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AGREEMENT BY AND BETWEEN
INDUSTRIAL BANK, N.A.
OXON HILL, MD
AND
THE OFFICE OF THE COMPTROLLER OF THE CURRENCY

Industrial Bank, N.A., Oxon Hill, MD (“Bank’) and the Comptroller of the Currency of
the United States of America (“Comptroller”) wish to protect the interests of the depositors,
other customers, and shareholders of the Bank, and, toward that end, wish the Bank to operate
safely and soundly and in accordance with all applicable laws, rules and regulations.

The Comptroller, through his National Bank Examiner, has examined the Bank, and his
findings are contained in the Report of Examination, dated October 7, 2002 (“ROE”).

In consideration of the above premises, it is agreed, between the Bank, by and through its
duly elected and acting Board of Directors (“Board”), and the Comptroller, through his
authorized representative, that the Bank shall operate at all times in compliance with the articles

of this Agreement.



ARTICLE I
JURISDICTION

(1) This Agreement shall be construed to be a "written agreement entered into with
the agency" within the meaning of 12 U.S.C. § 1818(b)(1).

(2) This Agreement shall be construed to be a "written agreement between such
depository institution and such agency" within the meaning of 12 U.S.C. § 1818(e)(1) and
12 U.S.C. § 1818(i)(2).

3) This Agreement shall be construed to be a “formal written agreement” within the
meaning of 12 C.F.R. § 5.51(c)(6)(ii). See 12 U.S.C. § 1831i.

4) This Agreement shall be construed to be a “final order” within the meaning of
12 U.S.C. § 1818(u)(1)(A).

(5) All reports or plans which the Bank or Board has agreed to submit to the

Assistant Deputy Comptroller pursuant to this Agreement shall be forwarded to:

John W. Quill

Assistant Deputy Comptroller
Maryland/National Capital Field Office
Mail Stop 3-5

250 E Street SW

Washington DC, 20219-0001



ARTICLE II

COMPLIANCE COMMITTEE

(1) Within fifteen (15) days from the effective date of this Agreement, the Board shall
appoint a Compliance Committee (“Committee”) of at least three (3) directors. No member of
the Committee shall be an employee of the Bank or a family member of any such person. Upon
appointment, the names of the members of the Compliance Committee shall be submitted in
writing to the Assistant Deputy Comptroller. The Committee shall be responsible for monitoring
and coordinating the Bank's adherence to the provisions of this Agreement.

(a) The Compliance Committee shall meet at least monthly.

(b) Within forty-five (45) days of the appointment of the Committee and monthly

thereafter, the Compliance Committee shall submit a written progress report to the Board

setting forth in detail:
(1) a description of the actions needed to achieve full compliance with each
Article of this Agreement;
(i1) actions taken to comply with each Article of this Agreement; and
(ii1))  the results of those actions.
(c)  The Board shall forward a copy of the Compliance Committee's report, with any
additional comments by the Board, to the Assistant Deputy Comptroller within

ten (10) days of receiving such report.



ARTICLE III

BANK SECRECY ACT - INTERNAL CONTROLS

(1) Within thirty (30) days, the Board shall develop, implement, and thereafter ensure
Bank adherence to a written program of policies and procedures to ensure compliance with the
Bank Secrecy Act, as amended (31 U.S.C. §§ 5311 - 5330), the regulations promulgated
thereunder at 31 C.F.R. Part 103, as amended, and 12 C.F.R. Part 21, Subparts B and C
(collectively referred to as the Bank Secrecy Act). At a minimum, this written program shall
establish:
(a) a system of internal controls and independent testing and auditing to
ensure ongoing compliance with the Bank Secrecy Act. In addition, the
Board shall ensure the Bank’s existing audit program includes:
(1) prompt management response and follow-up to all Bank Secrecy
Act exceptions or other recommendations of the Bank’s auditor;
and
(i1) a risk based approach to Bank Secrecy Act compliance that
includes transactional testing and verification of data for higher
risk accounts or geographic areas of specific concern;
(b) operating procedures for both the opening of new accounts and the
monitoring of high risk accounts;
(c) adequate controls and procedures to ensure that all suspicious and large
currency transactions are identified and reported. Procedures should be

comprehensive as to all points of cash entry and exit;



