Edgar Filing: PARK NATIONAL CORP /OH/ - Form 10-K

PARK NATIONAL CORP /OH/
Form 10-K
February 28, 2011
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K

X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2010
OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number: 1-13006

Park National Corporation
(Exact name of Registrant as specified in its charter)

Ohio 31-1179518
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
50 North Third Street, P.O. Box 3500, Newark, Ohio 43058-3500
(Address of principal executive offices) (Zip Code)

(740) 349-8451
(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:
Title of each class Name of each exchange on which registered
Common Shares, without par value NYSE Amex LLC
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
X Yes " No

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.
" Yes x No



Edgar Filing: PARK NATIONAL CORP /OH/ - Form 10-K

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

X Yes " No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).

X Yes " No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of Registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. x

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer x Accelerated filer

Non-accelerated filer ~ Smaller reporting company
(Do not check if a smaller reporting company)

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Act).
" Yes x No

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by
reference to the price at which the common equity was last sold, or the average bid and asked price of such common
equity, as of the last business day of the Registrant’s most recently completed second fiscal quarter: As of June 30,
2010, the aggregate market value of the Registrant’s common shares (the only common equity of the Registrant) held
by non-affiliates of the Registrant was $949,242,036 based on the closing sale price as reported on NYSE Amex LLC.
For this purpose, executive officers and directors of the Registrant are considered affiliates.

Indicate the number of shares outstanding of each of the Registrant’s classes of common stock, as of the latest
practicable date.

Class Outstanding at February 25, 2011
Common Shares, without par value 15,398,931 common shares

DOCUMENTS INCORPORATED BY REFERENCE

Document Parts Into Which Incorporated
Portions of the Registrant’s 2010 Annual Report Parts I and 11
Portions of the Registrant’s Definitive Proxy Statement for the Part 11T

Annual Meeting of Shareholders to be held on April 18, 2011

Exhibit Index on Page E-1



Edgar Filing: PARK NATIONAL CORP /OH/ - Form 10-K




Edgar Filing: PARK NATIONAL CORP /OH/ - Form 10-K

PART I
ITEM 1. BUSINESS.
General

Park National Corporation (“Park™) is a bank holding company registered under the Bank Holding Company Act of
1956, as amended (the “Bank Holding Company Act”). Although Park was a financial holding company effective in
December 2007, Park ceased to be a financial holding company effective June 30, 2008 and neither Park nor any of its
subsidiaries engages in any of the activities permitted for a financial holding company but not a bank holding
company.

Park was incorporated under Ohio law in 1992. Park’s principal executive offices are located at 50 North Third Street,
Newark, Ohio 43055, and its telephone number is (740) 349-8451. Park’s common shares, each without par value
(“Common Shares”), are listed on NYSE Amex LLC (“NYSE Amex”), under the symbol “PRK.”

Park maintains an Internet Web site at www.parknationalcorp.com (this uniform resource locator, or URL, is an
inactive textual reference only and is not intended to incorporate Park’s Internet Web site into this Annual Report on
Form 10-K). Park makes available free of charge on or through its Internet Web site Park’s Annual Reports on Form
10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or
furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”),
as well as Park’s definitive proxy statements filed pursuant to Section 14 of the Exchange Act, as soon as reasonably
practicable after Park electronically files such material with, or furnishes it to, the Securities and Exchange
Commission (the “SEC”).

Park’s principal business consists of owning and supervising its subsidiaries. Although Park directs the overall policies
of its subsidiaries, including lending policies and financial resources, most day-to-day affairs are managed by its
subsidiaries’ respective officers.

Subsidiary Banks
Through Park’s subsidiary banks:

e The Park National Bank (“Park National Bank™), a national banking association with its main office in Newark, Ohio
and financial service offices in Ashland, Athens, Butler, Champaign, Clark, Clermont, Coshocton, Crawford, Darke,
Fairfield, Fayette, Franklin, Greene, Hamilton, Hocking, Holmes, Knox, Licking, Madison, Marion, Mercer, Miami,
Morrow, Muskingum, Perry, Richland, Tuscarawas and Warren Counties in Ohio and Boone County in Kentucky;
and

¢ Vision Bank (‘“Vision Bank”), a Florida state-chartered bank with its main office in Panama City, Florida and
financial service offices in Baldwin County, Alabama and in Bay, Gulf, Okaloosa, Santa Rosa and Walton Counties
in the panhandle of Florida.

Park engages in the commercial banking and trust business. This commercial banking and trust business is primarily
conducted in small and medium population Ohio communities and, since Vision Bancshares, Inc. (“Vision) merged
with and into Park in March 2007 (the “Vision Merger”), in Gulf Coast communities in Alabama and the Florida
panhandle.
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Vision Bank operates 17 financial service offices in Gulf Coast communities in Baldwin County, Alabama and the
Florida panhandle. Vision Bank operates through two banking divisions — Vision Bank headquartered in Panama City,
Florida and the Vision Bank Division of Gulf Shores, Alabama.

Park National Bank operates 124 financial service offices in Ohio and Northern Kentucky through eleven banking
divisions with: (i) the Park National Division headquartered in Newark, Ohio; (ii) the Fairfield National Division
headquartered in Lancaster, Ohio; (iii) The Park National Bank of Southwest Ohio & Northern Kentucky Division
headquartered in West Chester, Ohio; (iv) the Century National Division headquartered in Zanesville, Ohio; (v) the
Second National Division headquartered in Greenville, Ohio; (vi) the Richland Trust Division headquartered in
Mansfield, Ohio; (vii) the United Bank Division headquartered in Bucyrus, Ohio; (viii) the First-Knox National
Division headquartered in Mount Vernon, Ohio; (ix) the Farmers & Savings Bank Division headquartered in
Loudonville, Ohio; (x) the Security National Division headquartered in Springfield, Ohio; and (xi) the Unity National
Division headquartered in Piqua, Ohio.

Park’s two subsidiary banks comprise Park’s reportable segments. Financial information about Park’s reportable
segments is included in Note 23 of the Notes to Consolidated Financial Statements located on pages 75 and 76 of
Park’s 2010 Annual Report. That financial information is incorporated herein by reference.

