Instructions for Preparation of

FR Y-3

Application to the Board of Governors
of the Federal Reserve System

Who Must File This Application

An application pursuant to section 3(a)(1) of the BHC
Act is required to be filed by any United States corpora-

tion 225.24(a)(3) for application procedures to engage in
unlisted nonbanking activities.

tion, partnership, business trust, association, or any othef~0reign Organizations

trust that does not terminate within twenty-five years (or ¢ Applicant is organized under the laws of a foreign
within twenty-one years and ten months after the death .o ntry and is seeking the initial acquisition of a domes-

of individuals living on the effective date of the trust)

tic bank, Applicant must complete FR Y-1F instead of

that seeks to form a bank holding company by acquiring tpjs application form.

25 percent or more of the voting shares of one or more

banks. The FR Y-3N should be used for notifications
filed under section 3(a)(5)(c) of the BHC Act pursuant to
section 225.17 of Regulation Y, if the applicable require-
ments are met.

An application pursuant to section 3(a)(3) of the BHC
Act is required to be filed if an existing bank holding

Preparation of Application

Inquiries concerning the preparation and filing of this
application should be directed to the Reserve Bank of the
District in which the main office of Applicant’s sole or
principal subsidiary bank either will be or is currently

company seeks to expand its banking activities through 0catéd. As indicated on the cover page, an application

the acquisition of shares of an additional bank or ban
holding company, if after such acquisition the bank hold-
ing company would own more than five percent of the
voting shares of the additional bank or bank holding
company.

An application pursuant to section 3(a)(5) of the Act is
required to be filed for the merger or consolidation of
unaffiliated bank holding companies.

The FR Y-3N should be used for naotifications filed under
sections 3(a)(3) and 3(a)(5) of the BHC Act pursuant to
Section 225.14 of Regulation Y, if the applicable require-
ments are met.

Nonbanking Activities

If Applicant proposes as part of this proposal to engage,

directly or indirectly, in any nonbanking activity, it must

k may first be submitted in draft form whenever Applicant

so chooses. Applicant should contact the Reserve Bank
during preparation of the application to determine
whether an examination of the bank(s) to be acquired
will be required.

The required application is to be filed by submitting the
information requested in this form to the appropriate
Reserve Bank. Alternative formats, if used, must provide
all requested information. The application must be sub-
stantially complete and responsive to each item of infor-
mation requested (including an indication that the answer
is “not applicable” or “none” where such is the case) in
order to be considered properly filed in accordance with
the requirements of the BHC Act.

The appropriate Reserve Bank, within the established
time limitations, will review the submitted application to
determine if it is complete. If so, an acknowledgement
letter will be sent indicating the date of completion. If the

file a companion FR Y-4 application. See section 225.28 submitted application is not complete, a request for addi-

of the Board’s Regulation Y for a listing of permissible

nonbanking activities approved by regulation, and sec-
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tional information will be sent to the contact person
named in the application. Under certain circumstances,
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Instructions for Preparation

name check and financial information may be required. Company and of each subsidiary bank). The Federal
Contact the appropriate Reserve Bank for further Reserve System considers a nhumber of factors in decid-
information. ing whether to approve the application, including the

The Federal Reserve System reserves the right to requirerecord of performance of banks we own in helping to

the filing of additional statements and information. If any meet local credit needs.

information initially furnished in the application changes You are invited to submit comments on this application,
significantly during processing of the application, these in writing, to the Federal Reserve Bank of (name and
changes should be communicated promptly to the appro-address of appropriate Reserve Bank). The comment
priate Reserve Bank. period will not end before (date—must be no less than
30 days from the date of publication of the notice), and
.. . may be somewhat longer. The Federal Reserve Board’s
Publication Requirement Policy Statement regarding notice of applications may be

