Legal Developments: Second Quarter, 2006

ORDERS ISSUED UNDER BANK
HOLDING COMPANY ACT

OrDERS [SSUED UNWDER SECTION 3 OF
THE BANK Howping ComPANY ACT

BER&T Cogprpartiion
Winsssogabemlern, Rovth CQeodina

Order Approving the Merger of Bank
Holding Companies

BB&T Corporation (“BB&T™)), a fiimancial holding com-
pany within the meaning of the Bank Holding Company
Act ("BHC Act”), has requested the Board's approval
under section 3 of the BHCAafooinoteddgd) SD818HRt
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Tennessee, Virginia, West Virginia, and the District of
Columbia. Tn Tennessee, BB&T is the eighth largest deposi-
tory organization, controlling deposits of approximately
$1.3 billion. BB&T s the third largest depository organiza-
tion in North Carolina, controlling deposits of approxi-
mately $23.7 billion, and the fifth largest depository
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organization in iGeGegirgisonaniloblindepepitsitst appppronitedsely

$6.3 billion.

First Citizens, with total consolidated assets of approxi-
mately $719.8 million, operates subsidiary-insured deposi-
tory institutions in Tennessee, Nokth Carolina, and Georgia.
In Tennessee, First Citizens is the 22nd largest depository
ofganization, centirelling deposits of a@pproximately
$518.1 millien. First itizens is the 85ih largest depesitory
organization in Nerth €areling, eenirelling depesits of
approximately $25.1 million, and the 76th largest deposi-
181y Sreanization in Eeprgia, eanirailing depasits of ap:
praximately $248:1 millish:

On consummation of this proposal, and after accounting
for the proposed divestiture, BB&T would remain the 17th
largest insured depository organization in the United States,
with total consolidated assets of approximately $110.7 bil-
lion. In Tennessee, BB&T would become the seventh
largest depository organization, controlling deposits of
approximately $1.8 billion, which represent approximately
1.9 percent of the total amount of deposits of insured
depository institutions in the state (“state depositts™).
BB&T would remain the third largest depository organiza-
tion in North Carolina, controlling deposits of approxi-
mately $23.7 billion, which represent @pproximately
12.9 percent of state deposits. In Georgia, BB&T would
remain the fifth largest depository organization, controlling
deposits of approximately $6.6 billion, which represent
approximately 4.5 percent of state deposits.

IWTERRSAHETE ANMALKSIS

Section 3(d) of the BHC Act allows the Board to approve
an application by a bank holding company to acquire
control of a bank located in a state other than the home state
of such bank holding company if certain conditions are
met. For purposes of the BHC Act, the home state of BB&T
is NorthGasedinagfoatng EgAbaikhadingcosepasy'sn Tennes-
hampisiatedsitbastatenn Giesithe
Egtﬂa@@ﬂ(lﬁilt& ebalbsubsidianyeharks of theord, including a
companyrwerevthe laggesktatutes, the Board finds that the
on July 1, 1966, or the date on which the
company became a bank
holding company, whichever is later
(12U.S.C. §1841(0)(4)(C)). end footnote)and

First Citizens is located in Tennes-
see, North Carolina, andGeorgia(footnote4
For purposes of section 3(d), the Board considers a
bank to be
located in the states in which the bank is chartered
or headquartered or
operates abranch (12 U.S.C. 88 1841(0)(4)-(7)
and 1842(d)(1)(A) and
(d)(2)(B)) end footnote)

reviRase o fore vkt -9f allathe-£aatscoR eGar dinine ki gha



Federal Reserve Bulletin #2006

conditions for an interstate acquisition enumerated in sec-
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market . In additio
hese banking markets are described in Appendix A end footnote)

A. Banking Market With Divestiture

The Board has reviewed carefully the competitive effects of
the proposal in each of these banking markets in light of all
the facts of record. In particular, the Board has considered
the number of competitors that would remain in the mar-
kets, the relative shares of total deposits in depository
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depend on the size of the increase in, and resulting level of,

institutions in the markets ("market deposits") controlled concentration in themarket(footnotell ]
by BB&T and FirstCitizens(footnote8 See NationsBank Corporation, 84 Federal Reserve Bulletin 129
Deposit and market share data are as of June 30, 2005, and are (1998) end footnote)
based on calculations in which the deposits of thrift institutions are Several factors indicate that the proposal is not likely to
included at 50 percent. The Board previously has indicated that thrift have a significantly adverse competitive effect in the Blue
institutions have become, or have the potential to become, significant Ridge Market. After consummation of the proposal and the
competitors of commercial banks. See, e.g., Midwest Financial Group, proposed divestiture to an out-of-market competitor, seven
75 Federal Reserve Bulletin 386, 387 (1989); National City Corpora- insured depository institutions would continue to operate in
tion, 70 Federal Reserve Bulletin 743, 744 (1984). Thus, the Board themarket(footnotel2Themarketalsohasonecreditunionthatoperatestwo
regularly has included thrift deposits in the market share calculation onStreet-level branches, and its membership is open to all residents in the
a 50 percent weighted basis. See, e.g., First Hawaiian, Inc., 77 Federal marketendfootnote)lnaddition, the Blue Ridge Market has been
ReserveBulletin52,55(1991)endfootnote)theconcentration level of attractive for entry, as indicated by the de novo entry of
market deposits and the increase in this level as measured three commercial banking organizations in the past four
by the Herfindahl-Hirschman Index (“HHI") under the years, and appears likely to remain attractive for entry. For
Department of Justice Merger Guidelines (""DOJ Guide-
lines")(footnote 9 Under the DOJ Guidelines, a market is
considered unconcentrated if the
post-merger HHI is under 1000, moderately concentrated
if the post-merger HHI is between 1000 and 1800, and highly
concentrated if the p_ost-merger HHI exceeds 1800. The Department of
Justice ("DOJ") has informed the Board that a bank merger or
acquisition generally will not be challenged (in the absence of
other factors indicating anticompetitive effects) unless the post-merger HHI
is at least 1800 and the merger increases the HHI by more than 200
points. The DOJ has stated that the higher than normal HHI thresholds
for screening bank mergers and acquisitions for anticompetitive effects
implicitly recognize the competitive effects of limited-purpose and
othernondepositoryfinancialentities.endfootnote)othercharacteristics of the markets, and commit-
ments made by BB&T to divest a branch.
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example, Fannin County, Georgia, has more than twice the
amount of deposits compared to the median nonmetropoli

and state supervisors of the organizations involved, pub-
licly reported and other fiimancial information, information

meirepotitgnicatietytire thedthte (ioetodtpljfdaninC auntyebmyrisesyacdvided by BB&T, and public comments received on the

Fannin County, moreover, percenicef the:Biuec-Ridge dMaiket
bynmetrapapifatiarounties TheGadegdd. population growth of
Fannin County, moreover, is twice the rate for similar
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B. Banking Markets Without Divestitures

Consummation of the proposal without divestitures would
be consistent with Board precedent and within the thresh-
olds of the DOJ Guidelines in the other five banking
markets where BB&T and First Citizens' subsidiary banks
competediieetly(foornitalddneaffacisdling four of the bank-
pepesakan thewlaneanhativoafbamkiogneentrated  and
(RR0bHGRSHR faseMaskalsantdescrebhAppaneix Bis
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e gredesr dlehisenceniratet Markais ate the Athens, Cleveland,

Knoxville, and Sevierville banking markets, all in Tennessee end footnote
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share exchange and partial cash purchase.