At December 31, 2010 and as of the date of this Annual Report on Form 10-K, Park’s subsidiary banks operated 142
financial service offices and a network of 169 automated teller machines.

Consumer Finance Subsidiary

Guardian Financial Services Company (“Guardian Finance”), an Ohio consumer finance company based in Hilliard,
Ohio, also operates as a separate subsidiary of Park. Guardian Finance provides consumer finance services in the
central Ohio area. As of the date of this Annual Report on Form 10-K, Guardian Finance had six financial service
offices spanning six counties in Ohio: Clark, Fairfield, Franklin, Licking, Montgomery and Richland. Financial
information about Guardian Finance is included in the “All Other” category for purposes of the reportable segment
information included in Note 23 of the Notes to Consolidated Financial Statements located on pages 75 and 76 of
Park’s 2010 Annual Report. This financial information is immaterial for purposes of separate disclosure.

Leasing Subsidiary
Scope Leasing, Inc. (which does business as “Scope Aircraft Finance”), a subsidiary of Park National Bank, specializes
in aircraft financing. The customers of Scope Aircraft Finance include small businesses and entrepreneurs intending to

use the aircraft for business or pleasure. Scope Aircraft Finance serves customers throughout the United States of
America (the “United States”) and Canada through its one office in Franklin County, Ohio.

-
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Ohio-Based Insurance Agency Subsidiary

Park National Bank has an insurance agency subsidiary, Park Insurance Group, Inc. (“Park Insurance Group”). Park
Insurance Group was formed in 2002 and offers life insurance and other insurance products through licensed
representatives who work for divisions of Park National Bank. However, Park Insurance Group’s results to date have
not been material to the consolidated entity.

Title Agency Subsidiary

As of the date of this Annual Report on Form 10-K, Park National Bank held 49% of the ownership interest of Park
Title Agency, LLC (“Park Title Agency”). Park Title Agency is a traditional title agency serving the central Ohio area.

Vision Bank Networking

Vision Bank conducts permissible insurance and securities networking activities under the d/b/a “Vision Bancshares
Financial Group.” In an agency capacity, Vision Bancshares Financial Group offers its customers fixed and variable
annuities, life insurance, property and casualty insurance and investment products. The securities activities of Vision
Bancshares Financial Group consist primarily of selling equity securities, municipal bonds, agency bonds, corporate
bonds, mutual funds and variable rate annuities on a retail basis, through duly licensed and qualified employees and
pursuant to a third-party networking agreement. Since the consummation of the Vision Merger, the results of Vision
Bancshares Financial Group have not been material to the consolidated entity.

Vision Bancshares Trust I

In connection with the Vision Merger, Park entered into a First Supplemental Indenture, dated as of the effective time
of the Vision Merger (the “First Supplemental Indenture”), with Vision and Wilmington Trust Company, a Delaware
banking corporation, as Trustee. Under the terms of the First Supplemental Indenture, Park assumed all of the
payment and performance obligations of Vision under the Junior Subordinated Indenture, dated as of December 5,
2005 (the “Indenture”), pursuant to which Vision issued $15.5 million of junior subordinated debentures to Vision
Bancshares Trust I, a Delaware statutory trust (the “Vision Trust”). The junior subordinated debentures were issued by
Vision in connection with the sale by the Vision Trust of $15.0 million of floating rate preferred securities to
institutional investors on December 5, 2005.

Under the terms of the First Supplemental Indenture, Park also succeeded to and was substituted for Vision with the
same effect as if Park had originally been named (i) as “Depositor” in the Amended and Restated Trust Agreement of
the Vision Trust, dated as of December 5, 2005 (the “Trust Agreement”), among Vision, Wilmington Trust Company, as
Property Trustee and as Delaware Trustee, and the Administrative Trustees named therein and (ii) as “Guarantor” in the
Guarantee Agreement, dated as of December 5, 2005 (the “Guarantee Agreement”), between Vision and Wilmington
Trust Company, as Guarantee Trustee. Through these contractual obligations, Park has fully and unconditionally
guaranteed all of the Vision Trust’s obligations with respect to the floating rate preferred securities.

3.
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Both the junior subordinated debentures and the floating rate preferred securities mature on December 30, 2035
(which maturity may be shortened), and carry a floating interest rate per annum, reset quarterly, equal to the sum of
three-month LIBOR plus 148 basis points. Payment of interest on the junior subordinated debentures, and payment of
cash distributions on the floating rate preferred securities, may be deferred at any time or from time to time for a
period not to exceed twenty consecutive quarters, subject to specified conditions.

Under the terms of the Indenture and the related Guarantee Agreement, Park, as successor to Vision in accordance
with the First Supplemental Indenture, is prohibited, subject to limited exceptions, from declaring or paying dividends
or distributions on, or redeeming, repurchasing, acquiring or making any liquidation payments with respect to, any
shares of Park’s capital stock (i) if an event of default under the Indenture has occurred and continues; (ii) if Park is in
default with respect to the payment of any obligations under the Guarantee Agreement; or (iii) during any period in
which the payment of interest on the junior subordinated debentures by Park (and the payment of cash distributions on
the floating rate preferred securities by the Vision Trust) is being deferred.

Other Subsidiaries

Park Investments, Inc., which is a subsidiary of Park National Bank, operates as an asset management company. Its
operations are not significant to the consolidated entity.

The following subsidiaries operate as capital management companies: (i) Park Capital Investments, Inc. (“Park
Capital”), a subsidiary of Park; (ii) Park National Capital LLC, whose members are Park Capital and Park National
Bank; (iii) First-Knox National Capital LLC, whose members are Park Capital and Park National Bank (as successor
by merger to The First-Knox National Bank of Mount Vernon); (iv) Security National Capital LLC, whose members
are Park Capital and Park National Bank (as successor by merger to The Security National Bank and Trust Co.); and
(v) Century National Capital LLC, whose members are Park Capital and Park National Bank (as successor by merger
to Century National Bank). The operations of these subsidiaries are also not significant to the consolidated entity.

