
SUPERVISORY AGREEMENT 

T h i s  S u p e r v i s o r i -  Acireement  ( A'treement ' i  i s  made a n d  i s  
u f l e c t i  
b e  t w e e n  
( ' a r o l i n  
service c o r p o r a t i o n s  a n d  s u b s i d i a r i e s  ( " E S B - N C "  o r  
', i n s t i t u t i c n "  ) a n d  t h e  O f f i c e  o f  T h r i f t  S ~ ~ p e r v i s i o n  ( " O T S " ) ,  
3 - t i n g  t h r n u g h  i t s  S c n t h e a s t  R e g i o n a l  C ' i x e c t o r  o r  h i s  
' .lc!signee ( " R e g i o n a l  U i r e c t n r "  ! . 

T h i s  A g r e e m e n t  s u p e r s e d e s  a n d  x - p i a r e s  t h e  S u p e r v i s o r y  
Ac4I:eernent e f  Marc11 2 6 ,  ].!??I b e t w ~ e n  ESB-NC a n d  t h e  OTS. 

WHEREAS, t h e  oTS i s  r'f t h e  n p i n i c n  t h a t  t h e  g r o u n d s  
e x i s t .  t o  i n i t i a t e  a . - l m i t i i s t ~ r a t i - ~ - e  v r c c e + d i n y s  a g a i n s t  t h e  
I n s t i t u t i o n  p u r s u a n t  tn . ~ o ~ c t i c ~ n  8 i t q  uf  t h e  F e d e r a l  D e p o s i t  
i r i s r r r a n c e  A c t  ( ' . F I ( ' IA" ! ,  !.? U . S . C .  5 l .RL8ib)  ( 1 9 8 8  a n d  S u p p .  I 
l % i l Y ) ;  a n d  

WHEREAS, t h e  i n s t i  t u t  i o n ,  w i t h o ~ i t  a d m i t t i n g  o r  d e n y i n g  
t h a t  s u c h  .clr-,-'tinds 0;:; s t .  at id i n  ~ . I I Y  i n t e r e s t  o f  r e g u l a t ~ r y  
, :ur~rp l iance  a n d  c o o p e ~ a l :  i c \ l r , ,  i s  w i l l i n ?  t n  e n t - o r  i n t o  t h i s  
R,qreoment t c  a v o i d  t h e  i n i t i a t j . c n  n l  s u c h  a d m i n i s t r a t i v e  
p u o c r e c i i n u s  o n  t h e  m a t t e r s  c o v e r e d  hv t h i s  A g r e e m e n t ;  a n d  

WHEREAS, t h e  O'fS i 7 w i l l i n q  t r '  F' :~ret)ear f r o m  t h e  
i i r i t i a t i v n  ~f s u c h  a i l m i n i s t r a t i v -  ~ ~ ~ ~ ~ c n e c i i n g s  a g a i n s t  t h e  
i n s t i t u t i o n  t o  r n q l ~ i u e  th- actierls c i :ec i f  i c a l l y  c o v e r e d  by 
tlris Aqree rnen t  f n r  si? l,>r?.i as t h o  I ~ ~ ' ; t i t ~ ~ t i o n  i s  i n  
c w ~ t ~ ~ l i a n c e  w i t h  the i-rt..;ii;.ions u F t-I-*- A q r e e m e n t  ; a n d  

WHEREAS, it i s  l i n d e r s t ~ o d  bj- +ha ixrties t h a t  e x e c u t i o n  
o f  t h i s  A g r e e m e n t  d o % s  n o t  p r e c l l ~ d e  t.he (ITS f r o m  t a k i n g  
f t t r t . h e r  s u p e r v i s o r - f  o r  o n f c ~ r c e r n e r r t  111-asures o n  m a t t e r s  n o t  
s i p e c i f  i c a l  l y  c o v e r 4  by t l i  i s  Agrue1110~1t t h a t  t h e  UTS c o n s i d e r s  
? p p r * ' p r i a t o   under the ~ . i r , . u r n s t a n ~ e . s  

