BRANCH APPLICATIONS

OVERVIEW

Bank branching in North Carolina has been permissible since the first bank charters were granted by
the State Legislature early in the 19th century. The Bank of Cape Fear, in Wilmington, was the first
North Carolina bank to exercise this authority, establishing a branch in Fayetteville in 1804.

In 1814, the Legislature specifically empowered directors of banks to establish “branches or
agencies” at any location they saw fit.

Both state chartered and, since passage by Congress of the McFadden Act in 1927, National banks,
take their branching authority from state law.

NCGS 53C-6-15 provides specific statutory authority for bank branching in North Carolina.
Nationwide interstate bank branching is permitted on a reciprocal basis by Article 17B of Chapter 53
of the General Statutes, and is applied in tandem with NCGS 53C-6-15.

A branch is defined by NCGS 53C-1-4 as “An office of any bank or a depository institution
organized under the banking laws of the United States, another state, or another sovereign nation,
other than that depository institution’s principal office, in which deposits are received. A branch
may also engage in any of the functions or services authorized to be engaged in by the bank of which
itisabranch.” A bank or any of its branches may operate on such days and during such hours, and
may observe such holidays, as the bank’s board of directors shall designate pursuant to NCGS 53C-
6-19(a).

BRANCH APPLICATIONS

Three types of branch application are processed by this agency, the application to establish a
branch, application to relocate a branch, and application to close or consolidate a branch.

Branches may be intrastate or interstate, the former being governed by NCGS 53C-6-15 and the
latter being governed by both NCGS 53C-6-15 and Article 17B of the General Statutes.

New branch applications

A bank may establish a branch either by starting a completely new branch (“de novo’), or by
purchasing the assets and liabilities of the existing branch of another depository institution (purchase
and assumption, or “P&A”). A de novo branch establishes an entirely new branch “franchise,”
while a P&A merely transfers an existing franchise to a different bank. In a situation where a bank
buys the building used as a branch by another depository institution, but does not acquire its
deposits, the acquiring bank must file a de novo branch application. Where a bank acquires only the
loans and/or deposits of the existing branch of another depository institution, but services those loans
out of its own existing branch, no branch application is required to be filed with the Commissioner.
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Under the provisions of NCGS 53C-6-15, a State bank must obtain prior approval of the
Commissioner of Banks to establish a branch.

In deciding whether to approve a branch application, the Commissioner shall take into account such
factors as the financial condition and history of the applicant; the adequacy of its capital; the
applicant’s future earnings prospects; the character, competency, and experience of its management;
the probable impact of the branch on the condition of the applicant bank and existing depository
institutions in the community to be served; and the convenience and needs of the community the
proposed branch is to serve.

The first step in establishing a branch is submission of a branch application to the Commissioner of
Banks, together with supporting materials. Management of banks in operation less than three years,
or banks under supervisory enforcement actions or otherwise presenting supervisory concerns,
should contact a representative of the Commissioner of Banks to discuss the branch proposal, and
the prospects and possible conditions for regulatory approval of an application.

A branch application should be submitted to the bank’s federal regulator at the same time as
application is made to the Commissioner of Banks. In the case of state nonmember banks, the
application goes to the FDIC, and in the case of Fed member banks, to the appropriate Federal
Reserve Bank. While the Commissioner of Banks, FDIC and FRB share information and cooperate
in processing such applications, obtaining FDIC or FRB approval is the applicant bank’s
responsibility. The Commissioner’s approval is always conditioned upon the applicant bank
obtaining prior approval of all other supervisory authorities having jurisdiction in the matter.

All correspondence with the Commissioner of Banks with respect to an application should be copied
by applicant to the FDIC or FRB, and vice versa.

An applicant must publish notice of the filing of a branch application in a format prescribed by the
Commissioner of Banks in a newspaper published in the city, town or county in which the branch is
to be located. (See “Publication format” below). This notice describes the location of the
proposed branch, and solicits public comment to the Commissioner for a 14-day comment period.
Any interested party may respond to the notice with written comments during the comment period.
No decision on the application can be made by the Commissioner until expiration of the 14-day
period.

