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TRANSMITTAL LETTER

April26,2012

TO THE MEMBERS OF THE 2012 REGULAR SESSION
OF THE 2011 GENERAL ASSEMBLY

The JOINT LEGISI-ATIVE STUDY COMMISSION ON THE
MODERNTZATTON OF NORTH CAROLINA BANKING LAWS Q0rr),
respectfr.rlly submits the following report to the 2012 Regular Session of the 2011

Genetal Assemblv.

Joint Legislative Study Comtnission on the Modernization of North Carolina Banking

Rep. Harold Brubaker (Chait)
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COMMITTEE PROCEEDINGS

The Joint Legislative Study Commission on the Modernization of North Carolina
Banking Laws (2011) met 8 times after the 2011 Regular Session. The following is an

outline of the Committee's proceedings. Detailed minutes and information from each

Committee meeting are available in the Legislative Library.

November2l.20ll

Review of Committee Charge
Karen Cochrane-Brown. Committee Co-Counsel

Remarks from Joseph A. Smith, Jr., North Carolina Commissioner of Banks
Background
A Brief Review of the History of North Carolina Banking
A Proposed Revision of the North Carolina Banking Law
Unfinished Business
Summary

Committee Discussion

December 19.2011

Review of Draft Legislative Proposal
Joseph A. Smith, Jr., North Carolina Commissioner of Banks

r Article 1A - General Provisions
o Article 2A - Commission and Commissioner
o Article 3.{ - Orsanization of a Bank

Committee Discussion

January 20r20l2

Review of Proposed Substantive Corrections to Articles LA - 3A
Joseph A. Smith, Jr. North Carolina Commissioner of Banks

Review of Draft Legislative Proposal
Joseph A. Smith, Jr., North Carolina Commissioner of Banks

o 4A- Governance of Banks
. 5A-Powers ofBanks

Committee Discussion

February 14,2012

Review of Follow-Up Items from the January 20,2012 Meeting
Joseph A. Smith, Jr. North Carolina Commissioner of Banks

Joint Legislntive Study Commission on the Modernization of North Carolina BanHng
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Review of Draft Legislative Proposal and OCOB Proposed Substantive
Corrections
Joseph A. Smith, Jr., North Carolina Commissioner of Banks

o Article 6A - Bank Operations'

Committee Discussion

March 6.2012

Review of Follow-Up Items from the February l4r2[l2 Meeting
Ray Grace, Acting North Carolina Commissioner of Banks

Review of Draft Legislative Proposal and OCOB Proposed Substantive Corrections
Ray Grace, Acting North Carolina Commissioner of Banks

o Article 7A - Control Transactions. Combinations, Conversions
o Article 8A - Bank Supervision

Committee Discussion

March 27,2012

Recommendation from the State Banking Commission & Presentation of Mortgage Assessment
Proposal
L. McNeil Chestnut, Special Deputy Attorney General and Senior Counsel to the Commissioner of Banks

Review of Follow-Up Itens from the March 6,2012 Meeting
Paul Stock, Legal Specialist, Office of North Carolina Commissioner of Banks

Review of Draft Legislative Proposal and OCOB Proposed Substantive Conections
Ray Grace, Acting North Carolina Commissioner of Banks

o Article 9A - Supervisory Liquidation; Voluntary Dissolution and Liquidation
o Article 10A - Bank Holding Companies

Committee Discussion

April12,2012

A Comparison of the Provisions of Current G.S. 53-19 and Proposed G.S. 53-9-301
Paul Stock, Legal Specialist, Office of North Carolina Commissioner of Banks

Review of Proposed Revisions to G.S. 53-5-2
Paul Stock, Legal Specialist, Office of North Carolina Commissioner of Banks

Review of Recommendations Received from the NC Bar Association Task Force
Paul Stock, Legal Specialist, Office of North Carolina Commissioner of Banks

Committee Discussion and Directions to Stafffor Final Report

Lpril26,2012
Adoption of Final Report

Joint Legislative Study Commission on the Modernization of North Carolina Banking
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FINDINGS AND RECOMMENDATIONS

Based on information presented to the Joint Legislative Commission on the
Modernization of North Carolina Banking Laws during their regularly scheduled
meetings, the Committee makes the following findings and recommendations to the
2012 Regular Session of the 2011 General Assembly:

FINDINGS:

The Commission finds that:

1. North Carolina has long been a leader in the banking industry. A substantial
portion of the law that currently applies to North Carolina banks was first
enacted in 1931, when the General Assembly enacted legislation creating the
Office of Commissioner of Banks. Modernization of our banking laws is necessary
to ensure that banking organizations have all the tools necessary to compete
effectively in a financial seruices marketplace that is now global in scope and
driven by technology.

2. As a result of significant changes in federal law, including the Dodd-Frank Act of
2010, Nofth Carolina banking law is out of date. Modernization is also necessary
to avoid duplication with federal law and to maintain North Carolina's reputation
among the most progressive banking states in the nation.

3. The banking law is much more restrictive than the North Carolina Business
Corporation Act, which has led banks to avoid the burden of the banking law by
forming holding companies under the more liberal corporation's law.

4. Access to capital markets and the amounts/types of capital a bank must maintain
have changed substantially over the years. Reform of our banking law would
reduce the burden of regulatory compliance for these banks and facilitate their
raising of capital in a way that is consistent with the public interest.

5. The fees generated by the S.A.F.E. Mortgage Licensing Act are insufficient to
support the cost of regulating the moftgage lending industry. Since 2002, bank
assessments have subsidized mortgage regulation. The funding mechanism for
mortgage regulation should be changed to replace the current licensing fees with
an assessment structure similar to that currently applicable to banks.

Joint Legislative Study Commission on the Modernization of North Carolina Banking
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RECOMMENDATIONS:

The Commission recommends the following legislative proposals:

AN ACT TO REWRITE THE BANKING LAWS OF NORTH CAROLINA AS
RECOMMENDED BY TI{E JOINT LEGISLATIVE STUDY COMMISSION
ON THE MODERNIZATION OF NORTH CAROLINA BANKING LAWS.

AN ACT TO MAKE CHANGES TO TFIE LAW DEALING WITH TTIE
ANNUAL ASSESSMENTS OF MORTGAGE BANKERS. MORTGAGE
BROKERS. AND MORTGAGE SERVICERS AS RECOMMENDED BY
THE JOINT LEGISLATIVE COMMISSION ON THE MODERNIZATION
OF NORTH CAROLINA BANKING LAWS.

Joint Legislative Study Commission on the Modernization of North Carolina Banking
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Appendix A

COMMITTEE MEMBERSHIP

20rt-2012

President Pro Tempore of the Senate
Appointments:

Sen. Harry Brown (Chair)

Sen. Thomas Apodaca
Sen. Harris Blake
Sen. Daniel Blue
Sen. Thom Goolsby
Mr. Gray Reed
Ms. Andrea Young

Speaker of the House of Representatives
Appointments:

Rep. Harold Brubaker (Chair)

Rep. Namon Daughtry
Rep. Beverly Earle
Rep. Jonathan Jordan
Rep. Daniel McComas
Mr. Christopher Kukla
Mr. Charles Whitehead
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Appendix B

COMMITTEE CHARGE/STATUTORY AUTHORITY

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 20I.1

sEssIoN LAW 201.1-353
SENATE BILL 555

AN ACT TO ESTABLISH TFIE JOINT LEGISLATIVE STUDY COMMISSION ON
THE MODERNZATION OF NORTH CAROLINA BANKING LAWS.

The General Assembly of North Carolina enacts:

SECTION 1. There is created the Joint Legislative Study Commission on the
Modernization of North Carolina Banking Laws. The purpose of the Commission is to
determine whether and to what extent the North Carolina Banking Laws need to be
updated.

SECTION 2. The Commission shall consist of 14 members as follows:
(1) Five members of the House of Representatives appointed by the

Speaker of the House of Representatives.
(2) Five members of the Senate appointed by the President Pro Tempore

of the Senate.
(3) One member representing a State-chartered bank and one member of a

consumer advocacy organization, each appointed by the Speaker of the
House of Representatives.

(4) One member representing a State-chartered bank and one member of a
consumer advocacy organization, each appointed by the President Pro
Tempore of the Senate.

SECTION 3. The Commission shall have two cochairs, one designated by
the Speaker of the House of Representatives and one designated by the President Pro
Tempore of the Senate from among their respective appointees. The Commission shall
meet upon the call of the cochairs. Any vacancy on the Commission shall be filled by the
original appointing authority. A quorum of the Commission shall be a majority of its
members.

SECTION 4. The Commission shall study any issue related to the Banking
Laws of North Carolina that the Commission deems appropriate.

SECTION 6. Members of the Commission shall receive Der diem.
subsistence, and travel allowances in accordance with G.S. 120-3.1, 138-5, or 138-6, as

appropriate. The Commission, while in the discharge of its official duties, may exercise
all powers provided for under G.S. 120-19 and G.S. 120-19.1 through G.S. 120-19.4.The
Commission may meet in the Legislative Building or the Legislative Office Building.

With approval of the Legislative Services Commission, the Legislative
Services Officer shall assign professional staff to assist the Commission in its work. The
House of Representatives' and the Senate's Directors of Legislative Assistants shall assign
clerical staff to the Commission, and the expenses relating to the clerical employees shall

Joint Legislative Study Commission on the Modernization of North Carolina Banking
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be bome by the Commission. The Commission may contract for professional, clerical, or
consultant services as provided by G.S. 120-32.02.If the Commission hires a consultant,
the consultant shall not be a State employee or a person currently under contract with the
State to provide services.- All State departments and agencies and local govemments and their
subdivisions shall furnish the Commission with any information in their possession or
available to them.

SECTION 7. The Commissioner of Banks shall use up to twenty-five
thousand dollars ($25,000) of the funds available to the State Banking Commission for
the 2011-2012 fiscal year to fund the study authorized by this act.

SECTION S. The Commission shall report the results of its study and its
recommendations, including any proposed legislative changes, to the 2012 Regular
Session of the 2011 General-Assembly. The Commission shall terminate on May 1.,20L2,
or upon the filing of its final report, whichever occurs first.

SECTION 9. This act is effective when it becomes law.
In the General Assembly read three times and ratified this the l8h day of June,

20rt.

s/ Philip E. Berger
President Pro Tempore of the Senate

Thom Tillis
Speaker of the House of Representatives

Beverly E. Perdue
Governor

Approved I2:I3 p.m.this 27ft day of June, 2011

Joint Legislntive Study Commission on the Modernization of North Carolina Banking
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Appendix C

LEGISLATIVE PROPOSALS
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2011

BILL DRAFT 20L1-ROz-10 [v.34] (t2l0s)

(THIS IS A DRAFT AND IS NOT READY FOR INTRODUCTION)
412312012 1:25:02 PM

Short Title: Banking Law Modemization Act. (Public)

Sponsors:
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Referred to:

A BILL TO BE ENTITLED
AN ACT TO REWRITE THE BANKING LAWS OF NORTH CAROLINA AS

RECOMMENDED BY THE JOINT LEGISLATIVE STUDY COMMISSION ON
THE MODERNIZATION OF NORTH CAROLINA BANKING LAWS.

The General Assembly of North Carolina enacts:

SECTION 1. Articles 1 through I0,12 and 13 of Chapter 53 of the General
Statutes are repealed.

SECTION 2. Chapter 53 of the General Statutes reads as rewritten:
''CHAPTER 53.

tt

SECTION 3. Chapter 53 of the General Statutes is amended by adding the
following new Articles to read:

Article 1A
General Provisions

"$-53:1{X!!le.
This Chapter shall be known and may be cited as Regulation of Banks and Other

Financial Services.
tt

(4) Unless the context specifies otherwise. this Chapter shall apply to:
(!) All existing banks prganized or created under the laws of this State.

Q) All banks created under the provisions of Article 3A of this Chapter.
(3) All persons who subject themselves to the provisions of this Chapter.

@ All persons who become subject to the penalties provided for in this
Chapter as a consequence of violating any of the provisions of this
Chapter.

(b) Transactions validly entered into before the effective date of this act and the

rights. duties. and interests flowing from them remain valid and may be terminated.
completed. or enforced as required or permitted by any statute amended or repealed by
the law by which this act was enacted as though the amendment or repeal had not
occurred.

Joint Legislative Study Commission on the Modernization of North Carolina Banking Laws
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1 (d Except as restricted by federal law. a federally chartered depository
2 institution that has a branch in this Statg shall have all the rights. gowers and privileges
3 and shall be entitled to the same exemptions and immunities as banks organized or
4 created under the laws of this State.

5 (d) Except as restricted by federal law or the laws of another state in which it was
6 organized or created. an out-of-state bank that has a branch in this State shall have. with
7 respect to activities conducted through such branch. all the rights. powers and privileges
8 and shall be entitled to the same exemptions and immunities as banks organized and
9 created under the laws of this State.

10 (d Any reference in this Chapter to a state or federal law. regulation. or agency
11 shall be deemed to refer to any replacement law or regulation or any successor agency.
12 whether or not this Chapter explicitly provides for that reference.

13"
t4 (d No depository institution organized or created under the laws of this State

15 mav operate as a bank except in accordance with this Chapter. Banks established prior
L6 to the effective date of this act may continue operation under their existing
L7 orsanizational documents. but shall be subject to all other requirements of this Chapter.
18 (D No person shall operate in this State as a "bank." "savings bank." "savings
19 and loan association." "trust company." or otherwise as a depository institution or trust
20 institution unless established as a depository institution or ffust institution under the
2l laws of this State or another state. or established under federal law. Unless so

22 authorized. no person doing business in this State shall:
23

24

25

26

27

28

29

30

(!) Use in its name the term "bank." "savings and loan." "savings bank."
"banking company." "trust company." or words of similar meaning
that lead the public reasonably to believe that it conducts the business
of a depository institution or trust institution: or

Q) Use any sign. letterhead. circular. or website content or advertise or
communicate in any manner that would lead the public reasonably to
believe that it conducts the business of a depository institution or trust
institution.

3l (g) Upon application by the Commissioner. a court of competent jurisdiction may
32 issue an injunction to restrain any person from violating or from continuing_to violate
33 this section.
34"
35 Unless the context requires otherwise. the following definitions apply in this
36 Chapter.

(!) Acquire. - To obtain the right or power to vote or to direct the voting
of voting securities of a bank or holding company:
a. through a purchase of or share exchange for shares.

b. b]r reason of an issuance of shares or the exercise of a right
under a warrant. option or convertible security or insffument to
acquire shares. or

c. pursuant to an agreement or trust or through any similar
transaction. event or contractual right.

Joint l-egislative Stud.y Commission on the Modemizstion of North Carolina Banking Laws
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1

2

3

4
5

6

7

Q Acting in concert. - Knowing participation in a joint activity or
interdependent conscious parallel action towards the common goal of
obtaining control of a bank or holding company. whether or not
pursuant to an express agreement: including participation in a

combination or pooling of voting securities of a bank holding company
for such common purpose pursuant to any conffact. understanding.
relationship. agreement or other arrangement" whether written or
otherwise.

(3) Affiliate. - A person that. directly or indirectly. controls. is controlled
by. or is under common control with another person. Each member of
a group of persons acting in concert shall be deemed an affiliate of the

sroup.
g) Bank. - Any corporation. other than a credit union. savings institution.

or ffust institution. that is organized under the laws of this State and is
engaged in the business of receiving deposits (other than trust funds).
paying monies and making loans.

@) Banking Laws. - All laws which the Commissioner or the OCOB is
authorized to enforce under any applicable statute.

(fl Bank Operating Subsidiary. - A subsidiary which is under the control
of a bank. and engages only in activities in which a bank may engage
pursuant to G.S. 53-5-1.

(6) Bank Premises. - Any improved or unimproved real estate. whether or
not open to the public. which is utilized or intended to be utilized by a
bank. including additional space to rent as a source of income.

A Bank Supervisory Agency. - Any of the following agencies:
a. The CFPB. FDIC. the Federal Reserve Board. OCC. and any

successor to these agencies.
b. Any agency of another state with primary responsibility for

chartering and supervising depository institutions organized
under the laws of that state.

c. Any agency of a sovereign nation with primar-v reqponsibility
for chartering and supervising depository institutions organized
under the laws of that nation.

Bankers' Bank. - As defined in Regulation D of the Federal Reserve
Board. 12 U.S.C. 204.121.
Board of Directors.- A governing board of a company that is
responsible for policy. oversight. and compliance.

(10) Branch. - An office of any bank or a depositgry institution organized
under ttre banking laws of the United States. another state or another
sovereign nation. other than that depository institution's principal
office. in which deposits are received. A branch may also engage in
any of the functions or services authorized to be engaged in by the

bank of which it is a branch. The term "branch" does not include a
non-branch bank business office. automated teller machine. remote
deposit facility. remote service unit. customer-bank communications

Joint l*gislative Study Commission on the Modernization of North Carolina Banking Laws

8

9

l0
11

t2
13

t4
l5
T6

I7
18

19

20
2l
22

23

24
25

26

27

28

29
30

3l
32
33

34

35

36

G)

e)
37

38

39

40
4l
42
43

44
45

(20r1) Page 17



1 terminal. point-of-sale terminal. Automated banking facility or other
2 direct or remote information-processin&device or machine. whether
3 manned or unmanned. by means of which information relating to any
4 financial service or ffansaction rendered to the public is stored and
5 transmitted. instantaneously or otherwise. to or from a bank or other
6 nonbank terminal.
7 (tD Capital. - An amount equal to the bank's "total capital" as that term is
8 used by the FDIC in 12 CFR Part 325: provided. that if ttre term "total
9 capital" is replaced by a term including substantially the same

10 elements as "total capital". the term "capital" as used in this Chapter
11 shall mean an amount equal to the amount calculated by application of
12 the definition of such replacement term.
13 Q) Capital Impairment. - The reduction of a bank's capital at any time
14 below its required capital.
15 (13) Central Reserve Bank. - A depository institution of which at least fifty
16 percent of its shares are owned by other depository institutions.
17 @) CFPB. - The Consumer Financial Protection Bureau or its successor.
18 (15) Charter. - A document issued by the Commissioner in accordance with
19 Article 34' of this Chapter permitting a bank to conduct banking
20 business.
2l (1O Combination. - A merger. share exchange or transfer or acquisition of
22 all or substantially all assets and liabilities of a person undertaken in
23 compliance with such federal laws and laws of this State or other states
24 as may be applicable.
25 U) Commission. - The State Banking Commission provided for in
26 G.S.53-2-1.
27 (1$) Commissioner. - The Commissioner of Banks provided for in
28 G.5.53-2-2.
29 (19 Company. - A corporation. limited liability company. partnership.
30 joint venture. business trust. trust. syndicate. association.
3I unincorporated organization. or other form of business entity.
32 (2D Control. - The possession. directly or indirectly. of the power or right
33 to direct or to cause the direction of the management or policies of a
34 person by reason of an agreement. understanding. proxy. or power of
35 attorney or through the ownership of or voting power over ten percent
36 or more of the voting securities of the person.
37 @) Conffol Transaction. - The acquisition of control over a bank or a

38 holding company other than ptusuant to a combination.
39 (22 Credit Union. - A credit union as defined in G.S. 54-109.1.
40 (2! De Novo Branch. - A branch of a bank or of an out-of-state bank
4I within this State that is established as a branch. and not by virtue of an
42 acquisition of the existing branch of another bank or out-of-state bank.
43 by a combination involving the bank or out-of-state bank. or by the
44 conversion of a non-branch bank business office to a branch.

Joint Legislative Study Commission on the Modernization of North Carolina Banking Laws
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| (24\ Deposit. - A "deposit" as defined in Section 3(1) of the Federal
2 Deposit Insurance Act. 12 U.S.C. 1813(1).
3 Q5\ Deposit Insurance. - Insurance of a bank's deposit accounts where the

4 beneficiaries are the holders of the insured accounts.
5 Q6\ Depository Institution. - A bank. out-of-state bank. savings institution.
6 or federally chartered institution. the deposits of which are insured by
7 thE FDIC.
8 Q7\ Deputy Commissioner. - An individual appointed by the

9 Commissioner to such office as provided by G.S. 53-2-3.
10 (28) Distribution. - With respect to a bank. "distribution" has the same

11 meaning as set forth in Chapter 55.
12 (A) Debt Previously Contracted (DPC) Subsidiary. - A subsidiary of a

13 bank which acquires in good faith an equity ownership interest through
14 foreclosure or other realization on collateral. by way of a compromise
15 of a disputed or contested claim" or to avoid a loss in connection with a

L6 debt previously contracted or to which the bank fransfers an equity
17 ownership interest so acquired by the bank.
18 (30) Examination. - A supervisory inspection of a bank. proposed bank. a
19 holding company or a branch of an out-of-state bank operating in this
20 State that may include inspection of all relevant information. including
2I information of or about the subsidiaries and affiliates of the bank.

22 proposed bank holding company or branch. "Examination" also
23 includes an investigation of any person with respect to any violation or
24 suspected violation of any provision of this Chapter by such person. or
25 a review of facts and circumstances relevant to the Commissioner's
26 consideration of the issuance of an order pursuant to this Chapter.
27 (31) Equity Ownership Interest. - Any beneficial equity or similar interest.
28 whether direct or indirect. including shares. limited or general

29 partnership interests. and membership interests in a limited liability
30 company.
3l G2\ Farm Credit System Institution. - A lending institution regulated by
32 the Farm Credit Administration.
33 (3O FDIC. - The Federal Deposit Insurance Corporation or its successor.

34 (3il Federal Reserve Board. - The Board of Governors of the Federal
35 Reserve System or its successor.

36 (35) Federal Savings Association. - A federal savings association or federal
37 savings bank chartered under Section 5 of the Home Owners' Loan
38 Act. 12 U.S.C. 1464.

39 (36) Federally Chartered Institution. - A national bank or federal savin$
40 association.
4I (3L Financial Subsidiary. - A "financial subsidiary." as defined in 12

42 U.S.C.24a(g).
43 (3& Holding Company. - A company that controls a depository institution
44 or that controls a company that directly or indirectly controls a
45 depository institution.

Joint l*gislative Study Commission on the Modernization of North Carolina Banking Laws
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(39) Immediate Family. - An individual's spouse. father. mother. children.
brothers. sisters. and grandchildren. the father. mother. brothers and
sisters of the individual's spouse. and the spouse of the individual's
child. brother. or sister.

(40) Inadequate Capital. - An amount of capital equal to at least 75 percent
but less than 100 percent of required capital.

{4L Individual. - A human being.

GD Insufficient Capital. - An amount of capital less than 75 percent of
required capital.

g! Lower-Tier Subsidiary. - Any bank operating subsidiary in which a
bank subsidiary has an equity ownership interest.

g!) National Bank. - A banking association organized under 12 U.S.C. 21.

Gil Non-branch Bank Business Office. - Any staffed physical location
open to the public in this State in which an office of a bank.
out-of-state bank. a depository institution established under the laws of
another state. or a federally chartered institution that is not a branch. an
office of a separately organized subsidiary of such depository
institution. or an office of the holding company of such degository
institution. at which one or more banking or banking related products
or services are offered. other than the taking of deposits. The provision
of remote deposit capture facilities or services by a non-branch bank
business office shall not be deemed to be a taking of deposits.
Non-branch bank business offices include loan production officers.
mortgage loan offices. and insurance agency offices. or a combination
thereof.

(lf|. North Carolina Financial Institution. - A bank. savings institution. or
trust company organized under the laws of this State. For purposes of
the Securities Act of 1933 and the Securities Exchange Act of 1934.
any North Carolina financial institution is a banking institution.

gL OCOB. - The Office of the Commissioner of Banks as provided in
G.S.53-2-3.

g$) OCC. - The Office of the Comptroller of the Currency or its successor.
gD Organizational Documents. - The charter. certificate of organization.

articles of incorporation. articles of association. certificate of limited
partnership. bylaws. operating agreement. partnership agreement. and
any other similar documents required to be prepared or adopted by a
company in connection with its organization. and as thereafter
amended from time to time.

(50) Organizational Law. - The laws of the iurisdiction of organization of a
company applicable to the organization of the compirry and its
governance. including approval of transactions by its board of
directors. shareholders. partners. members. or beneficiaries. as

applicable.
(!11 Organizers. - One or more individuals who are the organizers of a

proposed bank responsible for the business of the proposed bank from

Joint Legislative Study Commission on the Modernizption of North Carolina Banking Laws
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I
2

3

4
5

6

7

8

9

10

the filing of the application to the Commission's final decision on the
application.

@) Out-of-State Bank. - A bank that is organized. chartered. or created
under the laws of a state other than this State and the deposits of which
are insrned by the FDIC.

(53) Person. - An individual. a company. or a group of persons who are

acting in concert.

@) Plan of Conversion. - A detailed outline of the procedure of the
conversion of a depository institution from one to another charter.

(ll) Practical Banker. - An individual who at the time of appointment to
the Commission is. or has been during the five years preceding the
appointment" a president. chief executive officer. director. or holder of
five percent (57o) or more of any class of voting securities of a North
Carolina financial institution.

(!$) Principal Office. - The office that houses the headquarters of a bank.

ffi) Public Member. - A member of the Commission who is not a practical
banker and who is not at the time of appointment to the Commission.
nor was within the five years preceding the appointment. an employee
of a North Carolina financial institution.

(!!) Public Notice. - Notice to the public by (i) a single publication in a
newspaper of general circulation in the county in which the bank
which is the subject of the publication has its principal office or in
such other county as may be directed by the Commissioner to best
meet the purposes for which the notice is required and (ii) a posting in
the notices section of the Commissioner's website for at least 15 days.
in each case of the applicable information specified for such
publication or posting in this Chapter.

(5D Record. - Information. reports. memoranda. charts. letters. messages.

extracts. summaries. analyses. compilations" transaction
documentation. account statements. financial statements. and other
documents. including customer financial and other informatign.
whether created. transmitted. distributed. retained or stored in tangible
or digital form.

(60) Registered Agent. - The person named in the organizational
documents of a company upon whom service of legal process is
deemed binding upon the company.

(6l) Required Capital. - Re$ired capital means:
a. In the case of a proposed bank. the amount of capital required

by the Commissioner as a prerequisite to the commencement of
the business of banking: and
In all other cases. an amount of capital equal to at least the
amount of capital required for a bank to be deemed "adequately
capitalized" under applicable federal regulatory capital
standards.
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a9.

Savings Institution. - A savings and loan association or a savings bank
organized under the laws of this State or of another state. or a federal
savings association or savings bank.
Shareholder. - Any person in whose name shares are registered in the
records of a corporation or the beneficial owner of shares to the extent
of the rights granted by a nominee certificate on file with a

corporation.
Shares. - The units into which the equity ownership interests of a

corporation are divided.
State. - Any state of the United States. the Disrict of Columbia. or any
tenitory of the United States other than this State.
State Trust Company. - A company organized under the provisions of
Article 24 of this Chapter and a trust company previously organized
under other provisions of this Chapter to operate only as a ffust
company and not as a commercial bank.
Subsidiary. - A company over which a bank has control.
This State. - The State of North Carolina.
Trust Business. - Acting as a fiduciary or in other capacities
permissible for a ffust institution under G.S. 53-331.
Trust Company. - A trust institution that is neither a depository
institution nor a foreign bank. as defined in 12 U.S.C. $1813(sX1). but
not including a bank organized under the laws of a territory of the
United States.
Trust Funds. - Trust funds as defined in Section 3(p) of the Federal
Deposit Insurance Act. 12 U.S.C. 1813(p).
Trust Institution. - Any company lawfully acting as a fiduciary in a

state or in a foreign country.
Voting Securities. - A security that (i) confers upon the holder the
right to vote for the election of members of the board of directors or
similar governing body of the company or (ii) is convertible into. or
entitles the holder to receive upon its exercise. a security that confers
such a right to vote.
Well capitalized. - The term "well capitalized" has the same meaning
as defined in Regulation Y of the Federal Reserve Board. 12 C.F.R.
225.2(r\.
Well managed. - Except as otherwise provided in this Chapter. a

company or depository institution is well managed if:
a. At its most recent examination. the company or institution

received at least a satisfactory composite rating and at least a
satisfactory rating for management. if such rating is &iven.

b. In the case of a company or depository institution that has not
received an inspection or examination rating. a company or
depository institution is well managed if the Commissioner has
determined. after a review of the managerial and other
resources of the company or depository institution and after
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13

consulting with any other appropriate bank supervisory agency
for the company or institution. that the company or institution is
well managed.