NOW, THEREFORE, i n  c c n s i d e r a t  i c ~ r  , - 2 f  t h e  a b o v e - s t a t e d  
f < ~ i - b e a r a n c e ,  i t  i s  a g r e e - 1  Ibetweet~ t.11- i ~ w u t i e s  h e r e t o  as  
L , 9  1 l o w s  : 

1. The Rvarci c.f l I i r5 - t " . s  o f  E::E-fJl " t h e  S c a r & ' )  s h a l l  
r"f i t j~!ruu 1-0 I I IYL. I~ .  A +  i v a s t  n v ~ ~ i t i i  I r. r . ~ *  pro:-ide e f  f e c c i v e  
.li!id in i l epenc ien r  . -7- iL(rC13ht  I)- -SI  . i l  1 i p e r a t i o n s  a n d  

' .. ' L ~ l i t i ~ ~  C /  t,I!e f ! i ' - t i t ~ t i ' - t ~  
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? -. ( a )  W i t h i n  3 0  days  nf  t h e  e f f e c t i v e  d a t e  o f  t h i s  
Agreement ,  t h e  Board s h a l l  r e s o l v e  i n  w r i t i n g  t h a t ,  
as s o o n  a s  p r a c t i c a b l e ,  a  m a i o r i t y  o f  i t s  m e m l e r s  
s h a l l  h e  i n d i v i d u a l s  who r e s i d e  i n  t h e  marke t  a r e a  
s e r 7 ~ e d  hy t h e  I n s t i t u t i n n  and whe a r e  n o t  o f f i c e r s  
,>r employees  ci t h e  1 n s t i t u t i . c n  o r  d i r e c t o r s ,  
? f f i c e r s  o r  employees of  Essex  F i n a n c i a l  Group, 
lr-ic., r i i r u i n i a  Reach, :Tirui.rtia, OTS No. H-0883,  
F s s e x  F i n a n c i a l  P a r t n e r s ,  L imi t ed  P a r t n e r s h i p ,  
" i r g i n i a  E e a r h ,  V i r g i n i a ,  ('TS No. H-1473 ,  o r  Essex  
Bancorp,  I n c . ,  ' J i r g i n i a  Beach,  V i r g i n i a ,  OTS No. 
H-1339 ( " t h e  Hold ing  C ~ m p a n y  G r o u p " ) .  I t  i s  
u n d e r s t c o d  t h a t  t h i s  r e s o l r i t i c n  s h a l l  n o t  
d i s q u a l i f y  c u r r e n t  d i r e c t o r s .  Essex  s h a l l  e x e r t  i t s  
b e s t  e f f o r t s  tc s e c u r e  s u c h  c u t s i d e  d i r e c t o r s  and 
s h a l l  document t-hese e f f o r t s  . 

( b )  The Roar? ? h a l l  document . i t 1  t h e  m i n u t e s  o f  i t s  
m c n t h l y  meo t ings  i t s  eCE@rt:s t o  f u l l y  comply w i t h  
t h e  p r o v i s i o n s  n f  t h e  r e s o l u t i o n  r e q u i r e d  by t h i s  
P a r a g r a p h  2 .  

i . (a I The I n s t  i t .u t i?n  s h a l l  main1 a  i n s a f e  and  sound 
mana7ement i n  a c c o r d a n c e  Q - i i t h  t h e  p r o v i s i o n s  o f  1 2  
8 I . F . R .  5 1 6 3 . l h L .  

