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Permanent Amendment for Publication in the NCAC

04 NCAC 16A .0105 is amended with changes as published in 31:23 2276 as follows:

04 NCAC 16A .0105 RESTRICTIONS: PAYMENT OF DIVIDENDS AND REPURCHASE OF STOCK

(a) A stock savings institution shall not declare or pay a cash dividend es; on or repurchase any ef; of its capital stock if
the effect thereef would be to reduce the net worth of the savings institution to an amount whieh that is less than the
minimum required by the federal regulatory authority pursuant to 12 U.S.C. 18310(d) erfersavingsbanks; or an amount
less than the minimum required by G-=S-54€363- G.S. 54C-163, whichever is greater. 12 U.S.C. 18310(d) is hereby

incorporated by reference, including subsequent amendments or editions, and may be found free of charge as follows:

https://www.gpo.gov/fdsys/pkg/USCODE-2010-title 12/html/USCODE-2010-title12-chap16-sec18310.htm.

(b) Without the prior written approval of the Commissioner of Banks, a stock savings institution whieh that has been in
operation or converted from mutual form for less than five years shall not repurchase any of its capital stock. Such
approval shall be granted only upon a showing that the proposed repurchase will not adversely affect the safety and
soundness of the savings institution.

(c) A stock savings institution swhieh that has been in operation or converted from mutual form for less than five years
shall obtain the written approval of the Commissioner of Banks before declaring or paying a cash dividend on its capital

stock in an amount in excess of one-half of the greater of:

(1) the savings institution's net income for the most recent fiscal year end; or
(2) the average of the savings institution's net income after dividends for the most recent fiscal year end
and not more than two of the immediately preceding fiscal year ends;-ifappheable: ends.

(d) For a period of three years following the date of completion of a conversion from mutual to stock form, no person
shall, directly or indirectly, offer to acquire or acquire the beneficial ownership of more than 10 percent of any class of an
equity security of a converted savings institution without the prior written approval of the Commissioner of Banks. Such
approval shall be granted only as follows:
(1) During upon a finding by the Commissioner of Banks that during the first year following the date of
completion of the conversion to protect the safety and soundness of the institution; or
(2) During during the second and third years following the date of completion of the conversion upon a
finding by the Commissioner of Banks that:

(A) such acquisition:
(1) is necessary to protect the safety and soundness of the institution; institution; or
(i1) is supported by the board of directors of the converted savings institation; institution;
and
(B) the person acquiring in excess of 10 percent of any class of an equity security of the converted

institution is of good character and integrity, possesses satisfactory managerial skills, and after
the acquisition such person will be a source of financial strength to the converted savings
institation institution, and the interests of the public will not be adversely affeeted-thereby-
affected.
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(e) Securities beneficially-owed owned in violation of Paragraph (d) of this Rule in excess of 10 percent of any class of

securities shall not be counted as shares entitled to vote and shall not be voted by any person or counted as voting shares

in connection with any matters submitted to the stockholders for a vote.

(f) Paragraphs (d) and (e) shall not apply to:

(1

2)

History Note:

any offer with a view toward public resale made exelastvely to the savings nstitation-or institution, its

wnderwsiters the institutions underwriters, or the selling group acting on #ts-the institution’s behalf; or
any offer to acquire or acquisition of beneficial ownership of more than 10 percent of the common
stock of a savings institution by a corporation whose ownership is or will be substantially the same as
the ownership of the savings institution, provided that the offer or acquisition is made more than one

year following the date of completion of the conversion.

Authority G.S. 54B-43; 54B-55; 54C-44; 54C-53;

Eff. August 31, 1981;

Amended Eff. July 1, 1990; November 1, 1985;

Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on March 31, 1992;
Amended Eff. November 1, 2017; December 1, 2011; April 15, 1993; February 15, 1992.
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Proposed Repeal of Consecutive Rules for Publication in the Register

04 NCAC 16A .0401 - .0409 are repealed with changes as published in 31:23 NCR 2277 as follows:

04 NCAC 16A
04 NCAC 16A
04 NCAC 16A
04 NCAC 16A
04 NCAC 16A
04 NCAC 16A
04 NCAC 16A
04 NCAC 16A
04 NCAC 16A

History Note:

.0401
.0402
.0403
0404
.0405
0406
0407
.0408
.0409

Authority G.S. 53-93;[.

RIGHT TO HEARING

INFORMAL SETTLEMENT

REQUEST FOR HEARING

NOTICE OF HEARING

INTERVENTION IN AN ADMINISTRATIVE HEARING
DEPOSITIONS

SUBPOENAS

SERVICE OF SUBPOENAS

OBJECTION TO A SUBPOENA

3 3 3 ; ; ; -] 53-

104; 54B-55; 150B-38; 150B-39;
Eff. July 1, 1990;

Amended Eff. December 1, 2011.
Repealed Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16C .0304 is amended with changes as published in 31:23 2277 as follows:

04 NCAC 16C .0304 TEMPORARY CLOSING OF OFFICE

heliday- If a bank’s office is closed temporarily, other than closures in observance of a holiday, the bank shall notify the

Commissioner of Banks no later than 72 hours after such closure if the closure may interfere with the bank’s operations or
poses an existing or imminent threat to the safety or security of persons on [preperty—erbeth;—other—than—~elosures—in
observanee-efa-holiday:| property.

History Note: Authority G.S. 54B-55; [53B-110;53B-175;]
Eff. July 1, 1990;
Amended Eff. November 1, 2017; December 1, 2011.
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Proposed Repeal of Consecutive Rules for Publication in the Register
04 NCAC 16D .0401 - .0403 are repealed with changes as published in 31:23 NCR 2278 as follows:

04 NCAC 16D .0401 SERVICING LOANS
04 NCAC 16D .0402 APPRAISALS
04 NCAC 16D .0403 RECORDS WITH RESPECT TO LOAN

History Note:  Authority G.S. 54B-55; 54B-161;
Eff. August 31, 1981.
Amended Eff. February 15, 1992; July 1, 1990; November 1, [£981:] 1985.
Repealed Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16E .0103 is amended with changes as published in 31:23 2278 as follows:

SUBCHAPTER 16E - OPERATION OF SAVINGS BANKS INSTITUTIONS

SECTION .0100 - DIRECTORS, BYLAWS AND CHARTER

04 NCAC 16E .0103 COMPOSTHON-OF BOARD OF DIRECTORS

¢b) (a) A director shall not vote on any matter in which he-has they have a personal or financial interest.

&) (b) When a savings bank institution takes action resultingin-the-establishment-of establishing a new chief executive
officer or director, the savings bank institution shall notify the Administrater Commissioner of Banks i-advanee-in

writing within 14 calendar days of such change, and shall provide the name of the new chief executive officer or director,

the effective date of the appointment, and a statement of the person's past and current business and professional

affiliations. The name of any departing chief executive officer or director shall also be provided to the Administrator

Commissioner of Banks in writing.

-] Netwithstanding
the-abeve; [any| Any of the following shall be deemed to be significant ownership interests: interests for G.S. 54C-
101(c):

(1) For stock savings banks under fifty million dollars ($50,000,000) in assets, stock ownership in the

institution or its holding company of two thousand five hundred dollars ($2,500.00) in market value at

time of purchase; er
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2) For mutual savings banks under fifty million dollars ($50,000,000) in assets, a two thousand five
hundred dollar ($2,500) deposit relationship; ex
3) For stock savings banks over fifty million dollars ($50,000,000) in assets, stock ownership in the
institution or its holding company of five thousand dollars ($5,000) in market value at time of
purchase; or
@) For mutual savings banks over fifty million dollars ($50,000,000) in assets, a five thousand dollar
($5,000.00) deposit relationship.
For savings bank institutions that cross the fifty million dollar ($50,000,000) threshold, the Administrator wilt
Commissioner of Banks shall allow areasenable-peried up to one year for the Directors to comply with the ownership

interest requirement.

History Note: Filed as a Temporary Adoption Eff. October 2, 1991 for a period of 180 days to expire on March 31,
1992;
Authority G.S. 54B-55; 54C-53; 54C-101;
Eff. February 15, 1992, 1992;
Amended Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16E .0104 is amended with changes as published in 31:23 2279 as follows:

04 NCAC 16E .0104 BYLAWS
The Commissioner of Banks shall be deemed to have approved any bylaws-er amendments to bylaws te-which-he that the

Commissioner has not objected within 25 days after the date en-which-such-bylaws-oramendments-are-filed: that the
bylaws are filed with the Commissioner of Banks.

History Note: Authority G.S. 54B-9; 54B-52; 54C-9; 54C-52; 54C-53; 54C-102;
Temporary Adoption Eff. October 2, 1991 for a period of 180 days to expire on March 31, 1992;
Eff. February 15, 1992;
Amended Eff. November 1, 2017; December 1, 2011.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16E .0301 is amended with changes as published in 31:23 2279 as follows:

04 NCAC 16E .0301 GENERAL POLICIES
(a) Records to be Kept at Principal Office. Every Each savings banrk institution, each affiliate, and the institution’s

parent company shall keep and make available for examination by the representatives of the Commissioner of Banks at

the principal effice-correctand-complete office, books efaceount-and-minutes-of the proceedings-of members;
shareholders;-directors-and-committees: and records of all the transactions of the institution in its true financial condition.

Records shall be kept to permit and facilitate a speedy [examination;] examination by the representatives of the

Commissioner of Banks.
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) (b) Maintenance of Membership and Stockholder Records. Every mutaal savings bank institution shall maintain

membership re

or stockholder records. When a savings institution has reason to believe 10 percent or more of the outstanding capital

stock of the savings institution is controlled by one [ew#er] owner, the institution shall notify the Commissioner in

[weriting;] writing and shall include the residential address and the number of shares held by the shareholder.

ar PR anned E oy a noq han h con nrin o a e n
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(c) Savings institutions shall keep the following books and records at the institution, or at its parent holding company,

unless another storage site is approved by the Commissioner of Banks in writing:

a Alphabetical direct and indirect liability ledgers. Each institution shall keep an alphabetical direct and

indirect liability ledger. The alphabetical direct liability ledger shall show each customer's direct

obligations owed to the institution by loan name or account number and the balance outstanding under

each account. The alphabetical indirect liability ledger shall show each customer's indirect obligations

owed to the institution by loan name or account number and the balance outstanding under each

account. The alphabetical direct liability ledger shall be kept in balance with the general ledger

control. The alphabetical indirect liability ledger shall be updated at least monthly. Where the

aggregate total of a customer's direct and indirect obligations to the institution do not exceed twenty

thousand dollars ($20,000), the indirect obligations of that customer may be omitted from the

alphabetical indirect liability ledger. In an institution whose automated record system is not able to

produce an alphabetical liability ledger, the institution shall produce an alphabetical listing of

customers showing all of a customer's loan or account numbers and the amount outstanding under each

account number when called upon by representatives of the Commissioner of Banks. Each institution
shall produce both the direct and indirect liability ledgers in hard copy form upon request by

representatives of the Commissioner of Banks.

2) Monthly reconciliation of accounts with correspondent banks. A record shall be kept, showing the

monthly reconciliation of each account with correspondent banks. A signed review of such

reconciliations shall be made by an officer or employee of the institution other than the person

responsible for preparing the reconciliation.

3) Purchases and sales of securities. A record shall be kept of purchases and sales of securities. The

record shall include the following:

10
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dates of purchases and sales;

interest rates;
maturities;
par value;
cost value;

all write-ups or write-downs;

a full description of the security;

from whom purchased;

to whom sold;

purchase price;

selling price; and
when, where, and why pledged or deposited.

REEEBEEEBBEE
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This record shall be maintained in balance with the general ledger control.
Charge-offs. A record shall be kept of all items charged-off and of all recoveries. All charge-offs shall

be authorized or approved by the executive committee or by the board of directors, and [sueh] the

action shall be recorded in their minutes. The charge-off record shall show the date of the charge-off, a

description of the asset, and the amount of the charge-off. The record shall be supported by the actual

charged-off items or the final disposition of any charged-off item. The record of recoveries shall show

the date and amount of each recovery.

Records of real estate. A record shall be kept of all parcels owned, including the banking house. The

record shall show when the property was acquired, how the property was acquired, the cost of the

property, the book value of the property, and detailed income and expense reports relating to the

property. This record shall be supported by appraisals, title certificates showing assessed value, tax

receipts, and hazard insurance policies relating to the property. Every savings institution shall appraise

the value of each parcel of real estate taken in satisfaction of debts previously contracted at the time of

acquisition. The report of each appraisal shall be submitted in writing to the Board of Directors and

shall be kept in the records of the savings institution.

Meeting minutes. Minutes of all board of directors’ meetings, board committee meetings, and

members and stockholders meetings shall be kept showing any action resulting from the meeting. All

minutes shall be signed by the chairman and the secretary of such meeting.

Cash items held over. A daily record shall be kept of all cash items held over from the day's business,

including all checks that would cause an overdraft if handled according to the institution’s check-

posting policy. This record shall be kept in balance with the general ledger control and shall identify

the account on which the item is drawn or is obligated for payment, the reason the item is being held,

the date the item was placed in the cash items account, and the amount of the item.
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8 Record of income and expenses. A detailed record of income and expenses shall be kept and balanced

monthly. A report of this record shall be made to the executive committee or board of directors, and

the receipt of same shall be noted in the meeting minutes.

(d) Unless an institution requests approval of another storage site in writing, [is-appreved-by] and receives approval from
the Commissioner of [Banks#+-writing;| Banks, the books and records of the institution’s parent holding company shall

be kept at the institution or at the institution’s parent holding company; and the books and records of an affiliate of the

institution shall be kept at the affiliate, the institution, or the institution’s parent holding company.
(f) Based upon the [finaneial-condition] safety and soundness of a savings institution as determined by examination or

[etherwise;] or other information, the Commissioner of Banks may require a savings institution to prepare or maintain

different or additional books, records, and reports.

History Note: Authority G.S. 54B-2; 54B-9; 54B-52; 54B-55; 54C-2; 54C-22; 54C-52; 54C-53;
Temporary Adoption Eff. October 2, 1991 for a period of 180 days to expire on March 31, 1992;
Eff. February 15, 1992;
Amended Eff. November 1, 2017; December 1, 2011.

