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INTRODUCTION

The purpose of this paper is to provide the wuser with a
comprehensive, step—-by-step procedures manual for the
organization and opening of a state-chartered, Federal Reserve
member community bank in the Commonwealth of Virginia *. This

paper is written under the assumption that the organizers of a

new bank have limited experience in the processes of
organizing an effective PBoard of Directors, assembling a
management team, selling stock 1in a new venture, gaining

regulatory approval and opening the doors of a new commercial
bank. This manual will attempt to address the strategic
issues such as market analysis and financial projections as
well as the "nuts and bolts" procedures of application
prepératiqp, professional services and getting the first

banking office operational.

The opening of a new bank in today’'s +financial services
industry i1 a difficult and challenging task. BRank failures
in recent years have increased to the higheét level c=ince the
Depression. One result of this is that banking regulators are
more cautious in the approval of new banking chartere =. Any
implicit or explicit weakness in the orqganization ‘of the new
institution will be grounds for denial of the application by

the state bank regulators.



The approval process begins when the idea to start a new bank
is first concieved by the oriqinal organizers. These people
should first do two things. First, read this book. Second,
maké an anointment with Mr. Sidney A. Bailey, the State
Banking Commissioner, and Mr. Nicholas 6. kKyrus, Deputy
Banking Commissioner. During this interview, be prepared to
explain the basic concepts of the new bank proposai and be
prepared to listen to what the regulators say. These
gentlemen do not engage in idle chatter. When they say
something concerning a possible weakness 1in the proposal,
thaey are saying that this is a problem that must be addressed
explicitly during the application and approval proceess.
Also, do not underestimate the important role played by Mr.
Eyrus. He recommends or does not recommend applicatiohs to
the Commissioner. Use him as the main contact with the

regulators during the application staage.

The regulatore view a new bank proposal as & combination of
several different ingredients which contribute to the chances
of success for the new institution. These ingredients include
the capitalization, the stockholder base, the Board of
Directors, proposed management, the market area, the expenses
incurred during organization, the application\ itseldf, and
other factors. If some of the ingredientse are weak, 1t is

possible that these can be offset by strength in other areas.

i1



The key to gaininag approval lies in recognizing those areas

that the regulators may consider to be a weakness and address

them
[

It may seem at times that this paper is describing "how to get
approved" as much as how to organize a new bank. While this
ie true to some degree, the reasoning is that a néw bant:
business plan which gains the endorsement and approval of the
regulators will be characterized by strength in the
previously-mentioned factors which go into the plan. This in
turn predicts a strong probability of success for the new

institution.

Notes
1. Between 1981 and 1985, 15 new state—chartered banks opened
for business in Virginia. All 15 began operations as members

of the Federsl Reserve System. (Source: BFI Annual Reports)

2. 0+ the 192 new bank applications acted on by the Bureau of
Financial Institutionse during the period 1981 through 1985,
three applications were either denied or withdrawn. All three
of these applications were denied or withdrawn' in 1985.

(Source: BFI Annual Reports)

1i1



CHAFTER TWO

OVERVIEW OF THE ORGANIZATIONAL FROCESS

The process of organizing a new bank generally beqins with a
group of investor as who have reason to believe thét a new
commercial bank will be able to operate soundly and profitably
in & particularlmarket. These individuals should fully expect
to spend the better part of the next vyear nurturing this
project from the idea stage to its culmination in a fully

operational bank.

The first task +facing this group is to develop a preliminary
plan for the organizational period and to beqgin a a strafegic,
external investigation of the proposed market. This process
should confirm, strengthen and formalize their understanding
of the perceived advantages of opening & new bank in the
proposed trade area. Chapter Three of this text describes the
methodoloagy of performing the initial strategic planning and

analysis of the proposed venture.

When the organizer have laid the strateqgic planning
foundation, the process of building the new bank begins. A
Board of Directors must be recruited which can add depth to

the original organizing team, help raise capital, and meet the



qualifications for serving on the board of Directors of a
financial institution. Chapter Four outlines the roles and
qualifications of an effective Board of Directors. Concurrent
with the agsembly of the Board, the organizers must identify a
candidate for the Chief Executive Officer of the new bank.

CED qualifications are discussed in Chapter Five.

The new bank will require professional services during the
organizational period which will include legal advice,
accounting and marketing services and possibly a

consultant. The projected requirements in these areas are

discussed in Chapter Six.

Chapter Seven Describes the process of raising the initial
capitalization of the proposed bank. This can be the most
time-consuming and challenging phase of the project. The
suﬁcess o% the stock issue will depend on a variety of factors
including the ability of the Board to sell, the investment
commuity’'s perception of the proposed venture, and the use of

advertising and other marketing tactics.

Once the capitalization goal is within reach, the bank must
file its application to begin business in the Commonwealth of
Virginia as a new bank with the Bureau of Financial
Institutions of the State Corporation Commission. This

document presente the business plan of the proposed



institution to the state regulators. While the application is
only one aspect of the Commissioner’'s examination of the new
bank proposal, the importance of submitting & professionally
presented, carefully written and consistent application cannot

be over—emphasized. Chapter Eight presents section-by-section

instructions on the preparation of the State application.

Chapter Nine describes the application process for membership

in the Federal Reserve System. Much of this application will
have been developed in the preparation of the state
application, hawever, there are certain additional

requirements.

Chapter Ten addresses the need {for a traiﬁing program for the
Board of Directors. The directors, as a rule, will' have
limited background in such areas as banking finance, the
regulator; environment, lending and bank products and
services. The most effective way to develop & quality board
is to educate them in-house starting early in the
organizational process. This training shoula be implemented

into the regular BRoard meetings.

Once the institution receives regulatory approvals, the
commencement of banking operations must begin as . quickly as
possitle. The bank cannot begin the road +to profitability

until the tellers start taking deposits and management starts



making loans. Chapter Eleven discusses sevetral important
issues affecting the timeliness and cost effectiveness of

opening the first banking office.

The appendix contains financial information of 14 banks which
opened in Virginia between 1981 and 1985.This information is
presented to assist the organizers in projecting the financial

performance of the proposed new bank.



CHAFTER THREE

ORGANIZATIONAL FLANNING AND MAREET ANALYSIS

The initial group of organizers have entered into the process
of starting a new bank because their {familiarity with and
knowledge of the market has indicated to them that a new bank
can attain profitability and growth. It is a useful and
necessary excercise at the beginning of the organizational
period to write down exactly what the orgamizers are trying to
achieve and why they believe the new bank can and will
succeed, This mission statement should define 1) the trade
area to be served by the new bank:; 2) The general market
segments which will be targeted by the bank; and 3) The major
competitive advantage(s) that will be enjoyed by the bank in

operating in the proposed trade area.

TRADE AREA: It is assumed that the organizers have a general

idea of where the bank will open its +first branch office and,
consequently, the geographic area from which the bank will
draw the majority of its customers in ites first two to three
vears of operation. Formal definition of the trade area

involves three levels:

[}



Frimary Trade Area: &5% - 797 of the banks customers

will live or work in this area.

Secondar9 Trade Area: 75% - Q0% of the banks customers

will live or work in this area.

Genetral Market Area: 1007 of the BRank’'s customers will

live or work in this area

It is important to note that the trade area definitions are a
short term concept. Naturally, if the organizers project that
the bank will expand geographically through future branching
(which they, should, indeed project) the geographic primary
and secondary trade area will change over time. However, the
success of the first yeare of operations will depend on the
bank ‘s penetration of the primary trade area and it is logical
to presume that the bank’s second office will be located

within the secondary trade area boundaries.

The definition of the trade areas should be somewhat obvious
to the organicers. The following examples illustrate how the
primary trade area, csecondary trade area and ‘"general market

can be defined:



Frimary Trade Area: Downtown Fortsmouth, Virginia
Secondary Trade Area: City of Fortsmouth, Virginia

General Market Area: Southside Hampton Roads

Frimary Trade Area: kempsville Borough of Virginia Beach
Secondary Trade Area: Cities of Virginia Beach and
Norfolk

General Market Area: Southeastern Virginia SMSA

A very useful aid in identifying trade areas is a census tract
map of the general market area, available +from the city or
regional planning department. Census tract boundaries c«can
particularly be used to define the primary trade area. This
method ig useful in performing demographic and economic

analysis of the trade areas, as there 1is a areat deal of

information available by census tracts.

DEFINING TARGET MARKET SEGMENTS : Through their familiarity

with the trade area, the organizers should be able to the
types of customers which will be actionable and targetable
within the proposed bank’'s primary and secondary trade area 2.
These market segments <chould be identified in the Mission
Statement. Some examples of targetable market segmente for

banks are as follows:



- Upscale Retail Market (Upper Middle Income, White Collar

workers and residents)

s,

-~ Middle Retail Market (Middle Income, EBlue Collar workers

and residents)

- Frofessional Clientele (Doctors, Lawyers,Accountants)
- Commercial and Industrial
— Retailers and Service Industries

- Governmental Units

The ideqtification and definition of target market segments
depende on the demographic and economic characteristics of the‘
trade area =. A downtown market may offer an actionable
professional and upscale market. Suburban Markets may be
characterized by a large middle market and a strong retailer
and service industry sector. Substantial commercial and
industrial development in the trade area should also be
considered, with the cautionary that large commercial firme
tend to have credit needs that supercede a smaller bank’'s
legal lending limit. The community bank will generally tarqget

emall to medium—sized commercial concerns.



COMFETITIVE ADVANTAGES The organiszsers should be able to

ide?ti{y a central, sustainable competitive advantage , which
the proposeéd new bank will be able to implement in order to
attract business from the targeted market seagments in the
primary and secondary trade areas. Typically, +for a smaller
community bank, some of the following factors can be

considered as competitive advantages:

- FPersonalized, Friendly Service. We don-t treat our

customere like numbers.

- Convenience. Good Location, convenient facilities

{parking, drive-up) and extended banking hours.

- Locally owned and operated. We know the market. By

banking with us, our customers our supporting their

community.

- Experienced, Competent Mamagement.

One or more sustainable competitive advantages should be

identifiable if the new bank ie to have a reasonable chance

for success -



MISSION STATEMENT: Having thought out and defined the

geographic trade areas, the market segments to be sought, and
the competitive advantages the bank will be able to sustain,
the organizers should draft a Mission Statement to summmarize
the results of this preliminary analysis of the venture. The
mission statement will simply be a short statement outlining
these three factors. Further analysis and findings may cause
the organizers to make changes in the Mission Statement, but
at the outset they should have a general understanding of

where the new bank is heading.

DTHER EFLANNMNING RECGUIREMENTS: The organizers ‘prelimnary

planning should address sevral other important issues:

TIME FRAMES: A preliminary schedule of events should be
drafted outlining the organizers projections of when each
major step of the organizational process will take place and
be completed. The following projection i based on a review
of the experiences of several new'banks which have applied for

charters in Virginia over the past five yeares:

10



DRGANIZATIONAL EXFENSES: The organizers should also prpare a
budget for the organizational period. Organizational Expenses
are paid from the capital that 1is raised during the
organizational period. The organizers’ projections of these
expenses must be disclosed in the stock subscription offering
circular. The major areas of organizational expenses are

discussed below:

Salaries: The CED will be on the payroll for the majority of
the organizational period. 0Other officers should not come on
uritil the last one or two months prior to opening, with the
possible exception of the Operations Officer. The issue of
whether to hire a secretary during the organizational period
is debatable. The opinion here is don’‘t hfre one or hire one

part time.

Employee Benefitse: During the organizational period, the bank

should provide only the minimal health and life coverage. No
cars or fancy perks should be provided until after the bank is

operating.

Advertising: The sale of stock will require outlays For
advertising. A marketing agency must be retained to assist in
production and coordination of medi a usage. These

expenditures can become quite heavy if not closely controlled

and monitored by the organizers.



Frinting Expense: Outlays for printing will be incurred for

the production of offering circulars, stock certitficates,

4,

direct mail solicitations, and stationery.

Fostage: FPostage on direct-mail and other correspondence

should be budgeted.

Insurance: The organizers must obtain fidelity bond coverage

for the amount ot capital to be raised.

Application Fees: The Bureau of Financial Institutions
requires a #3,500 application fee with the charter
application. Also budget for the cost of +4iling. For

incorporation as a bank in organization at the outset of the

organization.

~

Legal Feec: Legal Counsel will be necessary in the preparation

of the offering circular, subscription agreement, corporate
bylawe and articlec of incorporation. Attorneys should also
review all leases and major contracts negotiated during the

organizational period.

Rent : It may be necessary to rent a small amount of office
space. This should be postponed until as 1late in  the

organizational period as poscible. If one of the organizing



directors has some extra space in his or her place of business
that can be used for free or cheaply for a few months, this

possibility should be explored.

It is extremely important to minimize organizational expenses.
A good rule of thumb is to keep them under #100,000. The
state regulators look very closely at the organizers’
management of expenses as an indication of their ability to
run  a bank in  a prudent manner. Excessive organizational
expenses is very likely to result in denial of the charter.
F.eep the following guidelines in mind concerning

organizational costs:

1. Do Not purchase fixed assets such as furniture, equipment
or data processing hardware during the organizational

period

2. Any contracts which must be signed during the
organizational period should be made contingent on the
approval of the bank’'cs charter application

Z. Keep staffing to a minimum. FKeep recruitment of the

management and stadfd of the bank as confidential as

pocssible so that the individuale hired can offer notice to

their current employers as late as possible.

14



4. The Bpard of Directors should pot pay themselves directors

fees until after the bank is open for business.

DEMOGRAFHIC AND ECONOMIC ANALYSIS OF THE MAREET: Having

performed several necessary planning steps, the organizers
should be ready to get the show on the road. Among the many
important tasks facing the bank organizers is the performance
of a formal and thorough economic and demographic
investigation and analysis of the proposed market and trade
areas. This study will accomplish two things for the bank:
First, it will either confirm or change the organizers’
preliminary analysis of the market as stated in the mission
statement described earlier in this chapter. Secondly,  this
analysis will be an important part of the bank’'s application

to the state and Federal Reserve.

A logical question 1€ "Shouldn't the economic study be done
prior to the drafting of the Mission Statement?" Ideally, ves,
it should. Realistically, this study is a somewhat
time-consuming project that may be contracted out to a third
party or, more likely, assigned to the CEC as one of hie first
tasks., Considering that the organizers have a number of other
weighty tasks ahead, such as recruiting a Board and selling
the stock, it is probably more expeditious that this study be

performed concurrently with some of the other operations at



hand.

Upon completion, the economic and demographic analysis should
be éresented to the Board for their study. The results should
be compared to the organizers’ original analysis of the
market. I+ a rethinking of the target market segments and/or
competitive strategies is in order, the mission statement
should be redrafted to reflect the realities of the market.
More likely, the  study may result in some fine tuning of the

bank's strategic focus and perhaps the recognition of some

previously unrealized opportunities in the market.
The first step in the study is to gather, through research,

the following types of information about the Market and the

Frimary and Secondary Trade Areas+4:

GCeneral Market Area:

1. Fopulation Growth Trends
2. Employment/Unemployment Statistics
3. Demographic Trends:

fi. Household Income

E. Education

C. Labor Statistice (Fopulation by Occupatione)

16



D.

E.

Age Distribution

Fopulation Distribution by Rate

4. Economic Trends:

.

Tarable Sales
Construction Activity

Deposits in Financial Institutions

Consumer Frice Index (Available by SMSA)

Housing Unit Growth / Non Residential Activity

Assessed Real Estate Values

Frimary and Secondary Trade Areas:

1. Fopulation Growth Trends

-
o<

. Employment/Unemployment

Z. Demographic Trends:

Household Income

>

Education

Labor Statistics (Fopulation by Occupations)

Age Distribution

Fopulation Distribution by Race

4. Economic Activity:

Taxable Sales

Construction Activity

Deposits in Financial Institutions
Housing Unit Growth / Non Residential

Ascecsced Real Estate Values

17
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6. Frofile of Businesses (by type of Firms, Number
Firms, Number of Employees)

H. Traffic Counts (Near proposed first office and
comparisons) |

I. Commuting Fatterns

SOURCES:

U.S.Bureau of the Census(Fopulation, Income, Education,

Labor, Age by BMSA, Municipality, and Census Tracts)

Virginia Employment Commission.Fopulation and Labor Force

Data (Unemployment, Employment by Industry)

Tayloe Murphy Institute of the University of

Virginia.Deposits in Commercial Banks

Local Sources:

Chamber of Commerce

City Flanning Commission
Commissioner of the Revenue
Real Estaté Assessors Office

Industrial Development Authority

18
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While the above lists are not all-inclusive in terms of useful
statistics and sources, it does outline the basic reqguirements
of the analysis of the proposed trade area. Once the
infgrmation has been gathered an tabulated, it is the task of
the people responsible for the study to interpret the
information with respect to the proposed new bank. General
Market Information should be compared> to national trends.
Trade area statistics should be compared to the General

Market. Are the trends in such areas as population, economic

activity, income, etc. positive or negative.

Notes

1. George S. Day, Strateqgic Market Flanning: The Fursuit of

the Competitive Advantage. (5t. Faul: West Fublishing Co.,

1984) p. 17.

2. William Handel, The Strategic Flanning Manual (Chicaqo:

Whittle and Hanks, Inc., 1984) III - 18.
Z. Day, op. cit. p.26.
4. Handel, op. cit. III - Z4.

19



CHAFTER FOUR

THE ROARD OF DIRECTORS

One of the most important elements in the approval process of
the new bank as well as in its chances for ongoing success, is
the selection of its Board of Directors 3. This Chapter will
outline the responsibilities and duties of the Board of
Directors and describe the characteristics the organizers
should attempt to install when recruiting the Directors of the

bank.

Responsibilities of Directors: The following is a 1list of 24

responsibilities and duties of the Board of Direstors of a

Banlk as proposed by George N. McNath in his address to the

” e

Virginia Community Bankers Directors Conference in October,

1985 =

1. Select Management

2. Give general oversight to the bank’s activities.

I. Approve the organization plan.



4. Adopt personnel and operating policies (after receiving
recommendations from management ranging from dress code to

vacationss from working hours to benefits:; from duties of

fu

position' to civic participation.
5. Set Goals
6. Adopt Budgets
7. Review progress in meeting budgets.
8. Establish loan policy, including lending limits.
9. Discuss (giving guidelines) interest rates.
10.‘Establtsh objectives on ratios of loans.
11. Authorize certain loans which require ERoard action.
12. Supervise investmente.
1%, Approve a public relations campaign.

14. Decide on capital investments -—-both equipment and

buildinge.



16.

17.

18.

19.

)
()

Set management salaries.

Review financial reports.

Review new business reports.

Examine Auditor and examiners reports.

Review Insurance coverage.

Set dividends.

Compare financial figures with other banks of similar si:ze,

such as loan ratios, cost of salaries as related to assets,

and profit.