The Board also has considered the managerial resources
of the organizations involved and the proposed combined
organization. The Board has reviewed the examination
records of BB&T, First Citizens, and their subsidiary
banks, including assessments of their management, risk-
management systems, and operations. In addition, the
Board has considered its supervisory experiences and those
of the other relevant banking supervisory agencies with the
organizations and their records of compliance with appli-
cable banking law, including anti-money-laundering laws.
BB&T, First Citizens, and their subsidiary depository insti-
tutions are considered to be well managed. The Board also
has considered BB&T's plans for implementing the pro-
posal, including the proposed management after consum-
mation.

Based on all the facts of record, the Board has con-
cluded that considerations relating to the financial and

managerial resources and future prospects of the organi-
zations involved 1in the nronosal are consistent “with
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approval, as are the other supervisory factors under the
BHC Act.

CONWERNIENCE AND NS CODOHBBRAATIONS

In acting on a proposal under section 3 of the BHC Act, the
Board also must consider the effects of the proposal on the
convenience and needs of the commmunities to be served and
take into account the records of the relevant insured
depository institutions under the Community Reinvestment
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nience and needs factor in light of the evaluations by the
appropriate federal supervisors of the CRA performance
records of the relevant insured depository institutions. An
institution's most recent CRA performance evaluation is a
particularly important consideration in the applications pro-
cess because it represents a detailed, on-site evaluation of
the institution's overall record of performance under the
CRA by its appropriate federalsupervisor(footnote22

See Interagency Questions and Answers Regarding Community
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sdconiiclieg mofigages(2C AR03dD endigotinledN it iGation
iipauinite derguedtiyans AFHAMD Ardaticaisrefidrd pravide
than tononminorities(footnote27
The comments have been forwarded to the FDIC, the primary
regulator for BB&T's subsidiary banks, for its consideration in the
context of evaluating the banks for compliance with the fair lending
lawsandregulationsendfootnote) TheBoard notes that these data are
preliminary and will not be finalized for analysis until fall

Fa% Eﬂ §8£§s§%5@06% e?d foopnﬁfﬁ?ough the preliminary 2005 HMDA data for BB&T's

subsidiary banks and nonbank mortgage lenders indicate

that a greater percentage of higher priced loans were

made to African-American or Hispanic borrowers relative

to nonminority borrowers, HMDA data provide an insuf-

ficient basis by themselves on which to conclude whether

BB&T or its subsidiaries are excluding or imposing higher

costs on any racial or ethnic group on a prohibited

basis(footnote 28 The Board reviewed 2004 and preliminary 2005 HMDA data

reported by BB&T's subsidiaries, including data for North Carolina end footnote)
HMDA data alone, even with the recent addition

Reinvestment, 66 Federal Register 36,620 at 36,640 (2001) eid fdetm@té)formation, provide only limited information

BB&T's largest subsidiary bank, as measured by total
deposits, is Branch Banking and Trust Company, also in

about the coveredloans(footnote29Thedata,forexample,

do not account for the possibility that an

institution's outreach efforts may attract a larger proportion of margin-
ally qualified applicants than other institutions attract and do not
provide a basis for an independent assessment of whether an applicant
who was denied credit was, in fact, creditworthy. In addition, credit
history problems, excessive debt levels relative to income, and high
loan amounts relative to the value of the real estate collateral

(reasons most frequently cited for a credit denial or
BiaiBrokneidmoikiiRA s tH ek dndm ptiinlsfeitech fovial e



an inadequate basis, absent other information, for conclud-
ing that an institution has engaged in illegal lending
diserimination.

Examiners found no substantive violations of applicable
fair lending laws during the fair lending reviews they
condueted in conjunction with the most recent CRA perfor-
manee evaluations of BB&T’s subsidiarybieamkkifootnoieds-
Bem, Mainrediseat iRileltesnthafoPDAEN has taken stepddb
baturéheotpptishdadicateSatbate R B Tak@sotAKE e HaRsnEe
BRSWEEAMRNANEB Withe Mo 0 dinth @PHa PRRLRRRSWRRGY
protestian Ay BB& L spIRAYSAN Al deserdwad e
Beosess £94 heme Jean anaNspiong hatemevtdaihewisnde
fenved prckanaliaaadis HY PARaRerqgia Yy Tunthsls
Rl E?Sg”&fss AR SR AN GE, Wity fr%'ﬁdi%%:%?
L%‘I%%tbéroa@{i‘&&'% qIIRRARYES alfly "By "alSa L 50N g SRl
&l QO?HPéPna%”Qomg5¥8vaé"}ﬂeb¥e\ﬁ8(k¢%ﬂ rflefl8L
XLeRRIV B IRl GRIBAAN Y R o RV IIE R TS T
Finallyn BB ShliRigNIdes fatf lending draining, e 1, enging
BE{SAMNBls AU HNOG10cNE 1R EASU & HOA i RAD
ﬁﬁé@j‘c‘?ﬁtf’dsaﬁﬁﬁ%ﬂﬁg.ﬂy disseminate credit-assistance infor-
maiind 1, ARPUFAN s considered the HMDA data in light
of RGNS, CANSILEISE ife HMDA dalfu IRty
pletiebriBformatien & PAudgaith aRes. ReNQIBANS
tRE0rR QT SR BB & BaUPy Uahk bk RS Pl
BeadASHPLABHR dindhfeloar deRticiHass dRAt BRRATIS

gatablished, affarts AndnlReord. deroanstiatethat BB &lids
agtivsuindelping to meet the credit needs of its entire

communities.
C. Conclusion on CRA Performance Records

The Board has considered carefully all the facts of record,
including reports of examination of the CRA records of the
institutions involved, information provided by BB&T, com-
ments received on the proposal, and confidential supervi-
sory information. BB&T represented that the proposed
transaction would provide First Citizens’ customers with
expanded products and services. Based on a review of the
entire record, and for the reasons discussed above, the
Board coneludes that considerations relating te the conve-
fnienee and needs facter and the CRA perfermance recerds
of the relevant depository institutions are censistent with
appreval{footnote 31

A commenter requested that the Board hold a public hearing
meeting on the proposal. Section 3 of the BHC Act does not ggayjke (R
Board to hold a public hearing on an application unless the a| afe

CONGCUBISION

Based on the foregoing and all facts of record, the Board
has determined that the application should be, and hereby
is, approved. In reaching its conclusion, the Board has
considered all the facts of record in light of the factors that
it is required to consider under the BHC Act. The Board's
approval is specifically conditioned on compliance by
BB&T with the conditions imposed in this order and the
commitments made to the Board in connection with the
application, including the divestiture commitment dis-
cussed above. Fer purpeses of this actien, the conditions
and commitments are deered (6 be conditions imposed in
writing by the Beard in eennectien With its fingings and
deeision herein and, as sueh, may be enfereed in procesd:-
ings under applieable law.

The proposed transaction may not be consummated
before the 15th calendar day after the effective date of this
order, or later than three months after the effective date of
this order, unless such period is extended for good cause by
the Board or the Federal Reserve Bank of Richmond,
acting pursuant to delegated authority.

By order of the Board of Governors, effective June 12,
2006.

Voting for this action: Chairman Bernanke and Governors Bies,
Olson, Kohn, Warsh, and Kroszner.