12
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Permanent Amendment for Publication in the NCAC

04 NCAC 16E .0302 is amended with changes as published in 31:23 2281 as follows:

04 NCAC 16E .0302 RETENTION, REPRODUCTION AND DISPOSITION OF RECORDS

(a) Each savings bank institution shall take reasenable precautions to protect records from damage by fire, fleed flood,
or other hazards; hazards and to safeguard records from unnecessary deterioration as a result of excess heat, humidity,
dryness dryness, or lack of proper ventilation. Adeguate-safeguards Safeguards shall be maintained to protect records
from access or removal by unauthorized persons.

(b) Each savings bank institution or branch effieerthereef office shall retain all records set forth in this Paragraph for at
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feast the periods specified.

RECORDS TO BE
RETAINED

ACCOUNTING - ASSOCIATION

Bank Statements and Reconcilements
Cancelled Checks
Check Vouchers or Stubs

Duplicate Deposit Slips
Expense and Paid Bills File
FHLB and State Reports

General and Subsidiary Ledgers

General and Other Journals

Original Entry Records

Pre-authorized Bank Forms

Tellers' Cash Proof Sheets

Trial Balances

CORPORATE

MINIMUM RETENTION
PERIOD (YRS.)

[(SSTN |\ R [, T (O] |>_. |,_; [V, T (U I [V, S (O, I (O, I (V)
()] (9}
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Personal Property-TaxRecords

Annual Reports to Supervisors

Attachments, Executions, and Releases

Audit Reports
Ballots and Proxy Votes of Members and Stockholders

Blanket Bonds

Certificate of Insurance

Charter, Bylaws, and Amendments

Claims, Court Orders, and Restraining Orders

Deeds, Leases, and Contracts; Titles to Vehicles

Examination Reports and Supervisory Letters
FHLB Membership Certificate

Minute [Beeks;] Books (Members, Stockholder, Directors, and Committees)

N.C. Corporate Tax Forms

Pension Trust (IRS Ruling, Bylaws, and Trust Agreements)

Personal Property Tax Records

Social Security and Unemployment Tax Records

U.S. Corporate Income Tax Forms

ACCOUNTING -ASSOCIATION
Bank-Statements-and Reconcilements

14
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DEPOSIT ACCOUNTS
Peposit

Inheritance TaxReleases
. Hed-Savi Certif

" 1AM

I . . T cor R |
Returned- 1099 Forms
No-Mail Noti

Affidavits for Lost Passbook or Certificate

Cancelled Savings Certificates

Deposit

Deposit Account Assignment or Transfer Records

Deposit Account Loan Disclosures After Note "Paid"

Deposit Account Loan Notes

Inheritance Tax Releases

Lost Instrument Bonds for Passbooks or Certificates

No-Mail Notice

Power of Attorney or Affidavits
Returned 1099 Forms

Savings Certificates Record of Issue

Signature Card Files
Withdrawal Slips or Checks

INSURANCE
Directors and Officers Liability

fowwnfluonn o
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Fire and Extended Coverage, Auto Errors and Omissions

Public Liability - Workers Compensation

LOANS (Commercial, Consumer Credit, and Credit Cards)

Borrowers' Statement

Charged-off Loan Records

Collateral Records

Customer Application

Disclosure Document

Interest Rebate Record

Liability Card fandfer] or Ledger
Loan Ledger Cards

Loans Made Record

Loans Paid Record

Loan Proceeds Disbursement Records

Merchant Agreement - Credit Card

Note and/or Loan Register

Posting or Transaction Journal

Resolutions

Sales Tickets or Drafts - Credit Card

Statement of Account - Credit Card

MORTGAGE LOANS
LoanRegister

Moertgage Loan Disclosure Statement(Form-HMDBA-)

Commitments

16
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Ceorrespondenee
Modificat

Additional Collateral Agreement
Affidavits

Applications
Appraisals

Collection Records

Commitments

Construction Loan Agreement

Construction Loan Authorizations

Correspondence

Cost Estimates

Credit Reports

Disclosure and Recision

Escrow Agreements and Records

FHA Insurance Receipts

Flood Insurance Documentation

Inspection Reports

Loan Register

Modifications

Mortgage Loan Disclosure Statement (Form HMDA-1)

Paid Bills for Borrowers Construction

Settlement Statement

Signature Cards
Title Opinions

Waiver of Liens

LOANS(C (el C Credit_Credit Card

Borrowers-Statement
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All Retirement Plan Accounts

All Related Forms and Documents

General Correspondence

Investments

Purchase and Sale

Register
Safe-Keeping Receipts

Mail Register

OSHA

OSHA Records and Reports

Personnel Records

Employment Applications
1. Hired
2. Not Hired

Group Insurance Records

Payroll Records

Time Cards

Purchases, Sales and Participation

20
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Agreement

Remittance Report

Sale List

Safe Deposit Boxes

History Cards

Lease Contracts

Rent Receipts

Savings Bonds

Applications
Duplicate Stubs
Letter of Transmittal of Bonds Redeemed

Monthly Report of Sales and Holdings

Travelers Checks

Applications
Consignment Receipts

REAL ESTATE OWNED

Appraisal

Contracts for Sale
Deeds

Notice of Intent to Foreclose

Leases
PMI Claims

Tax Records

Title Policies

Trustee's ReportT + 3

KEY TO SYMBOLS USED

P - Permanent

T i Termination (Closed, Paid-off or Settled

R - Return to Customer After Termination of Contractual Relationship
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History Note:

22

Termination (Closed, Paid-off, or Settled

Filed as a Temporary Adoption Eff. October 2, 1991 for a period of 180 days to expire on

March 31, 1992;

Statutory Authority G.S. 54B-55; 54C-53;
Eff. February 15, 1992. 1992;

Amended Eff. November 1, 2017.

10
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Permanent Amendment for Publication in the NCAC

04 NCAC 16E .0403 is amended with changes as published in 31:23 2284 as follows:

04 NCAC 16E .0403 RECORDS WITH RESPECT TO LOANS

23
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[Bnless-otherwise provided;each]| Each savings institution shall maintain the following loan documentation:

26

@

Financial Statements. Financial statements shall be required from any person who is a maker, co-

maker, guarantor, endorser, or surety on any unsecured loans or other unsecured extensions of credit in

an amount of fifty thousand dollars ($50,000) or more in the aggregate. Financial statements required

by this Item shall:
be signed or [etherwise-propetly-exeented;] acknowledged by the maker:;

be dated within 18 months preceding the origination date of the credit obligation;

be renewed within 18 months after the date of the last financial statement on file;

be addressed to or made for the lending savings institution; and

EEEEE

include information reflecting the assets, liabilities, net worth, and income of the borrower.

Financial Statement Exceptions. A savings institution may waive the financial statement required by

Item (1) of this Rule for credit granted under a credit card. For an individual whose unsecured

obligations consist of consumer loans scheduled to be repaid in at least quarterly installments, a savings

institution may substitute a current credit bureau report for the financial statement required by Item (1)

of this Rule. A credit bureau report shall be within 18 months from its date of issue.

Personal Property Appraisals. Appraisals on personal property used as collateral for a loan shall be

obtained and shall be completed as follows:

(a) Except as provided by Item (3)(c), a written appraisal of personal property used to

collateralize any loan shall be made or approved.

(b) Requirements. The appraisal required by this Item shall include:
(1) the name of the borrower;
(ii) the date the appraisal was made;
iii the value of the collateral;
(iv) the signatures of two people making the appraisal;
W) a brief description of the property:;
(vi) the amount of any senior lien and the holder of the lien, if any; and
(vii) the original amount or outstanding balance of the loan that the property is used to
secure.
©) Appraisal Exceptions. No appraisal shall be required under the following circumstances:
(i) on collateral to notes of less than fifty thousand dollars ($50,000);
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(e)

(ii) on loans fully secured by obligations of the United States or the State of North

Carolina;

i1l on loans fully secured by deposits in the savings institution maintaining the loan

account; or

(iv) on loans fully secured by the cash surrender or loan value of life insurance policies.

Renewal Exceptions. Appraisals need not be renewed biennially where a motor vehicle or

mobile home is the sole or partial collateral for a loan.

Single Signature Exception. An appraisal may be performed and signed by only one person

where a motor vehicle or mobile home is the sole collateral for a loan.

Real Estate Appraisals. Unless otherwise provided, all real estate taken as security for loans shall be

appraised in the form and manner set forth in Sub-item (4)(a) through (4)(c) of this Rule. In addition,

the appraisal shall be independent in that the appraiser shall not be involved in the loan transaction

secured by the property being appraised and shall have no interest, financial or otherwise, in the

property.

(a) The savings institution may elect to waive the requirement for an appraisal of real estate given
as security for loans of fifty thousand dollars ($50,000) or less.

(b) Appraisals of real estate given as security for loans over fifty thousand dollars ($50,000), but
not exceeding two hundred fifty thousand dollars ($250,000), whether directly or indirectly
pledged as collateral, shall be prepared by:

(i) [Fwe] two members of the board of directors who are familiar with real estate values
in the community where the property is located;

(ii) [Fwe] two savings institution employees who are familiar with real estate values in
the community where the property is located, provided that one of the two employees
shall not be involved in the loan transaction secured by the property being appraised;
or

iii [A] a state-licensed real estate appraiser, er state-certified real estate appraiser, or a
person certified as a real estate appraiser by an appraisal trade organization approved
by the savings institution to perform an appraisal.

(©) Appraisals prepared pursuant to Sub-items (4)(b) of this Rule shall be in writing and shall be

signed and dated by the person or persons making the appraisal. The appraisal shall identify

the loan transaction for which it was made; identify the current balance of any senior lien and

the identity of the holder of the lien, if any; segregate values of improvements from values of

the land; and describe the property so as to make it identifiable. If a professional appraisal

form is used that does not include this information, the savings institution shall complete and

attach to the appraisal its own appraisal summary form disclosing the required information.

The appraisal shall state the basis or approach used to determine the value of the property.

Acceptable approaches to determining the value of real property [are:] shall be the following:
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(10)

(i) the current cost of replacing a property, less depreciation relating to deterioration

from functional or economic obsolescence;

(ii) the value indicated by recent sales of comparable properties in the market and other

market factors such as listings and offers to sell; or

i1l the value that the property's net earning power will support, based on a capitalization

of net income.

(@ All real estate given as security for loans in an amount over two hundred fifty thousand dollars

($250,000), whether directly or indirectly pledged as collateral, shall be appraised, and such
appraisal shall be subject to the provisions of 12 C.F.R. 323.1 through 12 C.F.R. 323.7, which

are hereby incorporated by reference including subsequent amendments or additions. This

information is available at the U.S. Printing Office website at http://www.ecfr.gov/cgi-

bin/text-idx?SID=cb59b820da3e668ebb333139d429ce0c&node=pt12.5.323&rgn=div5 at no
[eost-atthe-timethis Rule-was-adepted:] cost.

Certificate of Title. A title opinion furnished by an attorney at law, a title report or title insurance

policy issued by a company licensed by the Commissioner of Insurance, or other insurance coverage

that provides the savings institution with similar protection against loss from title defects, errors, or

omissions at closing or other loan-related risks shall be obtained in connection with each deed of trust

or mortgage given as security on each real estate-secured loan when:

(a) the loan is primarily secured by real property and only secondarily by the borrower's general

credit-worthiness; and

(b) the amount of the loan secured by the real property is fifty thousand dollars ($50,000) or
more.

Stock Certificate and Stock Powers. Where stock certificates or similar negotiable securities are

accepted as collateral for a loan, each certificate shall be either endorsed and witnessed or accompanied

by a stock power signed and [witnessed-in-ink] witnessed. Where such collateral is in the name of

someone other than the maker or endorser of the note, there shall be on file in the savings institution

written authority from the collateral owner permitting the hypothecation of the collateral.

Corporate Resolutions. A loan made [direetly] to a corporation shall be supported by a certified copy

of a resolution of the board of directors of the corporation authorizing the loan transaction.
Partnership Declaration. A loan made [eireethy] to a partnership shall be supported by a declaration of

the general partners showing the composition of the partnership, and unless all partners sign the note,

the authority of the partner(s) executing the note to bind the partnership.

Limited Liability Company Certification. A loan made [direetly] to a limited liability company shall be

supported by a certification of a manager thereof that the loan has been duly authorized by the limited

liability company.

Unlisted Securities. Full credit information on all unlisted securities, now owned or hereafter acquired,

shall be kept on file in the savings institution.
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History Note:

Filed as a Temporary Adoption Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;

Statutory Authority G.S. 54C-53; 54C-128;

Eff. February 15, 1992. 1992;

Amended Eff. November 1, 2017.

29



O 00 9 N D AW N =

p—
NN = O

30

Proposed Repeal of Consecutive Rules for Publication in the Register

04 NCAC 16E .0404 - .0405 are repealed with changes as published in 31:23 NCR 2287 & 2288 as

follows:

04 NCAC 16E .0404 UNSECURED LOANS LIMIT
04 NCAC 16E .0405 LOANS TO ONE BORROWER

History Note:

Filed as a Temporary Adoption Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;

Statutory Authority G.S. 54C-53; 54C-121; 54C-128;

Eff. February 15, 1992.

Amended Eff. December 1, 2011.

Repealed Eff. November 1, 2017.
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Proposed Repeal of Consecutive Rules for Publication in the Register

04 NCAC 16E .0601 - .0602 are repealed with changes as published in 31:23 NCR 2288 as follows:

04 NCAC 16E .0601 LIQUIDITY
04 NCAC 16E .0602 NET WORTH

History Note:

Filed as a Temporary Adoption Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;

Statutory Authority G.S. 54C-53; 54C-162; 54C-163;

Eff. February 15, 1992.