Form of application

Branch applications have been greatly simplified over the past several years, and in most instances
require the applicant bank to provide only minimal information. However, the statutory
requirements for approval must still be satisfied by the applicant bank and determined by the
Commissioner of Banks. The Commissioner of Banks will accept any of several different
application forms. The most commonly used form is the FDIC Connect electronic branch
application, used for de novo branch establishment. State nonmember banks should contact their
FDIC case manager to discuss this system. By filing this application electronically with the FDIC, a
copy is automatically provided electronically to the Office of the Commissioner of Banks.
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The Commissioner will also accept a letter application in which the applicant bank gives notice of
the intent to establish a branch and provides the street address (or orientation by distance and
direction from an intersection, if no street address has been assigned to the location), the name they
intend to use for the branch, a brief description of the Primary Service Area (“PSA”) the branch will
serve, whether the branch will be in quarters leased or owned, and information about their notice of
branch filing publication. If the branch notice has already been published and the applicant bank has
obtained the tear sheet and affidavit of publication, these should be provided with the application. If
the tear sheet and affidavit of publication are not submitted with the application, they should be
obtained from the newspaper and forwarded to the Commissioner as soon as possible.

If a branch is to be established by P&A, both the FDIC and FRB require filing of a bank merger
application. In order to avoid requiring banks to prepare and submit two different application forms
for the same transaction, the Commissioner requires the applicant bank to submit a conformed
(signed) copy of the same merger application filed with the FDIC or FRB. Otherwise, the
processing considerations, publication requirements and comment period are the same as for de novo
branch applications.

Branch facilities

Banks should avoid making irrevocable commitments for the purchase or lease of land and buildings
for branches until such time as branch approval has been obtained. While a permanent site must be
identified for an application to be considered and approved, a commitment letter from the owner or
lessor of the property will suffice for branch application purposes. Any offer to purchase or lease
should be conditioned upon the applicant bank obtaining regulatory approvals within a reasonable
period of time.

In 2007, the Commissioner elected to rescind the long-standing prohibition against mobile
branching, often referred to as “bookmobile branches.” Applications for such branches will need to
provide the Commissioner with information regarding the geographic market the mobile branch will
serve, whether the vehicle will make regularly scheduled stops at designated locations on a
prescribed route, or will serve multiple markets by making periodic visits to designated locations
within those markets. As with any other branch applications, the Applicant bank will need to apply
to their federal regulator, either the FRB for Fed member banks, or the FDIC for nonmember banks.
The Applicant bank must also be aware of and comply with FDIC requirements pertaining to
minimum security provisions for mobile branch facilities. See Part 326 of the FDIC Rules and
Regulations.

Temporary branch locations

In some circumstances, a bank may find it desirable to apply for a branch using temporary quarters.
Often this is because the permanent quarters are under construction or renovation and will not be
ready for occupancy as early as management wishes. Provided the bank has identified and obtained
a commitment to purchase or lease the permanent quarters, and further provided that a suitable
facility can be obtained near the planned permanent quarters, the bank may apply for authority to
establish a branch at the permanent site, and for authority to operate that branch in temporary
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quarters pending readiness of the permanent quarters for occupancy, in the same application.

In such cases, the public notice for the branch application must identify both the permanent location
and the temporary location by street address or orientation to an intersection or landmark.

Temporary quarters may only be applied for in connection with identified permanent quarters. In
other words, a bank may not apply to operate in temporary quarters pending the future identification
of suitable quarters for a permanent site. Where the applicant bank considers it important to
establish a branch in a particular market, but has been unable to find an optimal permanent site, the
appropriate solution may be to apply for a “compromise” site in which to establish the branch until
more suitable facilities can be identified. In such a case, the bank should apply for the “temporary”
site as though it will be permanent, and later apply for authority to relocate the branch when a
desirable permanent location is found. (Refer to “Branch Relocation Applications” subsection
below.)

Interstate branch applications

Effective July 21, 2010, under Section 613 of the Dodd-Frank Wall Street Reform and Consumer
Protection Act (“Dodd-Frank Act”) the Federal Deposit Insurance Act (“FDIA”) and the National
Bank Act (“NBA”) were amended to remove the “opt-in” concept for interstate branching
established by the Riegle-Neal Interstate Banking and Efficiency Act of 1994 (“Riegle-Neal”).

