




































































UNITED STATES OF AMERICA
BEFORE THE
BOARD OF GOVERNORS OF THE FEDERAIL RESERVE SYSTEM
WASHINGTON, D.C.

Written Agreement by and between

CIT GROUP INC. Docket No. 09-114-WA/RB-HC
New York, New York

and
FEDERAL RESERVE BANK OF

NEW YORK
New York, New York

WHEREAS, CIT Group Inc , New York, New York (“Bancorp™). a registered bank
holding company, owns and controls CIT Bank, Salt Lake City, Utah (the “Bank™), a state
chartered nonmember bank, and vanous nonbank subsidiaries;

WHEREAS, 1t 1s the common goal of Bancorp and the Federal Reserve Bank of New
York (the “Reserve Bank™) to maintain the financial soundness of Bancorp so that Bancorp may
serve as a source of strength to the Bank;

WHEREAS, Bancorp and the Reserve Bank have mutually agreed to enter into this
Written Agreement (the "Agreement"), and

WHEREAS, on August 12, 2009, Bancorp’s board of directors, at a duly constituted
meeting, adopted a resolution authorizing and directing the Chief Executive Officer to consent
to this Agreement on behalf of Bancorp, and consenting to compliance with each and cvery

applicable provision of this Agreement by Bancorp and its institution-affiliated parties, as



defined in sections 3(u) and 8(b)(3) of the Federal Deposit Insurance Act, as amended (the “FDI
Act™) (12 U.S.C §§ 1813(u) and 1818(b)3)).

NOW, THEREFORE, Bancorp and the Reserve Bank agree as follows:
Corporate Governance

1, Within 75 days of this Agreement, Bancorp shall provide the Reserve Bank with a
written plan (the “Corporate Govemance Plan™) outlining the specific actions Bancorp will take,
including timeframes, to strengthen Bancorp’s management and corporate governance consistent
with the responsibility of Bancorp’s board of directors to effectively and adequately oversee
Bancorp’s senior management and business affairs. The Corporate Governance Plan shall, ata
minimum, address, consider and include:

(a) The adequacy of staffing levels, including an assessment of whether the
audit, risk management and control functions of Bancorp are adequately staffed and provided
with adequate resources;

(b) measures to enhance Bancorp's board of directors’ oversight of nisk
management processes in order that risk appetite decisions and the setting of risk tolerance
levels, including, but not limited to, credit and liquidity nsk exposures of the business lines and
on a consolidated basis, are made and documented with an identification and consideration of,
new and emerging risks, adverse trends, and the additional risk management controls needed to
manage such risks and trends;

(c) measures to enhance the identification and reporting to Bancorp’s board
of directors and senior management of deviations from established risk limits and risk
management objectives; and

(d) steps so that compensation and other incentives provided to senior



management and other employees are risk sensitive and aligned with the long-term prudential
interests of Bancorp.
Credit Risk Management

2 Within 60 days of this Agreement, Bancorp shall submit to the Reserve Bank an
acceptable credit risk management plan to address and correct weaknesses identified by the
Rescrve Bank in Bancorp's risk rating process and to improve the accuracy of assigned credit
risk ratings (the “Credit Risk Management Plan™). The Credit Risk Management Plan shall
describe the specific actions that Bancorp proposes to take, and the timeframes for these actions.
The Credit Risk Management Plan shall, at a minimum, address, consider and include:

(a) Measures to enhance the intemnal credit risk rating system so that it s (i)
commensurate with the complexity of lending activities; (1) adequately integrated into the
institution's overall analysis of capital adequacy; and (ii1) supported by sutticient quantitative
analysis;

(b) strategies to minimize credit losses and reduce levels of problem assets:

(c) measures to enhance the accuracy and consistency of loan risk ratings
assigned by loan officers;

(d) measures to require that all documentation necessary to adequately assess
the current status and quality of each loan is maintained in the loan files; and

(e) measures to address weaknesses identified by the Reserve Bank in
problem loan accounting practices, including, but not limited to: loan reporting, troubled debt
restructuring identification process, use of specific loan loss reserves, and nonaccrual and

charge-oft practices.



Allowance for Loan and Lease Losses

3 (a) Within 60 days of this Agreement, Bancorp shall review and revisc, as
appropriate, its consolidated allowance for loan and lease losses (“"ALLL") methodology to
assurc that it is consistent with relevant supervisory guidance, including the Interagency Policy
Statements on the Allowance for Loan and [.ease [osses, dated July 2, 2001 (SR 01-17 (Sup))
and December 13, 2006 (SR 06-17). Bancorp shall submit a description of the methodology to
the Reserve Bank upon adoption.

(b) Within 60 days of this Agreement, Bancorp shall submit to the Reserve

Bank an acceptable written program to be implemented for determining, documenting, and
recording an adequate consolidated ALLL. The program shall include policies and procedures to
ensure adherence to the consolidated ALLIL methodology and provide for periodic reviews and
updates to the consolidated ALLL methodology, as appropniate. The program shall also provide
for a review of the consolidated ALLL by the board of directors on at least a quarterly calendar
basis. Any deficiency found in the consolidated ALLL shall be remedied in the quarter it is
discovered, prior to the filing of any required regulatory reports, by additional provisions. The
board of directors, acting through the Audit Committee, shall maintain written documentation of
its review, including the factors considered and conclusions reached by the Bancorp or any
nonbank subsidiary in determining the adequacy of the consolidated ALLL. Dunng the term of
this Agreement, Bancorp shall submit to the Reserve Bank, within 30 days after the end of each
calendar quarter, a written report regarding the board of directors’ quarterly review of the
consolidated ALLL. and a description of any changes to the methodology used in determining the
amount of consolidated ALLL for that quarter

(c) Bancorp shall, by the end of the quarter following the receipt of any



federal report of inspection, or more frequently if warranted, charge off all assets classified or
identified as “loss™ unless otherwise approved in wrting by the Reserve Bank.
Capital Plan

4 Within 15 days of this Agreement, Bancorp shall submit to the Reserve Bank an
acceptable written plan (the “Capital Plan”) to maintain sufficient capital at Bancorp, on a
consolidated basis. and at the Bank, as a separate legal entity on a stand-alone basis. The Capital
Plan shall describe the specific actions that Bancorp proposes to take, and the timeframes for
thesc actions. The Capital Plan shall, at a minimum, address, consider, and include:

(a)  The consolidated organization’s and the Bank’s current and future capital
requirements. including Bancorp’s compliance with the Capital Adequacy Guidelines tor Bank
Holding Companies: Risk-Based Measure and Tier 1 Leverage Measure, Appendices A and D of
Regulation Y of the Board of Governors of the Federal Reserve System (the “Board of
Governors™) (12 C.F.R. Part 225, App. A and D) and the applicable capital adequacy guidelines
tor the Bank issued by the Bank's federal regulator:

(b)  the adequacy of Bancorp’s and the Bank’s capital, taking into account the
volume of classified credits, concentrations of credit, ALLL, current and projected asset growth,
and projected net income and retained earnings;

(c)  enhancements to Bancorp’s stress testing and scenario analysis practices;,

(d)  the source and timing of additional funds necessary to fulfill the
consolidated organization’s and the Bank’s future capital requircments. as well as the impact that

the actions to generate such funds will have on projected net income and retained earnings;



(e) supervisory requests for additional capital at the Bank and the
requirements of any supervisory action imposed on the Bank by its federal regulator; and

() the requirements of section 225 4(a) of Regulation Y of the Board of
Governors (12 C F R § 225 4(a)) that Bancorp scrve as a source of strength to the Bank.

5. Bancorp shall notify the Reserve Bank in writing, no more than 30 days after the
end of any quarter in which any of Bancorp’s or the Bank's capital ratios (total risk based. Tier |
risk-based, or leverage) fall below the Capital Plan’s minimum ratios. Together with the
notification. Bancorp shall submit an acceptable written plan that details the steps that Bancorp
and/or the Bank will take to increase Bancorp’s and/or the Bank s capital ratios to or above the
plan’s minimums.