4-
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Recent Developments
Participation in Capital Purchase Program Enacted as part of Troubled Assets Relief Program

On December 23, 2008, Park completed the sale to the United States Department of the Treasury (the “U.S. Treasury”)
of $100.0 million of newly-issued Park non-voting preferred shares as part of the U.S. Treasury’s Capital Purchase
Program (the “CPP”) enacted as part of the Troubled Assets Relief Program (“TARP”) under the Emergency Economic
Stabilization Act of 2008 (“EESA”). To finalize Park’s participation in the CPP, Park and the U.S. Treasury entered into
a Letter Agreement, dated December 23, 2008 (the “Letter Agreement”), including the related Securities Purchase
Agreement — Standard Terms attached thereto (the “Securities Purchase Agreement” and together with the Letter
Agreement, the “UST Agreement”). Pursuant to the UST Agreement, Park issued and sold to the U.S. Treasury

(1) 100,000 of Park’s Fixed Rate Cumulative Perpetual Preferred Shares, Series A, each without par value and having a
liquidation preference of $1,000 per share (the “Series A Preferred Shares”), and (ii) a warrant (the “Warrant”) to purchase
227,376 Park Common Shares, at an exercise price of $65.97 per share (subject to certain anti-dilution and other
adjustments), for an aggregate purchase price of $100.0 million in cash. The Warrant has a ten-year term. All of the
proceeds from the sale of the Series A Preferred Shares and the Warrant by Park to the U.S. Treasury under the CPP
will qualify as Tier 1 capital for regulatory purposes. The issuance and sale to the U.S. Treasury of the Series A
Preferred Shares and the Warrant was a private placement exempt from the registration requirements of the Securities
Act of 1933, as amended (the “Securities Act”), pursuant to Section 4(2) of the Securities Act. In the Securities Purchase
Agreement, the U.S. Treasury has agreed not to vote any of the Common Shares it receives upon exercise of the
Warrant. Any Common Shares issued by Park upon exercise of the Warrant will be issued from Common Shares held

in treasury by Park.

Under standardized CPP terms, cumulative dividends on the Series A Preferred Shares will accrue on the liquidation
preference at a rate of 5% per annum from December 23, 2008 to, but excluding, February 15, 2014 and at a rate of
9% per annum from and after February 14, 2014, but will be paid only if, as and when declared by Park’s Board of
Directors. The Series A Preferred Shares have no maturity date and rank senior to the Park Common Shares with
respect to the payment of dividends and distributions and amounts payable upon liquidation, dissolution and winding
up of Park.

The American Recovery and Reinvestment Act of 2009 (“ARRA”) passed by the United States Congress and signed by
the President on February 17, 2009, provides that the U.S. Treasury, subject to consultation with the appropriate
federal banking agency, must permit a TARP recipient to repay any assistance previously provided under TARP,
without regard to whether the TARP recipient has replaced those funds from any other source or to any waiting
period. As a result, subject to consultation with the Federal Reserve Board, the U.S. Treasury must permit Park to
redeem the Series A Preferred Shares at the appropriate redemption price without regard to whether the redemption
price is to be paid from proceeds of a qualified equity offering or any other source or when the redemption date
occurs. If the Series A Preferred Shares were redeemed, Park would also have the right to repurchase the related
Warrant for its appraised market value. If Park chose not to repurchase the Warrant, the U.S. Treasury may liquidate
the Warrant. The U.S. Treasury has provided guidance, in the form of FAQs issued on February 26, 2009 and in May
2009, as to the procedures under which a TARP participant may repay any assistance received. If Park seeks to repay
any assistance received under the CPP, Park will be subject to the existing supervisory procedures for approving
redemption requests for capital instruments. Supervisors would weigh Park’s desire to redeem outstanding Series A
Preferred Shares against the contribution of U.S. Treasury capital to Park’s overall soundness, capital adequacy and
ability to lend, including confirming that Park has a comprehensive internal capital assessment process.

5.
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The Securities Purchase Agreement contains limitations on the payment of dividends on the Common Shares from
and after December 23, 2008 (including with respect to the payment of cash dividends in excess of $0.94 per share,
which is the amount of the last quarterly cash dividend declared by Park prior to October 14, 2008). Park may not pay
dividends on Park Common Shares (other than dividends payable solely in Common Shares) if Park is in arrears on
the payment of Series A Preferred Share dividends. Prior to the earlier of (i) December 23, 2011 and (ii) the date on
which the Series A Preferred Shares have been redeemed in whole or the U.S. Treasury has transferred the Series A
Preferred Shares to unaffiliated third parties, Park may not declare or pay any dividend or make any distribution on
the Park Common Shares other than: (i) regular quarterly dividends not exceeding $0.94 per share; and (ii) dividends
payable solely in Park Common Shares. In addition, unless the Series A Preferred Shares have been transferred to
unaffiliated third parties or have been redeemed in whole, until December 23, 2011, the U.S. Treasury’s consent would
be required for any repurchases of (i) Common Shares or other capital stock or other equity securities of any kind of
Park or (ii) any trust preferred securities issued by Park or any affiliate of Park, other than (x) repurchases of the
Series A Preferred Shares, (y) purchases of junior preferred shares or Common Shares in connection with the
administration of any employee benefit plan in the ordinary course of business and consistent with past practice and
(z) purchases under certain other limited circumstances specified in the Securities Purchase Agreement. Further,
Common Shares may not be repurchased by Park if Park is in arrears on the payment of Series A Preferred Share
dividends.

In the Securities Purchase Agreement, Park adopted the U.S. Treasury’s standards for executive compensation and
corporate governance for the period during which the U.S. Treasury owns any securities acquired from Park pursuant
to the Securities Purchase Agreement or upon exercise of the Warrant. These standards generally apply to Park’s
executive officers. ARRA retroactively amends the executive compensation and corporate governance provisions
applicable to participants in the CPP. On June 15, 2009, the U.S. Treasury established executive compensation and
corporate governance standards applicable to TARP recipients, including Park, and their subsidiaries by publishing an
interim final rule under 31 C.F.R. Part 30. On December 7, 2009, the U.S. Treasury published technical amendments
to the interim final rule (collectively, the interim final rule published on June 15, 2009 and the amendments published
on December 7, 2009 are referred to as the “Interim Final Rule”). The executive compensation and corporate
governance standards established under ARRA and the Interim Final Rule remain in effect during the period in which
any obligation arising from financial assistance provided under TARP remains outstanding, excluding any period
during which the U.S. Treasury holds only warrants to purchase Common Shares of Park. ARRA and the Interim
Final Rule impose limitations on Park’s executive compensation practices. Please see the discussion of the standards
for executive compensation and corporate governance under EESA, ARRA and the Interim Final Rule in the section
captioned “Supervision and Regulation of Park and its Subsidiaries — Capital Purchase Program” below. ARRA and the
Interim Final Rule also require that the Park Board of Directors adopt a Company-wide policy regarding “excessive or
luxury expenditures,” and post this policy on its Internet Website. Such policy was adopted on September 4, 2009 and
posted on Park’s Website.

