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UNITED STATES OF AMERICA
Before the
OFFICE OF THRIFT SUPERVISION

In the Matter of Order No.: SE-08-05

Greater Atlantic Bank Effective Date: April 25, 2008

Reston, Virginia
OTS Docket No. 08491

S N Ay

ORDER TO CEASE AND DESIST

WHEREAS, Greater Atlantic Bank, Reston, Virginia, OTS Docket No, 08491 (Savings
Association), by and through its Board of Directors (Board) has executed a Stipulation and

Consent to Issuance of an Order to Cease and Desist (Stipulation); and

WHEREAS, the Savings Association, by executing the Stipulation, has consented and
agreed to the issuance of this Order to Cease and Desist (Order) by the Office of Thrift
Supervision (OTS) pursuant to 12 U.S.C. § 1818(b); and

WHEREAS, pursuant to delegated authority, the OTS Regional Director for the
Southeast Region (Regional Director), is authorized to issue consent Orders to Cease and Desist
where a savings association has consented to the issuance of an order,

NOW, THEREFORE, IT IS ORDERED that:

Status Report.

1. Within fourteen (14) days after the Effective Date of this Order, the Board shall submit to



the Regional Director the first of its bi-weekly reports updating the status of the anticipated
merger of its holding company, Greater Atlantic Financial Corporation (GAFC) with Summit
Financial Group, Inc. (Summit) (Merger Status Report). The Merger Status Report shall provide
the Regional Director a detailed account of the progression of and/or timing of the
consummation of the anticipated merger between GAFC and Summit. Thereafter, the Savings
Association Board shall provide the Regional Director with an updated Merger Status Report no

less often than every fourteen (14) calendar days.

Capital,

————

2. At June 30, 2008, and at all times thereafter, the Savings Association shall have and
maintain: (i} a Tier 1 (Core) Capital Ratio of at least six (6) percent, and (ii) a total risk-based

capital ratic of at least twelve (12) percent.

Alternative Strategic Plan,

3. Within thirty (30) days after the Effective Date of this Order, the Board shall develop a
comprehensive long term operating strategy to be implemented in the event the GAFC merger

with Summit is not consummated within twenty-five (25) days after the Effective Date of this
Order.

4. Within sixty (60) days after the Effective Date of this Order, the long term operating
strategy mandated in Paragraph 3 above shall be incorporated by the Board into a comprehensive
three-year written business plan covering the second half of calendar year 2008, calendar years
2009 and 2010, as well as the first half of calendar year 2011 (Business Plan). The Business

Plan must contain, at 2 minimum, the following:

(a) a thorough discussicn of the Savings Association’s current business operations
and available resources;
{(b) a commitment to maintain the Savings Association’s capital at the levels

specified in Paragraph 2 above; and



(©) detail the Board’s strategies for strengthening and enhancing the Savings
Association’s long term viability, ineluding but not limited to, strategies to: (i) improve the
Savings Association’s retail banking operations; {ii) improve core eamnings and profitability; (iil)
adequately support the risk profile of the Savings Association; and (iv) maintain compliance with

the capital requirements specified in Paragraph 2 above.

5. Within sixty-five (65) days after the Effective Date of this Order, the Business Plan
shall be delivered to the Regional Director for review and approval. The Board shall revise the
Business Plan as required by the Regional Director within fifteen (15) days of receipt of written

direction from the Regional Director,

6. The Business Plan, as modified consistent with the written direction of the Regional
Director, shall be immediately adopted by the Board and shall be complied with by Management
and the Board and shall not be further revised or changed in any way without the prior written
approval of the Regional Director. The Board shall direct Management to implement and follow
the revised Business Plan, as approved by the Board and OTS. Beginning with the calendar
quarter ending September 30, 2008, the Board shall require Management to provide the Board
with written quarterly reports discussing the Savings Association’s compliance with the revised
Business Plan (Quarterly Business Plan Report) within thirty (30) days following the end of each
calendar quarter. The Board’s review of the Quarterly Business Plan Reports shall be fully

documented in the appropriate Board meeting minutes.

Lending.

7. Effective immediately, the Board shall not make any new commercial real estate,
commercial, and/or raw land loans without the prior written approval of the Regional Director.
Such restriction includes any new loans made to current or future borrowers and modifications of
existing loans that would result in an extension of additional funds. Such restriction shall not
apply to new loans and modifications of existing loans for which the Savings Association has a

legally binding commitment in writing as of the Effective Date of this Order.



