
Worldwide asset and ranking data are as of December 31, 2004,  fesources. In reviewing the proposal, the Board has
U.S. asset and deposit data are as of September 30, 2004, and natioassembled and considered a broad and detailed record that
ranking is as of June 30, 2004. The data and rankings are adjusted to includes the supervisory experience of the other relevant
reflect exchange rates then in effect end footnote) banking supervisory agencies with the organizations and
In considering the factors required to be reviewed under their records of compliance with applicable banking laws.

the BHC Act in this case, the Board has had extensive  yq gartioylar, the Board has reviewed the assessments of
consultations with the New York State Banking Depart-

ment ("NYSBD") and the Federal Deposit Insurance Cor-
poration ("FDIC"), the primary supervisors of IDBNY,
about this proposal and the financial and managerial

Fa(%tgegt depository institutions. The Board also evaluates
the financial condition of the pro forma organization,
including its capital position, asset quality, and earnings



the organizations’ management and risk-management sys-
tems by the FDIC and the NYSBD, the primary regulators

unless the bank is “subject to comprehensive supervision
or regulation on a consolidated basis by the appropriate
of IDBNY. In addition, the Board has reviewed confiden- authorities in the bank’s homecouvatnyy(footfiateRupervisor

tial supervisory information on the amfi-money-laundering  12fUBS1{ks§ W84 (w)43) Bhe Bhaiek iRegllapiaryi¥idhel Baardfutes

programs at IDB and IDBNY, including the assessment of the Btankacds BnnneriatathéniiRagulatioadditadletef nisneskinbtie g

those programs by the relevant federal supervisory ageioreign havlkdsispdjoss td heriotiddtadshproe cawiirysupeniisidninSes

cles, state banking agencies, and the Bank ofl$saet{footnottd CFRZA% 8@ (4hRegilatiBHE provigesihanhg fdeeignibepdatitt
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proposed transaction, and neither agency objected to the

Based on these and all other facts of record, the Board
has concluded that considerations relating to the financial
and managerial resources and future prospects of the orga-
nizations involved in the proposal are consistent with
approval, as are the other supervisory factors under the
BHC Act.

Section 3 of the BHC Act also provides that the Board
may not approve an application involving a foreign bank

e compliance
oty 12 %g%é’fé A DA i
Feviawed the resatP%ilons on disclosure in the relevantjurls
dictions in which the Applicants and IDB operate and has
communicated with relevant government authorities con-
cerning access to information. In addition, the Applicants
have-committed to make available to the Board such infor-
mation on the operations of IDB and its affiliates that the
Board deems necessary to determine and enforce compli-
ance with the BHC Act, the IBA, and other applicable
federal law. The Applicants also have committed to coop-
erate with the Board to obtain any waivers or exemptions
that may be necessary to enable IDB and its affiliates to
make such information available to the Board. In light of
the Board's review of the restrictions on disclosure and
these commitments, the Board concludes that the Appli-
cants have provided adequate assurances of access to any
appropriate information the Board may request. Based on
these and all other facts of record, the Board has concluded
that the supervisory factors it is required to consider are
consistent with approval.

m%oaréh?reﬁ%oag'a end footnote)



See InteraeeneyQuestionsanek A

Competitise (Consilierations

Section 3 of the BHC Act prohibits the Board from approv-
ing a proposal that would result in a monopoly or would
be in furtherance of an attempt to monopolize the business
of banking in any relevant banking market. Section 3 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 are clearly out-
weighed in the publie interest by the probable effect of the
propesal in meeting the convenience and needs of the
community to besesmeg(footnotell

1214:$ roB ke 246111 ensh fp @RS mation of new bank
holtfi PEeRApahivyy owspl Ridhtsharéormatien st Bevarhaek
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BNSILTRE (80RS (el Red1 O QR A hEEBBSIA o HBRELE ORssdA
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ROMRFUHIRR ATt WA ikf SONGERURLAR @hPRBKING PSSR
qapitrlevaBtBaRkinG (atkelpjyd thiat competitive con-

siderations are consistent with approval.

Convenieneer and Needs (Considerations

In acting on this proposal, the Board also is required to
consider the effects of the transaction on the convenience
and needs of the communities to be served and to take
into account the records of the relevant insured deposi-
tory institutions under the Comraunity Reinvestment Act
("“CRA™)(footn el @ilid ) Snbos§ 2004 ICRye peifetnatie
evaluation isAd pastitutiams impsiraeenicaRAepeiitarmance
eppliciionnis proasisuladyatinpoitantprepsiteratiale il gl
applicationguiiosessf BRCAwsEinitidaneserisla relrsadleds
pBradieneMadiatinier ofhdh€RDSLIBYLIOR' SappiespH atecarderaf
peptarmaice under the CRA by its appropriate federal
sugeY BEfaaAotdR3idered carefully the convenience and
] SRegarding Communty
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and needs factor, including the CRA performance record of
IDBNY, are consistent with approval.

Conclusiem

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 and other
applicable statutes. The Board's approval is specifically
conditioned on compliance by the Applicants with the
conditions impesed in this order; the compitments rade to
the Board in conneetion with the applications, including
commitments made by IDB; and receipt of all other regula-
tery approvals, ineluding apprevals by the NYSBD and the
Israeli Superviser of Banks. Fer purpeses ef this aetien,
these conditiens and cormmitments are deemed te be eondi-
tiens impesed in writing By the Beard in eenneetien with
its findings and deeisien and, as sueh, may be enfereed in
proeeedings under applicable jaw.

The proposed transaction may not be consummated
before the 15th 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 New York,
acting pursuant to delegated authority.

By order of the Board of Governors, effective Decem-
ber 16, 2005.

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

ROBERT DEV. FRIERSON
Deputty Secvetany of the Board
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Order Approving the Acquisition of a Bank Holding
Company

Zions Bancorporation (“Zions™), a fiimancial holding com-
pany within the meaning of the Bank Holding Company
Act ("BHC Act”), has requested the Board’s approval
under section 3 of the BHC Act(faptrofigire Amegy Bancor-
Ppd2iticn Clik1 84 2ene fgotnetaddts sabsidierAmedy, Banegs
PoidtioNadiond]' Axsegyiatiand (its sobsidiBynkank, bdhegy
BamkstoNNalienad Association ("Amegy Bank"), both of
HavsteseTeras{Eoptoptsdl, affording interested persons an
i wdd aeEtHite Anegynkolding RelavwarsiitRed

pEOVARERARP Al SPRYSER IR 1S.RmyniRY hahy LREMHImington, Delaware, a bank holding company through which
Serves. Amegy owns-Amegy Bank. Zions intends to operate Amegy Bank as

—Based—en- these and all the facts of record, the Board
concludes that considerations relating to the convenience

a subsidiary bank after consummation of the proposal end footnote)

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published



(70 Fedevall Registen 53,361 (2005)). The time for filing
comments has expired, and the Board has considered the
application and all comments received in light of the
factors set forth in section 3 of the BHC Act.

Zions, with total consolidated assets of @pproximately
$32.9 billion, is the 44th largest depository organization in
the United States, controlling deposits of approximately
$24.8 billion, which represent less than 1 percent of the
total amount of deposits of insured depository institutions
in the UnitedSSateedfodtinatedMesates subsidiary depository
fspositoandinational ranking siata waas oftdune $6,3005.

Resatianoatidaal dankiagdatbaradinsed aedatahassets repQitreh by
bank beldingriompanias om s ansopdatassinanated-Statementgday;
BRIk Aielding Companies and by thrift institutions on Thrift g

RepardsyDeposit datadieflect.toa taakobthegepasiiaseporteq,
i hebnGansoligyl
Beporté

QUIAMIZALIONIS bAsUreehdRpasitaly Instititie
RepertsafiGanditiepane hcappesinhhely knangial)
On consummation of ZIRNHRAKEILES BUOSIIRONIIE PRI
instiBRiANSar st @BpoGaIHO B ganYY2EBI Ao Nih A UZRRRI
Nevada.vivay dMaxiesnavldaiegonsand enoagss:-xinuinery

of all the facts of record, the Board is permitted to approve
the prepesal under seetien 3(e) of the BHC Ast.