t i : ) !  The I n s t  i t u t i o t i  s h a l l  ) - e t a  i n  a t  a l l  times a  
, j u a l i f  ie.1, € 1 1 1 1  t i m e  Manaq.i.n6z nf f i c e r  t o  l i v e  i n  
t h e  markot  a r e a  s e r v e d  by t h e  I n s t i t u t i o n  and t o  
o v e r s e e  t h e  d a i  l y  o p e r a t i c n s  cf t h e  I n s t i t u t i o n .  
' . l i thil l  211 da-v-s .:f t h e  sf€-,:?;;-e d a t e  o f  t h i s  
Ag~reemerlt-, ti19 R<?ard slla l i  f 1.trnish t h e  R e g i o n a l  
I l i . r e r to r  a w r i t t e n  desl-rril:? i , + n  c f  t h e  d u t i e s  and 
r e s p o n s i b i l i t i e s  of  saici  Fanag ing  O f f i c e r .  

i c  I F u r s u a n t  t o  (ITS R e g u l a t o r y  Q i ~ i l e t i n  No. 2 7 ,  d a t e d  
November fi, 1 !3U ! . t h e  i n s t  i . t u t i o n  s h a l l  submi t  
."ml.'lc;ment r l - n t r a c t s  fc-~r = o n  i.cr e x e c u t i v e  o f f i c e r s  
all4 d i r e c t c r s  t . 9  t h e  F ~ g i c n a l .  U i r e c t o r  f o r  p r i c r  
y e - . - ~ t i w .  
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( b )  By F e b r u a r y  !f?, 1992, For ( ~ a l e n d a r  y e a r  1992,  and 
by e a c h  Dorember 31 t h e r e a f t e r ,  t h e  I n s t i t u t i o n  
s h a l l  f u r n i s h  t h e  R e g i c n a l  D i r e c t o r  w r i t t e n  n o t i c e  
o f  a n y  p l a n s  t n  pay any  e t ~ t i t y  i n  t h e  Ho ld ing  
Company Griaup management f o e s  a n d i o r  o t h e r  
a d m i n i s t r a t i v e  fees d u r i n g  t h e  n e x t  c a l e n d a r  y n a r  . 
S a i d  n o t i c o  s h a l l  i n c l l ~ d o  t h o  i n f o r m a t i o n  r e q u i r e d  
by 1 2  C . F . R .  5 5 6 3 . 4 l j s ) ( l i  and a  s t a t e m e n t  cf 
wilether  'he fees complv with t h e  p r o j e c t i o n s  
c ? n c e r n i n g  s ~ ~ c l i  t e e s  i n  t h ~  Rus inoss  P l a n  r e q u i r e d  
by P a r a g r a p h  6 '?f t h i s  Agreement .  

( c )  Withou t  t h e  p r i o r  w r i t t e n  a p p r o v a l  o f  t h e  Regional  
D i r e z t o r ,  t h e  I n s t i t u t i o n  s h a l l  n o t  p a y  any  e n t i t y  
i n  t h e  Ht:>lding c'rvnpany Grotip management f e e s  a n d / o r  
ether a d m i n i s t r a t i v e  f o o s  ( ~ t h e r  t h a n  t h o s e  
d i s c l o s e d  i n  t h e  n o t i c o  r e , - p i r e d  by t h i s  P a r a g r a p h  
5 .  

6 .  ( a )  Eiv Februar-; 3, 1.992, 1-11s r n s t i t u t i o n  s h a l l  
p r o p a r e ,  a d n p + ,  and s u t ~ n l i t  t n  t h e  R e g i o n a l  D i r e c t o r  
f ~ r  h i s  appro-a!. a B u s i n e s s  F l a n  ( " P l a n " )  f o r  
c a i e n d a r  yea]: 1 L132. 