Repealed Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16F .0101 is amended with changes as published in 31:23 2288 as follows:

04 NCAC 16F .0101 PERMITTED ACTIVITIES
The service corporation of a savings institution may engage in these activities whieh that are approved by the federal
regulatory authority pursuant to 12 C.E.R. 5.59(f) for service corporations owned selely by federal associations whieh

that have principal offices in this State; State and may engage in any other activity authorized for state-chartered savings
institutions and approved in advance in writing by the Administrator- Commissioner of [Banks:| Banks Sueh-other
aetivitiesshall- be-approved enly upon a showing by the savings institution that the activity enhances the safe and sound

operation of the savings institution, is preperly well managed, is subject to adequate controls, and is not otherwise

violative of law-erregulation. North Carolina law. 12 C.F.R. 5.59(f) 18310 is hereby incorporated by reference,

including subsequent amendments or editions, and may be found free of charge as follows: https://www.ecfr.gov/cgi-

bin/text-idx?SID=b1cbbe0d7d8194e47523927417a42a03&mc=true&node=se12.1.5 159&rgn=div8.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-194; 54C-53; 54C-144;
Eff. August 31, 1981;
Amended Eff. November 1, 2017; May 11, 1992; July 1, 1990; October 1, 1987.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16F .0103 is amended with changes as published in 31:23 2288 as follows:

04 NCAC 16F .0103 DEBT LIMITATION FOR WHOLLY-OWNED SERVICE CORPORATIONS
The aggregate amount of secured and unsecured debt whieh that a wholly-owned service corporation may have

outstanding at any one time to the savings institution and to non-stockholders shall not exceed:

(1) ten times the total of the service corporation's net worth and unsecured debt to the savings institution;
or
(2) twenty times steh the total if the service corporation engages selely in originating, investing in, selling,

purchasing, servicing, or otherwise dealing in (including brokerage or warehousing) leans;-loans and

participations in loans, enapradentbasis that are underwritten in accordance with the savings

institution’s lending policy and secured by real estate or liens on mobile homes.

History Note:  Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-194; 54C-53; 54C-144;
Eff. August 31, 1981;
Amended Eff. November 1, 2017; May 11, 1992.

33



O o0 9 N Wk~ W N~

W W W W W W W N DN NN NN N N NN = = = = = = = = =
A W A W NN = O VW 0NN R WD O OV 0NN R WD = O

Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0103 is amended with changes as published in 31:23 2289 as follows:

04 NCAC 16G .0103 DEFINITIONS

As used in this Subchapter and-inthe formspreseribed-under-thisSubehapter; the words and phrases defined by G.S.
54C-4 and the following definitions apply; [apply;] unless-the-context-otherwise requires: apply:

(1

@)

3)

“4)

6 (5)

& (6)

& (1)

& Q)

n H nn

“An affiliate of," or "a person affiliated with" used in connection with another specified
person shall mean a person that directly, or indirectly through one or more intermediaries, controls or is
under common control with; with the person specified.

"Amount," when used in regard to securities, shall mean the principal amount if relating to evidences
of indebtedness, the number of shares if relating to shares of stock, and or the number of units if
relating to any other kind of security.

"Applicant" shall mean a savings bank-whieh institution that has applied to convert to stock ownership
pursuant to this Subchapter.

"Broker" shall mean any person engaged in the business of effecting transactions in securities for the

account of others.

"Dealer" shall mean any person who engages either for all or part of his their time, directly or

indirectly, as agent, broker, or principal, in the business of offering, buying, selling, or otherwise
dealing or trading in securities issued by another person.

"Deposit account" shall mean that part of the liability of the savings bank-whieh institution that is
credited to the account of the holder thereef; including certificates of deposit.

"Eligibility record date" shall mean the record date for determining eligible account holders of a
converting savings bank: institution.

"Eligible account holder" shall mean any person holding a qualifying deposit as determined in

accordance with Rule .0313 of this Subchapter.

&6) (9) "Employee" shall not mean a director or executive officer of a savings bank: institution.

b (10) "Equity security" shall mea

seeurity-orany-such-warrant-orright: [mean:| mean the following:

(a) any stock or similar security;

(b) any security convertible, with or without considerations, into a security, or carrying any

warrant or right to subscribe to or purchase a security; or

(©) any warrant or right to subscribe to or purchase a security.

€2 (11) "Executive Officer" shall mean any person performing a peliey-making policy-making function with

34

respect to any erganization organization, whether incorporated or unincorporated.
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&35 (12) "Investment representative” shall mean a professional investment advisor acting as agent for the
purchaser and independent of the seller and not acting on behalf of the seller in connection with the
transaction.

&4 (13) "Market maker" shall mean a dealer who, with respect to a particular security:

(a) regularly publishes a bona fide, competitive bid bid, and offer guetatiens quotation in a
recognized inter-dealer quotation system; system or furnishes bona fide competitive bid and
offer quotations on request; and

(b) is ready, willing willing, and able to effect transactions in reasonable quantities at his the
quoted prices with other brokers or dealers.

&5) (14) "Material," when used to qualify a requirement for-the-furnishing-of to provide information as to any
subject, limits the information required to those matters as to which an average prudent investor ought
reasonably to be informed before purchasing an equity security of the applicant, or matters as to which
an average prudent savings bank institution member ought reasonably to be informed in voting upon
the plan of conversion of the applicant.

&6 (15) "Negotiated transactions" shall mean transactions in which the securities are offered and the terms and
arrangements relating to any sale of the securities are arrived at through direct communications
between the seller or any person acting in its behalf; behalf and the purchaser or his investment
representative.

A (16) "Offer," "offer to sell," or "offer of sale" shall mean every attempt or offer to dispose of of or
solicitation of an offer to buy; buy a security or interest in a seeurity; security for value. These terms
shall not include preliminary negotiations or agreements between an applicant and any underwriter or
among underwriters who are or will be in privity of contract with an applicant.

&8y (17) "Person" inelades-an-individual-and-entityas is defined in G.S. 55-1-40.

€9 (18) "Proxy" shall mean every form of authorization by which a person is, or may be deemed to be,

designated to act for a savings bank institution member in the exercise of his or her voting rights in the

affairs of a savings bank: institution. Sueh-an An authorization may take the form of failure to dissent
or object.

20 (19) "Purchase" and "buy" shall mean every contract to purchase;-buy-or-otherwise acquire a security or
interest in a security for value.

21 (20) "Sale" and "sell" shall mean every contract to sel-er-etherwise dispose of a security or interest in a
security for value.

22) (21) "Security" shall mean any note, stock, treasury stock, bond, debenture, transferable share, investment
contract, voting-trust certificate, or in general, any instrument commonly known as a “seeurity'™-
“security.” It shall also include any certificate of interest or participation in, temporary or interim
certificate for, receipt for, or warrant or right to subscribe to or purchase, any of the fergeing:

foregoing.
23y (22) "Solicitation" and "solicit" shall mean:

35
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(a) any request for a proxy whether or not accompanied by or included in a form of proxy;

(b) any request to execute, not execute, or revoke a proxy; or

() the-furnishing-of providing a form of proxy or other communication to savings bank
institution members under circumstances reasenably calculated to result in the procurement,
withholding, or revocation of a proxy. The terms de shall not apply apply heweves; to the
furnishing of a form of proxy to a savings bank institution member upon the unsolicited
request of the member; the-performance-of [performing| actsrequired-by Rule-0514-of this
Subehapter; member or to the performance by any person of ministerial acts on behalf of a
person soliciting a proxy.

24 (23) "Subscription offering" shall mean the offering ef shares of capital stock, through nontransferable

subscription rights-issted rights, to:

(a) eligible account holders as required by Rule .0311(2) of this Subchapter;

(b) supplemental eligible account holders as required by Rule .0311(4) of this Subchapter;

() members entitled to vote at the meeting called to consider the conversion as required by Rule

.0311(5) of this Subchapter;

(d) directors, executive officers, and employees, as permitted by Rule .0312(2) of this Subchapter;
and or
(e) eligible account holders, supplemental eligible account holders, and voting members as

permitted by Rule .0312(3) of this Subchapter.

25) (24) "Subsidiary" of a specified person shall mean a person controlled, directly or indirectly, through one or
more intermediaries by the specified person.

26) (25) "Supplemental eligible account holder" shall mean any person holding a qualifying deposit, except
executive officers, directors, and their associates, as of the supplemental eligibility record date required
by Rule .0311 of this Subchapter.

9 (26) "Underwriter" shall mean any person who has purchased from an applicant with a view to, or any
person who offers or sells for an applicant in connection with, the distribution of any security; or
participates or has a direct or indirect participation in the direct or indirect underwriting of any saeh
undertaking. Sueh-term [Undertaking] Underwriting shall not include a person whose interest is
limited to a commission from an underwriter or dealer not in excess of the usual and customary
distributors' or sellers' commission. The term "principal underwriter" shall mean an underwriter in
privity of contract with the applicant or other issuer of securities as to which he or she is the

underwriter.

History Note:  Authority G.S. 54C-33; 54C-53;
Eff. February 15, 4992. 1992;
Amended Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0104 is amended with changes as published in 31:23 2290 as follows:

04 NCAC 16G .0104 GENERAL REQUIREMENTS
(a) No application for conversion shall be approved by the administrater Commissioner of Banks unless:
(1) The conversion will shall be conducted as-previded-bylaw in compliance with G.S. 54B or G.S. 54C,
[as-applieable;] and this Subchapter and pursuant to a plan of conversion approved by the
administrator: Commissioner of Banks; and

2) The conversion w#H shall not result in a taxable reorganization under the Internal Revenue Code.
(b) e: The converted

savings bank shall be deemed to be a continuation of the savings basak institution so converted.

History Note: Authority G.S. 54C-33; 54C-53;
Eff. February 15, 4992. 1992;
Amended Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0106 is amended with changes as published in 31:23 2290 as follows:

04 NCAC 16G .0106 CONFIDENTIAL INFORMATION

Sheuld-the [Hfanr] An applicant desire-to-sabmitany that submits information as part of an application may request that
the information be it-deems-to-be ofa confidential nature regardingthe-answerto-any-ttem-or a-part-ofany exhibit
separately binding and labeling the information as beund-and-labeled “confidential;" [eonfidential] “confidential,” and a
statement shall be submitted therewith-briefly setting forth the grounds on which sueh the information should be treated
as confidential urder pursuant to G.S. 54C-60. Only general reference thereto-need to [sueh] the confidential information

shall be made in that portion of the application whieh that the applicant deems requests not to be confidential. The

Commissioner of Banks shall review the request of the applicant and determine if the documents are confidential

pursuant to G.S. 54C-60. Applications under this Subchapter shall be made available for inspection by the public, except

for portions whieh that are bound and labeled "confidential" and whieh that the Commissioner of Banks determines to be

of a-confidential natureunder confidential pursuant to G.S. 54C-60. The-administrator-wil-withheld-the publie

“confidential= Preliminary copies of proxy-soliciting materials shall be confidential regardless of whether they are
bound and labeled as “confidential.” The applicant wiH shall be advised of any decision by the administrator

Commissioner of Banks to make public information designated as "confidential" by the applicant. Even-thoughseetions

"

extentpermitted-by-G-5-54€-60; Notwithstanding the provisions of this Rule and to the extent permitted by G.S. 54C-

60, the Commissioner of Banks may comment on sueh the confidential submissions in any public statement in connection

with any decision e# regarding the application without prior notice to the applicant.

History Note: Authority G.S. 53C-2-7; 54C-33; 54C-53; {53C-2-7:}
Eff. January 15, 1992: 1992;
Amended Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0311 is amended with changes as published in 31:23 2291 as follows:

04 NCAC 16G .0311 REQUIRED PROVISIONS IN PLAN OF CONVERSION
The plan of conversion shall: [shal-inelude-the-foleowing:|

(1

2)

3)

4)

Provide that the converting savings basnk institution shall issue and sell its capital stock at a
total price equal to the estimated pro forma market value of sueh the stock in the converted
savings banl institution, based on an independent valuation, as provided in Rule .0717 of this
Subchapter.

Provide that each eligible account holder shall reeetve receive, without payment, [payment|
nontransferable subscription rights to purchase capital stock. Subscription rights shall be
allocated among the eligible account holders on an equitable basis in an amount not greater
than the maximum purchase limitation established for the public offering or the direct
community offering. The plan of conversion shall provide a comprehensive description of this
allocation including a detailed description of the allocation in the event of an oversubscription
of the capital stock. In the event of an oversubscription, shares shall be allocated on an
equitable basis that is related to the amount of the subscriber's qualifying deposits.

Provide that nontransferable subscription rights to purchase capital stock received by
executive officers and directors of the applicant and their asseetates associates, based on their
increased deposits in the applicant savings bank institution in the one-year period preceding
the eligibility record date date, shall be subordinated to all other subscriptions involving the
exercise of nontransferable subscription rights to purchase shares pursuant to Paragraph Item
(2) of this Rule.

Provide-that—in In plans involving an eligibility record date that is more than 15 months prior
to the date of the latest amendment to the application for conversion filed prior to the

administrater’'s Commissioner of Banks’ approval, provide that a supplemental eligibility

record date shall be determined whereby each supplemental eligible account holder of the
applicant shall reeeive receive, without payment, nontransferable subscription rights to
purchase capital stock in an amount related to histher his or her respective qualifying deposits.
(a) Subscription rights received pursuant to Paragraph Item (4) of this Rule shall be
subordinated to all rights received by eligible account holders to purchase shares
pursuant to Paragraphs Items (2) and (3) of this Rule.
(b) Any nontransferable subscription rights to purchase shares received by an eligible

account holder in accordance with Paragraph [tem (2) of this Rule shall be applied in
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(6)

partial satisfaction of the subscription rights to be distributed pursuant to this
Paragraph- Item.

(©) In the event of an oversubscription for supplemental shares pursuant to this
Paragraph; [tem, shares shall be allocated among the subscribing supplemental
eligible account holders on steh an equitable basis, related to the amounts of their
respective qualifying deposits, as may be provided in the plan of conversion.

Provide that voting members who are not either eligible account holders or supplemental

eligible account holders shall receive, without payment, nontransferable subscription rights to

purchase capital stock on an equitable basis defined in the plan of conversion. Subscription
rights received pursuant to this Paragraph Item shall be subordinated to all rights received by
eligible account holders and supplemental eligible account holders to purchase shares
pursuant to Paragraphs Items (2), (3), and (4) of this Rule. In the event of an
oversubscription of capital stock pursuant to this Paragraph; Item, shares shall be allocated
among the subscribing voting members on such equitable basis as may be provided in detail
in the plan of conversion.