Competitive (Consitiorations

Section 3 of the BHC Act prohibits the Board from approv-
ing a proposal that would result in a monopoly or would be
in furtherance of an 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-
at would substantially lessen competition in any
nt banking rharket unless the Board finds that the
titive effects of the proposal clearly are out-
Nn the publie interest by the probable effect of the
al in meeting the convenienee and needs of the
e served.
Zions and Amegy do not compete directly in any rele-
vant bankingnmasket{fodinstd83A 15 GBS IBAR(ON Lycord, the
Board has concluded (Dnae comsnentandsserted that phepomi
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end footnote)and ~ Amegy is located inTexas(footnote6
For purposes of section 3(d), the Board considers a bank to be
located in the states in which the bank is chartered or headquartered or
operates a branch (12 U.S.C. §81841(0)(4)-(7), and 1842(d)(1)(A)
and (d)(2)(B)). end footnote)
Based on a review of all the facts of record, including
a review of relevant state statutes, the Board finds that
all conditions for an interstate acquisition enumerated in
section 3(d) of the BHC Act are met in this case(footnote
712U.S.C. 88 1842(d)(1)(A3 (B) and 1842(d)(§2)(Ad) $
adequately capltallzed and a equately manage

institutions in the United States and less than 30 percent oft
amount of deposits of insured de (JJ
other requirements of section 3(d) of the BHC Act would be
consummation of the proposal. Iinstitutions in the
United States and less than 30 percent of the total
amount of deposits of insured depository institutions in Texas. All
other requirements of section 3(d) of the BHC Act would be met on
consummation of the proposal. end footnote)in light
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Finamcial], Mamageniad], and Supevvisary (Consitlerations

management systems, and operations(foolnoteldition, the
BbArddmsnentsyi deitéci2ed djonsd sefstioqsbipsovith amnd those

Section 3 of the BHC Act requires the Board tnalfilsatiet pawndhie asthatheicnaffibiatéd mouupsditicoa) prgaddess ofifindne
the fimancial and managerial resources and future prospecial servigesnixadgenaral thafiier cthests mfSinesgss ate d ioenksethpyithe
of the companies and depository institutions involvedstates witdee theykiperatewndéfessibjéatierapplinablestate Jawsidiang
the proposal and certain other supervisory factors. Thetated thgicaithsr ihsanAimegyifocunesi dermanketisguastidihaendees
Board has considered these factors in light of all the fact® suciThenRraghitionabpimddessexkapidayparsos hyraderroratkeping
of record, including confidential reports of examination, to smdhbitginBesps@ensidl hncdiensgepressripd dbat meithgicihaat
other supervisory information frem the primary federalAmegpelaysmviyrioletionhe lending practices or credit-review pro-

supervisors of the organizations invelved in the proposal,
publiely reperted and other finaneial information, inferma-
tion provided by Ziens, and public comments received on
the prepesal.

In evaluating financial factors in expansion proposals
by banking organizations, the Board reviews the fiimancial
condition of the organizations involved on both a parent-
only and consolidated basis, as well as the fimancial condi-
tion of the subsidiary banks and significant nonbanking
operations. In this evaluation, the Board considers a variety
of measures, including capital adequacy, asset quality, and
earnings performance. In assessing financial factors, the
Board consistently has considered capital adeguaey to be
espeeially important. The Beard alse evaluates the finan-
cial eendition ef the combined erganization at €onsumMa-
tien, ineluding its capital pesition, asset guality, and earn=
ings prespeets, and the impaet of the propesed funding ef
thetransastigpfootnotel0
TwR coMBaNtareuesisned whethalhAonsaulddaahas itsat
priigsterh 60staviBgs framHgipreposabeanthopere these pro-

cesBessedf swalll finvsand dogmaiedinincludingaddisieinwtog
Bracdhasernpsidlereds (BUIBDASO OBYNRISNGRR 2Dd dfRse
afishe athairalevanhbanking isupsfdisatyhagericies oyt tbe
R MO RS Sk EgIbFears dsr o omp N ea witheariligse
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depesitaryyingtitsHiansieteBideredcto be well managed.
The Board also has considered Zions's plans for imple-
menting the proposal, including the proposed management
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treatment of minority individuals in their respective home
mortgage lending operations.

and each of its subsidiary banks and Amegy Bank are well
capitalized and would remain so on consummation of the
proposal(Tootnote 11

A commenter objected to the levels of compensation provided

by employment agreements between Zions and six executive officers

of Amegy. The Board notes that information about these agreements

was provided to Amegy shareholders before the October 11 special

meeting at which the Amegy shareholders approved the organiza-

tion's acquisition by Zions. As noted, Zions and Amegy would remain
well capitalized on consummation of the proposal. end footnote)

The Board also has considered the managerial resources

of the organizations involved and the proposed com-

bined organization. The Board has reviewed the exam-

ination records of Zions, Amegy, and their subsidiary

banks, including assessments of their management, risk-




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 supetvisors 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
superviser(footnote 16

See Interageney QuesHans andanRsWelikRegaring camiuRiL
&Rgiovestment (6fikadgral Begister 361626 and 86.£39 (2001 xAl

Examiners reported that CB&T’s qualified investments,
grants, and donations, which totaled more than $77 mil-
lion, demonstrated excellent responsiveness to the credit
and community economic development needs of the bank’s
assessment areas. In addition, they commended CB&T"s
leadership role in providing community development ser-
vices and noted that CB&T's service delivery systems
were accessible to all geographies, including LMI areas,
and to individuals of different income levels.

CRA Performancee of 'Amegy. As noted above, Amegy
Bank received an overall “outstanding” rating for CRA
performance in its most recent CRA performance evalua-

tion by theGBO(footAated? Bank received “outstanding”
ﬁ%élﬂ&ﬂ@fﬁhﬂi@ﬁdm dheraridingstesttascdanuary 1, 1988

Saf DRSS, | TaRTHHRSIATERE bank résciveasaicdolsiigial - throughteceriben 3ho2062: exaepicfarcomsmunity development
ﬁ@gmlzi&nglﬁt isatfRrniRe BARA Serfdftiincd & B&aliodoans. ThxavialuationeperiadifaiaommupityBisielopmentliopnsdng

@'%@%ﬁ'@@g@ﬁ@%@ﬁiﬁ%e Corporation (“FDIC"),
Assf Hing,30320!
total Wepesifs of ginssahe subsiciany swes

fesitha-invastmentard sendse. taisyvasiviay 1909 diRreikgh
b5 CB &L acspisnteabionidR Snarcenti of thedvayran2003ait theiis pf tiee Avaluation the barkpiad anag
ratings a@ssesssaent ared that encanopassed the graatelchiousian meticpolitae

firpesitpinsitanRendfoginetahtiebant faerived Afeytstangren et fontnote) MTegsrrovwiaRk Tgcai@ionustandings

B‘zﬁlkr?éﬁlﬁ\@d'tér{méhf%%{&ggqpﬁﬁﬁfg’rﬁ%f?%‘é@'i’@é&ﬁ
?gﬁ%?fﬁ!ld@ép@@ﬂuﬁﬁéﬂﬁa%et@@ﬁ{é@% {hdBYmp-
A REIIUAY SualiRy ZH00¥TOYerssubsiiyy shass3all
Zﬁ%"dé’%@'f@ﬁfes&&'ﬂé&a Gt 1ﬁfen&§t'§f?’ﬁ{£’i¥alﬁaﬁéﬂ%§{g
195 VAR G5 CRARECERmANRRGI LHigs
Cﬂ‘e@w})&s e PostIecRut GRATraNgS é@@?ﬁ
RIPEIved AHRNAIRY “ou %ln %Qm f&)(@l@]@ W
Rankdsaqetranc: 9%%%5[’}%% iR é”l‘f&%ﬂ}?éé £eaeht
GRA PeEfRIgIARGSSVALAUAN I [ OTTIeROf dentgmins

Kedtaas tudeA theoke gk andibMestmantJessaaRded shigh
patiafasiesywdati®UngRl thetsesvierrigfinity development
lerfeXaRNIRPF e PRIEEE Ehat oM e8dh BeRK sraNesall derdbrg
REHIREMARGAIVASI&SEHERenENe Yo Tatindrébnt dhel bstiihy-
HAY Qfcthadankist 1pRBIDYINAXNS JAKeL OfsG8AGHRINY a VRS
pRashand hatdte sonieaasdeasiag VRmeRSHAtad adeduate
flistibytiomatficMhvEORERESS wHiCRAGHRY SRR
statedifhah AMegY uRaek:su SR iR, o daansdovemall
BYSiNessesi vas H06 AREthat VIS CRAMUERAARYGLORMEN

HEHEE 08 G FHMHENEYG GRS thst@S OF May 5, 2003(footnotgpdingy, which (iRisdvinere BENn8damillions demens
19 At Hime of 0 Pe ey ﬂatlﬂatﬁﬁkegalﬁﬁ%w&% NaMEdSeUn:  platedoe el Bk esRADSYERRSRAR S Aiedit Rds Sl
loans B ogjatonend fooinale)  Rityrlvel apmGRk needs of the bank’s assessment area.