Study the role of the bank in the community and see that

the bank fulfills that role.

Concsider and adopt plans for growth.

Flan for the future.

If these are the responsibilities of the board, then perhaps

they can be grouped and summarized into four opportunities:

ey
- A



I. To establish goals.

I11. To create the tone of the operation

I1I. To set policy.

Iv. To review the success of the bank.

Characteristics of the Board of Directors: There are two main

issues to consider in the recruitment of the PRoard of
Directors:1l. What type of Board composition will best serve
the interests of the stockholders of the new bank and 2. What
Eoard composition will meet the approval of the regulators.
While these two criteria are not necessarily in conflict,
there are instances when a bank charter was denied primarily
due to the Ffact that the Commissioner felt that the majority
of the pgsposed directors were unsuitable to direct a bank.
The following list summarizes characteristics of the Board,
both individually and as a whole, which would result in both
an effective directorcehip of the new bank and acceptability by
the banking regulatores:
1. Cross-Section of the Community: The bank’‘'c Board should
represent all sectors of the proposed trade area. This
means women should be included as well ac minorities ——if

the trade area is characterized by a significant minority



popul ation. Bueinese backgrounds should be diverse and
representative of the economy. The Board should not be

skewed towards one particular occupation (e.qg. lawyers.)

Directors should be well-known and respected in the
community. Typically, bank board members have  a high
degree of involvement in community affairs and are

high—achievers in their vocational endeavors.

Financial Integrity % GStability. EBank directors should
have a relatively <stronag, stable personal financial
statement. The charter applcation requires the filing of
personal financial statements and biographies on all
proposed directors (statements are treated
confidentially.)Thie information is scrutinized carefully
during the Bureau’s investigation of the bank ‘s
application. The proposed directors should complete these
form with diligence and full disclosure. As one waaq
remarked "Don't {111l it out 1like you're applying for a
loan." When an individual is approached by the organicers
as a possible board candidtae, the first thing to be
required is a financial statement and a credit report. Any
indiQidual wﬁo has unsatisfactory performance an
obligations, shaky or shadyla{inancial dealings} or any
othetr skeletons in the closet should not be considered for

the Board of Directors.



4.

2.

Board members should be required to make a&a substantial
financial commitment to the bank™. This 1is not to mean
{hat the organizers should "sell seats" on the RBoard, but,
in order to be effective, a director should have a stake in
the bank he is supervising. However,no one director should
purchase more than 37 of the initial capitalization, nor
should more than 107 be controlled indirectly through
family or business interests (this applies to anybody, not

Just directors.)

The Board should be characterized by a range of different

ages.

There should be an odd number of Directors (to avoid tie

votes. )

~

The EBoard should not be too large -—-—maximum of 11 members.

Minimum size by statute is five members.

Board membere should be individuale who can sell the bank’'s
stock during the organizational period and bring business
into the bank through their personal and busineses contactes

once the bank is open “.

The FEoard needs to have some members with previous



experience in banking, either in management or, preferably,
as a director. The Commissioner likes to see one—-third of
Ehe board with prior experience 1in banking. While this is
often difficult (experienced bank directors are usually
already directing a bank,) the organizers need to give the

Bureau some banking experience on the proposed Eoard of

Directors.

Notes :

Larry w. Martin and Diane R. Sauter, "Analysis of High and

Low Ferformance De Novo Banks" Magazine of Bank

Administration. March 1986, p. 24.

George . N. MchNath, "A Director’'s View of Directing the
Eank", (Address given to the Viginia Rankers Association
Community Bank Directors Conference, October 32, 1985,

Charlottesville, VA.)

Faul s. Nadler, "What the Board Can Do for the EBank"

Bankers Monthly Magazine, December 15, 1978.

Masters and Sauter op. it.

I+

i
-
h
)]
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CHAFTER F1VE

CHOOSING THE CEO

In an analysis of 30 de novo banks in Colorado, Larry w.
Martin and Diane R. Sautern found the selection of a Chief
Executive Officer with the proper background and perspective
to be the single most important factor for success of a new
bank. This chapter will gutline the general roles of the bank

CED and discuss some of the important factors to be considered

in the selection of the bank’'s president.

ROLES OF THE CEO. There are numerous models and analyses of
organizational behavior and structure which dicuse the roles
of the Chief Executive Officer. ‘Henry Mitzenberg, in his

research and observations of managers at work, has described

the CEQO's job in terms of behavior and rolez 3%:

INTERFERSONAL BEHAVIOR: Mitzenberg defines three interpersonal

roles of the CEO. As a fiqurehead, the CE0 represents the
bank: for ceremonial duties. He also is the leader of the
organization as a work unit. And the CEO must serve as liason

to contacts outside the bank.

INFORMATIONAL BEHAVIOR. The CEDO must serve as a monitor of



information from within and without the organization. This
means that the CEQO must be exposed to outside information
(inQustry literature, conferences) as well as implement a
system of management information reporting which gives the CEO
sufficient information to review the operating results of the

various areas of the bank. As a disseminator of information,

the CEDO 1is responsible for seeing that the internal and
external information that he or she monitors is disseminated
to the appropriate individuals and functionaries within the

bank. Ac spokesperson for the Rank, the CEQ's role 1is to

report information concerning the bank to individuals and
entities outside the bank such as stockholders, regulators and

the media.

DECISIONAL ROLES. The CEO ic the key decision maker for the
bank. Mitzenberg identifies the decisional roles of the CEO

as Follows: The entrepeneurial role requires the CED to

recognize and act upon strategic business opportunities

available to the bank in its market. As a disturbance

handler, the CEQ must have the skills to be able to make

decicions during times of crisis and be able to solve disputes

bétween individuals or work units within the bank. As
resouwrce allocator the CEO has responsibili{y for the
allocation of capital and human resources amongst the
different areas of bank operations. And tinally, as

negotiator, the CE0O must handle or monitor all major contracts




and purchases concerning major loan or investment deals,

facilities expansion and other major capital decisions.

UALIFICATIONS OF THE CEO. Some of the following CEO
qualifications were reported as results of the Master and
Sauter paper. 0Other factors were indicated in interviews with
staff members of the Bureau of Financial Institutions whom
offered their opinions of the qualification they souaght in the

approval process of a new bank:

EDUCATION. CEQO’'s of successful de novo banks generally had a
bachelor ‘s degree in a business related area such as finance,
marketing or management. MBA's did not seem to register as a
success factor. Additionally, college degrées were typically
supplemented with related graduate studies at schools of
banking. fLonversely, CEO0’'s of low-performance de novo banks
in the study tended to have fewer educational credentials,

-

particularly in business and bank-related areas =.

EXFERIENCE. Typically, the CEO's of high-performance banks
had 10 years or more of banking experience in a broad range of
activities, with a heavy concentration in commercial lending
(five years or more.) The  study indicates the de novo banks
with CEO's who lack direct, in-bank experience -- i.e. those
with non-bank backarounds and limited lending experience

~—often experienced poor performance™. Interviews with the



state regulators indicated a etrong preference for a CEO with
prior experience and a successful track record as a CEO of
another bank. The educational credentials and lending
experience @ere also highlighted as important in the approval

of a CEQ for & new bank proposal.

ECQUITY FOSITION. The Master and Sauter paper reported a
strong correlation between the CED's ownerehip position in the
bank and its performance. The indication, of course, ics that
the organizers should fully expect their CE0O to make a

significant investment in the new bank.

MANAGEMENT STABILITY. The study also reported a correlation
between the high-performance banks and CEO’'s who had been with
the bank since it opened. They found a converse correlation

between poor—performance and bank’'s which had changed CEQ's

since opening.
Notes 2

1. Henry Mitzenburg "The Manager ‘s Job: Folklore and Fact",

Harvard Business Review, July-August 1975, pp. 49-61.

2., Masters and Sauter, loc. cit.

2. Masters and Sauter, loc. cit.
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CHAFTER &

FROFESSIONAL SERVICES

The EBank in organization will require the services of outside
firms for the provision of several important services. Two
key considerations should be kept in mind while selecting the
firms to provide 1legal, accounting and other services: 1)
Minimze the cost associated with these necessary services and;
2y Try to aveoid insider transactions --i.e. dealings with

firms represented on the board of directors.

LEGAL SERVICES As we all know, businessmen can hardly make a

move these days without having a lawyer say agrace over any and
all transactions. There are several important areas in the
organizational process which will require the service of a

competent legal firm.

Freparation of Corporate By-Laws and Filing for Incorporation.
One of the first steps in the organizational process is to
incorporate as & "bank in organization.” This will require
filing for incorporation with the State Corporation Commission
In order to receive the corporate charter, the bénk must
prepare corporate by-laws as part of i1tse filing. The bank’'s

attornmeys should assist in  the process of preparing by-laws

[
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and filing for incorporation in order to assure compliance

with state and local incorporation statutes.

The Offering Circular and Subscription Agreement. The process
of raising the initial capitalization of the bank requires the
preparation of an offering circular and subs&ription
agreement. The offering circular is a prospectus for a new
business. It is essentially one long disclaimer that decribes
in detail all of the risks inherent in the investment in the
new bank. It also provides additional information about the
organizing directors, the projected oraganizational expenses

and other areas.

The subscription agreement is a legally-binding contract
between the bank and the investor, wherein the invetor agrees
to buy a certain number of shares of the bank’'s common stock.
It will require a down payment (usually 207 to 254 of the
subscription price) and a provision that the remainder of the

subscription will be due a some future date.

The bank ‘e attorney should ascsist in the preparation of both
the offering circular and the subscription agreement to ensure
full disclosure, compliance with &GEC and state laws, and

legality of the contract.:

| easee and Contracte. The organizing bank should have their

-
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attorneys review &all major leases and contracts both durinag
and after the organizational period. A good attorney can be
very helpful in negotiating favorable terms for the bank as
well as re&iewing the legality and viability of contracts. It
is alsco important to assure that all contracts and leases
negotiated prior to the approval of the bank’'s applications to

the regulatory authorities be contingent on such approvals.

MAREETING SERVICES. The new bank will need to retain the

services of a marketing agency during the organizational
period. Marketing services will generally be utilized in two
phases: 1) The marketing of the bank stock: and 2) the

preliminary marketing of the bank itself. In the first phase,

the marketing agency must assist the organizers in designing

and implementing a program of media usage, direct-mail
solicitation and direct selling (by directors) that
concentrates on getting the stock sold. Once the

caplitalization goal is met, the marketing firm must be
prepared to immediately change the program to begin marketing
the bank to its target market segmentse in anticiaption of the

opening of the bank.

ACCOUNTING SERVICES. The organizere chould contract with a
reputable public accounting firm @ to provide audits and
financial advice during the organizational period. I+ the

calendar vyear-end occurs during this period, the bank must be

-



audited and an annual report prepared by the accounting firm.
Additionally, if the bank has more than 500 stockholders at
yeac—end, The SEC requires the Filing of an F—-1 report within
45 days of the year end. The F-1 will require the assistance

of the accounting firm.

ESCROW SERVICES State law requires that proceeds from the

subscriptions in a bank in organization must be deposited in
escrow with insuwred financial institutione or invested in U.S.
Government aobligations . An expeditious way to meet this

requirement 18 to set up a trust account with the trust

department of & commercial bank. The funds must be under the
control of at least two of the organizing directors. The
designated directors will be authorized’ to direct - the
trustee’'s 1investment of the capital funde and reqguect
withdrawals for organizational expenditures. The funds should
be invested by the trustee in insured bank CD’'s and U.S.

Treasury and Agency obligations.

CONSULTING SERVICES. The use of a consultant should be

considered, especially if the organizing directors and
management have limited experience in organizing & new bank.
The use of a consultant can have the effect " of having a
management team available during the organi:ationél period
which the bank would otherwise not be able to afford. Some of

the areae in which a consultant can be helpful include the



following:

i. Economic and Demographic research of the Market.

2 Marketiég assistance during sale of stock.

. Freparation of State and Federal Reserve applications.

4. Freparation of financial reports for the Board.

5. Freparation of financial proijections, budgets, and break-
even analyses.

&. Training and education of the Eoard of Directors.

7. Recruiting of management and staft.

8. Operational assistance in preparing for the opening of the

first office.

One unique idea, which has been used in Virginia, is to
contract with another community bank to provide consulting
services.  This would normally be & bank which does not

directly compete in the new bank’'s trade area.

Notes :

1. Division of Research and Structure, Bureau of Financial
Institutions, &Etate Corporation Commission of Va. "Bank

Directors HResponsibilities", (Richmond, Commonwealth of

Virginia), May, 1985, p. 11.



See: Community Trust Bank, Application of New Bank. State
Corporation Commission Document Control Case No.
BFI1850148. The Commissioner and Deputy Commissioner’'s
report bcited the applicant’s use of another established
community bank as consultant as a factor in it’'s decision

to approve the application.
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CHAFTER SEVEN
RAISING THE CAFITAL
Ferhaps the most challenging tashk facing the organizeré of the
new bank is the marketing of the bank to the investing public
through the initial stock issue. This chapter outlines the

key issues in the capitalization process:

Setting the Capitalization Goal. For the past several years,

de novo bank organizers generally assumed that 2.0 million is
the minimum capitalization acceptable to the regulators.
Well, times are changing and this number may as welll be
revised up to 2.0 million. They won’'t tell you that, but the
logic is was follows: The ‘"safe" range for the capital/asset
ratio of a bank is 7.5%to B.0%. An initial capitalization of
$¥2.0 million, then, will support a bank of approximately $£27.0
million in assets (#2.0 million/ 7.5%). In a metropolitan
market, such as Hampton Roads, Richmond, or Northern Virginia,
this asset level should be achieveable in a relatively short
time frame, if the new bank projects reasonably successful
operations. If we assume that this can be acﬁieved within
three years, the bank has reached a growth limitation (its
capital account) not too long after 1t first begins to break

even. The earninas projection will be explored further in the



next chapter, but the point here is that at $3.0 million in
capital, the de novo bank can qrow to approximately <40
million in assets before becoming limited by its capital. At
this level; however, the bank should be in an earnings mode
where 1. the capital account is growing through earnings; and
2. its earnings trend will allow it to go to the tapital
market and sell additional stock. The requlators will be very
unlikely to approve the application of a de novo bank with
less than 3.0 million in initial capital, except possibly in
a rural market where growth will be relatively slower, and the
organizers can demonstrate that the bank can operate

profitably on this initial capitalization level.

The Offering Circular. As described in the previous chapter,

the offering circular tends to be a rather negative document
which emphasizes all of the risks associated with the
investment and 1s not exactly & marketing tool. However, it
should be professionallly prepared and printed so as to

present & good image to the potential investor.

The Subscription Agreement. The subscription agreement should

also be professionally prepared and printed acs well as be a
legally binding contract. An 1mportant decisgon that the
organizers 1ie determining the par value of the stock, the
subscription price and the amount of the required deposit or

down payment to put into the subscription agreement. A good



suggestion is: #10.00 subscription price, #5.00 par value, and
32,00 depocsit. The main reason is that theze numbers are easy
to work with. 1t 1s easy to quote the full price of a given

number of &hares and the required deposit (e.g. 100 shares

costs 41,000 and the down payment is #200.)

It is very important to require the subscribers business
addrees on the subscription agreement. The regulators will
need this information when evaluating the aeographic

distribution of the stockheolder base.

Concentration and Distribution of Stock. The regulators

require a complete list of stockholders with the application.
They will look very closely at the number of éhareholders,'the
concentration of ownership of stock, and the geographic
distributign of the stockholder base. They do want to see a
large number of stockholders, which indicates broad based
support for the bank. They do want to see a majority (604 or
more) of the stockholders living or working in the primary and
secondary trade area. They do not want to see a large
concentration of ownership in the hands of a few individuals.
This means that no more than one or two stockholders should

own as much as S%4 of the bank ‘s stock *,

Director Salesmanship An  extremely important factor in

recruiting the Board of Directore of the new bank is to find



people who can - sell the bank’'s stock. Durina the capital

raising period, these individuals must literally pound the

pavements to move the stock. Duwring this phase of the
organization, the BEoard should meet weekly. These meetings

should be primarily sales meetings, during which the directors
develop lists of potential investors, exchange leads, and

report their progress on an individual-by-individual basis.

Marketing Tactics. As previously mentioned, the most

important marketing strategy is sales through the directors’
contacts. These efforts must be supplemented through the use
of other marketing tactics. The marketing agency comes into
play as the use of newspaper ads, ditrect mail solicitation,

and calling programs are implemented.

Stockholders Accounting A sophisticated, computerized

stockholders accounting system should be implemented at the
outset of the capital raising process. The system should be
effective in both financial and database applications. This
will be valuable to the bank in several ways. Frimarily, the
importance of accurate financial recordkeeping should be
obvious. The stockholders accounting should balance to the
bank e investment schedule and profit and losé statement.
Additionally, information on individual subscribers should be
easily retrievable and accessible. Also, the database

applications will be necessary for preparation of stockholders



"list by varibus sorts (geographic, who hasn’'t paid) and to
implement communications with stockholders through direct-mail

and.other word-processing functions.

1. Bureau of Financial Institutions, op. cit. p. 4.
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CHAFTER &

FREFARING THE STATE AFFLICATION

As soon as the capital-raising campaign is off the ground,
the organizers must begin preparing the applications‘ for
authority +to begin business as &a state-charted, Federal
Reserve member bank. This task should generélly be assigned
to the CED, assuming this individual has been hired. This
chapter discusses the application to the Bureau of Financial
Institutions of the State Corporation Commission of the

Commonwealth of Virginia.

The state application explains to the Ranking Commissioner

the following issues and factors concerning the proposed

bank:

i. How much capital has been raised.

2. Who the shareholders of the bank are.

Z. Who will operate the bank (management and directors)

4, How much it will cost to organize the bank.

9. Where the EBnak plans to operate.

&, What the organizers project for the financial
performance of the bank.

7. Characteristics of the Trade Area.



8. Competition i1n the Trade area.

9. The overall business plan of the bank.

The+ application should be professionally prepared and

.

presented. The BFI recently revised its application forms

to 8.5" % 11" paper, making them easier to prepare than the
previous legal sized forms. All documente and suppleﬁents
should be prepared on B.S" x 11" paper as well. 1f a copy
of a lease or other legal sized documentation needes to be

included, use a reducing copier to standardize the sheets.
The application must be submitted in duplicate. It is a
good idea to put the application in a three-ring binder with
labeled section dividers. Remember -~-neatness and

professionalism count!



The Table of Contents of a state application may look

this:

II.
ITII.

V.

VI.

VII.

II.
III.

IV,

VI.
VII.

VIII.