Provide that any shares of the applicant not sold to persons with subscription rights shall

either be sold in a public offering through an underwriter or directly by the applicant in a

direct community offering, subject to the applicant demonstrating to the administrator

Commissioner of Banks the feasibility of the method of sale and te-sueh of conditions as may
be provided in the plan of conversion. Sueh-conditions Conditions shall-inelude, but-netbe
limited-to: may [inelude:| include the following:

(a) A-conditionlimiting [Eimiting| limiting purchases in the public offering or the direct

community offering by any person together with any associate or group of persons

acting in concert to a percentage of the total offering of shares not exceeding five

(i) any one or more tax-qualified employee stock benefit plans of the

applicant may purchase in the aggregate not more than ten percent of

the total offering of shares and shall be entitled to purchase that
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(7

®)

amount regardless of the number of shares to be purchased by other

parties; and
(ii) that shares held by one or more tax-qualified employee stock benefit

plans and attributed to a person shall not be aggregated with other

shares purchased directly by or otherwise attributable to that person.

(b) A-conditionrequiring [Requiring| requiring that orders for stock in any public

offering or direct community offering shall first be filled up to a maximum of two
percent of the conversion stock per order and thereafter remaining shares shall be
allocated on an equal number of shares basis per order until all orders have been filled-
filled;

(©) A-conditionrequiring-the [Requiring| requiring that stock to be offered and sold in
the public offering or the direct community offering te shall be offered and sold in a
manner requiring that will achieve the widest distribution of the steek: stock: or

(d) A-conditionthatany [Any| any direct community offering by the applicant shall give

a preference to natural-persens a person residing in the counties in which the

applicant has an office.
Provide that the number of shares whieh that any person together with any associate or group
of persons acting in concert may subscribe or purchase in the conversion shall not exceed five
percent of the total offering of shares; shares, except that any one or more tax-qualified
employee stock benefit plans of the applicant may purchase in the aggregate not more than 10
percent of the total offering of shares. Shares held by one or more tax-qualified or
non-tax-qualified employee stock benefit plans and attributed to a person shall not be
aggregated with shares purchased directly by or otherwise attributable to that person. For
purpose of this Paragraph; [tem the members of the converting savings bank's institution’s
board of directors shall not be deemed to be associates or a group of persons acting in concert
solely as a result of their board membership.
Provide that for a period of three years following the conversion no executive officer or
director or any associate of an executive officer or director shall purchase without the prior

written approval of the administrater Commissioner of Banks the capital stock of the

converted savings bank institution except from a broker or dealer registered with the Secretary
of State of North Carolina and/er or the Securities and Exchange Commission. This provision
shall not apply to negotiated transactions involving more than one percent of the outstanding

capital stock of the converted savings basnk institution or to purchases of stock made by and
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)

(10)

(11

(12)

(13)

(14)

(15)

(16)

held by any one or more tax qualified or non-tax-qualified employee stock benefit plans of the
applicant whieh that may be attributable to executive officers or directors.

Provide that the sales price of the shares of capital stock to be sold in the conversion shall be a
uniform price determined-in-accordance-with-Rule-0714-of this-Subehapter and specify the
underwriting and other marketing arrangements to be made to assure the sale of any shares not
sold in the subscription offering.

Provide that each deposit account holder of the converting savings bank institution shall

receive, without payment, a deposit account or accounts in the converted savings bank

institution equal in amount to the value of saeh the account holder's deposit account or accounts

in the converting savings bank: institution.
Provide for the establishment and maintenance of a liquidation account for the benefit of
eligible account holders and supplemental eligible account holders in the event of a subsequent
complete liquidation of the converted savings bank,-in-accordance-with-the-provisions-ef Rule
0314-of this-Seetion- institution.
Provide for an eligibility record date whieh that shall be not less than 90 days prior to the date
of adoption of the plan by the converting savings bank's institution’s board of directors.
Provide that the holders of the capital stock of the converted savings basnk institution shall

have exclusive voting rights.

Provide that the plan of conversion adopted by the applicant's board of directors may be
substantively amended by sueh the board of directors prior to the solicitation of proxies from
members to vote on the plan and at any time thereafter with the concurrence of the

administrater; Commissioner of Banks, and that the conversion may be terminated by the

board of directors at any time prior to the meeting of members called to consider the plan of
conversion and at any time thereafter with the concurrence of the administrator: Commissioner
of Banks.

Establish a time period within which the conversion must shall be completed prior to
termination. This time period shall-be-ret shall not be more than 12 months from the date the
members approve the plan of conversion. This time period may be extended an additional 12
months by a plan amendment.

Provide that all shares of capital stock purchased by directors and executive officers on
original issue in the conversion either directly from the applicant (by subscription or
otherwise) or from an underwriter of saeh shares, shall be subject to the restriction that such
shares shall not be sold for a period of not less than one year following the date of purchase,

[purehase] except in the event of death of the director or executive officer. The administrator
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(17)

(18)

(19)

(20)

e2y)

(22)

(23)

History Note:

Commissioner of Banks may grant permission for the transfer of restricted stock upon a

determination that the restriction imposes a substantial personal financial hardship on sueh the
individual due to changed unforeseeable circumstances outside the control of saeh the
individual.

Provide that, in connection with shares of capital stock subject to restriction on sale under

Paragraph [tem (16) of this Rule:

(a) Each certificate for such stock shall bear a legend giving appropriate notice of the
applicable restrictions;

(b) Appropriate-instraetions Instructions shall be issued to the transfer agent for the
converted savings bank's institution’s capital stock with respect to applicable
restrictions on transfer of any restricted stock; and

(©) Any shares issued as a stock dividend, stock split [sphit] split, or otherwise with
respect to any restricted stock shall be subject to the same restrictions as may apply to
the restricted stock.

Provide that the converting savings bank institution shall:

(a) use-its-best-effortste encourage and-assist a market maker to establish and maintain a
market for the securities issued in connection with the conversion; and

(b) use-its-best-effortsto list those shares issued in connection with the conversion on a
national or regional securities exehange exchange, or on the NASDAQ system.

Provide that the expenses incurred in the conversion shall be reasonable.

Contain no provision whieh that the administrator may-determine Commissioner of Banks

finds to be inequitable or detrimental to the applicant, its account holders or other savings

banks or to be contrary to the public interest.

Contain no provision whieh that the administrater Commissioner of Banks finds will harm the

community and public served by the savings bank: institution.

Provide that the converting savings bank shall not loan funds or otherwise extend credit on an
unsecured basis or upon the security of the savings bank's institution’s capital stock to any
person to purchase the capital stock of the converting savings bank: institution.

Provide that the savings bank institution may make scheduled discretionary contributions to a
tax-qualified employee stock benefit plan provided sueh the contributions do not cause the

savings bank institution to fail to meet its net worth requirements.

Authority G.S. 54C-33; 54C-53;
Eff. February 15, 1992;
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1 Amended Eff. November 1, 2017; May 3, 1993.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0312 is amended with changes as published in 31:23 2294 as follows:

04 NCAC 16G .0312 OPTIONAL PROVISION PROVISIONS IN PLAN OF CONVERSION

The plan of conversion may provide any eral of the following:

(1)

@)

3)

“4)

Fhatthe The applicant may commence the direct community offering or the public offering, or both,
concurrently with or at any time during the subscription offering. The subscription offering may be
commenced concurrently with or at any time after the mailing to members pursuantto-Rule-0607-of
this-Subehapter of the proxy statement authorized for use by the administrater- Commissioner of
Banks. The subscription offering may be closed before the meeting of the members held to vote on the
plan of conversion, provided that the offer and sale of capital stock shall be conditioned upon the
approval of the plan of conversion by the members-as-provided-in-Seetion-0600-of this-Subehapter:
members.

TFhat-direetors; Directors, executive officers, and employees of the converting savings basnk institution

shall receive, without payment, nontransferable subscription rights to purchase shares of capital stock,
to the extent that shares are available after satisfying the subscriptions of eligible account holders,
supplemental eligible account holders, and voting members provided for under Paragraphs Items (2),
(4) and (5) of Rule .0311 of this Section. The shares shall be allocated among directors, officers, and
employees on an equitable basis such as by giving weight to length of service, compensation, and
position, subject to the limitation in Paragraph Item (7) of Rule .0311 of this Section on the amount of
shares whieh that may be purchased by any person, asseetate-thereef; associate, or group of affiliated
persons or group of persons otherwise acting in concert.

Fhatany Any account holder receiving rights to purchase stock in the subscription offering shall also
receive, without payment, nontransferable subscription rights to purchase up to one percent of the total
offering of shares of capital stock, to the extent that sueh the shares are available after satisfying the
subscriptions provided for under Paragraphs Items (2), (4), and (5) of Rule .0311 of this Section,
subject to sueh conditions as may be provided in the plan of conversion. In the event of an
oversubscription for sueh the additional shares, the shares available shall be allocated among the
subscribing eligible account holders, supplemental eligible account holders, and voting members on
sueh an equitable basis; basis related to the amounts of their respective subscriptions, as may be
provided in the plan of conversion.

TFhat-the The applicant may require members to return by a reasenable date certain a postage-paid
written communication provided by the appheant applicant, requesting receipt of a subscription
offering eireulas; cicular or a preliminary or final offering circular in an offering pursuant to Paragraph
Item (10) of this Rule, in order to be entitled to receive an offering circular from the applicant;
provided, that the subscription offering or the offering pursuant to Paragraph Item (10) of this Rule
shall not be closed until 30 days after the mailing by the applicant to members of the postage-paid
written communication. If the subscription offering or the offering pursuant to Paragraph Item (10) of
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)

(6)

(M

®)

)

(10)

(11

(12)

this Rule is not commenced within 45 days after the meeting of members, any converting savings bank
institution adopting this optional provision shall transmit transmit, not more than 30 days prior to the
commencement of the subscription offering or the offering pursuant to Paragraph Item (10) of this Rule
to each member who had been furnished with proxy solicitation materials, written notice of the
commencement of the offering which-netiee that shall state that the converting savings bask institution
is not required to furnish an offering circular to a member unless the member returns by a reasenable
date certain the postage-paid written communication provided by the converting savings bank
institution requesting receipt of an offering circular.

TFhatthe The applicant may require eligible account holders and supplemental eligible account holders

who are not voting members pursuant-to-Rule-0608-of this-Subehapter to return by a reasenable date

certain a postage-paid written communication in accordance with the procedure established in

Paragraph Item (4) of this Rule.
Fhatany Any instgnifieant residue of shares of the converting savings basnk institution not sold in the

subscription effering-er offering, in a public effering offering, or direct community offering may be
sold in-such-othermanner as provided in the plan of conversion with the written consent of the

administrater- Commissioner of Banks.

TFhatthe The number of shares whieh that any person or group of persons affiliated with each other or
otherwise acting in concert may subscribe for in the subscription offering may be made subject to a
limit of not less than one percent of the total offering of the shares.

Fhatany Any person exercising subscription rights to purchase capital stock shall be required to
purchase a minimum number of shares shares, but the aggregate price for any minimum share purchase
shall not exceed five hundred dollars ($500.00).

TFhatthe The converted savings basnk institution shall issue and sell, in lieu of shares of its capital
stock, units of securities consisting of capital stock and long-term warrants or other equity securities, in
which event any reference in the provisions of this Subchapter to capital stock shall apply to suek units
of equity securities unless the context otherwise requires.

TFhatinstead Instead of a separate subscription offering, all subscription rights issued in connection
with the conversion shall be exercisable by delivery of preperly completed and executed order forms to
the underwriters or selling group for the public offering or pursuant to any other procedure, subject to

the applicant demonstrating to the administrator Commissioner of Banks the feasibility of the method

of exercising such right and to such conditions as shall be provided in the plan of conversion.

Fhatthe The administrator Commissioner of Banks may approve sueh other equitable provisions as

necessary to avert #minent injury to the converting savings bank: institution.

Fhatthe The proxy statement required authorized by Rule-0607-of this-Subehapter G.S. 54B-33 or

54C-33 may be in summary form, previded: provided the proxy meets the requirements £ 04 NCAC
16G-0512- requirements.
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(13)

(14)

by The date on which the summary proxy statement is mailed to members wiH shall be deemed

the date on which notice is givenforpurpeses-of Rule-0607of this-Subehapter: given.
Without the prior written consent of the administrator Commissioner of Banks, the meeting of

members shall not be held less than 20 days after the date on which the supplemental

information statement is mailed to requesting members.

Fhatn In the event that the converting institution is establishing a tax-qualified employee stock
ownership plan (ESOP) for the benefit of its employees, then notwithstanding the priorities established
under Subparagraphs Items (2), (4), and (5) of Rule .0311 of this Section, the plan of conversion may
provide that saeh the ESOP may purchase up to 10 percent of the aggregate shares offered in the
conversion prior to offering any shares to eligible account holders, supplemental eligible account
helders holders, or other voting members.

TFhat-eligible Eligible aceountholders account [helders;] holders shall be divided into two subcategories

for purposes of determining the aggregate number of shares of conversion stock allocated to be

purchased by sueh aceountholders account holders in each subcategory: those whose permanent
residence is within the market area of the converting institution and those whose permanent residence
is outside the market area of the converting institution. Fhe A plan of conversion that divides

[aceountholders] account holders into subcategories shall provide:

(a) That each eligible accountholder who resides within the applicant's market area shall receive
nontransferable subscription rights to purchase a number of shares based on sueh the
accountholder's qualifying deposit balance up to the maximum purchase limitation established
pursuant to Rule .0311(7) of this Seetien: Section, provided that the aggregate number of
shares of conversion stock to be allocated for purchase by eligible aceounthelders account
holders within the converting institution's market area shall equal that number of shares
(rounded to the nearest whole number) determined by multiplying the total number of shares
of stock to be sold in the offering times a fraction the numerator of which is the sum of
qualifying deposits held by eligible aceounthelders account holders residing inside the market

area and the denominator of which is the sum of all qualifying deposits.
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(b)

(©)

(d)

That each eligible aceeunthelder account holder who resides outside the applicant's market
area shall receive nontransferable subscription rights to purchase a number of shares based on

suech aceounthelder's the account holder’s qualifying deposit balance up to the maximum

purchase limitations established pursuant to Rule .0311(7) of this Seetien; Section, provided
that the aggregate number of shares of conversion stock to be allocated for purchase by
eligible aceounthelders account holders outside the converting institution's market area shall
equal that number of shares (rounded to the nearest whole number) determined by multiplying
the total number of shares of stock to be sold in the offering times a fraction the numerator of

which is the sum of qualifying deposits held by eligible aceeunthelders account holders

residing outside the converting institution's market area and the denominator of which is the
sum of all qualifying deposits.