'rho Plan s h a l l  q o t  f o r t h  +he I n s t i t u t i o n ' s  o v e r a l l  
q c a l s  awi c \ ~ k i e c t i v e s  a r t d  s h a l l  a c c u r a t e l y  d e s c r i b e  
i t s  c u r r e n t .  4 . u e r a t i c n s  a s  well a s  o p e r a t i o n s  
~ 1 : o j e c t e . i  fi.1- tl1.i t e r m  ? f  1 lio F l a n .  I n  a d d i t i o n ,  
t h e  P l a n  s h a l l :  

i .  discu.?-s t i i ~  t y p e s  anc! lo..-els i>f l e n d i n g  
acti::itiss c o n t e r n i d a t 4  and i n d i c a t e  how and 
w h e n  t h u  T ~ ~ s t i t u t  i.c>ti ;xi. 11 r e d u c e  tile 

c ~ : n c n n t r a t . i . ~ n  i n  i.t? l.,'8n p ~ r t f o l i o  o f  second 
mor tgage  i w n s  on p r e r e r t i e s  c u t s i d e  o f  i t s  
marke t  a r e a ,  
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v. discuss the measures to be ~mplemented to 
inipr-v the Institution's net operating 
niarglr,, and 

vi. demnnstrate compliance with the provisions of 
this Agreement, al~d with applicable statutcry 
arid regulatory requirements and restrictierts. 

The Plan atso shall include d~uarterly pro forma 
financial statements and a statement of the 
significant assumptions on which the pro forma 
financial statements are based. 

No later than !il calendar days prior to the 
expiratinn cf the Plan then in effect, the 
Institution shai!. submit t.(? the Regional Directox 
for his apprnval. a Plan in the form described in 
this Paragraph 6 for calervjar year 1993 and, 
following that, calendar year 1994. 

Tile Institiit ir,n shall ~ o t  des-iate substantially 
from the Flan abyroved and in effect, including tlie 
pro form? finaiic ial pr,'ject- i.crrs contained therein, 
withc~ut the pricr written apprnval of the Regional 
Director fnr s u - h  deviatians. The Regional 
Pirector .si-la!. 1 determir~e whet-her the Institution 
has deviate6 substantially frnm the Plan. 

Within 4 5  'lays "f the on4 ,.f each calendar quarter, 
the Instituticn shall submit t!? the Regional 
L~irector a -4-ariance revert ccmparing actual and 
Gl~dgeted csperat irins, arid ~xl:%lai~iing any significant 
vriaticw . 

- . Within 6 0  days of the effecti-s *date of this Agreement, 
t-he Paa!:d shall, to the extent ~r,-,t already accomplished, 

. 1-evi.se ESB-NC's Asset VaJuat.j.c~ri Ailowance Policies, 
{~'anf lict of Interest Policies, i.nLernal Audit Policies, 
!r-ivestment fc~li~:ies, and interest Rate Risk Policies so 
as to address the r.-ncerns t1cte.i in the Institution's 

2 5 ,  I??! "T': Peport oi Exilmination ("1991 Exa~n"), 
atid shall dire(-t inari3gernent t ?  i~inp!c?ment the revised 
p?licies. 

i,_ ( 8 .  ~iithin 60 :lay-? :?f t.he eftect~i;:e .l,?te ilif this Agreement., 
t~ho pr:>srd s h a  I I , 1 * t lse ext-~~t li,it. 3 !ready accomplished, 
revis0 ESB-I?(:' s i,. ,a11 irnderwr- it:?^^.^ F'_'iicies SO as to 
a-ldress the c::sncerrris n o t 4  i.1. t b 6 ?  1 9 9 1  Exam. Such 
Fr3licies shall- app1.y t.o the wiii-u;-rit inq, appraisal, 
appro-al, and dishriu~ement , . f  a1 ! i?an types either 
c~riginated ni- purchased by the !i?~titution, shall 
incorpcrat.e the l , : .an 4ocumeritat ; ? r !  requirements of 12 
C . F . R .  g 5 6 3 . 1 : ? ! 5 1 ,  and shiili tariiitate and document 
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s a f e  and p r u d e n t  Lending d e c i s i - n s  