Biesteankd nlcof L exas, National
éﬁ%&%hﬁnfe&é%@ sﬁcﬁﬁ 5 TUE0A%4a MAlntaln ATE9Y EXEEEH%%?ASMQM@W%@?@%&Wsf&w&% exsrllens
S Q05U g}gts'%le ;. jpd gié%n?;M%@;@s%ﬁ?%‘%ﬁ%egﬁ@%l&tﬁmtm%rc’ﬁvm@

) V& 4 prliaRdURiNg 405 AL AURD PRRIOF, And-SISRsINE Hse

an CXCCQ el’lrtorman e H 11 fill’leé ery

receive e&ntha'\:( &1°U Stending fa“”oqn?q %/]gc‘ié)velci - BEAE’EOX%%’&% CRMRES YRS UTRNS. EXAONDER tale]

AN mos LS SRR W&%&ﬁxsﬁy 105, PATK (MATE, SXEPOIVE: Us8 OfAP ORIV, 2] el
Qf@qomf&a%%léhﬁguﬁﬂp ortethosma hRusissRss, ARd

ARIROUING:s.

tlon(footho eev uatl nperlod
&0 fopment;% %oans Surlng g*e v&) 130d Ex? 88
0 Examln rs noted that Amegy Bank's service delivery

throﬂrg]é)evg eenqbt(kelefslf)a%& (-','XCE‘I[)]tn{l r COTH I’tl rIllltll?e\/%é S

men
ir S to erv the cie Peg ? ats €S men(}
uation period or community development Toans an

loans. systems were accessible to all geographies and to individu-
for the inV&stment and service tests was September 17, 2001, through als of different income levels. They characterized the
January 3, 2005. At the time of the evaluation, CB&T had six Eanklmﬁﬂﬂﬁteaﬁe%%mgnBQW‘ies as excellent and
assessment areas in California, one of which received a full-scope reported that the services primarily addressed identified
reviewendfootnote) CB& Twas rated W%@W%f%%@%&lﬁQHM@%é@mwoﬂﬁ

‘outstanding” under each of the 8B &f Zions and Amegy in light of public

lending, investment, and service tests.

Examiners reported that the distribution of CB&T's
loans by income level of geography was good and that
CB&T's mortgage lending demonstrated good distribution
to LMI borrowers. In addition, they stated that CB&T had

an excellent record of lending to smallbusinesses(footnote21

comment about their respective records of lending to
minorities. A commenter alleged, based on 2004 HMDA
data, that Zions and Amegy disproportionately denied
applications by African-American and Hispanic applicants
for HMDA-reportable loans. The commenter also asserted
that Zions made higher-cost loans to African Americans

For purposes of the evaluations discussed in this order, small

businesses are businesses with gross annual revenues of $1 million or

less end footnote) They
also stated that CB&T was a leader in community develop-
ment lending, with more than $232 million in community
development loans during the review period. Examiners
commended the bank's use of innovative and flexible lend-
ing programs to serve the credit needs of its assessment
areas.



and Hispanics more frequently than Zions did to non-
minorities(fodthetd 33BegiriningdahadiMDA data for 2003
2002004 gt daig ceqiiredbiddiery bank of Zions and by

will adopt Zions's current fair lending policies and
procedures.
The Board also has considered the HMDA data in light

repergsdByderidersaiens exysandad doeinclude pricing information fof other information, including the overall performance
loafsthowghichdhE Minul ercaniage et d&RRY @xaediigptha-yieldferords of the subsidiary banks of Zions and Amegy under
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sound lending but also equal access to credit by cre
worthy applicants regardless of their race. Because of the
Hmitations—of HMDA data, the Board has considered these
data carefully and taken into account other information,
including examination reports that provide on-site evalua-
tions of compliance by Zions and Amegy with fair lending
laws. In the fair lending reviews conducted in conjunction
with the most recent CRA evaluations of the subsidiary
depository institutions of Zions and Amegy, examiners
noted no substantive violations of applicable fair lending
laws.

The record also indicates that Zions has taken steps to
ensure compliance with fair lending laws and other con-
sumer protection laws. Zions represented that it conducts
regular compliance reviews of each business unit and
that its fair lending reviews include statistical analyses of
comparable files by loan product. Zions also stated that it
maintains a second-review program for residential and
small business lending. Zions has indicated that Amegy

tory institutions are consistent with approval.
Conclusion
Based on the foregoing and all facts of record, the Board

has determined that the application should be, and hereby
is,approved(footnote27Acommenterrequested
that the Board hold a public meeting or
hearing on the proposal. Section 3 of the BHC Act does not require
the Board to hold a public hearing on an application unless the
appropriate supervisory authority for the bank to be acquired makes
a timely written recommendation of denial of the application. The
Board has not received such a recommendation from the appropriate
supervisory authority. Under its regulations, the Board also may, in
its discretion, hold a public meeting or hearing on an application to
acquire a bank if a meeting or hearing is necessary or appropriate to
clarify factual issues related to the application and to provide an
opportunity for testimony (12 CFR 225.16(e)). The Board has consid-
ered carefully the commenter's request in light of all the facts of
record. In the Board's view, the commenter had ample opportunity to
submit its views, and in fact, the commenter has submitted written
comments that the Board has considered carefully in acting on the
proposal. The commenter's request fails to demonstrate why the
written comments do not present its views adequately or why a
meeting or hearing otherwise would be necessary or appropriate. For
these reasons, and based on all the facts of record, the Board has
determined that a public meeting or hearing is not required or war-
ranted in this case. Accordingly, the request for a public meeting or
hearing on the proposal is denied end footnote)

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 BHCA%t(fodtietd28ard’s
aphecarhnigntgreaifbcedyestod diebifedB oar dextept the oy
ngnipendontibecprogizseh sAsppexsiadsly nbisdothieBaac tas

commitments are deemed to be conditions imposed in
writing by the Board in connection with its fiindings and
decision herein and, as such, may be enforced in proceed-
ings under applicable law.

accusmulaietharsignifichnttceabed Buothid dase;dnelusiog repiolittiof
examinapiphc aciofid@nsiapaupereisonytinfosmasionrubbicdapents and
information, and public comment. In the Board's view, for the reasons
discussed above, the commenter has had ample opportunity to submit
its views, and in fact, has provided written submissions that the Board
has considered carefully in acting on the proposal. Moreover, the BHC
Act and Regulation Y require the Board to act on proposals submitted
under those provisions within certain time periods. Based on a review
of all the facts of record, the Board has concluded that the record in
this case is sufficient to warrant action at this time, and that extension
of the comment period, or denial of the proposal on the basis of the
comments discussed above or on informational insufficiency, is not
warranted end footnote)The Board's
approval is specifically conditioned on compliance by

Zions with the conditions imposed in this order and the
commitments made to the Board in connection with the
application. For purposes of this action, the conditions and

The proposed transaction may not be consummated
before the 15th 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 San Francisco,
acting pursuant to delegated authority.

By order of the Board of Governors, effective Novem-
ber 18, 2005.

Voting for this action: Chairman Greenspan, Vice Chairman Fergu-
son, and Governors Bies and Olson. Absent and not voting: Governor
Koha.

ROBERT DEV. FRIERSON
Deputty Secvetany of the Board

Appendix

CRA Performance Ratings of Zions's Other Subsidiary Banks

(footnote 1 Zions's subsidiary bank, The Commerce Bank of Oregon ("CBQO"),
National Bank, Lake Oswego, Oregon, a credit card bank that had been in Portland,
Oregon, is a de novo bank established on October 31, 2005. CBO was
hipariaigorsi ru Uone 2@ \kAalordin g1 ¢ RYB Radives coltinanSaDBRA
peltonsesidhijsiadsior puntineseiang mssume the assets and iiabiiities

BlRiZ iCosstinsems ahamd BeokdSattlfekenGity, Utah

CRA Rating:Outstanding Date:December 2003 Supervisor:OCC

Bank:The Commerce Bank of Washington,National Association,

Seattle, Washington CRA Rating:Satisfactory

Date:April 2004 Supervisor:0CC

Bank:National Bank of Arizona, Tucson, Arizona

CRA Rating:Satisfactory Date:October 2003 Supervisor:OCC

Bank:Nevada State Bank,Las Vegas, Nevada

CRA Rating:Outstanding Date:July 2004 Supervisor:FDIC

Bank:ectra Bank Colorado, National Association,Farmington,

New Mexico CRA Rating:Outstanding Date:November 2001 Supervisor:OCC

Orders Issued Under Section 4 of the Bank Holding
Company Act

under section 4 of the BHCAkt{foatibtht IBUaBACsSR8481a-
ena Yfootnoteyzmek in physical commthlityaandin®Regulae
tlenfdnete2DROERRariR2skndioetndte)conducts physical
commodity engige dntpidsinel thoiea Sditystrading in the
UritteguSiteiten. Deutachinofack duigntlyohdingucts plyysioad
CORFIOYItY (sading gutsideitirignited detasifaotnatediracts
Bsiddche Bankasidl enter indaphyaidal cesatoditytnagdesodity
Ddhieatives™). Under Regulation Y, a BHC may conduct
OpiiagStatesipinsndivestheakineiyecthydbrevgiertain restric-
iNotificants' faN-designed to limit the BHC’s activity to
banking subsidiary, DB Energy Trading, LLC,

New York, New York end footnote)