(d) procedures to ensure that records are maintained on monetary instrument
transactions and funds transfers, as required by the Bank Secrecy Act;

(e) comprehensive procedures to identify and report to appropriate
management personnel:

(1) frequent or large volume cash deposits or wire transfers or book
entry transfers to or from offshore or domestic entities or
individuals;

(i)  wire transfers or book entry transfers that are deposited into several
accounts;

(ii1))  receipt and disbursement of wire transfers or book entry transfers
without an apparent business reason;

(iv)  receipt and disbursement of wire transfers or book entry transfers
when they are inconsistent with the customer’s business;

(v)  receipt and disbursement of currency or monetary instruments
when they are inconsistent with the customer’s business;

® a comprehensive training program for all appropriate operational and
supervisory personnel to ensure their awareness of and compliance with
the requirements of the Bank Secrecy Act and the Office of Foreign Assets

Control (OFAC), including the currency reporting and monetary

instrument and funds transfer recordkeeping requirements, and the

reporting requirements associated with Suspicious Activity Reports

(SARs) pursuant to 12 C.F.R. Part 21, Subpart B;



(2) an officer who will be responsible for filing Currency Transaction Reports
(CTRs), Reports of International Transportation of Currency or Monetary
Instruments (CMIRs), and Reports of Foreign Bank and Financial
Accounts (FBARSs);

(h) comprehensive guidelines and procedures to identify and report both the
shipment and receipt of currency or monetary instruments via common
couriers, which guidelines should specifically detail procedures that will
cover and address improperly labeled courier pouches containing
monetary instruments, as well as related procedures for reporting and
filing Suspicious Activity Reports for such pouches; and

(1) comprehensive guidelines, procedures, and systems for compliance with
the rules and regulations of the Office of Foreign Assets Control (OFAC).

(2) Upon completion, a copy of this program shall be submitted to the Assistant
Deputy Comptroller for review. In the event the Assistant Deputy Comptroller recommends
changes to the program, the Board shall immediately incorporate those changes into the program.

3) The Board shall ensure that the Bank has processes, personnel, and control
systems to ensure implementation of and adherence to the program developed pursuant to this

Article.



ARTICLE IV

SUSPICIOUS ACTIVITY REPORTS

(1) Within thirty (30) days, the Board shall develop, implement, and thereafter ensure
Bank adherence to a written program to establish a system of internal controls and processes to
ensure compliance with the requirements to file Suspicious Activity Reports set forth in
12 CF.R. § 21.11, as amended. At a minimum, this written program shall establish procedures
for identifying and reporting known or suspected violations of Federal law, violations of the
Bank Secrecy Act, or suspicious transactions related to money laundering activity, including
suspicious activity relating to the opening of new accounts, the monitoring of current accounts,
and the transfer of funds through the Bank.

(2) Upon completion, a copy of this program shall be submitted to the Assistant
Deputy Comptroller for review. In the event the Assistant Deputy Comptroller recommends
changes to the program, the Board shall immediately incorporate those changes into the program.

3) The Board shall ensure that the Bank has processes, personnel, and control
systems to ensure implementation of and adherence to the program developed pursuant to this

Article.