Liquidity and Funds Management

6 Within 15 days of this Agreement, Bancorp shall submit to the Reserve Bank an
acceptable written plan designed to improve management of the consolidated entity’s liquidity
position and funds management practices (the “Liquidity Plan™). The Liquidity Plan shall
describe the specific actions that Bancorp proposes to take and the timeframes for these actions.
The Liquidity Plan shall, at a minimum, address, consider, and include:

(a) Measures to enhance the monitoring and measurement of the consolidated
entity’s liquidity positions, including cash tflow projections to address futurc needs;

(b) measures to enhance the consolidated entity’s ability to meet short-term
funding needs, including the maintenance of an adequate liquidity cushion;

(c) a longer-term funding plan that includes strategies that do not rely on LS,

government funding programs or regulatory or supcrvisory walvers or eXxemptions;



(d)  acontingency funding plan that includes adverse scenario planning and
periodic reporting;

(e) specific liquidity targets and parameters, and the maintenance of sufficient
liquidity to meet contractual obligations and unanticipated demands:

(H) procedures to ensure discipline in adhering to liquidity targets and
parameters;

(g) systems to ensure that the consolidated organization's liquidity risk
management process addresses off-balance sheet exposures and funding alternatives in a
contingency liquidity plan; and

(h) measures to ensure periodic written reports to Bancorp’s board of directors
and sentor management on the consolidated entity’s current and projected liquidity positions,
including. but not limited to: (1) a complete review of the consolidated entity’s liquidity position
that includes the potential impact of demand upon liquidity artsing from all contingent
exposurcs; (11) an analysis of strategics or steps taken or to be taken to address variances from
targets and parameters; and (iii) a discussion of contingency plans if actual sources or uses of
funds vary matenally from projections.
Business Plan

7 Within 75 days of this Agreement, Bancorp shall submit to the Reserve Bank a

business plan to improve Bancorp’s overall financial condition (the “Business Plan™). The
Business Plan shall, at a minimum, provide for or describe:

(a) a comprehensive budget for the remainder of calendar year 2009 and the

calendar yecar 2010, including income statement and balance sheet projections:



(b) the operating assumptions that form the basis for, and adequately support,
major projected income, expense and balance sheet components: and

(c) a detailed description of any proposed restructuring (including any sales of
lines of business) of Bancorp's activitics.

Dividends and Distributions

8 (a) Bancorp shall not declare or pay any dividends without the prior written
approval of the Reserve Bank and the Director of the Division of Banking Supervision and
Regulation (the “Director”) of the Board of Governors.

(b) Bancorp shall not directly or indirectly take dividends or any other form of
payment representing a reduction in capital from the Bank without the prior written approval of
the Reserve Bank.

(c) Bancorp and its nonbank subsidiaries shall not make any distnbutions of
interest, principal or other sums on subordinated debentures or trust preferred securities without
the prior written approval of the Reserve Bank and the Director.

(d) All requests for prior written approval shall be received at least 30 days
prior to the proposed dividend declaration date, proposed distribution on subordinated
debentures, and required notice of deferral on trust preferred securities. All requests shall
contain, at a minimum, current and projected information, as approprate, on Bancorp’'s capital,
earnings, and cash flow; the Bank’s capital, asset quality, earnings, and ALLIL needs; and
identification of the sources of funds for the proposed payment or distribution. For requests to
declare or pay dividends, Bancorp must also demonstrate that the required declaration or

payment of dividends is consistent with the Board of Govemors’ Policy Statement on the



Payment of Cash Dividends by State Member Banks and Bank Holding Compantes, dated
November 14, 1985 (Federal Reserve Regulatory Service, 4-877 at page 4-323)
Debt and Stock Redemption

9 (a) Bancorp. and any nonbank subsidiary, shall not, dircctly or indirectly,
incur, increase, or guarantee any debt outside the ordinary course of business without the prior
written approval of the Reserve Bank. All requests tor prior written approval shall contain, but
not be limited to, a statement regarding the purpose of the debt, the terms of the debt, and the
planned source(s) for debt repayment, and an analysis of the cash flow resources available to
meet such debt repayment.

(b) Bancorp shall not, directly or indirectly, purchase or redeem any shares of
its stock without the prior written approval of the Reserve Bank.

Compliance with Laws and Regulations

10. (a) In appointing any new director or senior executive officer, or changing the
responsibilities of any senior execcutive officer so that the officer would assume a different senior
executive officer position, Bancorp shall comply with the notice provisions of section 32 of the
FDI Act (12 U S C § 18311) and Subpart H of Regulation Y of the Board of Governors
(12 CF.R.§§ 22571 ef seq.).

(b) Bancorp shall comply with the restrictions on indemnification and
severance payments of section 18(k) of the FDIT Act (12 U.S.C. § 1828(k)) and Part 359 of the
Federal Deposit Insurance Corporation’s regulations (12 C F R Part 359).

Compliance with the Agreement
I Within 10 days of this Agreement, Bancorp’s board of directors shall appoint a

committee (the “Compliance Committee™) to monitor and coordinate Bancorp’s compliance with



the provisions of this Agreement. The Compliance Committee shall include a majority of
outside directors who dre not executive officers or pnncipal shareholders of Bancorp or the
Bank, as defined in sections 215 2(e)(1) and 215.2(m)(1) of Regulation O of the Board of
Governors (12 CF R §8 215 2(e)( 1) and 215 2(m)(1)). The Compliance Committee shall meet
at least monthly, keep detailed minutes of each meeting, and report its findings to Bancorp’s
board of directors.
Approval and Implementation of Plans and Program

12 (a) Bancorp shall submit wntten plans and a program that arc acceptable to
the Reserve Bank as follows: (1) within 15 days of this Agreement, plans addressing paragraphs 4
and 6: and (11) within 60 days, a plan and program addressing paragraphs 2 and 3. Within 75
days of this Agreement, Bancorp shall submit written plans addressing paragraphs 1 and 7.

(b) Within 10 days of approval by the Reserve Bank (or submission with
respect to paragraphs 1 and 7), Bancorp shall adopt the plans and program referred to in
paragraph 12{(a). Upon adoption, Bancorp shall promptly implement the plans and program, and
thereafter fully comply with them,

(c) During the term of this Agreement. the plans and program shall not be
amended or rescinded without the prior written approval of the Reserve Bank.

Progress Reports

13. (a) Within 30 days after the end of each calendar quarter following the date of
this Agreement. Bancorp shall submit to the Reserve Bank written progress reports detailing the
form and manner of all actions taken to secure compliance with this Agreement and the results

thereof.



(b) On an ongoing basis, Bancorp shall promptly provide the Reserve Bank
with the following reports as they become available: (i) minutes of the meetings of Bancorp's
board of directors; (i1) minutes of the meetings of the audit and risk management committees of
Bancorp’s board of directors; (ii1) minutes of the monthly meetings of the asset liability
committee; (1v) minutes of the quarterly meetings of the capital committee; (v) daily cash
position reports; (vi) weekly parent-only cash flow forecasts; (vii) weekly consolidated cash flow
forecasts; (vii1) daily liquidity update reports showing client funding requests and loan/credit
collections by business scgment, business unit, and by facility type. ongoing initiatives on new
funding and asset sales, and derivative terminations; monthly reports of debt maturities; (1x)
enterprise nsk management reports; (x) rating agency action releases; (x1) reports of all contacts
and discussions with rating agencies; (xi1) secured borrowing facilities reports; (x111) monthly
reports of margin sensitivity analysis; (xiv) monthly reports of business scgment income: (Xv)
standardized board and board level committee liquidity risk management reporting packages;
and (xvi) monthly derivative valuation reports.

Communications
14 All communications regarding this Agreement shall be sent to:

(a) Lance Auer
Vice President
Federal Reserve Bank of New York
33 Liberty Street
New York, NY 10045

(b) Robert Ingato
Executive V.P., General Counsel and Secretary
CIT Group Inc.

One CIT Dnve
Livingston, NJ 0704 ]



Miscellaneous

1S Notwithstanding any provision of this Agreement, the Reserve Bank may. in its
sole discretion, grant written extensions of time to Bancorp to comply with any provision of this
Agreement.

16. The provisions of this Agreement shall be binding upon Bancorp and its
institution-aftiliated parties, in their capacities as such, and their successors and assigns.

17. FEach provision of this Agreement shall remain effective and enforceable until
stayed, modified. terminated, or suspended in writing by the Reserve Bank.