Regulation Y authorizes bank holding companies
("BHCs") to engage as principal in derivative contracts
based on financial and nonfinancial assets ("Commodity
Derivatives"). Under Regulation Y, a BHC may conduct
Commodity Derivatives activities subject to certain restric-
tions that are designed to limit the BHC's activity to

Deutsohke Bamik AG
Franidfurt, (Gevrany

Order Approving Notice to Engage in Activities
Complementary to a Financial Activity

Deutsche Bank AG (“Deutsche Bank’), a foreign bank
that is a fiimancial holding company (“FHC") for purposes
of the Bank Holding Company Act (“BHC Act”), and
its wholly owned U.S. subsidiary Taunus Corporation
(“Taunus,” and collectively with Deutsche Bank, ‘‘Notifi-
cants”), also an FHC, have requested the Board's approval



trading and investing in financial instruments rather than make delivery of physical commodities to settle BHC-
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of Chairman Leach) ("It is expected that complementary activities
wouldmotbesignificant relative to the overall financial activities of
the organization.") end footenote)The BHC Act provides

that any FHC seeking to engage in a complementary activ-
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tion 4(j) of the BHCAct(footnote1012U.5.C.51843(j)endfootnote patikiti orymezigas. " DBTCA”), New York, New York, a

Notificants regularly engage as principals in BHC-
permissible Commodity Derivatives based on a variety of
commodities and plan to expand those activities to include
physical commodity transactions in the United States. Noti-
ficants have, therefore, requested that the Board permit
them to engage in physical commodity trading activities in
the United States involving commodities such as natural
gas, crude oil, and emissionsalIowances(footnotell

The Board also has evaluated the managerial resources
f . . S — . _
agement expertise, internal controls, and risk-management
systems. The Board notes that on October 12, 2005,
Deutsche Bank's subsidiary bank, Deutsche Bank Trust
Company Americas ("DBTCA"), New York, New York, a

An emission allowance is an intangible right to emit certain
Bollutants during a given year or any year thereafter that is granted
the U.S. Environmental Protection Agency or comparable foreign

egulatory authority to an entity, such as a power plant or other
ndustrial concern, affected by environmental regulation aimed at
reducmg emission of pollutants. An allowance can be bought,
sold, or exchanged by individuals, brokers, corporations, or government enti-
ties that establish an account at the relevant governmental authority.
Emissions allowances are stored and tracked on the records of the
relevant government authority. Accordingly, there are no transporta-
tion, environmental, storage, or insurance risks associated with owner-
ship of emissions allowances end footnote)and to take and



state member bank, entered into a written agreement (the
“Wriitten Agreement’) with the Board and the New York
State Banking Department pursuant to section 8 of the

tracts have been authorized for trading on a U.S. futures
exchange by the Commodity Futures Trading Commission
(“CFTC") (unless specifically excluded by the Board) or

Federal Deposit InsuranceAsi{footroteddress deficiencies that have been specifically approved by theBdaud{footrtctel18
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MinpieRYabadeesefitdticial system generally. Through
their existing authority to engage in Commodity Deriva-
tives;Notificants already may incur the price risk associ-
ated with commodities. Permitting Notificants to buy and
sell commodities in the spot market or physically settle
Commodity Derivatives would not appear to increase sig-
nificantly their potential exposure to commodity-price risk.

it dheDimaricet 8iSP coomn bt edetfigy Sl $@83-a resultrof ahese reasons, and based on Notificants' policies and
failure of reasonable efforts to avoid taking delivery under seocedures for monitoring and controlling the risks of

tion 225.28(b)(8)(ii)(B) of Regulation Y (12
€FR—225:28(b)(8)(1i)(B)) end footnote)  Notificants
also must notify the Federal Reserve Bank of New York
if the market value of commodities held by Notificants as a
result of their Commodity Trading Activities exceeds
4 percent of Deutsche Bank's tier 1 capital.

In addition, Notificants may take and make delivery

only of physical commodities for which derivative con-

Commodity Trading Activities, the Board concludes that
consummation of the proposal does not pose a substantial
risk to the safety or soundness of depository institutions or
the financial system generally and can reasonably be
expected to produce benefits to the public that outweigh
any potential adverse effects.



tion

Based on all the facts of record, including the representa-
tions and commitments made to the Board by Notificants
in connection with the notice, and subject to the terms and
conditions set forth in this order, the Board has determined
that the notice should be, and hereby is, approved. The
Board's determination is subject to all the conditions set
forth in Regulation Y, including those in section 225.7
and to the Board’s (faatgte Y 0td 2reqir2 snb antlckosbrote}
BAdnia tide: Bogidicthuthesity @0 wranyedificatipgidr
tefeyinatiaie OB Yag aaitieseet s By Gooeapyref désripibsitlie
arigs, 85 thprBeand clinghmeressd pritvisnsuyarkopaieres
wiithOBH@revent Avasien Béattespreyigiansnangnputrases
psitbe BidfeunabrantththeRBRRTE'S dERSHBHONS suctiALders
isswertidheresndesmpliieh dB Garith il 10 e fnks usReekfieatly

lying Commodity Derivatives. In addition, BHC's generally
are not permitted to purchase or sell nonffinamncial commodi-
ties in the spot market.

The BHC Act, as amended by the Giramum-Leach-Bliley
Act (“GLB Act”), permits a BHC to engage in activities
that the Board had determined were closely related to
banking, by regulation or order, prior to November 12,
1999(foDiROBII2AL Sfertl84a{ch{ayend fagtngtein a broad
range dihadiMiticActiprrmiés @b i engagatine byobd
ngeeief iactivities WRiresectlefioeBHT Het slabite FHOs
finangialodnnaturs(faetnatss that the Board determines, in

TheBoaard determwined iy regulationbeforedyoTember 2, (1992

thahargaging as RABCPahindearmedityi Rafivativesisubject to

certajf rRRAiiGHONGHMVBIRIOSEdY pelateds bRDK G ACGRI dNGhY

EONANIBRREPICEBHHERIR Wikt thih e, 68U I HBRIMEIaHE engaging AY RHACRR! BB GiRsimissiblaitautmedine [Rerivatyes
1 theiBAsHE IRnaoBPAEkGSnYVHILdhesaotigehinchding Tthe  is atinapriahastivitdor purpRses ofdheiBHmA o Seade pbSeCe

commitments ankl cassiiipnss diseessedninnthisaerdae e
EEISNHNERE] anel GORiPRS Tediech iRl tiBhy eACHIRE S
dasipienbshall PR adaemedoifebiofORFINQRS HRRs8darda
WL I8nDY ke B oaieninsRpnBEtionrordt ifh HRGIAGH;ARY
Qﬁﬁ@f%p"}{%bl@slwh may be enforced in proceedings

ungier gRRLICARIn @ Soard of Governors, effective Decem-
bepygggémspf the Board of Governors, effective Decem-

ber 19, 2005.

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

ROBERT DEV. FRIERSON

Depuity Secvetary of the Board

JPWtrgeamn Chase & Co.
New York, New York

Order Approving Notice to Engage in Activities
Complementary to a Financial Activity

JPMorgan Chase & Co. (*JPM Chase™), a fiimancial hold-
ing company (“FHC') within the meaning of the Bank
Holding Company Act (“BHC Act”), has requested the
Board’s approval under section 4 of the BHC Act and
(heotBoied’ sIReghilatidh SYC(12 §IBR3 Pagnd25 )footnetdiand
pheyBodrdsmReglilagon Y (12 CFR Part 225) to trade in
physigallaesamaoditigsthorizes bank holding companies
(“BEUMatian eXgagetherizgascipankn kiddingiveovpaaies
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tion 4(j) of the BHCAct(footnote812U.S.C.§1843(j)endfootnote)

Through its indirect subsidiary, JPMorgan Ventures
Energy Corporation ("JPMVEC"), JPM Chase engages as
principal in BHC-permissible Commodity Derivatives and
plans to expand those activities to include physical com-
modity transactions, with a principal focus on energy-
related commodities. JPM Chase has, therefore, requested
that the Board permit it to engage in physical commodity
trading activities, including physical transactions in energy-
related commodities, such as natural gas, crude oil, and
emissions allowancesendfiito take and make delivery of

URakingheieesthritiopRy sl g1 eRbiepanialcoRMlites(frotnote2Commodity DerivativespermissibleforBHCsunderRegula-

Yoredrerainaftae referied 1.3 R RerossinluC RIOmAdSY

Derivatives end footnote)
Under these restrictions, a BHC generally is not allowed to
take or make delivery of non financial commodities under-



physical commodities to settle BHC-permissible Commod- result of Commodity Trading Activities must not exceed
ity Derivatives in which JPM Chase currently engages 5 percent of JPM Chase's consolidated tier Lcappiahfootnotel3

("Commmodiity Trading Activities”). The Board previously JPM Chasevadsddibe sequitE tohindfederial tRissepss cBainlinuf
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the facts of record, the Board believes that JPM Chase has
the managerial expertise and internal control framework to
manage adequately the risks of taking and making delivery
of physical commodities as proposed.
As a condition of this order, to limit the potential safety
and soundness risks of Commodity Trading Activities, the
market value of commodities held by JPM Chase as a
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Activities as a complementary

eX|st|ng authority of JPM Chase to deal in foreign exchange,

G
glements Sélr%i’ ’iﬁ?ﬁ subject to Timits and conditions, would not in any way restrict
é? precious metals, or any other bank-eligible commodity end footnote)

JPM Chase and its Commodity Trading Activities also
remain subject to the general securities, commodities, and
energy laws and the rules and regulations (including the
antifraud and antimanipulation rules and regulations) of
the Securities and Exchange Commission, the CFTC, and
the Federal Energy Regulatory Commission.