ARTICLE V
CONSUMER COMPLIANCE PROGRAM

(1) Within ninety (90) days, the Bank shall adopt, implement, and thereafter ensure
adherence to a written consumer compliance program designed to ensure that the Bank is
operating in compliance with all applicable consumer protection laws, rules and regulations.
This program shall include, but not be limited to:

(a) a written description of the duties and responsibilities of the compliance
officer;

(b) adequate internal controls to ensure compliance with consumer protection
laws, rules, and regulations;

(©) the preparation of a policies and procedures manual covering all consumer
protection laws, rules and regulations for use by appropriate Bank
personnel in the performance of their duties and responsibilities;

(d) semiannual updates of the written policies and procedures manual to
ensure it remains current;

(e) an audit program to test for compliance with consumer protection laws,
rules and regulations;

® procedures to ensure that exceptions noted in the audit reports are
corrected and responded to by the appropriate Bank personnel;

(2) the education and training of all appropriate Bank personnel in the
requirements of all federal and state consumer protection laws, rules and

regulations; and



(h) periodic reporting of the results of the consumer compliance audit to the
Board or a committee thereof.
(2) Upon adoption, a copy of the program shall be forwarded to the Assistant Deputy
Comptroller for review.
3) The Board shall ensure that the Bank has processes, personnel, and control
systems to ensure implementation of and adherence to the program developed pursuant to this

Article.



ARTICLE VI

VIOLATIONS OF LAW

(1) The Board shall immediately take all necessary steps to ensure that Bank
management corrects each violation of law, rule or regulation cited in the ROE and in any
subsequent Report of Examination. The monthly progress reports required by Article II of this
Agreement shall include the date and manner in which each correction has been effected during
that reporting period.

(2) Within ninety (90) days, the Board shall adopt, implement, and thereafter ensure
Bank adherence to specific procedures to prevent future violations as cited in the ROE and shall
adopt, implement, and ensure Bank adherence to general procedures addressing compliance
management which incorporate internal control systems and education of employees regarding
laws, rules and regulations applicable to their areas of responsibility.

3) Within thirty (30) days of receipt of any subsequent Report of Examination which
cites violations of law, rule, or regulation, the Board shall adopt, implement, and thereafter
ensure Bank adherence to specific procedures to prevent future violations as cited in the ROE
and shall adopt, implement, and ensure Bank adherence to general procedures addressing
compliance management which incorporate internal control systems and education of employees
regarding laws, rules and regulations applicable to their areas of responsibility.

4) Upon adoption, a copy of these procedures shall be promptly forwarded to the
Assistant Deputy Comptroller.

(5) The Board shall ensure that the Bank has policies, processes, personnel, and
control systems to ensure implementation of and adherence to the procedures developed pursuant

to this Article.
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ARTICLE VII

PERFORMANCE MANAGEMENT

(1) Within ninety (90) days, the Bank shall adopt, implement, and thereafter ensure

adherence to a performance management program designed to ensure accountability through an

equitable, meaningful and consistent review process that demonstrates the Board is discharging

its responsibility to properly supervise management. This program shall include, but not be

limited to:

(a)

(b)

(c)

(d)

pertinent job descriptions that are updated as position responsibilities

change. Ata minimum, human resources should review and update, if

applicable, job descriptions annually as part of the annual review and

evaluation process;

goals and expectations by which management’s effectiveness will be

measured;

a performance appraisal program for evaluating performance according to

the position’s descriptions, duties and responsibilities and for measuring

performance against the Bank’s goals and objectives;

meaningful narrative support for ratings assigned and evaluate pertinent

criteria to each position, such as:

(1) employees performance related to assigned goals and expectations;

(i1) if applicable, performance compared to the standards and
accountabilities contained in job descriptions;

(ii1))  the bank’s record of complying with laws and regulations;
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(iv)  criticisms contained in audit and examination reports, and their
resolution;

(v) responsiveness to Board directives, including compliance with
Board approved policies, progress in achieving applicable strategic
objectives, and implementation of Board mandated consultant
reviews; and,

(vi)  the bank’s business success, including business performance
indicators — such as actual versus projected performance and
comparative bank performance — used by bank management.

(2) If the Board determines that a member of management’s performance is less than
satisfactory, the Board should develop and implement a written program, with specific time
frames, to improve performance. Ata minimum the written program shall include:

(a) an education program designed to ensure that the manager has skills and
abilities necessary to perform effectively; and
(b) a program to improve the effectiveness of the officer.