ROBERT DEV. EFRIERSON
Deputyy Secvetaryy of the Board

Appendix A
BONKENEG MMRETS'S IV WHIKH BB&T AND
FIERST. CHZERNS COMEREEE DBRECTLY

Aitftenss Aveas, Teernmessee

McMinn, Meigs, and Monroe counties and the town of
Delano in Polk County.

glfwedlmdd Aveas, Teermessee

8unty and the towns of Benton and Ocoee in Polk

supervisory authority for any of the banks to be acquired makesa ~
timely written recommendation of denial of the application. The Board

has not received such a recommendation from any superviso

@f_Avem, Teermessee

ity. Under its rules, the Board also may, in its discretion, hol%agublic

meeting or hearing on an application to acquire a bank if a
hearing is necessary or appropriate to clarify factual issues r

m
€

erson, Knox, Loudon, Roane, and Union counties and

eting or .
%eaﬂlgmn of Blount County northwest of Chilhowee

19 A~

the application and to provide an opportunity for testimony (¥2-€FR
225.16(e)). The Board has considered carefully the commenter's
request in light of all the facts of record. In the Board's view, the
commenter had ample opportunity to submit comments on the pro-
posal and, in fact, submitted written comments that the Board has

considered carefully in acting on the proposal.
The request fails to identify disputed issues
of fact that are material to the Board's decision

and would be clarified by a public meeting or hearing. Moreover, the
commenter's request fails to demonstrate why its written comments do
not present its views adequately or why a meeting or hearing otherwise
would be necessary or appropriate. For these reasons, and based on all

thefactsof record the Board has deformined that 3 publie hearing or



Mountain; the towns of Chestnut Hill, Dandridge, Dump-
lin, Friends Station, Hodges, New Market, and Strawberry
Plains in Jefferson County, the towns of Harriman and
Oliver Springs in Morgan County; the towns of Seymour
and Kodak in Sevier County; and the towns of Blaine,
Buffalo Springs, Joppa, Lea Springs, and Powder Springs
in Grainger County.

Seviemillée Aveay, Teennessee

Sevier County, excluding the towns of Seymour and Kodak,
and the portion of Blount County southeast of Chilhowee
Mountain.

Chevollere and Clay Counticss, Novtth Carolina

Cherokee and Clay Counties.

Blue Ridtge Aveas, (GBeoggiadtennessee

Fannin County in Georgia and the towns of Ducktown and
Copperhill in Polk County, Tennessee.

Appendix B

MERREET. DMIEA FOR TENRNESSEEE AND NNORTH
CAEMIRNA BAINSG MARKETS

Aitlenss Aveas, Teermessee

BB&T operates the second largest depository institution in
the Athens area banking market, controlling deposits of
$175.1 million, which represent 14.4 percent of market
deposits. First Citizens operates the 13th largest depository
institution in the market, controlling deposits of approxi-
mately $13.9 million, which represent 1.1 percent of mar-
ket depesits. After consurnmation of the propoesal, BB&T
would remain the second largest depository organization in
the market, controlling deposits of approximately
$188.9 millien, whieh represent appreximaiely 15.6 pef-
sent of market depesits. The HHI weuld inerease 33 peints
te 1308. Feurteen insured depesitery institutiens weuld
remain in the banking market:

Cleveland! Aveas, Teermessee

BB&T operates the tenth largest depository institution in
the Cleveland area banking market, controlling deposits of
$8.4 million, which represent less than 1 percent of market
deposits. First Citizens operates the largest depository
institution in the market, controlling deposits of approxi-
mately $318.8 million, which represent 23.8 percent of
raarket deposits. After consummmation of the proposal,

BB&T would become the largest depository organization in
the market, controlling deposits of approximately
$327.2 million, which represent approximately 24.5 per-
cent of market deposits. The HHI would increase 30 points
to 1616. Eleven insured depository institutions would
rernain in the banking market,

Knonuillée Aveas, Tesnmessee

BB&T operates the fourth largest depository institution in
the Knoxville area banking market, controlling deposits of

$678.2 million, which represent 7.2 percent of market
deposits. First Citizens operates the 18th largest depository
institution in the market, controlling deposits of approxi-
mately $83.8 million, which represent less than 1 percent of
raarket deposits. After consumration of the proposal,
BB&T woeuld remain the fourth largest depesitory organi-
zation in the market, controlling deposits of approximately
$761.9 millien, whieh represent approximately 8.1 percent
of market depesits. The HHI would inerease 13 peints {8
1274. Thirty-three insured elepesitery institutiens weuld
remain iR the bankiRg market.

Seviemillée Aveas, Teannessee

BB&T operates the fifth largest depository institution in the
Sevierville area banking market, controlling deposits of
$123.6 million, which represent 8.9 percent of market
deposits. First Citizens operates the eighth largest deposi-
tory institution in the market, controlling deposits of
approximately $13.1 million, which represent less than
1L percent of market deposits. After consumimation of dhe
propesal, BB&T would remain the fifth largest depository
erganization in the market, contrelling depesits of approxi-
mately $136.7 millien, which represent approxifately
9.9 percent of market depesits. The HHI weuld inerease
16 peints te 1782. Ten insured eepesiiery institiions
weuld remain in the Banking market:

Chenallere and Clay Coumtitss, Novtth Carolina

BB&T operates the sixth largest depository institution in
the Cherokee and Clay counties banking market, control-
ling deposits of $17.6 million, which represent 3.5 percent
of market deposits. First Citizens operates the fifth largest
depository institution in the market, controlling deposits of
approximately $25.1 million, which represent 5 percent of
market deposits. After consummation of the propesal,
BB&T would becore the fifth largest depository organiza-
tien in the market, controlling deposits of approximately
$42.7 millien, whieh represent appreximately 8.5 pereent
of market depesits. The HHI weuld inerease 35 peints {8
2056. Six insured depesitery institutions weuld remain iA
the banking market.



Appendix C

CRA PERFORMENGE: EVALIRMITONG OF BERAT'S BANKS

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

1. Branch Banking and Trust Company,Winston-Salem, North Carolina
CRA Rating:Outstanding Date:December 2004 Supervisor:FDIC

2. Branch Banking and Trust Company of South Carolina,Greenville, South Carolina
CRA Rating:Satisfactory Date:December 2004 Supervisor:FDIC

3. Branch Banking and Trust Company of Virginia,Richmond, Virginia
CRA Rating:Satisfactory Date:December 2004 Supervisor:FDIC

4. BB&T Bank card Corporation,Columbus,

Georgia CRA Rating:Satisfactory Date:May 2005 Supervisor:FDIC

5. Main Street Bank,Covington, Georgia CRA Rating: Satisfactory
Date:December 2004 Supervisor:FDIC

OrpERS [SSUED UnNDER SECTION 4 OF
THE BANK HolpiNnG CoMPANY ACT

Bamow Latinoaanericanoio de EEppotiaciones,
S.A.
Pamamaa City, Repuliticc of HRanama

Order Approving Notice to Engage in
Nonbanking Activities

Banco Latinoamericano de Exportaciones, S.A. (*Bank’), a
foreign banking organization subject to the Bank Holding
Company Act (“BHCAAtt)(fodinotadquested the Board’s

New York, and has received approval to establish a repre-
sentative office in Miami, Florida.