A depository institution that results from the merger of two or more
depository institutions that are well managed shall be considered to be

well managed unless the Commissioner determines otherwise after
consultins with any other appropriate bank supervisory agency for
each depository institution involved in the merger. A depository
institution that results from the merger of a depository institution that
is well managed with one or more depository institutions that are not
well managed or have not been examined shall be considered to be
well managed if the Commissioner determines. after a review of the
managerial and other resources of the resulting depository institution
and after consulting with any other appropriate bank supervisory
ags:ncy for the institutions involved in the merger. as applicable. that
the resulting institution is well managed.

17 "@
18 If any provision of this Chapter is found by anlcourt of competent jurisdiction to be

t9 invalid as to any person or circumstance. or to be preempted by federal law. the

20 remaining provisions of this Chapter shall not be affected and shall continue to apply to
2I any other person or circumstance."
22 "Article 2A

Commission and Commissioner
24"
25 (g) The Commission consists of 15 members including the State Treasurer. who
26 shall serve as an ex officio member. 12 members appointed by the Governor. 4nd two
27 members appointed by the General Assembly under G.S. 120-121. one of whom shall
28 be appinted upon the recommendation of the President Pro Tempore of the Senate and

29 one of whom shall be appointed upon the recommendation of the Speaker of the House
30 of ReEesentatives. The Governor shall appoint three practical bankers. one consumer
3L finance licensee. and eight public members to the Commission. The member appointed
32 upon the recommendation of the President Pro Tempore of the Senate shall be a

33 practical banker and the member appointed on the recommendation of the Speaker of
34 the House shall be a practical banker. Members shall serve for terms of four years. No
35 individual shall serve on the Commission for more than two complete consecutive
36 terms. Any vacancy occurring in the membership of the Commission shall be filled by
37 the appropriate appointing officer for the unexpired term" except that vacancies among
38 members appointed by the General Assembly shall be filled in accordance with
39 G.S. 120-122. The appointed members of the Commission shall receive subsistence and

40 travel expenses at the rates set forth in G.S. 120-3.1. This compensation shall be paid
41 from the revenues of the OCOB.
42 (U The Commission shall meet at such times. but not less than once every three
43 months. as the Commission may by resolution prescribe. and the Commission shall be
44 convened in special session at the call of the Governor or the Commissioner. The State
45 Treasurer shall be chair of the Commission. The Commission shall meet in person.
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I provided that it may. so long as consistent with applicable law regarding public
2 meetings. meet by telephone or video conference. including attendance of one or more
3 members by telephone or video conferencing.
4 (g) Except as required by state or federal law. no member of the Commission
5 shall divulge or make use of any information designated by this Chapter or by the
6 Commissioner as confidential. and no member shall give out any such information
7 unless the information shall be required of the member at a hearing at which the
8 member is duly subpoenaed or by a court of competentiurisdiction.
9 (O A quorum of the Commission shall consist of a majority of its total

l0 membership. Subject to the standards of Chapter 1384. of the General Statutes. a
11 majority vote of the members qualified with respect to a matter who are present at the
12 meetine where such matter is considered shall constitute valid action of the
13 Commission. In accordance with G.S. 1384-38. The State Treasurer and all disqualified
14 members who are Eesent at a meeting shall be counted for purposes of determining
15 whether a quorum is present.
16 (d The Commission is authorized to supervise. direct and review the exercise by
17 the Commissioner of all powers. duties. and functions vested in or exercised by the
18 Commissioner under the bankin&laws of this State.

lg"
20 (d Effective April 1. 2011. and quadrennially thereafter. the Governor shall
2I aopoint a Commissioner. which appointment shall be subject to confirmation by the
22 General Assembly by joint resolution. The name of the individual appointed to be
23 Commissioner shall be submitted to the General Assembly on or before February 1 of
24 the year in which the individual's term of office begins. The term of office for the
25 Commissioner shall be four years. In case of a vacancy in the office of Commissioner.
26 the Governor shall appoint an individual to serve as Commissioner on an interim basis
27 pending confirmation of a nominee by the General Assembly.
28 (D The Commissioner has the powers enumerated in this Chapter and otherwise
29 provided by North Carolina law and such other powers as may be necessary for the
30 prooer discharge of the Commissioner's duties. including the power to enter into
3t contracts. The Commissioner shall act as the executive officer of the Commission.
32 (g) The Commissioner is authorized to subpoena witnesses and compel their
33 attendance. require the production of evidence. administer oaths and examine any
34 person under oath in connection with any subject related to any power vested or duty
35 imposed on the Commissioner under this Chapter.
36 (O The Commissioner may sue and prosecute or defend in any action or
37 proceedine in any courts of this State or any other state and in any court of the United
38 States for the enforcement or protection of any right or pursuit of any remedy necessary
39 or proper in connection with the subjects committed to the Commissioner for
40 administration or in connection with any bank or the rights. liabilities. property or assets

4I thereof. under the Commissioner's supervision. Nothing herein shall be construed to
42 render the Commissioner liable to be sued except as other departments and agencies of
43 the State may be liable under the general law. The Commissioner may exercise any
44 iurisdiction. supervise. regulate. examine or enforce any State consumer protection laws
45 or federal laws with respect to which the Commissioner has enforcement jurisdiction.
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I (O The Commissioner shall have a seal of office bearing the legend "State of
2 North Carolina - Commissioner of Banks". The Commissioner may adopt other
3 symbols or marks of office.
4tt
5 (d The Commissioner shall be assisted in the performance of the duties of office
6 by (i) one or more deputy commissioners. and (ii) examiners. investigators. counsel and

7 other employees under the supervision of the Commissioner. all of whom. together with
8 the Commissioner shall comprise the "Office of the Commissioner of Banks." In
9 addition. the work of the OCOB may be conducted by employees of other agencies of
10 government. and agents and independent contractors of the OCOB. The Commissioner
11 may appoint or remove at his or her discretion any deputy commissioner.
12 (D The Commissioner shall appoint. with the approval of the Governor. and may
13 remove at the Commissioner's discretion. a chief deputy commissioner. The chief
14 deputy commissioner may perform such duties and exercise such powers of the

15 Commissioner as the Commissioner may direct. In the event of the absence. death.

16 resignation. disability or disqualification of the Commissioner. or in case the office of
17 Commissioner otherwise becomes vacant. the chief deputy commissioner shall perform
18 the duties and exercise all the powers vested in the Commissioner until the Governor
19 appoints an acting Commissioner.
20 (g) Except as otherwise provided in this Chapter. the OCOB and its employees

2l are exempt from the classification and compensation rules established by the State

22 Personnel Commission pursuant to G.S. 126-4(1) through (4). G.S. 126-4(5) only as it
23 applies to hours and days of work. vacation and sick leave" G.S. 126-4(6) only as it
24 applies to promotion and transfer. G.S. 126-4(10) only as it applies to the prohibition of
25 the establishment of incentive pay programs. and Article 2 of Chapter 126 of the

26 General Statutes. except for G.S. 126-7.1. The salary of the Commissioner shall be fixed
27 by the General Assembly.
28 (d) The Attorney General shall assign an attorney from the Department of Justice
29 to work full time with the Commission. The attorney shall be subject to all provisions of
30 Chapter 126 of the General Statutes relating to the State Personnel System. The
3l Commission shall fully reimburse the Department of Justice for the compensation.
32 secretarial support. equipment. supplies. records and other property to support the

33 attorney.
34"
35 (d As authorized in Chapters 54B. 54C and this Chapter. the OCOB shall be

36 funded by annual or periodic assessments. licensing fees and charges. and
37 reimbursements for examination costs. This list is not exclusive. The OCOB may not
38 levy assessments. fees or other charges except as expressly provided in this Chapter or
39 by rule adopted in accordance with the provisions of Chapter 1508 of the General
40 Statutes and the provisions of this section. The Commissioner is authorized. in the

4l exercise of reasonable discretion. to establish the time. place. and method for the

42 pagnent of assessments. fees. charges and costs.
43 (D Not less than 30 days prior to the commencement of each fiscal year. the
44 OCOB shall prepare and submit to the Commission a budget for the upcoming fiscal
45 year. including the estimated revenues and expenses for the year. The Commission shall
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1 review the budget in a meeting prior to the commencement of the fiscal year in respect
2 of which the budget has been presented and shall approve or modify the budget at the
3 meeting.
4 "@
5 (d The Commissioner. subject to review and approval by the Commission. may
6 make all necessary rules with respect to the establishment. operation. conduct. and
7 termination of any and all activities and businesses that are subject to licensing.
8 regulation. supervision. or examination by the Commissioner under this Chapter.
9 (D The rulemaking authority conferred on the Commissioner by this section shall

10 be in addition to and not in derogation of any specific rulemaking authority by any other
I I provision of this Chapter or otherwise provided by North Carolina law.
t2"
13 (g) Any administrative hearing required or permitted to be held by the
14 Commissioner shall be conducted in accordance with Article 34. of Chapter 1508 of the
15 General Statutes.
16 (U Upon an appeal to the Commission by any party from an order entered by the
17 Commissioner following an administrative hearing pursuant to Article 3,A, of Chapter
18 1508 of the General Statutes. the chair of the Commission may appoint an appellate
19 review panel of not less than three members to review the record on appeal. hear oral
20 arguments. and make a recommended decision to the Commission. Unless another time
2l period for appeals is provided by this Chapter. any party to an order by the
22 Commissioner may. within 20 days after the order and upon written notice to the
23 Commissioner. appeal the Commissioner's order to the Commission for review. The
24 notice of appeal shall state the grounds for the appeal and set forth in numbered order
25 the assignments of error for review by the Commission. Failure to state the grounds for
26 the appeal and assignments of error shall constitute grounds to dismiss the appeal.
27 Failure to comply with the briefing schedule provided by the Commission shall also
28 constitute grounds to dismiss the appeal. Upon receipt of a notice of apgeal" the
29 Commissioner shall. within 30 days of the notice. certify to the Commission the record
30 on appeal. Any party to a proceeding before the Commission may. within 20 days after
3I final order of the Commission. petition the Superior Court of Wake County for judicial
32 review of a final determination of any question of law which may be involved. The
33 petition for judicial review shall be entitled "(insert name) Petitioner v. State of North
34 Carolina on Relation of the Commission." A cqpy of the petition for judicial review
35 shall be served upon the Commissioner pursuant to G.S. 1508-46. The petition shall be
36 placed on the civil issue docket of the court and shall have precedence over other civil
37 actions. Within 15 days of service of the petition for judicial review. the Commissioner
38 shall certify the record to the Clerk of Superior Court of Wake County. The standard of
39 review of a petition for judicial review of a final order of the Commission shall be as

40 provided in G.S. l508-5lft).
4l (g) The hearing officer at administrative hearines conducted under the authority
42 of the Commissioner may be the Commissioner. a deputy commissioner or other
43 suitable person designated by the Commissioner to serve as a hearing officer.
44 (O The Commission may conduct public hearings on matters within its purview.
45 "@
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1 (d The Commissioner shall keep a record in the OCOB of the Commissioner's
2 official acts. rulings. and transactions which. except as otherwise provided. shall be
3 open to inspection and copying by any person. The Commissioner may condition the

4 provision of copies of records upon the payment by the person requesting the

5 documents of an amount sufficient to cover the cost of reffieving. copying and if
6 requested. mailing the documents.
7 (D Notwithstanding any laws to the contrary. the following records of the

8 Commissioner shall be confidential and shall not be disclosed or be subject to discovery
9 or public inspection:

(!) Records compiled during or in connection with an examination. audit.
or investigation of any person. including records relating to any

application for licensure or otherwise to conduct business.

Q) Records containing information compiled in preparation for or
anticipation of or in the course of litigation. examination. audit. or
investigation.

(3) Records containing nonpublic personal information about a customer.
whether in paper. electronic. or other form. that is maintained by or on
behalf of the financial institution: provided however. that every report
made by a North Carolina financial institution. with respect to a

transaction between it and an officer. director or affiliate thereof.
which report is required to be filed with the Commissioner pursuant to
this Chapter shall be filed with the Commissioner in a form prescribed
by the Commissioner and shall be open to inspection and copying by
any person.

g) Records qontaining information furnished in connection with an
application bearing on the character. competency. or experience. or
information about the personal finances of an existing or proposed
organizer. officer. or director of a depository institution. federally
chartered institution. trust institution. holding company. or any other
person subject to the Commissioner's jurisdiction.

(l) Records containing information about the character. competency.
experience or finances of the directors. officers or other persons having
control over a person giving notice or filing an application to engage in
a control transaction pursuant to this Chapter.

(6) Records containing information about the character. competency or
experience of the directors" executive officers or other persons having
control over any of the parties to a combination subject to the
Commissioner's jurisdiction.

0 Records of North Carolina financial institutions in dissolution. that
have liquidated. that are under the Commissioner's supervisory control
or that are in receivership which contain the names or other personal
information of any customers of the institutions.

(&) Records prepared by a compliance review committee or other
committee of the board of directors of a North Carolina financial
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1

2

3

4
5

6

institution or established at the direction of such a board of directors
that have been obtained by the Commissioner.

(9) Records prepared during or as a result of an examination or
investigation of any person by an agency of the United States. or
jointly by the agency and the Commissioner. if the records would be
confidential under federal law or regulation.

G0) Records prepared during or as a result of an examination or
investigation of any person by a regulatory agency with jurisdiction of
a state other than this State or of a foreign country if the records would
be confidential under that jurisdiction's law or regulations.

GD Records of information and reports submitted by any depository
institution or trust institution. or its affiliates. holding company or
subsidiaries. or any other person subject to the Commissioner's
jurisdiction to federal regulatory agencies. if the records would be
confidential under federallaw or regulation.

A) Records of complaints from the public received by the OCOB.

GO Any record which would disclose any information set forth in any of
the confidential records referred to in this subsection.

19 (g) For purposes of this section. "any person subject to the Commissioner's
20 iurisdiction" includes any person who is licensed or registered or should be licensed or
2L registered under this Chapter.
22 (1!) Notwithstanding the provisions of subsection (b) of this section. the
23 Commissioner may. by written agreement with any state or federal law enforcement or
24 regulatory agency. share with that agency any confidential record set out in subsection
25 (b) of this section or any information contained therein. on the condition that such
26 record or information shared shall be ffeated as confidential under the applicable laws
27 and regulations governing the recipient aeency.
28 (O Nothing in this section shall prohibit a bank. upon approval of the
29 Commissioner. from disclosing to an insurance carrier. for the purpose of obtaining
30 insurance coverage required by this Chapter. the bank's regulatory rating prepared by
31 the OCOB: provided however. that the insurance carier must agree in writing to
32 maintain the confidentialitv of the information and not to disclose it in any manner
33 whatsoever.
34
35

36"
37 (d An applicant for permission to organize a bank and for a charter must file an
38 application with the Commissioner. The application shall be in the form required by the
39 Commissioner and shall contain such information as the Commissioner requires. set

40 forth in sufficient detail to enable the Commissioner to evaluate the applicant's
4L satisfaction of the criteria set forth in G.S.53-3-4. The applicant shall pay a

42 non-refundable application fee as provided by rule at the time of filing the application.
43 (U Upon receipt of an application. the Commissioner shall conduct an
44 examination of the applicant and any other matters deemed relevant by the
45 Commissioner. The Commissioner may require additional information and may require
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I the amendment of the application in the course of the examination. An applicant's
2 failure to furnish all required information or to pay the required fee within 30 days after
3 filing the application may be considered an abandonment of the application.
4"
5 (d With the approval of the Commissioner" the organizers may file articles of
6 incorporation for the proposed bank with the Secretary of State. The Commissioner
7 shall authorize the organization of the proposed bank if the Commissioner is satisfied
8 that each of the following conditions is met:

(!) The application is complete.

Q) The Commissioner's examination as provided for in G.S.53-3-1
indicates that the requirements for the issuance of a charter to the
applicant are reasonably probable of satisfaction.

(3) The proposed name of the proposed bank is not likely to mislead the
public as to its character or purpose and is not the same as a name
already adopted by an existing depository institution or ffust institution
operating in this State.

I7 (D If the Commissioner approves the organization of the proposed bank. the
18 Commissioner shall issue a certificate to the Secretary of State. The Secretary of State

19 shall transmit to the Commissioner a certified copy of the filed articles of incorporation
20 of the proposed bank.
2l (g) Unless and until the Commissioner issues a charter to the proposed bank:
22 (D The proposed bank shall not transact any business except such as is
23 incidental and necessary to its organization or the application for A

24 charter or preparation for commencing the business of banking.
25 Q) All funds paid for shares of the proposed bank shall be placed in
26 escrow under a written escrow with a third party escrow agent
27 satisfactory to the Commissioner.
28 (O All funds for shares placed into escrow. and all dividends or interest on
29 such funds. may be removed from escrow only with the
30 Commissioner's approval except to the extent that such funds are

3l refunded to subscribers or as otherwise required by law.
32 (O A proposed bank is subject to the jurisdiction of the Commissioner.
33"
34 (d The articles of incorporation of a proposed bank shall be signed and

35 acknowledged by or on behalf of an organizer and shall contain the following:
36 (D The information required to be set forth in articles of incorporation
37 under Chapter 55 of the General Statutes.
38 (D Any provision consistent with Chapter 55 of the General Statutes and
39 other applicable law that the organizers elect to set forth for the
40 regulation of the internal affairs of the proposed bank and that the
4I Commissioner authorizes or requires.
42 (O Any provision the Commissioner requires or authorizes as a substitute
43 for a provision that otherwise would be required by Chapter 55 of the

44 General Statutes.
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1 (D Before the chartering of a proposed bank. the articles of incorporation filed
2 under the provisions of G.S. 53-3-2 shall be sufficient certification to the FDIC that the
3 proposed bank is a legal entity.
4t'

td The Commissioner may approve a charter for a proposed bank only when the
6 Commissioner has determined that all the following requirements have been satisfied or
7 are reasonably probable to be satisfied within a reasonable period of time specified by
8 the Commissioner in the order of approval:

LU The proposed bank has solicited or will solicit subscriptions for9

10

1l
t2
13

t4
15

16

17

18

t9
20

2l

purchases of shares sufficient to provide an amount of required capital
satisfactory to the Commissioner for the commencement of the
business of banking.
All prior public solicitations for purchases of shares. and all future
solicitations will be solicited with appropriate disclosure. taking into
account all the circumstances of the public solicitation. including a
prominent statement in any solicitation document to the effect that the
solicitation has not been approved by the Commissioner or the
Commission and that a representation to the contrary is a criminal
offense.
All payments for purchases of shares in a bank in organization are
made in United States currency,
The proposed bank has an operational expense fund from which to pay
organizational expenses. in an amount determined by the
Commissioner to be sufficient for the safe and sound operation of the
proposed bank while the charter application is pending.
The proposed bank has been formed for le&itimate and lawful business
DUmOSeS.

The character. competence and experience of the organizers. proposed.
directors. proposed officers. and initial holders of more than ten
percent of the voting securities of the proposed bank will command the
confidence of the public.
The proposed officers and directors. as a group. have degrees of
character. competence and experience sufficient to justify a belief that
the proposed bank will be free from improper or unlawful influence
and otherwise will operate safely. soundly and in compliance with law.
The anticipated volume and nature of business of the proposed bank
projected in the application are reasonable and indicate a reasonable
probability of safe. sound. and profitable operation of the proposed
bank.
If the proposed bank intends to conduct "trust business". as defined by
G.S.53-1-4(69). it appears that trust powers should be granted based
on consideration of the various factors set forth in Article 24 of this,

Chapter for considering applications and settingcapital for a State trust
company.
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I (D The Commissioner's determination that the requirements described in
2 subsection (a) are reasonably probable of satisfaction may be based on partial
3 satisfaction of the requirements at a level set by the Commissioner as a prerequisite for
4 approval of the charter. and also may be based on presentation of a plan for the full
5 satisfaction of the requirements.
6 (g) If it appears to the Commissioner that the proposed bank has satisfied or is
7 reasonably probable to satisfy the requirements for issuance of a charter. the

8 Commissioner shall issue an order approving the application for a charter and such

9 order shall be submitted to the Commission for its review at a public hearings. The
10 Commissioner may. in the order approving the proposed bank's charter. impose other
11 reasonable conditions or restrictions upon the proposed bank or the new bank.
12 consistent with this Chapter.
13 (O If it appears to the Commissioner that the proposed bank has not satisfied and
14 is not reasonably probable of satisfying the requirements for issuance of a charter. the
15 Commissioner shall issue an order denying approval of the application. The applicant
16 may. within ten days of issuance of the order. give notice of appeal of this decision to
l7 the Commission pursuant to G.S. 53-2-6.
18 " !g&,
L9 (d Not less than 30 days before the public hearing of the Commission to review
20 the Commissioner's approval of an application. the applicant shall cause to be published
2I a public notice. The public notice shall contain:
22 (_U A statement that the application has been filed with the Commissioner.
23 (U The name of the community where the proposed bank intends to locate
24 its principal office.
25 (O A statement that a public hearing will be held to review the
26 Commissioner's approval of the application.
27 g) A statement that any interested person may file a written statement
28 either favoring or protesting the chartering of the proposed bank. The
29 statement shall note that. in order to be considered at the public
30 hearing. all written statements from interested persons must be filed
3I with the Commission within 30 days of the date of publication of the
32 public notice.
33 (U At the public hearing. the Commission shall consider the findings and order
34 of the Commissioner and shall hear such testimony as the Commissioner may wish to
35 give or be called upon to give. To the extent that the Commission deems the information
36 and testimony relevant to its review of the Commissioner's order. the Commission shall
37 receive information and hear testimony from the organizers and shall hear from any
38 other interested gersons.
39"
40 (d The Commission shall consider the findings and order of the Commissioner.
4l oral testimony. and any other information and evidence. either written or oral that
42 comes before it at the public hearing to review the Commissioner's approval of an
43 application for a charter. The Commission may adjourn and reconvene the public
44 hearing in unusual circumstances. The Commission shall affirm or reverse the
45 Commissioner's order. The Commission may adopt the Commissioner's
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1 recommendation with respect to conditions for issuance of a charter. or it may modify
2 the conditions recommended by the Commissioner. The Commission shall render its
3 decision at the public hearing. unless unusual circumstances require postponement of
4 the decision. The Commission's review shall be limited to a determination of whether
5 the criteria set forth in G.S.53-3-4 have been met and whether the provisions of this
6 Article have been followed.
7 (D If the Commission denies an application for a charter or if the Commission
8 approves an application with conditions not set forth in the Commissioner's approval.
9 the applicant may appeal the denial or approval containing such conditions as provided
10 in G.S. 53-2-6.
11 "

12 (d A proposed bank shall not engage in business except as allowed under
L3 G.S.53-3-2(cX1). until it receives a charter issued by the Commissioner. The
14 Commissioner shall not issue the charter until the Commissioner is satisfied that the
15 proposed bank has done each of the following:

(!) Received payment in United States currency for the purchase of shares
and will have satisfactory required capital upon commencing business.
in each case in at least the amount required by the Commission's order
approving the application.

Q Elected the proposed officers and directors named in the application or
other officers and directors approved by the Commissioner.

(3) Secured deposit insurance from the FDIC.
g) Complied with all requirements of the Commission's order approving

the application for a charter.
(l) Appears to be ready to commence the business of banking. in the

reasonable discretion of the Commissioner upon a pre-opening
examination.

(b) The charter issued by the Commissioner shall set forth any ffust powers of the
29 bank which may be full or partial ffust powers.
30 (g) If a bank does not open and engage in the business of banking within six
3l months after the date its charter is issued or within such longer period as may be
32 permitted bv the Commissioner. the Commissioner shall revoke the charter.
33 (O If the Commissioner determines that a charter should not be issued following
34 Commission approval. the applicant may appeal that decision to the Commission as

35 provided in G.S. 53-2-6.
36 (d Following the exhaustion of all appeals. the Commissioner may dissolve and
37 liquidate the proposed bank as provided in G.S.53-9-301. or order the organizers to
38 dissolve and liquidate the proposed bank pursuant to G.S.53-9-201. if any one of the
39 following occurs:

(!) The Commissioner does not recommend the issuance of a charter.

LD. The Commission denies approval of a charter.
(3) The charter is revoked by the Commissioner pursuant to subsection (c)

of this section or other applicable law."
Article 4,A'

Govemance of Banks
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1 $ 53-4-1. Banks - form of oreanization.
2 (d A bank shall be formed as. and shall maintain the form of. a corporation
3 formed under the laws of this State.
4 (U The provisions contained in Chapter 55 of the General Statutes shall apply to
5 banks except where provisions of this Chapter provide differently. or where the

6 Commissioner determines that any provision of Chapter 55 is inconsistent with the

7 business of banking or the safety and soundness of banks.
8 $ 53-4-2. Banks controlled bv boards of directors.
9 (d The corporate powers of a bank shall be exercised by or under the authority
10 of. and the business and affairs of the bank shall be managed by or under the direction
11 of. its board of directors.
t2 (U A bank's board of directors shall consist of not less than five individuals. For
13 good cause shown. the Commissioner may approve boards of directors consisting of
14 less than five individuals to the extent consistent with other applicable law.
15 (g) The board of directors shall meet at least quarterly provided that the executive
16 committee shall meet in any month in which there is no meeting of the board of
l7 directors and the loan committee shall meet monthly.
18 (O Except to the extent the provisions of this Chapter or other applicable federal
19 or state laws and regulations impose a different standard. bank directors shall have the
20 duties. authority, and liabilities of directors of corporations organized under Chapter 55

2l of the General Statutes.
22 (d The board of directors of a bank may appoint directors with respect to such of
23 the bank's branches as it deems useful to the business of the bank. No such advisory
24 director shall be liable for acts or omissions undertaken as an advisory director under
25 . the laws applicable to the performance of the duties of a director of a bank. unless and
26 only to the extent he or she undertakes or is delegated authority as a director of the

bank.
tt

(g) The board of directors shall appoint. at a minimum. an audit committee. an
executive committee. a loan committee (which may be the executive committee or the
board of directors as a whole). and may appoint such other committees as it deems
appropriate to provide for the safe and sound operation of the bank in a manner
consistent with applicable laws and regulations.

(b) The Commissioner may require the board of directors of a bank to establish
one or more additional committees if. in the judgment of the Commissioner. such
committees are reasonably necessary or appropriate for good corporate governance. for
the safe and sound operation of the bank. or to ensure the bank's compliance with
applicable laws and regulations. In the exercise of his or her judgment under this
subsection. the Commissioner may consider. among other factors. the asset size of the
bank. the range and complexity of the activities in which the bank is engaged. the
various risks undertaken by the bank. the experience and abilities of the bank's directors
and officers. and the adequacy of the bank's existing policies. procedures and internal
controls.
tt
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10

11

12

T3

t4
15

t6
l7
18

I Minutes shall be recorded and retained for all meetings of the board of directors and
2 board committees and kept on file at the bank. The minutes shall show a record of
3 actions taken.
4tt
5 (d At least three fourths of the directors of a bank shall be citizens of the United
6 States of America.
7 (D A director must satisfy eligibility requirements for bank directors imposed by
8 federal law. including Section 19 of the Federal Deposit Insurance Act. 12 U.S.C.
e 1829(a).