FREFACE
Reguest for Confidential Traetment

Insurance Rinder - Bank Organizational

AFFLICATION

General Information

Bank Quarters

Investment in Furniture & Fixtures
Estimated Organizational Expenses
Adequacy of Capital Structure
Future Earnings Frojections

Fublic Interest

SUFFLEMENTAL INFORMATION

Maps

Directors Certifications
Directors Financial Statements
List of Subscribers

Fermanent Cuarters Information
Offering Circular

Resume of CEQO

Bond.

like

Community Reinvestment Act Statement and Notice
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The remsinder of this chapter will provide step by step
"QGfdéiineé‘haahdv:inétchfiohé" on * preparing the state
application following the Table of Contents above. See
Appendix A for a copy of the State application for a new

bank.

FREFACE

Request for Confidentiality. This short statement reqguests

that the personal financial statements of the Board of
Directore be treated as confidential information. New bank
applications are public information and as such are
available for inspection at the State Corporation Commission
Document Control Center. This request ensures that the
directors finances will not be treated as public in{ormatién
along with the rest of the application. An adequate reguest

will read something like this:

REQUEST FOR CONFIDENTIALITY

In accordance with the New Bank Application Information and

Instruction Sheet, the personal financial statements of each

director of (Bank: Name) have been included in this
application. Fublic disclosure of these statements would
result in unwarranted 1nvasion on personal privacy.

Accordingly, we respectfully reguest confidential treatment

4%



of the personal financial statements of each director.

Insurance Binder. The organizers must obtain fidelity bond

coverage for a bank in organization. It should cover the

e

bank up to the amount of the proiected total capitalization.
A copy of the BRinder or final policy should be included in

the preface to the application.

AFFLICATION
General Information. Much of the information on the first
page of the application is self-explanatory. A few points

bear discussion here:

Location: This should be the address or description of the
location of the bank’'s first banking office. Do not make
the mistake of using & temporary mailing address or the

regulators will interpret this as the location of the first

brarmch.

Trust Fowers: Not much has been said about trust powers in

this paper as not many new banks open with a trust
department. If the applicant plans to open with a Trust
Department, the application will have to addresg the issues
of management experience and &bility in the Trust area

within the application, particularly in Fublic Interest
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Section E.

Subscriptions Information The number of authorized shares

and rpar value will have been designated in the corporate
bylaws and ‘disclosed in the offering circular. Authorized
shares, of course, will exceed the number of shares offered
for sale to allow for future growth of capital througﬁ the

sale of stock.

The Subscriptions to Date, Number of Shares Subscribed,
Sales Price, Number of Subscribers and Subscriptione Faid in
Cash should all &agree to the totals omnm the listing of
stockholders in the supplemental information section.The
expected subscriptions on opening date (total number of
shares projected to be sold multiplied by the sales price)
should not greatly exceed the subscriptions to date. In
other words, the applicant should have 85% to 90% of the
total expected capitalization sold at the time of
application. The organizers must also be confident that the
Expected Subescriptions on Opening Date Ffigure on the
application will be obtained within sixx to eight weeks of

the application date.

There are important reasons for submitting an accurate
figure for the expected capitalization. Firet, the

Commissioner vill require a final listing of subscribers




prior to 1sstiing approval of the application. Theretore,
~the - figure on - the &pplication. must be . obtainmed prior 4o
receiving the Certificate of Authority. The euxpected
subscriptions figure is the also capitalization base used in
the extensive financial projections reguired later in the
application. If a figure is submitted and not attained, the
regulators will require a complete revision of the financial
projections usinag the actual capitalization realized through
the stock issue. Obviously, this will cause delays in the
approval process. Another reason 1is that it reflects
unfavorably upon the organizers to submit an expected
capitalization which has only been S0OZ or 604 attained,
especially if it is not realized and the application
requires major revisions. It gives the impression of
overly-optimistic and overly agagressive diéectorship and
management of the bank ——an image that is certainly to be

avoided when dealing with the Commissioner.

Expected Opening Date. Add five or six months to the

application date.

I11. Quarters. This S8Section should contain a detailed
description of the permanent and temporary premises to be
occupled by the new bank upon opening for business. The

description should include the following information:
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= ThE'address‘br'dést?iﬁtidh of the location.

- The square-{footage to be occupied.

~ Brief description of the physical characteristics of
the bu;lding .

- If it is to be leased, an outline of the exact terms of
the leasing agreement.

~— If it is to be purchased, a description of the terms of
sale.

— If the building is to be built, an estimation of the
construction costs and information relating to the
contractor.

- If the bank is to occupy temporary quarters, such as a
bank trailer while a permanent location is under
construction, the rents and timing of these
arrangémnets should be described.

- If any subleasing of premises by the bank 1is
anticipated, estimations of the net rental income

chould be disclosed.

Leasing the permanent quarters in the beginning vyears of
operations, other things being equal, will be regarded more
avorably by the Commissioner than purchasing and/or
building the bank’'s first location. 7The reasoning is that a
substatial investment i1n premises (F500,000 or more) ties up

a significant portion of the new bank’'z= capital 1n
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I111.

non-earning assets, a situation which generatec a
substantial opportunity cost in terms of interest “i1ncome
versus leasing. Another caveat is that the commissioner is
very- wary of "monument building" by the EBEBoard of Directors

of a new bani:.

An  arrangement that some new banks have utilized .with
success is to work out a deal with a developer and investor
to build a bank building to the bank’s specifications and
lease 1t to the new bank. This offers the financial
advantages of leasing and the physical advantages of the

bank building its own guarters.

The bank may want to put an option to purchase at some
future date into the lease to allow for ownership when the

bank can afford it.

-

Investment in Furnituwre and Fixturee and Eqguipment. This

section requires and estimation of the outlays that will be
required to acquire the fixed assets necessary to upfit the
bank premises into an operational banking office. The
schedule is itemiced by major cateqotries. Experience
dictates that the new bank should be able to open the doors
with amn investment of F100,000 to F150,000 ia FF&E.The
actual AFigures will depend on a nunber of factors,

particularly the physical configquration of the building.



The CEO and/or oraganitere must contact vendors of bank
‘equipment wnd office furniture and solicit proposals. * There
are ceveral companiec (LeFebure, Mosler) which can sell and
install everything the bank will need with the exception of

furniture. This includes vault, teller line and equipment,

security equipment and drive—-up facilities.

A typical estimate of the investment in furniture, fixtures

and equipment is shown below:



ITEM # UNITS CosT RENTAL

‘Vault Door 1 13,500 —
Safesg 1 4,500 S
Safe Deposit Boxes 200 7,000 -
Counter & Cage S 6,750 —_—
Drive-Up Window 1 14,000 ——
Night Depository i 5,500 ———
Security Equipment - 5,350 —_—
Automated Teller Mach. Q O —_—
Furniture - 25,000 S
OTHER: —_—
Frefabricated Vault 1 19,000 -
Carpet & Drapes - 5, 000 —_—
TDTALv 105,600
IV, Estimated Organizational Expenses. I suggest that this

section be presented on a separate sheet of paper and
inserted behind page 4 of the application as an attachment.

More detail can be disclosed this way than the application

schedule allowe. Ase discussed earlier in this paper, the
organizational expenses are very 1mportant in- the
Commissioner ‘e eveaeluation of the proposed bank. At thie

point 1in the organizational process, the majority of the

o=
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V.

organicational costs ehould have been incurred, and an

‘eitimation “of “the total organirational expenses can be

accurately computed. Attornevs fees, advertisina, printing
and .postage expenses associated with the incorporation and
sale of stéﬁk will have been paid. The major expenses to be
incurred during the remainder of the oraganizational period
will be salaries, pre-opening marketing, occupancy exﬁenses

and office expenses. These cost should be both controllable

and relatively easy to project.

Needlesz to say, the accounting and control of expenses
should be an ongoing process from the very beginning. The
bank will have to be prepared for a "mini-examination" of
the books when the EF]I investigatores pay a visit on the

applicant shortly after the filing of the application.

How will Eipenses be paid? 6Answer: Organizational Expenses

will be paid by subscribing stockholders based on the

percentage of total shares subscribed

Adeguacy of the Capital Structure. This section requires a

summarization of deposit projections, an itemization of the
beginning capitalization of the new bank, a statement of the
proponents’ attitude toward raising capital in the future
and a list of the investment of the directore and major

stockholderse 1in the bank.

[
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‘A._Estimate - of :Deposits for- - the: Fropased Eank: The techniques -

“for estimatinag ‘and projecting deposits are described later
1n Fhis chapter. This section will be completed after the
applicant has performed complete financial projections for
the new bank. However, 1 will be using an example of a new
bank throughout the financial projections section, so I will
introduce the model bank now. I am basing the projections

on a bank which starts out with #3 million in capital:

First Second Third
TYFE OF DEFOSIT (000°g) Year Year Year
Non-Interest Rearing 2,100 =,800 5,500
Time Deposits 4,200 i1,500 16,300
Savings Deposits 2,700 S,700 G000
TOTAL DEFDSITS g, 000 21,000 31,000

EB.Froposed Capital Structure. The Reserve for Operations is

simply an accounting maneuver by which new banks set up a
reserve against which operating losses are charged rather

than carry a negative retained earnings account:

oS4



Expected Subscriptions Capital Reserve for
Opening Date Stock Surplus 0Operations

3,000,000 1,500,000 1,000,000 500,000

Capital Stock is the Number of Subscriptions times the par

value per share. The reserve should essentially be #400,000
to 500,000, The Surplus computed by subtracting Capital
Stock and the Recerve tor Uperations from total

subscriptions.

Liet of Directore, Officers, and Stockholders over $25,0DD.

This listing is tairly self-explanatory. What the
regulators. are looking Ffor here is: 1. What the Board has
invested in the bank; 2. Does anyone control more than 3%
of the banks stock; 2. How much concentration of ownership
exists; and 4. I+ the directors own the regired amount of

sharese free and clear.

To complete the Amount Borroﬁed column, the applicant should
ask the directors if they have borrowed to buy their stock
and report their disclosure. fAic far as non—-directore are
concerned, the only way the applicant knows i they borrow

to purchase the stock is if a lending institution contacts



VI.

~the bank to notify them to - deliver the shares to the lender

as colleteral upon issuance of the stock certificates.

Future Earnings Frospects. This section will be developed

VII.

in detail later in this chapter under the Fublic Interest

Section C.

Fublic Interest. Thie Jour—-part section of the application

is the real meat of the document. In the public interest

section, the applicant demonstrates their bknowledge of the

market, their overall ‘marketing and operating plans, and

their projection of the Ffinancial viability of the proposed

new bank.

Fublic Interest Section A: "Define the Trade Area and

describe its economic base and development, its economic and
demographic growth and potemntial, and the level of financial

competitian.

The applicant has already prepared this section (or should
have.) The analysis of the Trade Area and General Market
described in Chapter Three is the Ffoundation and framework
for completing thise section ot the application; The
applicant cshould address and analyze the following

characteristics of the trade area and general market:



1. Geographic Description

Location of the Eank

k2

Current Developments and projects planned or underway

2]

in the trade area.
4. Commuting Fatterns and trends.
S. Traffic Counts near the proposed location.
6. Occupational Statistice and trends.
7. Fopulation Growth
8. Retail Sales
. Building Activity
10. Edu;ation
11. Income
12. Deposit Browth in the Trade area in Bénks, S@L ‘s and

Credit Unions.

Fublic Interest Section H: "Discuss the characteristice of

financial services offered in the trade area and specify how
the proposed institution will differ or compare in the

quantity and quality of services to be offered."

Begin this section with a general discussion of the other

financial institutions in the area. Identity the level of

competition A{rom regiocel banks, other community banks,
5% 's, Credit Unionz and non-bank Jfinancial incstitutions.
Discuses patterns and trends in deposit qgrowth. Merger



activity may indicate  that a niche 1is availlable for an

independent bhank 1n the trade area.

Recognize ‘the'fact that the trade area has full-service
banking available at present and that the proposed bank will
not differ greatly in the products and services to be
offerd, and then go into a discussion of the identified
competitive advantages that will allow the bank to compete
effectively against the competition (from Chapter Three.)
These advantages will include such factors as: Locally owned
and bperated; managemént expertise and backéfd@nd; Board
leadership and marketing:; convenience of facilities and
hours. In thie section it 1is appropriate to give brief
biographies and backgrounde of each directog, the CEO and,
if possible, other members of the management team. Discuss
the general structure of the bank and identify programs and
policies under development which relate to competitive

issues (marketing planes, call programs, etc.)

Next, present & description of the market segments to be
targeted by the bank. Discuss the demographic information
which supports the actionability of the seamentes and
describe the characteristice of the segments which make them

attractive as bank customerc.

Include & list of producte and services to be offered by the

n
G



bank and mention some services to.be broght into the. product

line in the future, such e finenciel planning or automated
banking.
Summarize by relating how the competitive advantages,

policies and programs, and products and services will allow
the bank to succeed in attracting the targeted market

segments.

CBublic Interest Section €:  '"Show. how the | proposed ..
institution will become viéble within a reasonéble period of
time. Iﬁ answering this question, you may wish tq_rélafg“'
yvour deposit and earning projections (Section VI) to the
mar ket characteriestiec described in this secfion and other

pertirnent factors.

The approach to this section is to give a detailed
description of the financial projections presented in
Section VI (which have not been done until the analyses in
thie section have been completed) and to further develop the
business plan with respect to the financial management and

profitability issues.



i.

Suggested Outline for Fublic Interest Sction C:

1. Organizationeal Feriod
2; Deposit Frojections
Z. Capitalization

4. Ascet Management

A. Cash and Due Froms

E. Investments and Fed Funds
C. Loan Fortfolio

D. Fixed Assets

5. Interest Income

6. Interest Expense

7. NetvIﬁte?eét Igéome
8. Other Income

G. Dther Expenses

10, Financial Summary

~

ORGANIZATIONAL FERIGCD. Give & brief description of the
organizational period thus far. Include the starting date,
how long it took to raise the capital, the staffing and
headquarters arvrangement, the anticipated timing of the
cellection of subscriptions due and the anticipated opening

date.

&G



Frecent the cschedule

Sectidn IVv.) At the end,

expense categories.

during the

organizational expense figure. The 4following is an example

Orgaenizaticonel

Expenses

include notes explaining the major
show projected interest

organizational period and show

of how this schedule may appear:

NEW BANE

AND TRUST

FROJECTION OF ORGANIZATIONAL EXFENSES

Application Fees
Legal Fees
Consulting Fees
Salaries
EBenefits
Advertising .
Frinting

Fostage
Insurance
Supplies

Rent

Furniture Rental
Telephone & Utilities

Miscell aneous

4,500
7 4,900
8,000
43,500
4,000
25,000
S, 000
1,500
1,500

750

1,500
Z,QDQ

SO0



TOTAL EXFENSEC 117,000

Interest Income 75,000

Net Organizational Expenses 38, 000

NOTES:

Application Fees: ¥1,000 ~ Incorporation, 3,500 +to State

Corporation Commission for Application for State BRanking

Charter.

Legal Fees: Toc Jones, Jones & Smith for services associated
with preparation of bylaws, +filing for 1incorporation,
preparation of offering circular and subscription agreement.

Consulting Fees: To Bigger Bank and Trust -~ 1,000 per month

tor eight monthse for consultimg services.

Salaries: CED - £50,000 annually for nine months = 37,500
Fart time secretary 8,000 annually for nine mos. = 6,000
Total = 47,500

Advertieing: Totel billings associated with advertising of



e.etoctk lesue: $20,000. FProlject *5,000 additional eypense for

pre-oponing marbeting activitres.,

Rent: Rental of 500 square foot organirational headquarters

at ¥750 per month for nine months.

Show how the interest income for the organizational period

was derived by showing a projection of the bank & statements

.af financial condition dwina the period. . Investment vield

észumptions for the example on the following page are: U.S.

Government Bonds - 7.50%, Certificates of Deposit - 8.00%:



Statements of Fimancial Condition - Drganizational*?eriod;
January — September 1986%

Cash
U.%. Govt. BRands
Ch's

Total Assets

Capital Faid In
Interest Income
Expenses to Date

Net Capital

e g et s

* - January through April:
May through September: Frojected

- ot 20 e s s

Actual

Mar-86

it amang Sot0e et Ooute vasan

— v — o

e ]

b4

P N e L

1,133

1 TS

‘1,200
11

78

1,133

mnsmETIER R

——— - w——

— 00 ot o e soatt s

g dasag oot ettt

—— i o o —

Aug~-8646



Note that the .. Income and.. Eupense Ffiouwresz tr1e 1m to the

projections on the sechedule. Throuvghout the application,
consietency 1in the relationships of the numbers to other
numbers in * the analyses is important. The interest income

was computed by applying the rate assumptions to the average
balance of the Bond and CD investments for the partitular
month and adding one month’'s computed interest to the prior
months cumulative total. Expenses durinag the projected
monthe was simply spread evenly over the five remaining

months.

2. DEFOSIT FROJECTIONS. The entire basis of the financial

. :projections-depends on the: deptisit  projections. There“are
different methods for generating deposit projections for new
banks. The most popular method seemsz to be to pick some
numbers out of the air, but a more analytical technique is

A

preferable.
The suggestion here 1s to perform the following excercise:

1. Compile the Tayloe-Murphy deposits for the new bank’'s

trade area for the previous six to seven years.

2. Ferform a regression analysis on these numbers to derive
an equation that estimates futuwre deposit growth {for the

area.

Z. FPased on the competition, the bank’'se marketing plan and

-
+ D



other percieved trendes and {factore, set & qoal

{for the new

bhank '« percentage cshare of total deposits in the trade

for the first 3 years.

4. Calculate the deposit projections using

Aarea

the projected

deposits for the trade area and the share of market goals.

EXAMFLE::
Total Deposits in Thousandes of Dollars

1980 1981 1982 198%
UvE 55, 000 60,000 67,000 80O, 000
~SOVRAN 155,000 15,500  .18,000  1B,500°
1st VA 8,200 8,200 9,900 10,000
DOMINIDON 4,000 5,000 &,500 7,500
EBLOFVA ' 5,100 5,500 6,000 6,500
CCENTFIDEL . 2,000 £ 2,300 © D000 LA ,000,
LCommunity Bank 15,000 15,500 18,000 22,000
Little Eank 8,000 G ,000 11,000 12,500
Swi 9,000 9,500 9,000 10,000
SwL2 5,000 5,000 6,000 6,500
SL=E 1,250 1,800 2,500 2,000
Credit Union 1 A 1,100 1,500 1,700
Credit Union 2 . SO0 750 850 1,000
Total Deposits 129,050 140,050 158,850 183,200

1984

85,000

© 19,000

10,450

8 . Q0

7 4 Q00

4 500 .