The proposed activities would be undertaken within the
IdenTrust system in which IdenTrust serves as a central
rulemaking and coordinating body for a global network of
institutions that act as digital certification authorities. Cer-
tification authorities verify or authenticate the identity of
customers conducting financiall and nonfiiandial transac-
tions over the Internet and other “open” electronie net-
works. To provide these services, IdenTrust and its network
of participating financiall institutions use digital signatures
created with eneryption technelegy. These digital signa-
tures uniguely identify participants in the IdenTrust system
whe send sighed messages ever electronie networks. Certi-
fieatiom autherities issue digital sertificates that eertify that

ApacfareigadankoperatingsnagengyointbaUnited:Staies, BAAR digital signature is uniguely asseciated with a particular
issuibiect 1edBHIG Anthy opReationiohsaction axefihe Message sender so that the message recipient ean be
totematinnal Hanking Act efrk8¢h2 biS. Girfi3dia6(a)end feesuiem )l the identity of its trading partner.

nonfinancial transactions and heggiegielested-elhee® odidis
poprevahgnaerisecidonPHSk(Proposes to engage in these

As a certification authority, Clavex would provide the
technical systems and support necessary for banks to verify

activities by entering into an ag@sehddin ehithelBEHIAM(fPRinote2and authenticate the identity of customers conducting elec-

121abhFfust'8F NSAHeHBIN andY ciidAle neerfasinatelppd
886tiare22ba2d el hewhear dridiRegWabigialy of the Bank
ooty n 1k ahB o240 10e FOPINOIEHT lavex " BCt as a
cerNBEeUanr atherdosin, GomieRHS inWHitelingBgidinsand
Bﬁﬁﬂ?ﬁﬁﬁ@ltotm&ﬁﬂha§%eﬁ REALESHEY 6 'tﬁ@_ﬂ’e&éff@rl
RASRISINGT RYtWILIRS! RAK1H BRIBEIDANIAIR: Himthess
AR ST MENEHAY dRIAR0 29REEIABTS il hdsrbivludRa
frddsaeystia Mews YorkaNewotarkd Thangresmant it
aseigned 1R sovhisHuanad Bafiregt subsidiary of the Bank
currenly iafoptiActionsdHayen hisCrs( SElapprokimately
$3MobigRRf e REOR 141185 NI IR piETa RRTSRS AR
PRARIHRNAQ, CRTHRE MRS %eﬁﬁt%éﬂléf 1 K episfe!
Register (71 Federal Register 8858 (2006)). The time for
filing comments has expired, and the Board has considered
the notice and all comments received in light of the factors
set forth in section 4 of the BHC Act.

Bank, with total consolidated assets of approximately
$3.2 billion, is the third largest bank in Panama. In the
United States, Bank maintains an agency in New York,

tronic transactions and to register digital certificates to
customers. Clavex would provide these services to Bank as
well as to other banks in Puefto Rico, Mexico, the Carib-
bean, Central America, and South America that enter into
contracts with@lavextfopagite4nd any other banks to which
Thesexbanks wasiskilse:Raved0 arierdnte agrprmsinie With
erdriush 0 ppartieipalel ipdine: 1 den To4sb s¥stehat request
engfpotneied Bank andaR Y aHieeda ks tor¥ghiehtion author-
felavexamrayn@'otidler serviaeronwiauhd riifed S5BANS RIgi stor
BRE QTN G e e s JiNGeATH PRiCEsRmREDs ARk (RS
deital prarleRiials da g e o iad derficEROLSIEAHAN (AR
ity- '+ Baskadfsh othahspislation Auharitias wauld segistes
Fog sl iRb e Rl fHRARTelS SUABHIOHHRC IS AUNRRC AN FhANEY
Y%Ql‘dﬁge@w{ﬁj@ hdatabapgof @g%@ficates issued through
its registration authorities. Clavex would also provide
registration—authorities with the software and hardware
required to use the IdenTrust system.



The Board has previously determined by order or regu-
lation that acting as a certification authority in connection
with fiimanciall and nonfitanuiadirarsacitaisifoaindydata pro-
ceSstrBayetische tiyipesuntoverginglankdAG, BaifetlegalfRespure
PBubletins6(2000)(11Bdyehi®haidrdex) B0 oArate faneldaiapored
gespingidoatiotemiAGhR #A028{b}d 4hanthfoainateh approved
by the Baed adh vidienichsBhnkehatedoteubanking tomhauct
feses aetivredom 4cdBlanttheit e 1eitafibhs prapesied
astidiesaare s oNsistanthyiBohers thaddave deemianpivywed
hytiigiBoard. In addition, Bank has committed to conduct
theyp agprities theapeeicianas BBhiAcal b itationsrirfaiib
iRaReny IpHoRoNI ath thenRBAARIYS HYASEP 8 RYE T NSroese
Betvitisstfandnaie fiSerBERRaQrsianind faotiatedfrects,
suct? APRAYSe tRO ML HHR BPALAISCeMUst HRIREMIBE
HithitheoPAPRASANC AL TARSANGP Lt &Rt PEF s SRRl BdHkE
heagfife iR the pub Bﬁﬁh@f %Wgﬁﬁeﬁsgﬁ edvaresHe R
BHER P8 oHRAHE s GPRCARUAELN aplt E?I%ﬁié”g&%al%&&?@é’s 8f
I Alb S RIMRRILERO PORH 16EY AhANETREIS o Pk SRR DA N
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ase A ltfg {e ICW % § recor |vaslen% 0 atlﬁe
L sleaé;ejourges i ?u L

thﬂn I\?forem\(/)élr’ (tZOHSIJ rﬁat 'FEH]G %(S)gl lw%ru

g it ché’n "R act o t.%asr%‘cli’éir coné?/n ot %% S
o ti’%&ﬁ 9L a?%%ew SRHY BEShE R
o sEhkche res%%%]éé%eef‘f/&l? TRERIGPBL,
baﬁﬁl%éﬁ%% HS gard hag %&Pef{ﬁwe‘éf&ﬁisﬁ?&%%“ tﬁé
A7 HOBPC RSO RPIRRTIEHE SUBSWISSRY 8% ihehkes
108 O B HHR KA %Eﬁé?%%&%%’@ﬁ%?@éamﬁo%fm
%e%masﬂ f@&ofactaf%smqn e ﬁ?ﬁf%mﬁc%%h@%d
Hasrgsidrationerdaydng Ratheipapsial fed mapsasriah
EopRinst of Bl e CIBYG) S UBAPDIONRL of the U.S.
dras dieart hamrltpdonsidessd raraihig thraf YeRRHEYS
Bf%gsas & Aherpaopetalonrdishi, thélhgé‘?df% pbrasrich
Prale slRgadhati SHE PO it tb CRRHASAHON AIMANEGE 1
relditioRs HiesBinartendifsisteat dhen lasprbingt system is
SUHGEIBdare HAsbIES Rdigirentsaresyld teanadm peerive
eprame o Vit Gnadpetherii nypyidma paralicadiororutbesity
pad kelied setvigererIguateaets. Based valathadaeys of
addition the Board notes that the ldenTrust system is
structured so that its participants would remain free to
compete with each other in providing certification authority
and related services to customers. Based on all the facts of

record, the Board concludes that Bank's proposed activities
are not likely to have any adverse competitive effects.

The Board expects that the proposed activities would
result in benefits to the public by enhancing Bank's ability
to serve its customers. The certification authority activity
would facilitate customers’ ability to conduct commercial
transactions over the Internet and other “‘open”™ electronic
networks. These customers will also benefit from the
broader array of products and services Bank will be able to
offer and from the ability to purchase such produets and
serviees on a regienal basis.

The Board has determined that the conduct of the
proposed nonbankimng activities within the framework of
Regulation Y and Board precedent is not likely to result in
adverse effects, such as undue concentration of resources,
decreased or unfair competition, conflicts of interests, or
unsound banking practices. Based on all the facts of record,
the Board has concluded that consumimation of the pro-
posal can reasenably be expeeted to produce benefits that
would eutweiah any likely adverse effects. Accerdingly,
the Board has determined that the balanee ef the publie
benefits that it must censider under seetisn 4(j)(2) of the
BHC Ast is consistent with appreval.