2010 Registered Direct Public Offering

On December 7, 2010, Park entered into a letter agreement with Rodman & Renshaw, LLC (the “Placement Agent”),
pursuant to which the Placement Agent agreed to act as exclusive placement agent on a “reasonable best efforts” basis in
connection with the sale of 71,984 Common Shares together with Series A Warrants and Series B Warrants (the Series
A Warrants and the Series B Warrants are collectively referred to as the “RDPO Warrants™) in the Registered Direct
Public Offering described below. Park agreed in the letter agreement to pay the Placement Agent an aggregate fee

equal to 3% of the gross proceeds from the sale of the Common Shares and RDPO Warrants in the Registered Direct
Public Offering, plus 3% of the aggregate gross proceeds Park receives, if any, from the exercise of the RDPO
Warrants. Park also agreed to provide the Placement Agent with a non-accountable expense allowance equal to 1% of
the aggregate gross proceeds raised by Park in the Registered Direct Public Offering, up to a maximum of $40,000.

10
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On December 8§, 2010, Park entered into Securities Purchase Agreements with certain institutional investors, pursuant

to which Park agreed to sell, in a registered direct public offering, (i) an aggregate of 71,984 Common Shares, (ii)

Series A Common Share Warrants, which are exercisable on or prior to the close of business on June 10, 2011, to
purchase up to an aggregate of 35,992 Common Shares (the “Series A Warrants™), and (iii) Series B Common Share
Warrants, which are exercisable on or prior to the close of business on December 10, 2011, to purchase up to an
aggregate of 35,992 Common Shares (the “Series B Warrants”) for total gross proceeds of approximately $5.0 million
(the “Registered Direct Public Offering”). The aggregate compensation paid to the Placement Agent was $190,000. The
aggregate net proceeds to Park from the Registered Direct Public Offering were approximately $4.8 million, after
deducting compensation to the Placement Agent and legal and accounting fees.

The purchase price for each Common Share together with one-half of a Series A Warrant and one-half of a Series B
Warrant was $69.46 (the “Per Share Purchase Price”), which was the closing price of Park’s Common Shares on
December 2, 2010. Each RDPO Warrant entitles the investor to purchase one Common Share at $76.41, or 110% of
the Per Share Purchase Price, subject to anti-dilution provisions that require adjustment to reflect stock dividends and
splits, pro-rata distributions, certain cash dividends and certain fundamental transactions.

Park will use the net proceeds from the Registered Direct Public Offering for general corporate purposes and to help
position Park to (i) redeem a portion or all of the Series A Preferred Shares and (ii) repurchase the Warrant, if and
when applicable circumstances indicate that such redemption and repurchase are permitted and appropriate. When
property values and problem asset ratios stabilize, Park intends to seek permission to redeem the Series A Preferred
Shares and repurchase the Warrant and to cease participation in the CPP.
Services Provided by Park’s Subsidiaries
Each of Park’s subsidiary banks and their respective divisions provide the following principal services:
e the acceptance of deposits for demand, savings and time accounts and the servicing of those accounts;
ecommercial, industrial, consumer and real estate lending, including installment loans, credit cards (which, except for
home-equity-based credit cards, are offered through a third party), home equity lines of credit and commercial
leasing;

o trust and wealth management services;

o cash management services;

12
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. safe deposit operations;
o electronic funds transfers;
. online Internet banking with bill pay service and mobile banking; and
. a variety of additional banking-related services tailored to the needs of individual customers.

Park believes that the deposit mix of its subsidiary banks is such that no material portion has been obtained from a
single customer and, consequently, the loss of any one customer of either subsidiary bank (or their respective
divisions) would not have a materially adverse effect on the business of that subsidiary bank (or division) or Park.

Guardian Finance also provides consumer finance services.
Lending Activities

Park’s subsidiary banks deal with consumers as well as with a wide cross-section of businesses and corporations
located primarily in (i) the 28 Ohio counties and one Kentucky county served by the financial service offices of Park
National Bank and (ii) the five Florida counties and one Alabama county serviced by the financial services offices of
Vision Bank. Relatively few loans are made to borrowers outside these counties. Each subsidiary bank makes lending
decisions in accordance with the written loan policy adopted by Park which is designed to maintain acceptable loan
quality. Each subsidiary bank originates and retains for its own portfolio commercial and commercial real estate loans,
variable rate residential real estate loans, home equity lines of credit, and installment loans. Each subsidiary bank also
generates fixed rate residential real estate loans which are typically sold into the secondary market.

Guardian Finance originates and retains for its own portfolio consumer installment loans. Guardian Finance makes
lending decisions in accordance with the written loan policy adopted and approved by the Guardian Finance Board of
Directors.

There are certain risks inherent in making loans. These risks include interest rate changes over the time period in
which the loans may be repaid, risks resulting from changes in the national and local economies, risks inherent in
dealing with borrowers and, in the case of loans secured by collateral, risks resulting from uncertainties about the
future value of the collateral.

Commercial Loans

At December 31, 2010, Park’s subsidiaries (including Scope Aircraft Finance) had approximately $1,967 million in
commercial loans (commercial, financial and agricultural loans and commercial real estate loans) and commercial
leases outstanding, representing approximately 41.5% of their total aggregate loan portfolio as of that date. Of this
amount, approximately $737 million represented commercial, financial and agricultural loans, $1,227 million
represented commercial real estate loans and $3 million represented commercial leases. Vision Bank had
approximately $226 million in commercial loans outstanding at December 31, 2010, representing approximately 35%
of Vision Bank’s aggregate loan portfolio at that date. Of this amount, approximately $66 million represented
commercial, financial and agricultural loans and approximately $160 million represented commercial real estate loans.