Pursuant to section 262.3(b)(1) of the Board’s Rules of found at 12 C.F.R. 262.25. To obtain a copy of the
Procedure, for applications filed pursuant to section Federal Reserve Board's procedures, or if you need more
3(a)(1) of the BHC Act, Applicant should publish a information about how to submit your comments on the
notice in a newspaper of general circulation in the com- application, contact the Community Affairs Officer at the
munities in which Applicant and the head office(s) of the Federal Reserve Bank of (name of the Reserve Bank,
target bank(s) are located. For applications, filed pursu-name of Community Affairs Officer, and telephone num-
ant to sections 3(a)(3) or 3(a)(5) of the BHC Act, Appli- ber). The Federal Reserve System will consider your
cant should publish a notice in a newspaper of generalcomments and any request for a hearing on the applica-
circulation in the community in which the head office of tion if they are received by the Federal Reserve Bank of
Applicant’s largest subsidiary bank is located as well as (hame of Reserve Bank) on or before the last date of the
in the community (communities) in which the head comment period.

office(s) of the target bank(s) is (are) located. The notice
should contain the name and address of Applicant and . e
the Bank or Bank Holding Company and each subsidiary Confidentiality

bank, the subject matter of the application, and an invita- Under the provisions of the Freedom of Information Act
tion to the public to give written comments upon the (5 U.S.C. 552), the application is a public document and
application to the appropriate Reserve Bank no later thanavailable to the public upon request.

thirty calendar days after the date of publication of the
notice. The newspaper notice must be published no more . ! ) . . .
than 15 calendar days before and no later than 7 caIendaPIal or financial |r}format|on .V\.IOUId I|k_e_ly result in SUb.'
days after the date that the application is filed with the stant_la_l h_arm to Its competitive position or that of its
appropriate Reserve Bank. On written request by the subsidiaries, or that dlsclosu_re of information of a per-
Applicant, the Reserve Bank may publish notice of pro- sonal nature would result in a clearly unwarranted

posals in théd=ederal Registeno more than 15 calendar invasipn oF pgrsonal privacy, confidential_treatment of
days before the application is filed such information may be requested. This request for

confidential treatment must be submitted in writing con-

If Applicant is of the opinion that disclosure of commer-

Following is a sample notice: currently with the submission of the application, and
must discuss in detail the justification for confidential

Notice of Application treatment. Such justification must be provided for each

(Bank Holding Company Formation response for which confidential treatment in the public

or portion of the application is requested. Applicant’s rea-

Bank or Bank Holding Company Acquisition) sons for requesting confidentiality should demonstrate
(Name and Address of Applicant) specifically the harm that would result from public

release of the information. A statement simply indicating
intends to apply to the Federal Reserve System for that the information would result in competitive harm or
permission to acquire_____  percent of (name and that it is personal in nature is not sufficient. (A claim that
address of Bank) (name and address of Bank Holdingdisclosure would violate the law or policy of a foreign
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Instructions for Preparation

country is not, in and of itself, sufficient to exempt
information from disclosure. It must be demonstrated
that disclosure would meet either the “substantial com-
petitive harm” or “unwarranted invasion of personal
privacy” tests.)

Information for which confidential treatment is requested
should be: (1) specifically identified in the public portion

of the application (by reference to the confidential sec-
tion); (2) separately bound; and (3) labeled “Confiden-
tial.” Applicant should follow this same procedure on

confidentiality with regard to filing any supplemental

information to the application.

The Board will determine whether information submitted
as confidential will be so regarded, and will advise
Applicant of any decision to make available to the public
information labeled “Confidential.” However, it shall be
understood that, without prior notice to Applicant, the
Board may disclose or comment on any of the contents
of the application in the Order or Statement issued by the
Board in connection with its decision on the application.
The Board's staff normally will apprise Applicant in the
course of the applications process that such information
may need to be disclosed in connection with the Board’s
action on the application.

Preliminary Charter Approval

If a proposed new operating bank is involved, Applicant
should have received at least preliminary approval of the
charter before filing this application.