Based on the foregoing, the Board has determined that the
notice should be, and hereby is, approved. In reaching its
conclusion, the Board has considered all the facts of record
in light of the factors that it is required to consider under the
BHC Act. The Board's approval is specifically conditioned
on compliance by Bank with the conditions imposed in this
order and the comnitients made to the Board in connection
with the netice. The Board's approval is also subject to all
the eonditions set forth iR Regulation Y, ineluding these in
sections 225.7 and 225.25(6) and to the Board’s authority
ffoetnate 10ch2CHRidRA 8ReA2BABR of the activities
prdBleaingfe)and of its subsidiariéd the BRAr ¥ Adtharidy
HeEeauirg RYERSHRIIARSIPMOE (RITRIRMIAD Sfeienpetiyifing
of, Brnfravisaiys of (e Brsidiarigadanhet o Baal dedinds
ABERSSATY (rEBRTRARMPIRRERMLE BBE JURFBeRLAVARIQR
Qf it PEQY isionA R 8 R G AR A i aB Qi Be tR8Y e
HORgi @BHsigISs P HRNWHIREEY AR thE BRWIPRS & D cEIRSE
antons AheERAMIHARRARLECIMM VSRS A% Jasmattde- b8

%H&%@&HQ??ﬁf@eﬂ%ﬁfﬂi@%l@Yawe Board in connection

His fiagioesqne desiping@pd. as suchma¥Paaaforssd
{RREOFREAIRESatRTerBPRHERRSe @Wte of this order unless
suc AN EHOM B3 o PRh B8 SURAUEYIALER oAl o.IHAR
HugeramoRt olien dhe eifetiive ¢atk by ;ﬁﬂﬂuéﬂﬂ NG
agi:g %‘f&f)guﬁqgﬁ ded for good cause by th& Board or the
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ated authority.

By order of the Board of Governors, effective June 8,
20¥@ing for this action: Chairman Bernanke and Governors Bies,
Olsegtirgohsy: Wirshetapd: Kroszner.

Chairman Bernanke and Governors Bies,

Olson, Kohn, Warsh, and Kroszner. ROBERT DEV. FRIERSON
- FRIERROY

DeputyROBERIGBEYS
Deputy Secretary of the Board



Bamow Samtandder Centwall Hispanoy, SA.
Medhidd, Spain

Order Approving the Acquisition of Shares
of Savings Associations

Banco Santander Central Hispano, S.A. (“Santander®)), a
financizd] holding company within the meaning of the Bank
Holding Company Act (“BHC Act”), has requested the
Board's approval under sections 4(c)(8) and 4(j) of the
BHC Act and section 225.24 of the Board's Regulation Y.
(footnoteyl d2quiSeCuls (8434cH6) precdlitl > CRR2Bhgndlfagtrote)
Bowagidie Bantorp4.98c pareSolveatighe’ \validg tshaxsstrof
Sovereign BaACAK subligdidiPeueTAMENAIscalicn, Suntep!
Sivre BigK oo tsr2RyisHartiafts Pennsylvania, and Inde-
pviestpent agrerment vith Sopreigm&aandere”) and
woulchacasive J&fh srmkofﬁazéﬁéﬁms&mm
paddhetransastien closinghdate andwaildhaver
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For purposes of the nds t
Santander would control Sovereign and, thus, Soverelgn
would become a nonbanking subsidiary ofSantander(footnote4
Immediately following Santander's acquisition of a controlling
interest in Sovereign, Sovereign proposes to acquire all of Indepen-
dence's voting shares. Santander's acquisition of an indirect control-
ling interest in Independence Bank is also subject to approval by the
New York State Banking Department ("NYSBD"), and Sovereign's
acquisition of Independence Bank is subject to approvals by the Office
of Thrift Supervision ("OTS") and the NYSBD. Sovereign has
reported its intent to merge Independence Bank into Sovereign Bank
several months after acquiring Independence. That merger would be
subject to approval by the OTS under the Bank Merger Act.
Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published in the
Federal Register (70 Federal Register 74,816 (2005)). The
time for filing comments has expired, and the Board has
considered the proposal and all comments received in light
of the factors set forth in section 4 of the BHC Act.
Santander, with total consolidated assets equivalent to
approximately $939 billion, is the 19th largest banking
organization in the world and the largest banking organiza-
tion inSpain.(footnote5

Asset data and rankings are as of December 31, 2004, and ar

based on the exchange rate then in effect.

end footnote)Santander engages in a broad range of
banking and financial services worldwide through an exten-
sive network of offices and subsidiaries. Santander, with
total consolidated assets of approximately $61 billion in the
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United States, operates one U.S. subsidiary-insured deposi-
tory institution in Puerto Rico only, Banco Santander
Puerto Rico (‘‘BSPR™), San Juan. BSPR controls $5.6 bil-
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BHC Act. Santander and Sovereign have committed to
contorm all the activities of Sovereign Bank and Indepen-
dence Bank to those permissible under section 4(c)(8) of
the BHC Act and Regulation Y
(footnote 10 Santander has committed that it will
use its best efforts to cause
Sovereign to, and Sovereign has committed that it will,
conform its

Bl

direct and indirect non banking activities
and investments, including by
Givestiture if necessary, to the requirements of the
BHC Act within two
years of consummation of the proposal. end footnote)
In reviewing the proposal, the Board is required by
section 4(j)(2)(A) of the BHC Act to determine that the
proposed acquisition of Sovereign, Independence, and their
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New York; Bergen, Essex, Hudson, Hunterdon, Mercer, Middlesex,
Monmouth, Morris, Ocean, Passaic, Somerset, Sussex, Union, and
Warren counties in New Jersey; Monroe and Pike counties in Pennsyl-
vania; and Fairfield County and portions of Litchfield and New Haven
counties in Connecticut end footnote)In the New York
banking market, Santander operates only two uninsured
branches that do not engage in retail banking operations. In
weighing the competitive factors, the Board has also taken
into account Sovereign's proposal to acquire Indepen-
dence. The Board has considered the number of competi-
tors that would remain in the banking market; the relative
share of total deposits in depository institutions in the
market ("'market deposits") controlled by Sovereign and
Independence(footnote 16 Depositand marketshare data
are as of June 30, 2005 (adjusted

r bank and thrift institution competitors Would remain in the

market end footnote)

Based on all the facts of record, the Board concludes that
consummation of the proposal would not result in any
significantly adverse effect on competition or on the con-
centration of banking resources in the New York banking
market or in any other relevant banking market.

FINANCIAL AND MANAGERIAL RESOURCES
In reviewing the proposal under section 4 of the BHC Act,

the Board has carefully considered the financial and mana-
gerial resources of Santander, Sovereign, Independence,
and their subsidiaries. The Board also has reviewed the
effect the transaction would have on those resources in light
of all the facts of record, including confidential reports of
examination, other supervisory information from the pri-
mary federal and state supervisors of the organizations
involved in the proposal, publicly reported and other
financial information, information provided by Santander,

to reflect mergers and acquisitions through April 26, 2006), and are

based on calculations in which the deposits of thrift institutions are

included at 50 percent. The Board has previously indicated that

thrift institutions have become, or have the potential to become, significant

competitors of commercial banks, See, e. g., Midwest Financial Group,

75 Federal Reserve Bulletin 386 (1989); National City Corporation,

70 Federal Reserve Bulletin 743 (1984). Thus, the Board regularly has

included thrift deposits in the calculation of market share on a

50 percent weighted basis. See, e.g., First Hawaiian, Inc., 77 Federal

Reserve Bulletin 52 ﬁ1991) Because control of the dep05|ts of

Sovereign Bank and Independence Bank would be acquired by a

commermal banklng organization, these deposits are included at
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purchase, and Santander will use available resources to
fund the transaction.