The FDIC, the Federal Reserve and the OCC now have authority to approve applications by state
non-member banks, state member banks, and national banks, respectively, to establish de novo
branches in states other than the bank’s home state if the law of the state in which the branch is
located, or is to be located, would permit establishment of the branch, if the bank were a state bank
chartered by such state. There have been a few interpretive issues over language of Section 613, but
most states have taken the view that Section 613 of the Dodd-Frank Act authorized de novo
interstate branching for both state- and federally-chartered depository institutions and indicates that
host state authorization for interstate de novo branching is no longer required under the FDIA or the
NBA.

North Carolina State-chartered banks may establish de novo branches in other states. The processing
of such applications is the same as for intrastate branch establishment, except that the North Carolina
bank must also provide the host state banking authority a copy of the application they file with their
Federal regulator at the same time they file with that Federal regulator. Conversely, state banks from
other states may branch into North Carolina.

Out of state banks should (1) file a branch application with their home state regulator, (2) provide the
North Carolina Commissioner of Banks with a copy of the application they file with their federal
regulator, (3) comply with the provisions of Article 15 of the North Carolina Business Corporation
Act (register with Secretary of State), and provide the North Carolina Commissioner of Banks with
written affirmation that, so long as they maintain a branch in North Carolina, they will comply with
all applicable North Carolina laws.

Application fees There is no filing fee for a branch application.
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Application processing

Processing of the application consists of a review of the application and supporting documentation
for completeness and accuracy. However, new banks or banks presenting financial, managerial or
other unusual risks known to the Commissioner of Banks may be required to provide additional
information in support of the basic application.

All applications will be viewed in light of the applicant bank’s overall condition, as determined
through periodic reports of examination, offsite analysis, and other information available to the
Commissioner, together with any additional information required in support of the specific
application. The impact of the proposed branch on the overall financial and operational condition of
the bank is assessed, with particular emphasis given to the adequacy of the bank’s capital to support
both present growth rates and the added growth resulting from the branch, as well as to absorb
expected operating losses from the early years of operation of the branch. The ability and depth of
management, the bank’s compliance with state and federal banking law and regulations, and the
reasonableness of projections as to deposit growth and earnings performance of the branch (if
required), are also considered.

Economic, demographic and competitive characteristics of the proposed branch’s PSA are important
considerations, as they bear directly upon the statutory requirements as to probable volume of
business of both the proposed branch and existing banks in the PSA and the public need and
convenience. The probable impact of the branch on existing state banks in the proposed branch’s
PSA is considered, and in a case where the additional competition from a new branch entrant in a
market may endanger the solvency of an existing State bank, the Commissioner has discretionary
authority to deny the new branch application.

Branch application denials

Applications for branches will generally not be approved for banks considered by the Commissioner
of Banks to have insufficient capital or other significant financial difficulties, major operational
deficiencies, inadequate management, pending or unresolved regulatory enforcement actions, or
other material problems considered sufficiently serious to warrant denial. Where the Commissioner
considers such action appropriate, conditions of approval may be imposed. For example, approval of
a branch may be conditioned upon increasing capital to a level acceptable to the Commissioner.

If, in the opinion of the Commissioner of Banks, there is insufficient business volume in a proposed
branch’s PSA to provide reasonable assurance of the branch’s attaining profitable operation in a
reasonable period of time, or if establishment of the proposed branch is considered likely to impair
the solvency of an existing bank, such as a new or financially troubled bank, the application may be
denied.

Decisions on branch applications
Upon completion of processing, the Commissioner of Banks will prepare an order approving or

denying the application. A copy of the order will be furnished to the applicant bank, to the bank’s
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federal regulator and, in the case of branches outside the State of North Carolina, to the state
regulator of the host state.

After receipt of approval by the Commissioner and by the FDIC or FRB, applicant bank has one year
in which to open the branch. This period may be extended by the Commissioner of Banks for cause,
provided prior written approval for the extension is obtained.