18. The provisions of this Agreement shall not bar, estop, or otherwise prevent the
Board of Governors, the Reserve Bank. or any other federal or state agency from taking any
other action affecting Bancorp, the Bank, any nonbank subsidiary of Bancorp, or any of their
current or former institution-affiliated partics and their successors and assigns.

19, Pursuant to Section S0 of the FDI Act (12 U.S.C. § 1831aa), this Agreement 1s

enforceable by the Board of Governors under section 8 of the FDI Act (12U S C § 1818).

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed as of

the 12th day of August, 2009.

CIT GROUP INC. FEDERAL RESERVE BANK
OF NEW YORK

By /s/ Jeffrey M Peck By /s/ William I Rutledge
Jeffrey M. Peek William L.. Rutledge
Chairman and Chief Executive Officer Executive Vice President












































































































UNITED STATES OF AMERICA
BEFORE THE
BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON, D.C

STATE OF

INDIANA DEPARTMENT OF FINANCIAL INSTITUTIONS
INDIANAPOLIS, INDIANA

Written Agreement by and among
Docket No. 08-035-WA/RB-HC

IRWIN FINANCIAL CORPORATION 08-035-WA/RB-SM
Columbus, Indiana
[RWIN UNION BANK AND TRUST
COMPANY
Columbus, Indiana
FEDERAL RESERVE BANK
OF CHICAGO
Chicago, Illinois
and
INDIANA DEPARTMENT OF FINANCIAL
INSTITUTIONS
Indianapolis, Indiana

WHEREAS,; in recognition of their common goal to maintain the financial soundness of
Irwin Financial Corporation, Columbus, Indiana (“Irwin™), a registered bank holding company,
and 1ts subsidiary bank, Irwin Union Bank and Trust Company, Columbus, Indiana (the “Bank™).
an Indiana state chartered bank that 1s a member of the Federal Reserve System, Irwin, the Bank,
the Federal Reserve Bank of Chicago (the “Reserve Bank™). and the Indiana Department of

Financial Institutions (the “DFI”7) have mutually agreed to enter into this Written Agreement

(the “Agreement™);



WHEREAS, on October 10, 2008, the boards of directors of Irwin and the Bank at duly
constituted meetings adopted resolutions authorizing and directing William 1. Miller to enter into
this Agreement on behalf of Irwin and the Bank and consenting to compliance with each and
every provision of this Agreement by Irwin and the Bank, as applicable, and their institution-
affiliated partics, as defined in sections 3{u) and 8(b)(3) of the Federal Deposit Insurance Act. as
amended (the “FDI Act™) (12 U.S.C. §§ 1813(u) and 1818(b)(3)).

NOW, THEREFORE, Irwin. the Bank. the Reserve Bank, and the DFI agree as follows:
Board Oversight

I Within 30 days of this Agreement, the board of directors of Irwin and the Bank
shall submit to the Reserve Bank and the DFI a joint written plan to strengthen board oversight
of the management and operations of Irwin and the Bank. The plan shall, at a minimum,
address, consider, and include:

(a) The actions that the respective boards of directors will take to continuc to
improve Irwin’s and the Bank’s condition and maintain effective control over, and supervision
of, Irwin’s and the Bank’s senior management and major operations and activities. including but
not limited to, lending, credit administration, management of credit concentrations, and funds

managemert,

(b) a description of the information and reports that will be regularly reviewed
by the respective boards of directors in their oversight of the operations and management of
Irwin and the Bank. including information on the Bank’s adversely classified asscts,
concentrations of credits, allowance for loan and lease losses (“AL.LL"), earnings, and liquidity;

and



(c) continued efforts to enhance the organization’s risk management
framework and tools.
Management Review
2. Within 30 days of this Agreement, the Bank shall submit to the Reserve Bank and
the DFI a report prepared by the independent consultant, who was previously retained by the Bank
and approved by the Reserve Bank and the DFI, regarding its assessment of the Bank's

management, including the qualifications and performance of all senior Bank management.

3 Within 60 days of this Agreement, the board of directors shall take steps based on
the independent consultant’s report to hire additional or replacement officers as are needed to
properly manage the Bank.

Liquidity/Funds Management

4 (a) Within 30 days of this Agreement, Irwin and the Bank shall submit to the
Reserve Bank and the DFI an acceptable joint written liquidity/funds management plan designed
to improve management of Irwin’s and the Bank’s liquidity positions and funds management
practices. The plan shall, at a minimum, address, consider, and include:

(1) Steps to diversify sources of funding and reduce reliance on short-
term wholesale funding;
(1) appropriate measures to monitor Irwin’s and the Bank's liquidity
position;
(111)  the maintenance of sufficient liquidity to mect contractual
obligations and unanticipated demands,; and

(iv)  enhanced reporting to the boards of directors regarding liquidity.

et



(b) Within 30 days of this Agreement, Irwin and the Bank shall submit to the

Reserve Bank and the DFI an updated joint contingency funding plan that, at a minimum,
identifies available sources of liquidity and includes adverse scenario planning.
Capital Plan

5 (a) Within 30 days of this Agreement, Irwin and the Bank shall submit to the
Reserve Bank and the DFI an acceptable joint written capital plan (the “Capital Plan™) that will, at a
minimum, ensure that Irwin, on a consohidated basis, and the Bank, as 4 separate legal entity on g
stand-alone basis, maintain sufficient capital. The plan shall, at a minimum, address, consider, and
include:

(1) Irwin’s current and future capital requirements, including

compliance with the Capital Adequacy Guidelines for Bank Holding Companies: Risk-Based
Measure and Tier |1 Leverage Measurce, Appendices A and D of Regulation Y of the Board of

Governors of the Federal Reserve System (the “Board of Governors™)

(12 C.F R Part 225, App. A and D);

(1) the Bank’s current and future capital requirements, including
compliance with the Capital Adequacy Guidelines for State Member Banks: Risk-Based Measure
and Tier 1 Leverage Measure, Appendices A and B of Regulation H of the Board of Govemors

(12 C.F.R. Part 208, App. A and B);

(ii1)  the volume of the Bank’s adversely classified assets,
concentrations of credit, adequacy of the ALLL, planned growth of assets. and anticipated level

of retained earnings; and



(iv)  the source and timing of additional funds that may be nceded to
fulfill ITrwin’s and the Bank's future capital requirements and the ALLIL needs of the Bank.

(b) The boards of directors of Irwin and the Bank shall review the sufficiency
of the capital position of Irwin and the Bank on a monthly basis and shall reflect such reviews in
the minutes of their respective board of directors’” mectings.

Allowance for L.oan and L.ease Losses

6 (a) The Bank shall, within 30 days from the reccipt of any federal or state
report of examination, charge off all assets classified “loss™ unless otherwise approved in writing
by the Rescrve Bank and the DFL

(b) Within 90 days of this Agreement, the Bank shall review and revise its
ALLL methodology consistent with relevant supervisory guidance. including the Interagency
Policy Statements on the Allowance for L.oan and l.ease [.osses, dated July 2, 2001 (SR 01-17
(Sup)) and December 13, 2006 (SR 06-17), and the findings and recommendations regarding the
ALLL set forth in the Supervisory Letter dated May 6, 2008 and subsequent examinations, and
submit a description of the revised methodology to the Reserve Bank and the DFI. The revised
ALLL methodology shall be designed to maintain an adequate ALLIL and shall address,
consider, and include, at a minimum. the reliability of the Bank's loan grading system, the
volume of criticized loans, concentrations of credit, the current level of past due and
nonperforming loans, past loan loss experience, evaluation of probable losscs in the Bank's loan
portfolio, including adversely classified loans, and the impact of market conditions on loan and

collateral valuations and collectibility.

(c) Within 90 days of this Agreement, the Bank shall submit to the Reserve

Bank and the DFI an acceptable written program for the maintenance of an adequate ALLL. The



program shall include policies and procedures to ensure adherence to the revised ALLL
methodology and provide for periodic reviews and updates to the ALLL methodology, as
appropriate. The program shall also provide for a review of the ALLL by the board of directors
on at least a quarterly calendar basis. Any deficiency found in the ALLL shall be remedied in
the quarter it is discovered, prior to the filing of the Consolidated Reports of Condition and
Income, by additional provisions. The board of directors shall maintain written documentation
of its review, including the factors considered and conclusions reached by the Bank in
determining the adequacy of the ALLL. During the term of this Agreement, the Bank shall
submit to the Reserve Bank and the DFI, within 30 days after the end of cach calendar quarter, a
written report regarding the board of directors’ quarterly review of the ALLIL and a description

of any changes to the methodology used in determining the amount of ALLL for that quarter.