Within each subcategory, a formula to be used in the event of an oversubscription for the
equitable allocation of shares of stock within saeh the subcategory whieh that relates to an
eligible aceountholder's account holder’s qualifying deposit balance.

For the purposes of this Paragraph; Hem; Item, a converting institution shall define its "market
area" to include each county in which it has an office and may include sueh additional
counties contiguous to those counties in which it maintains an effiee{regardless office,
regardless of whether such counties are in the State of North Carelina) Carolina. as-it-may

n LI

Authority G.S. 54B-33; 54C-33; 54C-53;
Eff. February 15, 1992;
Amended Eff. November 1, 2017; September 1, 1993; April 15, 1993.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0315 is amended with changes as published in 31:23 2296 as follows:

04 NCAC 16G .0315 MANIPULATIVE AND DECEPTIVE DEVICES
In the offer, sale, or purchase of securities issued incident to its conversion, no savings banls institution, erasny director,
executive officer, attorney, agent agent, or employee thereof shall:
(1) employ any device, scheme, or artifice to defraud; e
2) obtain money or property by means of any untrue statement of a material fact or any omission to state a
material fact necessary in order to make the statements made, in the light of the circumstances uader
whieh that they were made, not misleading; or
3) engage in any act, transaction, practice, or course of business whieh that operates or would operate as a

fraud or deceit upon a purchaser or seller.

History Note:  Authority G.S. 54C-33; 54C-53;
Eff. February 15, 4992. 1992;
Amended Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0509 is amended with changes as published in 31:23 2297 as follows:

04 NCAC 16G .0509 SOLICITATIONS TO WHICH RULES APPLY
This Section applies to every solicitation of a proxy from a member of a savings bank institution for the meeting at-which
that a plan of conversion will be voted upon, except the following:
(1) any solicitation made otherwise than on behalf of the management of the savings bank institution
where the total number of persons solicited is not more than 50; or
(2) any solicitation through the medium of a newspaper advertisement swhieh that informs members,
following approval of the plan of conversion, of a source from which they may obtain copies of a proxy
statement, form of proxy, or any other solicitation material and dees shall contain no more than:
(a) name the savings bank; [bank;] institution;
(b) state the reason for the advertisement; advertisement;

() identify the proposal or proposals to be acted upon by members; members; and

(d) urge members to vote at the meeting.

History Note: Authority G.S. 54B-33; 54C-33; 54C-53;
Eff. February 15, 4992. 1992;
Amended Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0510 is amended with changes as published in 31:23 2297 as follows:

04 NCAC 16G .0510 USE OF PROXY SOLICITING MATERIAL TO BE AUTHORIZED

Proxy solicitation material shall not be furnished to members or distributed until the material has been authorized, [in

writig;| in writing by the Commissioner of Banks. Proxy solicitation material authorized for use by the administrator

Commissioner of Banks shall be mailed to the members within 10 days of sueh authorization or within 10 days of the
date sueh that the material is declared effective by the Securities and Exchange Commission, if applicable, whichever is

later. The administrater Commissioner of Banks may extend approve in writing to extend suaeh the date upon a showing

that adherence to the +0-day 10-day rule would wesk cause a hardship upon the savings institution and that the delay;
delay ifapprevedin-writing; would not be disadvantageous to any interested party.

History Note: Authority G.S. 54B-33; 54C-33; 54C-53;
Eff. February 15, 1992;
Amended Eff. November 1, 2017; April 15, 1993.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0512 is amended with changes as published in 31:23 2297 as follows:

04 NCAC 16G .0512 REQUIREMENTS AS TO PROXY
(a) The form of proxy shall:
(1 indicate in bold face type whether the proxy is solicited on behalf of management;

(2) provide speetfically-designated blank spaces for dating and signing the proxys;
3) identify elearly-and-impartially each matter or group of related matters intended to be acted upon;

4) be elearly labeled "Revocable Proxy" in bold face type-efatleastt8peoint: type:

(5) describe any charter or state law regquirement restricting or conditioning voting by proxy;

(6) contain an acknowledgement by the person giving the proxy that the person has received a proxy
statement prior to signing the form of proxy;

(7 contain the date, time, and place of meeting, if practicable;

) provide, by a box or otherwise, a means whereby the person solicited is afforded an opportunity to
specify by ballot a choice between approval or disapproval of each matter intended to be acted upon;
and

9) indicate in bold face type how the proxy shall be voted on each suek matter if no choice is specified.

(b) No proxy obtained pursuant to the conversion shall confer authority to vote at any meeting other than the meeting, or
any adjournment thereof, to vote on the plan of conversion. A proxy may be deemed to confer authority to vote with
respect to matters incident to the conduct of sueh the meeting. If the plan of conversion is considered at an annual
meeting, existing proxies may be voted with respect to matters not related to the plan of eenversion-orinaccordance-with
(c) The proxy statement or form of proxy shall provide that the votes represented by the proxy will be voted. Where the
person solicited specifies by means of a ballot provided pursuant to Subseetion Subparagraph (a)(8) of this Rule a choice

with respect to any matter to be acted upon, the votes w4l shall be voted in accordance with the specifications. If no

choice is specified, the votes will shall be cast as indicated in bold face type on the form of proxy.

History Note: Authority G.S. 54C-33; 54C-53;
Eff. February 15, 4992. 1992;
Amended Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0513 is amended with changes as published in 31:23 2298 as follows:

04 NCAC 16G .0513 MATERIAL REQUIRED TO BE FILED
(a) An applicant shall file a preliminary copy of the proxy materials to be used by saeh the applicant as a part of the

application for conversion filed with the administrator: Commissioner of Banks.

&) (b) A copy of the proxy statement-and statement, a copy of the form of prexy proxy, and all other solicitation
material; material in the form in-which-sueh that the material is furnished to members; members shall be filed with or
mailed for filing to the administrater Commissioner of Banks not later than the date sueh the material is first sent or given

to members. All materials filed pursuant to this Paragraph shall be accompanied by a statement of the date en-whieh that

copies of sueh the materials are to be released to members.

€e) (c) All preliminary copies of material filed pursuant to Paragraphs{ay{b);and-(d) Paragraph (a) of this Rule shall be
elearly marked on the cover page "Preliminary Copy." Sueh-preliminary Preliminary copies shall be for the information

of the administrator Commissioner of Banks enly only. and shall net be-deemed available for public-inspeetion-exeep
that sueh [the| mater i

€6 (d) Unless requested by the administrater; Commissioner of Banks, copies of replies to inquiries from members and

copies of communications whieh that do no more than request that forms of proxy theretefere solicited be signed and
returned saeed shall not be filed pursuant to this Rule.

€2 () Where any proxy statement, form of prexy proxy, or other material filed pursuant to this Rule is amended or
revised, a copy of saeh the amended or revised material filed with the administrater Commissioner of Banks shall be

marked to indicate elearly-and-precisely—the all changes effected subsequent to the previous filing: filing, prior to use of

the amended or revised material.

History Note: Authority G.S. 54C-33; 54C-53;
Eff. February 15, 1992;
Amended Eff. November 1, 2017; April 15, 1993.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0515 is amended with changes as published in 31:23 2298 as follows:

04 NCAC 16G .0515 FALSE OR MISLEADING STATEMENTS

(a) Ne Any solicitation of a proxy by-the-applicantits-managementoranyotherpersen for the meeting to vote on the
plan of conversion by the applicant, its management, or any other person shall not contain be-made-by-means-ofany

proxy statement; form-of proxynotice-of meeting-or-other communieation; written or eral; oral statements, including
misleading statements by intentional omission or by misstatement, eentaining-any statement-which; [language,which] at

i ich that # when made is madesis false or misleading with respect

i i misleading: fact of the conversion.
(b) The fact that a proxy statement, form of proxy, or other solicitation material has been filed with or examined by the
administrator Commissioner of Banks and authorized for use shall not be deemed a finding by the Administrator
Commissioner of Banks that sueh the material is accurate or eemplete-er complete, not false or misleading, or that the

administrator Commissioner of Banks has passed upon the merits of or approved any proposal contained therein. No

representation to the contrary shall be made by any person.
(c) If a solicitation by management or the applicant violates any provision of this Rule, the administrater Commissioner

of Banks may require remedial measures measures, including:

(1) correction of any such violation by means of a retraction and new selieitation; solicitation;
(2) rescheduling of the meeting for a vote on the plan of eenversion; conversion; and or

3) any other actions the-administrator-may-deem that are appropriate under the circumstances in order to

ensure a fair vote.

History Note: Authority G.S. 54C-33; 54C-53;
Eff. February 15, 4992. 1992;
Amended Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0712 is amended with changes as published in 31:23 2299 as follows:

04 NCAC 16G .0712 GENERAL

€ No offer to sell securities of an applicant pursuant to a plan of conversion may be made prierto-appreval-by-the
administrator until the Commissioner of Banks ef has approved the plan of conversion and-unti-the-proxy-statement-has
been-authorized-foruse-by-the-administrator: and authorized the use of the proxy statement. No sale of securities may be
made except by means of a final offering circular whieh that meets the requirements of this Section and whieh that has

been deelared-effeetive approved by the administrater- Commissioner of Banks. Fheprovistons-ofthis This Rule shall

not apply to preliminary negotiations or agreements between an applicant and any underwriter or among underwriters

who are to be in privity of contract with the applicant.

History Note: Authority G.S. 54C-33; 54C-53;

Eff. February 15, 4992. 1992;
Amended Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0715 is amended with changes as published in 31:23 2299 as follows:

04 NCAC 16G .0715 PROHIBITED REPRESENTATIONS

cireular-effeetive: No representations may shall be made in any manner that the price information has been

approved by the administrater-er Commissioner of Banks, that the shares of capital stock sold pursuant to the
plan of conversion have been approved or disapproved by the administrater Commissioner of [Banks]| Banks

or that the administrater Commissioner of Banks has passed-apen opined on the accuracy or adequacy of any

offering circular covering sueh the shares.

History Note: Authority G.S. 54C-33; 54C-53;
Eff. February 15, 1992. 1992;
Amended Eff. November 1, 2017.

56



O o0 9 N Wk~ WD~

W NN NN N N N N N N o e e o e e e e e
(== RN e LY, B ~N VS B S R = NN SR N B Y B TS A \ R ]

Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0717 is amended with changes as published in 31:23 2300 as follows:

04 NCAC 16G .0717 PRICING MATERIALS

(a) In considering the pricing infermationrequired-under Rule-0714-of this-Seetion; information, the administrater
Commissioner of Banks will shall apply the following guidelines:

(1)  The the materials shall be prepared by persons independent of the applicant who are experienced and
expert in the area of corporate appraisal: appraisal;
(2)  The the materials shall contain a brief summary of data that is sufficient to support the conclusions
reached therein- [therein;] and
(3)  Teto the extent that the appraisal is based on the capitalization of the pro forma income of the converted
savings bank, the materials sust shall indicate the basis for determination of the income to be derived
from the proceeds of the sale of stock and demonstrate the appropriateness of the earnings multiple used,
including assumptions made as to future earnings growth. To the extent that the appraisal is based on a
comparison of the capital stock of the applicant with the outstanding capital stock of existing stock
savings banks, the existing stock savings banks must shall be reasenably comparable to the applicant in
terms of such factors as size, market area, competitive conditions, profit history, and expected future
earnings.
(b) In addition to the information required in Paragraph (a) of this Rule, the applicant shall submit information
demonstrating to the-satisfaction-of the administrater Commissioner of Banks the independence and expertise of any

person preparing materials under this Rule Rule. and-the-person-mustbe-aceeptable-intheserespeetsto-the
administrater: A person will shall not be considered as lacking independence for the reason that sueh the person will

participate in effecting a sale of capital stock under the plan of conversion or will receive a fee from the applicant for

services rendered in connection with suaeh the appraisal.

apphicantas-the administrator [Commissionerof Banks| mayrequest; including withoutlimitation;afull appraisal:

History Note: Authority G.S. 54C-33; 54C-53;
Eff. February 15, 4992. 1992;
Amended Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0718 is amended with changes as published in 31:23 2300 as follows:

04 NCAC 16G .0718 ORDER FORMS FOR PURCHASE OF CAPITAL STOCK

(a) Prempthyafter After the administrater Commissioner of Banks has deelared-effeetive authorized the offering circular
for the subscription offering, the applicant shall distribute order forms for the purchase of shares of capital stock in the
offering to all eligible account holders, supplemental eligible account holders (if applicable), voting members members,
and other persons who may subscribe for saeh shares of capital stock under the plan of conversion. If the applicant has
adopted in its plan of conversion the optional provisions set forth in Paragraphs Items (4), (5) or (10) of Rule .0312 of
this Subchapter, the applicant shall deliver order forms to the eligible account holders, supplemental eligible account
helders holders, and voting members who requested receipt of the offering circular.

(b) Each order form shall be accompanied or preceded by the final offering circular for the subscription offering or the
public effering-as-the-ease-maybe; offering and a set of detailed instructions explaining how to preperly complete the
order forms. The offering circular and order form instructions may be included in the same document.

(c) The maximum subscription price stated on each order form shall be the amount to be paid when the order form is
returned. The maximum subscription price and the actual subscription price shall be within the subscription price range
stated in the administrator's-approval-and-the-offeringeirenlar: offering circular approved by the Commissioner of Banks.
If either the maximum subscription price or the actual subscription price is not within saeh the approved subscription
price range, the applicant srast shall obtain the written consent of the administrater- Commissioner of Banks for the

change in price. H-appropriate-the-administrator Based on the magnitude of the difference the Commissioner of Banks
will may condition the amended approval by requiring a resolicitation of prexies-er proxies, order ferms forms, or both.