25,000
14,000
12,000
7 4,500
4,000
1,800
1,100

199,350

1985
GO, 000
19,500
10,800
2,100
7. S00
v b, QOO -
30,000
17,000
13,000
8,000
5,000
2,000
1,300

219,200



A reagreczion  analys

tollowing equation:

Total D;posits =
Where:

F106,317 =

18,4657 = The pr

The Ye
1982

Year N =

1€ ot the above

£106,%17 + $£18B,657 x

oiected annual

ar to be estimated
=2 ... 1987 =B and

numbera

Year N

(1980

yvields the

The base figure generated by the regression

increase in Deposits

:1,
1988 = 9, 1989 = 10)

Using:the regression pstimate, ..the total .deposits-+Hor the

trade area for the three vears coming are:

Total Depocits

‘1986 1987 1988
276,916 255,573 274,230

1989

59z ,887

ssume that the organizers set the following share of market

goals for the

1987-198%9 as Years 1

Share of Market Goal

fpplving the

projections vyields

deposits for the new

Total

first

chare of

Frojected Deposits

three vears of
to Z):
1987
Z.50%
mar ket

the Ffollowing projection
banlk::
1987 15988
8,945 20,567

(Year End in Thousands)

&7

operations

198

7.50%

goals to

the

{(using

1589

10.80%

deposit

of total

1989
30,753



Ereakdown of Déposifs.’ The next step is to breshk down total

depesite 1nto the me e inter st bearing and nonanter est
bearing cateqgories. The following schedule ot raticos was
taken +;Dm the EBRank Administration Institute U.5. Bank
Fertormance Frofile 1984 Directory. The ratios are +for
barks in the state of Virginia *:

Bank Asset Size (Millions)

MEDIAN VALUES TFL1O #1025 F25-¥50

Demand Deposite % Depocsits 19.347% 7. 32% 16.24%
Saving Deposite % Deposits 29.36% 29.92% 30.89%
Time Deposits 7. Deposits. AS- A7, ST G D6y OTL

These numbers do not add up to 100% because they are median
values for all banks within the resource group. Another
comparison that can be made is to look at the experience of
new banks in the state. The following table is the result
of a compilation of the balance csheets of 14 new banks which
opered in the Commonwealth of Virginia between 1981 and
1985 = (See Appendix C.’) The €all Report information used to

compute these ratios does not brealk down time and savings

deposits separately:

Year 1 Year X Year 3
Demand Deposits % Deposits 28.57% 19.19% 19.447%
Time & Savings % Deposites 71.41% BO.B1% 80.56%

A combiantion of these two estimators may be calculated by
averaging the Demand TLeposit Ratios and <epreading the

remaining Time and Savings ratio according to the EBAIL



ratios.,

“Year .End (%)

Year

1

Denmand Depozits % Depooite 7

Savino Lepozits % Deposite oY
Time Deposits % Deposits 44
Total Deposﬁts 100
Applying these ratios to the

generates the following breakdown

Lot

G
77N
B
. 18%

< 0Q0%

To

of

1967

Year End (000 ')

Demand Deppsits
Saving Deposits

Time Deposite

Total Deposits

The +following schedule gives

the deposit projections(using

&5

24157
2,687 7
4,156

9,000

a more

rounded

Year - Year o
RS 17.89%
Y W SIS
54,907 S3.15%
100.00% 100, 00%

tal Deposit estimates

deposits:

1989

1986

-=3,834. :.?5593
5,718 8,978
11,449 16,477

21,000

21,000

detailed breakdown of

off numbers)



Year bknd (D00 s) 1987 1988 198%

Fesonal DDA 5SSO0 GO 1,500

Commerciel DDa 1 800 <G 4,000
Total Demand 2,100 3,800 S, 500
NOW Accounts 1,000 2,000 2,500
Money Market Accounts 1,600 2,500 5,050
Other Savinags 100 200 450
Total Savings 2,700 5,700 9,000
Short Term CD s 2,000 4,500 6,500
Long Term CD’'s 2,000 &, 650 9,350
IRA = 200 50 HSO
Total Time Deposits 4,200 11,500 16,500
Total Deposits = = . . 2,000 21,000 31,000

By Py S UPss STy Ce T J oL

The more detailed breakdown will be based on percieved
trends in“the trade areéa, “~ihformation which can’ be garnered

from the competition, and & little "Kentucky Windage.

CAFITALIZATION. The applicant should discuss the importance

of prudent management of the capital account and assert that
the management and directore of the bank will at all times
maintain & sound capital to asset ratioc (7.5% to B.0%.) Any
contempl ated programs for the stockholdere’ which will allow
them to increase their investment in the bank ——such as
dividend reinvestment plans or optional cash contribution
programs ——should be mentioned. A brief discussion of the
imnitial capitalization and stockholder bacse EhDUid also be

included.

70



ACSET MANAGEMINT. A eianlar approach o aseet proiections mav
be takeéen as  with  the deposit proiections. First, total
szsete should be roushly estimeled besed on the capital and

deposits proijectione:

1989

1986

1987

Year End (000 's)

Estimated Deposits G L, 000 21,000 21,000

Frojected Capital Z,000 3,000 =, 000

Total Assete 12,000 24 000 24,000

The compilation of the new banks in Virginia Balance Sheéts
gives us a break down of assets for the first three years of

operatiohs to use as an estimator:

Mzior Balance Sheet Categories as percentage
of Total Assets - Composite of 14 New Ranks
opened in Virginia 1981 - 1965
Year 1 Year = Year 3
Cacsh fAssets % Total Assets 7.735% 7.04% 6,627

Investments % Total Assets
Fed Funde % Total Assets

Total Loans % Total Assets
Loan Loss Reserve % fAssets
Fixed Assets 7% Total Assets
Other Assets % Total Assetcs

TOTAL ASSETS

165.96%
18.14%
S51.97%
-0,31%
4.03%
1.467%
100.00%

AT ALt/
alolre QL) A

G.53%
S54.52%
~i. Z5%

4.18%

1.81%

24.51%
.21
57.71%
—-1.03%
4.39%

2.899%

100, 00%



Applying this schedule to

Year End (000 <)

Cash Assets
Investments

Fed Funds

Total Loans

Loan Loss Reserve
Fived Assets
Other Assets

Total Assets

Mow we can add a little

the educated guess system:

Year End ((QQ0°‘sg)

vault Cash,
Due Froms =

Total Cash Assets

Investmentse

Fed Funds
Installment Loans
Time and Demand Loans
Real Estate Loans
Other Loans

Total Loans

Loan Loss Reserve

Fixed Assets

Other Ascsete

Total Assets

detail

the eztimate for total

12,000

g
oy [BIN1N)

2,640

7600
2,250
5,000

250

to the

1968
1,650
5,583
z,288

13,084

(82)
1,003
474

24,000

projections based on

5,600
I, 100

= . GO0

5,000
4,600
SO0

(140)

240

24,000

1989

v 100

=,150

-~

8,300
2,810

5,000

8,000
S 4,600
1,000

(Z200)

240



Some of the estimates are  adiusted duc to certoaan brnowledac
about the proposed banmb. and the compiletion numbere. For
inetance, the loarn loce reserve raltic 100 the completion ic
ske;ed to .the high side due to a couple of bank’'s which
were carryina abnormally high loan loss reserves. A sate
and prudent level Ffor this ratio is to carry approximately
17 of loans 1n the reserve. Firxed Acssets are based on the
organizetrs actual projections with respect to premises and

equipment. In the above example, 1 assumed that the bank

would not purchase its first location and would carry a

T en e ‘ et ‘o . el e vy [ R ¥ e

féléti&éfyﬁlbWér'fIéQei"6f'{{ikédké%éefé:“'Feﬂéﬁélr Funds is’
used to balance out the projections (much in the same manner
as Federal Funds are handled daily in the bank to employ the

maximum amount of excess funde into earning assets.)

The projections +or yvear—-end balance sheets have now been
completed. In both the asset and deposit projection
sections, the applicant <ehould add comments on how these
figures were determined. The application should also
discuse the organizer’'s qgeneral philosophies concerning
lending practicez, asset/liability management, investment in

fined assets and other pertinent iscsues.

S.NET INTEREST INCOME The schedule of net interest income is

relatively easy procecscs once the balance eheet hac been

projected. The first step 1s to calculate average balance



sheels for the first three veare of operaticng:

ﬁfajecteg Eal ance Sheet
Year 1 through 3 (000's)

Beginning

End End
Year 1 Year 2
7O =18}
8&0 1,620
Q3D 1,700

Year 1

ASSETS:

Vault Cash O

Due Froms 10
Total Cash Assete 10
Investments 2,852
Fed Funde - O
Crpstaliment (Loal LR

Time and Demand O

Real Estate Loan O

Other Loans 8]
Total Loans 0
Loan Lose Reserve O
Fiyed Ascsets 100
Other fcssets Q
Total fAscsets 25462

2,000 5,600

2,640 3,100
Lt 7(-4)'(3) at :,C) OO
2,230 5,000
I, 000 4,600

250 S00

b 4 200

17,100

{(659) (140)
1260 240
175 400

2,810

L5, 000
§,000
5y GO0
1,000

19,600
(200)

240



Proje;ted Falance Sheet
Year 1 through I (OO0 ‘g)

Heaginning End Eric End
Year 1 Yeatr 1 Year Year

LIAEILITIES % CAFITAL

Fesonal DDA O S50 FOO 1,500
Commercial DDA 8] 1,350 24700 4,000
Total Demand O 2,100 2,800 S,500
NOW Accounts 0 1,000 2,000 I, D00
Money Market Act O 1,600 E,S00 S, 050
Dther Savinags 0 100 Z00 450
Total Savings O 2,700 D, 700 &, 000
Short Term CD’'s, o :L,nun_an4,dunmJ L G,500
tohg Term CD's 0 T 2,000 ¢ 6,650 1 Q350
IRA's O 200 - EZ50 650
Total Time Deposit R B 4,200 . 11.uUUP 16,500
Total UeposlTs 0 G,000 21,000 1,000
Capital 2,962 2,000 Z 000
Liabs. & Capital 2,967 L OO0 24,000

-



By adding adsiscent Lolumne anc dividing by two, we generate

avgrqge.bélance'sheets for the first three,y&éve;

Frojected Average Balance Sheet
Year- 1 through 3 (000°g)

ASSETS Year 1 Year 2 Year =
Vault Cash 5 75 GO
Due Froms 4735 1,240 1,885

Total Cesh Ascsels 470 1,219 1,975

Investments 2,426 3,800 6 FE0

Fed ‘Flnds 1,320 7 vh,gYe e, 955
Installment Loans : 350 1,850 4,000
Time and Demand Loans 1,125 3,625 6,300

L RealsEstate Loans 15500 7 2 E3,800. -l 5y 100
Other Loans Co 125 75 : 750

Total Loane Z,100 2,650 16,350

Loan Loses Resetve (23 {103) (170)

Fived Assets 110 180 2G50

Other Ascsets 88 288 650

Total Ascsets 7,481 18,000 29,000

~Nd
r



Froijected Averene Kelance Sheet
Year 1 throuagh 2 Q00 <)

7 Year | Year o Year 2
LIARILITIES AND Call1aL e e

Feconel DDA JENA 725 1,200
Commercial DDA 775 2,225 D,450
Total Demand 1,050 2,950 4,650
NOW Accounts S00 1,500 2,790
Money Market Act. 800 2,950 4,275
ODther Savings 50 150 225
Total Savings ATH) 4,200 7,350
Short Term Ch's 1,000 T,E250 5,900
Long Term CD's 1,400 4,325 8,000
IRA ¢ 100 275 500
Total Time  Deposits 2,100 7 7,850 714,000
Total Deposits 4,500 15,000 26,000
Capital- 2,981 3,000 =000
Liabs. % Capital 7,481 186,000 29,000

The next Step is to make some rates and vyield assumptions

concerning the earning assets and interest beatring

liabilities:



Multiplyi

EARNING ASSETS

Irnveet miont e
Fed Funds

Installment Loanc
Time and Demand Loans
Real Estate Loans

Other Loans

INTEREST BEARING LIAEILITIES

NOW Accounts
Money Market Act.
Other Savings
Short Term CD's
Long Term Ch'e
IRA s

hg the average earning

assets and

RRTE
FORECAST
G, O0%
VARV
12.00%
1.00%
11.50%
14.00%

[RIeVA
S0%
e e
st /e
. Q0%
LSO

. Q07

RO ARR N AL 1 ol s o

average interest

bearing liabilities by the rate projections generates a

Net Inter

est Income schedule.

INTEREST INCOME (COO°S) Year 1
Investments 218
Fed Funde 99
Installment Loans 5
Time and Demand Loans 124
Real Ecstate Loans 177Z
Other Loancs i8
TOTAL 677

il

Year 2 Year I
42 626
~E o lnle
241 520
99 715
47357 =587

Sz 105



INTEREST EXFENSE (000 'S) Year 1 Year o Year

NOW Accounts 20 Q0 165
Money Merbet Act, RO &t 27
(Mt Lovinos £ 1y
bShort Term Chi'e 79 257 45
Lorg Term CD's 5 368 680
IRA's 9 29 =

TOTAL 258 1= 1,619
NET INTEREST INCOME 419 775 1,15

&. OTHER INCOME. Other lncome or non—-interest i1ncome will be

aenerated from a variety of souwrces including the following:

Sérvice CHarges on Deposit Accounts’
Non-Customer Service Charges
Retwrn Checlk, Stop Fayments and Overdraft Charges
Credit Insurance . e e
Sale “of ‘Money Orders, Cashiers “Checks anhd "Cértified
Checks Safety Deposit Eox Rental
The Annusl Reporte of the Bureau of Financial Institutione
compiles operating ratios {or state—chartered banke in
Virginia broken down by asset sice. The following ratios

represent the average for the ratios reported by the BAI for

198% through 19B85:



~d

Utter lrncome %W of
Total-sInterest - Income

Depoe s
Income

Sovice Charars o
Other Nom-lnterest

Frojected Interest Income
(OO0 ‘)

INCOME FROJECTION

Sevice Charges on Deposits
Other Non-Interest lncome

Tatel Other Income

OTHER EXFENSE.

Other Eupense %
Interest Income

Salaries & Bernefits
Net Occupancy Expense
Other Non-Interest Eupense

Frojected Interest Income
(ODD &)

Salaries & Benefits
Net Occupancy Expense
Other Non-Interest Expernce

Total Other Expenses

Hard

ﬁ flU

13,860
19,897

32,757

QE:ot 51.&

$10- igq

53,750
41,358

95,109

From the BFI Annual Report:

(Fiillione)

¥2E5E-350

Ry
- e oAl -

82,544
64 Qa0

146,944

20

e s
[ By

19.95%

125,294
40,225
122,892

oBE,411

fas]
R

l-

16 \J()I-
5. 8%%
11.97%

255,585
1,236
185,415

e 2

h—'—a—-"—-—

395,264
121,088
311,552

827,904



Analysis oi other gxpenses using HAL numbers 16 helpful, but

each mnew -banb’'s <cituation will be .umique 1n terms- of
CCCUpranty Eaponss . elaidinn and solarie, gdela processing
sysfems, and other such eupense categories. The arganizers
must project these major expenses by analyzing the operating
plans made at the time of application and using their best

estimates.

6. FINANCIAL SUMMARY: The numbers generated in the preceding

sections of this chapter will give & agecod framework for

complegting = the .Fublic “Interest .Section-C. .. pf "the.:'state:

application as well as other sections (Section VI - Future
garnings,Frpspectngand Secti@nqivaq=~~Estimatgd~Depqsrt§.)a
The numbers must be summarized and loocked at as a whole to

sec 1f they make sense.

Summatry of Financial Frojections

Year 1 Year = Year =
Average Earning Ascets 6,846 16,320 26,250
Average Total Assets 7,481 18,000 25,000
Average Eﬁepogi ts 4 ,5':::'[:? 15,(:.‘(:)(:) 26,‘.:)(::‘(::'
Average Capital 2,981 , 000 3,000

"~



Summarsy of Fimarmcial Frotections (Cont.)

Interest lrncome S e 1é 1,695" .3.774
Interezl Lupensc LR G 1,616
Net{Interesﬁ Income 208 77% 1,154
ODther Income 24 ?5 147
Other Expense 288 532 828
Loan Lose Frovision 75 85 70
Organizational Expense 1173 8] O
Net Operating Income (152) 61 109
Feturrn On Assets -2 g 0, 34% 0. 8%
Return On Equity -5, O%% Z.04% 3. 647
Yield on Earning Assets G.00%4 10.35% 10.56%
Cost of .Funds . | 307674 5957 60177
Net - Interest Margin 5.23% 0 A0748%4 a4 a0u%
Capital to Assets Z8.26% 16.67% 10, 34%
Earning Assets to Assets F1.51% Q0.677%4  F0.53%
The preceding analyses illustrate the methodology AFor

performing the proiections of financial operating results of
the proposed new bank. The analysis lacks the depth which
must be ;mplemented by ¥ormu1atihg operating plans and
projections for those income and expense areas which the
organizers should, at this point, have a more exact idea of

what the bank’'s actual experience will be. For example,
statfing and salaries should be planned out for the three
vears. DOccupancy Expense can also be projected with some
degree of accuracy ac can data processing, . marketing
expenses, profescsional feecs, and several other categories.

In thise senze, the ratios compirled 4rom the new banke are of

™



Himitéd " valae, 'however, comparisont of the “organizere’

aclual projecliones to these retios showld be mede.

Notes 3

1. EBank Administration Institute,U.S. Banl: Ferformance
Frofile: An Inde: of Bank Ferformance. (Rolling Meadows
Illinois:Rank Administration Institute, 198%5) :

2. Bureau of Financial Institutions of the State
Corporation Commiscsion Annual Reports 1981 - 1985




Fublic Interest Section D: This section requires a listing of

&ll banks and Savinags and Loan DOffices operating in the trade
area, their locations, their distance from the applicant’s
Eroposed firet location, and their depogitle tor three prior
;ears. .To complete this section, the applicant will need: 1.
The Yellow Fages; 2. A street maps; 3. a rulerg and 4. The
Tayloe Murphy Institute Reports of Deposits for the prior

three yearse. Generally it is sufficient to 1list all banking

offices in the city or county in which the bank will operate.

SUFFLEMENTAL INFORMATION

Mape . The applicant should include at least two maps:

Map 1 will show the general market area (SMSA) with the

primary and secondary market outlined.

Map 2 will show the primary trade area. All of the
banking and 8%l offices operating in this area will be
marked on the map along with the applicant’'s proposed
location. @A legend should be included to 1dentify the

depository offices.

Director’'s Certifications: There are three documents which

muet be submitted with both copies of the application:



- The Directore Certification (that the appliceation

information i1e true and correct.)
The Divector e Getty i Oi430e.

— Directors Certification that they have read and
understand the BFI booklet entitled "Bank Directors
Reeponsibilities." The organizers must obtain these.booklets
from the Bureau and distribute them to the directors as they

are recruited.