Supporting Information

Please note that the Federal Reserve System specifically

reserves the right to require the filing of additional state-
ments and information. The formal questions in the
application are not intended to limit Applicant’s presen-

tation. Applicant bears the full burden for presenting and
documenting a case to meet the statutory criteria for
approval. Supporting information for any or all factors,

setting forth the basis for Applicant’'s judgment, may

accompany the application.

Compliance

The Board expects Applicant to comply with all repre-
sentations and commitments made in this application.
Applicant should immediately contact the Reserve Bank
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if there is any change in the structure of the proposal
prior to consummation.

Requested Information

Proposed Transaction

1. Provide the following with respect to the Bank/Bank
Holding Company to be acquired:

Total number of shares of each class of stock
outstanding;

a.

. Number of shares of each class now owned or
under option by Applicant, by subsidiaries of
Applicant, by principals of Applicant,by trust-
ees for the benefit of Applicant, its subsidiaries,
shareholders, and employees as a class, or by an
escrow arrangement instituted by Applicant;

. Number of shares of each class to be acquired by
cash purchase, the amount to be paid, per share
and in total, and the source of funds to be applied
to the purchase;

. Number of shares of each class to be acquired by
exchange of stock, the exchange ratio, and the
number and description of each class of Appli-
cant’s shares to be exchanged;

. Copy of any existing or proposed contract or
agreement that in any manner limits the ability of
individuals associated with Applicant or the
Bank/Bank Holding Company to compete with
Applicant, its subsidiaries, or the Bank/Bank
Holding Company. Discuss the purpose of and
the reasonableness of such an arrangement with
respect to duration, geographic area, and the insti-
tutions involved; and

1. The term principal as used herein means any individual or corpora-
tion that (1) owns, directly or indirectly, 10 percent or more of the
outstanding shares of any class; (2) is a director, trustee, partner, or
executive officer; or (3) with or without ownership interest, participates, or
has the authority to participate in major policy-making functions, whether
or not the individual has an official title or is serving without compensa-
tion. If Applicant believes that any such individual should not be regarded
as a principal, Applicant should so indicate and give reasons for such
opinion.
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Requested Information

f. A brief description of any unusual contractual
terms, especially those terms not disclosed
elsewhere in the application. Also, provide the
expiration dates of any contractual arrangement
between the parties involved in this application.

2. If the proposed transaction is an acquisition of assets
and assumption of liabilities, indicate the total price
and the amount such price represents per share to the
stockholders of Bank. Also, indicate the source of
funds which Applicant intends to use in acquiring
the assets of Bank and discuss the effect of the
transaction on Applicant.

3. For applications filed pursuant to section 3(a)(1) of
the BHC Act, if the proposed transaction will result
in an organization other than a shell one-bank hold-
ing company, submit a pro forma organization chart
showing Applicant’'s percentage of ownership of all
banks and companies, both domestic and foreign, in
which it directly or indirectly will own or control
more than 5 percent of the outstanding voting shares.

Financial and Managerial Information

4. a. Provide parent company and consolidated bal-
ance sheets for ApplicaAtThe balance sheets
should be as of the end of the most recent fiscal
guarter, showing separately each principal group
of assets, liabilities, and capital accounts; debit
and credit adjustments (explained by footnotes)
reflecting the proposed acquisition; and the result-
ing pro forma balance sheets. Goodwill and all
other intangible assets should be set out sepa-
rately on the balance sheet according to type of
intangible. Also, indicate the amortization period
for any intangible asset and the accretion period
of any purchase discount on the balance sheet;

b. If the total consolidated assets of Applicant
exceed $150 million, provide the amount, matu-
rity, and a brief description of any outstanding
debt instruments. Indicate which instruments
qualify under the risk-based capital guidelines as
tier 2 capital for the consolidated organi-

2. If Applicant’s pro forma consolidated assets are less than $150 mil-
lion and if Applicant doesnot intend to either engage in a leveraged
nonbank activity or issue publicly held debt, Applicant need not submit
consolidated balance sheets. All other applicants will be evaluated on a
consolidated basis.
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zation. This information can be provided in a
footnote to the consolidated balance sheet;