Dividends
7. (a) Irwin and the Bank shall not declare or pay any dividends without the
prior written approval of the Reserve Bank, the Director of the Division of Banking Supervision

and Regulation of the Board of Governors (“Director”), and, as to the Bank, also the DFI.

(b) Irwin shall not take, and the Bank shall not make, any other form of
payment representing a reduction in capital from the Bank without the prior written approval of
the Reserve Bank and, as to the Bank, also the DFL

(c) Irwin and its nonbank subsidiaries shall not make any distributions of
interest, principal, or other sums on subordinated debentures or trust preferred sccurities without
the prior written approval of the Reserve Bank and the Director.

(d) All requests for prior approval shall be received at least 30 days prior to

the proposed dividend declaration date, proposed distribution on subordinated debentures, and



required notice of deferral on trust preferred sccurities.  All requests shall contain, at minimum,
current and projected information, as appropriate, on Irwin’s capital, earnings, and cash flow; the
Bank’s capital, asset quality. earnings and ALLL: and the identification of the sources of funds
for the proposed payment or distribution.  For requests to declare or pay dividends, Irwin and
the Bank, as appropriate, must also demonstrate that the requested declaration or payment of
dividends 1s consistent with the Board of Governors™ Policy Statement on the Payment of Cash
Dividends by State Member Banks and Bank Holding Companies, dated November 14, 1985
(Federal Reserve Regulatory Service, 4-877 at page 4-323) and, as to the Bank, with the
limitations contained in Ind. Code 28-13-4 ¢f seq.
Debt and Stock Redemption

8 (a) Irwin and its nonbank subsidiaries shall not, directly or indirectly, incur,
increase, or guarantee any debt without the prior written approval of the Reserve Bank. All
requests for prior written approval shall contain, but not be limited to, a statement regarding the
purpose of the debt, the terms of the debt, and the planned source(s) for debt repayment, and an
analysis of the cash tlow resources available to meet such debt repayment.

(b) Irwin shall not, directly or indirectly, purchase or redeem any shares of its

stock without the prior written approval of the Reserve Bank.

Strategic Plan and Budget

9 (a) Within 60 days of this Agreement, Irwin and the Bank shall submit to the
Reserve Bank and the DFI, a three-year strategic plan and a 2009 operating plan and budget for
Irwin on a consolidated basis, and the Bank, as a separate legal entity, on a stand-alone basis,
that shall, at a minimum, address, consider, and include:

(1) goals and strategies for improving Irwin’s and the Bank's earmings;



(1) the responsibilitics of the board of directors regarding the
definition, approval, implementation, and monitoring of the earnings plan and budget;

(1)  an identification of the major areas in, and means by which the
board of directors and management shall seek to improve Irwin’s and the Bank’s earnings and
operating performance; and

(iv)  acomprehensive budget that includes the operating assumptions
that form the basis for. and adequately support. major projected income and expensc
components.

(b) Irwin and the Bank shall establish a monthly review process to monitor
Irwin’s and the Bank’s financial performance and to compare the actual income and expenses to
budgetary projections. Irwin and the Bank shall submit a monthly report regarding its financial
performance to the Reserve Bank and the DFI within ten days of the end of each month,

(c) A business plan and budget for cach calendar year subsequent to 2009
shall be submitted by Irwin and the Bank to the Reserve Bank and the DF1 at least 30 days prior
to the beginning of that calendar year.

Compliance with Laws and Regulations

10 In appointing any new dircctor or scnior exccutive officer, or changing the
responsibilities of any senior executive officer so that the officer would assume a different senior
gxccutive ofticer position, Irwin and the Bank shall comply with the notice provisions of scction
32 of the FDT Act (12 U.S.C. § 18311) and Subpart H of Regulation Y of the Board of

Governors (12 CF R §8§ 225 71 et seq.)



I Irwin and the Bank shall comply with the restrictions on indemnification and
severance payments of section 18(k) of the FDI Act (12 U.S.C. § 1828(k)) and Part 359 of the
Federal Deposit Insurance Corporation’s regulations (12 C F R Part 359).

Compliance with the Agreement

12 (a) Within 10 days of this Agreement, the boards of directors of Irwin and the
Bank shall appoint a joint committee (the “Compliance Committee™) to monitor and coordinate
Irwin’s and the Bank’s compliance with the provisions of this Agreement The Compliance
Committee shall include at least three outside directors who are not executive officers or
principal shareholders of Irwin or the Bank, as defined in sections 215 2(e)(1) and 215 2(m)(1)
of Regulation O of the Board of Governors (12 CF.R. §§215.2(e)(1) and 215.2(m)(1)). Ata
minimum, the Compliance Committee shall meet at lecast monthly, keep detailed minutes of each
meeting, and report its findings to the boards of directors.

(b) Within 30 days after the end of each calendar quarter following the date of
this Agreement, [rwin and the Bank, as applicable, shall submit to the Reserve Bank and the DFI
written progress reports detailing the form and manner of all actions taken to secure compliance
with this Agreement and the results thereof.

Approval, Implementation, and Progress Reports

~

13 (a) Irwin and the Bank. as applicable, shall submit written plans and a
program that are acceptable to the Reserve Bank and the DFI within the applicable time periods
sct forth in paragraphs 4, 5 and 6(c) of this Agreement.

(b) Within 10 days of approval by the Reserve Bank and the DFI, Irwin and

the Bank. as applicable, shall adopt the approved plans and program. Upon adoption, Irwin and



the Bank, as applicable, shall promptly implement the approved plans and program, and
thereafter fully comply with them.

(c) During the term of this Agreement, the approved plans and program shall
not be amended or rescinded without the prior written approval of the Reserve Bank and the DFI.
Communications

14, All communications regarding this Agreement shall be sent to:

(a) Ms. Cathy Lemicux

Senior Vice President
Federal Reserve Bank of Chicago
230 South L.aSalle Street
Chicago. lllinois 60690
(b) Ms. Judith G. Ripley
Director
Indiana Department of Financial Institutions

30 South Meridian Street, Suite 300
Indianapolis, Indiana 46204

(c) Mr. William I, Miller, Chairman, and Chief Executive Ofticer
Irwin Financial Corporation
Irwin Union Bank and Trust Company
500 Washington Street
Columbus, IN 47202-0929
Miscellaneous

1S Notwithstanding any provision of this Agreement to the contrary, the Reserve
Bank and the DFI may, in their sole discretion, grant written extensions of time to Irwin and the
Bank to comply with any provision of this Agreement.

16.  The provisions of this Agreement shall be binding upon Irwin, the Bank and their

institution-aftiliated parties, in their capacitics as such, and their successors and assigns.

17 Each provision of this Agreement shall remain effective and enforceable until

staved, modified, terminated, or suspended in writing by the Reserve Bank and the DFI.



18

The provisions of this Agreement shall not bar, estop or otherwise prevent the

Board of Governors, the Reserve Bank, the DFT or any other federal or state agency from taking

any other action affecting Irwin, the Bank, any nonbank subsidiaries of Irwin, or any of their

current or former institution-affiliated parties and their successors and assign s.

19.

Pursuant to section 50 of the FDI Act (12 U S .C §183 1aa), this Written

Agreement is enforceable by the Board of Governors under section 8 of the FDI Act (12 U.S.C.

§ 1818). This Written Agreement is enforceable by the DFI under Ind. Code 28-11-4-10

IN WITNESS WHEREOQF, the parties have caused this Agreement to be executed as of

this 10" day of October, 2008.

IRWIN FINANCIAL CORPORATION

/s/ William [ Miller
William [. Miller
Chairman and Chief Executive Ofticer

By:

[RWIN UNION BANK AND TRUST
COMPANY

s/ William [ Miller
William 1, Miller
Chairman and Chief Executive Officer

By:

FEDERAL RESERVE BANK OF CHICAGO

/s/ Cathy Lemieux
Cathy Lemieux
Senior Vice President

By:

INDIANA DEPARTMENT OF FINANCIAL
INSTITUTIONS

By /s/ Judith G. Ripley
Judith G. Ripley

Director

















































FEDERAL DEPOSIT INSURANCE CORPORATION
WASHINGTON, D.C.