(g) A director must either:

0) Appoint an agent in Wake County. North Carolina. for service of
process: or

(D Consent. on a form satisfactorv to the Commissioner. that:
a. The Commissioner may serve as the director's agent for service

of process. and
b. The director consents to jurisdiction in Wake County. North

Carolina. but only for purposes of any action or proceeding
brought by the Commissioner.

rg"
20 Cd The standard of conduct for directors shall be as set forth in G.S. 55-8-30.
2l (D Any director of any bank who shall knowinely violate. or who shall
22 knowingly permit to be violated by any officers. agents. or employees of the bank. any
23 of the provisions of this Chapter shall be held personally and individually liable for all
24 damaees which the bank. its shareholders or any other person shall have sustained in
25 consequence of such violation. Any agg:ieved shareholder of any bank in liquidation
26 may prosecute an action for the enforcement of the provisions of this section. Only one
27 such action may be brought.
29"
29 Provided a bank does not make distributions that reduce its capital below its
30 applicable required capital. the board of directors of a bank may declare such
3I distributions as it deems proper.
32"
33 (d A bank shall require security in the form of a bond for the fidelity and faithful
34 performance of duties by its officers and employees. The bond shall be issued by a
35 bondine companl/ authorized to do business in this State and upon such form as may be
36 approved by the Commissioner. Otherwise. the amount. form. and terms of the bond
37 shall be such as the board of directors may require. The premium for the bond is to be
38 paid by the bank.
39 (D To provide for the safety and soundness of a bank. the Commissioner may
40 require an increase in the amount of the bond or additional or different securitv.
4L"
42 A bank may extend credit to. and engage in transactions with. its affiliates. directors.
43 executive officers. principal shareholders. and their respective immediate family
44 members only to the extent permitted by. and subject to such restrictions and conditions
45 as are imposed by. applicable State and federal laws and regulations.
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1tt
2 (d As part of its examinations of a bank. the OCOB may assess the competence.
3 composition. structure and conduct of such bank's board of directors. including:

(!) The number of directors.

Q The independence of directors.
(3) The committee structure of the board.
g) The education and training of board members.
(5) Compliance with the bank's code of ethics.

(b) In making the assessment authorized by subsection (a) of this section. the
10 OCOB shall take into consideration publicly issued regulations and guidance of the
11 Commissioner and the bank's primary federal supervisor and may consider. among
12 other factors. the asset size of the bank. the range and complexity of the activities in
13 which the bank is engaged. the various risks undertaken by the bank. the experience and
14 abilities of the bank's directors and officers. and the adequacy of the bank's existing
15 policies. procedures and internal conffols.
16 "@
I7 (g) Each bank shall maintain a reserve fund as follows:
18 (D If the bank is a member of the Federal Reserve System. it shall
t9
20
2I
22

maintain a reserve fund in accordance with the requirements if the
Federal Reserve Board.

Q) All other banks shall maintain a reserve fund as required by the
Commissioner.

29

30

3l
32

33

34
35

23 (D The Commissioner may require a level of reserve fund for non-member banks
24 as provided in subsection (aX2) of this section taking into consideration the level of
25 liquidity the Commissioner deems necessary for the safe and sound operation of the
26 banks.
27 (g) In establishing the required level of reserve fund. the Commissioner shall
28 include the followingtypes of ligid reserves:

(!) Cash on hand. which shall include both United States currency and
exchange of any clearing house association or similar intermediary.
Balances on demand from designated depository institutions.
Obligations of the United States Treasury. any agency of the United
States government which is guaranteed by the United States

government. and any general obligation of this State or any political
subdivision thereof which has an investment grade rating of A or

36 higher by a nationally recognized rating service.
37 (O Notwithstanding any other provision of this Chapter. in the event the reserve
38 fund of a bank falls below the level required under subsection (b) of this section. the
39 Commissioner may require the bank to do the following:

(!) Discontinue making any new extension of credit: and

Q) Promptly restore its reserve fund to the applicable required level.
42 (d In the event a bank shall fail to promptly restore its reserve fund to the
43 applicable level required within ten days after the Commissioner directs it to do so. the
44 Commissioner may take such actions under Article 8A of this Chapter as the
45 Commissioner deems necessary.
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L4
15

t6
t7
18

T9

20
2l

1t'
(4) For purposes of this section. the following definitions apply:

(1) "Compliance review committee" means:
a. An audit. loan review. or compliance committee appointed by

the board of directors of a bank. or any other person to the
extent the person acts at the direction of or reports to such a
committee: and

b. Whose functions are to audit. evaluate. report. or determine
compliance with any of the following:
1. Loan underwriting standards.
2. Asset quality.
3. Financial reporting to federal or State regulatory agencies.
4. Adherence to the bank's investment. lending. accounting.

ethical. or risk assessment. and financial standards.
5. Compliance with federal or State statutory requirements.

(D "Compliance review documents" means documents prepared for or
created by a compliance review committee.

(3) "Loan review committee" means a person or group of persons who. on
behalf of a bank. reviews assets. including loans held by the bank. for
the purpose of assessing the credit quality of the loans or the loan
application process. compliance with the bank's investment and loan

22 policies and compliance with applicable law and regulations.
23 (D "Government agency" means a state or federal regulatory body that is
24 not a bank supervisory agency that has jurisdiction over a bank's
25 compliance with state or federal laws or regulations. including those
26 dealing with taxes. securities. or financial reporting.
27 (D Banks shall maintain complete records of compliance revigw documents. and
28 the documents shall be available for examination by the Commissioner or any bank
29 supervisory agency or government agency having jurisdiction. Notwithstanding Chapter
30 132 of the General Statutes. compliance review documents in the custody of a bank. the
3I Commissioner. a government agency or a bank supervisory agency are confidential. are
32 not open for public inspection. and are not discoverable or admissible in evidence in a
33 civil action against a bank. its directors" officers. or employees. unless the court finds
34 that the interests of justice require that the documents be discoverable or admissible in
35 evidence.
36
37

38 "@
39 (d Except as otherwise specifically provided by this Chapter. a bank shall have
40 the powers conferred upon business corporations organized under the laws of this State.
4I In addition. and not by way of limitation. a bank shall have the power to:

(1) Carrlr on the business of banking. which includes such activities as

discounting and neeotiating promissory notes. drafts. bills of
44 exchange. and other evidences of indebtedness. receiving deposits.
45 issuing. advising. and confirming letters of credit. receivingmoney for
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1

2

3

4
)
6

7

8

9

10

11

12

t3
I4
15

t6
t7
18

t9
20
2l
22

23

24
25

26

27

28

29

30
3T

32
33

34

35

transmission. and loaning money on personal security or on real or
personal property.

Q Make any loan that could be made by a federally chartered institution
doing business in this State.

(3) Purchase or invest in loans. or a participating interest in loans. of a

type that the bank could itself make.
(!) Sell any loan. including one or more participating interest in a loan.
(l) Make any investments authorized by G.S.53-5-2 or any other section

of this Chapter.

CO Through information technology systems. processes and capabilities.
provide. deliver or otherwise make available banking services and
products. enhance the effectiveness or efficiency of its operations. and
provide other benefits to its customers. Additionally. a bank may
utilize its information technology systems. processes. capabilities. and
capacities in the same manner and to the same extent as is permitted
for national banks.

0 Engage in any other activities approved by rule. order. or interpretation
of the Commissioner.

(b) A bank shall also have the power to engage:
(!) As principal in any activity permissible for a national bank under any

law. including the National Bank Act. 12 U.S.C. 24. as well as any
activity recognized as permissible for a national bank in any
regulation. order or written interpretation issued by the OCC.

Q) As principal in any activity that is permissible or determined by the
FDIC to be permissible. for a bank under the Federal Deposit
Insurance Act. 12 U.S.C. 1831a. or in any regulation. order or written
interpretation thereunder.

(f,) As principal in any activity that is permissible for a savings institution
organized under Chapters 54B or 54C of the General Statutes. or that
is permissible for a federal savings association under the Home
Owners'Loan Act of 1933. 12 U.S.C. 1464. or in any regulation. order
or written interpretation thereunder.

(D In any activity other than as principal permitted under the Federal
Deposit Insurance Act. 12 U.S.C. 1831a.

(g) In addition to the other powers described in this section. a bank shall have the
36 power to exercise all other powers that are reasonably necessary or incident to the
37 exercise of the powers authorized in subsections (a) and (b) of this section.
38 (O Except as provided in subsection (e) of this section. a bank which proposes to
39 engage in any new activity shall apply to the Commissioner for approval to engage in
40 the activity before its commencement. If the new activity will be conducted in a new or
4l existing subsidiary in which the bank intends to make an investment. the bank shall
42 apply to the Commissioner for approval to engage in the activity before entering into the
43 investment. The bank shall not engage in the activity or make the investment unless and
44 until the Commissioner issues a written approval of the application An application for
45 approval shall contain a description of the proposed activity and any other information
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I required by the Commissioner. A copy of any notice or application the bank is required
2 to file with any bank supervisory agency with respect to the proposed activity shall also
3 be provided to the Commissioner. For the purpose of this section. a "new activity" is
4 anv business activity in which the bank is not currently engaged. The extension or
5 relocation of an existing activity into a new department. division. or subsidiary of the
6 bank shall not be considered a new activity.
7 (d No application for approval to engage in a new activity shall be required.
8 provided all of the following conditions are met as of the date the activity is
9 commenced:

(1) The new activity is one described in subsections (a) (b) or (c) of this
section.

Q) The bank is well-capitalized and well-managed as demonsfated by the
supervisory rating it received durine its most recent safety and
soundnes s examination.

(3) No notice or application to engage in the new activity is required to be
filed by the bank with any federal banking regulator.

O A bank permitted to commence a new activity without prior application and

earlier of (i) commencing the new activity. or (ii) if applicable. making an investment in
a subsidiary through which the new activity will be conducted.
tt

(4) In addition to any powers or investments authorized by any other section of
this Chapter. a bank may invest in:

G) The shares or other securities of the following:
a. Any other depository institution.
b. Any industrial bank. bankers'bank or other deposit taking entity

chartered or existing under any federal or State law. including
the shares or other securities of clearing corporations defined in
G.S.25-8-102. the shares or other securities of central reserve
banks and the shares of an Edge Act bank. The investment of
any bank in the shares of a cenffal reserve bank or bank
organized under the Edge Act. 12 U.S.C. 611 et seq- shall at no
time exceed ten percent of the required capital of the bank
making the investment.

c. Any company in which a federally chartered institution is
authorized to invest under any statute. or any regulation. official
circular. bulletin. order or written interpretation issued by the
OCC.

(D Bonds or notes issued by or fully and unconditionally guaranteed as to
principal and interest by the United States Treasury. No bank shall be
required to maintain a reserve against deposits secured by United
States Treasury bonds or notes equal in market value to the amount of
such deposits. and such bonds or notes shall be valid security for all
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loans and deposits to the same extent as are any obligations of the

United States.
(3) Federal farm loan bonds. notes. or similar obligations issued by a farm

credit system institution.
g) Securities issued by federal home loan banks pursuant to the Federal

Home Loan Bank Act of 1932. as amended.
(5) Bonds or notes secured by a mortgage or deed of trust insured or

guaranteed by the Federal Housing Administration. Secretary of
Housing and Urban Development or the Veterans Adminisffation. or in
mortgages or deeds of trust on real estate which have been accepted
for insurance or guarantee by the Federal Housing Administration.
Secretary of Housing and Urban Development or Veterans
Administration. and in obligations of a national mortgage association
which obligations are insured or guaranteed by the United States
government. No law of this State prescribing the nature. amount or
form of security or requiring security upon which loans or investments
may be made. or prescribing the rates or time of payment of the
interest any obligation may bear. or prescribing the period for which
loans or investments may be made. shall apply to investments made
pursuant to this subsection.

(() Mutual funds. but subject to rules or orders adopted by the
Commissioner.

(b) A bank may make an investment in a subsidiary which will be operated as a:

(!) Bank operating subsidiary.
(D Financial subsidiary.
(f,) DPC subsidiary. as defined by G.S. 53-1-4(29).

(g) An investment by a bank or a bank subsidiary pursuant to subsection (b) or
28 (d) of this section shall receive the same accounting and regulatory freatment as is
29 accorded to such investment by the bank's primary federal supervisor. No investment
30 shall be made by a bank or a bank subsidiary pursuant to subsection (b) or (d) of this
3L section unless:

(Q The investment is approved by the board of directors of the bank.

Q) The bank has carefully investigated the business or activity in which
the subsidiary established by the investment will engage.

(3) The bank has established the risk management and financial controls
necessary to engage in the business or activity in a safe and sound
manner.

g) The bank has. and following the making of the investment and the
application of the provisions of this subsection. will continue to satisfy
the capital requirements of this Chapter.

ft!) A bank operating subsidiary may make an investment of any size in a lower
42 tier subsidiary.
43 (d Except as provided in subsection (fl of this section. a bank or bank operating
44 subsidiary proposing to make an investment described in subsection (b). (c). or (d) of
45 this section shall give prior written notice to the Commissioner. providing such detail as
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the Commissioner may require. Unless the Commissioner. within 30 days following
receipt of the notice. notifies the bank or bank operating subsidiary that the
Commissioner objects to the proposed investment. the bank or bank operating
subsidiary may complete the investment. However. the Commissioner may extend the
period within which to object to the proposed investment if the Commissioner
determines that it raises issues which require additional information or additional time
for analysis. While the objection period is so extended" the bank or bank operating
subsidiary may not proceed with respect to the proposed investment.

(fl The prior notice requirement provided by subsection (e) of this section shall
not apply if all of the following apply:

(!) The bank is well-capitalized and well-managed as demonstrated by the
supervisory rating it received during its most recent examination.

Q) Each activity of the subsidiary in which the investment is to be made is
either:
a. One in which the bank is then engaged or has greviously been

engaged. directly or through a different subsidiary. and for
which all necessary approvals of bank supervisory agencies and
of the Commissioner have previously been obtained and remain
in effect or

b. One for which no prior notice or application for approval to any
federal bank supervisory authority is required.

G) A bank that makes an investment pursuant to the exception created by
this subsection shall nevertheless notify the Commissioner in writing
of the investment within 30 days thereafter.

(g) Any bank. out-of-state bank. national bank. or any subsidiary thereof. which
engages in an activity subject to licensure and/or regulation under the laws of this State.

other than this Chapter. shall be subject to licensure and/or regulation on a basis that
does not arbitrarily discriminate by the apprqpriate regulatory agsncy which licenses
and/or regulates nonbanks which engage in the same activity.

(h) The Commissioner shall monitor the impact of investment activities of banks
and their subsidiaries under this section on the safety and soundness of such banks. Any
securities owned or hereafter acquired in excess of the limitations herein imposed shall
be disposed of at public or private sale within six months after the date of acquiring the
secrnities. and if not so disposed of. they shall be charged to profit and loss account. and
no longer caried on the books as an asset. The limit of time in which securities shall be
disposed of or charged off the books of the bank may be extended by the Commissioner
if in the Commissioner's judgment it is for the best interest of the bank that the
extension be granted. provided that the limitations imposed in this section on the
ownership of shares or other equity ownership interest in companies are suspended only
to the extent that any bank operating under the supervision of the Commissioner may
subscribe for and purchase shares and other equity ownership interests in. or debentures.
bonds" or other types of securities of. any company organized under the laws of the
United States for the purposes of insuring the depositors a part or all of their funds on
deposit in banks to the extent as security ownership is required in order to obtain the
benefits of deposit insurance for such depositors.
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1 O A bank may purchase. hold. and convey real estate other than bank premises

2 for the following purposes:
(]) As security for extensions of credit made or moneys due to it when

that real estate has been mortgaeed to it in good faith.

Q) When the real estate has been purchased at sales upon foreclosures of
mortgages and deeds of trust held or owned by it. or on judgments or
decrees obtained and rendered for debts due to it. or through deeds in

. lieu of foreclosure or other settlements affecting security of those

debts. All real property acquired under this subdivision shall be sold
by the bank within five years after it is acquired unless, upon
application by the bank. the Commissioner extends the time within
which the sale shall be made.

13 O A bank's investment in any bonds or other debt obligations of any one person.

14 other than obligations of the United States government. or an agency thereof. or other
15 obligations guaranteed by the United States. this State. another state. or other political
16 subdivision of this State or another state. shall at no time exceed ten gercent of its
I7 required capital.
19"

the Secretary of Housing and Urban Development. Federal Housing

12

t9
20 Administration. Veterans Administration. etc.
2I (d Insured Mortgages and Obligation of National Mortgage Associations and
22 Federal Home Loan Banks. - It shall be lawful for all commercial and industrial banks.
23 trust companies. buildinL and loan associations. savings and loan associations.
24 insurance companies. mortgagees and loan correspondents approved by the Secretary of
25 Housing and Urban Development or Federal Housing Administration. and other
26 financial institutions engaged in business in this State. and for guardians. executors.
27 administrators. trustees or others acting in a fiduciary capacity in this State to invest. to
28 the same extent that such funds may be invested in interest-bearing obligations of the
29 United States. their funds or moneys in their custody or possession which are eligible
30 for investment. in bonds or notes secured by a mortgage or deed of trust insured or
31 guaranteed blz the Federal Housing Administration. Secretary of Housing and Urban
32 Development or the Veterans Adminisfration. or in mortgages or deeds of trust on real
33 estate which have been accepted for insurance or guarantee by the Federal Housing
34 Administration. Secretary of Housing and Urban Development or Veterans
35 Administration. and in obligations of a national mortgage association which obligltions
36 are insured or guaranteed by the United States Government. or bonds. debentures.
37 consolidated bonds. or other obligations of any federal home loan bank or banks.
38 (D Insured or Guaranteed Loans: Loans Purchased by National Mortgage
39 Associations and Federal Home Loan Banks. - A11 such banks. ffust companies.
40 building and loan associations. savings and loan associations. insurance companies.
4L mortgaeees and loan correspondents approved by the Secretary of Housing and Urban
42 Development. or Federal Housing Administration. and other financial institutions. and
43 also all such guardians. executors. administrators. trustees or others acting in a fiduciary
44 capacity in this State. may make such loans. secured by real estate. as the Secretary of
45 Housing and Urban Development. the Federal Housing Administration. a national
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I mortgaee association. or the Veterans Administration has insured or guaranteed. or has

2 made a commitment to instre or guarantee. and may obtain such insurance or guarantee:
3 provided. further. that the above designated financial institutions. may make loans.
4 secured by real estate. that are eligible and committed for sale to a national mortgase
5 association. federal home loan bank" federal home loan mortgage corporation or other
6 agency or instrumentality of the United States.

7 (d Eligibility for Credit Insurance. - A11 banks. trust companies. building and

8 loan associations. savings and loan associations. insurance companies. mortgagees and
9 loan correspondents approved by the Secretary of Housing and Urban Development. or
10 Federal Housing Administration and other financial institutions. on being approved as

11 elieible for credit insurance by the Secretary of Housing and Urban Development. the
12 Federal Housing Administration. or the Veterans Administration. may make such loans
13 as are insured by the Secretary of Housing and Urban Development or Federal Housing
14 Administration or insured or guaranteed by the Veterans Administration.
15 (O Certain Securities Made Eligible for Collaterals. etc. - Whenever by statute
16 of this State. collateral is required as security for the deposit of public or other funds: or
17 deposits are required to be made with any public official or departmenu or an
18 investment of capital or surplus" or a reserve or other fund is required to be maintained.
19 consisting of designated securities. bonds. and notes secured by a mortgage or deed of
20 trust insured or guaranteed bLthe Secretary of Housing and Urban Development.
2L Federal Housing Administration. or Veterans Administration. debentures issued by the
22 Secretary of Housing and Urban Development or the Federal Housing Administration
23 and obligations of a national mortgage association shall be eligible for such purposes.
24 (d General Laws not Applicable. - No law of this State prescribing the nature.
25 amount or form of security or requiring security upon which loans or investments may
26 be made. or prescribing or limiting the rates or time of payment of the interest any
27 obligation may bear. or prescribing or limiting the period for which loans or investments
28 may be made. shall be deemed to apply to loans or investments made pursuant to the
29 foregoing paragraphs.
30
31

32"
33 (A) Subject to the provisions of this subsection. a bank may make a loan or
34 extension of credit secured by the pled&e of it own shares or the shares of its holding
35 company. provided:

(!) When a bank exercises its security interest in shares of the bank or its
holding company. it shall dispose of all of the shares within a period of

38 six months. If the shares have not been disposed of within six months.
39 the shares shall be charged to profit and loss and no longer carried as

40 an asset of the bank. The Commissioner may extend the six-month
4L period not to exceed an additional six months.
42 (D A bank may not extend credit to finance the purchase of or to cary
43 shares of the bank or the shares of its holding company. For purposes
44 of this subsection" the phrase "to cary" has the meaning set forth in 12

45 C.F.R. Part 221. as promulgated by the Federal Reserve Board.
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1 (D Loans and extensions of credit - limitations:
2 (!) The total loans and extensions of credit. both direct and indirect. by a
3 bank to a person. other than a municipal corporation for money
4 borrowed. including in the liabilities of a company. the liabilities of the
5 several members of the company. outstanding at one time and not fully
6 secured. as determined in a manner consistent with subdivision (2) of
7 this subsection. by collateral having a market value at least equal to the

8 amount of the loan or extension of credit shall not exceed the greater

9 of fifteen percent (157o) of the capital of the bank or the percentage

10 permitted for national banks in ttris State by statute or regulation of the
11 Comptroller of the Ctrrency.
12 (D The total loans and extensions of credit. both direct and indirect. by a
13 bank to a person outstanding at one time and fully secured by readily
14 marketable collateral having a market value. as determined by reliable
15 and continuously available price quotations. at least equal to the

16 amount of the loan or extension of credit outstanding shall not exceed

I7 the greater of ten percent (107o) of the capital of the bank or the

18 percentage permitted for national banks by statute or regulation of the

19 Compnoller of the Currency. This limitation shall be separate from
20 and in addition to the limitation contained in subdivision (1) of this
2l subsection.
22 (O The following shall not be considered as extensions of credit within
23 the meaning of this sectionl provided that the limitations of this
24 subsection shall not apply to loans or obligations to the extent that they
25 are secured or covered b-'r guarantees or by commitments or
26 agreements to take over or purchase the same. made by any federal
27 reserve bank or by the United States or any department. board. bureau.
28 commission or establishment of the United States. including any
29 corporation wholly owned directly or indirectly by the United States.

30 a. The discount of bills of exchange drawn in good faith against
3l actual existing values.
32 b. The discount of solvent trade acceptances or other solvent
33 commercial or business paper actually owned by the person
34 negotiating the same.
35 c. Loans or extensions of credit secured by a segregated deposit
36 account in the lending bank.
37 d. The purchase of bankers' acceptances of the kind described in
38 section 13 of the Federal Reserve Act and issued by other
39 depository institutions.
40 e. The purchase of any notes and the making of any loans. secured
4l by not less than a like face amount of bonds of the United
42 States. or any agency of the United States. or other obligations
43 guaranteed by the United States government. or the State of
44 North Carolina or certificates of indebtedness of the lJnrtecl
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States. or agency thereof. or other obligations guaranteed by the
United States government.

g) For purposes of this subsection. the following definitions and
conditions apply:
a. "Person" includes an individual. or a corporation. partnership.

c.

trust. association. joint venture. pool. syndicate. sole
proprietorship. unincorporated organization" or any other form
of entity not specifically listed. provided. the term "person"
shall not include (i) a clearing organization registered with the
CommoditL Futures Trading Commission (or its successor) or
the Securities and Exchange Commission (or its successor) or
any federal banking agency. and (ii) a bank's affiliates.
Loans or extensions of credit to one person include loans made
to other persons when the proceeds of the loans or extensions of
credit are to be used for the direct benefit of the first person or
the persons are engaged in a common enterprise.
For purposes of this section. extensions of credit by a bank to a
person shall include the bank's credit exposures to the person in
derivative transactions with the bank.
"Derivative ffansaction" includes any ffansaction that is a

contract. agreement. swap. warrant. note or option that is based.
in whole or in part. on the value of. any interest in. or any
quantitative measure or the occurrence of any event relating to.
one or more commodities. securities. debt instruments.
currencies. interest or other rates. indices or assets.

Credit exoosure to a person in connection with a derivative
transaction shall be determined based on an amount that the
bank reasonably determines in accordance with customary
industry practices under the terms of the derivative transaction
or otherwise would be its loss if the person were to default on
the date of determination. taking into account any netting and
collateral arangements. and any guarantees or other credit
enhancements. provided that the bank may elect to determine
credit exposure on the basis of such other method of
determining credit exposure as may be permitted by the bank's
primary federal regulator.

b.

d.

37 (q) The Commissioner shall monitor the lendin&activities of banks under this
38 section for undue credit concentrations.and inadequate risk diversification which could
39 adversely affect the safety and soundness ofthe banks.
40 Cd) Rules adopted by the Commissioner to ensure that extensions of credit made
41 bv banks are in keeping with sound lending practices and to promote the purposes of
42 this Chapter shall not prohibit a bank from making any extension of credit that is a
43 permitted extension of credit for a federally chartered institution.
44 "@
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1 (d A bank may. consistent with applicable law and safe and sound banking
2 practices. offer all types of deposit accounts upon such terms and conditions as the bank
3 considers appropriate.
4 CD A bank shall secure insurance for its deposits from the FDIC.
5 "$ 53-6-3. Securine deposits.
6 (g) A bank may not create a lien on its assets or otherwise secure the repayment
7 of a deposit except as authorized or required by this section. other laws of this State. or
8 federal law.
9 (D A bank may pledge its assets to secure a deposit of the government of this

10 State or any other state. any agency or political subdivision of this State or any other
11 state. the United States government. any agency or instrumentality of the United States.