8. Within sixty (60) days after the Effective Date of this Order, the Board shall develop and
adopt a written plan to reduce the Savings Association’s exposure to concentrations in
commercial real estate, commercial, and raw land loans (Commercial Loan Reduction Plan).
Beginning with the calendar quarter ending September 30, 2008, the Board shall require
Management to provide the Board with written quarterly reports discussing the Savings
Association’s compliance with the Commercial Loan Reduction Plan (Quarterly Commercial
Loan Reduction Plan Report) within thirty (30) days following the end of each calendar quarter.
The Board’s review of the Quarterly Commercial Loan Reduction Plan Reports shall be fully
documented in the appropriate Board meeting minutes. The Board shall submit the Quarterly
Commercial Loan Reduction Plan Reports to the Regional Director within ten (10} days of the

Board’s review of each such report.

Credit Administration.

9. Effective immediately, the Board must ensure that Management enhances credit
administration practices, including but not limited to, establishing a system to track maturing
loans to ensure that renewals are processed in a timely and efficient manner. Beginning with the
first Board meeting following the Effective Date of this Order, and continuing at each monthly
Boerd meeting thereafter, the Board shall require Management to submit written reports on all
loans currently in the process of renewal and all loans that have matured in the last month. Ata
minimum, matured loans should be reported as “Special Mention” on all Thrift Financial Reports

(TFR) filed by the Savings Association with the OTS.

10.  Within thirty (30) days of the Effective Date of this Order, the Board must confirm that
the Savings Association’s written lending policy has been amended to reflect the appropriate
supervisory loan-to-value (LTV) lending limit of 65 percent for loans secured by undeveloped
land, as set forth in the appendix of 12 C.F.R. § 560.101 {Intecragency Guidelines for Real Estate
Lending Policies). Beginning with the first Board meeting following the Effective Date of this
Order, and continuing at each monthly Board meeting thereafter, the Board shali receive from
Management a written report to the Board detailing the balance outstanding of any and all such

loans granted with LTV ratios in excess of the supervisory guidelines set forth in the appendix of




12 CFR. §560.10].

Classified Assets,

i1 Within sixty (60) days of the Effective Date of this Order, the Board must review the
Savings Association’s classified assets and develop and adopt specific strategies to reduce the
level of classified assets (Classified Asset Reduction Plan). The Board shall ensure Management
adheres to and implements the Classified Asset Reduction Plan. Beginning with the first Board
meeting following the Board’s adoption of the Classified Asset Reduction Plan, and continuing
at each monthly Board meeting thereafter, the Board shall receive from Management a written
report to the Board detailing Management’s results in impiementing the Classified Asset

Reduction Plan.

12.  Effective immediately, the Board shall ensure that assets are being adequately classified
and accurately reported in all TFRs filed by the Savings Association with the OTS, consistent
with the requirements of 12 C.F.R. § 560.160 and OTS Examination Handbook Section 260:
Classification of Assets. All loans with an internal designation as “Watch” loans must be
reported, at a minimum, as “Special Mention™ in all TFRs filed by the Savings Association with
the OTS.

Accounting System Confrols.

13. Within thirty (30) days after the Effective Date of this Order, the Board shall ensure that
Management develops and maintains accounting system controls that mandate account
reconcilements be properly performed and effectively reviewed for timeliness and accuracy
(Accounting Contrel Plan). Beginning with the first Board meeting following the development
of the Accounting Control Plan, and continuing at each monthly Board meeting thereafter, the
Board shall receive from Management a written report to the Board detailing Management’s

results in maintaining the Accounting Control Plan,



Brokered Deposits.

14.  Effective immediately, the Savings Association may not accept brokered deposits except
in compliance with Section 337.6(b)(2) of the Federal Deposit Insurance Corporation (FDJIC)
regulations (12 C.F.R. § 337.6(b)(2), applicable to “adequately capitalized” institutions). The
Savings Association shall provide (i) written notice to the OTS if the Savings Association
requests a waiver from the FDIC; and (ii) the OTS with a copy of the FDIC’s documentation

indicating its disposition of any request for such a waiver.

Dividends.

I5. Effective immediately, the Savings Association shall pay no dividends or make any other
capital distributions, as that term is defined in 12 C.F.R. § 563.141, without receiving the prior
written approval of the Regional Director. The Savings Association’s written request for such
approval should be submitted to the Regional Director at least forty-five (45} days prior to the
anticipated date of the proposed dividend payment or distribution of capital.

Board Compliance Committee.

16,  Within thirty (30) days of the Effective Date of this Order, the Board shall appoint a
committee (Regulatory Compliance Committee) comprising three or more non-employee
Directors to monitor and coordinate the Savings Association’s compliance with the provisions of
this Order and the completion of ali corrective action required in the Qctober 30, 2006 OTS
Report of Examination {2006 Examination).