AND

NEW MEXICO FINANCIAL INSTITUTIONS DIVISION
SANTA FE, NEW MEXICO

In the Matter of CONSENT ORDER
SOUTHWEST CAPITAL BANK
ALBUQUERQUL, NEW MEXICO FDIC-19-0191b

(INSURED STATE NONMEMBER BANK) ['ID-2019-BK-01

T

The Federal Deposit Insurance Corporation (“FDIC”) 1s the appropriate Federal banking
agency for SOUTHWEST CAPITAL BANK, ALBUQUERQUE, NEW MEXICO, (“Bank”),
under 12 U.S.C. § 1813(qg).

The New Mexico Financial Institutions Division ("FID") is the appropriate state banking
agency for the Bank, under Article 1, of Chapter 58 of the New Mexico Statutes, § 58-1-1 NMSA
1978, et seq.

The Bank, by and through its duly clected and acting board of directors (“Board”), has
exccuted a “STIPULATION TO THE ISSUANCE OI' A CONSENT ORDER” ("STIPULATION™),

dated February 5, 2020, that is accepted by the FDIC and FID. With the Stipulation, the Bank has

consented, without admitting or denying any charges of unsafe or unsound banking practices or
violations of law or regulation, to the issuance of this CONSENT ORDER (“ORDER™) by the

FDIC and the FID.



Having determined that the requirements for issuance of an order under 12 U.S.C. §
1818(b) and § 58-1-34 NMSA 1978, have been satisfied, the DIC and the FID hereby order that:
l. Within 30 days of the date of this ORDER, the Board shall achieve and thereafter
maintain the following minimum capital ratios, as defined in Part 324 of the FDIC Rules and
Regulations:
Leverage Ratio 10%

Total Capital Ratio 13%

Should the Board clect to opt into the Community Bank Leverage Ratio
framework, the minimum leverage ratio will be greater than 9.00% and will replace the minimums
described above. Regardless, these ratios shall be achieved and maintained through retention of
earnings, collection of charged-off assels, reduction in total assets, sale of ncw equity, or any
combination thercof. Any increase in Tier 1 Capital necessary to meet the capital maintenance
requircments of this ORDER may not be accomplished through a deduction from the Bank's
ALLL.

DIVIDEND RESTRICTION

2. Following the date of this ORDI'R, the Bank shall not pay any cash dividends
without the prior written consent from the Director of the Financial Institutions Division of New
Mexico (“Dircetor”) and the Regional Director for the FDIC’s Dallas Regional Office (“Regional
Director™). Written requests for such approval shall be submitted at least 45 days prior to the

anticipated dividend declaration date.



MANAGEMENT — BOARD SUPERVISION

3. Within 30 days after the effective date of this ORDER, the Bank's Board shall
increase its participation in the affairs of the Bank by assuming full responsibility for the approval
of the Bank's policies and objectives and for the supervision of the Bank's management, including
all the Bank's activitics. The Board's participation in the Bank's affairs shall include, at a
minimum, monthly meetings in which the following areas shall be reviewed and approved by the
Board: reports of income and expenses; new, overdue, renewed, restractured, insider, charged-off,
delinquent, nonaccrual, and recovered loans; investment activities; operating policies;
organizational changes, including staff hiring, promotion, demotion, reassignment, termination
and attrition; and, individual committec actions. The Bank's Board minutes shall document the
Board's reviews and approvals, including the names of any dissenting directors.

MANAGEMENT

4, (a) The Bank shall have and retain qualificd officers within management. Each
member of management shall possess qualifications and experience commensurate with his or her
duties and responsibilities at the Bank. The qualifications of management personnel shall be
cvaluated on their ability to:

1. Comply with the requirements of the ORDER;

2. Operate the Bank in a safe and sound manner;

3. Comply with applicable laws and regulations; and

4. Restore all aspects of the Bank to a safe and sound condition, including
improving the Bank's assct quality, capital adequacy, carnings, management

cffectiveness, and its sensitivity to market risk,



(b) While this ORDER is in effect, the Bank shall notify the Regional Director and

the Director in writing of any changes of any Senior Executive Officers. The notification must

include the name(s) and background(s) of any such Senior Executive Officers and must be

provided 30 days prior to the individual{s) assuming the new position(s).

MANAGEMENT PLAN

5. (a) Within 60 days aftcr the effective date of this ORDER, the Bank shall retain a bank

consultant or employee acceptable to the Regional Dircctor and the Director. The

consultant or employee shall develop a written analysis and assessment of the Bank's

management and staffing needs ("Management Plan") for the purpose of providing

qualified management for the Bank. The Bank shall provide the Regional Dircctor and the

Director with a copy of the proposed engagement letter or contract with the consultant for

review before it is executed, or in the case of an employee a Board resolution approving

the scope of work of the review. The engagement letter, contract, or scope of work, at a

minimuni, should include:

1.

h

A description of the work to be performed under the contract,
engagement letter, or scope of work;

The responsibilities of the consultant/employce and procedures for
reporting review results;

An identification of the professional standards covering the work 1o
be performed;

Identification of the specific procedures to be used when carrying
out the work to be performed;

The qualilications of the consultant or cmployee(s) who arc to



6.

perform or oversee the work;

The time [rame for completion of the work;

7. Any restrictions on the use of the reported findings; and

8. A provision for unrestricted examiner access to work papers.

(b) The Management Plan shall be developed within 120 days after the effective date of

the approval of the consultant/employee engagement letter, contract, or scope of work. The

Management Plan shall include, at a minimum:

1.

Identification of both the type and number of officer positions
needed to properly manage and supervise the affairs of the Bank;
Identification and establishment of such Bank committees as are
needed to provide guidance and oversight to active management;
Evaluation of all Bank officers and staff members to determine
whether these individuals possess the ability, experience, and other
qualifications required to perform present and anticipated duties,
including adherence to the Bank's established policies and practiccs,
and restoration and maintenance of the Bank in a safe and sound
condition; and

A plan to recruit and hirc any additional or replacement personnel if
necessary with the requisite ability; experience and other
qualifications to f{ill thosc officer [or staff member] positions

identified in the Management Plan.

(¢) The Management Plan shall be submitted to the Regional Director and the Director for

review, comment, and approval upon its completion. Within 30 days from the receipt of



any comments from the Regional Director and the Director, and after the adoption of any
recommended changes, the Bank shall approve the Management Plan, and record its
approval in the minutes of the Board meeting. Thercafter, the Bank, its directors, officers,
and employees shall implement and follow the Management Plan and/or any subsequent
modification, subject to approval by the FDIC and the I'ID.

REDUCTION OF CLASSIFIED ASSETS

6. Within 30 days of the date of this ORDER, the Board shall develop a written plan
to reduce the volume of all adversely classificd assets and submit the plan to the Regional Director
and the Director for approval. The plan shall include a schedule cstablishing target Icvels of
classified assets, including as a percentage of Tier 1 Capital - Allowance for [.oan and Lease
Losses (“AlLLL”), at the end of each calendar quarter. The plan shall account for all classified
assets listed in the Report and be updated as warranted to include any significant assets
subsequently classified internally or by regulatory authorities. The plan will also include the
rationale used in formulating the reduction schedule. Quartcrly, the Board will review and
compare actual and targeted levels of classified asscts, discuss the reasons for any material
deviations from the plan, and document the review in the minutes.

RESTRICTIONS ON ADDITIONAL ADVANCES

7. During the term of this ORDER, the Bank shall not extend, directly or indirectly,
any additional credit to, or for the benefit of, any borrower whose extension of credit is classified
“Doubtful” or “Substandard”, unless the Board has signed a detailed written statement giving
reasons why failure to extend such credit would be detrimental to the Bank. The statement shall

be placed in the appropriate loan file and included in the minutes of the applicable Board meeting.



The requircments of this provision shall not prohibit the Bank from renewing credit alrcady
extended to a borrower after full collection, in cash, of all interest due from the borrower.

NONACCRUAL LOANS

8. Within 30 days from the date of this ORDER, the Board shall adopt procedures to
ensure that any loans meeting the definition of “nonaccrual,” as contained in the Instructions for
Preparation of Reports of Condition and Income, are placed on nonaccrual status.