12 or any Indian tribe recognized by the United States government as eligible for the
13 services provided to Indian tribes by the Secretary of the Interior because of its status as

14 an Indian tribe.
15 (g) This section does not prohibit the pledge of assets by a bank to secure the
16 repayment of money borrowed.
17 (O An act. deed. conveyance. pledge. or contract in violation of this section is
18 void.
19 "@
20 (d A bank may issue and operate a deposit account in the name of a minor or in
2L the name of two or more individuals" one or more of whom are minors. and receive
22 payments. pay withdrawals. accept a pledge of the account. issue automated teller
23 machine (ATM) and debit cards. contract for overdraft protection. and act in any other
24 manner with respect to the account on the order of the minor with like effect as if the
25 minor were of full age and legal capacity. Any palment to or at the direction of a minor
26 is a discharge of the bank to the extent thereof. The account shall be held for the
27 exclusive right and benefit of the minor and any joint owners. free from the control of
28 all other persons except creditors. A minor who obtains a deposit account from a bank
29 under this subsection. whether individually or together with others. is bound by the
30 terms of the deposit account agreement to the same extent as if the minor were of full
3l age and legal capacity.
32 (D Any bank may lease a safe deposit box to a minor or to two or more
33 individuals. one or more of whom are minors. With respect to any such lease. a bank
34 may deal with the minor in all regards as if the minor were of full age and legal
35 capacity. A minor entering a lease agreement with a bank under this subsection. whether
36 individually or together with others. is bound by the terms of the safe deposit box
37 agreement to the same extent as if the minor were of full age and legal capacity.
38 (O If a minor with a deposit account. other than a joint account with right of
39 survivorship or a payable on death account. dies. a parent or legal guardian of the minor
40 may access and withdraw the funds on deposit and the bank is discharged to the extent
4I of any withdrawal. If a minor with a safe deposit box dies. the provisions of
42 G.S. 28A-15-13 shall control the opening. inventory. and release of contents of the safe

43 deposit box.
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1 (1!) This section shall not affect the law governing transactions with minors in
2 cases outside the scope of this section. including transactions that constitute an
3 extension of credit to the minor.
4 "@
5 (d Any two or more individuals may establish a joint deposit account by written
6 contract. The deposit account shall be held for them as joint tenants. The account may
7 also be held pursuant to G.S. 41-2.1 of the General Statutes and have the incidents set

8 forth in that section. If the account is held pursuant to G.S. 41-2.1 the contract shall set

9 forth that fact.
10 (D Unless the individuals establishing a joint account have agreed with the bank
11 that withdrawals require more than one signature. payment by the bank to. or at the
l2 direction of any joint tenant designated in the contract authorized by this section shall be
13 a total discharge of the bank's obligation as to the amount so paid.
14 (g) Funds in a joint account established with right of survivorship shall belong to
15 the survivins joint tenant or tenants upon the death of a joint tenant. and the funds shall
16 be subiect. only to the personal representative's right of collection as set forth in
l7 G.S.28A-15-10(a)(3). or as provided in G.S.41-2.1 if the account is established
18 pursuant to the provisions of that section. Payment by the bank of funds in the joint
19 account to a surviving joint tenant or tenants shall terminate the personal
20 representative's authority under G.S. 28A-15-10(aX3) to collect against the bank for the
2I funds so paid. but the personal representative's authority to collect such funds from the
22 survivine ioint tenant or tenants is not terminated.
23 (O A pledge of a joint account by any one or more of the joint tenants. unless
24 otherwise specifically agreed between the bank and all joint tenants in writing. shall be
25 a valid pledee and ffansfer of the account or of the amount so pledged. shall be binding
26 upon all ioint tenants. shall not operate to sever or terminate the joint ownership of all or
27 any part of the account. and shall survive the death of any joint tenant.
28 (O A bank is not liable to joint tenants for complying in good faith with a writ of
29 execution. garnishment. attachment. levy. or other legal process that appears to have
30 been issued by a court or other authority of competent jurisdiction and seeks funds held
31 in the name of any one or more of the joint tenants.
32 (O Persons establishing a joint account with right of survivorship under this
33 section shall sign a statement showing their election of the right of survivorship in the
34 account. and containing language set forth in a conspicuous manner and substantially
35 similar to the following:
36 BANK (or name of institution)
37 JOINT ACCOUNT WITH RIGHT OF SURVIVORSHIP
38 G.S. 53-6-6

39 We understand that by establishing a joint account under the provisions of North
40 Carolina General Statute $53-6-6 that:
4I (!) The bank (or name of institution) may pay the money in the account
42 to. or on the order of. any person named as a joint holder of the
43 account unless we have agreed with the bank that withdrawals reguire
44 more than one signature: and
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@ Upon the death of one joint owner. the money remaining in the

account will belong to the surviving joint owners and will not pass by
inheritance to the heirs of the deceased joint owner or be controlled by
the deceased joint owner's will.

7 (g) This section does not repeal or modify any provision of law relating to estate

8 taxes.
9 (D Any joint tenant may terminate a joint account.

l0 O Where a joint account is held by two or more individuals and a joint tenant
11 does not wish for the account to be terminated but requests to be removed from the
12 account. the bank shall remove the joint tenant from the account. The joint account shall
13 continue in the names of the remaining tenant or tenants. Any joint tenant who
14 requested to be removed from an account remains liable for any debts incurred in
15 connection with the joint account during the period in which the individual was an

16 named joint tenant.
17 O A{ry joint account created under the provisions of G.S. 53-146.1 as it existed
18 prior to the effective date of this section shall for all purposes be governed by the
19 provisions of this section after the effective date of this section. and any reference to
20 G.S.53-146.1 in any statement electing a right of survivorship shall be deemed a
2I reference to this section.
22 tD This section shall not be deemed exclusive. Deposit accounts not conforming
23 to this section shall be governed by other applicable provisions of the General Statutes
24 or the common law. as appropriate.
25"
26 (d If any natural person establishing a deposit account shall execute a written
27 agreement with the bank containing a statement that it is executed pursuant to the

28 provisions of this section and providing for the account to be held in the name of the

29 natural person as owner for one or more beneficiaries. the account and any balance
30 thereof shall be held as a Payable on Death account. The account shall have the
31 following incidents:
32

33

34

35

36

37

38

39
40
4L

42
43

(]) Any owner during the owner's lifetime may change any designated
beneficiary by a written direction to the bank.

Q) If there are two or more owners of a Payable on Death account. the
owners shall own the account as joint tenants with right of
survivorship and. except as otherwise provided in this section. the
account shall have the incidents set forth in G.S. 53-6-6.

(f,) Any owner may withdraw funds by writing checks or otherwise. as set

forth in the account contract. and receive payment in cash or check
payable to the owner's personal order.

g) If the beneficiary is a natural person. there may be one or more
beneficiaries and the following shall apply:
a. If only one beneficiary is living and of legal age at the death of

44 the last surviving owner. the beneficiary shall be the owner of
45 the account and payment by the bank to the owner shall be a
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total discharge of the bank's obligation as to the amount paid. If
two or more beneficiaries are living at the death of the last
surviving owner. they shall be owners of the account as joiu!
tenants with right of survivorship as provided in G.S.53-6-6.
and payment by the bank to the owners or any of the owners
shall be a total discharge of the bank's obligation as to the
amount paid.

b. If only one beneficiary is living and that beneficiary is not of
legal age at the death of the last surviving owner. the bank shdl
transfer the funds in the account to the general guardian or
euardian of the estate. if anv. of the minor beneficiarv. If no
guardian of the minor beneficiar.v has been appointed. the bank
shall hold the funds in a similar interest bearing account in the
name of the minor until the minor reaches the age of majority or
until a duly appointed guardian withdraws the funds.

(l) If the beneficiary is an entity other than a natural person. there shall b
only one beneficiary.

($) If one or more owners survive the last surviving beneficiary who was a
natural person. or if a beneficiary who is an entity other than a natural
person should cease to exist before the death of the owner. the account
shall become an individual account of the owner. or a joint account
with right of survivorship of the owners. and shall have the legal
incidents of an individual account in a case of a single owner or a joint
account with right of survivorship. as provided in G.S.53-6-6. in the
case of multiple owners.

A) Prior to the death of the last surviving owner. no beneficiary shall have
any ownership interest in a Payable on Death account. Funds in a

Payable on Death account established pursuant to this subsection shall
belong to the beneficiary or beneficiaries upon the death of the last
surviving owner. and the funds shall be subject only to the personal
representative's right of collection as set forth in G.S. 28A-15-10(aX1_).
Payment by the bank of funds in the Payable on Death account to the
beneficiary or beneficiaries shall terminate the persoqal
representative's authority under G.S. 28A-15-10(aX1) to collect
against the bank for the funds so paid. but the personal representative's
authority to collect such funds from the beneficiary or beneficiaries is
not terminated.

38 The natural person establishing an account under this subsection shall sign a

39 statement containing language set forth in a conspicuous manner and substantially
40 similar to the language set out below. The language may be on a signature card or in an
4l explanation of the account that is set out in a separate document whose receipt jis
42 acknowledged by the person establishing the account:
43 BANK (or name of institution)
44 PAYABLE ON DEATH ACCOUNT
45 G.S.53-6-7
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1 I (or we) understand that by establishing a Payable on Death account under the
2 provisions of North Carolina General Statute 53-6-7 that:

1. During my (or our) lifetime I (or we). individually or jointly. may
withdraw the money in the account.

2. By written direction to the bank (or name of institution) I (or we).
individually or jointly. may change the beneficiary or beneficiaries.

3. Upon my (or our) death. the money remaining in the account will
belong to the beneficiary or beneficiaries. and the money will not be
inherited by my (or our) heirs or be controlled by will.

l l (U This section shall not be deemed exclusive. Deposit accounts not conforming
12 to this section shall be governed by other applicable provisions of the General Statutes
13 or the common law. as appropriate.
14 (d No addition to the accounts. nor any withdrawal. payment. or change of
15 beneficiary. shall affect the nature of the account as Payable on Death accounts or affect
16 the right of any owner to terminate the account.
17 (O This section does not repeal or modify any provisions of law relating to estate

18 taxes.
lg"
20 (g) Any person may establish a personal agency account by written conffact
2l containing a statement that it is executed pursuant to the provisions of this section. A
22 personal agency account may be any type of deposit account. The written contract shall
23 name an agent who shall have authority to act on behalf of the depositor in the manner
24 set out in this subsection. The agent shall have the authority to:

(!) Make. sign or execute checks drawn on the account or otherwise make
withdrawals from the account.

(D Endorse checks made payable to the principal for deposit only into the
account.

(3) Deposit cash or negotiable instruments. including instruments
30 endorsed by the principal. into the account.
3l (D A person establishing an account under this section shall sign a statement
32 containing languaee substantially similar to the following in a conspicuous manner:

BANK (or name of institution)
PERSONAL AGENCY ACCOUNT

G.S.53-6-8
36 The undersigned understands that by establishing a personal agency account under
37 the provisions of North Carolina General Statute $53-6-8. the agent named in the
38 account may:
39 1. Sign checks drawn on the account.
40 2. Make deposits into the account.
4L The undersiened also understand that if the undersigned is a natural person. upon his
42 or her death the money remaining in the account will be controlled by his or her will or
43 inherited by his or her heirs.
44
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1 (g) An account created under the provisions of this section grants no ownership
2 right or interest in the a&ent. Upon the death of the principal there is no right of
3 survivorship to the account and the authority set out in subsection (a) of this section
4 terminates.
5 (O The written contract referred to in subsection (a) of this section shall provide
6 that the principal may elgct to extend the authority of the agent set out in subsection (a)

7 of this section to act on behalf of the principal in reeard to the account notwithstanding
8 the subsequent incapacity or mental incompetence of the principal. If the principal is a
9 natural person and elects to extend the authority of the agent. then upon the subsequent

10 incapacity or mental incompetence of the principal. the agent may continue to exercise
11 the authority. without the requirement of bond or of accounting to any court. until such
12 time as the agent shall receive actual knowledge that the authority has been terminated.
13 The duly qualified guardian of the estate of the incapacitated or incompetent acting
14 pursuant to a durable power of attorney. as defined in G.S.32A-8. which grants to the
15 attorney-in-fact the authority in regard to the account which is granted to the agent by
16 the written contract executed pwsuant to the provisions of this section.'shall have the
l7 power. upon notifying the agent and providing written notice to the bank where the
18 personal agency account is established. to terminate the agent's authority to act on
L9 behalf of the principal with respect to the account. Upon termination of the agent's
20 authority. the agent shall account to the guardian or attornev-in-fact for all actions of the
2L agent in regard to the account during the incapacity or incompetence of the principal. If
22 the principal is a natural person and does not elect to extend the authority of the agent.
23 then upon the subsequent incapacity or mental incompetence of the principal. the
24 authority of the agent set out in subsection (a) of this section terminates.
25 (d When an account under this section has been established. all or part of the
26 account or any interest or dividend may be paid on a check made. signed or executed by
27 the agent. In the absence of actual knowledge that the principal has died or that the
28 aeencv created by the account has been terminated. the payment shall be valid and
29 sufficient discharge to the bank for payment so made.
30 (O A personal agency account shall have only one owner and one agent. The
3I owner shall retain the authority to change the namqd agent on the personal agency
32 account.
33 (g) Any personal agency account created under the provisions of G.S.53-146.3
34 as it existed prior to the effective date of this section shall for all purposes be governed
35 by the provisions of this section after the effective date of this section. and any reference
36 to G.S.53-146.3 in any statement establishing the account shall be deemed a reference
37 to this section.
39"
39 (d One or more adults may open and maintain a custodial deposit account for or
40 in the name of a minor and using the minor's taxpayer identification number. Unless
4L otherwise provided in the agreement governing the account:

(f) Beneficial ownership of the account vests exclusively in the minor. A11

interest credited to the account shall belong to the minor and shall be
42
43

44 reported to the appropriate taxing authorities in the name of the minor
45 using the minor's taxpayer identification number.
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Q) Except as otherwise provided. control of the account vests exclusively
in the custodian whose name appears on the bank's records for the
account. If there is more than one custodian named on the bank's
account records. each may act independently. Any one or more of the
custodians named on the bank's records may turn over conffol of the
account to the minor at any time. either before or after the minor
reaches the age of majority.

(3) If the custodian has not already transferred control then after the minor
beneficiary reaches the age of majority. the beneficiary may instruct
the bank to transfer confol to the beneficiary and remove the named
custodian.

g) If the custodian. or if more than one custodian is on the account" the
last of the custodians to survive. dies before the minor reaches the age

of majority. the minor's parent or the minor's legal guardian may act as

custodian or name another custodian on the account.

&) This section shall not be deemed exclusive. Accounts not conforming to this
section shall be governed by other applicable provisions of the General Statutes.

18 including Chapter 33A. the North Carolina Uniform Transfers to Minors Act. or the
19 common law. as appropriate.
20"
2I personal representative or guardian.
22 (d A bank may pay any balance on deposit to the credit of any deceased

23 individual to the duly qualified personal representative. collector. or public
24 adminishator of the decedent who is qualified as such under the laws of any state.
25 (D A bank may pay any balance on deposit to the credit of any individual
26 judicially declared incompetent or otherwise under a legal disability to the duly
27 qualified personal representative. guardian. curator. conservator. or committee of the
28 person declared incompetent or under disability who is qualified as such under the laws
29 of any state.
30 (g) The presentation of a letter of qualification as personal representative.
3I collector. public administrator. guardian. curator. conservator. or committee of the
32 person issued or certified by the appointing court shall be conclusive proof of the
33 jurisdiction of the court issuing the same and sufficient authority for the payment.
34 (5!) Payment by a bank in good faith under the authority of this section discharges
35 the liability of the bank to the extent of the payment.
36"
37 (d Any bank may continue to recognize any act of an attorney-in-fact or other
38 agent until the bank receives actual notice of the principal's death or a written notice of
39 revocation signed by the principal who granted the authority or. in the case of a

40 company. evidence satisfactory to the bank of the revocation. Payment by the bank to or
4l at the direction of an attorney-in-fact or other agent before receipt of the notice is a total
42 discharge of the bank's obligation as to the amount so paid.
43 (U Notwithstanding that a bank has received written notice of revocation of the
44 authority of an attorney-in-fact or other designated agent. a bank may. until ten days
45 after receipt of notice. pay any item made. drawn. accepted or endorsed by the
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I attornev-in-fact or agent prior to the revocation. provided that the item is otherwise
2 properly payable.
3"
4 (d Every bank shall render an account statement for each deposit account at least
5 annuallv to the depositor: provided. however. the statements are not required for time
6 deposits. Every bank shall render a statement of account for each deposit account.
7 including time deposits upon receipt of an appropriate request reasonably made bLa
8 depositor.
9 (D For purposes of this section. an account statement is deemed to have been
10 "rendered" to a depositor as of the earlier of the date the statement is mailed to the
11 depositor's address as shown on bank records and the date the account is posted to the
12 bank's website in a manner and a form ensuring the statement to be readily available to
13 the depositor: provided however. the bank and the depositor may agree that an account
14 statement may be rendered by other means.

15 (O Nothing in this section shall be construed to relieve the depositor from the
16 duty of exercisin&due diligence in the review of an account statement rendered by the
17 bank and of timely notification to the bank upon discovery of any error.
19 "

19 (d If the rental due on a safe deposit box is 90 days or more past due. the lessor
20 bank may send a notice by registered mail or certified mail. return receipt requested. to
2l the last known address of the lessee or by another means agreed to in writing by the
22 lessor bank and the lessee. stating that the safe deposit box will be opened and its
23 contents stored at the expense of the lessee unless payment of the rental is made within
24 30 days of the date of the mailing of the notice or the date such notice is given by the
25 means otherwise previously agreed to in writing the lessor bank and the lessee. If the
26 rental is not paid within the stated period. the box may be opened in the presence of an
27 officer of the bank and of a notary public who is not a director. officer. emplowe. or
28 shareholder of the bank. The contents shall be sealed in a package by the notary public
29 who shall write on the outside the name of the lessee and the date of the opening. The
30 notary public shall execute a certificate recitin&the name of the lessee. the date of the
3l opening of the box and a list of its contents. The certificate shall be included in the
32 package and a copy of the certificate shall be sent by registered mail or certified mail.
33 return receipt requested" to the last known address of the lessee or by the means

34 otherwise previouslv agreed to in writing by the lessor bank and the lessee. The package
35 shall then be placed in the general vaults of the bank at a rental not exceeding the rental
36 previously charged for the box.
37 (D If the contents of the safe deposit box have not been claimed within two years

38 of the mailing or other permissible delivery of the copy of the certificate to the lessee.

39 the bank may send a further notice to the last known address of the lessee by registered
40 mail or certified mail. return receipt requested. to the last known address of the lessee or
4I by a means otherwise previously agreed to in writing by the lessor bank and the lessee.
42 stating that unless the accumulated charges are paid within 30 days of the date of the
43 mailing of the notice. the contents of the box will be delivered to the State Treasurer as

44 abandoned property under the provisions of Chapter 1168 of the General Statutes.
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I (O The bank shall submit to the State Treasurer a verified inventory of all of the

2 contents of the safe degosit box upon delivery of the contents of the box or such part
3 thereof as shall be required by the State Treasurer under G.S. 1168-55. but the bank
4 may deduct from any cash of the lessee in the safe deposit box an amount equal to
5 accumulated charges for rental and shall submit to the State Treasurer a verified
6 statement of the charges and deduction. If there is no cash. or insufficient cash to plty
7 accumulated charges in the safe deposit box. the bank may submit to the State Treasurer
8 a verified statement of accumulated charges or balance of the accumulated charges due.

9 and the State Treasurer shall remit to the bank the charges or balance due. up to the

10 value of the property in the safe deposit box delivered to the State Treasurer. less qny

11 costs or expenses of sale: but if the charges or balance due exceeds the value of the

12 property. the State Treasurer shall remit only the value of the property. less costs or
13 expenses of sale. Any accumulated charges for safe deposit box rental paid by t4e State
14 Treasurer to the bank shall be deducted from the value of the property of the lessee

15 delivered to the State Treasurer.
16 (O Any property. including documents or writings of a private nature. which has

L7 little or no apparent financial value. need not be sold but may be destroyed by the bank
l8 if the State Treasurer declines to receive the property under G.S. 116B-69(a).
19 (d An explanation of the confractual provisions pertaining to default. together
20 with reference to this section. shall be printed on every conffact for rental of a safe

2l deposit box.
22"
23 evidence: disnosition of originals: record production generallv.
24 (d Any bank may cause any or all records kept by it to be recorded. copied or
25 reproduced by any photographic. reproduction. electronic. or digital process or method.
26 or by any other records .retention technology approved by rule or order of the
27 Commissioner. of a kind which is capable of accurately converting the records into
28 tangible form within a reasonable time. Each such converted tangible form of record
29 shall also be deemed a record.
30 (D Any tangible form of a record shall be deemed for all purposes to be an

3l original record and shall be admissible in evidence in all courts and administrative
32 agencies in this State. if otherwise admissible. and the bank may destroy or otherwise
33 dispose of the original form of the record: provided. however. that a bank shall retain
34 either the originals or convertible form of its records for such period as may be required
35 by law or by rule or order of the Commissioner. Any bank may dispose of any original
36 or convertible form of a record that has been retained for the period prescribed by law or
37 by rule or order of the Commissioner for its class.

38 (g) Originals and converted tangible forms of records shall not be held
39 inadmissible in any court action or proceeding on the grounds that they lack
40 certification. identification. or authentication. and shall be received as evidence if
4l otherwise admissible in any court or quasi-judicial proceeding if they have been
42 identified and authenticated by the live testimony of a competent witness or if the
43 records are accompanied by a certificate substantially in the following form:

CERTIFICATE REGARDING BANK RECORDS
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1

2

3

1. The accompanying documents are true and correct copies of the

records of fname of bankl. The records were made in the regular
course of business of the bank at or near the time of the acts. events. or

4 conditions they reflect.
5 2. The undersigned is authorized to execute this certificate.
6 3. This certificate is issued pursuant to G.S. 53-6-14.
7 I CERTIFY. under penalty of perjury under the laws of the State of North Carolina.
8 that the foregoing statements are true and correct.

Date:
Signature

Print or type name

9

10

11

12

13

34
35

36

37

38

39

40
4I

14 Title
15 lNotarize as reSrired by law for an affidavitl
16 (d) This section supplements and does not supersede G.S. 8-45.1.
r7"
18 (a) A bank may establish one or more branches in this State. whether de novo or
19 bv acquisition of existing branches of another depository institution. with the prior
20 written approval of the Commissioner. The Commissioner's approval may be given or
2I withheld. in the Commissioner's discretion. in accordance with the provisions of
22 subsection (c) of this section.
23 (D A bank may establish branches in another state. whether de novo or by
24 acquisition of existing branches of another degository institution. in accordance with the
25 provisions of applicable federal law and the laws of the other state. upon prior written
26 approval of the Commissioner. The Commissioner's approval may be given or withheld.
27 in the Commissioner's discretion in accordance with the provisions of subsection (c) of
28 this section.
29 (g) A bank seeking authority to establish a branch shall make application to the
30 Commissioner in a form acceptable to the Commissioner. Not more than 30 days before
31 nor less than 10 days after the filing of the application with the Commissioner. the
32 applicant shall publish public notice of the filing of the application. The public notice
33 shall contain all of the following:

(D A statement that the application has been filed with the Commissioner.

Q) The physical address or location of the proposed branch. including
street. city or town.

(3) A statement that any interested person may make written comment on
the application to the Commissioner and that comments received by
the Commissioner within 14 days of the date of publication of the
public notice shall be considered. The public notice shall provide the
then current mailing address of the Commissioner.

42 (O A bank may conduct any activities at a branch in another state authorized
43 under this section that are permissible for a bank chartered by the other state where the
44 branch is located. except to the extent the activities are expressly prohibited by the laws
45 of this State or by any rule or order of the Commissioner applicable to the bank.
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1 (d Upon receipt of an application to establish a branch. the Commissioner shall
2 conduct an examination of the pertinent facts and infor.mation and may request such

3 additional information as the Commissioner deems necessary to make a decision on the
4 application. In deciding whether to approve a branch application. the Commissioner
5 shall take into account such factors as the financial condition and history of the

6 applicant. the adequacy of its capital. the applicant's future earnings prospects. the

7 character. competency and experience of its management. the probable impact of the

8 branch on the condition of the applicant bank and existing depgsitory institutions in the

9 community to be served. and the convenience and needs of the community the proposed
10 branch is to serve.
11 "

t2 (d A bank may chanee the location of its principal office or a branch with the

13 prior written approval of the Commissioner. A request to relocate the principal office or
L4 a branch of a bank shall be made in a form acceptable to the Commissioner. and shall
15 include information regarding the reason for the proposed relocation. the distance and

16 direction of the move. and such other information as the Commissioner may require in
17 order to reach a decision in the matter.
18 (D Not more than 30 days before nor less than 10 days after filing a request to
19 relocate the principal office or a branch of a bank. the applicant shall publish public
20 notice of the request. The public notice shall contain all of the following:
2l
22
23

24
25

26
27

28

(!) A statement that the request has been filed with the Commissioner.

Q The physical address of the principal office or branch to be relocated.
and the ph$sical address of the proposed new location.

(3) A statement that any interested person may make written comment on
the request to the Commissioner. and that comments received by the
Commissioner within 14 days of the date of publication of the public
notice will be considered. The statement shall provide the then current
mailing address of the Commissioner.

29 (g) The Commissioner shall approve a request to relocate the principal office or a
30 branch of a bank if the relocation is to a site within the same vicinitv as the original
3t location. or does not result in a material change in the primary service area of the

32 principal office or branch. or is considered important to the economic viability of the

33 bank or the branch. or is otherwise found not to be inconsistent with the public need and

34 convenience.
35 "@!!s,
36 A bank may close a branch upon providing written notice to the Commissioner and

37 the customers of the branch at least 90 days prior to the proposed closing. The notice
38 shall include the date the branch will close and a posting in a conspicuous manner on
39 the branch premises a notice of its intent to close the branch for a period of 30 days
40 prior to the proposed closing date. The consolidation of two or more branches into a

4l single location in the same vicinity shall not be considered a closure subject to the
42 90-day and 30-day notice requirements of this section. To be considered a

43 consolidation. the bank shall request consolidation ffeatment from the Commissioner.
44 who shall decide. in his or her discretion. whether the branches to be consolidated are
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6

7

1 considered to be in the same vicinity. with due consideration to the distance between the
2 branches and the nature of the market in which the branches are situated.
3"
4 (d A bank may establish one or more nonbranch bank business offices as

5 defined bv G.S. 53-1-4(45).
(!) If a proposed nonbranch bank business office will offer a product.

service or other type of business not previously engaged in by the
bank. the bank shall provide the Commissioner with written
notification of the intent to open thg office. The notification shall
include the proposed location of the office and a description of the
business to be conducted at the office. If the Commissioner does not
request additional information or object to its establishment within ten
days of the date of receipt of the notification. the nonbranch bank
business office shall be deemed approved. In deciding whether to
obiect to the establishment of a nonbranch bank business office. the
Commissioner shall consider. without limitation. whether the business
proposed to be conducted at the nonbranch bank business office is
permissible for a bank. the costs of its establishment and ongoing
operation and the impact of the costs on the bank's capital and
profitability. and the ability of the bank's management to conduct the
proposed business.

Q) If a proposed nonbranch bank business office will offer only products.
services or other types of business already engaged in by the bank. the
bank shall provide the Commissioner with written notification of the

25 intent to open the office.
26 (D An out-of-state bank may establish and operate a nonbranch bank business
27 office in this State upon written notice to the Commissioner.
28 (d A bank or an out-of-state bank may close a nonbranch bank business office at
29 any time with notice to the Commissioner.
30 (O No deposits may be taken at a nonbranch bank business office.
31 "

32 (g) A bank. any of its branches and any of its nonbranch bank business offices
33 may operate on such days and during such hours. and may observe such holidays. as the
34 bank's board of directors shall designate.
35 (U Whenever the Commissioner determines that an emergency exists or is
36 pendine in this State or any part thereof. the Commissioner may authorize banks
37 operating in the affected area or areas to suspend any or all of their operations in such
38 area or areas for such period or periods as the Commissioner establishes. An emergency
39 is any condition or occurrence which may interfere with a bank's operations or poses an
40 existing or imminent threat to the safety or security of persons or property. or both.
4I (g) In the event that an emergency exists or is pending in this State or any part
42 thereof and a bank operating in the affected area or areas is unable to communicate the
43 existence or gendency of the emergency to the OCOB. an officer of the bank may
44 suspend any or all of the bank's operations in the affected area or areas without the prior
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22

23

24
25

I approval of the Commissioner. The bank shall give notice of such closing to the
2 Commissioner as soon as practicable.
3 Article 7A
4 Control Transactions: Combinations: Conversions.
5 Part 1. Chanee in Control.
6tt
7 (d Except as otherwise expressly permitted by this section. a person shall not
8 engage in a control transaction. as defined by G.S. 53-1-4(21). involving a bank without
9 the prior approval of the Commissioner. A person may contract to engage in a conffol
10 ffansaction with the consummation of such conffol transaction being subject to receipt
11 of the approval of the Commissioner. Each bank shall report to the Commissioner any
12 changes in its directors. president. chief executive officer. chief financial officer. chief
13 loan officer. or chief credit officer by the close of the second day on which the holding
L4 company is open for business following such change.
15 (D The Commissioner may require a person who is obligated to file an

16 qpplication under this Part to appoint an agent resident in this State for service of
t7 process upon the filing of such notice or as a condition to the acceptance of such
18 application for review. The application for approval shall be in a form required by the
19 Commissioner and shall be accompanied by such fee as may be required by rule.
20 (g) The followins fiansactions shall not constitute a control transaction requiring
2l the prior approval of the Commissioner:

(!) The acquisition of control over voting securities in connection with
securing. collecting. or satisfying a debt previously contracted for in
good faith and not for the purpose of acquiring control of the bank. if
the acquiring person files a notice with the Commissioner. in the form
required by the Commissioner. describing such transaction at least 10

days before the acquiring person first votes or directs the voting of the
voting securities.