. Material changes between the date of the balance

sheets and the date of the application should be
disclosed. If there are no material changes, a
statement to that effect should be made; and

. Provide for Applicant, on a consolidated basis (if

pro forma total consolidated assets of the organi-
zation exceed $150 million), a breakdown of the
organization’s existing and pro forma risk-
adjusted assets as of the end of the most recent
fiscal quarter, showing each principal group of
on- and off-balance sheet assets and the relevant
risk-weight. Also, identify the existing and pro
forma components of tier 1, tier 2, and tier 3 (if
any) capital pursuant to the risk-based capital
guidelines as of the end of the most recent fiscal
quarter, and provide calculations of Applicant’s
existing and pro forma tier 1 and total capital to
risk-adjusted assets, as well as the leverage ratio.

Note: In applications filed pursuant to section
3(a)(1) of the BHC Act, if the application
involves the transfer of ownership of Bank from
one control group to another at the time of forma-
tion, then Applicant’s carrying value for the
shares of Bank would be the purchase price. If
the application involves the transfer of owner-
ship of Bank from individual to corporate form
(a reorganization of existing ownership inter-
ests), then Applicant’s carrying value for the
shares of Bank should be the historical cost to
the exchanging shareholders plus the proportion-
ate interest in any undistributed earnings of Bank
from the date those shares were acquired by the
exchanging shareholders. (Bank’'s valuation
reserves are not included in these computations.)
If historical cost plus undistributed earnings can-
not reasonably be determined, then present book
value should be assigned to the shares of Bank as
carrying value. The computation of carrying
value should be detailed by footnotes to the
balance sheet.

5. Provide for Applicant and Bank/Bank Holding
Company:

a. Plans to issue additional equity or long-term debt,
including any debt that Applicant will incur or
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Requested Information

assume in this proposal. Specify the amount, pur-
pose, the name and location of the lender, and
provide a copy of any loan agreement or loan
commitment letter from the lender which pro-

vides the interest rate, maturity, collateral, and
proposed amortization schedule; discuss gener-
ally what resources will be used to service any
debt arising from the proposed transaction; and

. If Applicant’s pro forma consolidated assets are
equal to or greater than $150 million, or if Appli-
cant’s consolidated assets are less than $150 mil-
lion and it engages in a leveraged nonbank activ-
ity or issues publicly held debt, provide cash flow
projections for the parent company for each of the
next three years, along with supporting schedules
for each material cash receipt and disbursement,
if Applicant will incur or assume any debt in this
proposal and parent company long-term debt will
exceed 30 percent of parent company equity capi-
tal accounts on a pro forma basis. For example, if
Applicant projects that dividends from subsidiary
banks will be utilized to service parent company
debt, provide projections of assets, tier 1 and total
capital ratios pursuant to the risk-based capital
guidelines as well as the leverage ratio, earnings,
and dividends for Applicant’s subsidiary banks.
(If the combined assets of the subsidiary banks
exceed $500 million, subsidiary bank data can be
shown on an aggregate basis.) Explain the meth-
ods and assumptions utilized in the projections,
and support all assumptions which deviate from
historical performance; or

. If Applicant’s pro forma consolidated assets are
less than $150 million, provide cash flow projec-
tions for the parent company for each of the next
twelve years, along with supporting schedules for
each material cash receipt and disbursement, if
Applicant will incur or assume any debt in this
proposal and parent company long-term debt will
exceed 30 percent of parent company equity capi-
tal accounts on a pro forma basi§uch projec-
tions for the parent company must clearly demon-

equity ratio to 30 percent or less within twelve

years of consummation and must take into
account the schedule of principal reduction
required by the parent company’s creditor(s).
Include projections of subsidiary bank(s) assets,
tier 1 and total capital ratios pursuant to the
risk-based capital guidelines as well as the lever-
age ratio, earnings, and dividends. Explain the
methods and assumptions utilized in the projec-
tions, and support all assumptions which deviate
from historical performance.