Prior to the proposed opening date, applicant must provide written notification of the date of opening
to the Commissioner and the appropriate Federal supervisory authority, so their respective databases
may be brought current and branch certificates issued. The letter to the Commissioner should also
certify that any contingencies or conditions of approval have been satisfied.

Timing

Under normal circumstances, the Commissioner of Banks will process and decide upon a branch
application within 14 days of receipt, provided the 14-day comment period provided with the public
notice has expired. However, delays may result from incomplete applications, failure to properly
publish notice of filing of the application or promptly furnish the tear sheet and affidavit of
publication, material errors in preparation of the application or supporting materials, failure by the
applicant to provide additional information requested by the Commissioner on a timely basis, or
substantive changes in the application subsequent to filing, such as location changes. FDIC approval
may be delayed for the above reasons, as well as delays in obtaining clearance from the State
Historical Preservation Office. Clearance from the State Historical Preservation Office is the
applicant bank’s responsibility.

Limited review procedures

As previously discussed, branch application forms and procedures have been greatly simplified and
streamlined in recent years, largely as a result of improvements in reporting, communications and
offsite analytical tools. A branch application from a profitable, well-capitalized bank in operation
more than three years, in satisfactory condition and not believed to present any extraordinary
supervisory concerns, will be processed and approved with only a limited review to assure
compliance with legal requirements.

However, the Commissioner continues to be responsible for determining that applications satisfy
safety and soundness and other statutory requirements. The examiner processing a branch
application is responsible for determining whether the applicant bank’s condition, trends, or other
circumstances require a more comprehensive review of the application. On the basis of such a
determination, any or all of the comprehensive review procedures listed below may be applied to
processing the application, in the discretion of the Commissioner’s staff.

Publication format
The “Notice of Branch Opening” is to be published one time in a newspaper of general circulation in

the community in which the branch is to be located. A weekly newspaper may be used where no
daily paper is published, provided it is generally circulated in that community.
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Publication may be done not more than 30 days before nor less than 10 days after filing of the
application, as the comment period will commence the date the ad notice is published. If advance
publication is done, the tear sheet and affidavit of publication may be submitted with the application.
Otherwise, it may be submitted subsequent to filing. No branch application may be approved until
publication of notice and expiration of the comment period.

If temporary quarters are to be used, the public notice must include reference to this fact, and provide
the physical address of both the temporary quarters and permanent quarters.

The following format should be used to publish notice of filing of an application:
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Notice of Branch Opening

An application has been filed by (@D) : 2__, 3 County, North Carolina, for
authority to establishabranchat _ (4)__ ,  (5)__,  (6) __ County,  (7)__,tobeknown
as the (8) Branch, to be processed in accordance with G.S. 53C-6-15.

The public is invited to submit written comments on this application to the Commissioner of Banks,
4309 Mail Service Center, Raleigh, North Carolina 27699-4309. The comment period for this
application will end 14 days from the date of this publication. The Commissioner of Banks will
consider written comments received within the comment period.

Commissioner of Banks

(1) Name of applicant bank.

(2) City in which applicant’s Principal Office is located.

(3) County in which applicant’s Principal Office is located.

(4) Physical address of proposed branch, or orientation by distance and direction from an
intersection or other major, readily recognizable landmark, where no street address has been
assigned, such as “at the southwest quadrant of the intersection of Main Street and Maple Avenue.”
(5) Name of city or town in which branch is to be located.

(6) Name of county in which branch is to be located.

(7) Name of state in which branch is to be located. Note: If the state is not North Carolina, the last
line of the first paragraph, after the name of the proposed branch, should be “to be processed in
accordance with G.S. 53C-6-15 and Article 17B of the General Statutes.

(8) Name by which applicant bank wants the proposed branch to be known.