W i t h i n  6 0  d a y  of t h e  s f f e c t i v e  d a t e  o f  t h i s  
Agreement ,  the Board s h a l l  ,<eve lop ,  a d o p t ,  and 
d i r e c t  management t o  implerner~t a n  i n d e p e n d e n t  
i n t e r n a l  a u d i t  program a p p r n p r i . a t e  t o  t h e  needs  cf 
t h e  I n s t i t u t j , > n ,  c o ~ s i s t e n t  u i t h  t h e  g u i d a n c e  i n  
S e c t i o n  120  o f  t he  T h r i f t  A c t i v i t i e s  Handbook and  
t h e  conintents err I n t e r n a l  Atxdit i r k  t h e  1 9 9 1  Exam, 
and whir l ,  p r n v i d e s  t h a t  t h o  i n t e r n a l  a u d i t o r  s h a l l  
r e p o r t  d i r e c t l y  t o  t h e  a u d i t  c ? i n m i t t e e  o f  t h e  
Board .  

The Board s h a l l  e n s u r e  t h a t  t h e  i n t e r n a l  a u d i t o r  
o b t a i n s  a + q ~ i ? t e  t r a i n i n g  and 1 - e s o ~ l r c e s  t o  pe r fo rm 
h i s  o r  h e r  , d u t i e s  i n  a  s a t i s f a c t o r y  manner .  

ASSET QUALITY 

L O .  

L i .  

1 2  

I :. 

Retween t h e  e f f o c t : i ~ ' s  d a t e  o f  $ . h i s  Agreement and 
December 31 ,  I B ? I ,  E!SB-NC may p~r l rchase  d i r e c t l y  o r  
i n d i r ~ c t - l y  l o a n s  a n d . ' u r  l o a n  p a r t i c i p a t i o n s  from 
Mcr taaqe  C e n t ~ r s ,  I I K .  , 'V-ir<.~in iii Beach, V i r g i n i a  ( "MCI " ) 
p r o v i d e ~ d  t h a t  t h e  i n s t i t r r t i *  , i i  ;-barges t o  e x p e n s e ,  i n  t h e  
p e r i n d  a c t u a l i y  p i c i ,  any p~romi~lr~i~ p a i d  d i r e c t l y  o r  
i n d i r e c t l y  tcs W'I i n  connec t i f> i r  w i t h  t h e  p u r c h a s e  t h a t  
e x c e e d s  t h e  preminm e x p e n s e  ir~c:ltrred hy MCI i n  o b t a i n i n g  
t h e  l o a n s  a n d ,  c.>r i.mr t i c i p a t  ion? 

B e t w e e n  t h e  e f f o r t  i::s d a t e  i ' f  + h i :  Aqreement and 
December 3 1 ,  ? ? P I ,  t h e  I n s t  i t u t .  i :?n s h a l l  o b t a i n  t h e  
p r i o r  w r i t t e l l  a p p r c v a l  of  tile Reg iona l  D i r e c t o r  f o r  any  
a c t i v i t y  '-.r t r a t i s a c t  ion  t x ? t w e ~ i >  i . ?se l f  and  M C I ,  o t h e r  
t h a n  tlie d i r o c t  i.r i r v i i r e c t  p u ~ , ~ i i a s o  from MCI o f  l o a n s  
a n d i c r  i o a n  p a r . t i c i p a t i o n s .  

By December ? I . .  I ? ,  t h e  Inst.it:ii+.ii.xt s h a l l  c e a s e  t h e  
d i r e c t  nr i n d i l e c t  ~ ' r r c h a s e  ? f  leans a n d r o r  l o a n  
p a r t i r  i p a t i o n s  t r - m ,  ?nd an;- an.4 ,311 n t h e r  t r a n s a c t i o n s  
w i t h ,  MCI. 
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1 4 .  ( a )  

1 5 .  ( a )  

The I n s t i t u t i o n  sha1.1 e s t a b l i s h  p r u d e n t  g e n e r a l  and 
s p e c i f i c  v a l r ~ a t i o n  a l1 , 'wances  i n  a c c o r d a n c e  w i t h  
t h e  p r o v i s i o n s  of  12 C . F . R .  S 563.160.  