6. For applications filed pursuant to section 3(a)(1) of
the BHC Act, provide for Applicant and Bank a list
of principals (including changes or additions to this
list to reflect consummation of the transaction), pro-
viding information with respect to each as follows:

a. Name and address (City and State/Country). If
the principal’s country of citizenship is different
from his or her country of residence, then state
the country of citizenship;

b. Title or positions with Applicant and Bank;

c. Number and percentage of each class of shares of
Applicant and Bank owned, controlled, or held
with power to vote by this individu&;

d. Principal occupation if other than with Applicant
or Bank; and

e. Percentage of direct or indirect ownership, if such
ownership represents 10 percent or more of any
class of shares, or positions held in any other
depository institution or depository institution
holding company.Give the name and location of
such other depository institution or depository
institution holding company. (Information that
has been collected or updated within the past
12 months may be submitted, unless Applicant
has reason to believe that such information is
incorrect.)

4. Include shares owned, controlled or held with power to vote by

strate the ability to reduce the Iong-term debt to Principal's spouse and dependents. Give record ownership and, to the

extent information is available, beneficial ownership of shares held by
trustees, nominees, or in street names.

3. If Applicant’s pro forma consolidated assets are less than $150 mil- 5. For purposes of this application, a “depository institution” is defined
lion and if Applicant is either engaged in a leveraged nonbank activity or as a commercial bank (including a private bank), a savings bank, a trust
has issued publicly held debt, Applicant need not submit the specified cashcompany, a savings and loan association, a homestead association, a
flow projections. cooperative bank, an industrial bank, or a credit union.
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Requested Information

7. For applications filed pursuant to sections 3(a)(3) or Note: If the total banking assets of the resulting organiza-
3(a)(5) of the BHC Act, list any changes in manage- tion are less than $150 million, provide a response to the
ment or other principal relationships for Applicant following:

and the Bank/Bank Holding Company which will 9. Upon consummation of the proposed transaction, for

6. As defined in footnote number 4.

result from the proposal. For any existing or pro-
posed principal of Applicant or Bank/Bank Holding
Company that is also a principal of any other deposi-
tory institution or depository institution holding
company, provide the following information:

a. Name, address, and title or position with Appli-
cant, Bank/Bank Holding Company, and the other
depository institution or depository institution
holding company (give the name and location of
the other depository institution or depository in-
stitution holding company);

b. Number and percentage of each class of shares of
Applicant and Bank/Bank Holding Company
owned, controlled, or held with power to vote by
this individual®

c. Principal occupation if other than with Applicant
or Bank/Bank Holding Company; and

d. Percentage of direct or indirect ownership held
in the other depository institution or depository
institution holding company if such ownership
represents 10 percent of more of any class of
shares. (Information that has been collected or
updated within the past 12 months may be sub-
mitted, unless Applicant has reason to believe
that such information is incorrect.)

. Discuss any material change in the financial condi-
tion of Bank/Bank Holding Company since the most
recent examination/inspection. Indicate the amount
of any dividend payment by Bank/Bank Holding
Company since the date of the most recent report of
condition and report of income and dividends. Also,
indicate the amount of any Bank/Bank Holding

each principal of Applicant who will either retain
personal indebtedness or act as guarantor for any
debt that was incurred in the acquisition of shares of
Applicant or Bank/Bank Holding Company, provide
the following:

a. Name of borrower and title, position, or other
designation that makes the borrower a principal
of Applicant;

b. Amount of personal indebtedness to be retained:;

c. A description of the terms of the borrowing, and
the name and location of the lender;

d. Statement of net worth as of a date within three
months of Applicant’s final filing of the applica-
tion. The statement of net worth should be in
sufficient detail to indicate each principal group
of assets and liabilities of the reporting principal,
and the basis for the valuation of assets. In addi-
tion to debts and liabilities, the reporting princi-
pal should state on a separate schedule, any
endorsed, guaranteed, or otherwise indirect or
contingent liability for the obligation of others;
and

e. Statement of most current year’s income. In addi-
tion to indicating each principal source of annual
income, the reporting principal should list annual
fixed obligations arising from amortization and
other debt servicing. (If the most current year's
statement is not representative of the future, the
reporting principal should submit a pro forma
income statement and discuss the significant
changes.)