(D The acquisition of conffol over voting securities by a person who has

previously engaged in a control transaction with respect to the bank
after receiving the approval of the Commissioner under this Article.
which approval permits the acquisition of control over additional
voting securities. or any person who is an affiliate of the person
previously engaging in the approved control transaction with the
permission and who is identified in the application submitted for the
approval. if the acquiring person files a notice with the Commissioner.
in the form required blz the Commissioner. describing the transaction
at least 10 days before the acquirinLperson or affiliate thereof first
votes or directs the votinLof the voting securities.

(3) An acquisition of control over voting securities by operation of law.
will. or intestate succession. if the acquiring person files a notice with
the Commissioner. in the form required by the Commissioner.
describing the acquisition or transfer at least 10 days before the
acquiring person first votes or directs the voting of the voting
securities.
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1

2
-J

Bona fide gifts.
A transaction exempted by rules. orders. or declaratory rulings of the
Commissioner issued because approval of such a transaction is not
necessary to achieve the objectives of this Chapter.
An acquisition of control over voting securities in a transaction subject
to approval under Section 3 of the Bank Holding Company Act. as

amended (12 U.S.C. 1842).
(o

fore the 10"' dav fol
Commissioner's objection to the exercise of control over the voting securities or may
require the acquiring party to submit further information before exercising control over
the voting securities. An acquiring person receiving a notice of objection shall be
required to submit an application for approval of a control transaction. An acquiring
person receiving a notice to submit.further information may be required to provide any
information which would be included in an application for approval of a control
transaction. In the event such an acquiring person is comprised of a group of persons.
the Commissioner may require each member of the group to submit relevant
information.

(e) All voting securities over which conffol has been acquired by an acquiring
person shall not be voted on any matter submitted to a vote of the holders of the
outstanding voting securities of the bank and shall be deemed authorized by unissued
for purposes of determining the presence of a quorum of holders of voting securities
until such time as:

(D The Commissioner has approved an aoplication for approval of a

control transaction with respect to the voting securities.

, Q The transaction is one listed in subsection (c) which does not require
the filing of a notice with the Commissioner.

(3) The transaction is one listed in subsection (c) which requires a notice
to be filed with the Commissioner and the Commissioner has not
issued an objection to the notice and any requirement of the
Commissioner for the filine of further information has been
determined by the Commissioner to have been satisfied.

tt

(g) A person seeking approval of a control transaction involving a bank under
this Article shall file with the Commissioner:

(]) An application in the formprescribed by the Commissioner.

A) Ail filing fees required by a rule of the Commissionet
(3) Such information as is required by a rule of the Commissioner or as is

deemed by the Commissioner to achieve the objectives of this Chapter.
(b) In the event a person submitting an application is a group of persons. the

Commissioner may require each member of the group to submit information relevant to
the application.

(g) Notwithstanding any laws to the contrary. information about the character.
competence or experience of an acquiring person or its proposed management personnel
or affiliates shall be deemed a record of the Commissioner and subiect to G.S. 53-2-8.
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2

3

4

5

6

7

8

9

t0

"@
A person filing an application for approval of a control application shall publish a

public notice of the filine of the application not more than 30 days before nor more than
10 days after the filing of the application with the Commissioner. The public notice
shall contain:

(!) A statement that the application has been filed with the Commissioner.

8\ The name of the applicable bank and the address of its principal office.
(3) A statement that any interested person may make written comment on

the groposed control transaction and that comments received by the
Commissioner within 14 days of the date of the publication of the
public notice shall be considered. The public notice shall provide the
current mailing address of the Commissioner.

tt

(4) The Commissioner shall examine the proposed conftol ffansaction. including
the character. competence. and experience of the acquiring person and its proposed
management personnel. to determine whether the interests of the customers and

unities served affected bv the
dav followi

approval of a control transaction unless extraordinary circumstances require a longer
period of review. the Commissioner shall approve or deny the application.

(b) The Commissioner may deny an application for approval of a conffol
ffansaction for any of the following reasons:

(!) The financial condition of the person seeking approval of a conffol
transaction could jeopardize the financial stability of the bank or the
financial interests of its customers.
An examination of the character. competence. and experience of any
acquiring person or of any of the proposed management personnel
shows that it would not be in the interest of the depositors of the bank.
or in the interest of the public to permit the person to conffol the bank.
The plans or proposals of the person seeking approval with respect to
exercising control over the bank would not be in the best interests of
the bank's customers.
Upon the effective date of such proposed control transaction. the bank
would not be solvent. have inadequate capital. or not be in compliance
with this Chapter or rules of the Commissioner.
The application for approval is incomplete.
If the acquiring person solicits votes for the approval of or consents to
the control transaction from the holders of the voting securities of the
bank. adequate and complete disclosures of all material information
about the proposed control transaction. together with a prominent
statement that neither the control transaction nor any solicitation of the
holders' votes or consents have been approved by the Commissioner
and that any representation to the conffary is a criminal offense. have
not been made to the holders.
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I (O If an application filed under this Part is approved by the Commissioner. the

2 control transaction may become effective. All conditions to approval set forth in the
3 order of the Commissioner shall be enforceable against the person. and each member of
4 a group of persons. receiving the approval.

"@
Any order of the Commissioner denying an application for approval of a conffol

transaction may be appealed to the Commission by the person filing the application
denied as provided in G.S. 53-2-6.

Part 2. Combinations.
tt

With the approval of the Commissioner. a bank may combine with one or more
depository institutions or non-depository institutions. provided that the bank is the
survivine entity in any combination with a non-depository institution. The application
for approval shall be in the form required by the Commissioner and shall be
accompanied by a fee as set forth by rule.
tt

(4) A bank seeking approval of a combination shall file with the Commissioner
an application for approval. copies of the agreement under which the bank proposes to
effect the co,mbination. and such additional information as the Commissioner shall
require by rule or as is required by the Commissioner in connection with the application
in order to achieve the objectives of this Chapter.

(b) A bank filing an application for approval of a combination shall publish a

public notice of the filing of the application not more than 30 days before nor more than
l0 days after the filing of the application with the Commissioner. The public notice
shall contain:

(1) A statement that the application has been filed with the Commissioner.

Q The names of the parties to the proposed combination and the
addresses of their principal offices.

(3) A statement that any interested person may make written comment on
the proposed combination and that comments received by the
Commissioner within 14 days of the date of the publication of the
public notice shall be considered. The public notice shall contain the
current mailing address of the Commissioner.

(gL The Commissioner shall examine the proposed combination. including the
character. competency and experience of the proposed directors and executive officers
of the surviving party of the combination. to determine whether the interests of the
customers of and communities served by the parties to the combination would be
adversely affected by the proposed combination.

(!) Notwithstanding any laws to the contrary. information about the character.
competence. or experience of the directors and executive officers of the parties to a
combination received by the Commissioner shall be subject to G.S. 53-2-7(b).
tt

Based on the application and the Commissioner's examination. the Commissioner

llowins the date the notifies the
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I application is complete. unless exffaordinary circumstances require a longer period of
2 review.
3tt
4 The Commissioner may approve an application to organize an interim bank solely
5 for the purpose of effecting a combination under this Article. No interim bank shall
6 transact any business except as is incidental and necessary to its organization and the
7 combination. The Commissioner may set forth in the order approving the organization
8 such additional conditions with respect to the interim bank as the Commissioner deems
9 necessary.
10"
l1 institutions combinine or transferrine assets and liabilites.
12 Whenever any North Carolina financial institution or federally chartered institution
13 doing business in this State shall combine with or shall sell to and ffansfer its assets and
14 liabilities to anv other bank. trust institution. savings institution. or other company. as

15 provided by the laws of this State or the United States. all the then existing fiduciary
16 rights. powers. duties and liabilities of the combining transferring institution. including
17 the rights. powers. duties and liabilities as executor. administrator. guardian. trustee. and
18 /or any other fiduciary capacity. whether under appointment by order of court. will.
19 deed. or other instrument. shall upon the effective date of the combination or sale and
20 transfer. vest in. devolve upon. and thereafter be performed by the surviving or
2I transferee company and such latter institution shall be deemed substituted for and shall
22 have all the rights and powers of the transferring institution.
23"
24 A combination by a bank with a federally chartered institution in which the federally
25 chartered institution will be the surviving party shall be subject to approval by the
26 chartering authority of the federally chartered institution in accordance with the laws of
27 the United States.
28 " lgs
29 (a) With the approval of the Commissioner. a bank may do any one the
30 following:

G) Combine with a subsidiary so long as a bank is the resulting entity of
the combination.

@ Combine a subsidiary with another company if a subsidiary is the
resulting entity.

(3) Combine two or more subsidiaries of two or more banks under
common control of the same holding company.

37 The approval of the Commissioner is not required for a combination of a subsidiary
38 and another company when a subsidiary is not the resulting entity. which shall be
39 effected in accordance with organizational law applicable to each. or for a combination
40 of two or more subsidiaries of the same bank.
4l (D The bank seeking approval of the combination shall file with the
42 Commissioner an application for approval. and such additional information as the
43 Commissioner shall require by rule or as is required by the Commissioner in connection
44 with the application in order to achieve the objectives of this Chapter. The bank shall
45 pay to the Commissioner a fee as set forth by rule.
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1 (gL The Commissioner shall examine the proposed combination to determine
2 whether the customers and communities served by the bank would be adversely affected
3 bv the combination" the combination would cause the bank to not be solvent. have
4 inadequate capital. or not be in compliance with this Chapter or the rules of the
5 Commissioner. or the combination would present other risks to the safe and sound
6 operation of the bank deemed unacceptable by the Commissioner.
7tt

8 Whenever any bank shall combine with another depository institution and the other
9 depository institution shall be the resulting institution. all the then existing fiduciary
10 riehts. powers. duties and liabilities of the combining bank. including its rights. powers.
11 duties and liabilities as a fiduciary. shall. upon the effective date of the combination.
t2 vest in the resulting depository institution. and the resulting depository institution shall
13 be deeped substituted for the combining bank for all fiduciary purposes.
14 "@
15 Any order of the Commissioner denying an application for approval of a

16 combination may be appealgd to the Commission by a party to the combination as

17 provided in G.S. 53-2-6.
t8 Part 3. Charter Conversion.
rg"
20 (d Any depository institution that is not a bank may apply to the Commissioner
2l for oermission to convert into a bank and for certification of related amendments to is
22 organizational documents necessary to effect the conversion. The application for
23 approval shall be in the form required by the Commissioner and shall be accompanied
24 by a fee as set forth by rule.
25 (D A plan of conversion shall be submitted as a part of the application filed with
26 the Commissioner. The Commissioner may require amendment of the plan.
27 (g) The Commissioner shall approve the plan of conversion. as amended if
28 applicable. if upon examination the Commissioner finds that:
29 (1) The resultine bank will commence operations in a safe. sound and
30 prudent manner with adequate capital. liquidity. reserves. asset
3l composition and earnings prospects.
32 (D The directors and officers of the converting institution are qualified by
33 character. competency and experience to confrol and operate the
34 resulting bank in a legal and proper manner.
35 (O The interests of the converting institution's customers. creditors. and
36 shareholders will not be materially and adversely affected by the
37 proposed conversion.
38 (!) The plan of conversion is not in violation of the converting institution's
39 applicable organizational law.
40 (O Adequate written disclosure of the material terms of the plan of
4l conversion and other relevant material information has been or will be
42 made to the converting institution's equity ownership interest holders
43 as required by the converting institution's oreanizational law. including
44 a statement in any such written disclosure that any materials used to
45 solicit the votes of the holders have not been approved by the
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2

3

Commission or the Commissioner and that any representation to the
contrary is a criminal offense.

(!) Following approval of the plan of conversion. the Commissioner shall
4 supervise and monitor the conversion process in order to determine compliance by the
5 converting institution with the plan of conversion and applicable law.
6 (d The Commissioner shall authorize by order the consummation of the
7 conversion. issue a charter. and permit the converting institution to file with the
8 Secretary of State and other public officials such documents as are necessary to effect
9 the conversion when the Commissioner determines the conversion process complied

10 with the organizational law applicable to the converting institution and the plan of
11 conversion was approved. if required by applicable organizational law. by such vote of
12 the converting institution's equity ownership interest holders as is required under the
13 organizational law.
14 CO The Commissioner may provide in the order authorizing the consummation of
15 conversion for the resulting bank to:

(!) Wind up any activities legalllr engaged in by the converting institution
at the time of conversion but not permitted to banks.

@ Return any assets and deposit liabilities legally held by the converting
institution at the time of the conversion but not permitted to be held by
banks.

2I The length. terms. and conditions of the transitional periods described in this
22 subsection shall be subject to the discretion of the Commissioner.
23 (g) Upon the effective date of the conversion. the converting institution shall
24 continue in existence as a bank and all rights. liabilities and obligations of whatever
25 kind of the converting institution shall continue and remain in its new form of
26 organization. Except as r-nay be authorized by the Commissioner pursuant to subsection
27 (fl of this section. the bank shall have only those rights. powers and duties authorized
28 for or imposed upon banks by the laws of this State and the United States. All actions
29 and proceedings to which the converting institution was party prior to conversion shall
30 be unaffected by the conversion and shall proceed as if the conversion had not been
3l effected.
32 "@
33 Any order of the Commissioner denying an application for approval of a conversion
34 to a bank may be appealed to the Commission by the party filing the application as

35 provided in G.S. 53-2-6.
36"
37 (d A bank may convert to another form of depository institution under the laws
38 of this State. of another state. or the United States in accordance with applicable law.
39 (D Upon the effective date of the conversion. the depository institution shall
40 notify the Commissioner of the effective date and file with the Commissioner a copy of
4I its authorization to operate as a depository institution certified by the applicable federal
42 regulator or financial institution regulator.
43 (g) Upon the effective date of the conversion. the resulting depository institution
44 shall cease to be a bank.
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I (O Upon the effective date of the conversion. all rights. liabilities and obligations
2 of whatever kind of the bank shall continue and remain in its new form of organization
3 as a depositorlz institution organized under the laws of this State. another state. or the
4 United States. A11 actions and proceedings to which the bank was party prior to
5 conversion shall be unaffected by the conversion and shall proceed as if the conversion
6 hadnotbeeneffected.
7 Aticle 8A
8 Bank Supervision
gt'

10 g) Every bank shall be under the supervision of the Commissioner. It shall be
11 the Commissioner's duty to enforce the banking laws through the employees and agents
12 of the OCOB. All banks shall conduct their business in a manner consistent with the
13 banking laws.
L4 (D The Commissioner may enter into written agreements. cease and desist order
15 stipulations. cease and desist orders. consent orders. and similar arangements with
16 banks and their holding companies. or either of them: may request resolutions be
17 approved by boards of directors of banks and their holdins companies. or either of
18 them: and may take other similar corrective actions.
19 (g) Upon written request. the Commissioner may. notwithstandins any other
20 provision of law to the conffary. issue letters of interpretation. advisory opinions. or
2I written guidance on any laws under the Commissioner's jurisdiction. provided that the
22 interpretations. opinions. and guidance shall not have the force and effect of rules of
23 law.
24"
25 Banks shall pay the following assessments and fees into the OCOB within 10 days
26 after receipt of an invoice:

c.

30

3l
32

33

34
35

36

37

38

39

40
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28

29
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(!) Annual Assessments. - Each bank shall pay a cumulative assessment
based on its total assets. as shown on its report of condition made to
the Commissioner as of December 31 each year or the date most
nearly approximating the same. not to exceed the amount determined
by apolying the following schedule:
a. On the first fifty million dollars ($50.000.000.00) of assets. or

fraction thereof. ten thousand dollars ($10.000.00).

b. On assets ereater than fifty million dollars ($50.000.000.00) but
not more than two hundred fifty million dollars
($250.000.000.00). fourteen dollars ($14.00) per hundred
thousand dollars ($100.000.00). or fraction thereof.
On assets greater than two hundred fifty million dollars
($250.000.000.00). but not more than five hundred million
dollars ($500.000.000.00). eleven dollars ($11.00) Er hundred
thousand dollars ($100.000.00). or fraction thereof.
On assets greater than five hundred million dollars
($500.000.000.00). but not more than one billion dollars
($1.000.000.000.00). seven dollars ($7.00) per hundred
thousand dollars ($100.000.00). or fraction thereof.
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e. On assets greater than one billion dollars ($1.000.000.000.00).

but not more than ten billion dollars ($10.000.000.000.00). four
dollars ($4.00) per hundred thousand dollars ($100.000.00). or
fraction thereof.

L On assets greater than ten billion dollars ($10.000.000.000.00).

two dollars ($2.00) per hundred thousand dollars ($100.000.00).

or fraction thereof.
Assessments on Trust Assets. - Each bank shall pay an assessment on
trust assets held by it in the amount of one dollar ($1.00) per hundred
thousand dollars ($100.000.00) of trust assets. or fraction thereof:
except that banks are not required to pay assessments on real estate

held as ffust assets.

Special Assessments. - If the Commissioner determines that the
financial condition or manner of operation of a bank warrants ftnther
examination or an increased level of supervision. or in the event of a
combination or conversion. the Commissioner may charge. and the
institutions shall pay. an assessment equal to the reasonable cost of
further examination. increased level of supervision. or supervision
with regard to the combination or conversion. The Commissioner's
determination of the cost of further examination shall be. in the
absence of manifest error. dispositive of the issue of reasonableness.
In the first half of each calendar year. the Commission shall review the
estimated cost of maintaining each division of the OCOB for the next
fiscal year. If the estimated assessments provided for under this
Chapter for any division shall exceed the estimated cost of maintaining
that division for the next fiscal year. then the Commission may reduce
by a uniform percentage any assessments provided for in this Chapter
for that division. If the estimated assessments provided for in this
Chapter for anv division shall be less than the estimated cost of
maintaining that division for the next fiscal year. then the Commission
may increase by a uniform percentage any assessments provided for in
this Chapter for that division to an amount which will increase the
amount of assessments to be collected to an amount at least equal to
the estimated cost of maintaining that division of the OCOB for the
next fiscal year.

36 "$;!!sf. Reports required of banks.
37 (d Each bank shall file with the Commissioner. at such times. on such forms and
38 in such formats as the Commissioner may require:

(!) Annual reports of conditions.

A) Periodic reports for interim periods within a year. not less than a
month in any case.

42 (D In addition to the reports filed pursuant to subsection (a) of this section. each
43 bank shall provide to the Commissioner copies of all applications and reports of
44 condition filed by it under applicable federal law contemporaneously with the filing of
45 such application and reports by the bank with its primary federal regulator.
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1 (O Nothing in this section shall be interpreted to limit the authority of the
2 Commissioner to request and obtain other information that the commissioner may deem
3 necessary to discharge the duties of the Commissioner under this Chapter.
4tt
5 (d The Commissioner may examine everything relating to the business of a bank
6 or its holding company. and may appoint examiners to make such examination. The
7 examiners shall file with the Commissioner a full report of the findings resulting from
8 the examination. including any violation of law or any unauthorized or unsafe practices
9 of the bank or the holding company disclosed by the examination.

10 (U Examinations under subsection (a) of this section shall be conducted pursuant
11 to practices and procedures established by the OCOB. provided the Commissioner may
12 take into consideration the guidelines and requirements for such activity of the primary
13 federal supervisor of the bank or holding company.
14 (O The Commissioner shall furnish a copy of the repgrrt of examination to the
15 bank or the holding company examined and may. upon request. furnish a copy of the
16 report to the primary federal regulator of the bank or its holding company and to the
17 FDIC if not the bank's primary federal regulator.
19"
19 The Commissioner. at his or her discretion. may examine the affiliates of a bank to
20 the extent it is necessary to safeguard the interest of depositors and creditors of the bank
2I and of the general public. and to enforce the provisions of this Chapter. The
22 Commissioner may conduct the examination in coniunction with any examination of the
23 bank or an affiliate thereof conducted by any other state or federal regulatory authority.
24"
25
26

27

28

29

30

31

32

33

34
35

36

37

38

39

40
4l

and examine witnesses.
(g) The Commissioner and the Commissioner's examiners and agents:

t1_) Shall have free access to all books and records of a bank. its holding
company and their affiliates that relate to the business of the bank or
the holding com@ny. and the books and records kept by an officer.
agent. or employee of the bank or holding company relating to or upon
which any record is kept.

@ May subpoena witnesses and administer oaths or affirmations in the
examination of any director. officer. agent. or employee of the bank.
its holding company or their affiliates or of any other person in relation
to affairs. transactions. and conditions of the bank. its holding
company. or their affiliates.

(3) May require the production of the records. books. papers. contracts.
and other documents of a bank" its holding company. and their
affiliates.

g) May order that improper entries be corrected on the books and records
of a bank. its holding company. and the bank's affiliates.

42 (D The Commissioner may issue subpoenas duces tecum.
43 (g) If a person fails to comply with a subpoena so issued or a party or witness
44 refuses to testify on any matters. a court of competent jurisdiction. on the application of
45 the Commissioner. may compel compliance by proceedings for contempt as in the case
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1 of disobedience of the requiiements of a subpoena issued from the court or a refusal to
2 testify in the court.
3"
4 If any bank examiner shall knowingly and willfully make any false or fraudulent
5 report of the condition of any bank which the examiner has examined with the intent to
6 aid or abet the bank or its affiliates in committing violations of any provision of the
7 Chapter. or if any examiner shall keep or accept any bribe or gratuity given for the

8 purpose of inducing the examiner not to file any report of examination of any bank. or if
9 any examiner shall neglect to make an examination of any bank by reason of having

10 received or accepted any bribe or gratuity. the examiner shall be guilty of a Class H
11 felony.
12"
13 If any examiner or other employee of the OCOB fails to keep secret the facts and
14 information obtained in the course of an examination of a bank except as permitted or
15 required by this Chapter. the examiner shall be guilty of a Class 1 misdemeanor.
16"
17 (d No bank" or any officer. director. employee or affiliate thereof. shall make an

18 extension of credit or grant any gratuity to the Commissioner. any deputy
19 commissioner. or any bank examiner. Any person violating this provision shall be guilty
20 of a Class 1 misdemeanor and maJr be fined a sum equal to the amount of the extension
2L made or the g:atuity eiven. If the Commissioner. any deputy cornmissioner. or any bank
22 examiner accepts an extension of credit or gratuity from any bank. or from any officer.
23 director. employee or affiliate thereof. that individual shall be gilty of a Class I
24 misdemeanor. and may be fined a.sum equal to the extension of credit made or the
25 gratuity given.
26 (D Notwithstanding the provisions of subsection (a) of this section. the
27 Commissioner may exempt from the application of subsection (a) any deplrty
28 commissioner. or any bank examiner with respect to any extension of credit existine
29 upon the hiring of the deputy commissioner or bank examiner by the OCOB and any
30 extension of the term or renewal of such extension of credit made thereafter. so long as

31 the extension of term or renewal has terms and conditions generally available to
32 customers of the applicable bank having generally the same creditworthiness as the
33 deputy commissioner or bank examiner.
34"
35 Any person who shall willfully and maliciously make. circulate. ffansmit. or
36 otherwise communicate any statement. rumor. or suggestion to one or more other
37 persons which is directly or by inference false and derogatory to the financial condition.
38 or affects the solvency or financial standing. of anLbank. or who shall counsel. aid.
39 procure. or induce another to make. circulate. transmit or otherwise communicate any
40 such statement or rumor shall be glrilty of a Class 1 misdemeanor.
4L"
42 (d Any person who with intent to defraud or injure a bank or any other person.
43 or with intent to deceive an officer of the bank or an employee of the OCOB appointed
44 to examine the affairs of the bank. commits any of the following acts shall be guilty of a
45 felony:
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2
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1D Embezzles. converts or misapplies any of the money. funds. credit or
property of the bank. whether owned by it or held in trust.

Q) Issues or puts forth a certificate of deposit. draws an order or bill of
exchange. makes an acceptance. assigns a note. bond. draft. bill of
exchange. mortgage. iudgment or decree. or fictitiously borrows or
solicits. obtains or receives money for a bank not in good faith.

G) Makes or permits to be made a false entry in a record of a bank. or
conceals or permits to be concealed by any means or malner. the true
and correct enffies in a record of a bank.

@. Knowingly makes an extension of credit. or permits an extension of
credit. by a bank to any insolvent person or to a person who has ceased
to exist. or which never had any existence. or upon collateral
consisting of stocks or bonds of an insolvent. or non-existent person.

(l) Makes or publishes. or knowingly permits to be made or published. a
false report. statement or certificate as to the true financial condition of
a bank.

I7 (D If an offense committed under this section involves money. funds. credit. or
18 property with a value of one hundred thousand dollars ($100.000.00) or more. it is a
L9 Class C felony. If an offense committed under this section involves money. funds.
20 credit. or property with a value of less than one hundred thousand dollars ($100.000.00).