If the actual public offering price is less than the maximum subscription price stated on the order form, the actual
subscription price shall be correspondingly reduced and the difference shall be refunded to those who have paid the
maximum subscription priee; price unless the subscribers affirmatively elect to have the difference applied to the
purchase of additional shares of capital stock.

(d) Each order form shall be prepared so as to indicate to the person receiving it, in as simple, clear, and intelligible a
manner as possible, the actions whieh that are required or available to him or her with respect to the form and the capital
stock offered for purchase thereby. Speeifieally;-eaeh Each order form shall:

(1)  indicate the maximum number of shares whiehk that may be purchased pursuant to the subscription
offering;

(2)  indicate the period of time within-whieh that the subscription rights must be exercised, which peried-of
time shall not be less than 20 days and no more than 45 days following the date of the mailing of the
subscription offering order form;

3) state the maximum subscription price per share of capital stock;

(4)  indicate any requirements as to the minimum number of shares of capital stock whieh that must be
purchased,

(5)  provide a speeifieally designated blank space or spaces for indicating the number of shares of capital

stock whieh that the eligible account holder or other person wishes to purchase;
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(6)

(M
®)

)

indicate the manner of required payment and, if saeh the payment may be made by withdrawal from a
certificate of deposit, indicate that sueh the withdrawal may [ear] be made without penalty. If payment
is to be made by a withdrawal from a deposit account or certificate of deposit, a box to check shall be
provided;

provide speeifieally designated blank spaces for dating and signing the order form;

contain an acknowledgement by the account holder or other person signing the order form that the
person has received the final offering circular for the subscription offering prior to signing the order
form; and

indicate the consequences of failing to prepesly complete and return the order form, including a
statement that to which the subscription rights are nontransferable and w4l shall become void at the end
of the subscription period. The order form may, and the set of instructions shall, indicate the place or
places to-whieh that the order forms are to be returned and when the order forms shall be deemed to be

received.

(e) The order form may provide that it may shall not be modified without the applicant's consent after the order form has

been returned to the applicant. If payment is to be made by withdrawal from a deposit account or certificate of deposit,

the applicant may; may butneed-net; cause sueh the withdrawal to be made upon receipt of the order form. If sueh the

withdrawal is made at any time prior to the closing date of the public offering, the applicant shall pay interest to the

account holder on the amount withdrawn as if sueh the amount had remained in the account from which it was withdrawn

until the closing date.

History Note:

Authority G.S. 54C-33; 54C-53;
Eff. February 15, 4992. 1992;
Amended Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0720 is amended as published in 31:23 2301 as follows:

04 NCAC 16G .0720 PERIOD FOR COMPLETION OF SALE

period: complete all sales of stock within 45 days after the last day of the subscription period, unless the time period is

extended as provided in Rule .0722 of this Section.

History Note: Authority G.S. 54C-33; 54C-53;
Eff. February 15, 1992: 1992;
Amended Eff. November 1, 2017.
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History Note:

Permanent Amendment for Publication in the NCAC

04 NCAC 16G .0823 is amended with changes as published in 31:23 2302 as follows:

04 NCAC 16G .0823 ADDITIONAL FILING REQUIREMENTS
An applicant whose plan of conversion has been approved by the administrater Commissioner of Banks shall fulfill the

following requirements:

the-plan-ef-eonversion After the meeting of members called to consider the plan of conversion, the

applicant shall file with the Commissioner of Banks a certified copy of each resolution adopted at the
meeting relating to the plan of conversion, together with the following information:

(a) the total number of votes eligible to be east; cast;

(b) the total number of votes represented in person or by proxy at the meeting; meeting;

(©) the total number of votes cast in favor of and against each saeh matter; matter; and

(d) the percentage of votes necessary to approve each saeh matter.

The compilation of the votes cast at the meeting may be prepared by an independent public accountant or by an

independent transfer agent.

the-plan-ef-eonversion; After the meeting of members called to consider the plan of conversion, the

applicant shall file with the Commissioner of Banks an opinion of counsel to the effect that:
(a) the meeting of members was duly held in accordance with all requirements of applicable state
State and federal law and regulation;
(b)  all requirements of state-State and federal law applicable to the conversion have been complied
with; and
(©) if the savings bank has used proxies executed prior to the proxy solicitation required by Rule

.0511 of this Subchapter, the authority conferred by such proxies includes authority to vote on

this plan of conversion.

Authority G.S. 54C-33; 54C-53;
Eff. February 15, 1992 1992:
Amended Eff. November 1, 2017.

61



O o0 9 N Wk~ WD~

W W N N NN N NN NN N = = s s e s s e
—_— O 0 0 9 N R WD R, O O SN R W N = O

Permanent Amendment for Publication in the NCAC

04 NCAC 16H .0101 is amended with changes as published in 31:23 2302 as follows:

04 NCAC 16H .0101 DEFINITIONS
As used in this Subchapter, unless-the-contextotherwiserequires;the-term: the words and phrases defined by G.S. 54C-4

and the following definitions apply:

()

2)

3)

“

@

6) (2

# ©

® @D

History Note:

62

"Savings institution" means shall mean all savings institutions converting, srerging merging, or
consolidating pursuant to G.S. 54B-44 or G.S. 54C-45 and this Subchapter.

"Consolidation" means shall mean a supervisory acquisition pursuant to G.S. 54B-44 or G.S. 54C-45
and this Subchapter.

"Merger" means shall mean a supervisory merger pursuant to G.S. 54B-44 or G.S. 54C-45 and this
Subchapter.

"Plan-ef conversion' means [shall-mean| a-detatled-outline of theterms;-conditions-and procedure-of
"Plan of merger" or "plan of consolidation" seans shall mean a detailed outline of the terms, eenditions
conditions, and procedure of combining one savings institution, by merger or consolidation, with
another savings institution.

"Short form conversion" means shall mean a supervisory conversion of a savings institution from
mutual to stock form of ownership, pursuant to G.S. 54B-44 or G.S. 54C-45 and this Subchapter.
"Combination merger and conversion" means shall mean a supervisory conversion of a savings
institution from mutual to stock form of ownership combined with a supervisory merger, pursuant to
G.S. 54B-44 or G.S. 54C-45 and this Subchapter.

"Plan of combination merger and conversion" measns shall mean a detailed outline of the terms,
eenditions conditions, and procedures of the short form conversion of a savings institution from mutual
to stock form of ownership and combining the savings institution, by merger, with another savings

institution.

Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on March 31,
1992;

Statutory Authority G.S. 54B-44; 54C-45;

Eff. December 1, 1981;

Amended Eff. November 1, 2017; February 15, 1992; July 1, 1990; October 1, 1982.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16H .0103 is amended with changes as published in 31:23 2303 as follows:

04 NCAC 16H .0103 NOTICE TO SAVINGS INSTITUTION

The Administrater Commissioner of Banks shall give written notice to the Board of Directors of a savings institution as
to-whieh when a finding is made pursuant to G.S. 54B-44 or G.S. 54C-45. Sueh The notice shall set forth the basis for
sueh the finding and shall authorize or require the Beard-efDireetors board of directors to adopt a plan of conversion, a
plan of merger or consolidation, a plan of combination merger and eenversion-with-anethersavings-institution
conversion, or based upon the interest of the depositors, the institution, and the general public, any other action specified
by the Administrator: Commissioner of Banks. The Administrator Commissioner of Banks may specify provisions whieh
that shall be included in the plan.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-44; 54C-45;
Eff. December 1, 1981;
Amended Eff. November 1, 2017; February 15, 1992; November 1, 1985; October 1, 1982.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16H .0104 is amended with changes as published in 31:23 2303 as follows:

04 NCAC 16H .0104 ADOPTION OF PLAN
Within-such-time-as-the Administrator The [Commissionerof Banks| shall speeifys-the Beard-ef Direetors board of

directors shall adopt a plan of conversion, merger, consolidation, combination merger and eenversion conversion, or any

other action as authorized or required by the Administrater. Commissioner of Banks. A plan of conversion, merger,
consolidation, combination merger and eenversion conversion, or any other action adopted pursuant to this Rule shall be

submitted to the Administrater Commissioner of Banks for his approval.

History Note: Authority G.S. 54B-44; 54C-45;
Eff. December 1, 1981;
Amended Eff. November 1, 2017; November 1, 1985; October 1, 1982.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16H .0105 is amended with changes as published in 31:23 2303 as follows:

04 NCAC 16H .0105 APPROVAL BY ADMINISTRATOR COMMISSIONER OF BANKS

The savings institution shall submit to the Administrater Commissioner of Banks for his review an executed copy of the
savings institution's proposed articles of incorporation, articles of merger or eenselidation consolidation, or evidence of

sueh other actionas-the Administrator [Commissionerof Banks| deems-appropriate: action. Upon finding that all

requirements of the short form conversion, merger, consolidation, combination merger and eenversion conversion, or
other action have been satisfied, the Administrater Commissioner of Banks shall certify to the Secretary of State that ke
has-appreved the certificate of incorporation, articles of merger or eenselidation consolidation, or evidence of other

action has been approved for filing in the Office of the Secretary of State.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-44; 54C-45;
Eff. December 1, 1981;
Amended Eff. November 1,2017; February 15, 1992; November 1, 1985; October 1, 1982.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .0702 is amended with changes as published in 31:23 2303 as follows:

04 NCAC 161 .0702 DEFINITIONS AND OTHER TERMS
As used in this Subchapter, unless-the-contextotherwiserequires;the-term: the words and phrases defined by G.S. 54C-4

and the following definitions apply:

(1) "Acquisition" means shall mean a transaction in which a person or holding company acquires control
of a stock savings institution by means of an exchange of its capital stock for the capital stock of the
stock savings institetien; institution or by means of a purchase of the capital stock of the stock savings
institution.

(2) "Applicant" means shall mean a person or holding company whieh that has filed with the Administrater

Commissioner of Banks any an application uader pursuant to this Subchapter.

3 "Holding Company" means any company whieh that directly or indirectly controls a savings institution

or controls any other company whieh that is a holding company of a savings institution.

(4) [} "Person" ineludes shall mean an individual or group acting in concert, a corporation, a partnership, an

association, a joint stock company, a trust, an unincorporated organization similar company, or a

syndicate.

) [)] (5) "Plan of Reorganization" means shall mean a plan duly adopted in accordance with the
requirements of G.S. 54B-261 or 54C-195 and this Subchapter that; that te-thesatisfaction-ofthe
Administrator, [ Commissionerof Banks;]| sets out all relevant terms and conditions pertaining to a
stock savings institution's reorganization of its ownership to provide for a holding company.

A [65)] (6) "Registrant” means shall mean any holding company whieh that has filed a registration statement
with the Administrater Commissioner of Banks sader pursuant to this Subchapter.

8) [(6)] “Helding Company' - means-any-company-which [that] direetly-orindireetly-controls-a-savings
| | hich [that] is-a holdi :

©) (7) "Tax Free Exchange" means shall mean an exchange of stock whieh that would result in no tax
consequences to the holding company, the stock savings institatien institution, and its stockholders

under state State or federal law.
History Note:  Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on

March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-261; 54B-262; 54C-53; 54C-195; 54C-196;
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Eff. July 1, 1983;
Amended Eff. November 1, 2017; February 15, 1992; July 1, 1990; November 1, 1985.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .0703 is amended with changes as published in 31:23 2304 as follows:

04 NCAC 161 .0703 STANDARDS FOR APPROVAL OF ACQUISITION: DUTIES AND CONDUCT
) A savings institution may be controlled by a person or a holding company. Fhe-Administrator In evaluating an

application for control, the Commissioner of Banks shall determine-thatthe person-o

consider:

(1) [Whether] whether the person or holding company is qualified by character, experience, and financial

responsibility to control the savings institution in a legal and responsible manner;

(2) the applicant's financial and managerial resources;

(3) the organizational structure and future prospects and plans of both the applicant and the savings institution;

and

(4) whether the business and activities of the applicant, or its officers and directors, or any other person

controlling, controlled by, or associated with the applicant by having a common controller, would create a

material deterioration of confidence in the safety, soundness, and financial integrity of the institution to be

controlled.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 53-227.1; 54B-43; 54B-55; 54B-261; 54B-262; 54C-53; 54C-195; 54C-196;

Eff. July 1, 1983;
Amended Eff. November 1, 2017; February 15, 1992; July 1, 1990; November 1, 1985.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .0801 is amended with changes as published in 31:23 2304 as follows:

04 NCAC 161 .0801 PRIOR WRITTEN APPROVAL REQUIRED FOR-ACQUISFHONS

) A person or holding company shall not acquire control of any savings institution without having filed with the

Administrator Commissioner of Banks an AequisitionApplication application as-preseribed-by-the- Administrator;
[CommissionerefBanks;| and without the written approval of the Administrater Commissioner of Banks after

consideration of the application and any amendments-therete- amendments. The application shall contain identifying

information for the applicant and the information set forth in the Interagency Notice of Change in Bank Control. The

Interagency Notice of Change in Bank Control is hereby incorporated by reference, including subsequent amendments or

editions, and may be found free of charge as follows: https://www.fdic.gov/formsdocuments/interag2.pdf

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;

Statutory Authority G.S. 54B-55; 54B-261; 54B-262; 54C-53; 54C-195; 54C-196;
Eff. July 1, 1983;
Amended Eff. November 1, 2017 February 15, 1992; July 1, 1990.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .0802 is amended with changes as published in 31:23 2305 as follows:

04 NCAC 161 .0802 APPLICATION FEES: FILINGS

An AequisitionApplieation application may be obtained from the Bivisien Office of the Commissioner of Banks at its
mailing address specified in 04 NCAC 03A .0101. Applications shall be accompanied by an application fee in the
amount prescribed by the fee schedule specified in [84NCACO3IC1661-] 04 NCAC 03C .1601(a)(4). Sueh-The fee will
be-paid-by-cheekand is shall be non-refundable.