Branch relocation applications

A bank may relocate its Principal Office or one or more of its branches, subject to prior approval of
the Commissioner of Banks, in accordance with the provisions of NCGS 53C-6-16. A branch
relocation is any change of the physical location of a branch from one site to another. A Principal
Office relocation may include either a physical change of location of the existing Principal Office, or
aredesignation of another site, typically a branch, as the bank’s Principal Office. A Principal Office
may relocate within its existing community, or under certain circumstances, may relocate to another
community. If a bank wishes to relocate its Principal Office to another location, but retain the
original Principal Office site as an authorized branch, an application to relocate the Principal Office,
AND to establish a branch at the former Principal Office site following the relocation, is required,
and publication requirements for both transactions must be satisfied. This can be done in a single
combined publication.
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A branch relocation is generally limited to a move within the same community, and is subject to
distance limitations based on the market the branch was established to serve. Procedures in this
manual refer to the relocation of a bank’s branches.

Branch relocations may only be effected when, in the opinion of the Commissioner, the change does
not result in a significant change on the primary service area of the branch. (The primary service
area refers to that area from which a branch derives approximately 75% of its business.) This usually
means the new location is within the “same vicinity” as the existing location. Typically, a relocation
within one mile has been presumed to satisfy this requirement. However, the Commissioner may
permit longer relocations where market conditions suggest such a relocation will not result in
material inconvenience to the banking public. For example, branch relocations within less-
congested rural areas where people are accustomed to traveling greater distances for services, may
be permitted over greater distances than in more urban markets. Relocations beyond two miles will
only rarely be approved.

If the Commissioner decides the distance of the proposed move is too great to treat as a relocation,
he may require the bank to file a closing notice for the existing branch, and a de novo branch
application for the new location.

As with the establishment of a new branch, an applicant bank should exercise caution in entering
into agreements to purchase or lease property for relocation of existing branches, and should
generally avoid commitments that are not conditioned upon obtaining necessary supervisory
approvals within a reasonable period of time.

The branch relocation application may be handled through the FDIC Connect online system, for
nonmember banks, or by letter application for Fed member banks. The Commissioner of Banks will
accept either the electronic FDIC filing or a letter filing. If a letter application is used, the letter
should clearly identify the branch by name and physical address, the reason for the relocation, the
street address or physical orientation of the new location, and the distance and direction of the new
site from the current branch location.

Relocation application fees There is no filing fee for a branch relocation application.

Decisions on branch relocation applications

Upon completion of processing, the Commissioner of Banks will prepare an order approving or
denying the application. A copy of the order will be furnished to the applicant bank, to the bank’s
federal regulator and, in the case of branches outside the State of North Carolina, to the state
regulator of the host state.

After receipt of approval by the Commissioner and by the FDIC or FRB, applicant bank has one year
in which to relocate the branch. This period may be extended by the Commissioner of Banks for
cause, provided prior written approval for the extension is obtained.

Prior to the proposed relocation date, applicant must provide written notification of the effective date
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of relocation to the Commissioner and the appropriate Federal supervisory authority, so their
respective databases may be brought current. In addition, the bank must return the branch certificate
to the Commissioner for reissuance to reflect the new address. The letter to the Commissioner
should also certify that any contingencies or conditions of approval have been satisfied.

Timing

Branch relocation applications will normally be processed within 14-days following receipt of a
satisfactory and complete application, including tear sheet and affidavit of publication, provided the
14-day comment period has expired. As with branch establishment applications, delays may result
from incorrect or incomplete applications, failure to provide additional information that might be
required, failure to properly publish notice of filing of the application or to provide the necessary tear
sheet and affidavit of publication.

Publication format

The “Notice of Branch Relocation” is to be published one time in a newspaper of general circulation
in the community in which the branch is located. A weekly newspaper may be used where no daily
paper is published, provided it is generally circulated in that community.

Publication may be done prior to filing of the application, provided it is not run too far in advance of
the actual filing, as the comment period will commence the date the ad notice is published. If
advance publication is done, the tear sheet and affidavit of publication may be submitted with the
application. Otherwise, it may be submitted subsequent to filing. No branch relocation application
may be approved until publication of notice and expiration of the comment period.

If temporary quarters are to be used, the public notice must include reference to this fact, and provide
the physical address of both the temporary quarters and permanent quarters.

The following format should be used to publish notice of filing of an application:
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Notice of Branch Relocation

An application has been filed by (1) : 2__, (3) County, North Carolina, for
authority to relocateits__ (4)___ Branch, B5)_,_ _®__, (n__County, (8__,to

®_, (@@ _, @v ,___(12)___,tobe processed in accordance with G.S. 53C-6-
16.