LOAN REVIEW PROGRAM

9. Within 60 days of the datc of this ORDER, the Board shall implement a loan review
program to periodically revicw the Bank's loan portfolio and identify and categorize problem
credits. The loan review program should be governed by a written loan review policy that shall
be submitted to the Director and the Regional Director for approval. The loan review policy shall
address the following components of the loan review program:

a) The responsibility for conducting the loan reviews (internal or external};

b} The frequency and scope of loan reviews;

¢) The identification of cach problem loan by type and amount;

d) The identification of loans not in conformance with the Bank's lending policy,

loan covenants, or applicable laws and regulations;

¢) The method of reporting findings, including an assessment of the overall quality
of the loan portfolio, to the Board; and

f) The documentation requirements for workpapers to support assigned credit

grades.



ALLOWANCE FOR LOAN AND LEASE LOSSES

10. Fffective immediately, the Board shall establish an adequate ALLL, and such
ALLL shall be established by charges to current operating earnings. In complying with this
requirement of the ORDER, the Board shall review the adequacy of the ALLL prior to the end of
each calendar quarter and make any necessary provisions to the ALLL. The methodology used
shall be in conformance with outstanding accounting and regulatory guidance. The rcsults of the
ALLL adequacy review shall be rccorded in the minutes of the Board meeting at which the review
was undertaken.

INTERNAL CONTROL

11.  Within 30 days of the date of this ORDER, the Board shall establish and implement
an effective internal control structure. The internal control structure shall ensure the cstablishment
of an appropriate internal audit program that provides procedures for testing the validity and
reliability of operating systems, procedural controls, and resulting records. The internal auditor
shall report quarterly to the Bank’s board of directors. The report and any comments made by the
directors regarding the internal auditor’s report shall be noted in the minutes of the Bank’s board
of directors’ meeting. The Board shall ensure that necessary action is taken to eliminate or correct
all internal routine and control deficiencies described in the report, and a system to prevent
recurrence developed and implemented.

BSA - INTERNAL CONTROLS / SUSPICIOUS ACTIVITY MONITORING

12.  The system of internal controls shall provide policies, procedures, processes, and
systems for identifying, evaluating, monitoring, investigating, and reporting suspicious activity in
the Bank’s products, accounts, customers, services, and geographic arcas, including but not limited

to:



a)

b)

d)

I:stablishment of meaningful rules and thresholds for identifying accounts and
customers for further monitoring, revicw, and analyses and the validation of
rules and thresholds;

Periodic testing and monitoring of such rules and thresholds for their
appropriateness to the Bank’s products, customers, accounts, services, and
geographic areas;

Review of cxisting systems to ensure adequate referral of information about
potentially suspicious activity through appropriate levels of management,
including a policy for determining action to be taken in the cvent of multiple
filings of SARs on the same customer, or in the event a correspondent or other
customer fails to provide due diligence information. Such procedures shall
describe the circumstances under which an account should be closed and the
processes and procedures to be followed in doing so;

Procedures, processes, and systems for each business arca of the Bank to
produce periodic reports designed to identify unusual or suspicious activity, to
monitor and evaluate unusual or suspicious activity, and to maintain accurate
information needed to produce these reports with the following features:

1. The Bank’s procedures and/or systems should be able to identily
related accounts, countrics of origin, location of the customer’s
businesscs and residences to evaluate patterns of activity; and

2. The periodic reports should cover a broad range of time frames,

including individual days, a number of days, and a number of



months, as appropriate, and should scgregate transactions that posc
a greater than normal risk for non-compliance with the BSA;

e) Documentation of management’s decisions to not to file a SAR;

) Systems to ensure the timely, accurate, and complete filing of reports required
by law. The written procedures must particularly ensure the accuracy of SARs
and CTRs. The written procedures will ensure report accuracy, and require a
secondary review process to ensure crrors are identified and corrected prior to

report submission.

CALL REPORT AMENDMENTS

13.  Within 30 days of the date of this ORDER, the Board shall ensure that amendments
to the June 30, 2019, and December 31, 2018, Reports of Condition and lncome are filed. The
Board shall also adopt procedurcs to ensure accurate reporting in the future.

VIOLATIONS

14.  Within 30 days of the date of this ORDER, the Board shall, consistent with sound
banking practices, cnsure that all apparent violations cited in the August 5, 2019 Report of
Cxamination (2019 ROE) are corrected. The Board shall also adopt procedures to prevent

recurrence of apparent violations.

PROGRESS REPORTS

15. The Board shall provide written reports to the Director and Regional Director
outlining its progress toward complying with each provision of this ORDER. The Beard will

provide these reports within 30 days after cach calendar quarter end. This requirement for progress
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(10)

(1)

(12)

(13)

(14)

(15)

prior to the addition of any individual to the board of directors or the
employment of any individual as a senior executive officer of the Bank.
With respect to any proposed director or senior executive officer of the
Bank, the Bank shall take such action(s) as the FDIC Atlanta Regional
Director may require if the FDIC objects to any such person based on
information obtained during a background check. The term "senior
executive officer” shall have the meaning set forth in 12 C.F.R.303.101.

That the Bank shall provide to the FDIC Atlanta Regional Director, the
final employment agreements, Organizer's Stock Warrant Plan, and
compensation arrangements (including bonus plans) for the Bank's senior
executive officers, and obtain the prior written non-objection of the FDIC
Atlanta Regional Director for those agreements and compensation
arrangements prior to execution if they were not previously reviewed by
the FDIC as part of the application for deposit insurance.

During the first three years of operation, the institution shall submit
copies of and obtain the written non-objection of the FDIC Atlanta
Regional Director prior to implementing any stock benefit plan, including
with respect to stock options, stock warrants, stock grants, or other similar
stock-based compensation.

During the first three years of operation, the institution shall submit
written notice at least 60 days prior to, and obtain the FDIC Atlanta
Regional Director’s written non-objection prior to implementing any
major change to or material deviation from any previously submitted
stock benefit plan.

That the persons selected to serve as the Chief Credit Officer shall be
acceptable to the FDIC Atlanta Regional Director.

That the third party IT contracts are subject to regulatory review and non-
objection.

That an accrual accounting system be adopted for maintaining the financial
records of the Bank in accordance with U.S. Generally Accepted Accounting
Principles.

That sufficient fidelity coverage on the bank’s active officers and employees to
conform with generally accepted banking practices be obtained prior to opening
for business;

That the bank obtain an audit of its financial statements by an independent public
accountant annually for at least the first three years after deposit insurance 1s
effective and submit to the Atlanta Regional Office: (i) a copy of the audited
annual financial statements and the independent auditor’s report within 90 days
following the end of the bank’s fiscal year; (11) a copy of any other reports by the
independent auditor (including any management letters) within 15 days of receipt
by the Bank; and (ii1) written notification within 15 days when a change in 1its
independent auditor occurs.







FEDERAL DEPOSIT INSURANCE CORPORATION

Re: Community Bank of the Carolinas
(In Organization)
Winston-Salem, Forsyth County, North Carolina

Application for Federal Deposit Insurance
STATEMENT

Pursuant to the provisions of Section 5 of the Federal Deposit Insurance Act ("FDI Act”) (12
U.S.C. § 1815), the Federal Deposit Insurance Corporation ("FDIC") received an Interagency
Charter and Federal Deposit Insurance Application on behalf of Community Bank of the
Carolinas, a proposed new state nonmember-bank that will be located in Winston-Salem,
North Carolina ("Bank™"). The organizers concurrently applied to the North Carolina
Commissioner of Banking ("State™) for a state bank charter and is awaiting the State’s
conditional approval.

Notice of the Federal deposit insurance application, in a form approved by the FDIC, was
published pursuant to the FDI Act on May 14,2018.

The organizers have not established a bank holding company. The opening capital of the
Bank will be obtained from a private offering of 2,466,522 shares of common stock at a price
of $11.00 per share. The Bank's business plan is to operate a state nonmember bank that
serves individuals and small- and medium-sized businesses located in Forsyth County, North
Carolina. The Bank will offer traditional products and services and will be overseen by an
experienced management team, including a diversified and knowledgeable Board of
Directors who is committed to serving the Bank's local community.