The I n s t  i t t t t i c n  s h a l l  immedia t e ly  e s t a b l i s h  and  
s h a l l  m a i n t a i n  g e n e r a l  v a l u a t i o n  a l l o w a n c e s  
t o t a l i n g  a t  L e a s t  $ 2 , 4 0 0 , 0 0 0 .  I n  a d d i t i o n ,  w i t h  
r e s p e c t  t o  a s s e t s  a d v e r s e l y  c l a s s i f i e d  i n  t h e  1991 
Exam, ESB-NC s h a l l  i m m e d i a t e l y  e s t a b l i s h  and  s h a l i  
m a i n t a i n  s p e c i f i c  v a l u a t i c n  a l l o w a n c e s  o f  a t  l e a s t  
$ 3 , 5 8 3 , 1 0 8 ,  o r  s h a l l  ininlecliately r e d u c e  t h e  book 
v a l u e  of  t h o s e  a s s e t s  by a t  l e a s t  $3 ,583 ,108 .  

W i t h i n  60 d a y s  o f  t h e  a f f e c t i v e  d a t e  o f  t h i s  
Agreement ,  t h e  Board s h a l l ,  t o  t h e  e x t e n t  n o t  
a l r e a d y  a c c o m p l i s h e d ,  d e v e l o p ,  a d o p t ,  and  d i r e c t  
nlanagement t c )  in i t~ lement  a w r i t t e n  p l a n  f o r  t h e  
r s s o l u t i o r i  o f  e a c h  c l a e s i f i . e d  a s s e t  i f  t h e  
I n s t i t u t i c n ' s  tcqtal  e x p o s u r e  t o  t h e  bo r rower  
e:iceeds S 5 0 0 , 0 0 0 .  W i t h i n  .:U d a y s  o f  c l a s s i f y i n g  a n  
a s s e t  pursuant .  t o  1 2  C . F . R .  5 5 6 3 , 1 6 O ( c )  and  t h e  
I n s t i t r 1 t i c . n ' ~  Asset C l a s s i f i c a t i o n  P o l i c i e s ,  and i f  
t h e  I n s t  i + n t  i.-n, s t.ota I.  e x p c s u r e  t o  t h e  bo r rower  
axre?.is :-YJO,!,Orl, t h e  R s a ~ d  s h a l l  d e v e l o p ,  a d o p t ,  
and d i r e c t  management t o  imp]-ement a  w r i t t e n  p l a n  
f c r  t h e  ~ e s e I u t i , ~ n  of  S a i d  a s s e t .  The p l a n s  s h a l l  
set  reascnab1.e t a r g e t s  an (+  time f rames  f o r  
r e s o l u t i ~ n ,  a s s i g n  s p e f i f i c .  r s s p ~ n s i b i l i t i e s ,  and 
r e q u i r e  monthly r e p o r t  t~ t h o  Board o n  compl i ance  
w i t h  t h e  t a r g e t s  and time f r a m e s .  

The Boar.1 s h a l l  r e v l e w  n 1 1  4 ritnnthly b a s i s  e a c h  
w r r t t e n  p l a n  t o r  t h e  r - s c L * ~ t r n n  o f  c l a s s i f i e d  
a s s e t s  ts determine: 

1 .  t h e  r t a t i ~ s  o f  t h e  ass-*  and i t s  u n d e r l y i n g  
c o l  L a t e r a  1 , 

i i .  compl i ance  w i t h  t h e  w r i t t e n  p l a n  and  w i t h  a l l  
Loan a9~:eernents , . l i v J  