The public is invited to submit written comments on this application to the Commissioner of Banks,
4309 Mail Service Center, Raleigh, North Carolina 27699-4309. The comment period for this
application will end 14 days from the date of this publication. The Commissioner of Banks will
consider written comments received within the comment period.

Commissioner of Banks

(1) Name of applicant bank.

(2) City in which applicant’s Principal Office is located.
(3) County in which applicant’s Principal Office is located.
(4) Name of branch to be relocated.

(5) Current street address of branch to be relocated.

(6) Name of city or town in which branch is located.

(7) Name of county in which branch is located.

(8) Name of state in which branch is located.

(9) Street address or physical location to which the branch is to be relocated.
(10) City or town in which the branch will be relocated.
(11) County in which the branch will be relocated.

(12) State in which the branch will be relocated.

Branch closing applications

A State bank branch may be closed upon written notice to the Commissioner of Banks, as provided
in NCGS 53C-6-17. Emergency closing procedures for temporary closings are provided for in
NCGS 53C-6-19(b) and 53C-6-19(c).

Consolidation closings

A branch may be consolidated into the operation of another existing branch of the bank, provided the
branch into which the closing branch will be consolidated is within the “same vicinity” as the closing
branch. As with branch relocations, a consolidation into a branch within one mile of the closing
branch is presumed to be in the same vicinity, but longer distances may be considered on a case by
case basis, depending upon the character of the market.

If a closing is considered by the Commissioner to satisfy the conditions for a consolidation, the
consolidation is not subject to the more stringent requirements for closings, such as 90-day advance
notice to the Commissioner and to customers of the branch. However, the determination whether a
branch is eligible for consolidation treatment must be made by the Commissioner upon proper
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request by, and sufficient information from, the applicant bank. As a result, applicant banks are
advised to plan for consolidations as though they are closings, i.e., they should follow the
instructions to notify for a branch closing, including allowing sufficient time for closing notices. If
the bank believes the closing is eligible for consolidation treatment, they should request this in their
letter closing notification to the Commissioner. If the information provided in the letter or otherwise
available to the Commissioner supports a consolidation, a letter approving the consolidation,
effective upon receipt, will be promptly mailed back to the applicant bank.

Branch closings

A branch closing occurs when a bank chooses to discontinue banking operations at a branch for
other than emergency reasons, or when a bank sells a branch to another bank AND the acquiring
bank does not intend to continue to operate that branch.

This notice of closing letter must be provided to (received by) the Commissioner not less than 90
days prior to the proposed closing date.

In addition to notice to the Commissioner, the bank must (1) provide written notification to
customers of the branch not less than 90 days in advance of the proposed closing date, either as a
separate letter mailed to each customer, or in the form of a “statement stuffer” notification included
with one or more regular statements provided to each customer no less than 90 days in advance of
the proposed closing date, and (2) must conspicuously post notice of the proposed closing on the
premises of the branch to be closed not less than 30 days in advance of the proposed closing.

Please note there are no requirements to publish notice of filing of a branch closing application
beyond notification of the Commissioner, the appropriate federal regulator, and customers of the
branch to be closed.

Closing/consolidation application fees There is no filing fee for closing/consolidation applications.
Decisions

Upon receipt of a branch closing notification from an applicant bank, the Commissioner will
promptly make a determination whether the proposed closing can be treated as a consolidation. If
so, a letter will be mailed to the bank giving notice of this determination, and this approval is
effective immediately, subject to the bank obtaining all other requisite approvals.

If the branch closing does not qualify as a consolidation, the Commissioner will issue a letter
acknowledging the closing effective 90 days from receipt of the letter notification, by which the
applicant bank will be instructed to notify the Commissioner of the date the branch was closed, the
date and means by which notice was provided to customers of the branch, and the date notice was
posted on the branch premises.

Timing
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The timing of filing of branch closing applications is almost entirely a function of the 90-day
advance notice requirements to the Commissioner, the federal regulatory authorities and customers
of the branch. Even where consolidation treatment is to be requested, it is highly recommended the
bank give at least 90 days notice in case the Commissioner finds consolidation treatment is not
appropriate.