The Board also has considered the managerial resources
of the organizations involved and the proposed combined
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impact of the proposed funding of the transaction.
The Board has carefully considered the financial re-
sources of the organizations involved in the proposal. The
capital levels of Santander would continue to exceed the
minimum levels that would be required under the Basel
Capital Accord and are considered to be equivalent to the
capital levels that would be required of a U.S. banking
organization. In addition, Sovereign, Independence, and
their subsidiary savings associations and the U.S. subsid-
iary depository institution ofSantander(footnote20
Santander BanCorp ("SBC"), San Juan, an intermediate bank
holding company through which Santander holds BSPR, has restated
financial statements for the years 2000-2004 after concluding that
some transactions booked as mortgage loan purchases or sales during
those years did not meet accounting requirements for treatment as
sales. SBC also delayed issuing its annual report for 2005 pending its
review of similar transactions executed in 2005. SBC has indicated
that the restatements lower its cumulative net income by less than
1 percent during the covered period. The Board has considered the
corrective actions Santander and SBC have taken with respect to this
matter. The Board has broad supervisory authority under the banking
laws to address these matters, if warranted, in the examination and

supervisory process. The Board also has consulted with the SEC about

this matter end footnote)are well capital-
ized and would remain so on consummation of the pro-
posal. Based on its review of the record, the Board finds

that Santander has sufficient financial resources to effect the

proposal(footnote 21 A commenter questioned whether Santander has sufficient

financial resources to offer to purchase additional shares of Sovereign

if required to do so under Pennsylvania law. Pennsylvania corporate

law generally affords dlssentlng shareholders a right to demand fair
the

supgpiseninfeEmation
Santander's U.S. operatlons for complylng with the Bank Secrecy Act
finapeidd omgﬁgﬂﬁlzatlons involved in the proposal. The an

NANCIAL LR SQUTREF B AXPAOSION PLARSAlS that Santander has committed to make avallable to the Board informa-
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tion on the operations of Santander and any of its affiliates that the
Board deems necessary to determine and enforce compliance with

applicable laws end footnote)ln addition, the
Board has considered its supervisory experiences and those

of the other relevant banking supervisory agencies with the

organizations and their records of compliance with appli-

cable banking laws and with anti-money-laundering laws
(footnote 24 The commenter also expressed concern

based on a news article

discussing a fine imposed by the U.K. Financial Services Authority
("FSA") on Abbey National PLC ("Abbey"), London, United King-

and the dom, a foreign bank subsidiary of Santander. The Board notes that the

activities of Santander and its affiliates in the United Kingdom are
subject to the supervision of the FSA and the requirements of U.K.
law. Santander has represented that the fine imposed by the FSA on
Abbey was due to actions that occurred before Santander acquired
Abbey end footnote)
Santander, Sovereign, Independence, and their subsidiary
depository institutions are considered to be well managed.
The Board also has considered Santander's plans for
implementing the proposal, including the proposed man-
agement afterconsummation(footnote25Acommenter

expressed concern about Sovereign's relationships
with unaffiliated pawn shops and other non
traditional providers of
financial services. As a general matter, the
activities of the consumer
finance businesses identified by the commenter
are permissible, and
the businesses are licensed by the states where
they operate. Santander
represented that Sovereign does
not focus on marketing credit services to such non
traditional providers and generally does not have
extensive
commercial loan relationships with such providers.
Santander also has
represented that Sovereign does not play any role
in the lending
practices, credit review, or other business practices of
those firms end footnote)




Based on all the facts of record, the Board has concluded
that the flimancial and managerial resources of the organiza-
tions involved in the proposal are consistent with approval
under section 4 of the BHCAkt(footnote26
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Crefisseetornanatnyaildtiomest #eeem ICR & BeigbaRMions. These data are preliminary, and 2005 data for lenders in

ovniBIatevdreitie BRI rase o mbastaBiy S ieRifgregate are not yet available. See Frequently Asked Questions

hasiepteeerirdiRA PeMniah balevdrRiBRNYIRIOTBBIBUL the New HMDA Data, page 2 (April 3, 2006), available at
efomirerk’ 9 CRAGI o @it mdkpdoniden@abRnkeceived a  www.federalreserve.gov/boarddocs/press/bereg/2006 end footnote)

“sdbrfed tory a ragvig Vit ¢fs thosenrdtenteomd pardoftatiee Although the HMDA data might reflect certain disparities

ecadonti dispysirdrbece atherlbuwdrabeeladzs0Basdindeéy  in the rates of loan applications, originations, denials, or

hesfraprasuetae avid sSols dhei gel ehtariddepoistiplampati (©oigars
aignoBasiklenC Riklp apgprarviaht Independence Bank.
Based on a review of the entire record, and for the

W%ﬁi@wmﬁmg,ﬁmﬁgard concludes that the CRA

performance records of the relevant depository institutions
TeecBBskeient Wi 2RREAYRY: considered the lending record

I
%T%*éﬁedfeﬁso %E@?u. %ns.dee%% S.Ie%%eﬁgf}%%%fg

pricing among members of differentracial or ethnic groups
in certain local areas, they provide an insufficient basis by
themselves on which to conclude whether or not Sovereign
Bank or Independence Bank is excluding or imposing higher
credit costs on those groups on aprohibited basis. The Board
recognizes that HMDA data alone, even with the recent
addition of pricing information, provide only limited infor-
mation about the coveredloans(footnote33Thedata,

for example, do not account for the possibility that an

institution's outreach efforts may attract a larger proportion of margin-

ally qualified applicants than other institutions attract and do not

provide a basis for an independent assessment of whether an applicant

who was denied credit was, in fact, creditworthy. In addition, credit
history problems, excessive debt levels relative to income, and high
loan amounts relative to the value of the real estate collateral (reasons
most frequently cited for a credit denial or higher credit cost) are not
availablefromHMDAdataendfootnote)HMDAdata, therefore,
have limitations that make them an inadequate basis, absent
other information, for concluding that an institution has
engaged in illegal lending discrimination.
The Board is nevertheless concerned when HMDA data
for an institution indicate disparities in lending and believes



that all banks are obligated to ensure that their lending
practices are based on criteria that ensure not only safe-and-
sound lending but also equal access to credit by creditwor-
thy applicants regardless of their race. Because of the
limitations of HMDA data, the Board has considered these
data carefully and taken into account other information,
ineluding exarination reperts that provide on-site evalua-
tions of complianee by Severeign Bank and lndependence
Bank with fair lending laws. In the fair lending reviews that
were eondueted iR eenjunetion with the mest reeent CRA
perfermanee evaluatiens of Severeign Bank and Indepen-
denee Bank, examiners neted A8 substantive vislatiens ef
applicable fair lending laws. The Beard has alse forwarded
the comments to, and eonsulted with, the OTS and the
FBIE abaut ihe fair-lending and eonsumer-protectien com:
plianee recards of Sqvereighn Bank and independanee Bank
fespectively:

The record also indicates that Sovereign has taken steps
to ensure compliance with fair lending and other consumer
protection laws. Santander represented that Sovereigm's
consumer and mortgage lending units have second-review
policies for loan applications that would otherwise be
denied, and that Sovereign's compliance tralning program
features online programs, including proficiency testing, and
serninars taught by compliance staff er trade assoeiatien
employees. Santander has represenied that Severeign in-
tends to implement its consumer compliance program at
Independenee Bank after coRsummation of the propesal:

The Board also has considered the HMDA data in light
of other information, including the CRA performance
records of Sovereign Bank and Independence Bank. These
established efforts and records demonstrate that Sovereign
and Independence are active in helping to meet the credit
needs of their entire communities.

PURICC BERNEHITS

As part of its evaluation of the public interest factors under
section 4 of the BHC Act, the Board also has reviewed
carefully the public benefits and possible adverse effects of
the proposal. The record indicates that consummation of
the proposal would result in benefits to consumers and
businesses currently served by Sovereign. They would be
able to draw on Santander's global experience in retail
banking and experience with Spanish-speaking custemers,
particularly as Severeign expands in New Yerk City, whieh
has a large and inereasing Hispanie pepulation. 1n additien,
it is expeeted that Santander’s teshnelegical expertise will
enhanee Severeign’s ability 8 deliver existing and Aew
banking preduets.