Permitting JPM Chase to engage in the limited amount
and types of Commodity Trading Activities described
above, on the terms described in this order, would not
appear to pose a substantial risk to JPM Chase, depository
institutions, or the U.S. financial system generally. Through
its existing authority to engage in Commodity Derivatives,
JPM Chase already may incur the price risk associated
with commodities. Permitting JPM Chase to buy and sell



commodities in the spot market or physically settle Com-
modity Derivatives would not appear to increase signifi-
cantly the organization’s potential exposure to commodity-
price risk.

For these reasons, and based on JPM Chase’s policies
and procedures for monitoring and controlling the risks of
Commodity Trading Activities, the Board concludes that
consummmation of the proposal does not pose a substantial
risk to the safety or soundness of depository institutions
or the financial system generally and can reasonably be
expected to produce benefits to the public that outweigh
any potential adverse effects.

Based on all the facts of record, including the representa-
tions and commitments made to the Board by JPM Chase
in connection with the notice, and subject to the terms and
conditions set forth in this order, the Board has determined
that the notice should be, and hereby is, approved. The
Board's determination is subject to all the conditions set
forth in Regulation Y, including those in section 225.7
(12 CFR 225.7), and to the Board's autherity to require
raodification or termination of the activities of a BHC
of any of its subsidiaries as the Board finds neeessary to
ensure complianee with, er te prevent evasion of, the
provisions and purpeses of the BHC Aect and the Beard’s
regulations and erders issied thereundes. The Beard's deei-
sien is speeifieally eanditiened en eempliance with all the
esmmitments made te the Beard iR eennection with the
netiee, ineluding the cemmitmenis and eonditions dis-
eussed in this erder. The eemmitments and conditiens
felied on in reaching this deeision shall Be desmed 8 be
conditions impesed in writing By the Beard in eonnee-
tien with its findings and deeision and; a8 steh, may be
gnfereed in proceedings Hader applicable 1aw.

By order of the Board of Governors, effective Novem-
ber 18, 2005.

Voting for this action: Chairman Greenspan, Vice Chairman Fergu-
son, and Governors Bies and Olson. Absent and not voting: Governor
Koha.

ROBERT DEV. FRIERSON

Deputyy Secvetary of the Board

ORDERS ISSUHD UNDER [INTTHRRATONAL

vision Enhancement Act of 1991, which amended the IBA,
provides that a foreign bank must obtain the approval of
the Board to establish a branch in the United States.

Notice of the application, affording interested persons
an opportunity to comment, has been published in a news-
paper of general circulation in Honolulu, Hawaii (The
Howalllin Star-Ballktiiy, November 4, 2005). The time for
filing comments has expired, and all comments have been
considered.

Bank, with total assets of $78 million, is the only com-
mercial bank incorporated inMMitooaskiffoolihetetate and
Assetdalageasaffspiemhe o, 200hendtd aigene) EhesttE cand-
agiionahigol 8 prartsnob g BatksesitalcageBeink pidwidesna
eaidetgnirobadik parcent kB an kesabres(footpoiede custom-
eNatnibepBheraholdes owvoacli canthielfonerettiias bpereentiog
BaidksnehiaraX endefquinadiB@uuk, and Yap)prDiédpsoa
pasetybefhankiogldereitrsnto saiait anflceospasiate Mistem-
ersathrBugik Hkaacheslifyeash fofeiue founistateoLomprisiog
MigeoResialbiies 3€,( PDIINPRI 2 Chosky)and Yap). The pro-
pogask hianshryveialbhed3 arkib filstneffice peiside MierRth
psia(foptantr@ BRakRIsahas adicanse fof acheck-clearing and
loae-pradyetion-atticen mSaipaRd States that are currently

thehlasthern Marisnakbslands; howeyssnildoesnet curkently have an

pHicaninvoalnamseneutaaingte)safekeeping and other ser-
vices %@ﬂ%dis_tcﬁ Akilyipoufereign %Qhﬁ@ﬁts(’@%rﬁé%ﬁti(lﬂ
HAdRE RGO ANK DA EF Thdlth@HPdhch may engage in
oththg BrimasbIeasanviaceskablishingrthe proposed branch
is {hdREodIBRARKA WIBURERSSSK 1A ChashCIsRTAG A
wirRsir s e SRE pe RN (Rikesli sitate s ARAE AT IRU SRS
RiGVIdet s WhehAMKie ForigtPpiRsRONdent bank. The
branch would also coordinate safekeeping and other ser-
VI r . . 0 B B .
AR ot R L S
ot H@é@tﬁ%&é&t%wﬁé @o%fmg_rﬁfotmation it needs
Undgs 1he L84 and freailatiopiduineagting on an appli-
caien fy _Euf;?é%'tgnt ank i &51aRl a fpadsithe Boarg
must copidy d@({&fhﬁﬁsﬁge rft'sg'ﬁ&?féki:ountr _supervisor
(1) epgages @iesiysi s bsiogss o1 L3nking gutse

of the Unitéd States;
(2) has furnished to the Board the information it needs
to assess the application adequately; and
(3) is subject to comprehensive supervision on a
consolidated basis by its home country supervisor
(12 U.S.C. 83105(d)(2); 12 CFR 211.24(c)(1))
(footnote 4

In assessing this standard, the Board considers, among other

factors, the extent to which the home count(rjy supervisors:
(i) ensure that the bank has adequate procedures for monitoring
and controlling its activities worldwide; ) )
(if) obtain information on the condition of the bank and its subsid-
1aries and offices through regular examination reports, audit
reports, or otherwise; . . . .
(i1f) 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 permits
analysis of the bank's financial condition on a worldwide
consolidated basis;

(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

BANKIRNG: ACT

Bantk of the Fedbratedd Statess of Miiwronesia

Kolkniag, Pedimpei
Fedbngdd Statess of Miliowonesia

Order Approving Establishment of a Branch

The Bank of the Federated States of Micronesia (“Bank™),
Kolonia, Pohnpei, Federated States of Micronesia (*‘Micro-
nesia™), a foreign bank within the meaning of the Inter-
national Banking Act (“IBA™), has applied under sec-
tion 7(d) of the IBA (12 U.S.C. §3105(d)) to establish a
branch in Honolulu, Hawaii. The Forelgh Bank Super-



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(€)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,
Bank is subject to supetvision and regulation by the Feder-
ated States of Micronesia Banking Board (“FSMBB"). In
addition, Bank is subject to all U.S. banking and banking-
related laws by treaty and is supervised by the Federal
Deposit Insurance Corporation (“FDIC") pursuant to those
laws. On October 1, 1982, the governments of the United
States and Mieronesia coneluded a Compaet of Free Asso-
ciatien (the"Cosapatt)(foatnatadsection 221 of the Com-
pactnibeUkiited Statass the Slanppastiveas apncevedalBublis

LBwWn9-839 hiamyantd 4y 4986a Asl anaentieds (4t Srelet 1001
et seq.jiand beeame¢ftactiyeondiovember Sy df& SeriPresidensial
Proclampatior 5264a% Nayemer 35986n 5 FeearaldRegirter 40399

he86) sndfeonate)/saaes and WBeSAFAL (@hetheAGHRa-

Rashe the (it caiatese feohligalehin Mmakesgyalabeie

Bapkyibe FDIC's programs and services, and under sec-

tiorn3h othRymarh previded iRaaceprAange oiibid: Fepgeal
fraaramin @O RerViGRS A BMERT (REIWRER 4hE i8OYSIR-

HM&&%%%&’HPF&@I SafanRn blcresiao(thasifgefa

Mene) U habResame el teativem sirmlianepsly Ml 4ha
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tlon and recelversh matters. . . TR Q? A LRIG
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and heyeero biting Rackearstebbment
of tighpropdked/gaeetent, which designates the FDIC as

a Apgvisar RinBarksufjhastdean 1dsiewningdy tm@wmﬂ@sed
toJicenseRtiicas\oiia fﬂﬁefﬁm?ﬁgk A RS ARRLPVak afthis
S appligationdassartvpplantdbeauihotnaet thestate,ef Hawaii to
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EhARebank in crugeleresl slcapatpdasapd apanseein
and ey (Enqsyjahagrourss e B ke it nuested cPhe
FSMBB and FDIC have no objection to the establishment
of the proposed branch.