2l it is a Class H felony.
22"
23 (d When the Commissioner believes that a violation of the banking laws has
24 occurred or is continuing. the Commissioner may order an examination or investigation
25 of the facts and circumstances relating to the suspected violation.
26 (D Every bank failing to make and transmit any report which the Commissioner
27 is authorized to require by the Chapter. and in and according to the form prescribed by
28 the Commissioner. within 10 business days after the receip!!_of a request or requisition
29 therefor. or within the extension of time granted by the Commissioner" shall be notified
30 by the Commissioner. and if the failure continues for five business days after the receipt
3I of the notice. the delinquent bank shall be subject to a penalty of up to one thousand
32 dollars ($1.000.00) The penalty provided by this section shall be rgcovered in a civil
33 action in any court of competent jurisdiction" and it shall be the duty of the Attorney
34 General to prosecute all such actions.
35 (O In addition to any other powers conferred bv this Chapter. the Commissioner
36 shall have the power to:
37 (!) Order any bank. trust comoany" or subsidiar.v thereof. or any director.
38 officer. or employee. or any other person the Commissioner is
39 authorized to regulate. to cease and desist violating any provision of
40 this Chapter or any lawful rule issued thereunder.
41 (D Order any bank. ffust complrny. or subsidiary thereof. or any director.
42 officer. or employee. or any other person the Commissioner is
43 authorized to regulate. to cease and desist from a course of conduct
44 that is unsafe or unsound and which is likely to cause insohrency or
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I dissipation of assets or is likely to jeopardize or otherwise seriously
2 prejudice the interests of a depositor.
3 (1|) Consistent with Article 34 of Chapter 1508 of the General Statutes. notice
4 and opportunity for hearing shall be provided before any of the actions authorized by
5 this section shall be undertaken by the Commissioner. In cases involving exffaordinary
6 circumstances requiring immediate action. the Commissioner may take such action. but
7 shall promptly afford a subsequent hearing upon application to rescind the action taken.
8 (gL The Commissioner shall have the power to subpoena witnesses. compel their
9 attendance. require the production of evidence. administer oaths. and examine any

10 person under oath in connection with any subject related to a duty imposed or a power
1l vested in the Commissioner.
12 (O The Commissioner may impose a civil money penalty of not more than one
13 thousand dollars ($1.000.00'l for each violation by any bank. trust company. or
14 subsidiary thereof. or any director. officer. or employee. or any other person the
15 Commissioner is authorized to regulate. of an order issued under subdivision (1) of
L6 subsection (c) of this section. The Commissioner may impose a civil money penalty of
L7 not more than five hundred dollars ($500.00) per day for each day that a bank. ffust
18 company. or subsidiary thereof. or any director. officer. or employee. or any other
19 person the Commissioner is authorized to regulate. violates a cease and desist order
20 issued under subdivision (2) of subsection (c) of this section. The proceeds of civil
2l money penalties imposed pursuant to this subsection. net of documented expenses of
22 examination and enforcement shall be remitted to the Civil Penalty and Forfeiture Fund
23 in accordance with G.S. 115C-457.2.
24 (g) Administrative orders issued by the Commissioner and civil money penalties
25 imposed for violation of such orders shall be subject to review by the Commission
26 which shall have power to amend. modify. or disapprove the same at any regular or
27 special meeting.
28 (D Notwithstanding any penalty imposed by the Commissioner. the Commission
29 may after notice of and opportunity for hearing. impose. enter judgment for. and enforce
30 by appropriate process. a penalty of not more than ten thousand dollars ($10.000.00)

3I against any bank. trust company. or subsidiary thereof. or against any of its directors.
32 officers. or employees. or any other person the Commissioner is authorized to regulate.
33 for violating any lawful order of the Commission or Commissioner. The proceeds of
34 civil money penalties imposed pursuant to this subsection. net of documented expenses

35 of examination and enforcement shall be remitted to the Civil Penalty and Forfeiture
36 Fund in accordance with G.S. 115C-457.2.
37 O If the Commissioner believes that a violation of a criminal statute has

38 occurred. the Commissioner may refer the matter to the appropriate prosecutorial
39 agency.
40"
4I (d In the event that the Commissioner shall determine that a bank has inadequate
42 capital or insufficient capital or shall determine that immediate action is necessary to
43 cause a bank to conduct its business in a safe and sound manner or to cause a bank or
44 any of its directors. officers or employees to cease from an act or course of conduct that
45 threatens or is reasonably probable of threatenine. the financial integrity of the bank. the
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1 commissioner may order. as applicable. the bank to take such corrective action as the
2 Commissioner deems necessary or may order the bank. director. officer or employee to
3 immediately cease such conduct. act or course of conduct. to refrain therefrom in the
4 future.
5 (D Any order made under this section shall be effective upon issuance. provided
6 however. that the Commissioner shall promptly afford a subsequent hearing upon the
7 order as provided in G.S. 53-2-6.
gtt

9 (d Whenever the Commissioner determines that a bank has insufficient capital
10 and is conducting its business in an unsafe or unsound manner or in any fashion that
11 threatens the financial integrity of the bank. the Commissioner may serve a notice of
12 charees on the bank. requiring it to show cause why it should not be placed under
13 supervisory control. The notice of charges shall specify the grounds for supervisory
14 control. and set the time and place for a hearing. A hearing before the Commissioner
15 shall be held no earlier than seven days. and no later than 15 days after issuance of the
16 notice ofcharges.
17 (D If. after the hearing provided in subsection (a) of this section. the
18 Commissioner determines that supervisory control of the bank is necessary to protect
L9 the bank's customers. creditors. or the general public. the Commissioner shall issue an
20 order taking supervisory conffol of the bank. The board of directors of the bank in office
2I on ttre date of the issuance of the order may appeal the order of the Commissioner to the
22 Commission pursuant to G.S. 53-2-6 no later than 10 days after the date of the issuance
23 ofthe order.
24 (g) The Commissioner may appoint an agent to supervise and monitor the
25 operations of the bank during the period of supervisory control. During the period of
26 supervisory conffol. the bank shall act in accordance with any insffuctions and
27 directions as may be given by the Commissioner. directly or through the agent. and shall
28 not act or fail to act except when to do so would violate an outstanding order of its
29 federal bank supervisory agent or the FDIC if the FDIC is not its primary federal
30 regulator.
3I
32

33

34

35

36
.37

38

39

(!) The issuance by the bank of debt instruments or shares.

@. The appointment or removal of one or more officers and /or one or
more directors.

(3) The reorganization or combination of the bank.
g) A control transaction with respect to the bank.
(l) The dissolution and liquidation of the bank.

40 (d The reasonable costs of the Commissioner under this section shall be paid by
4l the bank. The Commissioner's determination of the costs shall be. in the absence of
42 manifest error. dispositive of the issue of reasonableness.

43"
(a) If the Commissioner determines that a director. officer. or employee of a bank

has participated in or consented to any violation of this Chapter or an order of the
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1 Commissioner. or has engaged in any unsafe or unsound business practice in the
2 operation of the bank. or has been dishonest. incompetent or reckless in the
3 management of the affairs of the bank. or has persistently violated the laws of this State.
4 or repeatedly violated or failed to compllz with any of the bank's organizational
5 documents. and that as a result. a situation exists requiring prompt corrective action in
6 order to protect the bank. its customers. or the public. the Commissioner may iqsue an
7 order temgorarily removing the director. officer or employee pending a hearing which
8 shall occur not less ten days after removal. The order shall state that it is a "Temporary
9 Order of Removal" and shall further state the grounds upon which it was issued together

10 with the date. time. and location of a hearing on the matter. For good cause shown. the

11 Commissioner may grant the director. officer or employee subject to the order a ten day
12 extension of the hearin&date but the temporary removal order shall remain in full force
13 and effect. Upon a hearing before the Commissioner within the prescribed time. the
14 temporary removal order may be dissolved or made permanent in whole or in part.
15 (D Any removal under this section is effective in all respects as if the removal
L6 had been made by the shareholders of the bank in question.
l7 (g) Without the prior written approval of the Commissioner. no director. office,r.

18 or employee subject to an order under this section shall be eligible to be elected.
19 re-elected" or appointed any position as a director. officer" or employee of that bank or
20 any other North Carolina financial institution during the period of the order's effect.
2l (O An individual who is the subject of an order of the Commissioner under this
22 section may appeal the order to the Commission pursuant to G.S. 53-2-6 no later than
23 10 days after the date of issuance of the order.
24"
25 In the event of a natural disaster or other national. regional. state. or local
26 emergencv. the Commissioner may temporarily waive or suspend requirements for
27 compliance by one or more banks with any provisions of this Chapter.
29"
29 The Commissioner may enter into cooperative. coordinating and information sharing
30 agreements with (i) any bank supervisory agency having jurisdiction over an
31 out-of-state bank that operates one or more branches in this State and (ii) any bank
32 supervisory agency of another state in which a bank operates one or more branches with
33 respect to the periodic examination or other supervision of the branches of the
34 out-of-state bank operating in this State or the branches of the bank operating in such
35 other state.
36
37
38

Article 94.
Supervisory Liquidation: Voluntary Dissolution and Liquidation.

Part 1. General Provisions.
39"
40 Notwithstanding any other provision of this Chapter. in order to protect the public.
4l including depositors and creditors of a bank. the Commissioner. upon making a finding
42 that a bank is unable to operate in a safe and sound manner and is not reasonably likely
43 to be able to resume safe and sound operations. may authorize or require a combination
44 of the bank. a control transaction or any other transaction. whether or not the
45 Commissioner has taken supervisory control pursuant to G.S.53-8-14. In ordering any
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1 such combination. control fransaction or other transaction. the Commissioner may order
2 that a vote of the bank's shareholders shall not be required ot effect the combination.
3 control transaction or other ffansactions.
4tt
5 A bank which is in the process of involuntary or voluntary dissolution pursuant to
6 this Article may not make or pay disffibutions to its shareholders unless the bank has the
7 prior written approval of the Commissioner. No bank shall make any general
8 assignment for the benefit of its creditors except by surrendering possession of its assets

9 to the Commissioner for dissolution and liquidation pursuant to G.S. 53-9-301. and any
l0 other pumorted assignment by the bank for the benefit of its creditors shall be void.
11 "

12 Whenever a combination. dissolution. or other transaction occurs by which a bank
13 ceases to exist or ceases to be eligible for a charter. the Commissioner shall by order
14 cancel the bank's charter and shall publish the order in accordance with G.S. 53-1-4(55).
15 A copy of the order shall be filed by the Commissioner with the Secretary of State. The
16 bank shall continue to exist under Chapter 55 of the General Statutes for the purpose of
17 dissolving and liquidating its business and affairs.
18 Part 2. Voluntary Dissolution and Liquidation.
lg"
20 A bank in formation may. prior to issuance of its charter. give notice to the
2L Commissioner and. with the Commissioner's consent. abandon its application to the
22 Commissioner and dissolve and liquidate by a majority vote of its board of directors and
23 as provided under Chapter 55 of the General Statutes.
24"
25 (d With the approval of the Commissioner. a bank may engage in a voluntary
26 dissolution and liquidation.
27 (D If. by a majority vote. the board of directors of a bank should determine that
28 in their judgment the bank should be dissolved and liquidated. then the board of
29 directors shall submit immediately to the Commissioner the following documents.
30 certified by an appropriate officer of the bank:

(!) The board of directors' resolution.

Q) The bank's proposed articles of dissolution.
(3) The board of directors' plan for liquidation.
G) Any notices or proxy solicitation materials proposed to be sent to

35 shareholders.
36 (g) The Commissioner shall examine the documents submitted under subsection
37 (b) of this section and such other matters as the Commissioner deems relevant and may
38 issue an order authorizing the bank and its board of directors to proceed with dissolution
39 and liquidation as provided in G.S. 53-9-203. Examination by the Commissioner of the
40 materials referred to in subsection (bX4) of this section shall not be deemed to be
4I approval of the documents for any purpose.
42 (O At any annual or special meeting of shareholders called for the purpose of
43 voting upon a proposal for voluntar.v dissolution of a bank. the shareholders of the bank
44 malr. by an affirmative vote. in person or by proxy. of the holders of shares representing
45 at least two-thirds of the votes entitled to be cast on such matters resolve to dissolve and
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1 liquidate the bank in accordance with the order of the Commissioner issued under
2 subsection (c) of this section.
3 (O If a majority of the board of directors of a bank should determine that in its
4 best jud&ment the bank should be dissolved and liquidated but deems it impractical or
5 otherwise inadvisable to proceed with a vote upon voluntary dissolution by the
6 shareholders. then the board of directors shall immediately forward a certified copy of
7 its resolution to the Commissioner and the Commissioner shall place the bank in
8 receivership pursuant to G.S. 53-9-301.
gtt

10 (d At the appropriate time. the Commissioner shall:
(!) Inform the FDIC and the bank's federal supervisory agency if other

than the FDIC.
A) Select and appoint a receiver or receiver in liquidation. just as if the

liquidation were involuntary under G.S. 53-9-301.
(!) Attach a certificate of approval to the articles of dissolution. and the

16 bank shall then file the certified articles with the Secretary of State.

17 (b) Upon the filing of the articles of dissolution with the Secretary of State. it
18 shall be unlawful for the bank to accept any additional deposit accounts or additions to
19 deposit accounts or make any additional extensions of credit. but all its income and
20 receipts in excess of actual expenses of liquidation of the bank shall be applied to the
21 discharge of its liabilities.
22 (g) The persons charged with liquidation of the bank in the approved plan of
23 dissolution shall cause to be published a public notice statingthe bank has closed and
24 will dissolve and liquidate and notifying its depositors and creditors to present their
25 claims for payment. specifying the method for doing so.

26 (O The bank may pay reasonable compensation. subiect to the approval of the
27 Commissioner. to the persons charged with its liquidation.
28 (O Any bank in the process of voluntary dissolution and liquidation shall be
29 subject to examination by the Commissioner and shall furnish any reports required by
30 the Commissioner.
3l (O If the Commissioner determines at any time that the voluntary liquidation
32 plan is not working. the Commissioner may place the bank in receivership pursuant to
33 G.S.53-9-301.
34 Part 3. Receivership: Involuntarv Dissolution.
35 "@
36 (d The Commissioner may take custody of the books. records. and assets of
37 every kind and character of any bank in the instances established in Part 2 of this Article
38 or if it reasonably appears from one or more examinations made by the Commissioner
39 ttrat any of the following conditions exist:
40
4I
42
43

44

(1) The directors or officers of the bank. or the liquidators of the bank
subject to a voluntary plan of liquidation. have neglected. failed. or
refused to take action that the Commissioner deems necessary for the
protection of the bank.

Q) The directors. officers. or liquidators of the bank have impeded or
45 obstructed an examination.
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4
5

6

7

8

G) The business of the bank is being conducted in a fraudulent. illegal. or
unsafe manner.

G) The bank is in an unsafe or unsound condition to transact business and
it is not reasonably probable that it will be able to return to a safe and
sound condition.

(l) The capital of the bank is impaired such that the likely realizable value
of its assets is insufficient to pay and satisfy the claims of all
depositors and all creditors.

(6) The directors or officers of the bank. or the liquidators of a bank
subject to a voluntary plan of liquidation. have assumed duties or
performed acts in excess of those authorized by applicable statutes or
regulations. by the bank's organizational documents or plan of
liquidation. or without supplying the required bond.

Q The bank is insolvent. or is in imminent danger of insolvency or has
suspended its ordinary business transactions due to insufficient funds.

(8) The bank is unable to continue operations.

9

10

11

12

13

14

15

16

I7 (D Unless the Commissioner reasonably finds that an emergency exists that
l8 requires that the Commissioner take custody immediately. the Commissioner shall first
19 give written notice to the board of directors of the bank specifying which of those
20 circumstances listed in subdivisions (1) through (8) of subsection (a) have been
2I determined to exist. and shall allow a reasonable time in which corrections may be
22 made before a receiver of the bank will be appointed as outlined in subsections (c) and
23 (d) of this section. For these purposes. "written notice" shall be deemed to include any
24 report of examination or other confidential or non-confidential written communication
25 that is either directly from the Commissioner or is joined in by the Commissioner.
26 (g) The Commissioner shall appoint as receiver or co-receivers one or more
27 qualified persons for the purpose of receivership and liquidation of the bank of which
28 the Commissioner has taken custody under subsection (a) of this section. which receiver
29 shall furnish a bond in such form and amount. and with such surety. as the
30 Commissioner may require.
31 (d) The Commissioner may appoint the FDIC or its nominee as the receiver. and
32 the receiver shall be permitted to serve without posting bond. In the event of such an
33 appointment. the Commissioner shall thereafter be forever relieved of any and all
34 responsibilitland liability in respect to the receivership and the liquidation of the bank.
35 (O In the event the Commissioner takes custody of a bank and then appoints a
36 receiver for the bank. the Commissioner shall serve personally at the bank's principle
37 office through the officer who is present and appears to be in charge. the
38 Commissioner's order taking possession and. if applicable. th,e Commissioner's order
39 appointing a receiver for the bank in liquidation. The Commissioner shall also mail or
40 send. by express delivery to any previous receiver or other legal custodian of the bank
4I and to the Clerk of Superior Court of Wake County. The Commissioner shall give
42 notice to the public of the Commissioner's actions by posting a notice summarizing the
43 Commissioner's actions near the entrance to each branch of the bank. and the
44 Commissioner shall issue a similar public notice as defined in G.S. 53-1-4(58).
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1 (O Whenever a receiver for a bank is duly appointed and qualified under
2 subsection (c ) or (d) of this section:
3 G) The receiver. by operation of law and without any conveyance or other
4 instrument. act or deed. shall succeed to all the rights . titles. powers.
5 and privileges of the bank. its shareholders. officers and directors or
6 any of them" and to the titles to the books. records. and assets of every
7 description of any previous receiver or other legal custodian of the

8 bank. Neither the shareholders" officers or directors. nor any of them
9 shall thereafter. except as expressly provided in this section. have or

10 exercise any rights. powers or privileges or act in connection with any
11 assets or property of any nature of the bank in receivership.
12 (D the Commissioner may at any time. direct the receiver (unless it is the
13 FDIC) to return the bank to its previous or a newly constituted
14 management and its shareholders.
15 (O A receiver. other than the FDIC. may. at any time durins the
L6 receivership and before final liquidation. be removed and a

I7 replacement appointed by the Commissioner.
18 (g) A receiver may perform any of the following acts:

19 (D Demand. sue for. collect. receive and take into possession all the goods

20 and chattels. rights and credits. moneys and effects. lands and
2I tenements. books. papers. choses in action. bills. instruments. notes.
22 intangible interests and property of every description of the bank.
23 (D Foreclose mortglrges. deeds of trust. and other liens granted to the bank
24 to the extent the bank would have the right to do so.

25 (O Seek injunctions and institute suits for the recovery of any property.
26 damages. or demands existing in favor of the bank. and shall. upon the
27 receiver's own application. be substituted as party plaintiff in the place
28 of the bank in any suit or proceedine pending at the time of the

29 receiver's appointment.
30 (g Sell. convey and assign any or all of the property rights and interests
31 owned by the bank.
32 (5) Appoint agents and engage independent contractors.
33 (O Examine papers and investigate persons.
34 0 Make and carry out agreements with the FDIC for the payment or
35 assumption of the bank's liabilities. in whole or in part. and to sell.
36 convey. transfer. pledge. or assign assets as security or otherwise and

37 to make guarantees in connection therewith.
38 (& Perform all other acts that might be done by the employees. officers.
39 and directors of the bank.
40 These powers shall be continued in effect until liquidation of the bank or until return
4L of the bank to its prior or newly constituted management.
42 (D The Commissioner may. unless the FDIC has been appointed as receiver.
43 determine that the receivership proceedings of a bank should be discontinued and the
44 possession of the bank returned to newly constituted management. The Commissioner
45 shall then remove the receiver and restore all the rights. powers. and privileges of the
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1 bank's depositors. shareholders. customers. employees. officers. and directors. The
2 return of a bank to a newly constituted management from the possession of a receiver
3 shall. by operation of law and without any conveyance or other instrument. act or deed,
4 vest in the bank the title to all property held by the receiver in the capacity as receiver
5 for the bank.
6 O Claims against a bank in receivership shall have the following order of
7 priority for payment:

(]) Costs. expenses. and debts of the bank incurred on or after the date of
the appointment of the receiver. including compensation for the
receiver and a reasonable sum for the time of employees and agents of
the OCOB.

A) Claims of holders of deposit accounts.
(3) Claims of secured creditors in such order of priority as is established

by applicable law or regulation.
g) Claims of general creditors.
(l) Claims of holders of the bank's shares in the order of preference

established by the bank's organizational documents.
18 (D All claims of each class described within subsection (i) of this section shall be
19 paid in full so long as sufficient assets are available therefor. Members of a class for
20 which the receiver cannot make payrnent in full shall be paid an amount proportionate
2L to their total claims.
22 (!) The Commissioner may direct the receiver to make payment of claims for
23 which no provision is made in this section. and may direct the payment of less than all
24 claims within a class.
25 (!) When all assets of the bank have been fully liquidated. all claims and
26 expenses have been paid or settled. and the receiver has recommended a final
27 distribution. the dissolution of the bank in receivership shall be accomplished in the
28 following manner:
29 (1) The receiver shall file with the Commissioner a detailed report. in a
30 form to be prescribed by the Commissioner. of the receiver's acts and
3I proposed final distribution of the bank's assets.

32 (A Upon the Commissioner's approval of the final rEport of the receiver.
33 the receiver shall make the final distribution of the bank's assets. in
34 any manner as the Commissioner may direct.
35 (O When any unclaimed property. including funds due to a known but
36 unlocated depositor. remains following the final distribution of the
37 bank's assets. such property shall be promptly transferred to the State
38 Treasurer to hold in accordance with the provisions of Chapter 1158
39 of the General Statutes.
40 (g Upon completion of the actions described in this subsection. the
4I process of dissolution and liquidation of the bank shall be deemed
42 complete. and the Commissioner shall issue a certification of
43 completed liquidation to the Secretary of State.
44 (l) Upon completion of the process of dissolution and liquidation. the
45 Commissioner shall cause an examination of the receiver's activities
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and records to be conducted. with which the receiver shall assist. The
accounts of the receiver shall then be ruled upon by the Commissioner.
and if approved. the receiver shall be given a final and complete

4 discharge andrelease.
5 Part 4. Provisions Relatine to Anv Dissolution or Receivership.
6"
7 The provisions of G.S. 1-507.1 through 1-507.11. relating to receivers. when not
8 inconsistent with the provisions of this Article. shall apply to the liquidation of banks

9 under this Article.
10"
11 (d Any record of a bank that is in or has completed the process of dissolution
12 and liquidation may be kept in compliance with the provisions of G.S. 53-6-14.
13 (D All records of a bank which has completed the process of dissolution and

14 liquidation shall be held in such place as in the Commissioner's judgment will provide
15 for their proper safekeeping and protection.
16 (q) After the expiration of five years from the date of filing of the certificate of
17 completed liquidation under G.S. 53-9-301. the records of the liquidated bank may be

18 desffoyed by the Commissioner using commercially reasonable record desffuction
19 procedures.
20 (O Nothing in this section shall be construed to authorize the destruction by the
2l Commissioner of any of the records of the OCOB made by it with reference to the

22 dissolution. receivership or liquidation of any bank.
23"
24 Whenever any bank. which has been. or shall be. appointed trustee in any indenture.
25 deed of trust or other insffument of like character. executed to secure the payment of
26 any bonds. notes or other evidences of indebtedness. has been or shall be placed in
27 receivership. the powers and duties of the bank as trustee in any such instrument shall..
28 upon the entry of an order of the Clerk of Superior Court having jurisdiction under
29 G.S. 53-9-405 appointing a successor trustee. upon a petition as described in this Part.

30 immediately cease.

31 "

32 In all cases of dissolution receivership and liquidation under this Article. the Clerk
33 of Superior Court of any county in which an indenture. deed of trust or other instrument
34 of like character is recorded shall. upon the verified petition of any person interested in
35 any such trust. either as trustee. beneficiary or otherwise. which interest shall be set out
36 in the petition. enter an order directing service. in the manner required by law for
37 service of summons. on all interested parties of a notice requiring all persons having any
38 interest in the trust. to appear at the Clerk's office on a day designated in the order and
39 notice. not less than 30 days from the date of the first publication of the notice. and
40 show cause why a new trustee shall not be appointed. The notice shall set forth the
4l names of the parties to the indenture. deed of ffust or other such instrument. and the
42 date the documents were executed and the place of recording.
43"
44 If. upon *re day fixed in the notice. no person appears and objects to the
45 appointment of a substitute trustee. the Clerk of Superior Court shall. upon such terms
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as her or she deems advisable to the best interest of all parties. appoint a competent
person authorized to act as substitute ffustee. who shall be vested with and shall exercise
all the powers conferred upon the trustee named in the instrument.
tt

If objection is made to the appointment of a new trustee under this Part. the Clerk
shall hear and determine the matter. and from his or her decision an appeal may be
prosecuted as in cases of $pecial proceedings generally.
tt

The final order of appointment of a new trustee or ffustees under this Part shall be
certified by the Clerk of Superior Court issuine the order and shall be recorded in the
office of the Register of Deeds in the county or counties in which the instrument under
which the aopointment has been made is recorded.
tt

The petition and the order appointing a new trustee or trustees under this Part may
applv to anv number of indentures. deeds of ffust or other instruments. wherein the same
trustee or ffustees are named.
tt

The appointment of a substitute ffustee as described in this Part shall be in addition
to and not substitution for any other remedy provided by law.

Article 10A
Bank Holding Companies.
Part 1.. Chanee in Control

tt

Every holding company. as defined in G.S. 53-1-4(38). of a bank shall register with
the Commissioner and maintain that registration on an annual basis in the form
prescribed by the Commissioner.
tt

(a) Except as otherwise expressly permitted by this section. a person shall not
engage in a control transaction to which a holding company formed under the laws of
this State and having a bank as a subsidiary is a party without the prior approvAl of the
Commissioner. A person may conffact to engage in a conffol transaction with the
consummation of the control fansaction being subject to receipt of the approval of the
Commissioner.

(b) The Commissioner may require a person who is obligated to file a notice or
an application under this section to appoint an aeent resident in this State for service of
process upon the filing of the notice or application or as a condition to the acceptance of
the notice or application for review. An application for approval shall be in a form
required by the Commissioner and shall be accompanied by such fee as may be required
by rule.

(g) The following transactions shall not constitute a control transaction under this
section requiring the prior approval of the Commissioner:

(f) The acquisition of control over voting securities by a person who has
previously engaged in a control transaction with respect to the holding
compgny after receiving the approval of the Commissioner under this
Article. which approval permits the acquisition of control over
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additional voting securities. or any person who is an affiliate of the
person previously engaging in the approved control transaction with
such permission and who is identified in the application submitted for
the approval. if the acquiring person files a notice with the
Commissioner. in the form required by the Commissioner. describing
the transaction at least ten 4ays before the acquiring person or affiliate
thereof first votes or directs the voting of the voting securities.
An acquisition of control over voting securities by operation of law.
will. or intestate succession. if the acquiring person files a notice with
the Commissioner. in the form required by the Commissioner.
describing the acquisition or transfer at least ten days before the
acquiring person first votes or directs the votin& of the voting
securities.
Bona fide gifts.
A transaction exempted by rules. orders. or declaratory ruling s of the

Commissioner. issued because approval of the transaction is not
necessary to achieve the objectives of this Chapter.
An acquisition of control over voting shares exempt from the prior
approval requirements set forth in Section 3 of the Bank Holding
Company Act. as amended (12 U.S.C. 1842). pursuant to the
exceptions described in items (A). (B) or (C) of that Section.
receiot of a notice

24 person of the Commissioner's objection to the exercise of control over the voting
25 securities or may require the acquiring party to submit further information before
26 exercising control over the voting securities. An acquiring person receiving a notice of
27 objection shall be required to submit an application for approval of a control transaction.
28 An acquiring person receiving a notice to submit further information may be required to
29 provide any information which would be included in an application for approval of a
30 control transaction. In the event such an acquiring person is comprised of a group of
3l persons. the Commissioner may require each member of the group to submit relevant
32 information.
33 (d All voting securities over which control has been acquired by an acquiring
34 person shall not be voted on any matter submitted to a vote of the holders of the
35 outstanding voting securities of the holding company of a bank and shall be deemed
36 authorized but unissued for purtrloses of determining the presence of a quorum of
37 holders of voting securities until such time as:

Q)
9
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23

G)
g)

6)

38

39

(!) The Commissioner has approved an application for approval of a

control transaction with respect to the voting securities.

Q) The transaction is one listed in subsection (c) which does not require
the filing of a notice with the Commissioner.

(3) The transaction is one listed in subsection (c) which requires a notice
to be filed with the Commissioner and the Commissioner has not
issued an objection to the notice and any requirement of the
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1 Commissioner for the filing of further information had been
2 determined by the Commissioner to have been satisfied.
3"
4 (d A psrson seeking approval of a conffol transaction to which a holding
5 companv of a bank is a party under this Article shall file the following with the
6 Commissioner:

LD An application in the form prescribed by the Commissioner.

LD. All filing fees required by rule of the Commissioner.

G) Any other information required by a rule of the Commissioner or
deemed by the Commissioner to achieve the objectives of this Chapter.

11 (D In the event a person submitting an application is a group of persons. the
12 Commissioner may require each member of the group to submit information relevant to
L3 the application.
t4 (g) Notwithstanding any laws to the contrary. information about the character.
15 competence or experience of an acquiring person or its proposed management personnel
16 or affiliates shall be deemed a confidential record of the Commissioner subject to
17 G.S.53-2-7ft).
19 "

19 A person filing an application for approval of a confrol transaction shall publish a
20 public notice of the filing of the application not more than 30 days before nor more than
21 10 davs after the filing of the application with the Commissioner. The public notice
22 shall contain the following:

(!) A statement that the application has been filed with the Commissioner.