Based on all the facts of record, the Board concludes that
consummation of the proposal can reasonably be expected
to produce public benefits that would outweigh any likely
adverse effects. Accordingly, the Board has determined that
the balance of the public benefits under section 4(j)(2) of
the BHE Act is consistent with approval.

CONGLUBISION

Based on the foregoing and all the facts of record, the
Board has determined that the notice should be, and hereby
is,apppoved{foothotedfhing its conclusion, the Board has
dong gammantaesiegussieddhatthedBoardoteeeors that
ﬂublkqbﬁasang consider under the BHC Act  The Board’s
o mseting ogthe mrapesabnlitgBeards regriptionse by
959\’?}936{05@(1 Sovereign with the conditions imposed in
hearingundan saction Aok dheBHGAE If eeBRrd in
%?B%EQQOEW%Q&: notice. The Board’s approval also is
maferakfachihatcapnakRa teselvesin sAMegthahion Y.
M@ﬁﬁggl&&g% sections 225.7 and 225.25(¢) and to
Ao BRlad)aHAde R s sules, the Baard alsaimaion or
f&fﬁrﬁ'ﬁgﬁgp@he activities of the bank holding company
QP Iﬂl? B‘f'mkc éﬁ‘@&ﬂﬁ&i@E Q@Nﬂ@%}@ finds necessary to
@H&l{@ay&%ﬂfiéd@@e&!ﬁﬂ,%nd to prevent evasion of, the
HEG S BP%é@H@AéPQﬁBRH@%
?ﬁ@m‘?&é&%&}‘:&!ﬁ&ﬁg%}@ﬂ}p&@s Bpane ®ion, these
@%fﬂ@[ﬁda?ﬁf‘?ctﬂ”}fﬁtmen_ts are deemed to be conditions
fﬂﬁ)@@éﬁ@ﬁ%ﬁﬂ@%ﬂ%‘@u% & albthction with its
fﬂﬁfﬁl g Egﬁpﬁgcimcﬁli@herein apd, as such, may be enforced
ﬁogr Fsaiews theRomppentasis had. ample QRRORUAIYLA
SYPMBH consummated later than three months after the
cammenis.an sherpsonesal andsinsfagt submittedkended
WHUBREUMBENS the Board or by the Federal Reserve
hiiths Rasc s conslgaret et elBainguthority.

oniReRERPOEINd Moard of Governors, effective May 25,
semdests fail to identify disputed issues of fact that

are material to the
Bdards tecisiorrtieat Woitdapelskarifiediipy @overnors Bies,
BHB?IM@EM]@land Kroszner.
hearing. Moreover, the
commenter's' requests fail
demonstrate why
their written comments do not
present their views adequately or
why a
meeting or hearing otherwise
would be necessary or
appropriate. For
these reasons, and based on all the
facts of record, the Board has
determined that a public hearing or
meeting is not required or
warranted in this case. Accordingly,
the requests for a public hearing
or meeting on the proposal are
denied end footnote)

In reaching its conclusion, the Board has
considered all the facts of record in light

of the factors that

ROBERT DEV. FRIERSON
Egepuly Secretary of the Board

it is required to consider under the BHC
Act(footnote 35

A commenter expressed concern

about the expansion of foreign

banks in the United States.

The Board notes that the

International

Banking Act of 1978

(12 U.S.C. §3101 et seq.)

and the BHC Act

provide the general legal

B e e e e e e
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OrDERS [SSUED UNWDER SECTIONS 3 AND
4 oF THE BANK HolpiNg CoMPANY ACT

M&HP Commupityy Bancshaaess, Inc., 40L(k)

Emplhyeee Stock Ownershipp Plan
Newperty, Akfansas

Order Approving the Formation of a Bank
Holding Company and Determination on a
Financial Holding Company Election

M&P Community Bancshares, Inc., 401(k) Employee
Stock Ownership Plan (“Applicant™) has requested the
Board's approval under section 3 of the Bank Holding

Company Act (“"BHCAAt!)(foainbéebidb).5.6Ali842endiiogtnote

company by acquiring an additi¢hddecempetcbankohalding
60DPHY i aany isinhavadditionated. 63 MG donauioial
Dfagbshdreercent. of WEVPBIIENayesNEWASE, Qommaurity
Bantisfateinpisy wildi& thBid&iningNetperB HT Alganeial
holeigaico mpany | wit et measinplehtie Btk Achviasd
BasRAyireNeanpel, ot Merchasts &Ripnerk Badiad” MR
BeatkT)s BNGINPO! HcBRE SEIeRSS, ATEBVA HakfaStalBpIRAMHS
A1 bk Bask "an Heb&iIPTiH I8e cHneé Arkanaasiaf PRiGaY
absmpaasy flads@ihelestiqRionbaeomsr andimmel Awlding
§8@Rﬁﬂ229%§‘@f‘thé%é%?ﬂ%‘R%Qﬂl@tﬁoﬁ“t{ BHC Act and
seqtigRce2aBeher
t?tﬂl)ttyl%cp 5 &2(hhend foptnetedn published (71
FRELiShS 9@@2@@)6?)ff‘?ff@ RGO FReRiEA R AARR AT
999%&?%}1 A SRR o AR 680 USRS 04
Fideral BRAIAT 933 LRAFM 1117 UMALGLAIURg s“e? %ﬂ%”ﬁi
basEpied: (aRgitie-Bard has considered the application
andy iﬂnﬁ%}t@e%s iegeivAthIB RNt ofthe factasshifortin
EeHP 9IRS i

BoAr e RegMlRtiRRYLIRRINgE20RY - SiE

COMPREIMUEVE C (RONEIBRRATIONS

Section 3 of the BHC Act prohibits the Board from
approving a proposal that would result in a monopoly or
would be in furtherance of an attempt to monopolize the
business of banking in any relevant banking market. The
BHC Act also prohibits the Board from approving a bank
acquisition that would substantially lessen competition in
any relevant banking rnarket, unless the anticompetitive
effects of the proposal are clearly outweighed in the public
interest by the probable effect of the proposal in meeting
the convenience and needs of the commmunity to be served
Applicant ddestnese EclddnilG. EISH3(C)ih)erstfaninets)
inshRilAMndase PRIpGHATARHNICABH Bds1ARYn dePesiany
insHtet ausapd3INe PIBRGsal oMoMId tRETIERIS b dEo RXPEiRe
Boar @l MERIBHEat BasrtAmAlsf fardHRIpERsdoting
ﬁ&@ﬁ%\f@Q@iﬁﬁﬁéﬁﬁtl&%@ﬂ%ﬁ?&%ﬂ%%ﬁ@ﬁ%ﬁ!nWﬂltJH
R RR-ertamidicap % QdHaISEseITEChop GeMPSHIIAEIRR
HiSrIcancRBEGHRAZI9T BESOUTERS all RN YalpdeyR b BARKIRG
Bk n ARt Ne P SEA c%nﬁutfﬁ@ef%gﬁs?&e%‘fﬂfﬂs fhe
Bogrdibas \g&qeq%}%d,atﬁat competitive considerations are
consistent with approval.
FINVACAAL, MEANGERIRIAL, AND SSBPRWIKORY
CONSSHRRRADNINS

Section 3 of the BHC Act requires the Board to consider the
financiail and managerial resources and future prospects of
the companies and depository institutions involved in the
proposal and certain other supervisory factors. The Board
has considered these factors in light of all the facts of
record, including confidential reports of examination, other
supervisory information frem the primary federal and state
banking supervisors of the organizations involved, finan-
eial and ether infermatien provided by Applicant, and
public comment on thensapasai(footnote?