As noted, Bank is subject to all U.S. banking laws and
regulations, including those related to capital adequacy and
anti-money-laundering, and Bank's compliance with those
laws and regulations is monitored and enforced by the
FDIC. Bank is considered well capitalized, and managerial
and other financial resources of Bank are considered con-

ogé%i iy 32% %%a.@@aﬁq%m

sistent with approval. The activities of the proposed branch
would initially be limited to processing transactions for
Bank’s head office and customers. Bank appears to have
the experience and capacity to support the proposed
branch. Bank has also established controls and procedures
for the proposed branch to ensure compliance with U.S.
law and for its operations in general.

With respect to access to information about Bank's
operations, the restrictions on disclosure in relevant juris-
dictions in which Bank operates have been reviewed, and
relevant government authorities have been communicated
with regarding access to information. Bank has committed
to make available to the Board such infoermation on the
operations of Bank and any of its affilliates that the Board
deems necessary to determine and enforce compliance with
the 1BA, the Bank Holding Company Act, and other appli-
cable federal law. To the extent that the provision of sueh
infermation to the Beard may be prohibited by law of
otherwise, Bank has committed {o cooperate with the
Board to obtain any neeessary eensents oF waivers that
faight be reguired from third parties fer diselesure ef sueh
infermatien. 1n additien, the FPIC is permitied 8 share
infermatien en Bank's a%efatie% with ether swpervisers,
ineluding the Beard. In light ef these cemmitmenis and
ather facts of reeerd, and subject ta the conditien described
Belew, it has been determined that Bank has provided
QHEE]HQE% assuranees of access 10 aAy neeessary infermation
that the Beard may request:

Based on the foregoing and all the facts of record,
Bank’s application to establish a branch is hereby approved
by the Director of the Division of Banking Supervision and
Regulation, with the concurrence of the General Counsel,
pursuant to authority delegated by the Board. Should any
restrictions on access to information on the operations or
activities of Bank and its affiliates subsequently interfere
with the Board's ability to obtain informatien te determine
and enforce compliance by Bank or its affiliates with
applicable federal statutes, the Board may reguire termina-
tion of any ef Bank’s direct of indireet activities in the
United States. Approval of the application alse is spesifi-
€ i'él\% conditioned on compliance By Bank with the condi-

S impesed in this erder and the esmmitments made 8
the Beard in cennectisR with thisappjinrtiapdfoqtoptes -
b8 B9RIHIS ANhBr Y e RPBERME-HIEH AP HsbreeH Al thesPiRs
g@é}?fé@%@%%%ﬁcﬁ%&h@%'ﬂ%@@@ﬂ&yt%t%%ﬂelﬁfMWﬁg

pRRYUARS, Babdt Ay dnaR.£nd, fagiRote) Fo

poses of this action,

pur-

these commitmentsaider 1. Jornson

Secretarf%}%bo%ﬂg

imposed by the Board in
writing

deemed to be conditions

in connection with its
findings and decision and,
as such,
may be enforced in
proceedings under
applicable law.
By order, approved
pursuant to
authority delegated by

the Board, effective December 23 288&vatemrof the Board



Deutsehbe Genassersshatigiyfotattanbankank AG
Hamtlurgg, (evmany

Order Approving Establishment of a Representative
Office

Deutsche Genossenschafts-Hypothekenbank AG (“‘Bank™),
Hamburg, Germany, a foreign bank within the meaning of
the International Banking Act (“IBA™), has applied under
section 10(a) of the IBA (12 U.S.C. §3107(a)) to establish
a representative offiice in New York, New York. The For-
eign Bank Supervision Enhancement Act of 1991, which
amended the TBA, provides that a foreign bank must obtain
the approval of the Board to establish a representative
office in the United States.

Notice of the application, affording interested persons an The@%&?ﬁﬁaﬁe?%rog?

solidated basis by its home country supervisor
(12 US.C. §3107(a)(2); 12 CFR 211.24(d)(2)) The

(footnoRoduld adsessimgythalsepritdsiarstandaxdtlitieBoascthoensid-

ers, amdagdstheefadtans) tha extent IBwhichdhddegmbacimumtril

supervigdss1J.S.C. §3105(d)(3)—(4); 12 CER 211.24(c)(2)).
(i) ensure that the bank has adequate procedures for monitoring

i %ﬁ%ﬁ%ﬂﬁ% ® 9&” SRS sic-
e

thpdﬂts,aml othdnaisermation necessary to assess the applica-
guhqhﬁyﬁ Hfﬁtﬁﬂiﬁﬂgﬁl@fﬂstﬂ?dﬂ@dtﬂlﬁﬁswﬁé&@%ﬁ&dﬁm

e

‘W‘?ﬁﬁ‘i? %ﬁg“ﬁ% STy Fﬁﬁa@ﬂ%@%@%ﬁ Ted
grabpais &etmbhm@efmm@@mﬁmnbn/é%rvﬂwmubj ect
conselidpiedbasisie consolidated supervision in connec-

R e
(0)

opportunity to submit comments, has been published in @mg|elm&@rh&m@rﬁr@m@ndlaméﬂetl@ﬂewfﬁmﬁfbﬁmdﬁ@m@

newspaper of general circulation in New York, New York
(The New York Times, July 8, 2005). The time for filing
comments has expired, and all comments have been
considered.

Bank, with total consolidated assets of approximately
$93lllomm(fastiiatehird largest mortgage bank in Germany

inleiss ptherwibe indisgtet!idataarmasdcfiuoel 3612005 endfootnofhsge

ing. Outsidds Berthixdylar@shinosigagecsankpre&eradny
afitlcis primBailys, ehgaghshincemmeisiatdeaal. Btatk fnpoc-
PigedONtsideYoderotaicy, wBand beperatesst rephesertatile
Ufficed HaRariBakloridon, s dAMSterdaenisBiad Kenpta-
phsecsNeve hXaskaakficaouldabenits, fiGérafiiog it DiE
Baitied) Stafeof Bankrégiamsihsédiany tohiRerdsahe Genthah
Ernassense Talthank seAGs. IF7aBdi ten SR aNYbafkihg
Bpastlorsnm ahégniegdosel iesntialupanks tantih Genman
SRAREMRIEVE Yiaacialdsetsor cBda Banth endageskin Darikivg
apsratians Umilel Ynites diafesHhronahbls SraimitiaNew
WorB ARV WIRrIS. B ralser BRdRERk HirbePantdneD acHv:
Hestipr thadinkies KalesHiyeslEl ¥ AMPeRvekuRysiaries,
DR _BankoBies %@R&Wt[ﬁﬁlﬁjin}( directly and 62.6 per-

centif |FaplJad iestRIRNEE SOty R R REPHEIAEY:
MR- bamebibians APekiMRURE PoteRtAPEstomers in the
Uhtdansining shares b Bank %EPW&QMGHV BE&-
tlvqlm‘lglﬂ&@g%}p@ﬁ@%f@ﬁb@@@é@ﬁ&bares in trust for VR Tmmo.

eompamsseRstERotngle

thel BB APRASEA SRR ESRNALYR AT lgftyRyld market Bank’s

in condetgiotinatidn applicationseivolving oth&DOJtnotegIge
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BEIRY Gt o itk KHres. a%&mgrwﬁd@a
HetioH8 S itaidbe SeRessieyns 2ssRditpprcas
Hirghbanddnss tige b dhssdans letranrssstiebas
begpitieietminedh babddartoisngihiE Banky AutHBIFE S
Bt bl R EABIIRhORTEFTHBE Yo D3 B tiRB I
%éé@&?"llﬁéﬁ?échésé {6 RURSTESHHMKY AUBCTNISST subj ect

Lslapgasdiaatdaribuinescssion 7inT

mﬁ% ReanlaHenafpsestiba Wb fts %éﬂ&é@ﬁéak(%maﬁy
DLt (b kavie Bhkbes i IntorasFoitntaioE Brias
ﬂpm‘@] gﬁ{;{@@jg@aqlég(fégﬁhaﬁgnent of the proposed represen-
BHaOEese VerkehrsBank, 85 Federal Reserve Bulletin 588

(199G5hTRapeivdimdhwdinerrivinbaid eorpRedorVREPDZ Bak's 2004
Bastiorstobilgeniienasta nakcial trstiihg copparioandifosthote)

R In addition, the Board has determined
in connection with applications involving other mortgage
banks in Germany that those banks were subject to supervi-
sion on a consolidated basis by their primary home country
supervisor, Germany's Federal Agency for the Supervision
of Financial Services("'BaFin")(footnote5

See, e.g., Hypothekenbank in Essen AG, 90 Federal Reserve

Local credifGoareigiives oI Jh6 avHRrsaIRINIEEESE I thassi9HBulletin 402 (2004); Allgemeine HypothekenBank Rheinboden AG,
to establish a representatwe office, 88 Federal Reserve Bulletin 196 (2002); DePfa Bank AG, 87 Fed-

eral Reserve Bulletin 710 (2001); and Deutsche Hyp Deutsche

real estate loans to existing and potential customers in th§ynothekenbank Frankfurt-Hamburg AG, 86 Federal Reserve Bulle-