i i i .  act.i:?r~ takr t i  by t h e  i ~ ~ i ; + i ? . u t i ~ n  t o  e l i m i n a t e  
t h e  b a s i c  fcr c l a s s i f  i .c .a t isn.  
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1 6 .  The I n s t i t u t i o n  s h a l l  a c c o u n t  f n r  o a c h  p a r c e l  o f  r e a l  
e s t a t e  owned and  i n - s u b s t a n c e  f n r s c l o s u r e  i n  a c c o r d a n c e  
w i t h  G e n e r a l l y  Accep ted  Accoun~. ing  P r i n c i p l e s  i n  
S t a t e m e n t s  of  F L n a n c i a l  Accoun t ing  S t a n d a r d s  Numbers 5  
and 15 ,  and i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n  of  1 2  
C . F . R .  S S  5 6 3 . 1 7 2  and 5 7 1 . 1 8 .  

R I S K  MANAGEMENT 

I - ' .  W i t h i n  50 d a y s  e f  t h e  e f f e c t i v e  d a t e  of  t h i s  Agreement,  
t h e  Board s h a l l  d e v e l o p ,  adopt.,  and d i r e c t  management t o  
implement  a  w r i t t e n  p l a n  t o  r e d u c e  t h e  I n s t i t u t i o n ' s  
Yxposure to  i n t e r e s t  rate r i s k .  The p l a n  s h a l l  comply 
w i t h  t h e  p r o v i s i o n  o f  1 2  C.F.R.  S 503.176 and  t h e  
g u i d a n c e  c o n t a i n s d  i n  1 2  C.P .R.  S 5 7 1 . 3  and  OTS T h r i f t  
B u l l e t i n  Nos. 1 3 ,  3 -  and 3 .  The p l a n  a l s o  s h a l l  
i n c l u d e  s p e c i t  i c  t a r g e t s  and time frames  f o r  t h e  
r e d u c t i o n  o f  i n t e r e s t  r a t e  r i s k .  A t  l e a s t  q u a r t e r l v ,  
t h e  Board s h a l !  r - v i ~ w  t h e  i n s t i t u t i o n ' s  p r o g r e s s  i n  
m e e t i n g  t h e  t a r g e t s  + f  t h e  p l a n .  

A l l  t e c h n i c a l  words cr  t e r m s  used. i n  t h i s  Agreement ,  f o r  
w l ~ i c h  meanings a r e  1 7 0 t  s p e c i f i e d  c 'r  c > t h e r w i s e  p r o v i d e d  by t h e  
p r " v i s i o n s  c ' f  t .his A.gr+m-nt, s h . 3  I. I ,  ? n s o f a r  a s  a p p l i c a b l e ,  
have meanings a s  dof i r red  i n  C h a r t e r  -.' ? f  T i - t l e  1 2  of  t h e  Code 
:f F e d e r a l  Reau la t . i ons ,  and any  s i ~ c h  t . + c h n i c a l  words o r  ternis 
tused i n  t h i s  Agreement and undef i.n& i r i  s a i d  Code o f  F e d e r a l  
R e y u l a t i o n s  s h a l l  have meanings t h a t  a c c o r d  w i t h  t h e  b e s t  
i .us tnn~ and u s a g e  i n  t h ?  s a v i n g s  and !!?an i n d u s t r y .  F o r  
piurpusss of  t h i s  Aqrssmnnt ,  r e f e ~ r e n r s s  t c  r e g u l a t i o n s ,  
b u l l e t i n s ,  memoranda, and p u b l i c a t i c i ! ~  s h a l l  i n c l u d e  any  
sr1r:cessor L -egu la t . i ons ,  b u l l e t i n s ,  ni.?rticnanda, and  
p u b l i c a t i o n s .  

T h i s  Agr-eement has  h e n  d u l y  a t r t h n r i z e d ,  e x e c u t e d  and  
gle! i s s r e d ,  and c o n s t i t u t e s ,  i n  aq:ccr,Iarice w i t h  i t s  t e r m s ,  a  
.:slid and t ~ i n l i n y  s,k,ligati~r:,n of  t h e  1 n s t i t u t i o n .  I t  i s  
~iridorst.ood and a g r n s d  tha t .  t h i s  4grnurnent i s  a  " w r i t t e n  
?oreement  o n t e r e d  i n t c  w i t h  t h e  agepi.-:" 3s t h a t  p h r a s e  i s  
iised i n  S e c t i o n  8 ( b ) ( L )  ct t h e  F l b I A ,  12 U.S.C. § 1818(b)(l). 