History Note: Authority G.S. 54B-55; 54B-57; 54B-261; 54B-262; 54C-53; 54C-195; 54C-196;
Eff. July 1, 1983;
Amended Eff. November 1, 2017; July 1, 1990; August 1, 1984.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .0803 is amended with changes as published in 31:23 2305 as follows:

04 NCAC 161 .0803 CONFIDENTIAL INFORMATION
Sheuld-an An applicant desire-to-sabmitany that submits information may request that the information it-deems-te be ofa

confidential rature regarding the answer to any item or a part of an exhibit included in any application for filing under
pursuant to this Subchapter, such [the] infermationpertainingto such-item-orexhibit [items-orexhibits| shallbe by
separately binding and labeling the information as beund-and-labeled “econfidential'; “confidential” and a statement shall
be submitted therewith briefly setting forth the grounds on which sueh [reasens-that]| the information should be treated as
confidential: confidential pursuant to G.S. 54B-63, 54B-63.1. or 54C-60. Onlygeneralreference-thereto-need-be-made-in

hat portion-of the application which the applicant deems not to-be confidential. Applicationsfor filings Filings under
pursuant to this Subchapter shall be made available for inspection by the public, except for portions whieh that are bound
and labeled "confidential" and whieh that the Administrater Commissioner of Banks determines to be withheldfrom

publie-availability beeause-of their confidential nature under pursuant to the provisions of G.S. 54B-63 54B-63, 54B-

63.1, or 54C-60 unless-the Administrator [Commissionerof Banks] is-compelled-torelease-the-information pursuantte
54B-63 [54B-63,-54B-63-L] or 54C-60.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-63; 54B-63.1; 54B-261; 54B-262; 54C-53; 54C-60; 54C-195;
54C-196;
Eff. July 1, 1983;
Amended Eff. November 1, 2017; February 15, 1992; July 1, 1990.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .0901 is amended with changes as published in 31:23 2305 as follows:

04 NCAC 161 .0901 REQUIRED ACQUISIHON APPLICATION

A stock savings institution may be controlled by a holding company by means of a plan of reorganization. Fhis-maybe
accomplished-by-filing-with-the Administrator An applicant shall file one manualy-signed executed copy of an
AequisitionApplication: [Applieation] application with the Commissioner of Banks. For the purposes of filing the

application, the applicant shall be considered a holding company, even though it may not yet control a stock savings

institution.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-261; 54B-262; 54C-53; 54C-195; 54C-196;
Eff. July 1, 1983;
Amended Eff. November 1,2017; February 15, 1992; July 1, 1990.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .0902 is amended with changes as published in 31:23 2305 as follows:

04 NCAC 161 .0902 ACQUISITION PROCEDURE

(a) Upon determining that an Aeguisition-Appheation application is preperly executed and is not materially incomplete,
the Administrater Commissioner of Banks shall eensider-the-appheationfiled: process the application. The application
shall include a Plan of [Reerganization]| Reorganization. If the Plan of Reorganization is not approved, the Administrator
Commissioner of Banks shall notify the applicant efsueh; and state the reasons for its disapproval. Fhe-Administrator

(b) If the Administrater Commissioner of Banks approves the Plan of Reorganization, the applicantshall-be-netified-
Commissioner shall notify the applicant. Fhereafter;a A regular or special meeting of the stockholders of the subjeet

savings institution shall be called to approve reorganization of ownership of the savings institution to provide for

ownership by a holding company after advance written notice to the stockholders of not less than 20 days specifying the

time, place, and purpose for ealingef the meeting. Notice shall be published in at least one newspaper of general

circulation in each county where the savings institution has an office. After publication of the notice, the applicant shall

file a copy of the notice with the Commissioner of Banks. The applicant shall file the publisher's affidavits with the
Administrator Commissioner of Banks to confirm the publication of notice.
(c) The results of the stockholder's meeting shall be confirmed to the Administrator Commissioner of Banks by filing

attested minutes of the meeting. If the stockholders approve reorganization of ownership of the savings institution to
provide for ownership by a holding company, the Administrater Commissioner of Banks shall enter his a final order
approving the reorganization.

(d) The Administrater Commissioner of Banks may waive or alter any requirements set forth in this Rule upon a finding
that compliance would work an undue financial hardship on the applicant, would adversely affect the safe-and-sound

operation of the applicant, or would have an unintended negative impact upon the public or the applicant.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-261; 54B-262; 54C-53; 54C-195; 54C-196;
Eff. July 1, 1983;
Amended Eff. November 1, 2017; February 15, 1992; July 1, 1990.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .1002 is amended with changes as published in 31:23 2305 as follows:

04 NCAC 161 .1002 FOREIGN APPLICANTS
€ If the applicant is a corporation for profit or having & capital stock, but not created under any general or special act of

the State of North Carolina, then that corporation shall procure a Certificate of Authority from the Secretary of State

under the provisions of Article 15 of Chapter 55 of the North Carolina General Statutes; Statutes before it shall be
approved by the Administrater Commissioner of Banks to obtain control of a stock savings institution. The applicant

shall file a copy of the Certificate of Authority from the Secretary of State te as evidence this: of compliance. H-+the

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-55; 54C-53; 54C-195; 54C-196;

Eff. July 1, 1983;
Amended Eff. November 1, 2017; February 15, 1992; September 1, 1983.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .1003 is amended with changes as published in 31:23 2306 as follows:

04 NCAC 161 .1003 ACQUISITION PROCEDURE

(a) Upon determining that an Aeguisition-Appheation application is preperly executed and is neotmaterially-incomplete;
complete, the Administrator Commissioner of Banks shall eensiderits-approval: process the application. If the
application is not approved, the Administrater Commissioner of Banks wiH shall notify the applicant efsueh; and state

the reasons for its disapproval. The-Administrator-may-inchade-advice to-the-applicantas-to-what-may-berequired by

(b) If the Administrater Commissioner of Banks approves the application, the applicant shall be notified. Sueh-netice
Netiee The notice shall include any requirements or stipulations the Admintstrater Commissioner of Banks may make-as
conditions-ofappreval: require prior to the applicant’s execution of the acquisition.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-261; 54B-262; 54C-53; 54C-195; 54C-196;
Eff. July 1, 1983;
Amended Eff. November 1, 2017; February 15, 1992; July 1, 1990; June 1, 1988.
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Permanent Repeal for Publication in the NCAC

04 NCAC 161 .1101 is repealed with changes as published in 31:23 NCR 2306 as follows:

04 NCAC 161 .1101 REGISTRATION

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Authority G.S. [63-22%;] 54B-55: 54B-261; 54B-262; 54C-53; 54C-195; 54C-196;
Eff. July 1, 1983;
Amended Eff. February 15, 1992; July 1, 1990; November 1, 1985.
Repealed Eff. November 1, 2017.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .1102 is amended with changes as published in 31:23 2306 as follows:

04 NCAC 161 .1102 SUPERVISION

(a) Officers, directors, and employees of holding companies have the same duties and responsibilities, express or
implied, as officers, directors, and employees of savings institutions.

(b) Each registrant holding company shall be subject to sach examinations [examination:| examination by the Office of
the Commissioner of Banks. as-the-Administrator-may-preseribe: The cost of sueh examinations examination shall be

assessed-againstand paid by sueh the registrant: holding company.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-57; 54B-261; 54B-262; 54C-53; 54C-195; 54C-196;
Eff. July 1, 1983;
Amended Eff. November 1, 2017; February 15, 1992; July 1, 1990; November 1, 1985.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .1104 is amended with changes as published in 31:23 2306 as follows:

04 NCAC 161 .1104 FILING AND APPROVAL: AMENDMENTS TO ARTICLES AND BYLAWS
(a) Prior to any filing with the Secretary of State of the State of North Carolina, a holding company sl shall file with

the Administrater Commissioner of Banks copies of any proposed amendment to its articles of incorporation. The

Administrator Commissioner of Banks must give his or her approval to the content and form of saeh the proposed

amendments.
(b) Before any amendments to the bylaws of a holding company eas shall become effective, a eertified copy of sueh the
amendments shall be filed with and approved by the Adwministrator:- Commissioner of Banks. In-the-eventofthefatlure

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-261; 54B-262; 54C-53; 54C-195; 54C-196;
Eff. July 1, 1983;
Amended Eff. November 1, 2017; February 15, 1992; July 1, 1990.
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Permanent Amendment for Publication in the NCAC

04 NCAC 161 .1105 is amended with changes as published in 31:23 2306 as follows:

04 NCAC 161 .1105 REPORTS
€& Each registrant shall file simultaneously with the Administrater Commissioner of Banks copies of any filings,

documents, statements statements, or reports required to be filed with the apprepriate federal regulatory authority.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-261; 54B-262; 54C-53; 54C-195; 54C-196;
Eff. July 1, 1983;
Amended Eff. November 1, 2017; February 15, 1992; July 1, 1990.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16K .0101 is amended with changes as published in 31:23 2307 as follows:

04 NCAC 16K .0101 DEFINITIONS

For purposes of this Section:

History Note:

80

(1)

@)

3)

“4)

)

(6)

(7

®)

)

"Account" means shall mean the trust, estate estate, or other fiduciary relationship that has been
established with a savings institution.

"Custodian Under the Uniform Transfers to Minors Act" means shall mean an account established
pursuant to the North Carolina Uniform Transfers to Minors Act eentainred codified in Chapter 33A of
the North Carolina General Statutes.

"Fiduciary" means shall mean a savings institution undertaking to act alone or jointly with others for

the benefit of another in all matters connected with its undertaking and includes acting as trustee;

executor, administrator, guardian, receiver, managing agent, registrar of stocks and bonds, escrow,

transfer or paying agent, trustee of employee pension, welfare and profit sharing trusts, and any other

similar capacity.
"Fiduciary Records" means shall mean all matters that are written, transcribed, recorded, received

received, or otherwise coming into the possession of a savings institution and are necessary to preserve

information concerning the actions and events relevant to the fiduciary activities of the savings
institution.

"Guardian" means shall mean the guardian; eonservater; conservator or committee of the estate of an
infant, an incompetent individual, or a competent individual over whose estate a court has taken
jurisdietion; jurisdiction other than under bankruptcy or insolvency laws.

"Investment Authority" smeans shall mean the responsibility conferred by action of law or a provision
of an appropriate governing instrument to make, seleet select, or change investments, review
investment decisions made by others, or to provide investment advice or counsel to others.
"Managing Agent" means shall mean the fiduciary relationship assumed by a savings institution upon
the creation of an account whieh that names the savings institution as agent and confers investment
discretion upon the savings institution.

"Trust Department" means shall mean that group or groups of officers and employees of a savings
institution te-whem-are-assigned-the performanee who perform ef-fiduciary services by the savings
institution.

"Trust Powers" means shall mean the power to act in any fiduciary capacity authorized under this

Section.

Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;



Statutory Authority G.S. 54B-55; 54B-77; 54C-53; 54C-146;
Eff. November 1, 1982;
Amended Eff. November 1, 2017; February 15, 1992,
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Permanent Amendment for Publication in the NCAC

1 04 NCAC 16K .0102 is amended with changes as published in 31:23 2308 as follows:
2
3 04 NCAC 16K .0102 APPLICATIONS
4 (a) A savings institution desiring to exercise fiduciary powers shall file-with submit to the Administrator Commissioner
5 of Banks an-applieation a letter indicating which trust services it wishes to effer-andproviding the-information-necessary
6 to-make-the-determinations-under offer, together with the information required under Paragraph (b) of this Rule.
7 (b) Inadditionto-any-otherfacts-oreireumstances;the- Administrator; The Commissioner of Banks, in passing-tpen
8 determining whether to [appreve] an-applicationte authorize the exercise of trust powers, swill shall consider the
9 following:
10 (1) the financial condition of the savings institution, provided that in no event shall trust powers be granted
11 to a savings institution if its financial condition is such that the savings institution does not meet the
12 requirements of the apprepriate federal regulatory authority;
13 2) the general character and ability of the management of the savings institution;
14 3) the nature of the supervision to be given to the fiduciary activities, including the qualifications,
15 experienee experience, and character of the proposed officer or officers of the trust department; and
16 4) whether the savings institution has available legal counsel to advise and pass-upen review fiduciary
17 matters when necessary.

18 (c) Approval by the Administrater Commissioner of Banks of an application under this Section authorizes the applicant
19 to exercise only those trust powers specified in the approval. Unless-otherwiseprovided-by-the-approvalfidueiary

20 . N PR i . . L

21

22 History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on March 31,
23 1992;

ery ec h ed-onthoset1 2 n tho AR o
v d G Y0 San e y O O S PP atioh-

24 Statutory Authority G.S. 54B-55; 54B-77; 54C-53; 54C-146;
25 Eff. November 1, 1982;
26 Amended Eff. November 1, 2017; February 15, 1992,
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Permanent Amendment for Publication in the NCAC

04 NCAC 16K .0103 is amended with changes as published in 31:23 2308 as follows:

04 NCAC 16K .0103 CONSOLIDATION OR MERGER OF TWO OR MORE SAVINGS INSTITUTIONS

When two or more savings institutions consolidate or merge, and any one of sueh the savings institutions hkas; prior to

sueh the consolidation or merger,

foree-atthe-time-of the-conseolidationormerger; has a [eurrentand] valid approval [ferm] from the Commissioner of

Banks to exercise trust powers, the rights existing under steh the approval shall pass to the resulting savings institution

asprovidedin G-S—36A 37 forothereorporate-trustees: institution.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on March 31,
1992;
Statutory Authority G.S. 54B-55; 54B-77; 54C-53; 54C-146;
Eff. November 1, 1982;
Amended Eff. November 1, 2017; February 15, 1992,
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Permanent Amendment for Publication in the NCAC

04 NCAC 16K .0104 is amended with changes as published in 31:23 2308 as follows:

04 NCAC 16K .0104 ADMINISTRATION OF TRUST POWERS
(a) The Beard-efDireetors board of directors is shall be responsible for the preper exercise of fiduciary powers by the

savings institution. All matters pertinent therete; including the determination of policies, the investment and disposition
of property held in a fiduciary capacity, and the direction and review of the actions of all officers, employees, and
committees utilized by the savings institution in the exercise of its fiduciary powers, are shall be the responsibility of the
Beard: board of directors. In discharging this responsibility, the Beard-ef Direetors board of directors may assign, by
action duly entered in the minutes, the administration of sueh-of the savings institution's trust powers as-it-may-econsider

properto-assign; to sueh directors, officers, employees, or committees-as-itmay-designate- committees.
(b) No fiduciary account shall be accepted without the prior approval of the Beard;-er-efthe board of directors, officers,

or committees to whom the Beard board of directors may have assigned the performance of that responsibility. A written
record shall be made of sueh the acceptances and of the relinquishment or closing out of all fiduciary accounts. Upon the
acceptance of an account for which the savings institution has investment responsibilities, a prempt review of the assets
shall be made. The Beard board of directors shall also ensure that at least once during every calendar year thereafter; and
within 15 months of the last review, all the assets in each fiduciary account fer over which the savings institution has
investment responsibilities are shall be reviewed to determine the advisability of retaining or disposing of such assets.
The Beard-efDireetors board of directors shall act to ensure that all investments have been made in accordance with the
terms and purposes of the governing instrument.