The Bank will operate with sufficient capital and managerial resources to accomplish the
strategies and goals in the business plan. The Bank will be capitalized with an amount
sufficient to achieve and maintain a Tier 1 capital to assets leverage ratio, as defined in the
capital regulations of the FDIC, of not less than eight percent (8.00%) throughout the Bank's
first three years of operation. Projected growth and earnings appear attainable. The Bank's
plans appear to satisfy the convenience and needs of the community. Corporate powers to be
exercised are consistent with the purposes of the FDI Act, and no undue risk to the Deposit
Insurance Fund is evident.

Accordingly, based upon a careful evaluation of all available facts and information, and in
consideration of the factors of Section 6 of the FDI Act, the Atlanta Regional Director,
pursuant to delegated authority, has concluded that approval of the application is warranted,
subject to certain prudential conditions.

REGIONAL DIRECTOR
DIVISION OF RISK MANAGEMENT SUPERVISION
FEDERAL DEPOSIT INSURANCE CORPORATION






FEDERAL DEPOSIT INSURANCE CORPORATION

Re: CommerceOne Bank
(In organization)
Birmingham, Jefferson County, Alabama

Application for Federal Deposit Insurance
STATEMENT

Pursuant to the provisions of Section 5 of the Federal Deposit Insurance Act (“FDI Act™) (12
U.S.C. § 1813), the Federal Deposit Insurance Corporation (“FDIC”) received an Interagency
Charter and Federal Deposit Insurance Application on behalf of CommerceOne Bank, a
proposed new state nonmember bank that will be located in Birmingham, Alabama (“Bank™).
The organizers concurrently applied to the Alabama State Banking Department (“State”) for a
state bank charter and received the State’s conditional approval on March 14, 2018.

Notice of the Federal deposit insurance application, in a form approved by the FDIC, was
published pursuant to the FDI Act on January 12, 2018.

The organizers have not established a bank holding company. The opening capital of the
Bank will be realized from a public offering of 3,000,000 shares of common stock at a price
of $10.00 per share. The Bank’s business plan is for a state nonmember bank that serves
small- and medium-sized businesses and individuals located in Jefferson County, Alabama.
The Bank will offer traditional products and services and will be overseen by an experienced
management team, including a diversified and knowledgeable Board of Directors who is
committed to serving the Bank’s local community.

The Bank will operate with sufficient capital and managerial resources to accomplish the
strategies and goals in the business plan. The Bank will be capitalized with an amount
sufficient to achieve and maintain a Tier 1 capital to assets leverage ratio, as defined in the
capital regulations of the FDIC, of not less than eight percent (8.00%) throughout the Bank’s
first three years of operation. Projected growth and earnings appear attainable. The Bank’s
plans appear to satisfy the convenience and needs of the community. Corporate powers to be
exercised are consistent with the purposes of the FDI Act, and no undue risk to the Deposit
Insurance Fund is evident.

Accordingly, based upon a careful evaluation of all available facts and information, and in
consideration of the factors of Section 6 of the FDI Act, the Atlanta Regional Director,
pursuant to delegated authority, has concluded that approval of the application is warranted,
subject to certain prudential conditions,

REGIONAL DIRECTOR
DIVISION OF RISK MANAGEMENT SUPERVISION
FEDERAL DEPOSIT INSURANCE CORPORATION



FEDERAL DEPOSIT INSURANCE CORPORATION

Re: CommerceOne Bank
{In Organization)
Birmingham, Jefferson County, Alabama

Application for Federal Deposit Insurance
ORDER

The undersigned, acting on behalf of the Board of Directors of the Federal Deposit Insurance
Corporation (“FDIC”), pursuant to delegated authority, has fully considered all available facts
and information relevant to the factors of Section 6 of the Federal Deposit Insurance Act, as they
relate to the application for Federal deposit insurance with membership in the Deposit Insurance
Fund for CommerceOne Bank (“Bank”), a proposed state nonmember bank to be located at 2100
Southbridge Parkway, Suite 385, Birmingham, Jefferson County, Alabama 35209, and has
concluded that the apphca‘uon should be approved.

Accordingly, it is hereby ORDERED, for the reasons set forth in the attached Statement, that the
application submitted by the Bank for Federal deposit insurance be, and the same hereby s,
approved, subject to the following conditions:

) That initial paid-in capital funds of not less than $30,000,000 will be provided.

{2) That the Bank’s Tier 1 capital to total assets or leverage ratio {as defined in the
capital regulations of the FDIC) be maintained at not less than eight percent
{8.00%) throughout the first three years of operation, and that an adequate
Allowance for Loan and Lease Losses (“ALLL") be provided from the date
insurance is effective.

(3) That the Bank shall pay no dividends during the first three years of operation
without the prior written approval of the FDIC’s Atlanta Regional Director and
the Alabama State Banking Department.

(4)  That any changes in the Bank’s proposed management or the proposed ownership
of ten percent (10.00%) or more of the Bank’s stock, including new acquisitions
of or subscriptions for ten percent (10.00%) or more of stock, must be approved
by the FDIC prior to the Bank’s opening.

(5) The Bank must operate within the parameters of the business plan submitted to
the FDIC. During the first three years of operation, the Bank must obtain prior
written non-objection from the FDIC’s Atlanta Regional Director for any
proposed major deviation or material change from the submitted business plan, at
least 60 days prior to implementation of any such major dev1at10n or material
change.



CommerceOne Bank
Birmingham, Alabama
Order

Page 2

) That, during the Bank’s first three years of operation, the Bank must obtain the
~written non-objection of the FDIC’s Atlanta Regional Director prior to the
addition of any individual to the board of directors or the employment of any
individual as a senior executive officer. The term “senior executive officer” shall
have the meaning set forthin 12 CF.R. § 303.101.

(N That, prior to the Bank’s opening, full disclosure must be made to all proposed
directors and stockholders of the Bank of the facts concerning the interest of any
insider in any transactions being effected or contemplated, including the identity
of the parties to the transaction and the terms and costs involved. An “insider” is
a person who: (i) is or is propoesed to be a director, officer, or incorporator of the
Bank; (i1) is a shareholder who directly or indirectly controls ten percent (10.00%)
or more of any class of the Bank’s outstanding voting stock; or (iii) is an associate
oor related interest of any such person.

(8) That, during the first three years of operation, the Bank must notify the FDIC’s
Atlanta Regional Director of any plans to establish a loan production office at
least 60 days prior to opening the facility.

(9)  The Bank will provide to the FDIC’s Atlanta Regional Director the final
agreements for the Bank’s information technology service providers and obtain
the prior written non-objection of the FDIC’s Atlanta Regional Director for those
agreements.

(10)  That, during the Bank’s first three years of operation, the Bank must obtain the
written non-objection of the FDIC’s Atlanta Regional Director prior to the
implementation of any stock benefit plans, including stock options, stock
warrants, or other similar stock-based compensation plans established by the
Bank not previously reviewed by the FDIC as part of the application for Federal
deposit insurance.

(11)  That the Bank will obtain an audit of its financial statements by an independent
public accountant annually for the first three years of operation and submit to the
FDIC’s Atlanta Regional Office: (i) a copy of the audited annual financial
statements and the independent auditor’s report within 90 days following the end
of the Bank’s fiscal year; (ii) a copy of any other reports by the independent
audjtor (including management letters) within 15 days after receipt by the Bank;
and (111) written notification within 15 days when a change in the Bank’s
independent auditor occurs.

(12)  That the Bank will adopt an accrual accounting system for maintaining the
financial records of the Bank in accordance with U.S. Generally Accepted
Accounting Principles.










FEDERAL DEPOSIT INSURANCE CORPORATION

RE: Bank of Bird-in-Hand
(In Organization)
Bird-in-Hand, Lancaster County, Pennsylvania

Application for Federal Deposit Insurance
STATEMENT

Pursuant to the provisions of Scction 5 of the Federal Deposit Insurance Act (“FDI Act™) (12
U.S.C. § 1815), the Federal Deposit Insurance Corporation (“I'DIC”) received an Interagency
Charter and Federal Deposit Insurance Application on behalf of Bank of Bird-in-Hand, a
proposed new community bank that will be located in Bird-in-Hand, Pennsylvania (“Bank”).
The application is intended to establish a newly-chartered state nonmember commercial bank.
The organizers concurrently applied to the Commonwealth of Pernsylvania Department of
Banking and Securities (“Department”) for a state bank charter, and received conditional
approval on May 31, 2013 from the Department for the Bank’s Articles of Incorporation.