Company dividends that are planned prior to con- Competition and Convenience and Needs

summation. For applications filed pursuant to sec-
tion 3(a)(1) of the BHC Act, provide for Bank a

Note: If the subject transaction is a bank holding com-

copy of all schedules from the most recent report of Pany formation involving only one bank or an applica-

condition and report of income and dividends as
filed with a Federal supervisory authority.

tion filed pursuant to section 3(a)(3) or 3(a)(5) of the
BHC Act to acquire ale novobank, a response to items

10 and 11 is not required. Otherwise, Applicant should
contact the appropriate Reserve Bank to determine
whether a response to items 10 and 11 will be necessary.
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If a response is required, Applicant should obtain a
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Requested Information

preliminary definition of the relevant banking markets
from the Reserve Bank. If Applicant disagrees materially
with the Reserve Bank’s preliminary definition of the
banking market(s), it may in addition to supplying the
information requested on the basis of the Reserve Bank'’s
definition of the banking market(s), include its own
definition of the banking market(s), with supportive data,
and answer the questions based on its definition. If later
analysis leads Federal Reserve staff to alter the pre-
liminary definition provided, Applicant will be so
informed.

10. Discuss the effects of the proposed transaction on
competition considering the Board’s horizontal
merger guidelines. Applicant may be required to
provide additional information if Federal Reserve
staff determines that the proposal exceeds existing
competitive guidelines. Also, if divestiture of all or
any portion of any bank or nonbanking company
constitutes part of this proposal, discuss in detail the
specifics and timing of such divestiture.

11. If the proposal involves the acquisition of nonbank
operations under section 4(c)(8) of the Bank Hold-
ing Company Act, a Form FR Y-4 should be submit-
ted in connection with FR Y-3 filing. At a minimum,
the information related to the nonbank operations
should include the following:

a. A description of the activity;

b. The name and location of Applicant’s and Bank’s
direct or indirect subsidiaries that engage in the 1
activity;

c. ldentification of the geographic markets in which
competition would be affected by the proposal;

d. A description of the effect of the proposal on
competition in the relevant markets; and

e. A list of major competitors in that market in the
proposed activity if the affected market is local in
nature.
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In addition, the applicant should identify any other
nonbank operations to be acquired, with relevant
exemptive provisions under section 225.22 of Regu-
lation Y cited.

12. a. Describe how the proposal will meet the conve-

nience and needs of the target Bank’s communi-
ty(ies). List any significant changes in services or
products that will result from the consummation
of the transaction. If any services or products will
be discontinued, describe and explain the reasons.

b. Discuss the programs, products, and activities of
the depository subsidiaries of the Applicant or the
target Bank that will meet the existing or antici-
pated needs of its community(ies) under the appli-
cable criteria of the Community Reinvestment
Act (CRA) regulation, including the needs of
low- and moderate-income geographies and indi-
viduals. For a subsidiary of the Applicant or
target Bank that has received a CRA composite
rating of “needs to improve” or “substantial
noncompliance” institution-wide or, where appli-
cable, in a state or multi-state MSA, or has re-
ceived an evaluation of less than satisfactory per-
formance in an MSA or in the non-MSA portion
of a state in which the applicant is expanding as a
result of the transaction, describe the specific
actions, if any, that have been taken to address the
deficiencies in the institution’s CRA performance
record since the rating.

. Inan application in which any principal of Applicant

or Bank/Bank Holding Company is also a principal
of any other insured depository institution or deposi-
tory institution holding company, give the name and
location of each office of such other institution that
is located within the relevant banking market of
Bank/Bank Holding Company, and give the approxi-
mate road miles by the most accessible and traveled
route between those offices and each of the offices of
Bank/Bank Holding Company.

Page 7