Directors: Financial — -Stateéments.. . The*  personal ~financial,

cstatement of each proposed director must be included with the
application " "wWith™ ‘original™ . &ignatures. - Include - .these

statements with only one of the copies of the application.

List of subscribers. The stockholders accounting system must

be capable of generating a list of subscribers in alphabetical

order, showing the following information:
1. Full name.
2. City and State of Residence.

.

Z. Qeoccupstion.



4. Nuamber of Stares Subecribed.

S. Cash paid-in to date.

The shareholdere list must be numbered consecutively. Total
share subscribed and total cash paid in must be shown and

agree with those numbers in the application.

Fermanent Quarters Information. The applicant must include

documentation to verify thal the location which ie proposed 1in
the application ie available to the bank under the terms and
conditions outlined in préviocus sections. TRi& could’include’
copy of the lease, sales contract, building contract or

Letters of intent From both the bank ‘and the Ee1Tér/1eagor

Offering Circul ar. Include a copy of the offering circular

as supplement to the application.

Resume of the CEQ. The proposed CED's resume should be
included. The CEDO should update hie resume to emphasiczce
barmnkinag experience, educational credentials, and civic

leadership.

Community Reinvestment Statement and Community Reinvestment

fct HMolice. The Statement is & written copy of what the

bant, ‘e Comimunity Keinvestment policy will be. The Hotlioce 18 &

m
or



copy of the Community Reinvestment Act notice which must be
displayed imn bank lobbies. These both should simply be

p]agafi:ed from a friendly fellow community banker.



CHAFTER NINE

PREFARATION OF THE AFFLICATION FOR MEMBERSHIF IN THE

FEDERAL RESERVE SYSTEM

The application to the Federal Reserve should be submitted
to the Fed in Richmond shortly after the application for the
state charter is filed with the BEFI. While, technically,
the Fed does not process the application until after the
state approves the bank for a state charter, if they have
the applicatiocon “prior -to ‘the state “acts,” they '‘can 'do
preliminéfy re?iek of the document and expedite the’approval
proceds.”” CUNOFRAl TV, the Fed Wil | &pprove the " applicatibn
thirty days after the state issues their certificate of

authority.

The Fed application is preparéd according to an instruction
sheet. The application is a cover sheet which requires the
general information about the bank, and the remainder of the
application is prepared according to the instructions. GSee
Appendix B for & copy of the Fereral Reserve membership

application and instructions.)

The application should be submitted in triplicate, one

original and two copies. As with the state application, it

&8
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Fublication. Frior to the +filing of the application, the

organizers should have a Notice of Application published in
the local newspaper legal ads section. The exact format is
shown on the Ffirst page of the instruction sheet. The
Notice must be published on the same day of the week for two
consecutive weeks. The application should be filed in

between the two publication dates.

Confidentiality. A request for confidentiality should be

included for the Directors’ personal financial statements.
FINANCIAL AND MANAGERIAL INFORMATION

Froforma balance sheet as of opening day: This will be a
projection of the bank’'s asseté and liabilities on the first
day of operations. The balance sheet should total to the
last balance projected for the organizational period in
Fublic Interest Section C of the state application (see page

64.) A few changes should be made to reflect that the bandk

is ready to commence banking operations:



Fro-Forma Ralance Sheet
First Day of Operations

ASSETS:
Vault Caeh 75,000
. bue Froms 100,000
Total Cash Assets 175,000
U.5. Govt. Obligations 1,000,000
Insured CD's 682,000
Total Investments 1,857,000
Federal Funds Sold 1,000,000
Fixed Assets 105,000
TOTAL ASSETS 3,137,000
LREITAL =
Common Stock @ 1,500,000

(par Value %3.00Q,
14000,000. shares authorized)

Surpius - ) 15660 ,660"
Reserve for Operations ’ 500,000
Interest Income 75,000
Drganizational Expenses (113,000)
TOTAL. CAFITAL 2,965,000



:In. Cash, Assets, the bank .projectg that they will have vault

cash in order to open their doors, and due froms —-which are
balances carried with other banks —— in order to cover
clearing balances with the Fed and to pay for correspondent
services from reqgional correspondent banks.It is also
assumed that a portion of the bank’'s investment portfolio
will be transferred to Federal Funds (overnight investment)
in arder to provide needed liguidity to start making loans.
The Fixed Assete represent the projected required investment

in furniture fixntures and eqguipment.

Give a summarization of the capitalization and include &
copy of . the . offering . circular and the suhscription
agreement. The summary information should be presented as

follows:

Total Froposed Capitalization: 3,000,000
Number of Shares Authorized:: 1,000,000
Number of Shares Subscribed: I00, 000
Number of Subscriberss 625
Far Value per Share *5.00
Subscription Price $£10.00
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Capital Accounts:

Common Stock » 1,500,000
Surplus 1,000,000
Reserve for Operations 500,000
TOTAL CAFITAL 3,000,000
3 - A: Estimate of organizational Expenses. Fresent the

same schedule . submitted in Section IV and '"Fublic 'Interest”.

Section C of the state application.

through D. This section requires a thorough discussion of
the financial projections for the proposed new bank. This
section has been developed in detail in Fublic Interest
Sect;;ﬁ C of the state application. Simply rewite this’
section using sectional headings H for assets and

liabilities; C for income and expense projections and D for

the profit summary.

This section requires information concerning the directors
and management of the bank. A convenient way to present the
information is to make & table of the Board and CEO

infaormation which answers sections Z-& through D:



Board. of Directors .= New Bank & Trust.

Name., City

and SHtate of Numb er A

Residence of Sharee Total Occupation

Joe EB. Adams 5,000 1.67% Fresident, Jones
Fortemouth, Va. Construction Co.
Robert E. Brown 8,000 2.67% Fresident, New Rank
Fortsmouth, Virginia and Trust

Mary D. Jones 4,000 1.33% Attorney at Law,
Chesapeake, Va. Jones, Jonee & Smith
Setions S-E should be answered by & brief statement

indicating.that ..nope of . the ..pripncipals.own.ten..percent. or

mbre>o+ another depository inéfitution;.

Brief, one paragraph biographies should be prepared for each
board” member to complete section S-G. The biographies

should highlight business backaground, education and civic

involvement.

The financial statemente of each director ehould be included

in a separate section following the biographies.

Section 6 ie completed by describing any tramsaction between
or among the principals and the bank such as legal services,

banl: premise sale or lease transactions, etc.

G



Section .7 i€ answered by a statement asserting that rnone of
the directors or management of the proposed bank hold

official position with any other depository institutions.

Section 8 will presumably disclose that their are no

atfiliations between the proposed bank and any other bank or

holding company.

In Section Nine, & copy of the articles of incorporation of

the bank in organization should be included with a statement

Sl AL

that

commence business as a bank has been filed with the Bureau

LAt N el LRt e e - .

TR BT T e s T i e T D T i LS i 3 vt g S e s g0y ot .,
the application. for certificdlé "of  AUtherTEy " to:

Pee : . IR R R TS e TUN AT e o S g g L T S T .
of Financial Institutions of the Uirgini'a ‘State-Torperation:

.

Commiscsion and is pending approval. ;

COMFETITION, CONVENIENCE AND NEEDS

Section 1 requires a discussion of the economic and
demographic characteristics of the proposed trade area and
general market. Include a description of the specific
location of the proposed first office. This section has
been previously developed and written in Chapter Three and

Fublic Interest Section A of the State application.

To complete Section Z, redraft the Fublic Interest Section D



aof the State application, which is & listing of the name,
Apcation. . and ... deposit, . .size .. of. _comparing . depository.

organizations.

Section 3 reguires a discussion of the applicant’'s basis for
establishing & bank insofar as it relates to the financial
neede and convenience of customers in the trade area.

Fublic Interest Section B of the state application answers

thie question in detail.

I+ the bank plans to open with & Trust Department. a
icqmplete discussion of the operating and marketing plans. for
Trust operations must be presented in Section 4. This
should ' include managerial expertise and marketing issues.
The projected profitability of the Truset Department must be

discussed as well.

In Section 5, state the date upon which the bank plans to

open (as stated in the state application)

Section &€ - A and B require the Community Reinvestment Act
Notice and policy statement as presented in the State

application.

x|
A




CHAFTER TEN

TRAINING THE BROARD OF DIRECTORS

This manual has been written on the general premise that the
organizers and directors of the proposed new bank have
limited backaround in the banking industry. An important
step in the development of the bank will be to train and

educate the board in banhing policies, procedures, finance

B S Y LI N B L VO BLRE B R R N S TR L L T T AR L U R R P AT AP SRR

and'rcurrent tnp1cs.' Thls Chapter ‘outlines some of the
topics which should be addressed in & training program for
the Board. . The training  program shauld be implemented into
the regular meetings of the EBoard of Directors. A ten or
fifteen minute education session should be a regular agenda

item throuwgh the organizational period and on into the

beginning months of operations.
TRAINING SESSION TOFICS:

Dverview of the Market and Trade Area. This session should

be presented upon completion of the demographic and economic
study as researched in Chapter Three. “The information
garnered in this study chould be presented in‘written form

forr the Directors’ use.



Overview of the Organizational and Approval @ Frocess. When

the Board recruiting is completed, a session outlininag the
taske lhatl lay ahead should be presented including the time
frames projected for the various phases of the praoject and

the projections of organizational expenses.

Sales Technigues. Methods and technigques of personal

selling would be a wvaluable training session for FBoard
members. They are faced with the task of raising capital in
a new venture, an undertaking which is likley to be a bit
intimidating to some directors. ‘A professiocnal " seller may

be recruited to give this seminar.

Foles and Responsibilities of Bank Directors. An overview

of the job description for a bank director including legal
liabilities and fesponsibilities should be délivered
relatively early in the organizational process. Thie topic
can be supplemented by & number of publications and articles
as well as the required reading of the BFI's book entitled

"Responsibilities and Liabilities of EBEank Directors."

Third Party Esxaminers. The role of the State and Federal

bank examiners should be explained & well as the duties

performed by the independent auditors.

The regulatory environment. The history of bank regulation

sy



and deregulation should be discussed., particularly with
respect to'the issues of competition from non-bank financial
1nelrtutionse. Current baking related legislation ghould be

reviewed as well.

Bank Finance: The EBalance Sheet. The major asset and

liability categories should be explained to the Board and
the relationships between deposits, capiatal, earning assets

and olher ascets should be reviewed.

Bank Finance: Net Interest Income. The earning assets and’
inte?est bearing—liabilifies of the bank should be reviwed
in"détail. " The mechanics d{rﬁétiiﬁyéfesiA_incomé should -be

#plained through the use of an example. Interest rate
levels and asset/liability management should also be

addressed in this session.

Bank Finance: QOther Income and Expense. The major Other

Income and Other Expense categories should be explained with
emphasis on the importance of generating non-fund uwsing

spurces of income and controlling overhead expenses.

Banlk Finance: Loan Losses and Other Charge Offs. The

sources of risk and exposure to the bank in thé form of bad
loans and cash itemes should be explained to the Eoard. The

mechanics of recognizing these losses through locan loss



resepves-and charge off . -pracedures should alsp. be reviewed.
The. Board should bécome familiar with the various phaces of

collection proceduresz of loans.

Bank Finance: Key Measures of EBank Ferformance The key

operating ratios of banks such as return on assets, return
on equity, net interest margin and 1loan to deposit ratio
should be explained to the Eoard. Comparisons of other
community banks 1in the aréas as examples of high and low

performing banks should be presented.

Product Training. Once the board has learned some of the

‘basic environmental .and finacial issues of running a bank, .a-
program of product training should be implemented. These
‘sessions should involve & thorough explanation of one
parﬁicular product (IRA’'s, Commercial Checking, Installment
Loarns) &t each meeting. This training will be crucial td

having & board which can sell the bank effectively.

Other Topics. Other banking related areas which should be

reviewed with the board in this training program include the
following: Bank Security, Fraud, Conflict of Interest,
Lending Folicies and Frocedures, Investment policies,

personnel policies and Bank operations.

54



CHAFTER. ELEVEN .-

GETTING THE DUORL OFEN

Whern the capital has been raised and the applications for
approval have been filed, the organizers will have a waiting
period of fouw to five monthe while the regulators ponder
their proposal. During this period, the planning and
preparation for opening the First banking office must begin
in earnest.This Chapter will highlight -some of. the major
decisions which will have to be made concerning the
operational side of the bank.

Data Frocessing. The major issue with respect to DF is

whethft_ to buy an in-house csystem or to use a service
bureau. The organizers of the bank will be approached by
vendors of both types of systems. These salesman atre
generally pretty skilled and the choice often becomes

difficult for the inexperienced organizers. Let ‘= settle

the issue right here and now: Use a service bureau.
FReasone for using & service bureau:

1. Fersonnel. Although vendors of in~houcse systems will

deny it to their last breath, an in-house system reguires

1000



c.experienced and expensive data processing personnel. If
the pew bank,tﬁiegito,go_with an in-house system and less
expertice than ie reguired, 1t will experience periodic
prohlems and breakdowns which could have been avoided by
having & DF professional on the staff. Another problem
is that the bank will take & long time to get the full
potential out of the system in terms of special reporting
and account capabiilities while the underqualified
operatore are ftiguring the system out. On the other
harnd, the service bureau support personnel provide the
expertise for . installation and. ongoing support. Special
Reporte and new product modules can be requested in
layman’s terms and ggnerally’prpduced in a reasonable

amount of time.

Capital. The service bureau charges on a volume basis
-
(Number of accounts.) Therefore, 1in the first vyears of
operations, the bank’'s DF charges are relatively low.
In-House systems require either a heavy capital ocutlay
for the hardware and csoftware or a capital leacse.
Generally, the leasing alternative is preferable from a
cash—flow/opportunity cost standpoint, but the implied
intereet rate of these leases, particularly to new
concerns, is usually fairly high. The break—e?en betweern
the primarily variable cost service bureau alternative
and the primarily fived cost in—-house alternative should
LIBRARY
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years. It ghould be "pointed out that there is'nothina to
keep the bank AHrom going to an in-house syslem 1in a few
vears once the bank becomes more financially and

operationally stable.

Techrniology. The rate of obsoléscence for hardware and
software 1s quite high. Once the bank goes in-house,
they have committed to a particular level of technoclogy

for &t least five years. The service bureaus generally

need toc upgrade and inestall new releases on & reqular

basis in order to stay competitive with in-house systems

and other service. bureaus.. -

Emphasis.. New . banks cannot afford to be high-tech and
operationally oriented. They need to concentrate on
banking and getting cucstomers in the door. The service
bureaus can provide perfectly adequate customer service
syetems, on—line capabilities and EFT support without all
the expense of purchasing and installing it completely at
the bank’'s own expense. The new bank should be in the
financial services business, not the data-processing

business.

Location. The AFirset permanent Jlocation should provide the

10Z



following:

-
e

Adeguate  space to  houwse both the bank lobby and the
operations departments. Decentralized facilities are
inefficient in the initial years of banking operations.

A good estimate would be a minimum of 4,000 square feet.

Adeguate customer parking and Drive-Up facilitiecs.The new

bark must be able to compete with convenience.

A full-sized, walk—-in vault.  The vault.  is needed not
only for currency and coin but for storage of records and
micro-fiche. The new bank - should also strongly consider
the installation of customer safety—-deposit boxes, which

are a good spource of other income.
Complete security systemcs: Cameras, alarms etc.

Good traffic flow +or ingress and egress as well as the

drive—-up window. Curb cuts and traffic patterns on

adijacent streete must be considered carefully.

Attractive, i1mage—enhancing design and a functional floor

plarn.
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Forms and Supplies There are & number of vendors which.can

Asupeiy._litgﬁally every:“banking,form required for bapking
oper ations from new accountse to loans (e.g. BHankere Svstem,
Inc.) These forms are pre—printed and can have the bank logo
printed on them for a little extra cost. This approach is
much preferable to designing and printing the bank’s own
forme not only from a cost and time point of view but form a
compliance standpoint as well. The reputable companies in
thig business have to be in compliance or they can’'t sell

their forms for very long.

Correspondent Services. There are & number of regional

Eorrespondent banks” Which will “vid ¥or " tRE Thel  bafk"s
business (UVE, Sovran, NCNER and Wachovia.to name thé primary
correspondents competing in Virginia) In addition, the Fed
of%érs>é§er}»cérrespohdent éerviée Qifﬁ-the.egéept;onvof Fed
FundsF“ investments. Security Satelkeeping, Fed Funde,
Investment Accounting and Reporting, Check Clearing,
Electronic Funds tranfers, and loan participations will all
require the services of goad corréspondent. Most banks have
more than one and take advantage of the relative expertises
of the different correspondents. Correspondent services,
with some exceptions, are paid for by maintaining offsetting
balances with the correspondent. The reccomendation here is

to price-shop correspondent services and establish more than

one relationship.
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Te%ler,Openations. It.is. highly reccomended that . the new

bank, hire only well-experienced tellere in the intial yeare
hof operations. They may be more expencsive, but the new bank
does not have the facilities nor depth of staff to train
tellers. It is also advisable to hire on one or two tellers
six to eight weeks prior to opening in order to get the
teller line procedures and supplies set up and ready to go
upon opening. The tellere can also be helpful in a variety

of pre—opening jobs and duties.

The Bank Trailer. If the permanent location will not be

»readyvvtp occupy on the opening date, temporary banking
facilities will have to be arranged. ' There are several
advantgges -to rentjng a temporary bank trailer for this
purpose. The bank trailer .comes équigpea Qifﬁl éec;r;£§
equipment, safes, teller line and drive-up window. I+ the
barnk utilizes some other temporary facility, the cost of
upfitting it for banking operations could be prohibitive.
Ideally, it can be placed right on the site where the
permanent location ie being constructed or prepared. Flan
on ocutlays for site waork for the trailer, which will include

utilities, curbs, parking and possibly a- - lane +for the

drive-up.
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AFFENDICES

A ~ New BRank Application - State of Virginia
E - New Eanlk Application — Federal Reserve

€ - New Banks in Virginia - Compilatione
and Operating Ratios



€CB-55(Rev. 10/85)1C

APPLICATION OF A NEW BANK
~ OR A NtW SAVINGS INSTIIUIION
TOR A CERTIFICATE OF "AUTWORITY' YO BECTN:
BUSINESS IN VIRGINIA

INFORMATION AND INSTRUCTIONS

This form is designed to elicit the minimum information required by the Bureau of Financial Insti-
tutions for the purpose of analyzing and evaluating applications for a new bank or for a new savings insti-
tution. Additional information may be required in some cases, and the right to request such information is
hereby reserved. This form is not intended to limit the presentation of the proposal, and the applicant may
submit any additional information it considers pertinent. When space allowed is insufficient, a separate
page should be used. Additional information and documents must be submitted on 8%" X 11" paper.

A check for $3,500, payable to the Treasurer of Virginia, must accompany the app11cat1on Copies
of the following documents, as well as the application, must be filed in duplicate.