_8-
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Commercial loans are made for a wide variety of general corporate purposes, including financing for industrial and
commercial properties, financing for equipment, inventories and accounts receivable, acquisition financing and
commercial leasing. The term of each commercial loan varies by its purpose. Repayment terms are structured such
that commercial loans will be repaid within the economic useful life of the underlying asset. Information concerning
the loan maturity distribution within the commercial loan portfolio is provided in Table 7 included in the section of
Park’s 2010 Annual Report captioned “FINANCIAL REVIEW,” on page 35, and is incorporated herein by reference.

The commercial loan portfolio includes loans to a wide variety of corporations and businesses across many industrial
classifications in (i) the 28 Ohio counties and one Kentucky county where Park National Bank operates and (ii) the
five Florida counties and one Alabama county where Vision Bank operates. The primary industries represented by
these customers include commercial real estate leasing, manufacturing, retail trade, health care and other services.

Commercial loans are evaluated for the adequacy of repayment sources at the time of approval and are regularly
reviewed for any possible deterioration in the ability of the borrower to repay the loan. The credit information required
generally includes, depending on the amount of money lent, fully completed financial statements, third-party prepared
financial statements, two years of federal income tax returns and a current credit report. Loan terms include
amortization schedules commensurate with the purpose of each loan, the source of each repayment and the risk
involved. In most instances, collateral is required to provide an additional source of repayment in the event of default
by a commercial borrower. The structure of the collateral package, including the type and amount of the collateral,
varies from loan to loan depending on the financial strength of the borrower, the amount and terms of the loan and the
collateral available to be pledged by the borrower. Most often, the collateral is inventory, machinery, accounts
receivable or real estate. The guarantee of the principals is generally required on loans made to closely-held business
entities.

Commercial real estate loans (“CRE loans”) include mortgage loans to developers and owners of commercial real estate.
The lending policy for CRE loans is designed to address the unique risk attributes of CRE lending. The collateral for
these CRE loans is the underlying commercial real estate. Each subsidiary bank generally requires that the CRE loan
amount be no more than 85% of the purchase price or the appraised value of the commercial real estate securing the
CRE loan, whichever is less. CRE loans made for each subsidiary bank’s portfolio generally have a variable interest
rate. For more information, please see Table 7 included in the section of Park’s 2010 Annual Report captioned
“FINANCIAL REVIEW” on page 35, which is incorporated herein by reference.

The regulatory limit for loans made to one borrower by Park National Bank was $77.1 million at December 31, 2010.
Vision Bank’s regulatory limits for loans made to one borrower were $28.6 million for a secured loan or $17.2 million
for an unsecured loan, at December 31, 2010. Participations in a loan by one or both of Park’s subsidiary banks in an
amount larger than $20.0 million are generally sold to third-party banks or financial institutions based on an internal
Park loan policy. While Park National Bank has a loan limit of $77.1 million, total indebtedness of the largest single
borrower within the commercial portfolio was $24.1 million at December 31, 2010.

9.
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Park has a loan review program which annually evaluates substantially all (generally, about 90%) of the loans with an
outstanding balance greater than $250,000. If deterioration has occurred, the lender subsidiary takes prompt action
designed to increase the likelihood of payment of the loan. Upon detection of the reduced ability of a borrower to
service interest and/or principal on a loan, the subsidiary may downgrade the loan and, under certain circumstances,
place the loan on nonaccrual status. The subsidiary then works with the borrower to develop a payment schedule
which the subsidiary anticipates will permit service of the principal and interest on the loan by the borrower. Loans
which deteriorate and show the inability of a borrower to repay principal and do not meet the subsidiary’s standards are
charged off. A work-out officer is available to assist each subsidiary when a credit deteriorates. Information about
Park’s policy for placing loans on nonaccrual status is included under the caption “Loans” in Note 1 of the Notes to
Consolidated Financial Statements located on page 56 of Park’s 2010 Annual Report, and is incorporated herein by
reference.

Commercial loans are generally viewed as having a higher credit risk than consumer loans because commercial loans
usually involve larger loan balances to a single borrower and are more susceptible to a risk of default during an
economic downturn. Commercial loans generally have variable interest rates. The Park pricing strategy generally does
not include low introductory or “teaser” rates. Park uses several indices for commercial loans. However, the national
prime rate is the most common index Park uses. Credit risk for commercial loans arises from borrowers lacking the
ability or willingness to pay principal or interest and, in the case of secured loans, by a shortfall in the collateral value
in relation to the outstanding loan balance in the event of a default and subsequent liquidation of collateral. The
underwriting of all commercial loans, regardless of type, includes cash flow analyses with rates shocked 400 basis
points. In the case of commercial loans secured by accounts receivable, the availability of funds for the repayment of
these loans may be substantially dependent on the ability of each borrower to collect amounts due from its customers.
Other collateral securing commercial loans may depreciate over time, may be difficult to appraise and may fluctuate in
value based on the success of the borrower’s business. Information concerning the loan loss experience and allowance
for loan losses related to the commercial, financial and agricultural loan portfolio and the commercial real estate
portfolio is provided in Tables 15 and 16 included in the section of Park’s 2010 Annual Report captioned “FINANCIAL
REVIEW,” on pages 40 and 41, and is incorporated herein by reference.

Aircraft Financing

Scope Aircraft Finance specializes in aircraft financing. The customers of Scope Aircraft Finance include small
businesses and entrepreneurs intending to use the aircraft for business or pleasure. The customers of Scope Aircraft
Finance are located throughout the United States. The lending officers of Scope Aircraft Finance are experienced in
the aircraft financing industry and rely upon that experience and industry guides in determining whether to grant an
aircraft loan or lease. At December 31, 2010, Scope Aircraft Finance had outstanding approximately $150.4 million in
loans primarily secured by aircraft (which are included in the commercial loan portfolio).