Q The name of the applicable holding company and the address of its
principle office.

(3) A statement that any interested person may make written comment on
the proposed control transaction and that comments received by the
Commissioner within 14 days of the publication of the public notice
shall be considered. The public notice shall provide the current mailing

30 address of the Commissioner.
31 "

23

24
25
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8
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27
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34
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(g) The Commissioner shall examines the proposed control transaction. including
the character. competence. and experience of the acquirinlperson and its proposed
management personnel. to determine whether the financial stability of the holding
company or the interests of the customers served by one or more bank subsidiaries of
the holding company would be adversely affected by the proposed control transaction.

control ffansaction unless extraordinary circumstances require a longer period of
review. the Commissioner shall approve or denLthe application.

(b) The Commissioner may deny an application for approval of a control for any
of the following reasons:

0_) The financial condition of the person seeking approval of a control
transaction could jeopardize the financial stability of the holding
company. one or more bank subsidiaries of the holding company or the
financial interests of the bank's customers.
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Q) An examination of the character. competence or experience of any
acquiring person or of any of the proposed management personnel of
the holding company shows that it would not be in the interest of the
customers of one or more of the bank subsidiaries of the holding
company or in the interest of the public to permit the person to control
the holding company.

(3) The plans or proposals of the person seeking approval with respect to
exercising confol over the holding company would not be in the best
interests of the customers of one or more bank subsidiaries of the
holding company.

g\ Upon the effective date of the proposed control transaction. one or
more of the bank subsidiaries of the holding company would not be
solvent. have inadequate capital. or not be in compliance with this
Chapter or rules of the Commissioner.

(!) The application for approval is incomplete.
(6) If the acquiring person solicits votes for the approval of or consents to

the conffol transaction from the holders of the voting securities of the

holding company. adequate and complete disclosures of all material
information about the proposed conffol transaction. together with a
prominent statement that neither the control transaction nor any
solicitation of such holders' votes or consents has been approved by
the Commissioner and that any representation to the contrary is a

23 criminal offense. have not been made to the holders.
24 G) If an application filed under this Part is approved by the Commissioner. the
25 control transaction may become effective. A11 conditions to approval set forth in the
26 order of the Commissioner shall be enforceable against the person. and each member of
27 a group of persons. receiving the approval.
28 "@
29 Any order of the Commissioner denying an application for approval of a conffol
30 transaction may be appealed to the Commission by the person filing the application
3I denied as provided in G.S. 53-2-6.
32 Part 2. Combinations
33"
34 With the approval of the Commissioner. a holding company of a bank may combine
35 with one or more other holding companies or other companies. The application for
36 approval shall be in the form required by the Commissioner and shall be accompanied
37 by such fee as may be required by rule.
39"
39 (d A holding company of a bank seeking approval of a combination shall file
40 with the Co9mmissioner an application for approval. copies of the agreement under
4l which the holdine company proposes to effect the combination. and any additional
42 information which the Commissioner shall require by rule or as is required by the
43 Commissioner in connection with the application in order to achieve the objectives of
44 this chapter.
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1 (D A holding company filing an application for approval of a combination shall
2 publish a public notice of the filing of the application not more than 30 days before nor
3 more than 10 days after the filine of the application with the Commissioner. The public
4 notice shall contain the following:
5 (D A statement that the application has been filed with the Commissioner.
6 A) The names of the parties to the proposed combination and the
7 addresses of its principle offices.
S (O A statement that any interested person may make written comment on
9 the proposed combination and that comments received by the
10 Commissioner within 14 days of the publication of the public notice
11 shall be considered. The public notice shall provide the current mailing
12 address of the Commissioner.
13 (g) The Commissioner shall examine the proposed combination including the
L4 character. competency and experience of the proposed directors and executive officers
15 of the surviving party of the combination. to determine whether the interests of the
L6 customers and communities served by the banks controlled by the parties to the
17 combination would be adversely affected by the proposed combination.
18 (d) Notwithstanding any laws to the conffary. information about the character.
19 competence. and experience of the directors and executive officers of the parties to a
20 combination received by the Commissioner shall be deemed a confidential record of the
2l Commissioner subject to G.S. 53-2-7ft).
22"
23 Based on the application and the Commissioner's examination. the Commissioner

later than the 60* day following the date the Commissioner notifies the parties that the
application is complete" unless extraordinary circumstances require a longer period of
review.
"@

Any order of the Commissioner denying an application for approval of a

combination may be appealed to the Commission by a party to the combination as

provided in G.S. 53-2-6.
Part 3. General Authoritv

tt

Upon a finding that any action of a holding company subject to this Article may be
in violation of any banking laws. the Commissioner. after a reasonable notice to the
holding company and an opportunity for it to be heard. shall have the authority to order
it to cease and desist from such action. If the holding company fails to appeal the
decision within ten days of the date of the issuance of the order in accordance with
G.S.53-2-6. and continues to engage in the action in violation of the Commissioner's
order to cease and desist such action. it shall be subiect to a civil money penalty of
twenty thousand dollars ($20.000.00) for each day it remains in violation of the order.
The penalty provision of this section shall be in addition to and not in lieu of any other
provision of law applicable to a holding company's failure to comply with an order of
the Commissioner. The clear proceeds of the civil money penalty shall be remitted to
the Civil Penalty and Forfeittue Fund in accordance with G.S. 115C-457.2.
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ltt
2 Each holding company of a bank shall report to the Commissioner any changes in its
3 directors. president. chief executive officer. or chief financial officer by the close of the
4 second day on which the holdine company is open for business following the change."
5 SECTION 4. G.S. l-339.1(a) reads as rewritten:
6 "(a) A judicial sale is a sale of property made pursuant to an order of a judge or
7 clerk in an action or proceeding in the superior or district court, including a sale

8 pursuant to an order made in an action in court to foreclose a mortgage or deed of ffust,
9 but is not

10

11 (7) A sale made in the course of liquidation of a bank pursuant to
12 or
13 ..."
14 SECTION 5. G.S. zL-I.lA(d) reads as rewritten:
15''(d)Theloansorinvestmentsregu1atedbyWshallnotbe
16 subject to the provisions of this section."
I7 SECTION 6. G.S. 25-4-405(c ) reads as rewritten:
18 "(c) A transaction, although subject to this Article, is also subject to G.S. 4I-2.1,
|9W53-64-54-109.58,ffid54B-I29,andincaseofconf1ictbetweenthe
20 provisions of this section and either of those sections, the provisions of those sections
2l control."
22 SECTION 7. G.S. 36C-l-102 reads as rewritten:
23 "$ 36C-L-102. Scope.
24 This Chapter applies to any express trust, private or charitable, with additions to the
25 trust, wherever and however created. The term "express trust" includes both
26 testamentary and inter vivos ffusts, regardless of whether the trustee is required to
27 account to the clerk of superior court. This Chapter also applies to any trust created for
28 or determined by judgment or decree under which the trust is to be administered in the
29 manner of an express trust. This Chapter does not apply to constructive trusts, resulting
30 trusts, conservatorships, estates, m*p Payable on Death accounts as defined in
3|54-109.57,54B-130,ffid54C-|66'trustfundssubjectto
32 G.S. 90-210.61, custodial arrangements under Chapter 33A of the General Statutes and
33 Chapter 33B of the General Statutes, business trusts providing for certificates to be
34 issued to beneficiaries, coillmon trust funds, voting trusts, security arrangements,
35 liquidation trusts, and trusts for the primary purpose of paying debts, dividends, interest,
36 salaries, wages, profits, pensions, or employee benefits of any kind, or any arrangement
37 under which a person is nominee or escrowee for another."
38 SECTION 8. G.S. 53-163.1(b) reads as rewritten:
39 "(b) Funds held in a fiduciary capacity by a depository institution, awaiting
40 investment or distribution may, unless prohibited by the instrument creating the
4I fiduciary relationship, be deposited in the commercial or savings or other department of
42 the depository institution, provided that it shall first set aside under control of the trust
43 department as collateral security, ttre classes of securities listed in G.S. 159-30(c) as

44 being eligible for the investment of funds by local governments and public authorities
45 equal in market value of such deposited funds, or readily marketable commercial bonds
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having not less than a recognized "A" rating equal to one hundred and twenty-five
percent (I25Vo) of the funds so deposited.

The securities so deposited or sectrities substituted therefor as collateral in the trust
department by the commercial or savings or other department (as well as the deposit of
cash in the commercial or savings or other department by the trust departmenQ shall be
held pursuant to the provisions of

If such funds are deposited in a depository institution insured under the provisions of
the Federal Deposit Insurance Act, the above collateral security will be required only for
that portion of uninvested balances of each ffust which are not fully insured under the
provisions of that act."

SECTION 9. Article 14 of Chapter 53 of the General Statutes is amended by
adding a new section to read:
tt

A bank which is a trust institution may maintain separate departments and deposit in
its commercial department to the credit of its ffust department all uninvested fiduciary
funds of cash and secure all such deposits in the name of the ffust department whether in
consolidated deposits or for separate fiduciar.v accounts" by segregating and delivering
to the trust department such securities as are required by G.S.53-163.1 for such
deposits. Such securities shall be held by the trust department as security for the full
payment or repayment of all such deposits. and shall be kept separate and apart from
other assets of the trust department. Until all of the deposits shall have been accounted
for to the trust department or to the individual fiduciary accounts. no creditor of the
bank shall have any claim or right to such security. When fiduciary funds are deposited
by ttre trust department in the commercial department of the bank. the deposit thereof
shall not be deemed to constitute a use of such funds in the general business of the bank.
To the extent and in the amount such deposits may be insured by the FDIC. the amount
of security required for such deposits by this section may be reduced. The Banking
Commission shall have power to make such rules as it may deem necessary for the
enforcement of the provisions of this section."

SECTION 10. G.S. 53-167 reads as rewritten:
$ 53-167. Expenses of supervision.

@ the pu{pose of defraying necessary expenses of the

Banks for supervision. each licensee shall pay to the Commissioner ef4ankt-the4ees
preseri an assessment not to exceed
eighteen dollars ($18.00) per one hundred thousand dollars ($100.000.00) of assets. or
fraction thereof. plus a fee of three hundred dollars ($300.00) per office. provided.
however. a consumer finance licensee shall pay a minimum annual assessment of not
less than five hundred dollars ($500.00). The assessment shall be determined on a

consumer finance licensee's total assets as shown on its report of condition made to the
Commissioner as of December 31 of each year. or the date most nearly approximating
that date. If the Commissioner determines that the financial condition or manner of
ooeration of a consumer finance licensee warrants further examination or an increased
level of supervision. the licensee may be subject to assessment not to exceed the amount
determined in accordance with the schedule set forth in this section."
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I SECTION 11. G.S. 53-184(a) reads as rewritten:
2 (a) Each licensee shall maintain all books and records relating to loans made
3 under ttris Article required by the Commissioner of Banks to be kept, and the
4 Commissioner, his deputy, or duly authoized examiner or agent or employee is
5 authorized and empowered to examine such records at any reasonable time. Such books
6 and records may be maintained in the form of magnetic tape, magnetic disk, optical
7 disk, or other form of computer, elecffonic or microfilm media available for
8 examination on the basis of computer printed reproduction, video display or other
9 medium acceptable to the Commissioner of Banks; provided, however, that such books
10 and records so kept must be convertible into clearly legible tangible documents within a

11 reasonable time. Any licensee having more than one licensed office may maintain such
12 books and records at a location other than the licensed office location if such location is
1,3 approved by the Commissioner; provided that, upon such requirements as may be

1,4 imposed by the Commissioner of Banks, there shall be available to the borrower at each

15 licensed location or such other location convenient to the borrowero as designated by the

16 licenseeo complete loan information; and provided further that such books and records

t7 of each licensed office shall be clearly segregated. When a licensee maintains its books
18 and records outside of North Carolina. the licensee shall make them available for
19 examination at the place where they are maintained and shall pay for all reasonable and
20 necessary expenses incurred by the Commissioner in conducting such examination.
2I Where the data processing for any licensee is performed by a person other than the

22 licensee, the licensee shall provide to the Commissioner of Banks a copy of a binding
23 agreement between the licensee and the data processor which allows the Commissioner
24 of Banks, his deputy, or duly authorized examiner or agent or employee to examine that
25 particular data processor's activities pertaining to the licensee to ttre same extent as if
26 such services were being performed by the licensee on its own premises; &ild,
27 notwithstanding the provisions of G.S.53-167 and W when billed by the
28 Commissioner of Banks, the licensee shall reimbwse the Commissioner of Banks for all
29 costs and expenses incurred by the Commissioner in such examination.
30 SECTION 12. G.S. 53-188 reads as rewritten:
3l "$ 53-L88. Review of regulations, order or act of Commission or Commissioner.
32 The Commission may review any rule, regulation, order or act of the Commissioner
33 done pursuant to or with respect to the provisions of this Article. Any person aggrieved
34 by any such rule, regulation, order or act may appeal, pursuant to G#5342(4h
35 G.S.53-2-6ft). to the Commission for review upon giving notice in writing within 20
36 days after such rule, regulation, order or act complained of is adopted, issued or done.
37 Notwithstanding any other provision of law to the contrary, any aggrieved party to a
38 decision of the Commission shall be entitled to petition for judicial review pursuant to
39 GS,+92(d)., G.S.53-2-6ft)."
40 SECTION 13. G.S. 53-208.27(b) reads as rewritten:
4I (b) The Banking Commission may review any rule, regulation, order, or act of
42 the Commissioner done pursuant to or with respect to the provisions of this Article. Any
43 person aggrieved by any such rule, regulation, order, or act may appeal, pursuant to
44totheCommissionforreviewuponprovidingnoticein
45 writing within 20 days after any rule, regulation, order, or act complained of is adopted,
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issued, or done. Notwithstanding any other provision of law, any aggrieved party to a
decision of the Banking Commission shall be entitled to petition for judicial review
pursuant to "

SECTION 1.4. G.S. 53-215 reads as rewritten:
"$ 53-21.5. Appeal of Commissioner's decision.

Any aggrieved party in a proceeding under
G.S.53-10-102. or may, within 20 days after final
decision of the Commissioner, appeal in writing any decision to the State Banking
Commission. An appeal under this section shall be made pursuant to GS-53-92{d)r
G.S.53-2-6. Notwithstanding any other provision of law, any aggneved party to a

decision of the State Banking Commission shall be entitled to petition for judicial
reviewpursuanttoffi"

SECTION 15. G.S. 53-2t7 reads as rewritten:
"S 53-217. Enforcement.

The Commissioner shall have the power to enforce the provisions of this Article
through an action in any court of this State or any other state or in any court of the
United States, as provided in for the purpose
of obtaining an appropriate remedy for violation of any provision of this A#ielq
itt

SECTION 16. G.S. 53-224.11(b) reads as rewritten:
(b) A North Carolina State bank desiring to establish and maintain a branch in

another state under this section shall file an application on a form prescribed by the

If the Commissioner finds that the applicant has the
financial resources sufficient to undertake the proposed expansion without adversely
affecting its safety or soundness and that the establishment of the proposed branch is in
the public interest, the Commissioner may approve the application. In acting on the
application, the Commissioner shall consider the views of the appropriate bank
supervisory agencies. The applicant bank may establish the branch when it has received
the written approval of the Commissioner."

SECTION 17. G.S. 53-224.18 reads as rewritten:
"S 53-224.1.8. Authority of State banks to establish interstate branches by merger.

With the prior approval of the Commissioner, a North Carolina State bank may
establish, maintain, and operate one or more branches in a state other than North
Carolina pursuant to an interstate merger transaction in which the North Carolina State
bank is the resulting bank. Not later than the date on which the required application for
the interstate merger transaction is filed with the responsible federal bank supervisory
agency, the applicant North Carolina State bank shall file an application on a form
prescribed by the

The applicant shall also comply with the applicable
provisions of If the Commissioner
finds that (i) the proposed transaction will not be detrimental to the safety and
soundness of the applicant or the resulting bank, (ii) any new officers and directors of
the resulting bank are qualified by character, experience, and financial responsibility to
direct and manage the resulting bank, and (iii) the proposed merger is consistent with
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1 the convenience and needs of the communities to be served by the resulting bank in this
2 State and is otherwise in the public interest, it shall approve the interstate merger
3 transaction and the operation of branches outside of North Carolina by the North
4 Carolina State bank. Such an interstate merger ffansaction may be consummated only
5 after the applicant has received the Commissioner's written approval."
6 SECTION 18. G.S. 53-224.20 reads as rewritten:
7 "g 53-224.20. Notice and filing requirements.
8 Any out-of-state bank that will be the resulting bank pursuant to an interstate merger
9 transaction involving a North Carolina bank shall notify the Commissioner of the

10 proposed merger not later than the date on which it files an application for an interstate
11 merger transaction with the responsible federal bank supervisory agency, and shall
12 submit a copy of that application to the Commissioner and pay the filing fee required by
13 the Commissioner. All banks which are parties to such interstate merger transaction
14 involving a North Carolina State bank shall comply with
15 7A of this Chapter and with other applicable state and federal laws. Any out-of-state
L6 bank which shall be the resulting bank in such an interstate merger transaction shall
l7 comply with Article 15 of Chapter 55 of the North Carolina General Statutes."
18 SECTION 19. G.S. 53-224.24(a) reads as rewritten:
19 (a) The Commissioner may make such examinations of any branch of an

20 out-of-state state bank established under this Article and located in this State as the
2I Commissioner may deem necessary to determine whether the branch is operating in
22 compliance with the laws of this State and to ensure that the branch is being operated in
23 a safe and sound manner. The provisions of
24 apply to such examinations."
25 SECTION 20. G.S. 53-224.30 reads as rewritten:
26 "S 53-224.30. Appeal of Commissioner's decision.
27 Any aggrieved party in a proceeding under this Article may, within 20 days after
28 final decision of the Commissioner, appeal, in writing, such decision to the North
29 Carolina State Banking Commission. An appeal under this section shall be made

30purSuanttoWNotwithstandinganyotherprovisionoflaw,any
31 aggrieved party to a decision of the Commission shall be entitled to petition for judicial
32 reviewpursuanttoffi"
33 SECTION2l. G.S.53-232.12(b) isrepealed.
34 SECTION 22. G.5.53-232.17 reads as rewritten:
35 S 53-232.17. Appeal of Commissioner's decision.
36 Any aggrieved party in a proceeding under this Article mayo within 20 days after
37 final decision of the Commissioner, appeal such decision in writing to the Banking
38 Commission. An appeal under this section shall be made pursuant to
39WNotwithstandinganyotherprovisionof1aw,anyaggrieved
40 party to a decision of the Banking Commission shall be entitled to petition for judicial
41 reviewpursuantto @"
42 SECTION 23. G.S. 53-244.t20(c ) reads as rewritten:
43 "(c) The requirements of W regarding the privacy or
44 confidentiality of any information or material provided under subsections (a) and (b) of
45 this section, and any privilege arising under any other federal or State law with respect
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1 to such information or material, shall continue to apply to the information or material
2 after it has been disclosed to an entity described in subsection (a) or (b) of this section.

3 Information or material held by such an entity shall not be subject to disclosure under
4 any State law governing the disclosure to the public of information held by an officer or
5 agency of the State. The entities described in subsections (a) and (b) of this section may
6 share information and material with all State and federal regulatory officials with
7 mortgage indusfy oversight authority without the loss of privilege or the loss of
8 confidentiality protections provided by State or federal law."
9 SECTION 24. G.S. 53-244.t21 reads as rewritten:
10 "$ 53-244.L21.. Review by Banking Commission.
11 The Banking Commission may review any rule, regulation, order, or act of the
12 Commissioner made pursuant to or with respect to the provisions of this Article, and
13 any person aggrieved by any rule, regulation, order, or act may, pursuant to
t4appealtotheBankingCommissionforreviewupongiving
15 20 days' written notice after the rule, regulation, order, or act is adopted or issued. The
16 notice of appeal shall specifically state the grounds for appeal and, in the case of an
I7 appeal from a contested case proceeding before the Commissioner, shall set forth in
18 numbered order the assignments of error for review by the Banking Commission.
19 Failure to specify the assignments of error shall constitute grounds to dismiss the
20 appeal. Failure to comply with the briefing schedule as provided by the Banking
2I Commission shall also constitute grounds to dismiss the appeal. Notwithstanding any
22 other provision of law, any party aggrieved by a decision of the Banking Commission
23 shall be entitled to an appeal pursuant to @"
24 SECTION 25. G.S. 53-252 reads as rewritten:
25 "$ 53-252. Appeal of Commissioner's decision.
26 The Commission may review any rule, regulation, order, or act of the Commissioner
27 done pursuant to or with respect to the provisions of this Article. Any person aggrieved
28 by any such rule, regulation, order, or act may appeal, pursuant to GS-5342(4);
29 G.S. 53-2-6. to the Commission for review upon giving notice in writing within 20 days
30 after such rule, regulation, order, or act complained of is adopted, issued, or done.
3I Notwithstanding any other provision of law, any aggrieved party to a decision of the
32 Banking Commission shall be entitled to petition for judicial review pursuant to
33 ffi"
34 SECTION 26. G.S. 53-272 reads as rewritten:
35 "S 53-272. Appeals.
36 The Banking Commission may review any rule, regulation, order, or act of the
37 Commissioner done pursuant to or with respect to the provisions of this Article. Any
38 person aggrieved by any such rule, regulation, order, or act may appeal, pursuant to
39totheCommissionforreviewupongivingnoticeinwriting
40 within 20 days after such rule, regulation, order, or act complained of is adopted, issued,
4I or done. Notwithstanding any other provision of law, any aggrieved party to a decision
42 of the Banking Commission shall be entitled to petition for judicial review pursuant to
43 ffi"
44 SECTION 27. G.5.53-289 reads as rewritten:
45 "$ 53-289. Commission may review rules, orders, or acts by Commissioner.
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1 The Commission may review any rule, regulation, order, or act of the Commissioner
2 done pursuant to or with respect to the provisions of this Article. Any person aggrieved
3 by any such rule, regulation, order, or act may appeal, pursuant to G'S-J342(4L
4 G.S. 53-2-6. to the Commission for review upon giving notice in writing within 20 days
5 after such rule, regulation, order, or act complained of is adopted, issued, or done.

6 Notwithstanding any other provision of law, any aggrieved party to a decision of the

7 Banking Commission shall be entitled to petition for judicial review pursuant to
8ffi"
9 SECTION 28. G.S. 53-301(a) reads as rewritten:

10 "(a) Except as otherwise provided in this Article, or when the context clearly
11 indicates that a different meaning is intended, the following definitions shall apply
12 throughout this Article:
t3
L4 (7) "Branch" has the meaning set forth in
15 ..."
16 SECTION 29. G.S. 53-359(b) reads as rewritten:
17 "(b) A merger or share exchange authorized by subsection (a) of this section, shall
18begovernedbyArtic1e11ofChapter55oftheGeneralStatutesandG#
19 G.S.53-7-205. An acquisition or transfer of assets authorized by subsection (a) of this
20 section shall be governed by Article 12 of Chapter 55 of the General Statutes and

2l W"
22 SECTION 30. G.S. 53-366 reads as rewritten:
23 "S 53-366. Appticability of other laws to authorized trust institutions; status of
24 State trust company.
25 (a) Except as otherwise provided in this Article, the following provisions of this
26 Chapter shall apply to authorized trust institutions:
27 (t) G'$5++4
28 e) Gs'-53+G
2e (3) W
30 @ G.S.#a&3r (s) w
32 (6) cS'53-8*
33 (7) @ of this Chapter, except where it clearly appears

34 from the context that a particular provision is not applicable to trust
35 business or trust marketing, and except that the provisions of this
36 Article shall apply in lieu of:
37 a. W
38 b. W
39 c. W
40 * GS-53a06:ad
4le
42 €) tt*iete q ef ttris enapt
43 if,€s's.€r
44 trtrst marketirg; and exeept that the previsiens ef this r\rtiele shall
45
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1 (9) ttrtiete rc ef ttris enapte
2 ia€s's-ef

3 trust marreeting; md exeept that the prev:siens ef this Artiele str*ll
4

S iens,
6 (10) Article 14 of this Chapter.
7 (b) Rules adopted by the Commissioner to implement those provisions of this
8 Chapter made applicable to authorized trust institutions by subsection (a) of this section
9 also shall apply to authorized trust institutions unless the rules are inconsistent with this
10 Article or it clearly appears from the context that a particular provision is inapplicable to
11 trust business or trust marketing.
lz (c) Activities of authorized trust institutions for clients shall not be considered
13 the sale or issuance ofchecks under
14 (d) Until the Commissioner has issued new rules governing State trust
15 companies, State trust companies shall be governed by rules issued by the
16 Commissioner for banks acting in a fiduciary capacity, except to the extent the rules are

l7 inconsistent with this Article or it clearly appears from the context that a particular
18 provision is inapplicable to the business of a State trust company.
19 (e) Notwithstanding any other provision of this Chapter, a State ffust company:
20 (+)
2t (2) Is a "bank" for purposes of laws made applicable to authorized trust
22 institutions in this section and for purposes of G.S. 53-277.
23 (3) Is a trust company organized and doing business under the laws of the
24 State of North Carolina, a substantial part of the business of which is
25 exercising fiduciary powers similar to those permitted national banks
26 under authority of the Comptroller of the Currency, and which is
2l subject by law to supervision and examination by the Commissioner as

28 a banking institution; and
29 (4) Is a financial institution similar to a bank.
30 (0 In the case of a State ffust company controlled by a company that has

3l declared itself to be a "financial holding company" under 12 U.S.C. $ 1843(1X1)(C)(i),
32 deposits held for an account shall be deemed to be "trust funds" within the meaning of
33 12 U.S.C. $ 1813(p) unless all fiduciary duties with respect to the account are explicitly
34 disclaimed. This subsection does not prescribe the nature or extend the scope of any
35 fiduciary duties; the nature and extent of any fiduciary duties with respect to deposits
36 held for accounts shall be as provided by the instruments and laws applicable to those
37 accounts.
38 (g) Subject to any limitations contained in this Article, an authorized trust
39 institution is a "trust company", a "corporate trusteo", & "corporate fiduciary", and a

40 "corporation acting in a fiduciary capacity", as such and similar terms are used in the
41 General Statutes, except where it clearly appears from the context in which those terms
42 are used that a different meaning is intended."
43 SECTION 31. G.S. 53-368(c) is repealed.
44 SECTION 32. G.S. 53-335 reads as rewritten:
45 "$ 53-385. Inventory.
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1within90daysafterthefilingofanoticedescribedinWthe
2 Commissioner shall file an inventory of the assets and liabilities, not including assets

3 and liabilities held in accounts of the State trust company, of the State trust company. A
4 copy of the inventory shall be filed with the clerk of the superior court of the county in
5 which the action is pending, and a copy shall be kept on file with the State trust
6 company. The inventory shall be open for inspection during usual business hours,
7 provided that nothing herein shall require the State trust company to remain open
8 unnecessarily."
9 SECTION 33. G.S. 53-412 reads as rewritten:

10 "S 53-412. Commissioner hearings; appeals.
11 (a) This section does not grant a right to a hearing to a person that is not
12 otherwise granted by governing law.
13 (b) The Commissioner may convene a hearing to receive evidence and argument
L4 regarding any matter before the Commissioner for decision or review under the

15 provisions of this Article. The hearing shall be conducted in accordance with Article 3A
16 of Chapter 1508 of the General Statutes.
L7 (c) Disputes over decisions and actions of the Commissioner under the

18 provisions of this Article shall be "contested cases" as defined in G.S. l50B-2(2).
19 (d) Except as expressly provided otherwise by this Chapter, an order of the