3) Upon completion, a copy of this program shall be submitted to the Assistant
Deputy Comptroller for review. In the event the Assistant Deputy Comptroller recommends
changes to the program, the Board shall immediately incorporate those changes into the program.

(4) The Board shall ensure that the Bank has processes, personnel, and control
systems to ensure implementation of and adherence to the program developed pursuant to this

Article.
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ARTICLE VIII

GENERAL PROVISIONS

(1) Although the Board has agreed to submit certain programs and reports to the
Assistant Deputy Comptroller for review or approval, the Board has the ultimate responsibility
for proper and sound management of the Bank.

(2) It is expressly and clearly understood that if, at any time, the Comptroller deems it
appropriate in fulfilling the responsibilities placed upon him by the several laws of the United
States of America to undertake any action affecting the Bank, nothing in this Agreement shall in
any way inhibit, estop, bar, or otherwise prevent the Comptroller from so doing.

3) Any time limitations imposed by this Agreement shall begin to run from the
effective date of this Agreement. Such time requirements may be extended in writing by the
Assistant Deputy Comptroller for good cause upon written application by the Board.

(4) The provisions of this Agreement shall be effective upon execution by the
Parties hereto and its provisions shall continue in full force and effect unless or until such
provisions are amended in writing by mutual consent of the parties to the Agreement or
excepted, waived, or terminated in writing by the Comptroller.

(5) In each instance in this Agreement in which the Board is required to ensure
adherence to, and undertake to perform certain obligations of the Bank, it is intended to mean
that the Board shall:

(a) authorize and adopt such actions on behalf of the Bank as may be
necessary for the Bank to perform its obligations and undertakings under

the terms of this Agreement;
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(b) require the timely reporting by Bank management of such actions directed
by the Board to be taken under the terms of this Agreement;

(c) follow-up on any non-compliance with such actions in a timely and
appropriate manner; and

(d) require corrective action be taken in a timely manner of any non-
compliance with such actions.

(6) This Agreement is intended to be, and shall be construed to be, a supervisory
“written agreement entered into with the agency” as contemplated by 12 U.S.C. § 1818(b)(1),
and expressly does not form, and may not be construed to form, a contract binding on the OCC
or the United States. Notwithstanding the absence of mutuality of obligation, or of
consideration, or of a contract, the OCC may enforce any of the commitments or obligations
herein undertaken by the Bank under its supervisory powers, including 12 U.S.C. § 1818(b)(1),
and not as a matter of contract law. The Bank expressly acknowledges that neither the Bank nor
the OCC has any intention to enter into a contract. The Bank also expressly acknowledges that
no OCC officer or employee has statutory or other authority to bind the United States, the U.S.
Treasury Department, the OCC, or any other federal bank regulatory agency or entity, or any
officer or employee of any of those entities to a contract affecting the OCC’s exercise of its
supervisory responsibilities. The terms of this Agreement, including this paragraph, are not
subject to amendment or modification by any extraneous expression, prior agreements or

arrangements, or negotiations between the parties, whether oral or written.

-14 -



IN TESTIMONY WHEREOF, the undersigned, authorized by the Comptroller, has

hereunto set his hand on behalf of the Comptroller.

Signed 4-21-03

Assistant Deputy Comptroller Date
Maryland/National Capital Field Office

The undersigned Directors of the Bank each acknowledges having read the foregoing Agreement
and approve the Bank’s agreement thereto.

NAMES: SIGNATURES: DATES:
Clinton W. Chapman, Esq., Chairman  Signed 4-21-03
Massie S. Fleming Signed 4/21/03
Robert R. Hagans Signed 4/21/03
Benjamin L. King, CPA Signed 4/21/03
Cynthia T. Mitchell Signed 4/21/03
B. Doyle Mitchell, Jr. Signed 4/21/03

Pamela King Smith

Emerson A. Williams, M.D. Signed 4/21/03
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