(c) The trust department may stilize use personnel and facilities of other departments of the savings institution, and other
departments of the savings institution may utilize use personnel and facilities of the trust department only to the extent
not prohibited by North Carolina law.

(d) Every savings institution exercising trust powers shall adopt written policies and procedures to ensure that the federal
securities laws are complied with in connection with any decision or recommendation to purchase or sell any security.
Sueh The policies and procedures, in-partiealar; shall ensure that the savings institution's trust department shall not use
material inside information in connection with any decision or recommendation to purchase or sell any security.

(e) Every savings institution exercising fiduciary powers shall designate, employ, or retain legal counsel who shall be
readily available to pass-upen review fiduciary matters and to advise the savings institution and its trust department.

(f) The directors, officers, and employees of a savings institution engaged in the operation of a trust department shall
acquire sueh additional bond coverage as the Administrater Commissioner of Banks may require.

g) The savings institution shall comply with rules applicable to State Trust Entities in 04 NCAC 03D and the FDIC

Statement of Principles on Trust Department Management, which is hereby incorporated by reference and shall include

any later amendments and editions of the referenced material available free of charge, at the time of publication, at:

https://www.fdic.gov/news/news/inactivefinancial/1998/£i198100b.html.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
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Statutory Authority G.S. 54B-55; 54B-77; 54C-53; 54C-146;
Eff. November 1, 1982;
Amended Eff. December 1, 2017; February 15, 1992,
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Permanent Amendment for Publication in the NCAC

04 NCAC 16K .0105 is amended with changes as published in 31:23 2308 as follows:

04 NCAC 16K .0105 BOOKS AND ACCOUNTS
(a) Every savings institution exercising trust powers shall keep its fiduciary records separate and distinct from other

records of the savings institution.

[CommissionerofBanks:] The fiduciary records shall contain full information relative to each account. The record

retention schedule set forth in 4 NEACH6D-0302and 4 NCACIH6E-0302 04 NCAC 03D .0303 shall apply to the

fiduciary records of a savings institution exercising trust powers.
(b) Every savings institution shall keep an-adeguate a record of all pending litigation to which it is a party in connection

with its exercise of trust powers.

History Note:  Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-77; 54C-53; 54C-146;
Eff. November 1, 1982;
Amended Eff. November 1, 2017; February 15, 1992.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16K .0107 is amended with changes as published in 31:23 2309 as follows:

04 NCAC 16K .0107 FUNDS AWAITING INVESTMENT OR DISTRIBUTION

(a) Fuends Unless prohibited by the instrument creating the trust, funds held in trust by a savings institution, including

managing agency accounts, awaiting investment or distribution may; may unless-prohibited-by-the-instrument-ereatingthe
trast; be deposited in other departments of the savings tnstitation; provided-the institution. The savings institution shall first

set aside under control of the trust department collateral security of a kind and in an amount as specified in G-S-—36A-63(b)
GS G.S. 53-163.1(b) for funds held in trust by a bank, except that no saeh collateral shall be required to the extent that saeh
the funds are insured by an agency of the United States government.

(b) Any funds held by a savings institution as fiduciary awaiting investment or distribution and deposited in other

departments of the savings institution shall be made-produetive: placed in an interest-bearing account.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on March 31,
1992;
Statutory Authority G.S. 54B-55; 54B-77; 54C-53; 54C-146;
Eff. November 1, 1982;
Amended Eff. November 1, 2017; February 15, 1992; July 1, 1990.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16K .0108 is amended with changes as published in 31:23 2309 as follows:

04 NCAC 16K .0108 INVESTMENT OF FUNDS HELD AS FIDUCIARY

(a) Funds held by a savings institution in a fiduciary capacity shall be invested in accordance with the instrument
establishing the fiduciary relationship. When sueh the instrument does not specify the character or class of investments
to be made and does not vest in-the-savings-institation;its-directors;or-its-officers investment discretion in the matter in
the savings institution, its directors, or its officers, funds held pursuant to sueh the instrument shall be invested in

accordance with Artiele +-of Chapter36A Article 7 of Chapter 32 of the North Carolina General Statutes.

(b) A savings institution appointed as a fiduciary by a court may invest funds of the account in any investment permitted

to be made by fiduciaries by Attiele -of Chapter 36A Article 7 of Chapter 32 of the North Carolina General Statutes;

Statutes unless the appointing court limits the investment authority of the fiduciary. If the investment authority of the
fiduciary is limited by the court, the savings institution sast shall make all investments of funds in saeh these accounts
by consistent with the terms of the order of that court. Sueh The orders in either case shall be preserved with the

fiduciary records of the savings institution.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-77; 54C-53; 54C-146;
Eff. November 1, 1982;
Amended Eff. November 1, 2017; February 15, 1992,

88



O o0 9 N Lk~ W N~

W W N N NN N NN NN N~ = s e e s s e
—_— O O 0 9 N R WD R, O O SN R W N = O

Permanent Amendment for Publication in the NCAC

04 NCAC 16K .0109 is amended with changes as published in 31:23 2309 as follows:

04 NCAC 16K .0109 SELF-DEALING

(a) Unless authorized by the instrument creating the relationship; relationship or [te] by court order, property held by a
savings institution as fiduciary shall not be sold or transferred, by loan or otherwise, to the savings institution or its
affiliates; or the directors, executive officers, or employees of either of them; or to individuals with whom there exists
such a eonneetion; connection or organizations in which there exists sueh an interest; interest as might affect the exercise
of the best judgment of the savings institatien; institution in selling or transferring saeh the property, except:

(1) In in cases in which the savings institution has been advised by its counsel in writing that it has
incurred as fiduciary a contingent or potential Lability liability, and desire it desires to relieve itself
from sueh the liability, stueh a sale or transfer may be made with the approval of the Beard-ef Directors
board of directors and the Administrater; Commissioner of Banks. provided that, in all such cases, the

savings institution, upon the consummation of the sale or transfer, shall make reimbursement in cash at
no loss to the account; [ef]

2) As as provided thelaws-and-regulations-andregulations G.S. 53-163.5, et seq. governing collective

investment; or

3) When when required by the Administrator- Commissioner of Banks.

(b) If the purchase or retention of stock or obligations of the savings institution is authorized by the instrument creating
the relationship; relationship or by court order, it may exercise rights to purchase its own stock, or securities convertible
into its own stock, when offered pro rata to stockholders. When the exercise of rights or receipt of a stock dividend
results in fractional share holdings, additional fractional shares may be purchased to complement the fractional shares so
acquired. In elections of directors, a savings institution's share held by the savings institution as sole trustee, whether in
its own name as trustee or in the name of its nominee, may shall not be voted by the registered owner unless, under the
terms of the trust, the manner in which such shares shall be voted may be determined by a donor or beneficiary of the

trust and the donor or beneficiary aetaally directs how the shares will be voted.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on March 31,
1992;
Statutory Authority G.S. 54B-55; 54B-77; 54C-53; 54C-146;
Eff. November 1, 1982;
Amended Eff. November 1, 2017; February 15, 1992.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16K .0110 is amended with changes as published in 31:23 2309 as follows:

04 NCAC 16K .0110 CUSTODY OF INVESTMENTS
(a) The investments of each fiduciary account shall be kept separate from the assets of the savings institation; institution
and shall be placed in the joint custody or control of not fewer than two of the officers or employees of the savings
institution designated for that purpose either by the Beard-efDireetors board of directors of the savings institution or by
one or more officers designated by the Beard-ef Direetors board of directors of the savings institution. All officers and
employees designated as custodians of trust investments shall be adeguately bonded. To the extent permitted by G.S.
53-159.1, a savings institution may permit the investments of a fiduciary account to be deposited elsewhere.
(b) The investment of each fiduciary account shall be either:

(1) kept separate from those of all other accounts, except as provided in Rule -:8042 .0112 of this Section;

or

2) adequately identified as the property of the relevant account.

History Note:  Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on
March 31, 1992;
Statutory Authority G.S. 54B-55; 54B-77; 54C-53; 54C-146;
Eff. November 1, 1982;
Amended Eff. November 1, 2017; February 15, 1992.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16K .0112 is amended with changes as published in 31:23 2310 as follows:

04 NCAC 16K .0112 COLLECTIVE INVESTMENT
(a) Funds held as fiduciary may be held in:

(1) A a common trust fund maintained by the savings institution exelusively for the collective investment
and reinvestment of moneys contributed thereto by the savings institution in its capacity as trustee,
executor, administrator, guardian, or custodian under the North Carolina Uniform Transfers to Minors
Act; or

2) A a fund consisting solely of assets of retirement, pension, profit sharing, stock benus [bents] bonus,
or other trusts whieh that are exempt from Federal income taxation sader pursuant to the Internal
Revenue Code.

(b) Collective investments of funds or other property by a savings institution under Paragraph (a) of this Rule shall be

administered in accordance with Comptroller of the Currency Regulation 9.18, 12 C.F.R. 9148; 9.18, which is hereby

incorporated by reference and shall include any later amendments and editions of the referenced [material;] material.
previded-that-any This information is available at the U.S. Printing Office website at http://www.ecfr.gov/cgi-bin/text-
1dx?SID=10db9d6d7ecd62689d768e1b0c9a2199&node=se12.1.9 118&rgn=div8

Any documents reguired-te-be filed with the Comptroller of the Currency underthatregulation pursuant to 12 C.E.R 9.18
shall also be filed with the Administrator-who-mayreview such-documentsfor compliance-with-all-applicable laws-and

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on March 31,
1992;
Statutory Authority G.S. 54B-55; 54B-77; 54C-53; 54C-146;
Eff. November 1, 1982;
Amended Eff. November 1, 2017; February 15, 1992.
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Permanent Amendment for Publication in the NCAC

04 NCAC 16K .0117 is amended with changes as published in 31:23 2310 as follows:

04 NCAC 16K .0117 REPORTS AND FEES
Savings institutions engaging in trust operations shall make sueh reports regarding those operations as the Administrator
Commissioner of Banks mayfrom-time-to-time,require requires to evaluate the integrity of the operations. In addition

to any other fees, savings institutions acting as fiduciaries shall pay an examination fee for examination of its fiduciary

activities, in an amount to be determined by the Administrater Commissioner of Banks in accordance with G.S. 54B-57
or 54C-55.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire on March 31,
1992;
Statutory Authority G.S. 54B-55; 54B-57; 54B-77; 54C-53; 54C-55; 54C-146;
Eff. November 1, 1982;
Amended Eff. November 1, 2017; February 15, 1992,
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Permanent Amendment for Publication in the NCAC

04 NCAC 16L .0102 is amended with changes as published in 31:23 2310 as follows:

04 NCAC 16L .0102 DISPOSITION OF ASSETS

(a) After approval of the plan of liquidation by the Administrater; Commissioner of Banks, the savings institution shall,

except in case of dissolution under G.S. 54B-40 or 54C-40; immediately-cause [54B-4H-or54C-4;] G.S. 54C-41, mail a
notice of the dissolution te-be-matled to each known creditor of the savings istitutien; institution and to the Secretary of

Revenue, and sueh the notice shall be published once a week for four successive weeks in a newspaper published in the
county whereir where the savings institution has its principal office, and; however, if there be no newspaper published in

sueh the county, then in some newspaper of general circulation in sueh that county. After publication of the notice, the

applicant shall file a copy of the notice with the Commissioner of Banks.
(b) . . .

- After approval of the plan of liquidation by the Commissioner

of Banks, the savings institution shall:

(@8} collect its assets;

2) convey and dispose of its properties that are not to be distributed in kind to its members or

sharcholders;

pay, satisfy, and discharge its liabilities and obligations; and

3)
“4) do all other acts required to liquidate its business and affairs, including the collection of unpaid

subscriptions necessary to equalize the agreed payments by subscribers of its shares.

(c) After paying or adeguately providing for the payment of all its obligations, the savings institution shall distribute the
remainder of its assets, either in cash or in kind, among its members or shareholders according to their respective rights

and interests.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire
on March 31, 1992;
Statutory Authority G.S. 54B-42; 54B-55; 54C-42; 54C-53;
Eff. October 1, 1987;
Amended Eff. November 1, 2017; February 15, 1992,
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Permanent Amendment for Publication in the NCAC

04 NCAC 16L .0103 is amended with changes as published in 31:23 2311 as follows:

04 NCAC 16L .0103 REVOCATION RESCISSION AND CANCELLATION OF DISSOLUTION

(a) Atany time after the filing of the plan of liquidation and prior to the filing of a certificate of dissolution, a voluntary
dissolution may be reveked rescinded by filing of a statement of revocation of dissolution. The contents of sueh-a the
statement and the proceedings taken se-as to revoke a dissolution shall conform with sueh the adaptations as are
appropriate to revocation waeder pursuant to either G.S. 54B-40-er 54B-41 or 54€-40-er54C-4+ G.S. 54C-42.

(b) Upon the filing of sueh the statement of reveeation rescission of dissolution, the reveeation rescission of the

voluntary dissolution proceedings shall become effective and the savings institution say shall be authorized again to

carry on business.

History Note: Filed as a Temporary Amendment Eff. October 2, 1991 for a period of 180 days to expire
on March 31, 1992;
Statutory Authority G.S. 54B-42; 54B-55; 54C-42; 54C-53;
Eff. October 1, 1987;
Amended Eff. November 1, 2017; February 15, 1992,
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