20 Commissioner may be appealed, in writing, to the Commission for review, pursuant to
2l he Commission may affirm, modify, or reverse a decision
22 of the Commissioner.
23 (e) Petitions for judicial review from the Commission shall be made to the Wake
24CountySuperiorCourtandsha1lproceedasprovidedinW''
25 SECTION 34. G.S. 54-73 reads as rewritten:
26 "$ 54-73. Banking laws applicable.
27

28 insofar as

29 applicable and not in conflict with the provisions hereof shall apply to land mortgage
30 associations."
3l
32 SECTION 35. G.S. 54B-4(b) reads as rewritten:
33 "(b) As used in this Chapter, unless the context otherwise requires, the term:
34

35 (l4a) "Commissioner" means the Commissioner of Banks authorized
36 pursuant to
37 Statutes.
3g ..."
39 SECTION 36. G.S. 548-34.2(a) reads as rewritten:
40 "(a) A savings and loan association, upon a majority vote of its board of directors,
4I may apply to the Commissioner of Banks for permission to convert to a bank, as defined
42 under or to a national bank or other form of depository
43 institution and for certification of appropriate amendments to its cenificate of
44 incorporation to effect the change. Upon receipt of an application to so convert, the
45 Commissioner of Banks shall examine all facts connected with the conversion including
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1 receipt of approval of the converting institution's plan of conversion by other federal or
2 state regulatory agencies having jurisdiction over the institution upon completion of its
3 conversion. The depository institution applying for permission to convert shall pay all
4 the expenses and costs of examination."
5 SECTION 37. G.S. 548-46(a) reads as rewritten:
6 "(a) Any bank, as defined in ay convert to a stock
7 association as provided in this section."
8 SECTION 38. G.S. 548-47(a) reads as rewritten:
9 "(a) Any State association, upon a majority vote of its board of directors, may
10 apply to the Commissioner of Banks for permission to merge with any bank, as defined
11 inffi"
12 SECTION 39. G.S. 548-54 reads as rewritten:
13 "$ 548-54. Deputy commissioner of Savings Institutions Division.
14 There shall be a deputy commissioner of the Savings Institutions Division as

15 appointed by the Commissioner in The deputy
16 commissioner authoized by this section shall perfonn any duties and exercise any
17 powers directed by the Commissioner."
18 SECTION 40. G.S. 548-158 reads as rewritten:
19 "$ 548-158. Insured or guaranteed loans.
20 An association may make insured or guaranteed loans in accordance with the
2l provisionsofffi"
22 SECTION 41. G.S. 54C-4(b) reads as rewritten:
23 "(b) Unless the context otherwise requires, the following definitions apply in this
24 Chapter:
25

26 (8a) Commissioner. - The Commissioner of Banks authorized pursuant to
27

2g ..."
29 SECTION 42. G.S. 54C-40(a) reads as rewritten:
30 "(a) A State savings bank, upon a majority vote of its board of directors, may
31 apply to the Commissioner of Banks for permission to merge with any bank, as defined
32inWoranyassociation,asdefinedinG.S.54B-4,"
33 SECTION 43. G.S. 54C-47(a) reads as rewritten:
34 "(a) A State savings bank, upon a majority vote of its board of directors, may
35 apply to the Commissioner of Banks for permission to convert to a bank, as defined
36 under or to a national bank or other form of depository
37 institution and for certification of appropriate amendments to its certificate of
38 incorporation to effect the change. Upon receipt of an application to so convert, the
39 Commissioner of Banks shall examine all facts connected with the conversion,
40 including receipt of approval of the converting institution's plan of conversion by other
4l federal or state regulatory agencies having jurisdiction over the institution upon
42 completion of its conversion. The depository institution applying for permission to
43 convert shall pay all the expenses and costs of examination."
44 SECTION 44. G.S. 54C-122(e ) reads as rewritten:
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1 "(e) A savings bank may make insured or guaranteed loans in accordance with2 ru
3 SECTION 45. G.S. 1168-55 reads as rewritten:
4 "$ 1168-55. Contents of safe deposit box or other safekeeping depository.
5 Contents of a safe deposit box or other safekeeping depository held by a financial
6 organization is presumed abandoned if the apparent owner has not claimed the property
7withintheperiodestablishedbyffiandsha1lbede1iveredtothe
8 Treasurer as provided by that section. If the contents include property described in
9 G.S. 1168-53, the Treasurer shall hold the property for the remainder of the applicable

10 period set forth in that section before the property is deemed to be received for purpose
11 of sale under G.S. 1168-65."
12 SECTION 46. G.S. 120-L23 reads as rewritten:
13 "$ L20-123. Service by members of the General Assembly on certain boards and
14 commissions.
15 No member of the General Assembly may serve on any of the following boards or
16 commissions:
T7

18(3a)TheStateBankingCommission,aSeStabliShedbyffi
19 2A of Chapter 53 of the General Statutes.
20 ..."
2l SECTION 47. G.S. 143-143.9(1) reads as rewritten:
22 "(1) Bank. - A federally insured financial institution including institutions
23 defined under savings and loan
24 associations, credit unions, savings banks and other financial
25 institutions chartered under this or any other state law or chartered
26 under federal law."
27 SECTION 48. G.S. 164-I1.6(a) reads as rewritten:
28 "(a) The chapters, subchapters, articles and sections now comprising Volume 28
29 of the General Statutes of North Carolina, and Cumulative Supplement thereto,
30consistingofWthrough82-I8,nowinforce,asamended,are
3I hereby reenacted and designated as Replacement Volume 28 of the General Statutes of
32 North Carolina."
33 SECTION 49. G.S. 164-11.7(a) reads as rewritten:
34 "(a) The chapters, subchapters, articles and sections now comprising Volumes 28
35 and 2C of the General Statutes of North Carolina, and Cumulative Supplements thereto,
36consistingofWtol05-462,nowinforce,aSamended,arehereby
37 reenacted and designated as 1965 Replacement Volumes 28,2C and 2D of the General
38 Statutes of North Carolina."
39 SECTION 50. This act becomes effective October 1.2012.
40
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Bilt Draft 2011-ROz-10:
Banking Law Modernization Act.

20 I 1-2012 General Assembly

Committee:
Introduced by:
Analysis of: 2011-ROz-10

Date: April22,2012
Prepared by: Karen Cochrane-Brown

Committee Counsel

SUMMARY: This draft rewrites much of the State's hanking law as recorunended by the
Joint l*gislative Study Commission on the Modernization of North Carolina Banking Laws.

CIIRRENT LAW: The current banking law, Chapter 53 of the General Statutes, has remained
largely unchanged since 1931. Since then there have been clarifying amendments and

amendments to respond to changes in federal law, especially with regard to interstate banking
and branching, and bank holding companies, but there has not been a comprehensive revision of
the law.

BILL ANALYSIS: The draft bill renames Chapter 53 of the General Statutes "Regulation of
Banks and Other Financial Services" to more accurately reflect the scope of the Chapter.

Articles 1 through I0, L2, and 13 of Chapter 53 are repealed and replaced with the following new
Articles:

Article LA - General Provisions

o Defines the scope and applicability of the Chapter.

o Creates much more comprehensive definitions section than under current law. The draft
replaces the definitions under current law that reflects accounting and supervisory capital
restrictions with definitions relating to capital adequacy. The definitions also describe the
various baking organizations affected by the statute and the federal and state supervisory
and regulatory agencies.

o Severability clause.

Article 2A - Commission and Commissioner

o Reauthorizes the Banking Commission. Reduces the membership to 15; adds a

representative from the consumer finance industry.

o Reauthorizes the authoritv of the Commissioner and the Office of Commissioner of
Banks.

o Restates the authority of the Commissioner, subject to approval of the Commission to
adopt all necessary rules.

Joint Legislative Study Commission on the Modernization of North Carolina Banking Laws
(2011) Page 94



Establishes uniform provisions for hearings and appeals for all statutes administered by
the Commission and the Commissioner.

o Revises and expands the list of records which are confidential and extends the legally
required confidentiality to legal discovery as well as other requests.

Article 3A - Oreanization of a Bank

Authorizes an applicant to seek permission to organize a bank from the Commissioner.
With the Commissioner's permission, the organizers may file articles of incorporation
with the Secretary of State and continue the organizational process. Upon completion of
the initial process, the bank's organization can be done through the corporation with
funds held in an escrow account approved by the Commissioner.

The proposed bank's articles of incorporation must contain information required by
Chapter 55 (the Business Corporation Act). The bank cannot begin the business of
banking, however, until the Commissioner issues a charter. The Commissioner's decision
may be approved, modified, or disapproved by the Commission after a public hearing.

The Commissioner may dissolve and liquidate a proposed bank if (1) the Commissioner
does not recommend issuance of a charteri Q) the Commission denies approval of the
charter; or (3) the charter is revoked because the bank does not open within 6 months or
for other reasons.

Article 4A - Governance of a Bank

Provides that banks must be formed as corporations under North Carolina law and shall
be operated and controlled by the board of directors. The article establishes the
qualifications and liabilities of directors.

The board must establish at minimum, an audit, executive, and loan committees, and may
establish others. Minutes of meetings must be recorded and maintained.

Establishes the basis upon which the directors may declare a distribution.

Requires officers and employees to give a bond.

Provides when a bank may extend credit and engage in transactions with affiliates,
directors, executive officers, principal shareholders, and their immediate families.

Sets reserve fund requirements, including that banks that are not members of the Federal
Reserve must meet requirements set by the Commissioner.

Provides that banks may establish a compliance review committee to monitor and review
state and federal laws, regulations, policies, and safe and sound banking practices.
Compliance review documents are confidential.

Article 5A - Powers of Banks

o Lists seven express powers, including authority to engage in activities approved by
the Commissioner, traditional bank activities, and activities permissible for banks
under the FDIC Act. Also, confirms that a bank has all powers "necessary and
incident" to carry out the business of banking. The exercise of new powers must get
prior approval from the Commissioner.
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o Restates the investment authority for banks. Permits investments in depository
institutions, other specialized financial institutions, federally chartered institutions;
and a variety of state and federal bonds.

o Recodifies former G.S. 53-45 which authorizes banks, and other fiduciaries to invest
in securities approved by the Secretary of HUD, FHA, and VA.

Article 6A - Bank Operations

o Establishes the numerous aspects of a bank's lending function. Prohibits loans to
finance the purchase of the bank's stock or "to carry" the stock. Provides rules for the
maximum amount of loans that may be made to a single borrower. Prevents the
Commissioner from adopting rules that preclude a state bank from making loans that
would be permitted to a federally chartered institution.

o Authorizes banks to offer all types of deposit accounts and requires the bank to obtain
FDIC insurance on accounts.

o Authorizes banks to deal with a minor like an adult for pulposes of deposit accounts,
including with regard to safe deposit boxes. Also, provides the structure for simple
account opened by an adult for a minor. This does not alter the Uniform Transfer to
Minors Act.

o Authorizes banks to establish deposit accounts or lease a safe deposit box to persons
purporting to be trustees without requiring or seeing further documentation.

o Establishes the incidents of joint accounts and sets specific requirements for joint
accounts with right of survivorship and provides a model disclosure form for such
accounts.

o Establishes the incidents of Payable on Death (POD) accounts and provides a model
disclosure form.

o Establishes the incidents of personal agency accounts and provides a model
disclosure form.

o Defines the bank's duty in a number of cases, including payment of the balance of an
account of a person who is deceased or under a disability; payment pursuant to a

power of attomey; when and how account statements must be sent and are deemed
final; safe deposit boxes, unpaid rentals; and reproduction and retention ofrecords.

o Sets the process for establishment of branches. The Commissioner's approval is
required to open a branch, to change the location of a branch or a principal office, or
to close a branch.

o Sets the process for banks to establish nonbranch bank business offices.

o Provides that the bank management has discretion to determine the days and hours of
the bank's operation. The Commissioner may authorize banks to suspend operation
during an emergency.

o Requires notice to the Commissioner if an out-of-state bank intends to establish or
buy a branch in North Carolina.

Article 7A - Control Transactions: Combinations: Conversions
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. Part 1. - Requires the approval of the Commissioner before a person may engage in a
control transaction. Authorizes a contract for a control transaction to be executed
without approval so long as consummation of the transaction is contingent on the
Commissioner's approval. A control transaction applicant must file an application,
filing fee, (currently set in rules) and any additional information required with the
Commissioner. The applicant must publish public notice of the application. The
Commissioner must act on the application within 60 days, absent extraordinary
circumstances.

o Part 2. - Sets the process for dealing with combination applications. The application
must include copies of agreements under which the combination is proposed and any
information required by the Commissioner. Applicant must publish public notice.
Commissioner must act on the application within 60 days, absent extraordinary
circumstances. Authorizes the establishment of an interim bank to effectuate the
combination. Also, authorizes combination with a subsidiary.

o Part 3. - Sets the process by which a financial institution may convert to a North
Carolina bank charter. Also, authorizes a state bank to convert to another type of
institution.

Article 8A - Bank Supervision

o Restates the Commissioner's authority to supervise banks, including the authority to
order an examination or investigation of any suspected violation of the banking laws.

o Sets the schedule of bank assessment brackets. The operation of Office of
Commissioner of Banks is funded by these assessments. This provision does not
change current law.

o Requires banks to file annual and periodic reports of condition.

o Grants broad authority to the Commissioner to examine a bank, its holding company
and affiliates, including access to all books and records of the bank, its holding
company or affiliate.

o Makes it a Class H felony for an examiner to knowingly or willfully make a false
report after an examination. It is a Class I misdemeanor for an examiner or other
employee of OCOB to fail to keep secret facts or information obtained in an

examination.

o Makes it a Class 1 misdemeanor for a bank to make any loan or give any gratuity to
the Commissioner or any examiner. Also, makes it a Class 1 misdemeanor to transmit
false statements about financial condition of a bank.

o Authorizes the Commissioner to issue a show cause order to place a bank under
supervisory control, when the Commissioner believes the bank has insufficient capital
or is being operated in an unsafe or unsound manner that threatens the financial
integrity of the bank. The Commissioner may also issue an order temporarily
removing an officer, director or employee of the bank if the Commissioner believes
the person has violated the law or engaged in unsafe or unsound practices or for other
reasons.
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o Authorizes the Commissioner to enter cooperative supervisory and information
sharing agreements with out-of-state bank regulatory agencies.

Article 9A - Supervisorv Liquidation: Voluntarv Dissolution and Liquidation

o Part 1. - Authorizes the Commissioner to require a combination or other control
transaction, upon a finding that the bank is unable to operate in a safe and sound
manner. The Commissioner may order that the transaction take place without the vote
of the equity owners of the bank which would otherwise be required. Prohibits a bank
in the process of either voluntary or involuntary dissolution from paying distributions
to its shareholders without the prior written consent of the Commissioner. Establishes
the procedural requirements for the Commissioner to cancel a charter.

o Part 2. - Authorizes a bank, with the Commissioner's approval, to undertake a

voluntary dissolution and liquidation.

o Part 3. - Sets forth the process for the Commissioner to take custody of the books,
records, and assets of a bank, and appointing a receiver for the purpose of
receivership and liquidation of the bank.

o Part 4. - Establishes the provisions relating to any dissolution or receivership,
including storage and destruction of records, termination of trusts and appointment of
successor or substitute trustee.

Article 10A - Bank Holdine Companies

o Part 1. - Requires holding companies to register with the Commissioner and to renew
registration annually. Requires the approval of the Commissioner before a person
may engage in a control transaction. The process is similar to that required in Article
71^.

o Part 2. - Authorizes combinations of one or more holding companies or other
companies with the approval of the Commissioner. The process is similar to that
required in Article 7A.

o Part 3. - Authorizes the Commissioner to issue cease and desist orders to holding
companies upon a finding that it may have violated the laws of this State. Requires
holding companies to notify the Commissioner of changes in key personnel within
two business davs of the chanee.

Sections 4 through 49 of the bill make conforming changes to various sections of the General
Statutes. These sections contained references to sections of the banking law that are repealed by
this act.

EFFECTM DATE: This act becomes effective October l.2OL2.
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Refened to:

A BILL TO BE ENTITLED
AN ACT TO MAKE CHANGES TO THE LAW DEALING WITH THE ANNUAL

ASSESSMENTS OF MORTGAGE BANKERS, MORTGAGE BROKERS, AND
MORTGAGE SERVICERS AS RECOMMENDED BY TIIE JOINT
LEGISLATIVE COMMISSION ON THE MODERNIZATION OF NORTH
CAROLINA BANKING LAWS.

The General Assembly of North Carolina enacts:

SECTION 1. Article 19B of Chapter 53 of the General Statutes is amended

by adding a new section to read:
tt

(a) For the purpose of meeting the cost of regulation under this Article. each

mortgage lender. mortgage broker. and mortgage servicer licensed under this Article
shall pay into the OCOB an assessment as provided in this subsection. The annual
assessment shall consist of a base amount of two thousand dollars ($2.000.00) for
volumes of no more than one million five hundred thousand dollars ($1.5000.000.00)

plus an additional sum. calculated on the loan and servicing dollar volume reported by
the licensee to the OCOB for the previous calendar year. If a licensee has both loan and

servicing volume. those amounts shall be added together and the assessment shall be

(b) The Commissioner may collect the assessment provided for in subsection (a)

of this section annually or in periodic installments as approved by the Commission.
Joint Legislative Study Commission on the Modernization of North Carolina Banking La.ws
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Loan and/or Servicing Dollar Volume

$1,500,001.00 to $2,500,000.00
$2,500,001.00 to $5,000,000.00
$5,000,001.00 to $10,000,000.00

$10,000,001.00 ro $30,000,000.00
$30,000,001.00 to $100,000,000.00

$100,000,001.00 ro $1,300,000,000.00
More Than $ 1,300,000,001.00

$0.07
$0.06
$0.0s
$0.04
$0.03

$0.02
$0.01
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SECTION 2. G.S. 53-244.101 reads as rewritten:
"$ 53-244.1.01. License renewal.

(a) All licenses issued by the Commissioner under the provisions of this Article
shall expire annually on the 31st day of December following issuance or on any other
date that the Commissioner may determine. The license is invalid after that date and

shall remain invalid unless renewed under subsection (b) of this section.
(b) A license may be renewed on or after November 1 of each year by complying

with the requirements of subsection (c) of this seetier section. A mortgage lom
originator shall pay a nonrefundable renewal fee of one hundred twenty-five dollars
($125.00) plus the actual cost of
obtaining credit reports and State and national criminal history record checks and ef
processing fees elitotthe
and Registry as the Commissioner shall
require.

(l) tieensed rrertgage lerders; lieensed *nertgage brekers;-and lieetsed

twenty five dellars ($625,00); lieensed exelusive mertgage brekers

iee

(c) Licensees may apply to renew a mortgage loan originator, mortgage lender,
mortgage broker, and mortgage servicer license. The application for renewal shall
demonstrate that:

(1) The licensee continues to meet the initial minimum standards for
licensure under G.S. 53-244.060:

(2) The mortgage loan originator has satisfied the annual continuing
education requirements described in G.S. 53-244.102; and

(3) The licensee has paid all required fees
assessments.

(d) If a mortgage lender, mortgage broker, or mortgage servicer's license is not
renewed prior to the expiration date, then the licensee shall pay two hundred fifty
dollars ($250.00) as a nonrefundable late

If a mortgage loan originator's license is not renewed
prior to the expiration date, then the licensee shall pay a nonrefundable late fee of one
hundred dollars ($100.00) in addition to the renewal fee set forth in subsection (b) of
this section. In the event a licensee fails to obtain a reinstatement of the license prior to
March 1, the Commissioner shall require the licensee to comply with the requirements
for the initial issuance of a license under the provisions of this Article.

(e) When required by the Commissioner, each person shall furnish to the
Commissioner the person's consent to a criminal history record check and a set of the
person's fingerprints in a form acceptable to the Commissioner or to the Nationwide
Mortgage Licensing System and Registry. Refusal to consent to a criminal history
record check shall constitute grounds for the Commissioner to deny renewal of the
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license of the person as well as the license of any other person by whom the person is
employed, over which the person has control, or as to which the person is the current or
proposed qualifying individual or current or proposed branch manager."

SECTION 3. G.S. 53-244.115 reads as rewritten:
"S 53-244.1.15. Investigation and examination authority.

(a) For purposes of initial licensing, license renewal, suspension, conditioning,
revocation, or termination, or general or specific inquiry, investigation, or examination
todeterminecompliancewiththisArtic1e,theCommissioner@
@acceSS,receive,anduseanybooks,accountS,records,fi1es,
documents, information, or evidence, including:

(1) Criminal, civil, and administrative history information, including
nonconviction data;

(2) Personal history and experience information, including independent
credit reports obtained from a consumer reporting agency described in
section 603(p) of the Fair Credit Reporting Act; and

(3) Any other documents, information, or evidence the Commissioner
deems relevant to the inquiry, investigationo or examination regardless
of the location, possession, control, or custody of the documents,
information, or evidence.

(b) For purposes of investigating violations or complaints arising under this
Article, or for the purposes of examination, the Commissioner may review, investigate,
or examine any licensee, individual, or person subject to this Article as often as

necessary in order to cary out the purposes of this Article. The Commissioner may
interview the officer, principals, person with control, qualified individual, mortgage
loan originators, employees, independent conffactors, agents, and customers of the
licensee, individual, or person concerning their business. The Commissioner may direct,
subpoena, or order the attendance of and examine under oath all persons whose
testimony may be required about the loans or the business or subject matter of any
examination or investigation and may direct, subpoena, or order the person to produce
books, accounts, records, files, and any other documents the Commissioner deems
relevant to the inquiry

The
assessment set forth in G.S. 53-244.1004 are for the purpose of meeting the cost of
regulation under Article 198. Any investigation or examination which in the opinion of
the Commissioner of Banks requires extraordinary review. investigation or special
examination shall be subject to the actual costs of additional expenses and the hourly
rate for the staffs time. to be determined annually by the Banking Commission.

(c) Each licensee, individual, or person subject to this Article shall make
available to the Commissioner upon request the books and records relating to the
operations of the licensee, individual, or person. No licensee, individual, or person
subject to investigation or examination under this section may knowingly withhold,
abstract, remove, mutilate, destroy, or secrete any books, records, computer records, or
other information. Each licensee, individual, or person subject to this Article shall also
make available for interview by the Commissioner the officers, principals, persons with

45 control, qualified individuals, mortgage loan originators, employees, independent
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(e)

contractors, agents, and customers of the licensee, individual, or person concerning their
business.

(d) Each licensee, individual, or person subject to this Article shall make or
compile such reports or prepare other information as may be directed or requested by
the Commissioner in order to carry out the purposes of this section, including:

(1) Accountingcompilations;
(2) Information lists and data concerning loan transactions in a format

prescribed by the Commissioner;
(3) Periodic reports, including:

Arurual Report Questionnaire,
Servicer Activity Report,
Servicer Schedule of the Ranges of Costs and Fees,
Lender/Servicer Audited Statements of Financial Condition,
Broker Certified Statements of Financial Condition. and

Quarterly Loan Origination Reports.
(4) Any other information deemed necessily to carry out the purposes of

this section.
In making any examination or investigation authorized by this Article, the

Commissioner may control access to any documents and records of the licensee or
person under examination or investigation. The Commissioner may take possession of
the documents and records or place a person in exclusive charge of the documents and
records in the place where they are usually kept. During the period of conffol, no
individual or person shall remove or attempt to remove any of the documents and
records except pursuant to a court order or with the consent of the Commissioner.
Unless the Commissioner has reasonable grounds to believe the documents or records of
the licensee have been or are at risk of being altered or desffoyed for purposes of
concealing a violation of this Article, the licensee or owner of the documents and
records shall have access to the documents or records as necessary to conduct its
ordinary business.

(0 In order to cary out the purposes of this section, the Commissioner may:
(1) Retain attorneys, accountants, or other professionals and specialists as

examiners, auditors, or investigators to conduct or assist in the conduct
of examinations or investigations ;

(2) Enter into agreements or relationships with other govemment officials
or regulatory associations in order to improve efficiencies and reduce
regulatory burden by sharing resources, standardized or uniform
methods or procedures, documents, records, information, or evidence
obtained under this section;

(3) Use, hire, contract, or employ public or privately available analytical
systems, methods, or software to examine or investigate the licensee,
individual, or person subject to this Article;

(4) Accept and rely on examination or investigation reports made by other
goveflrment officials, within or without this State; or
Accept audit reports made by an independent certified public
accountant for the licensee, individual, or person in the course of that

foint Legislative Study Commission on the Modernizption of North Carolina Banking Laws
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1 part of the examination covering the same general subject matter as the
2 audit and may incorporate the audit report in the report of the
3 examination, report of investigation, or other writing of the
4 Commissioner.
5 (S) In addition to the authority granted by G.S. 53-244.113 and G.S. 53-244.115,
6 the Commissioner is authorized to take action, including sunmary suspension of the
7 license, if the licensee fails, within 20 days or a lesser time if specifically requested for
8 good cause, to:
9 (1) Respond to inquiries from the Commissioner or the Commissioner's

10 designee regarding any complaints filed against the licensee that allege
11 or appear to involve violation of this Article or any law or rule
12 affecting the mortgage lending business;
13 (2) Respond to and cooperate fully with notices from the Commissioner or
14 the Commissioner's designee relating to the scheduling and conducting
15 of an examination or investigation under this Article; or
L6 (3) Consent to a criminal history record check. The refusal shall constitute
L7 grounds for the Commissioner to deny licensure to the applicant as

18 well as to any entity:
19 a. By whom or by which the applicant is employed,
20 b. Over which the applicant has conffol, or
2l c. As to which the applicant is the curent or proposed qualifying
22 individual or a current or proposed branch manager.
23 (h) The authority of this section shall remain in effect, whether a licensee,
24 individual, or person subject to this Article acts or claims to act under any licensing law
25 of the State, or claims to act without such authority."
76 SECTION 4. G.S. 53-244.119(e) is repealed.
27 SECTION 5. This act becomes effective October I.2012.
28
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Bill Draft 201 l-ROfz-llz
Modify Mortgage Regulation Funding.

20 1 1-2012 General Assernbly

Committee:
Introduced by:
Analysisof: 201l-ROfz-l1

Date: April23,20l2
Prepared by: Karen Cochrane-Brown

Committee Counsel

SUMMARY: This draft bill would amend the law relnting regulation of the mortgage licensing
industry to change the way regulation is funded frorn a fee based to an assessment based
systern.

CURRENT LAW: Under the current law, mortgage lenders, mortgage brokers, mortgage
servicers, and loan originators are required to be licensed by the Commissioner of Banks before
engaging in the business of mortgage lending, mortgage brokering, or servicing unless exempt.

Mortgage brokers, mortgage lenders, and mortgage servicers, must pay a license application fee
of $1,250.00 and for mortgage loan originators the fee is $125.00. Each additional branch office
must pay a $300.00 filing fee. In addition, applicants must pay any processing fees required by
the Nationwide Mortgage Licensing System and Registry.

Licenses must be renewed annually. The renewal fee for licensed mortgage brokers, mortgage
lenders, and mortgage servicers is $625.00, together with a $300.00 fee for each branch office.
The renewal fee for mortgage loan originators is $125.00. The late fee for mortgage brokers,
mortgage lenders, and mortgage servicers is $250.00 and for mortgage loan originators is

$100.00.

BILL AhIALYSIS: The draft bill would create a new funding mechanism for mortgage
regulation by replacing the licensing fees for mortgage companies with an assessment. The
assessment would include a minimum level of $2,000 plus an additional amount based on loan
and servicing volume. The draft includes a table setting out the amount per thousand dollars to
be applied to various brackets of loan and servicing volume.

The draft also repeals the renewal fees currently paid by lenders, brokers, and servicers.

EFFECTM DATE: This act would become effective October L.20I2.
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