The terms and ~fl-?x-i.sjc,ns o f  tlhi,: Ygneement s h a l l  b e  
i.1 riding* upon,  and irrlir- r cs t h e  *-net i t. (14,  t h e  p a r t i e s  h e r e t o  
,and  t h e i r  s u c c e s s - r s  i n  i r~ teres t  
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IN WITNESS WHEREOF, t h r  ' ITS, a c t - n q  th rnugh  t h e  Reg iona l  
D i r e c t o r ,  and  t h e  I n s t i t u t i o n ,  by i t s  d u l y  e l e c t e d  d i r e c t o r s ,  
have e x e c u t e d  t h i s  Agreement.  

Essex S a v i n g s  Bank, I n c .  
Elizabeth City, North C a r o l i n a  
OTS NO. 8201  

OFFICE OF THRIFT SUPERVISION 

/ /? 



MINUTES OF ACTION 
WITHOUT FORMAL MEETING 

OF 
BOARD OF DIRECTORS 

OF 
ESSEX SAVINGS BANK, INC. 

These Minutes of Board of Directors Action Without Formal 

Meeting are entered into the Minute Book of Essex Savings Bank, 

Inc. pursuant to Chapter 54B and Chapter 55 of the North Carolina 

General Statutes as amended, all Directors of said Corporation 

having consented to the action herein recorded by subscribing 

their names to these minutes. 

These minutes and the action recorded herein reflect 

Director activity as of the 10th day of ~ a n u a r y  , 1992 
1991. 

WHEREAS, the officers and directors of ESB-NC have been 
advised that the Office of Thrift Supervision tmOTS") is of 
the opinion that the grounds exist to initiate administrative 
proceedings against the Institution pursuant to Section 8 (b) 
of the Federal Deposit Insurance Act, 12 U.S.C. S 1818 (b) 
(1988 & Supp. I 1989); and 

WHEREAS, said officers and directors have been informed 
that the OTS will forbear from the initiation of such admin- 
istrative proceedings in connection with the matters referred 
to in the attached Supervisory Agreement ("Agreement") if the 
Agreement is executed by the Institution and if its terms are 
thereafter cpmplied with by the Institution; and 

WHEREAS, the directors of the Institution have read and 
considered the attached Agreement and after due consideration, 
without admitting or denying that such grounds exist, and in 
the interest of regulatory compliance and cooperation, have 
determined to enter into the Agreement: 
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NOW, THEREFORE, BE IT RESOLVED, t h a t  t h e  Agreement,  a  copy 
o f  which is a t t a c h e d  h e r e t o  and t h e  p r o v i s i o n s  o f  which a r e  
i n c o r p o r a t e d  h e r e i n  by r e f e r e n c e ,  be  and  i s  h e r e b y  approved by 
t h e  Board o f  D i r e c t o r s  o f  t h e  I n s t i t u t i o n .  The o f f i c e r s  and 
employees  o f  t h e  I n s t i t u t i o n  a r e  d i r e c t e d  and a u t h o r i z e d  t o  t a k e  
a l l  n e c e s s a r y  s t e p s  t o  implement immedia te ly  t h e  terms of  t h e  
Agreement. 

CON ENTED TO AND APPROVED: A. r ,  

' ~ o b e r t  D .  ~ l d r i d ~ k ,  D i r e c t o  
? .  1 7 

/y KOSCOe D .  ~ a c y ,  J r . ,  D r e c t o r  
/I / 

/ s/ 
?%w'reflce N .  Smi th ,  D i r e c t o r  