Unifs dtt?é%%e%@f“%é(ﬁ%“i‘ﬂaé'%ﬁﬁ%heﬁ”&g'%@%é’mrﬁ’fe
nltles YHRUIRA LG ProPosed RITie- assess the application
Undg&é 8.4Bf).and Regulation K, in acting on an appli-
Ca@‘ Byea f8f8%§b395k‘0 zﬁ?&’l%% LFRIgFEAHNe BhTISS:
the oalf zf%?g 0. AGRUBL es & bankin out51de
1) {H relgng 'iz furnished to the the

3) {H OOEFS}%“OH vhnfeeds 9y #638%8n t%%nlé‘pﬁé%%&'

@ it f%re.gn°%mﬁﬁehenéwé‘“nyS“PSFergSh"%arﬁ% ‘parent
engages directly in the business of banking outside
the United States; and

(3) the foreign bank and any foreign bank parent is
subject to comprehensive supervision on a con-

tin 658 (2000)) end footnote) Bank is supervised by
BaFin on substantially the same terms and conditions as
those other banks. Based on all the facts of record, it has
been determined that Bank is, and DZ Bank continues to
be, subject to comprehensive supervision and regulation on
a consolidated 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)) have also been taken into account. BaFin has
no objection to the establishment of the proposed represen-
tative office.

With respect to the financial and managerial resources of
Bank, consideration of Bank's record of operations in its



home country, its overall financial resources, and its stand-
ing with its home country supervisor, indicate that fiinancial
and managerial factors are consistent with approval of
the proposed representative office. Bank appears to have
the experience and capacity to support the proposed repre-
sentative office and has established controls and procedures
for the proposed representative office to ensure compliance
with U.S. law, as well as controls and proecedures for its
worldwide operations generally.

Germany is a member of the Financial Action Task
Force and subscribes to its recommendations regarding
measures to combat money laundering and international
terrorism. In accordance with these recommendations,
Germany has enacted laws and created legislative and
regulatory standards to deter money laundering, terrorist
finaneing, and other illieit activities. Money laundering is
a criminal offerse in Germany, and credit institutions are
reguired to establish internal pelicies, procedures, and sys-
tems for the detection and prevention of meney laundering
througheut their werldwide eperations. Bank has pelicies
and preeedures to cemply with these laws and regulatiens
that are menitered by gevernmental entities respensible for
anti-meney-laundering eomplianes.

With respect to access to information on Bank’s opera-
tions, the restrictions on disclosure in relevant jurisdic-
tions in which Bank operates have been reviewed, and
relevant government authorities have been communicated
with regarding access to information. Bank and its parent
cormpanies have committed to make available to the Board
such infoermation on the operations of Bank and any of its
affiliates that the Beard deefs necessary to determine and
enforce complianee with the 1BA, the Bank Helding Com-
pany Aet of 1956, as amended, and other applicable federal
law. To the extent that the provision ef sueh infermation
te the Beard may be preRibited By law or etherwise, Bank
hag eemmitied t6 eaeperate with the Beard te ebtain any
Reeessary 6ensents oF waivers that might be reguired frem
third parties for diselagure of sueh infermation: In addition,
subjeet to eeriain conditions, BaFin may share infermation
8n Bank's 8ﬁ8f§£19ﬁ§ with ether supervisers, ineluding the
Beard: 10 light of these eommitments and other faets of
reeard, and skibjeet t8 the conditien deseribed belew, it Aas
Been defermined that Bank has provided adequate assur-
3nees Of aceess (8 3Ny Recessary infermation that the
Board may reguest:

Based on the foregoing and all the facts of record,
Bank’s application to establish a representative offiice is
herebyappavedfoofiodedd any restrictions on access to

on compliance by Bank with the conditions imposed in this
arder and the cemmitments made te the Beard in esnnee:
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tions imposed by the Board in

are deemed to be condi-
_ROBERT DEV. FRIERSO

writing I connectio
its findings and decision andDep”ly SeekaR) o7 e o

as such, may be enforced in
proceedings under applicable law.

LWP'?% CRYRE Riiaa" t© _
St He authority delegated by

By, Jorsey
the Board effective October 25, 2005
BERT DEV, FRIERSO
Order Approving Establlshr@mtt!iy RegifssentatheBoar

Offiice

Lloyds TSB Offshore Limited (*“Bank'), St. Helier, Jersey,
a foreign bank within the meaning of the International
Banking Act (“IBA”), has applied under section 10(a) of
the IBA (12 U.S.C. §3107(a)) to establish a representative
office in Miami, Florida. The Foreign Bank Supervision
Enhancement Act of 1991, which amended the IBA, pro-
vides that a foreign bank raust obtain the approval of the
Board to establish a representative 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
(The Miami; Hevalll, March 21, 2005). The time for filing
comments has expired, and all comments have been
considered.

Bank, with total consolidated assets of approximately
$12bblilibar(foddnotel Ofildssothepudsehndicated, Jersey. Bank
patadbasofiuneld® 260058 ndfadtiote)istses to corporate and
retail clients and is afutierilasgesd paoksdin sirrseyerBik
provégrerasrangel edfe finadiaki derviess: o BonRokgierdes
tetaitelidntGaschdsy autitioniz ddleto f Vit iendsualpsesvitas
toverestdentsinofdensgy {oatoERe proposed representative

ce of Bank In accordance

?t it r%ggglm @Oif? end fgwtnote)

Bank dessiacboperateunder amiceffshare hankingdiaesse,” as

thatiterimais defired iwsentionwabe(a)@3(Aef BrelUSAPATRIOT Act

EBOBAAB 1. 5:€15/83 18D (AN (Anoend fpathate) loyds
UK is the principal whdDytsisdendarssynkBaiksidpeiates
branches in Guernsey and the Isle of Man and a representa-
tive office in Hong Kong. The proposed representative

Ap@ﬁwﬁdrbmhel@upﬁtmcﬁfstbe E)Jm&lm of Bailing Bupervéffice would be Bank's first office in the United States.

siamaed Bl%g
BHQH?H&B%H

Rraskniids 6@%@5;}%&
Bifitidtensybsequizetlyr intepfenmenidhteimBiotictis odbility 6
Bhfiaknsinfrevatbeniteldetarminsang einfarce thimpliaseatdy

B SR AR, RIS T it g

or recommend terminati
Bank's dlrect or indirect activities in the United States.
Approval of this application also is specifically conditioned

ViR

OBRSK. is an indirect wholly owned subsidiary of Lloyds
TSB Bank, plc ("Lloyds UK"), London,England(footnote3

Lloyds UK holds its interest in Bank through two other wholly

owned subsidiaries, Lloyds TSB Offshore Holdings Limited, a Jersey

company, and Lloyds Bank Subsidiaries Limited,
a U.K. company. end footnote)Lloyds
UK is the principal wholly owned bank subsidiary of



Lloyds TSB Group plc, also of London (“LLloyds Growp™),

which is Bank'’s ultlmateppaeem(tfo&howégﬁoﬂhaoéﬁchmanldsmoﬁéthﬁﬂ

shisgeliaiick, Totndse)TRroffghs banking servitesofificesamd
bebsidiatiasitdideyweiliwnkfednbenkionisedviieges) & iuwms
K afpemstriesbwokliwitdNdw tHerk)nNedv Statds, dddyals
Wi¢nopeiathdiadirdachida, New overk sévewil YOk, sahdidin
agiesayaneiiagel i-hoidanknt: awrisigeweral U.S. subsidi-
arighthatngagerifpriarbantingo setky Kiesld act as a liaison
beiecpronafedepasexiative officewenltaheiuasaniaisan
betwieent&aritatnd Thexigting’ anet@oieetialvoustompRide
theicinitecheStatesintbe plflaeinachrdtemavauld dnglise
splietiingrigMe husinesserav ding MM akenniai susian:
elfefonaesNIAg dbebraccounts with Bank, and maintaining

applications, because representanve offices may not engage
%@ﬁﬁﬁﬂ@g &R 211.24(d)(2)). This appliea-
1180 has BeeA consldared HH88£ the Jesser standard.

As noted above, Bank and Lloyds UK engage directly
in the business of banking outside the United States. Bank
also has provided the Board with information necessary to
assess the application through submissions that address the
relevant issues.