Emergency closings

Under certain circumstances, a branch may be closed for reasons considered to constitute an
emergency, pursuant to NCGS 53C-6-19(b) and 53C-6-19(c). An “emergency” is defined as “any
condition or occurrence that may interfere with a bank’s operations or poses an existing or imminent
threat to the safety or security of persons or property, or both.” The Commissioner of Banks has
permitted temporary closing of branches under this statute during reconstruction or renovation of
branches, as well as during remediation for environmental hazards, such as asbestos removal and
mold eradication.

In the event a situation exists that might qualify for such treatment, bank management should contact
the Director of Bank Applications or other appropriate staff at the Office of the Commissioner of
Banks to determine whether a temporary closing is permissible under this statute. If so, immediate
permission will be granted, provided a written request be sent to the Commissioner of Banks as soon
as possible, including the nature of the emergency, the expected duration, and where customers may
conduct their business until the branch reopens. Upon reopening the branch, the bank must give
written notice to the Commissioner. In the event a situation exists or is pending and bank
management is unable to communicate the existence or pendency of the emergency to the Office of
the Commissioner of Banks, an officer of the bank may suspend any or all of the bank’s operations
in the affected area or areas without the prior approval of the Commissioner. The bank shall give
notice of such closing to the Commissioner as soon as practicable.

Loan production offices

Loan production offices and other Non-branch bank business offices are permissible in North
Carolina, and may be established by banks domiciled in this state or in other states (“nonresident
banks”) as provided in NCGS 53C-6-18. A loan production office (“LPO”) is not a branch, provided
it operates within the framework of applicable State and federal constraints.
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Resident banks

A North Carolina bank may establish a loan production office (“LPO”) by giving prior written
notice to the Commissioner of Banks of the intent to establish the office, the street address of the
office, the name of the bank official who will be responsible for operation of the LPO, and a brief
but complete description of the functions to be carried out at the LPO. The latter is particularly
important, as it will enable the Commissioner to determine whether those functions are appropriate
for an LPO, or might require the filing of a branch application. The restrictions over permissible
LPO activities applicable to nonresident banks operating LPOs in North Carolina, detailed below,
also apply to resident banks, and there are similar federal restrictions as well. Bank management
should contact their federal supervisory authority for guidance.

Nonresident banks

Establishment of an LPO by a nonresident bank is governed by 4 NCAC 3C .1702. Permissible
activities include the solicitation of loans, assembly of credit information, property inspections and
appraisals, the completion and taking of loan applications, and the completion of paperwork
preparatory to the making of loans.

LPOs are specifically prohibited from taking or soliciting deposits, and from approving loans or
disbursing their proceeds.

To establish an LPO in North Carolina, a nonresident bank must register with the Commissioner of
Banks, and may be required to obtain a certificate of authority to do business in North Carolina from
the Secretary of State.

LPO application fees None.

APPLICATIONS SECTION

All applications not submitted electronically should be mailed to the following address:

Office of the Commissioner of Banks
4309 Mail Service Center
Raleigh, North Carolina 27699-4309
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Forms and documents not available on the Commissioner’s website may be requested by telephone
or e-mail from the following individual:

Eugene St. Andrews Jr., Director of Bank Supervision:
(919)733-1120, or estandrews@nccob.gov

Application forms are largely self-explanatory, and in most cases provide detailed instructions. In
preparing these forms, it is important that applicant carefully follow instructions and submit the
application in the specified format. All questions should be fully answered. Where a question or
schedule is not applicable, applicant should respond to that question with “Not Applicable,” and
include a reason if appropriate.

Before submission to the Commissioner of Banks, Applicant should carefully review the application
to ensure that it is complete and accurate. Failure to do so may lead to unnecessary delays in
processing and, in the case of significant errors or omissions, return to applicant and suspension of
processing pending receipt of correction.

Questions relating to FDIC application processing should be directed to the bank’s Case Manager at
the Atlanta Regional Office of the FDIC, or to the appropriate officer of the Federal Reserve Bank of
Richmond, Richmond, Virginia.
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