1. A personal financial statement (on forms provided by the Bureau of Financial Institutions)
.of each director and officer. Only one statement. with an or1gtna1 s1gnature. should be
-'~submitted- Personat finahtial Statements are considered confident1a1

2. The oath of office of each bank director (form cCB- 140) Directors of savings institutions
are not required to take the oath of office,

3. A statement of the directors that they have read the.booklet prepared by the Bureau of - -

Financial Institutions concerning their responsibilities.

4. A list of subscribers, indicating the place of residence, place of employment and/or
business, relatlonsh1p with other subscr1bers, the number of shares subscr1bed. the total
“subscriptions and the amount paid in cash The list of subscribers should be in alphabetical
order and numbered.
e
5. An executed lease or letter of intent from owner(s) of property to be leased, or executed
yurchase agreement.

6. A copy of the offering circular, if available.

7. A scaled map showing the proposed trade area and the location of all financial institutions
having trade areas which overlap the applicant's proposed trade area.

8. A resume of the proposed Chief Executive Officer, if selected.

9. A statement of the facts which demonstrates that authorization of the proposed institution
will be in the public interest.

A1l documents filed, with the exception of personal financial statements, will become part of the
public record unless the applicant makes a written request for confidential treatment of some particular
document or information. Final determination as to the confidentiality of such information will rest with
the Commissioner of Financial Institutions.



. Once the application. and accompanynng uocuments are receuved bx the Bureau, they u1ll .be revaewedn
Yorie omple%énessf;'0n1y wheh A€5.1'¢ “deteramihed- that--they have baen:compreted ‘satistactoritys AT the Biresu
conduct lts \nvest\gatlon of _the. app11catxon . Therefore, full and.complete answers should be given at the
outset )

}t is important that the organizers of new financial institutions discuss their proposals with
officials of the Bureau of Financial Institutions at the very early stages of their organizing effort. Such
a discussion will prove beneficial to both parties.

Inquiries concerning the organization of new financial institutions and the preparation and filing
of this application should be directed to the Division of Research and Structure, Bureau of Financial
Institutions, Post Office Box 2Af, Richmond, Virginia 23205. [Telephone: (804) 786- 3657]



€c8-55 (Rev. 10/85)1C

APPLICATION OF A NEW BANK OR SAYINGS»IK?TIIUTION. )
FOR AGERTIFICATE OF AUTHORITY. 10, BEGIN. BUSINESS. LN WIRGINIA:

Bureau of Financial Institutions FILE IN OUPLICATEL
State Corporation Commission

Post Office Box 2AE

Richmond, Virginia 23205

1. GENERAL INFORMATION
CORPORATE NAME Of APPLICANT DATE OF INCORPORATION

LOCATION (Street, city, or town and county or other identification)

THE - APPL JCANT - SEEKS AUTHORJTY TO.BEGEN-BUSINESS -AS A
L, L A S A - A T o .. ‘., ] .-

Bank ' Savings Institution

DOES THE APPLICANT SEEK AUTHORITY TO EXERCISE TRUST POWERS?

Yes - : . No - -
SHARES AUTHORIZED BY ARTICLES OF INCORPORATION

Number of Shares: Par Value: §
SUBSCRIPTIONS TO DATE ' NUMBER OF SHARES SUBSCRIBED SUBSCRIPTION PRICE
. 4
NUMBER QOF SUBSCRIBERS TO DATE SUBSCRIPTIONS PAID IN CASH EXPECTED SUBSCRIPTIONS ON OPENING
DATE
H
NUMBER OF SHARES OFFERED FOR SALE THE APPLICANT INTENDS TO APPLY FOR MEMBERSHIP TO THE
(Check appropriate line)
FRB FDIC FHLBB

WHEN DOES THE APPL ICANT EXPECT TO OPEN FOR BUSINESS?
(Give approximate month and year)

PERSON RESPONSIBLE FOR FILING APPLICATION {name, address, telephone number)



11. QUARTLRS
_PROVIDE INFORMATION W1TH RESPECT. TO. THE.QUARTERS JN WHICH™ THE APPLICANT WILL COMMENCE BUSINESS. INDICATE ., .
WHETHER "THE UAND  AND/OR BUFLDING WILL BE LEASED OR‘PURCHASED.”” SHOW THE SIZE AND'COST OF LAND O Buf(DING™""
"AND THE ~COST" OF IMPROVEMENTS: -SPECIFY ALL TRANSACTIONS AND ASSOCIATED €OSIS. INDICATE ANY PLANS TOQ. OPEN IN. -
TEMPORARY QUARTERS, DESCRIBE SUCH QUARTERS AND GIVE ASSOCIATED COSTS.

= .

NAME AND ADDRESS OF SELLER OR LESSOR ' EXPIRATION DATE OF LEASE _ _

IS SELLER OR LESSOR RELATED OR CONNECTED IN ANY WAY WITH THE APPLICANT?

' Yes {if yes, explain)

No
11, _INVESTMENT IN FURNITURE, FIXTURES AND EQUIPMENT
(show estimates by an asterisk)
ITEM : NO. OF UNITS . TOTAL COST ANNUAL RENTAL

Vault door(s)
Safe(s)

Safe deposit boxes

Counter and cage fixtures

Drive-in teller's windows

Night depository

Security equipment

Automated Teller Machine

Furniture

Other:

TOTAL




1V. ESTIMATED ORGANIZATIONAL EXPENMSES .

ST ‘nzfuntm o xpenst AM‘UNY
1. Attorney fees }
2. Consultant fees
3. Salaries (preopening)
4. Advertising (preopening)
5. Other (Detail those in excess of $1,000)

a.

b.

c.

d.
6. Miscellaneous

TOTAL‘ $

HOW HILL THE ABOVE EXPENSES BE PAID?

V. ADEQUACY OF CAPITAL STRUCTURE

. A. ESTIMATED DEPOSITS -FOR: THE RROPOSED-BANK -

TYPE OF DEPOSIT

-

ESTIMATED DEPOSITS END OF THE YEAR

FIRST YEAR

SECOND YEAR THIRD YEAR

Non-interest Bearing Deposits

Time Deposits

Savings Deposits

TOTAL DEPOSITS

B. PROPOSED CAPITAL STRUCTURE

EXPECTED SUBSCRIPTIONS CREDIT TO CAPITAL
ON OPENING DATE STOCK
H $

CREDIT TO SURPLUS

$

CREDIT TO RESERVE
FOR OPERATIONS

$

WHAT IS THE ATTITUDE OF THE PROPONENTS TOWARD SUPPLYING ADDITIONAL CAPITAL?



C.

LIS ALL DIRECTORS AND OFFICERS. 1IN ADDITION, NON-DIRECIOR SUBSCRIBERS 325,000 AND QVER.

.. NAME

oS THDN TiTHE
INSTITUT ION

SRS Ot
f. PAID- IN-

SUBSCRIBED: - -

-COST

TR ¢

2SN ) .?',".'- ), ,‘\':
RGN

BORROWED

~ [ea] v
. . .

(Yo 1 o]

10.

11.

12::.5 e 4 : ST e ::"{
13.
14,

e e vy o . - S Vo ot * 4
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16.

17.

18.

19.

20.

21,

22.

23.

24,

25.

26.

27.
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VI. FUTURE EARNINGS PROSPECTS
wki ESTIMATES BEPOSITS >

DESCRIPTION - - S o 0. o | FIRST YEAR -] " SECOND YEAR THIRD YEAR

Year-end Demand {non-interest bearing)

Year-end Interest Bearing Deposits

Year-end Total Deﬁosits

Average Demand (non-interest bearing)

Average Interest Bearing Deposits

Total Average Deposits

B. ESTIMATED INCOME AND EXPENSES

ESTIMATED AMOUNT

DESCRIPTION FIRST YEAR SECOND YEAR THIRD YEAR
GROSS INCOME (@ % of estimated average deposits)
EXPENSES:
1. Interestondeposits .. ... - o 3 IR ORI KNTI SY oo SN, oM LRI
"é..‘Sa}aribsandbenéfigs i
3. Net occupancy expense {(details below)
-4, Eurniture & equipment-(deprec. -renta); etc.). s}~ > Rl il k. M | w e
5.”'Adveftisfng - ) C |
6. Telephone
7. Legal
"8. 'Poitage " | -
9. Computer services ’
10. Miscellaneous
11. Net organizational expenses (First year only) .

TOTAL ESTIMATED EXPENSES

ESTIMATED NET PROFIT {OR LOSS)

OCCUPANCY:

Rent

Depreciation

Maintence (include building staff salaries)

Insurance

Taxes on real estate

Utilities (heat, light, power, etc.)

Other occupancy expenses

Total occupancy expense

Less: Rental Income

Net Occupancy expense (should agree withline 3)




ViI. PUBLIC INTERESY
A DEEINE - THE SENERAL TRADE AREA AND 'DESCRIBES KT ECONQMIT “BASE r‘m ‘DEYELOPHENT lnuemflwi ANB 'Otm-
GRAPHIC GROWTH AND POTENTIAL. AND THE LEVEL OF FINANCIAL COMPETITION.




N R T TT SPUBLIC. IITER!ST (cm*n‘m) R 4..’,1 R L R
B. DISCUSS THE CHARACTERISTICS OF FINANCIAL SERVICES OFFERED IN THE GENERAL TRADE AR[A AND SPECIFY HOH THE
PROPOSED -INSTITUTION WILL DIFFER OR COMPARE IN THE QUANTITY AND GUALITY OF SERVICES TO BE OFFERED.




VII. PUBLIC INTLREST (CONTINUED)
Ly ;nou -HOM.- IHI PROPOSEB INSTHUUON MILLBECOHE 'VMBLE ANA, REASONABLS SPERIGD” or.,rwz..- N MSHENNQ A4S,
QUESTION, YOU MAY WISH 10 mnt YOUR DEPOSIT AND EARNINGS PROJECTIONS (szcnor« vr) TO THE MARKET CHARACTER-
ISTICS DESCRIBED IN-THIS SECTION AND OTHER PERTINENT FACTORS. . :




V11, . PUBLIC INTEREST (CONTINUED) .

e LIST AL THET FINANt!AL INSTITUTIONS- WHOGE" TRAOT- AREA” OVERLAPS W1 TH THE -bwoposw Pkmm mmz Am (mt'-
INCLUDE ALt OFFICES OF BANKS AND

HINIMUH AREA. WHERE MORL THAN .75.0 PERCENT OF DEPOSITS WILL-QRIGINATE). "
THE DEPOSITS OF EACH OFFICE

SAVINGS INSTITUTIONS AND SHOW

IN THE LAST THREE YEARS,

SPECIFYING THE DATE.

o

NAME AND LOCATION

DISTANCE

IN THOUSANDS OF DOLLARS
DEPQSITS IN EACH OFFICE

I

/19

/__/19

/__ /19

1. Banking Offices

/__/19

/__/18

/__/19

2. Savings Institution Offices




CERTIFICATION

The undersigned, being all the directors of the applicant, certify that the statements contained

in this application are true to the best of our knowledge and belief.

Print or Type Name Signature

Dated , 16




(For use by State banks, except mutual savings banks.) FR 20834
OMB No. 7100-0048

OMB approval expires August 31, 1987

APPLICATION FOR MEMBERSHIP IN THE FEDERAL RESERVE SYSTEM

e e e e e T T w e P R O A AT e R R A P SR I LY N
BT

At a meeting of the ....'._’..'..f...'.'.'.".'..‘..ﬂ'.‘:’..".lf..ii..‘ ...... ey e e LT TS
{Governing Board) - - =~ . (Corporate titie of applring bank) : .
............................................ b e ety et e ey duly
(City or town} (State)
called and Held on the ............ day of ... e 219 , the following resolution
was adopted:

“WHEREAS, it is the sense of this meeting that application should be made on behalf of this bank for
membership in the Federal Reserve System in accordance with the provisions of the Federal Reserve Act
and the regulations of the Board of Governors of the Federal Reserve System made pursuant thereto; and

“WHEREAS, under the provisions of the Federal Reserve Act, such a bank applying for membership in
the Federal Reserve System is required to subscribe for stock in a Federal Reserve bank in a sum equal
to six per cent of the paid-up capital stock and surplus of such applying bank;

“Now, THEREFORE, BE IT RESOLVED, That the President or Vice President and the Cashier or Secretary
of this bank be and they are hereby authorized, empowered, and directed to make application for and to
subscribe to the appropriate number of shares, of a par value of $100 each, of the capital stock of the

Federal Reserve Bank of -.: I :;"as determined .an.the basis of the capital stock.and.
surplus of this-bank as of the date upon whxch 1& membershnp in the Federal Reserve System becomes
effective; to pay for such stock in accordance with the provisions of the Federal Reserve Act; to agree for
and in behalf of this bank that, upon its admission to membership in the Federal Reserve System, it will
comply.with-all the zequirements of the Federal Reserve Act and the regulations of the . Board. of Gov-
ernors of the Federal Reserve System made pursuant to law_which are applicable to State banks and
trust companies which become members of the Federal Reserve System; and to agree for and in behalf
of this bank that reports and information regarding this bank may be interchanged between the Federal

Reserve Bankof.......... . e and all State or Federa] supervisory authorities having jurisdie-
tion of this bank” oo TN T
I hereby certify~that the foregoing is a true and complete copy of a resolution duly adopted by the

of this bank at a meeting thereof held on the date specified, at which a quorum

........ o
was present, and that such resolution has not been amended or repealed and is still in full force and effect.

(Corporate title of spplying bank) (City or town) (Btate)



FR 20834
Page 2

Pursuant to. the oregomg resolutxon. o e B vimih 1
bt i -5, .:...»"-_.'-‘-no-, “""r ..p. agad oo s » . \\).v.,\w ,.,y.,~ ol . ! 3’,5-!‘“-'.f_",~‘.' B
L AT é" k‘ )‘ TR (cqrp‘u.n dile ot appiyisg bank)” T

R, e el iy et e e, :...., hereby makes application for the appropriate number

of shares of the capital stock of the Federal Reserve Bankof .. . . ... . ... , of a par value
of $100 each, as determined on the basis of the capital stock and surplus of this bank as of the date upon
which the membership of this bank in the Federal Reserve System becomes effective; agrees to pay for
the same in accordance with the provisions of the Federal Reserve Act; agrees that, upon its admission
to membership in the Federal Reserve System, it will comply with all the requirements of the Federal
Reserve Act and the regulations of the Board of Governors of the Federal Reserve System made pur-
suant to law which are applicable to State banks and trust companies which become members of the
Federal Reserve System; and agrees that reports and information regarding this bank may be inter-

changed between the Federal Reserve Bank of .. . ..., and all State or Federal
supervisory authorities having jurisdiction of this bank.

The required information, as indicated in the General Information and Instructions, is attached to
and made a part of this application.

President or Vice President

Secrstary or Cuhwr

NoOTE: If six per cent of the capital and surplus amounts to a sum not divisible by 100, the bank
should apply for one additional share of stock for any excess or fractional part of $100.

When determining the appropriate amount of the subscription for stock in the Federal Reserve bank,
the amount of outstanding capital notes and debentures legally issued by the applying bank and pur-
chased by the Reconstruction Finance Corporation should be included with the capital stock and surplus
of the institution, but the amount of capital notes and debentures sold to others should not be included.

In the case of a bank which has set up a reserve for dividends payable in common stock, whether in
connection with the retirement of preferred stock, capital notes, or debentures, or otherwise, such re-
serve shall be regarded as surplus for the purpose of determining the amount of Federal Reserve bank
stock which the bank is required to hold, provided such reserve has been established pursuant to a reso-
lution of the board of directors of the bank involved, will become a part of the permanent capital of the
bank and will not be used for any other purpose than the issuance of dividends, payable in common stock.



FR 2083E
OMB No. 7100-0048
OMB approvsl sxpires August 31, 1987

CERTIFICATE OF ORGANIZERS OR OF DIRECTORS *

‘W, the imdersigned directors (bF brganization eominiétde) of tie < ... et ,
: RN .. (Corporsts duo?fopplyiulpnk)
.................................................. s eoeeemeemeeeneeoeen ., certify, to the best of our knowledge and belief,
(City or town) (Btate)

that the required information submitted herewith contains a true and complete statement of the actual
(or anticipated in the tase of a new bank) condition of this bank on the date(s) specified; that such
statement includes all of the assets and liabilities of the bank; that the capital stock is unimpaired (this
clause does not apply to mutual savings banks); and that the supplemental information submitted with
and made a part of the application of this bank for membership in the Federal Reserve System is true
to the best of our knowledge and belief. '

e e icmatestsetcesctencotaqsertecntoretnitepesnancrErttctssatestnctesntctsttetRanasatan

* Should be signed by at least three directors. Type name under each signature. If 3 new bank is involved and officers
.and directors have not yet been elected, this form should be signed by the members of the organization committee. If the
gt:heir: l;‘ls‘vct. any feservation as to any of the clauses in thé certificate, an explanation similarly sighed should be attached
shee



FR 2083E

Page 2
CERTIFICATE OF COUNSEL FOR FEDERAL RESERYE BANK.
-1, the undersigned, counsel for the Federal Reserve Bank of ................_.. e e ,
do hereby certify that, in Iy opinion, the et ,
‘. (Corporate title of applying bank)
...................................... eereereenp cereeermreeeeeee e eeeeeeneeny 18 1egally qualified, under its charter and the laws of
(Clty or town) (Btate)
the State of ...........oc.oooviieeen , Wherein it was incorporated, to purchase and hold stock in the
Federal Reserve Bank of ..., , or to make the required deposit in the
Federal Reserve Bank of ... ... , in place of purchase of stock therein, and to comply

with the requirements of the Federal Reserve Act and the regulations of the Board of Governors of the
Federal Reserve System made in pursuance thereof, and that its attached application for membership
in the Federal Reserve System is in due and proper form. Having made the necessary examination of such
application and the accompanying papers which have a bearing on any legal matters involved and the
State laws covering the organization and operation of this bank, I am satisfied as to the legal matters
involved, except as othefwisd noted.-;

REMARKS:

.....NOTE; . Inappropriate.parts of the counsel’s certificate should. be marked. out. when. it has been deter-..
mined whether the bank is authorized to purchase stock in the Federal Reserve Bank or, in the case of
a mutual savings bank or similar institution, to make the required deposit in lieu of a purchase of stock.



NOTI1CE OF APPLICATION FOR MEMBERSHIP 1IN THE

'EEDERAL> RESERVE, SYSTEM;

’ » intends to apply to
(name of bank) (location of head office)

the Board of Governors of the Federal Reserve System for membership in the
Federal Reserve System. The Federal Reserve considers a number of factors
in deciding whether to approve the application, including the record of the
bank's performance in helping to meet local credit needs.