17.  Within thirty (30) days after the end of each calendar quarter, beginning with the quarter
ending June 30, 2008, the Regulatory Compliance Committee shall submit a written progress
report to the Board detailing the actions taken to comply with each provision of this Order, the
corrective actions required by the 2006 Examination, and the results of all such actions. The
Board shall review the Regulatory Compliance Committee’s progress report and adopt a

resofution (i) certifying that each director has reviewed the progress report; (ii) detailing the



Savings Association’s compliance with the provisions of this Order and corrective actions
contained in the 2006 Examination; (iii) identifying each instance of noncompliance; and (iv)
setting forth in detail additional corrective actions or steps adopted or required by the Board to

address each instance of noncompliance.

18.  Within sixty (60) days after the Effective Date of this Order, and thereafter within forty-
five (45) days after the end of each calendar quarter, the Board shall submit to the Regional
Director: (i) a copy of the Regulatory Compliance Committee’s quarterly progress report
required by Paragraph 17 of this Order; and (ii) a copy of the Board resolution required by
Paragraph 17 of this Order, including the Board meeting minutes. Nothing contained herein
shall diminish the responsibility of the entire Board to ensure the Savings Association’s

compliance with the provisions of this Order.

Effective Date, Incorporation of Stipulation,

19, This Order is effective on the Effective Date as shown on the first page. The Stipulation

is made a part hereof and is incorporated herein by this reference.

Duration.

20.  This Order shall remain in effect until terminated, modified or suspended, by written

notice of such action by OTS, acting by and through its authorized representatives.

Tirne Calculations.

21, (&) Calcutation of time limitations for compliance with the terms of this Order run
from the Effective Date and shall be calendar based, unless otherwise noted; and

b The Regional Director may extend any of the deadlines set forth in the provisions
of this Order upon writter request by the Association that includes reasons in support for any

such extension. Any OTS extension shall be made in writing.



Submissions and Notices.

22, (a) All submissions, including progress reports, to OTS that are required by or
contemplated by this Order shall be submitted within the specified timeframes;

(b) Except as otherwise provided herein, all submissions, requests, communications,
consents or other documents relating to this Order shall be in writing and sent by first class U.S.

mail {or by reputable overnight carrier, electronic facsimile transmission or hand delivery by

messenger) addressed as follows:

(1) To OTS:
John E. Ryan
Regional Director, Southeast Region
Office of Thrift Supervision
1475 Peachtree St., NE
Atlanta, Georgia 30309

(i) To the Association:
Charles W. Calomiris, Chairman
Greater Atlantic Bank
10700 Parkridge Boulevard, Suite P50
Reston, Virginia 20191

{This Space Intentionally Left Blank]




No Violations Authorized,

23.  Nothing in this Order or the Stipulation shall be construed as allowing the Association, its
Board, officers or employees to violate any law, rule, or regulation.
1T IS SO ORDERED.

OFFICE OF THRIFT SUPERVISION

By: /s/
John E. Ryan
Regional Director, Southeast Region

Date: See Effective Date on page |



UNITED STATES OF AMERICA
Before the
OFFICE OF THRIFT SUPERVISION

in the Matter of Order No.: SE-08-05

Greater Atlantic Bank Effective Date: April 25, 2608

Reston, Virginia
OTS Docket No. 08491

STIPULATION AND CONSENT TO ISSUANCE OF ORDER TO CEASE AND DESIST

WHEREAS, the Office of Thrift Supervision (OTS), acting by and through its Regional
Directer for the Southeast Region (Regional Director), and based upon information derived from
the exercise of its regulatory and supervisory responsibilities, has informed Gredter Atlantic
Bank, Reston, Virginia, OTS Docket No. 08491 (Savings Association) that OTS is of the opinion
that grounds exist to initiate an administrative proceeding against the Savings Association
pursuant fo 12 U.S.C. § 1818(b);

WHEREAS, the Regional Director, pursuant to delegated authority, is authorized to
issue Orders to Cease and Desist where a savings association has consented to the issuance of an
order; and

WHEREAS, the Savings Association desires to cooperate with OTS to avoid the time
and expense of such administrative cease and desist proceedings by entering into this Stipulation
and Consent to Issuance of Order to Cease and Desist (Stipulation} and, without admitting or

denying that such grounds exist, but only admitting the statements and conclusions in Paragraph



I below concerning Jurisdiction, hereby stipulates and agrees to the foilowing terms:
1, Jurisdiction.

(a) the Savings Association is a “savings association” within the meaning of 12 U.S.C.
§ 1813(b) and 12 US.C. § 1462(4). Accordingly, the Savings Association is “an insured
depository institution” as that term is defined in 12 U.S.C. § 1813(c}); and

(b) Pursuant to 12 U.S.C. § 1813(q), the Director of OTS is the “appropriate Federal
banking agency” with jurisdiction to maiatain an administrative enforcement proceeding against
a savings association. Therefore, the Savings Association is subject to the authority of OTS to
initiate and maintain an administrative cease-and-desist proceeding against it pursuant to 12
U.S.C. § 1818(b).