-10-
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Consumer Loans

At December 31, 2010, Park’s subsidiary banks, together with Guardian Finance, had outstanding consumer loans
(including automobile leases and home-equity-based credit cards) in an aggregate amount of approximately $667
million, constituting approximately 14% of their aggregate total loan portfolio. These subsidiaries make installment
credit available to customers and prospective customers in their primary market areas of (i) central and southern Ohio
and Northern Kentucky for Park National Bank and (ii) the Gulf Coast communities in Baldwin County, Alabama and
the Florida panhandle for Vision Bank.

Credit approval for consumer loans requires income sufficient to repay principal and interest due, stability of
employment, an established credit record and sufficient collateral for secured loans. It is the policy of Park’s
subsidiaries to adhere strictly to all laws and regulations governing consumer lending. A compliance officer is
responsible for monitoring each subsidiary’s performance and advising and updating loan personnel in this area. Each
subsidiary reviews its consumer loan portfolio monthly and charges off loans which do not meet Park’s standards.
Information about Park’s policy for placing loans on nonaccrual status is included under the caption “Loans” in Note 1 of
the Notes to Consolidated Financial Statements located on page 56 of Park’s 2010 Annual Report, and is incorporated
herein by reference. Each subsidiary bank and its divisions (other than The Park National Bank of Southwest Ohio &
Northern Kentucky division of Park National Bank) also offer home-equity-based credit card accounts through the
consumer lending department. These accounts are administered under the same standards as other consumer loans and
leases.

Consumer loans typically have shorter terms and lower balances with higher yields as compared to real estate
mortgage loans, but generally carry higher risks of default. Consumer loan collections are dependent on the borrower’s
continuing financial stability, and thus are more likely to be affected by adverse personal circumstances. Furthermore,
the application of various federal and state laws, including bankruptcy and insolvency laws, may limit the amount that
can be recovered on these loans. Information concerning the loan loss experience and allowance for loan losses related
to the consumer loan portfolio is provided in Tables 15 and 16 included in the section of Park’s 2010 Annual Report
captioned “FINANCIAL REVIEW,” on pages 40 and 41, and is incorporated herein by reference.

-11-
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Residential Real Estate and Construction Loans

At December 31, 2010, Park’s subsidiary banks had outstanding approximately $2,099 million in construction real
estate and residential real estate, representing approximately 44.3% of total loans outstanding. Of the $2,099 million,
approximately $1,692 million was included within the residential real estate loan segment, which included $465
million of commercial loans, $907 million of mortgage loans, $260 million home equity lines of credit and $60
million of installment loans. The remaining $407 million was included within the construction real estate loan
segment, which included $328 million of commercial land and development (“CL&D”) loans and $79 million of 1-4
family residential construction loans. The market area for real estate lending by the subsidiary banks is concentrated in
(i) central and southern Ohio and Northern Kentucky for Park National Bank and (ii) the Gulf Coast communities in
Baldwin County, Alabama and the Florida panhandle for Vision Bank. Park had approximately $22.5 million of net
charge-offs resulting from construction loans ($123,000 related to 1-4 family residential construction loans and $22.4
million related to CL&D loans) during the year ended December 31, 2010. Vision Bank accounted for approximately
$19.2 million ($85,000 related to 1-4 family residential construction loans and $19.1 million related to CL&D loans),
or 86%, of this total. At December 31, 2010, Vision Bank had approximately $185 million outstanding in construction
loans ($14 million of 1-4 family residential construction loans and $171 million of CL&D loans), or 45% of Park’s
consolidated total at the end of 2010. In addition to construction loans, Vision Bank had approximately $39 million of
home equity lines of credit.

Credit approval for residential real estate loans requires demonstration of sufficient income to repay the principal and
interest and the real estate taxes and insurance, stability of employment, an established credit record and the
appropriate appraised value of the real estate securing the loan. All loans are sent through automated underwriting to
determine a risk classification. All loans receiving a risk classification of caution require review by a senior lender and
generally require additional documentation if the loan is approved.

Each subsidiary bank generally requires that the residential real estate loan amount be no more than 80% of the
purchase price or the appraised value of the real estate securing the loan, whichever is less, unless private mortgage
insurance is obtained by the borrower. Loans made for each subsidiary bank’s portfolio in this lending category are
generally adjustable rate, fully amortized mortgages. The rates used are generally fully-indexed rates. Park generally
does not price residential loans using low introductory “teaser” rates. Each subsidiary bank also originates fixed rate real
estate loans for the secondary market. These loans are generally sold immediately after closing. All real estate loans

are secured by first mortgages with evidence of title in favor of the subsidiary bank in the form of an attorney’s opinion
of title or a title insurance policy. Each subsidiary bank also requires proof of hazard insurance with the subsidiary

bank named as the mortgagee and as the loss payee. Independent appraisals are generally obtained for consumer real
estate loans.

Home equity lines of credit are generally made as second mortgages by Park’s subsidiary banks. The maximum
amount of a home equity line of credit is generally limited to 85% of the appraised value of the property less the
balance of the first mortgage. For Vision Bank, this percentage can be as high as 89.9% depending on the credit score
and debt-to-income ratio of the borrower. The home equity lines of credit are written with ten-year terms for Park
National Bank and 25-year terms for Vision Bank. A variable interest rate is generally charged on the home equity
lines of credit.

Information concerning the loan loss experience and allowance for loan losses related to the residential real estate
portfolio is provided in Tables 15 and 16 included in the section of Park’s 2010 Annual Report captioned “FINANCIAL
REVIEW,” on pages 40 and 41, and is incorporated herein by reference.
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Construction loans include commercial construction loans as well as residential construction loans. Construction loans
may be in the form of a permanent loan or a short-term construction loan, depending on the needs of the individual
borrower. Generally, the permanent construction loans have a variable interest rate although a permanent construction
loan may be made with a fixed interest rate for a term generally not exceeding five years. Short-term construction
loans are made with variable interest rates. Information concerning the loan maturity distribution within the
construction financing portfolio is provided in Table 7 included in the section of Park’s 2010 Annual Report captioned
“FINANCIAL REVIEW,” on page 35, and is incorporated herein by reference.