You are invited to submit comments in writing on this application
to-the Federal Reserve Bank of Richmond, P. 0. Box 27622;"Richmbnd,'VA'

23261. The comment period will not end before

-(dateémns:ibg'nbfiessrthan s

and may be somewhat longer. The Board's

30 days from date of first notice)
procedures for processing applications may be found at 12 C.F.R. Part 262.

Procedures for processing protested applications may be found at 12 C.F.R.
Section zsz.zﬁf" To obtain a copy of the Board's procedures, or if you need
more information about how to submit your comments on the application, con-
tact James F, Tucker, Community Affairs Officer of the Federal Reserve Bank
of Richmond at (804) 643-1250., The Federal Reserve will consider your
comments and any request for a public meeting or formal hearing on the
application, if they are received by the Reserve Bank on or before the last

date of the comment period.



FR 2083
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GENERAL INFORMATION AND
INSTRUCTIONS

Preparstion of Ab'pllé’a'tlon' '

Inquiries concernng the preparation of this application should
be directed to the head olfice of the Federal Reserve Bank of
the District In which the maln office of Applicant Is located.

The original and two complete coples of the application,
properly signed and certified, should be forwarded to the
sppropriate Reserve Bank.

if the Applicant is a de novo bank, only Section | need be com-
pieted. If Applicant Is a currently operating bank, only Section
Il nead bs complzted. I Applicant Is a newly formed, non-
operating bank formed solely to facliitate acquisition of an
existing bank, complete only Section Ill. All numbered items
on the appropriate Sectlon should be answered; f not applica-
ble or If the answer Is none, so state. Every applicant must
“tomplste ihe appropriate application form for Ifs type of in-

stitution (Form 2083A, 20838, 2083C, or 20830) and the Cer-

tificate of Organizers or of the Directors (Form 2083E).

‘< -The purpbso-,of thla‘t‘qrm'lstlo obtaln the Information neces-::

. sary-for analysis and evaluation of the application, and the re-
quests for Information have been limited to those deemed es-
sentlal for this purpose. Additional Information may be
required In some cases, and the right to request such infor-

Jmation {rom.the Appligant is hersby raserved. The form is.not
intended to limit the presentation of Information by the Appli-
cant, who may submit any gdditional Information consldered

pertinent by him.

Answers to questions should be numbered In accordance with
the format of this application. The application should be bound
and page-numbered consacutively with number appearing at
the bottom of each page.

Public Notliication

Pursuant to Section 262.3(b)!) of the Board’s “Rules of Proce-
dure”, If approval of this application would confer Federal de-
posit bank insurance on the bank public notification is re-
qQuired. Applicant should publish on the same day of each of
two consecutive weeks a notice in 8 newspaper of genaral cir-
culation In the community in which the bank's head office Is
to be located. The notice should contaln the name and address
of Applicant, the subject matter of the application, and an In-
vitation to the public to give written comments upon the ap-
plication to the appropriate Resarve Bank no later than thirty
:alendar days after the date of publication of the first notice.
Tha application should be llad betwean the flrst and second
publications.

Followlng Is 8 form of sample notlce prescribed by the Board,
which would fulfitt such requirement:

Notice of Application
(Membership In the Federal Reserve System)

(Name and location of head oflice)
Intends to apply to the Federal Reserve Board for permission
to become a member of the Federal Reserve System. The Fed-
eral Raserve consliders a number of factors in declding whether
to approve the appiication including the record of performance
of banks in helping to meet loca! credit needs.

You are invited to submit comments In writing on this applica-
tion to the Faderal Reserve Bank of (name and malling address
of appropriate Reserve Bank). The comment pariod wlll not end
before (date—must be no less than 30 days from date of first
notice) and may be somewhat longsr. The Board's procedures
for processing applications may be found at 12 C.F.R. Part 262
- "Procaduras foc processing protestad applications may be found.
st 12C.FR. §262.25. To obtain a copy of the Board's proceduras
or I you nesd more Information about how to submit your corn-
ments on the application contact (name of CAO and telaphone
number). The Federal Resarve wiil consider your comments and

- any request fora public mesting or-formal heating on the lppll .
Ccatlon if they | are rocolved by the Rqaervo Bank on or bo!oro lho

"last day ‘of the commant period. ) -

'

Confidentiality

- Under the 'provistons of the ‘Fresdbm of information Aet (5

U.S.C. §552), the application, Including supporting material,
is a public document and avaiiable to the public upon request.
If Applicant is of the opinion that disclosure of part of the com-
merclal or financial information wouid likely result in substan-
tlal harm to its competitive position or that disclosure of in-
formation of a personal nature would result in a clearly
unwarranted invasion of parsonal privacy, confidentlal treat-
ment of such Information may be requasted. This requaest for
confidential treatment must be submitted In writing concur-
rently with the submission of the application, and must dlis-
cuss In detall the speclfic items for which confidentiality is
requested and the justificaiton for such treatment. Such justifi-
catlon must be provided for each Item In the response for
which confidentiatity treatment Is requested. Applicant’s rea-
sons for requesting confidentiallty should demonstrate the
harm that would result from public release of the Information.
A statement simply Indicating that the Informatlon would re-
sult In competitive harm or that it is personal In nature Is not
sufficlent. (A claim that disclosure would violate the law or
policy of a foreign country Is not, In and of Itself, sufficient
to exempt Information from dlsclosure. It must be demon-
strated that disclosure would meet alther the ""substantial com-
petitlve harm' or “unwarranted Invasion of personafl privazy”
test established undear tha Freadom of Information Act:



information for which confidentlal treatment is requested

shouid,be (1) npualely bound and libo[od "CQaﬂnanunl" ang,
[vo) spoc“lcally ldommod ih the publlc porﬂon of the appllcu -

tion (by reference to the confidential section).

The Board wlll determine whether Information submlitted as
confidential will-be so regardad, and will advise Applicant of
any declsion to make avallable to the public Information labled
“Conlidential.” However, It shall be understood that, without
prior notice to Applicant, the Board may disclose or comment
on any of the contents of the application In any Order or State-
ment Issued by the Board in connection with Its dec!slon on
the applicatlion.

Application should also follow this procedure conceming con-
fidentiality with regard to filing of any supplemental informa-
tion to the application.

Addttiona! Information

~“*The Fedaral Reseive System reservas ths right to require the:

fliing of additional statements and Information. .

FR 2083
Page 3

It any Informatlon Initially turnished in the application changes

waigaificently. dyging ; processing./qf: the: ,app!lcaglon, ssuch:. S,

changes should be communicated promptly to the Reserve
Bank where the appilcation was fiied.

- Related Application

! consummation of the proposal Is dependent upon separate
approval by the Board of Governors of other applications, such
as a merger or bank holding company acquisition of bank
shares, such application should bo flled concurrently with this
application.

Compliance

The Board expects Applicant to comply with all represanta-
tions and commitments made in the application.



SECTION 1

De Novo Bank

FINANCIAL AND MANAGERIAL INFOAMATION

Provide the 1olldwlnc:

1.

2

A pro forma balance sheet as of the date of opening for
business.

Information (Including coples of any offering clrculars of
subscription agreaments) concerning the proposed Inltial
capitalization of the nsw bank, specifylng the number of
shares of capital stock to be sold, the securities exchange
to be liated and traded on (if applicable), the number of sub-
scribers for the stock, the amounts to be shown on the
bank's books as capltal stock, surplus, and any other pro-
posed capital accounts.

a. An esatimate of organization expenses itemized by ma-
Jor categories, Including legal fees;

b.- Esﬂmatos of major categories of assets, déposits, and
capltal accounts that are projectead for the end of each
of the first three years of operation. Explain methods and
assumptions used:. .

c. Estimates of major categorles of income and expanse

and net earnings or losses for each of the first three
years of operation. Explain methods and assumptions
used; and

d. If the projections do not indicate profitable operations
by the end of the third year, comment as to the reasons
therefor, and provides an estimate as to the period of time
that will be required before operalions become profitabie.

. Information with respect to the premises In which the bank

will commence business. Indicate any plans to open In tem-
porary banking quarters. Spaclity, toth as to the temporary
quarters and thes parmanent quarters in which the bank wil(
conduct operations, whether owned or leased, the terms,
and the financial obligations Involved in the transaction(s).
If banking quarters are to be ieased, Indicate If arrangement
constitutes an operating or capltal lease.

. A list of the prlnclpbls' (Include any proposed changes or

additions to this {ist after Applicant opens for business) and

1.

The temm principal as used hersin means any Individual who (1) owns
10 percent or more of tha outstanding voting shares; (2) Is a dliec-
tor, tnystee, partner, of sxecutive officer; or (3) with or without ownar.
ship Intarmat, participalas nr has the authority 10 panticipate in ma
for pollcy making functions whathar or not the Individual has an
otticial t1im o In sarving withoul compansation I ALniicant ba

gl nnt ha (AQ A e A% A in

llavean that any aych Intividtyal 8
cipe!, Applica ! shnuld s Indicata end Cive rapsons

FR 2082
Page ¢

Bovide’ infofmation: Wit VespesrAA6: aEH: pHAcI “us: 11
follows: .

a. Name and address (Clty and State/Country). H the prin.
cipal's country of citizenship Is different than the prin:
cipal’'s country of residence, then state the country of

clitizenship;
b. Titles or positions with Applicant;

c. Number and percentage of each class of shares of Ap-
plicant owned (or subscribed), controlled, or heid with
powaer to vots by this Individual, and furnish detalls of
purchases Including dates and costs:

In responding to c. or 6., include shares owned
(or subscribed), controlled ar held with power
to vote by principal's spouse or dependents.

_ve record ownershlp and, to the extent
Information Is avallablo, benallclal ownershnp' '
of shares held by trustees, nominees, or in
strest name.

NOTE:

ER l?.flnqlb"a'_'ludécﬁbﬁilot_i If'btho.r tha fqltﬁ'Adplica‘nt: .

e. It 10 percent or more of outstanding voting shares In
other depository organlzation? are held by a principal,
give name and location of other depository organization;

1. A brief blographic sketch of sach principal focusing on
banking bankground and experience, and

0. A financlal statement for the principal. If the principal
has borrowed or proposes to borrow from depository or-
panizations to finance stock subscriptions, show the
name and focation of the organization(s) and the terms
of the loans(s).

. A description and terms of any transactlons between or

among the principals and the bank, including but not limited
to any agreements involving bank premiases.

. A list of managemaent officlals® who are also management

“Depository organization” means a commaercial bank (Incfuding a
private bank}, a savings bank, a trust company, a savings and loan
assoclation, a homestiead assoclation, a cooperative bank, an
Industrial bank, a credit union, or a depository holding company
“Management afticial” means an empiloyes or officer with manage-

mant functions (including a branch managen, a director (incluaing

an ardvisory dliactor nr honorary dlracion, 8 trustee of 8 business

Trganiratinn yngar the control of trustees (8.0, & mutual savings
CRNR: o Aty DAtson who haa a reprasentative or nominee sem
TATy such rapactly (Saatha Rioara’y Ragulation | 12 CFR 21T 0
| KAl e 31



officials of any other depository organization?® located In
the same Metropolitan Statistical Area (MSA) as Applicant,

FR 2083
Pegt

glving total deposits held by each depository organization

_and, it applicable, Information as to branches ol such In

or=if, Apblcant I8 st iicatad sdthing si-MSA - citles: i ~ratitufion- fHiatcare-aituated 8o &’ 10 Dot edmpdtitg. .-

towns, or villages : whose borders are within ten road miles
at thelr closést point to the border of the' clty, town, or viI-
lages where Applicant Is located. Glve name and locatlon
of other depository organization and position held in such
organization.”

If the bank plans to be atflilatad with another bank or hold-
ing company, Identity the affillate, giving full detalls regard-
ing the proposed affillstion.

. A copy of the charter (certificate of authority to commence
business) and articles of incorporation of the bank, duly cer-
tifled by the appropriate Stats officlal. In thosa states where
such documents are not customarily submitted prior o the
opening of the bank, the Applicant should provide at least
an indication of preliminary approval by the State, and
should submit certified copies of the documents as soon
as they are avallable.

COMPETITION, AND CONVENIENCE AND NEEDS -

1. Indicate the specific location of the bank. Inciude a descrip-

tlon of the gonaulmurket area’{j.e., Motropoman Statisth".
cal Area, County, City or other such overall trade’ area) In
which it is to be focated. The discussion shou!d inciude the
slze(s) In terms of population, the principal elements of the
local economy, and the future economic outlook.

2 Provide a list of depository organizations? which are con.

sidsred by Applicant to.be compatitors of the new bank,

2 Deposttory organization” masns s commarcial hank (incluyding a

private hank) s savings henk e lrust company, a8 savings anadioan
sRAnCalion, g homantaml asao ation, @ CONPO ative Lank an ingus
el bank, # credit union, v g dej-ritory hOdIng Comipeny

3. ‘ln.d.lc'éte-thyé'Appll‘c'anf’s basis for establishing a new bank

insofar as it refates {0 the financial needs and convenlence
of those In the area In which the bank is to be located.

. Indicate whether the bank lnt'ands to exerclse fiduclary

powars or other functions not necessarlly Incidental to com-
merclal banking; and, If required, whether necessary spe-
clal corporate powers or permissions have been obtained
from the Stata. If filduclary powers or any such other func-
tions are to be exercised, provide full Information regard-
ing necessary mnagerial and staff expertise, avallability of
legal counse!, planned speclal facllities or systems, and the
compatitive situation reflecting the need for such services.
Also discuss the projected Impact upon earnings and capl-

tal'requirements.

. Estlmate the date on which the new bank expects to open
N '#or bus!nots

. & Furnish a copy of Appllcant 8 proposed Communlty Rein-

_vestment Act Statement®; and

“b. Pursuant'to the-provisions of the Gommunity Relnvest-

ment Act of 1877°, Indicate what policies and specific

actlvities will be Implemented to help mest the existing

or anticipated credit needs of the bank’s entire commu-

Alty, -Including. Jow---and..moderatesincome neighbor..
hoods, consistent with the safe and sound operation of
“the bank

12U 5 C. 2901 at ang . 8130 3Aa the Brard s Se ulanon BB (12 Pan

CHE DIH) 4] Faa Rag 47148 (1378



New

CASH ASSETS:

South Bostorn Bk, Halifasn
Fricess"Anne Com. ,Va.Eeach
Fairfax BT ,Fairfax

Bk.of Tidewater, Va.Beach
Highlands Union,Abdingdon
Hallmark BT, Springfield
Sailors & Merchant.,Fairfax
Community Bk.%Tr,Sterling
First Commonwealth,Wise
Arlingtorr Bank,Arlington
Bank of Alexandria

Miners Exchange Bi., ,Wise
Dickensorn—-EBuchanan,Haysi
Citizens Bk. of Tazewell

Cty.

TOTAL INVESTMENTS
South/Boston:Bk;_Halifax~Cty.
Fricess Anne Com.,Va.Beach
Fairfax B&T,Fairfax

Bk.of Tidewater, Va.Eeach
Highlands Unign,8bdingdon. .. . ..
Hallmark BT, Springfield
Sailore & Merchant - Fairfax
Community EBk.&Tr. -Sterling
First Commonwealth - Wise
Arlington Bank —~ Arlington
Rank of Alexandria

Miners Exchange Bk. - Wise
Dickenson—Buchanan - Hayei
Citizens Rk. of Tarewell

T Year 2

Year 2

- s o e S
et P

3,040
1,051
8,974

797

Ty
Sl

12,0489
2,445

2,747

Eanks in Virginia

" Opened Year 1
Dct—-&% 444
Aug-85 311
Jul -85 B68
Jul -85 1,682
Apr—-85 S12
Feb-85 798
Aug-B4 68
Dct—-83Z &85
Sep-83 766
Jul -82 337
Jul-82 156
Jul-82 2,369
Apr—81 F44
Feb—-81 1,058
" Average:. - BO7
Opened Year 1

Oct-8% - 1,109 ..
Aug—-8Y5 1,549
Jul -85 645
Jul -85 1,597
. PRr=BS . 3,147
Feb-8%5 4,037
Aug-B4 1,456
Oct-8% = &81
Sep—-B82 2,804
Jul-82 764
Jul-82 1,045
Jul-8= 3,148
Apr—-B81 878
Feb-81 1,955
Averaqe: 1,770

10F

Year 3

3,934
11,838
347
1,568
4,761
4,562

5,037

s e

1,925
1,388
1,205

6B1

1,259

47
2,245
4,811
5,502

6,880



New Hanks 1n Virainia

FED FUNDS SOLD C " "Opened  Year 1 Year 2 VYear 3 Year 4
South RBoston Bk, Halifax Ctyv. Oct -85 Q —— - —
Pricessrénne Com. ,Va.Beach Aug—-85 2,130 — - —
Fairfax B&T,Fairfax Jul -85 9,600 —— - ———
Ek.of Tidewater, Va.Beach Jul -85 860 —_— ——— -
Highlands Union,Abdingdon Apr—85 1,230 — —— -
Hallmark BT, Springfield Feb—-8% 1,640 ——— —-— ——
Sailors & Merchant - Fairfax Auo-B4 800 850 - —
Community Bk.%Tr. -Sterling Oct-83= Q70 0 1,000 —
First Commonwealth - Wise Sep-83 2,710 3,240 340 ——
Arlington Bank — Arlington Jul -82 1,225 410 200 1,000
Eank of Alexandria Jul-82 2,910 2,840 2,110 4,965
Miners Exchange Bk. - Wise Jul-82 1,815 O 1,105 845
Dickenson-EBuchanan - Haysi Apr—81 2,041 2,746 o997 430
Citizens RBk. of Tazewell Feb-81 1,850 2,800 1,460 695

TOTAL LDOANS Opened Year 1 Year 2 Year I Year 4

South Boston:Bk. Halifak Cty. - 0ct=BS - 4,893 . ¢ . === o=s [ 2o
Fricess Anne Com.,Va.Beach - Aug-895 6,690 T e DT e
Fairfax BT ,Fairfas Jul -85 4,297 - —-— -
Bl.of Tidewater, Va.Beach Jul-835 15,631 _ —— -
Highlands Union,Abdinagdon Apr—85 3,710 —— - -
Fallmark BLT, Sprimgfield .. .. Feb-85. 13,600 . ., ==- .. =~>— . . ~—=—.
Sailors & Merchant — Fairfax Aug—84 3,950 10,030 —-— -
Community EBk.&Tr. —-Sterling Oct-83 1,363 5,802 10,004 -
First Commonwealth - Wise Sep—83 4,599 10,065 9.926 -
Arlington Bank — Arlington Jul-82 2,220 7,970 13,936 23,018
Bank of Alexandria Jul-82 3,431 18,000 17,915 17,925
Minmers Exchange Bk. — Wise Jul-82 4,914 13,902 11,4657 9,876
Dickenson-Buchanan — Haysi Apr—B81 2,120 2,571 4,187 5,181
Citizens Bhk. of Tazewell Feb—-81 2,91% 5,352 7,833 2,025