2. OTS Findings of Fact.

Based on its Qctober 6, 2006 examination of the Savings Association, OTS finds that the
Association has engaged in unsafe and unsound banking practices, including:

{(a) The Savings Association has failed to maintain adequate credit administration,
monitoring and oversight of commercial real estate and undeveloped land loans,
and failed to comply with supervisory loan-to-value guidelines set forth in the
interagency guidelines for real estate lending policies, 12 CFR. § 560.101.

{b) The Savings Association has significantly increased the level of credit and
concentration risk exposure in its high risk commercial and raw land portfolios.

(c) The Savings Association has been operating without an effective strategic plan to

improve its unsatisfactory earnings performance.



3. Consent,
The Savings Association consents to the issuance by OTS of the accompanying Order to
Cease and Desist (Order). The Savings Association further agrees to comply with the terms of

the Order upon the Effective Date of the Order and stipulates that the Order complies with ali

requirements of law.

4. Finality.

The Order is issued by OTS under 12 U.S.C. § 1818(b) and upon the Effective Date it
shall be a final order, effective and fully enforceable by OTS under the provisions of 12 US.C. §
1818(i).

5. Waivers.

The Savings Association waives the following:

(a) The right to be served with a written notice of OTS’s charges against it as provided
by 12 U.8.C. § 1818(b) and 12 C.F.R. Part 509;

(b) The right to an administrative hearing of OTS’s charges as provided by 12 U.8.C. §
[818(b) and 12 C.F.R. Part 509,

(¢) The right to seek judicial review of the Order, inclﬁding, without limitation, any
such right provided by 12 U.S.C. § 1818(h), or otherwise to challenge the validity of the Order;
and

(d) Any and all claims against OTS, including its employees and agents, and any other
governmental entity for the award of fees, costs, or expenses related to this OTS enforcement
matter and/or the Order, whether arising under common law, federal statutes or otherwise.

6. QTS Authority Not Affected,

Nothing in this Stipulation or accompanying Order shall inhibit, estop, bar or otherwise



prevent OTS from taking any other action affecting the Savings Association if at any time OTS
deems it appropriate to do so to fulfill the responsibilities placed upon OTS by law.

7. ither Governmental Actions Not Affected.

The Savings Association acknowledges and agrees that its consent (o the issuance of the
Order is solely for the purpose of resolving the matters addressed herein, consistent with
Paragraph 6 above, and does not otherwise release, discharge, compromise, settle, dismiss,
resolve, or in any way affect any actions, charges against, or liability of the Savings Association
that arise pursuant to this action or otherwise, and that may be or have been brought by any
governmental entity other than OTS.

8. Miscellapeous.

{a) The laws of the United States of America shall govern the construction and validity
of this Stipulation and of the Order;

(b) Ifany provision of this Stipulation and/or the Order is ruled to be invalid, illegal, or
unenforceable by the decision of any Court of competent jurisdiction, the validity, legality, and
enforceability of the remaining provisions hereof shall not in any way be affected or impaired
thereby, unless the Regional Director in his or her sole discretion determines otherwise;

(¢)  All references to OTS in this Stipulation and the Order shall also mean any of the
OTS’s predecessors, successors, and assigns;

{(d) The section and paragraph headings in this Stipulation and the Order are for
convenience only and shall not affect the interpretation of this Stipulation or the Order;

{e)  The terms of this Stipulaticn and of the Order represent the final agreement of the
parties with respect to the subject matters thereof, and constitute the sole agreement of the parties

with respect to such subject matters; and



{f)  The Stipulation and Orcer shall remain in effect until terminated, modified, or

suspended in writing by OTS, acting through its Regional Director or other authorized

representative.
9, Signature of Directors/Board Resolution,

Each Director signing this Stipulation attests that he or she voted in favor of a Board
Resolution authorizing the consent of the Savings Association to the issuance of the Order and

the execufion of the Stipulation.

[This space intentionally left blank]



WHEREFORE, the Savings Association, by its directors, executes this Stipulation.

Greater Atlantic Bank
Reston, Virginia

By: s/
Charles W. Calomiris
Chairman

Date:

s/

Carroll E. Amos, Director

s/

Sidney M. Bresler, Director

Is/

Jeffrey W. Ochsman, Director

s/

James B. Vito, Director

Accepted by:

OFFICE OF THRIFY SUPERVISION

By: s/

John E. Ryan
Regional Director, Southeast Region

Date: See Effective Date on page |