Construction financing is generally considered to involve a higher degree of risk of loss than long-term financing on
improved, occupied real estate. Risk of loss on a construction loan depends largely upon the accuracy of the initial
estimate of the property’s value at completion of construction and the estimated cost (including interest) of
construction. If the estimate of construction cost proves to be inaccurate, the subsidiary bank making the loan may be
required to advance funds beyond the amount originally committed to permit completion of the project. If the estimate
of value proves inaccurate, the subsidiary bank may be confronted, at or prior to the maturity of the loan, with a

project having a value insufficient to assure full repayment, should the borrower default. In the event a default on a
construction loan occurs and foreclosure follows, the subsidiary bank must take control of the project and attempt

either to arrange for completion of construction or to dispose of the unfinished project. Additional risk exists with
respect to loans made to developers who do not have a buyer for the property, as the developer may lack funds to pay
the loan if the property is not sold upon completion. Park’s subsidiary banks attempt to reduce such risks on loans to
developers by requiring personal guarantees and reviewing current personal financial statements and tax returns as

well as other projects undertaken by the developer. Vision Bank continues to experience high levels of loan losses on
CL&D loans. For additional information concerning the loan loss experience, please see “ITEM 1A. RISK FACTORS —
Changes in economic and political conditions could adversely affect our earnings, as our borrowers’ ability to repay
loans and the value of the collateral securing our loans decline.” and “— Our allowance for loan losses may prove to be
insufficient to absorb potential losses in our loan portfolio.” in this Annual Report on Form 10-K. Information
concerning the loan loss experience and allowance for loan losses related to the construction financing portfolio is
provided in Tables 15 and 16 included in the section of Park’s 2010 Annual Report captioned “FINANCIAL REVIEW,”
on pages 40 and 41, and is incorporated herein by reference.

Ohio-Based Insurance Agency
Park Insurance Group offers life insurance and other insurance products to its customers through licensed
representatives who work for Park National Bank. Park Insurance Group’s customers include current customers of Park

National Bank and other residents in the 28 Ohio counties and one Kentucky county served by Park National Bank.
Park Insurance Group’s results to date have not been material to the consolidated entity.
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Title Agency

Park Title Agency is a traditional title agency serving residential and commercial customers in the central Ohio area
who are seeking title insurance for purchases, construction and refinancing of real estate. Park Title Agency’s
customers include current customers of Park National Bank and other residents primarily in the 28 Ohio counties and
one Kentucky county served by Park National Bank.

Vision Bancshares Financial Group

Vision Bancshares Financial Group conducts permissible insurance and securities networking activities. In an agency
capacity, Vision Bancshares Financial Group offers its customers fixed and variable annuities, life insurance, property
and casualty insurance and investment products, through licensed representatives who work for Vision Bank. The
securities activities of Vision Bancshares Financial Group consist primarily of selling equity securities, municipal
bonds, agency bonds, corporate bonds, mutual funds and variable rate annuities on a retail basis, through duly licensed
and qualified employees and pursuant to a third party networking agreement. Vision Bancshares Financial Group’s
results since the consummation of the Vision Merger have not been material to the consolidated entity.

Competition

The financial services industry is highly competitive. Park’s subsidiaries compete with other local, regional and
national service providers, including banks, savings associations, credit unions and other types of financial
institutions, finance companies, insurance agencies and title agencies. Other competitors include securities dealers,
brokers, mortgage bankers, investment advisors, insurance companies and financial services subsidiaries of
commercial and manufacturing companies. Many of these competitors enjoy the benefits of advanced technology,
fewer regulatory constraints and lower cost structures. The primary factors in competing for loans are interest rates
charged and overall services provided to borrowers. The primary factors in competing for deposits are interest rates
paid on deposits, account liquidity, convenience and hours of office locations and having trained and competent staff
to deliver services.

Employees
As of December 31, 2010, Park and its subsidiaries had 1,969 full-time equivalent employees.
Supervision and Regulation of Park and its Subsidiaries

Park, its subsidiary banks and many of its other subsidiaries are subject to extensive regulation by federal and state
agencies. The regulation of bank holding companies and their subsidiaries is intended primarily for the protection of
consumers, depositors, federal deposit insurance funds and the banking system as a whole and not for the protection of
shareholders. Applicable laws and regulations restrict permissible activities and investments and require actions to
protect loan, deposit, brokerage, fiduciary and other customers, as well as the deposit insurance fund of the Federal
Deposit Insurance Corporation (the “FDIC”). They also restrict Park’s ability to repurchase its Common Shares or to
receive dividends from its bank subsidiaries and impose capital adequacy and liquidity requirements.
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Park is registered with the Federal Reserve Board as a bank holding company under the Bank Holding Company Act.
As a bank holding company, Park is subject to regulation under the Bank Holding Company Act and to inspection,
examination and supervision by the Federal Reserve Board. Park is also subject to the disclosure and regulatory
requirements of the Securities Act and the Exchange Act, as administered by the SEC. Park’s Common Shares are

listed on NYSE Amex under the trading symbol “PRK,” which subjects Park to the provisions of the NYSE Amex
Company Guide for listed companies. As a result of Park’s participation in the U.S. Treasury’s CPP, Park is also subject
to the regulatory authority granted to the U.S. Treasury and the Special Inspector General for the Troubled Asset

Relief Program under EESA and ARRA, as discussed below under the caption “Capital Purchase Program.”

Park National Bank, as a national banking association, is subject to regulation, supervision and examination primarily
by the Office of the Comptroller of the Company (the “OCC”) and secondarily by the FDIC.

Vision Bank, as a Florida state-chartered bank, is subject to regulation, supervision and examination by the Florida
Office of Financial Regulation and the FDIC.

Guardian Finance, as an Ohio state-chartered consumer finance company, is subject to regulation, supervision and
examination by the Ohio Division of Financial Institutions.

Park Insurance Group, as an Ohio state-chartered insurance agency, and Park Title Agency, as an Ohio state-chartered
title agency, are subject to regulation, supervision and examination by the Ohio Department of Insurance.

The following information describes selected federal and state statutory and regulatory provisions and is qualified in
its entirety by reference to the full text of the particular statutory or regulatory provisions. These statutes and
regulations are continually under review by the United States Congress and state legislatures and federal and state
regulatory agencies. A change in statutes, regulations or regulatory policies applicable to Park and its subsidiaries
could have a material effect on their respective businesses.