Notice of the Federal deposit insurance application, in a form approved by the FDIC, was
published pursuant to the FDI Act on January 8, 2013,

The organizers have not established a bank holding company. The opening capital of the
Bank will be realized from a public offering of' a minimum of 1,600,000 shares of common
stock, and a maximum of 2,500,000 shares, at a price of $10.00 per share.

The Bank’s Business Plan is for a community bank that provides banking services throughout
Lancaster County and the western portion of Chester County. The majority of deposits and
loans are expected to originate from within a five-mile radius around Bird-in-Hand, which is
located about nine miles east of the city of Lancaster, Pennsylvania. The local community
includes numerous farms, small- and medium-sized commercial businesses, professionals,
and consumers. A significant part of the community to be served by the Bank is Amish.

A majority of the Amish residents in Lancaster County reside within the Bank’s primary
service area. Loans will predominantly be farm, agricultural product, and owner-occupied
commercial real estate loans, as well as home equity lines of credit, and residential mortgage,
construction, and consumer loans. The Bank intends to attract a traditional mix of local
deposit accounts, including interest and non-interest bearing checking accounts, savings
accounts, money market deposit accounts, and certificates of deposit.

The Bank will be managed by an experienced management team, including lending and credit
officers with many years of experience in the Lancaster County market. Most of the outside
directors on the Bank’s Board of Directors are well-respected members of the community
who operate success{ul businesses in the community, and live within and have strong ties to
the community. Two of the outside directors have prior experience as bank directors. FDIC
Staff has analyzed the Federal deposit insurance application and concluded that the Bank will
operate with sufficient capital and managerial resources to accomplish the sirategies and goals



in the Business Plan. The financial projections show that the Bank will be capitalized with an
amount sufficient to achieve and maintain a Tier 1 capital-to-assets lcverage ratio, as defined
in the capital regulations of the FDIC, of not less than eight pereent (8.00%) throughout the
Bank’s first seven vears of operation. Moderate growth is projected, and future earnings
prospects appear attainable. The Bank’s plans appear to satisfy the convenience and needs of
the community. Corporate powers to be exercised arc consistent with purposes of the FDI
Act, and no undue risk to the Deposit [nsurance Fund is evident.

Accordingly, based upon a careful evaluation of all available facts and information, and in
consideration of the factors of Section 6 of the FDI Act, the New York Regional Director,
pursuant to delegated authority, has concluded that approval of the application is warranted,
subject to certain prudential conditions.

REGIONAL DIRECTOR
DIVISION OF RISK MANAGEMENT SUPERVISION
FEDERAL DEPOSIT INSURANCE CORPORATION



FEDERAL DEPOSIT INSURANCE CORPORATION

RE: Bank of Bird-in-Hand
{In Organization)
Bird-in-Hand, Lancaster County, Pennsylvania

Application for Federal Deposit Insurance
ORDER

The undersigned, acting on behalf of the Board of Directors of the Federal Deposit
Insurance Corporation (“FDIC") pursuant to delegated authority, has fully considered all
available facts and information relevant to the factors of Section 6 of the Federal
Deposit Insurance Act and relating to the application for Federal deposit insurance with
membership in the Deposit Insurance Fund for Bank of Bird-in-Hand (“Bank™),

a proposed new state nonmember bank to be located at 308 North Ronks Road,
Bird~in-Hand, L.ancaster County, Pennsylvania 17505, and has concluded that the
application should be approved.

Accordingly, it is hereby ORDERED, for the reasons set forth in the attached
Statement, that the application submitted by the Bank for Federal deposit insurance be,
and the same hereby is approved, subject to the following conditions:

1, That beginning paid-in capital funds of not less than $16,000,000 be
provided.

2. That the Bank's Tier 1 capital-to-assets leverage ratio (as defined in the
capital regulations of the FDIC) be maintained at not less than eight
percent (8.00%) throughout the first seven years of operation, and that an
adequate allowance for loan and lease losses ("ALLL") be provided from
the date insurance is effective.

3. That the Bank must operate within the parameters of the Business Plan
submitted to the FDIC. During the first seven years of operation, the Bank
must obtain prior written approval from the FDIC's New York Regional
Director of any proposed major deviation or material change from the
submitted Business Plan, before implementation of such major deviation
or material change.

4, That, within 60 days before the end of the third year of cperation,
the Bank must submit to the FDIC's New York Regional Office pro forma
financial statements and a business plan for operating years four through
seven.



10.

That, prior to commencing bank operations, the Bank shall have
appointed and shall thereafter retain senior executive officers and a board
of directors acceptable to the FDIC and who possess the knowledge,
experience, and capability to carry out the responsibilities of those
positions in a safe and socund manner. For purposes of this Order, such
senior executive officers shall include the Chief Executive Officer,
President, Chief Lending Officer, Chief Financial Officer, and Chief Credit
Officer {or those employees that have duties and responsibilities typical
for persons with the foregoing titles).

That, within 60 days of this ORDER, at a minimum two additional outside
Bank directors with prior bank board-level experience, and who are
acceptable to the FDIC, shall be appointed to the Board of Directors.

That, with respect to any proposed Bank director or senior executive
officer for whom background checks have not been completed, the Bank
must take such action as required by the FDIC's New York Regional
Director, if the FDIC objects to any such person based on information
obtained during the background check.

That, the Bank must provide to the FDIC's New York Regional Director,
the final employment agreements and compensation arrangements
(including salary, benefits, deferred compensation, stock options and/or
incentives, and bonus and severance payments) for the Bank's senior
executive officers, and obtain the written nonobjection of the FDIC's New
York Regional Director for those agreements and compensation
arrangements, prior o execution. The submission must include a
compensation study or similar documentation tc support the
reasonableness of the proposed compensation.

That, during the Bank's first seven years of operation, the Bank must
obtain the written nonobjection of the FDIC's New York Regional Director
prior to the implementation of any stock benefit plans, including stock
options, stock warrants, or other similar stock-based compensation plans
established by the Bank not previously reviewed by the FDIC as part of
the application for Federal deposit insurance.

That any changes in the Bank's proposed management or proposed
ownership of ten percent {(10.00%) or more of the Bank’s stock, including
new acquisitions of or subscriptions to ten percent (10.00%) or more of
the stock, must be approved by the FDIC prior to the Bank's opening.



1.

12.

13.

14.

15.

16.

17.

18.

That, during the Bank's first seven years of operation, the Bank must
obtain the written nonobjection of the FDIC's New York Regional Director
pricr to the addition of any individual to the board of directors or the
employment of any individual as a senior executive officer of the Bank.

That, prior to the effective date of Federal deposit insurance, the Bank
must obtain adequate fidelity coverage.

That the Bank will obtain an audit of its financial statements by an
independent public accountant annually for the first seven fiscal years
after Federal deposit insurance is effective, furnish a copy of any reports
by the independent auditor (including any management letters) to the
FDIC’s New York Regional Office within fifteen (15) days after their receipt
by the Bank, and notify the same office within 15 days when a change in
the Bank’s independent auditor occurs.

That the Bank will develop and implement a Community Reinvestment Act
(“CRA") plan appropriate for the Bank’s business strategy.

That the Bank must notify the FDIC’s New York Regional Director of any
plans to establish a loan production office 60 days before opening the
facility.

The Bank will adopt an accrual accounting system for maintaining the
books of the Bank in accordance with U.S. Generally Accepted
Accounting Principles.

That full disclosure must be made to all proposed directors and
stockholders of the Bank of the facts concerning the interest of any insider
in any transactions being effected or contemplated, including the identity
of the parties to the transaction and the terms and costs involved.

An "insider" is a person who (i) is or is proposed tc be a director, officer,
or incorporator of the Bank; (ii) is a shareholder who directly or indirectly
controls ten percent (10.00%) or more of any class of the Bank's
outstanding voting stock; or (iii) is an associate or related interest of any
such person.

That Federal deposit insurance will not become effective until the Bank
has been granted a charter and has authority to conduct a banking
business, and that its establishment and operation as a depository
ingtitution has been fully approved by the appropriate Federal and state
supervisory authorities.
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