Average: 5,424 2,212 10,780 13,005

—
[}
i



New Banks in Virginia

LOAN LOSS RESERVE .. DOpened _Year 1 VYear 2 Year 3. Year 4

Scutt Bostore BE. Halifar Ctv. Ocl-—-80 (129 - - e
Fricess Anne Com.,Va.HReach Aug—-85 (22) - - —
Fairfasx BT,Fairfax Jul -85 (28) ——= -—- ——
Bk.of Tidewater, Va.BReach Jul -85 (156) - - -
Highlands Union,Abdingdon Apr -85 (65) - - -
Hallmark BT, Springfield Feb-8% (23) - - -
Sailors & Merchant - Fairfax Aug-B84 (10) (50) - -
Community Bk.&Tr. -Sterling Oct-83 (12) (58) (108) —
First Commonwealth - Wise Sep-83 4) (70) (149) -
Arlinaton Bank - Arlington Jul -82 (6) (41) (83) (141)
Bank of Alerandria Jul -82 (13) (76) (772) (647)
Miners Exchange Bk, - lWise Jul-8% (45 (122) (129) (97)
Dickenson—-RBuchanan - Haysi Apr—B81 (12) (20 (39) (45
Citizrens Bk. of Tarewell Feb-81 (17) (32) (773) (100)
Average: ~  (3T)Y" (859 - C193)777 (207)
FIXED ASSETS Opened Year 1 Year 2 Year 3 VYear 4
»SochwHoston»ﬁk;fHamifakfCtyd~woctL851“*J“337*'*“7““““*“3”“““*””?““?
Pricess Arne Com.,Va.Heach '~ Aug-85 - 378 —— T e T el
Fairftax BT .,Fairfax Jul -85 164 —— —_ ———
Bk.of Tidewater, Va.Heach Jul -85 455 - —— -
Highlands Union,Abdingdon Apr—-8% 624 ——= —— ——
~Hallmard-BYT s Bpringfield .. » “Feb=G5 « -+ §04 17 i immmm s v bbbt Lover ] o b .
Sailors & Merchant - Fairfax Aug-84 S65 556 - -
Community Ek.%T+r. -Sterling Oct—-8Z 363 1,216 1,217 —
First Commonwealth - Wise Sep—-83 986 Q=7 897 ———
Arlinaton Bank — Arlington Jul-82 259 286 919 459
Bank of Alexandria Jul-82 =286 704 1,165 1,167
Miners Exchange Bk. - Wise Jul-82 o954 855 944 878
Pickenson—-Buchanan - Havsi Apr—B81 182 254 233 236

Citizens Bk. of Tazewell Feb-81 776 800 769 747

Average: 423 706 821 697



New Banks in Virginiea

OTHER ASSETS ' ’ Opened Year 1 Year 2 Year T VYear 4
South Boszton Bh.o Heaelifer Clwv. Oct -85 103 -- - - Hiatindng
Fricess Anne Com. ,Va.Beach Aug -85 1432 - ———— -
Fairfax "BuT.Fairfax Jul -85 99 —— -—= -—=
Bk.of Tidewater, Va.EBeach Jul -85 356 —— - ———
Highlands Union,Abdingdon Apr—-B85 94 —— —— -
Hallmark BT, Springfield Feb-8%5 299 - —_ ——
Sailors & Merchant - Fairfasx Aug—84 102 226 - ——
Community Bk.&Tr. -Sterling Oct-87 0 211 334 ——
First Commonwealth - Wise Sep—-B3 4 369 255 ——
Arlinaton Bank - Arlington Jul-82 182 189 625 402
Banl: of Alesandria Jul-82 160 545 1,431 =19
Miners Exchange Bk. - Wise Jul -82 312 &S5 302 273
Dickernson—EBucharnarn - Havsi Apr—81 65 102 221 =1e
Citizene Bk. of Tazewell Feb-81 86 148 219 253
‘Average:” F1s2t v ddet R8s 293

TOTAL ASSETS Opened Year 1 Year 2 Year 3 Year 4
. 'Q.,,‘SQLL{: h:.Baston . .Bk.. Halifax Ct:%- 'y Bc't"sfh dad 7—;.074» e TR e P TR e e (T
FPricess Anne Com.,Va.Beach © - RAug-85 12,149 - e—— ——— T =
Fairfax B&T,Fairfax Jul-85 11,645 - - -
Bk.of Tidewater, Va.Heach Jul-835 20,425 - — ——
Hiaghl ands Union,Abdingdon Apr -85 9,252 - - ——
~Hallmark B&T,. pringfield Feb-84 .. 20,863 . . mTT e LTI e
Sailors & Merchant - Fairfax Aug-84 6,831 15,487 - —
Community EBk.&Ir. —-Sterling Oct-83 4,050 2,330 18,302 ——
First Commonwealth - bise Sep-83 11,556 25,104 24,279 -
Arlington Bank - Arlington Jul-82 4,981 106,270 16,290 26,710
EBank of Alexandria Jul-82 92,975 23,386 25,087 27,362
Miners Exchange Bk. - Wise Jul-82 3,067 29,498 19,936 17,791
Dickenson-Buchanan — Hayei Apr—-81 6,218 B,732 10,526 12,1@9
Citizens Bk. of Tazewell Feb-81 8,323 13,362 16,328 18,759

Average: 10,436 146,8%6 18,678 20,5564



New

DEMAND DEFOSITS
Scutte Hoston B, Halida: Ctwv.
Fricess Anne Com. ,Va.Beach
Fairfax B&T,Fairfax

Bl.of Tidewater, Va.Beach
Highlands Union,Abdingdon
Hallmark BT, Springfield
Sailors Merchant - Fairfax
Community Bk.%Tr. -Sterling
First Commonwealth - Wise
Arlington Bank - Arlington

&

Barlk of Alexandria
Finers Exchange EBk. - UWise
Diclenson—Buchanan - Hayeil

Citizens Bk. of Tazewesl)

TIME & SAVING DEFOSITS

South’ Eost an Bl - Wald £a% DLy or DE brB5t. AAy T o, - -

Pricess "Anne Com. ,Va.Beach
Fairfax B&%T,Fairfax

Bk.of Tidewater, Va.BRBeach
Highlands Union,Abdingdon

Hallmar k. B&T, . -Springfield... ...

Sailors & Merchant — Fairfax
Community Bk.&Tr. -Sterling
Firet Commonwealth — Wise
Arlinaton Bank - Arlington
Banlk of Alexandria

Minere Exchange Bk. — Wise
Dickenson—-EBuchanan - Havei
Citizens Bk. of Tazewell

Z,467
2,987
3,057
2,255
3,065
2,681

734

o
m
&)

CLid (b b
m
3
o

-:'.‘—"1.4$, 325 T e s AT AT

10,960
4,383
18,729
5,877
17,187
11,740
4,491

9,215

L N W e

11,695
16,692
10,099
20,069
14,409

5,616
12,196

18,128
21,108
12,679

9,070
14,141

Banks in Virginia
Opened Year 17
Oct-—-&5 68O
Aug-85 1,840
Jul -85 3,744
, Jul-85 3,818
Apr -85 1,427
Feb-85 2,489
Aug—-84 2,850
Oct-83 788
Sep—-83 1,159
Jul-82 1,354
Jul -82 4,915
Jul -82 W 2R5
Apr-81 87
Feb-81 2,232
Average: 'ﬂé;fﬁl
Opened Year 1
Aug-88  &,F90
Jul -85 4,365
Jul-8% 12,847
Apr—-85 5,646
e Fek~85
Aug-84 1,694
Oct-8Z 1,085
Sep-83 5,701
Jul-82 1,488
Jul-82 2,012
Jul-82 6,694
Apr—81 2,717
Feb-81 4,268
Average: 95,2956

10,323




New Hanks in Viraginiea

DTHER DEFDSITS* ' C 'Dpened' Year 1 Year 2 Year 3 VYear 4
Soutlh bBostion B, Helides: v, Oct & O - - -

Fricecs Anne Com. .Va. Beach Aua-8 %] - - -
Fairfax"BuT . Fairfax Jul -85 ] - — ——
Bk.of Tidewater’, Va.Beach Jul -85 Q - - -
Highlands Union,Abdingdon Apr -85 0 —— - ——
Hallmark BT, Spr1ngf1e1d Feb—-85 0 - —— e
Sailors % Merchant - Fairfax Aug-—B4 0 O - -
Community BE.&Tr. -Sterling Dct-8% 124 0 0 ——
Firet Commonwealth — Wise Sep—-83 1,811 0 o -
Arlingtorn Bank - Arlington Jul-82 39 Q0 Q 0O
EBank of Alexandria Jul -8% 91 170 O O
Miners Exchange Bk. - Wise Jul -84 24300 8,616 Q Q
Dickenson-Buchanan - Havei Apr—81 B4z 1,740 2,370 ]
Citizens Bk. of Tazewell Feb-81 224 237 211 o

R T L ANVt SRS, ] ¢ | et g L e 2 e
ﬁvarage:_. '4@9 fll,ou7 YRS Y

* = In 1984, the Call report format changed to eliminate Other De-
pos1ts wh{qh included gavernment deposits and offticial checks.

e tay g 23

TDTAL DEPDSITS Opened - Year- 1 “Year 2 Year 3 Year 4

South koston EBk. Halifax Cty. Oct-85 S.615% - - ——
Pricess Anne Com. ,Va.Beach Aug-—-85 8.230 — — ———
Fa;,r‘f a* 13 B “T iF‘Q‘ rf RSt o JL[JT-‘BSan:B’(l;)»Q ar o, T Ty et e T R e W STTTT
Bk.of T1dewater, Va. Beach Jul—-85 16,665 ——— — -
Highlands Unign.Abdingdon Apr-8S 7,073 - —_— —
Hallmark BT, Springfield Feb-8% 16,814 - - ——
Sailors & Merchant - Fairfax Auag-84 4,524 13,427 —_— ———
Community Bk.%Tr. —-Sterling Oct—-83 2,167 7,370 16,380 ——
First Commonwealth - Wise Sep—-83 8.671 21,786 20,732 —_
Arlington Bank — Arlington Jul-82 2,881 8,222 13,925 24,3=
Rank of Alexandria Jul-82 7,318 20,622 23,447 25,124
Miners Exchange Bk. - Wise Jul-82 10,220 23,037 17,656 15,667
Dickenson—Buchanan - Havyeil Apr—81 4,546 6,965 8,742 10,292
Citizens Bk. of Tazewell Feb-81 6,724 11,619 14,386 16,718

Average: 7,826 14,131 16,466 18,426



New Banke 1in Virginiea

DTHER LIABILITIES Dpened ~ Year '1 "Year 2 VYear I ‘Year 47
_________ —— e s L S ST . D P S S
Scath Eogt on Bhe Halifer Ctv. Oct -85 =4 - - —=
Fricesee Anne Com. ,Va. bHeach Aug-85 RG] - —-—= e
Fair fax “B&T .,Fairfax Jul -85 29 - — —
Bk.of Tidewater, Va.Beach Jul -85 12 —— —_ -
Highlands Union,Abdingdon Apr—-85 95 - — -
Hallmark B%T, Springfield Feb-8%5 76 - —— -
Sailors & Merchant - Fairfax Aug-84 30 71 - -
Community BE.&Tr. -Sterling Bct-8= 20 =z ' 3 ———
First Commonwealth - Wise Sep-83 31 225 171 ———
Arlington EBank -~ Arlington Jul-82 22 S6 {440 266
Bank of Alexandria Jul —-82 15 148 JZ5 221
Miners Exchange Bk. - Wise Jul-82 483 263 214 162
Dickenson-Buchanan — Hayei Apr —81 86 1324 114 145
Citizens Bk. of Tazewell Feb-81 1) 110 209 216

DEET & CAFITAL LEASE OBLIG. Opened Year 1 Year 2 -Year > Year 4

e G St Gt s S T — — . oty (v T — — . S (b e T T S o S ————— ——— —— s e e —————— — ———— —— —— o

Sputh, Boston:, k. Halifak.Cy.. . DEETES i g s o0 BRI s R b
Frlcess Anne Com.,Va ‘Beach Aug-89 1,938 . . === —_—— =
Fairfax B&T.Fairfax Jul -85 S48 - - -
Bk.of Tidewater, Va.Beach Jul -85 0 - ——— ——
Highl ands Union.AbdinQdon Apr—85 ] - —_— e
Hallmark BT, Springfield Feb=85 .. 036 o« TTT e ST A
Sailors & Merchant - Fairfasx Aug-84 O 0 - ——
Community Bk.&Tr. -Sterling Oct-83 QO 118 O ———
First Commonwealth - Wise Sep-83 0O O ¢} —
Arlington Bank - Arlington Jul-g2 O 0 QO O
Bank of Alexandria Jul -82 QO 8] 25 441
Miners Exchange Bk. — UWise Jul-82 O 3,611 0 O
Dickenson-Buchanan — Haysi Apr—B1 & O G 0
Citizens Bk. of Tarewell Feb-81 Q O O Ci

Average: 232 468 132 88



New Banks in Virqginia

TOTAL - CAFITAL : Opened - Year 1 Year 2 VYear 2  Year 4
South Boston Bh. Halifeasr Ctyv. Oct-85 1,280 —— —— -
Fricess«Anne Com. .,Va.Beach Aug-85 1,928 —— —— ——=
Fairfax BT ,Fairfax Jul -85 2,959 -——— —— —_
Bk.of Tidewater., Va.Eeach Jul -85 Z.633 —— - ——
Highlande Union,Abdingdon Apr -85 2,084 —— - ——
Hallmark BT, Sprinagfield Feb-85 3,017 - - —
Sailors & Merchant - Fairfax Aug—-B84 2.277 1,989 C - ——
Community BL.&Tr. -Sterling Oct-83 1,863 1,800 1,859 ——
First Commonwealth - Wise Sep-8% 2,854 3,093 J,376 ——
Arlington Bank - Arlington Jul-82 1,978 1,972 1,925 2,110
Bank of Alexandria Jul-82 2,503 2,616 I96 1,476
Miners Exchange Bk. - Wise Jul-82 2,364 ~.q87 2,086 1,967
Dickenson-Buchanan - Haysi Apr—-81 1,547 1,63 1,670 1,76%
Citizens Bk. of Tazewell Feb-81 1,543 1, 73 1,733 1,825

TOTAL CAFITAL & LIAERS. Dpened Year 1 Year 2 Year 3 Year 4
o T R e T R st i i T 0 N i ATV s TR i TR T
‘South Eoston .Bk. Halifax €ty.. Oct-BS 7,074 ... ——= fmmem—— L e
Fricess Anne Com.,Va.FHeach Aug—-85 12 _149 e —— _——
Fairfax BT ,.Fairfax Jul-85 11,645 —— ——— -
Bk.of Tidewater, Va.Beach Jul-85 20,425 - ——— -
nghldnds Union »Abdingdon = = Apr-85 9 As:‘nJm.r:fm_~%,T:T.whﬁ.tfjn
Hallmark BT, Spr1ngfxeld 7 Feb-8%" ”0,q6 R - ——
Sailors & Merchant - Fairfax Aun-84 6,831 15,487 ——= ——-
Community Ek.%Tr. -Sterling Oct-83 4,050 9,330 18,302 -
Firet Commonwealth - Wise Sep-B3 11,556 25,104 24,279 ——
Arlington Rank - Arlington Jul-82 4,981 10,270 16,290 26,710
Barnk of Alexandria Jul-82 .975 23,3B6 25,087 27,362
Miners Exchange Bk. — Wise Jul-82 13,0867 29,498 19,936 17,791
Dickenson-Buchanan — Haysi Apr—-81 6,218 B,734 10,526 12,199
Citizens Bk. of Tazewell Feb—-81 8,323 13,3862 16,328 18,759

Average: 10,436 16,896 18,4678 20,544




Aver age BRalance Sheet of 14 New banks
BpERed e itain e FeB1%1985;

Year 1
CASH ASSETS 807
INVESTMENTS 1,770
FEDERAL FUNDS SOLD 1,89=
TOTAL LOANS 9,424
LOAN LOSS RESERVE (33
FIXED ASSETS 423
OTHER ASSETS 192
TOTAL ASSETS 10,436
DEMAND DEFDSITS 2,121
TIME AND SAVINGS DEFOSITS D296
OTHER DEFOSITS 409
TOTAL DEFOSITS 7,826
OTHER LIABILITIES C .98.
DEBT & CAFITAL LEASES , , , 23°
TOTAL CAFITAL o ' ) 2,281
TOTAL LIARILITIES AND.CAFITAL . - .. .. 10,436

Major EBalance Sheet Categories as percentage
of Total Assets - Compo=1te of 14 New Banls

opened -in"Virginia 1981 --1985- -~ 7= :
Year 1

CASH ASSETS 7.73%
INVESTMENTS 16.96%
FEDERAL FUNDS SOLD 18.14%
TOTAL LOANS 51.97%
LOAN LOSS RESERVE ~Q.31%
FIXED ASSETS 4.05%
OTHER ASSETS 1.46%
TOTAL ASSETS 100.00%
DEMAND DEFOSITS 20.32%
TIME AND SAVINGS DEFOSITS S0.74%
OTHER DEFOSITS F.92%
TOTAL DEFOSITE 74.98%
OTHER LIARILITIES O.93%
DEET & CAFITAL LEASES 2.23%
TOTAL CAFITAL 21.86%

(59)
706
306

16,896

2,451
10,323

1,357
14,131

Sl o 131.
466 .

2,168

16,896

Year 2

7.04%
23.267%
9.53%
94.52%
—Q.35%
4.18%
1.81%

100, 00%

14.51%
61.09%
8.03%
B3, 63%
0.78%
2.78%

12.83% .

973
10,780

(193)
B21
484

18,678

3,129
12,908
Z69
16,466
.419
132

1,861

6.62%
24.51%
S.21%
97.71%
-1.03%
4,39%
2.99%

100.00%

16.75%
69.435%
1.97%
B88.1&6%
1.17%
O.71%
Q.967

TOTAL LIARILITIES AND CAFITAL 100,00% 100,007 100.00%



Qfhec. Jncone and.Expensa;:Latedorins

as a percentage of Total Interest Income =~ =~
Hariks in Virginia = ‘Average 1587-198%

EBank Ascete Size
(in millions)

Under 10 to £25 to

Other Income F10 ¥25 F350
Service Charges on Deposit Accounts 2.25% 3.47% 3.24%
Other Non-Interest Income J.23% 2.67% 2. 50%
Other Expense

Salaries and Renefite 20,347 16.90%  15.44%
Occupancy Expense - S3% 0. 89% 4.73%
Other Non—Interest Expense 19.95%4  11.9774 12.17%

Frovision for Loan Losses .. . a.89% . 3.27% 3.26%
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