fer section 4975(6)(7) of the Inter-
yn RBUGA ol CIOVREL A e e TR e I R A

r"), allggad; H&Sﬁﬂaﬁ%m@%hﬁmﬁgl@&ﬂt

%q‘f%%ﬁéﬁt% tff}‘%‘?‘?é?é‘i%%%g&%%g%%et i e
otndte) Applicant has an un r es“%@ﬁptﬂ?yvﬁtlﬂaﬂ@@tﬁfstg‘rP BHG stk cannastion wit
truiﬁ&@ﬁt sto Glyransaptians.invp IMi9g: the cermpany sumaRagement offi

a\%%ﬁd SEuPEA-p {fdgﬂgde TRlgyess of;

%g&gw&anﬁion is the%gt%

" My sl ?a i
{p)]t IP{SUS%% nsthprbgn nehe h(liba[g e R rroxlmata

on ?00 I’IOI%84 era

arges

and jnyests in mePEﬁ%?“;c'alS apfhastiled ashatehelder derivative st volying 1hess
epOsitory ofgani-g|legations in an Arkansas court agarnst M&P BHC S board of

ansas?)c Olclcl)rrlt 011%%05 dts of %) {)leat‘):(l?irect _Man 5 5
duty in the pendrng Iawsmt and the matter is currently under

I}§eview in the appropriate legal forum. The Board does not have

lng SubS lﬂamhorlty to resolve this dispute. See Western Bancshares, Inc. v. Board

State deposit data are as of June 30, 2005, and ranking dfa@ANRENOrS, 480 F.2d 749 (10th Cir. 1973). Moreover, action on this
mergers consummated before April 26, 2006. In this context, FiGR@gR! would not interfere with the court's ability to resolve the
depository institutions include commercial banks, savings banks, and Pending litigation end footnote)

savingsassociationsendfootnote) M&PBHC

operates two subsidiary deposi-
tory institutions with branches only in Arkansas, M&P Bank
and GFLS Bank, and several nonbanking subsidiaries

In evaluating financial factors in BHC Act proposals
involving an ESOP, the Board reviews the financial condi-
tion of the ESOP as well as the related bank holding
company and its subsidiaries. The Board considers a vari-

(footnote 5 Applicant proposes to acquire indirectly the sharesé¥ ik measures in this evaluation, including the financial
nonbanking subsidiaries of M&P BHC in accordance with sectibliggtigns and cash flow of the ESOP, and the capital
of the BHC Act and the post-transaction notice procedures

in section 225.87 of Regulation Y (12 U.S.C. § 1843(k); 12 CFR 225.87)end footnote)



adequacy, asset quality, and earnings performance of the
banking organization. In assessing financiall factors, the
Board has considered capital adequacy to be especially
important. The Board also evaluates the fiinanciall effects of
the proposed transaction on the condition of the organiza-
tion, including the organization’s capital position, earnings
prospects, and the impaet of the proposed funding of the
transaction. M&P BHC and each of its subsidiary deposi-
tory institutions are well eapitalized and weuld remain se
en eensumimation of the propesal. Based en its review ef
the reeerd, the Beard finds that Applieant has sufficient
finaneiall reseurees te effest the prepesal and that the
financiall reseurees of M&P BHE and its subsidiaries weuld
net e adversely affesied By the prepesal: The propssed
fransaction is stryctured as & cash purehase.

The Board also has considered the managerial re-
sources of the organizations involved. The Board has
reviewed the examination records of M&P BHC and its
subsidiary depository institutions, including assessments
of their managerment, risk-management systems, and op-
erations. The Board netes that the three trustees of Appli-
cant's underlying trust are outside directors of M&P
BHC. In addition, the Board has considered its supervi-
sory experiences and these of the other relevant banking
sHpervisery ageneies with the erganizatien and its reeerd
of eomplianee with applieable Banking law. M&P BHC
and its subsidiary depesitory instittions are eonsidered o
Be well managed:

Based on all the facts of record, the Board has concluded
that considerations relating to the fiinancial and managerial
resources and future prospects of Applicant and the institu-
tions involved are consistent with approval, as are the other
supervisory factors under the BHCAt(footnoted

Commenter expressed concern about the managerial resources of

945525&?2&%?&?’%&? é&éﬁ&ﬁéﬁi’@”@@%ﬁﬂ#&@’(éﬁ&
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Board for prior approva er as consi

ered this allegation in the context of all the facts of record regarding
the managermenineiithy| &ptdSkiCparthiidons the\ievugeinh fFesnation
provided bmhmmmv%@mlﬁpn@ﬁm%ml lepd digndidherdisy
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convenience and needs of the communities to be served and
take into account the records of the relevant insured
depository institutions under the Comrunity Reinvestment
Act("CRRATH0 0tV 1 BASKE . SVRATetBEIC’s lead bank,
ieteElsig4e) ) edfotnotepVt &RBankt i &BstBEGst
(CRelvpdrtrrioveied| evsdtisfanidsy tiiatifD I, itss o0 SO eshst
ORA. eHDABAGR awduaiteivhy dhesklGetasyof fgtebar
20QRo S rb&IBATR Alperfeceived coe vadiiaiaet oy tha iyl @t
its smogh seeeO0BA performance evaluation by the FDIC,
as PhAUBLSER00% carefully considered all the facts of
recbit®, BeaneliRas repisifiyl v cenaideradionl] dherhtactRH
feeerds dPehingtidARIRLS ikl o¥amNaioRf@nthe sefRA
£asergsiafpafnsHiuBassdime R diae d£asfisensial ey ngfe
WsaR boeematonniasad esnallidheifarisrofhieeord the
BAREnRING kP ntials Hieafonsiderations eatingvda Jhe
ARI\ERIANGRAHFRASES RICHIRISUPIIYIAOLR SRIYSSiBRY
Hh8tifROn R RO EBARBSE R GRS aPpibearelevant dePOS”OW

institutions are consistent with approval.
FINANCAL HOIIINSG COMPRRANY D PECARMITION

As noted, Applicant has also filed with the Board an
election to become a fiimancial holding company pursuant
to section 4(I) of the BHC Act and section 225.82 of
Regulation Y. Applicant has certified that all depository
institutions controlled by M&P BHC are well capitalized
and well managed and will remain so on consummation
of the propesal. Applicant has alse provided all the infer-
hation reguested under Regulation Y.

The Board has reviewed the examination rating re-
ceived by each insured depository institution controlled
by M&P BHC under the CRA and other relevant exami-
nations and information. Based on all the facts of record,
the Board has determined that the election to become a
financigll holding company will become effective on Ap-
plicant's consummation of the propesed share acquisition.

CONGLUBISION

Based on the foregoing and all facts of record, the Board
has determined that the application should be, and hereby
is, approved. In reaching its conclusion, the Board has
considered all the facts of record in light of the factors
that it is required to consider under the BHC Act and
other applicable statutes. The Board's approval is specifi-
cally conditioned on compliance by Applicant with the
conditions imposed in this order and the commitments
fhade te the Board in cennection with the application. For
purposes of this actien, the conditions and eommitments
are deerned te be conditiens impesed iR writing By the
Beard in eonneetion with iis findings and deeision herein
and, as sueh, may Be enfereed in proeeedings wAder
applieable law.

The proposed transaction may not be consummated
before the 15th calendar day after the effective date of

¥d englf@(ﬁmﬂ@)or later than three months after the effective

date of this order, unless such period is extended for good

lead bank,



cause by the Board or the Federal Reserve Bank of St. Voting for this action: Chairman Bernanke and Governors Olson,
Louis, acting pursuant to delegated authority. Kohn, Warsh, and Kroszner. Absent and not voting: Governor Bies.

By order of the Board of Governors, effective May 23, ROBERT DEVY. ERIERSON
2006. Deputyy Secretaryy of the Board