The Jersey Financial Services Commission (“‘Jersey
FSC") is the primary regulatory and supervisory authority
for Jersey banks and, as such, is the home country super-
visor ofBBakifoclaniey TRErpeficy permits only banking
groups of Faeinserponsilafes theddisgaiaveraighhaf Baids

cliendatannIBACAASR egulation K, in acting on an appli- The Welerhinential BerviegeAutherityrasshe supsolistriod kigyds
catibiflgk theotBRAABENRABUISHON I alfePebEch O 78 GIFRY; UK anddts sybsidiasigsecansulisbuith e deesgy§Csaboutistipest
aRéiohyaRderai gndkank do.esiahtsvhEeREesentativerafbich,  visianotBankendfaethata)enseyarSE, . polieyl asuyitsSanlyebanking

HmiBeard shaHstke dnoiarsAvRtivhaIeBdardhedensian
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S50uHRs G- sintelingbéaminstatute antlsiep utabignorifiat ¢F has
Yetesningakin haubiiegt osatisiaatonneonsplidated qupest
Yigionrhy The JupssyisPRCDAsys afnthed iR RisvSoNtryc o
8H diife tadesfaltishoPanksciss JeneeYprdiridrsseeig e delo
forisaCmSHey inAReatiang and (aEfwait aRipsnanat It
ferseyhank sy knedingd masHenngohelwesk Ol iana
AeUREy- thBebderkeys Fefeqisrsyonrsith %wéa%\gleytfss PRirfOipHs
pRKteTadeqHaGY 0 yPol cles s AR QY RGRAUIRD HRHIBAC (@
pambat rﬁ@ﬁ"ﬁb’ofﬁemﬂﬁfﬂ N1 aRgsthe DaNs 1%&%&@%‘51@
infomptian SYF RS éﬁ@e‘@ﬁ%f&a x%O%QHJ es to determine
ibh densately i managing uils reviegingt

S50 it ROHAN Y OftsORTH iRV BW(S 19RRRN A BRalhe
g@h&w ikt PutuAll J8IseY Dghbsurtnalyding Bk

matrgﬁ:otaﬂ’ve: ctfﬁdm(tﬂrkufghetbamwgndqts sEBiyIPaA Qt%ﬂe?éb&qge SYE YW1 Y§AThcial statements.

SIS PUGATLIN A (he AU EW, of
BaBkin GG

15118 RURSFYISIRN.
BRUQdic. finaRcial (eRGHLR. SUPRic- Y

foHADSACHRR JERBHR: A0¢- sl figrneiRb siatements:
ernal.audifors are required to confirm that returns have
begy, A%g@gw%umo%&srﬁq@%r% fpgep%w&dméémgﬂs
gﬂfs s @uégfssxd N I Saﬂg;
fefitqrs 8%’119 GiPetippisy ﬂé%gr?ai%ﬂlﬁligéts AP
cSE%ﬁ%W Eﬁﬁc’ hcensees Er;ll’?d revoke licenses,

d”l tp1r0v1des
§éé W au rizes th rsgy FSC to conduct investi
ena 1 or VlO 101’1

p%:%éﬁ”bfyp&ﬂgeﬁ@?ée&etﬁﬁé 98 RAARUT B EEROLSinfUSRT

determinationendfootnote) TheBoard also may take into accoud{ons,,tg recﬂj?ﬁ atn ts oF'Ve i gj?g]g\gtlog frorge%e mt%ag
egtis: .a forel n, a iliat

(12 U.S.C. 83105(d)(3)-(4); 12 CFR 211.24(c)(2)). The
Board will consider that the supervision standard has been
met if it determines that the applicant bank is subject to a
supervisory framework that is consistent with the activities
of the proposed representative office, taking into account
the nature of suchact|V|t|es(footnote68ee

e.g., Jamaica National Building Society, 88 Federal Reservell}fconlgelg 100 ﬁ}/l
Builletin 59 2002); RHEINHYP Rheinische Hypothekenba
eserve Bulletin 558 (2001); see also Promstro

i, Eg : 0 grvssr:mcgﬁso i
Russia, 82 Federal Reserve Bulletin 599 5199@ Komercni B ': O PE % ﬁias dle er%?r?é
0

87 Federal
as., 82 Federal Reserve Bulletin 597 (1996

“lon Tiriac,"S.A., 82 Federal Reserve Bulletln 592 (1996) engd

This is a lesser standard than
the comprehensive, consolidated supervision standard
applicable to proposals to establish branch or agency
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home country supervision on a consolidatedbasis(footnote8

See Barclays plc, 91 Federal Reserve Bulletin 48 (2005); HBOS

offices of a foreign bank. The Board considers the lesserTreasury Services plc, 90 Federal Reserve Bulletin 103 (2004); The

standard sufficient for approval of representative office

Royal Bank of Scotland Group, 90 Federal Reserve Bulletin 87
(2004) end footnote)LIloyds
UK is supervised by the Financial Services Authority
("FSA") on substantially the same terms and conditions as



those other banks. Based on all the facts of record, it has
been determined that Lloyds UK is subject to comprehen-
sive supetvision and regulation on a consolidated 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)) have also been taken into account. The FSA
and the Jersey FSC have no objection to the establishment
of the proposed representative office.

With respect to the fiimancial and managerial resources of
Bank, taking into consideration Bank’s record of opera-
tions in its home country, its overall fimancial resources,
and its standing with its home country supervisor, fiirancial
and managerial factors are consistent with approval of
the proposed representative office. Bank appears to have

to the Board may be prohibited by law or otherwise, Bank
and Lloyds Group have committed to cooperate with the
Board to obtain any necessary consents or waivers that
might be required from third parties for disclosure of such
information. In addition, subject to certain conditions, the
Jersey FSC may share information 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 and Lloyds Group have provided adeguate assuf-
anees of aceess to any neecessary infermatien that the
Board may reguest.

Based on the foregoing and all the facts of record,
Bank’s application to establish a representative office is
herebyappravedfooSiosedd any restrictions on access to

the experience and capacity to support the proposed repre-
sentative office and has established controls and procedures
for the proposed representative office to ensure compliance

ApprovadbyingDisetaiaftoe Rivisinr of Banlking Super-
vislanandiRegulatinindthetbesaancus Boaedd thelGeneral Counsel,
pursianttorauthenity delegatasbyntheBoasd eothfoatnete)

with U.S. law, as well as controls and proeedures for its
worldwide eperations generally.

Jersey is a member of the Offshore Group of Banking
Supervisors, which is an observer organization to the
Financial Action Task Force (“FATF"), and subscribes to
the FATF's recommendations regarding measures to com-
bat money laundering and international terrorism. In accor-
dance with these recommendations, Jersey has enacted
laws and created legislative and regulatory standards to
deter money laundering, terrorist financing, and other illicit
activities. Money laundering is a criminal offense in Jersey,
and finaneial serviees businesses are reguired to establish
internal pelicies, proeedures, and systems for the detection
and prevention of meney laundering. Bank has pelicies and
precedures te eomply with these laws and regulatiens, and
these policies and preeedures are menitered By the Jersey
FSE.

With respect to access to information on Bank’s opera-
tions, the restrictions on disclosure in relevant jurisdic-
tions in which Bank operates have been reviewed, and
relevant government authorities have been eommunicated
with regarding access to information. Bank and Lloyds
Group have committed to make available to the Board
such information on the operations of Bank and any of its
affilliztes that the Board deems necessary to determine and
enforce compliance with the IBA, the Bank Holding Com-
pany Act of 1956, as amended, and other applicable federal
law. Te the extent that the provision ef sueh infermation

by Bank or its affiliafoudidh apyplieshlictiamsradrtaacess the
darmatiep ergthe: operatienionr oxctivitiest MBABRNK Girdés
affiliatesaubsasueatiynitterfeneadiBribe: Bappdsvabibityhie
apfaivaiifiermadion siedeieimineoraidienfares compliance
By Brik alnids Bféijaesaitly applicabée Jedarabsiatitgsodbe
Boaids tijerraauingetesonimatianems andeotoBaeKSoAirest
ebrindiiesh astivitigndnafiaichiitad Sties. Appraval of this
abnbinatings@lse immpacificaitcendlinted are csBRIENES
BY Banliting 1Hyre dH9 U Bth e rconditions apased
fohisiardes Aneie cRMRKEISHIS MAdealostha Beargl e
SARRRELIPTH pisBedhisaRPisatioRpiRtAsie 1A w.

The Barid:s aphetity tRRRIAVE,thE eRIAR

unentaf
RIOPRSEY reptesentativeafficeparadiels the contlnuing%thority of

the state of Florida to
license offices of a foreign bank. RogerT DEV. FRIERSON
The Board's . ... Deputy Secretary of the Board
approval of this application
does not supplant the
authority of the state
of Elorida or its agent, the
Florida Department of Financial Services
("Department"),
to license the proposed office
of Bank in accordance
with any terms or conditions
that the Department may
impose end footnote)For
action, these commitments

and conditions are deemed to
be conditions imposed by the

Board in writing in connec-

purposes of this

tion with its findings and
decision and, as such, may be
enforced in proceedings
under applicable law.
By order, approved pursuant
to authority delegated by
the Board, effective
November 1, 2005.
ROBERT DEV. FRIERSON
Deputy Secretary of the Board