Regulation of Bank Holding Companies
As a bank holding company, Park’s activities are subject to extensive regulation by the Federal Reserve Board. Park is
required to file reports with the Federal Reserve Board and such additional information as the Federal Reserve Board

may require, and is subject to regular examinations by the Federal Reserve Board.

The Federal Reserve Board also has extensive enforcement authority over bank holding companies, including, among
other things, the ability to:

. assess civil money penalties;
o issue cease and desist or removal orders; and
. require that a bank holding company divest subsidiaries (including its subsidiary banks).
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In general, the Federal Reserve Board may initiate enforcement actions for violations of laws and regulations and
unsafe or unsound practices.

Under Federal Reserve Board policy, a bank holding company is expected to act as a source of financial strength to
each subsidiary bank and to commit resources to support those subsidiary banks. Under this policy, the Federal
Reserve Board may require a bank holding company to contribute additional capital to an undercapitalized subsidiary
bank and may disapprove of the payment of dividends to the shareholders if the Federal Reserve Board believes the
payment of such dividends would be an unsafe or unsound practice.

The Bank Holding Company Act requires the prior approval of the Federal Reserve Board in any case where a bank
holding company proposes to:

eacquire direct or indirect ownership or control of more than 5% of the voting shares of any bank that is not already
majority-owned by it;

e acquire all or substantially all of the assets of another bank or another financial or bank holding company; or
o merge or consolidate with any other financial or bank holding company.

The Gramm-Leach-Bliley Act of 1999 (“GLBA”) permits a qualifying bank holding company to become a financial
holding company and thereby affiliate with securities firms and insurance companies and engage in other activities
that are financial in nature and not otherwise permissible for a bank holding company. Although Park was a financial
holding company effective in December 2007, Park ceased to be a financial holding company effective June 30, 2008,
and neither Park nor any of its subsidiaries engages in any of the activities permitted for a financial holding company
but not a bank holding company.

Subsidiary banks of a bank holding company are subject to certain restrictions imposed by the Federal Reserve Act on
the maintenance of reserves against deposits, extensions of credit to the bank holding company or any of its
subsidiaries, investments in the stock or other securities of the bank holding company or its subsidiaries and the taking
of such stock or securities as collateral for loans to any borrower. Further, a bank holding company and its subsidiaries
are prohibited from engaging in certain tying arrangements in connection with any extension of credit, lease or sale of
property or furnishing of any services. Various consumer laws and regulations also affect the operations of these
subsidiaries.

Transactions with Affiliates, Directors, Executive Officers and Shareholders

Sections 23A and 23B of the Federal Reserve Act and Federal Reserve Board Regulation W generally:

¢ limit the extent to which a bank or its subsidiaries may engage in “covered transactions” with any one affiliate;

¢ limit the extent to which a bank or its subsidiaries may engage in “covered transactions” with all affiliates; and
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erequire that all such transactions be on terms substantially the same, or at least as favorable to the bank or
subsidiary, as those provided to a non-affiliate.

An affiliate of a bank is any company or entity which controls, is controlled by or is under common control with the
bank. The term “covered transaction” includes the making of loans to the affiliate, the purchase of assets from the
affiliate, the issuance of a guarantee on behalf of the affiliate, the purchase of securities issued by the affiliate and
other similar types of transactions.

A bank’s authority to extend credit to executive officers, directors and greater than 10% shareholders, as well as
entities such persons control, is subject to Sections 22(g) and 22(h) of the Federal Reserve Act and Regulation O
promulgated thereunder by the Federal Reserve Board. Among other things, these loans must be made on terms
(including interest rates charged and collateral required) substantially the same as those offered to unaffiliated
individuals or be made as part of a benefit or compensation program and on terms widely available to employees, and
must not involve a greater than normal risk of repayment. In addition, the amount of loans a bank may make to these
persons is based, in part, on the bank’s capital position, and specified approval procedures must be followed in making
loans which exceed specified amounts.

Regulation of Nationally-Chartered Banks

As a national banking association, Park National Bank is subject to regulation under the National Banking Act and is
periodically examined by the OCC. OCC regulations govern permissible activities, capital requirements, dividend
limitations, investments, loans and other matters. Furthermore, Park National Bank is subject, as a member bank, to
certain rules and regulations of the Federal Reserve Board, many of which restrict activities and prescribe
documentation to protect consumers. Park National Bank is an insured depository institution as a member of the
Deposit Insurance Fund. As a result, it is subject to regulation and deposit insurance assessments by the FDIC. In
addition, the establishment of branches by Park National Bank is subject to prior approval of the OCC. The OCC has
broad enforcement powers over national banks, including the power to impose fines and other civil and criminal
penalties and to appoint a conservator or receiver if any of a number of conditions are met.

Regulation of Consumer Finance Companies

As a consumer finance company incorporated under Ohio law, Guardian Finance is subject to regulation and
supervision by the Ohio Division of Financial Institutions. Division regulation and supervision designed to protect
consumers affect the lending activities of Guardian Finance, including interest rates and certain loan terms, advertising
and record retention. If grounds provided by law exist, the Ohio Division of Financial Institutions may suspend or
revoke an Ohio consumer finance company’s ability to make loans.
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Regulation of Florida State-Chartered Banks

Vision Bank is organized under the laws of the State of Florida and its deposits are insured by the FDIC up to the
maximum amount permitted by law. Vision Bank is subject to regulation, supervision and regular examination by the
State of Florida’s Office of Financial Regulation and the FDIC. Federal and state banking laws and regulations
regulate, among other things, the scope of the banking business conducted by Vision Bank, its loans and investments,
reserves against deposits, mergers and acquisitions, borrowings, dividends, minimum capital requirements and the
establishment and closure of branches. The relationships of Vision Bank to its executive officers, directors and
affiliates are also the subject of statutory and regulatory requirements. Both the Florida Office of Financial Regulation
and the FDIC have broad enforcement powers over Florida state-chartered non-member banks, including the power to
terminate deposit insurance, to impose fines and other civil and criminal penalties and to appoint a conservator or
receiver if any of a number of conditions are met.

Federal Deposit Insurance Corporation

The FDIC is an independent federal agency which insures the deposits, up to prescribed statutory limits, of
federally-insured banks and savings associations and safeguards the safety and soundness of the financial institution
industry.

Insurance Premiums

Insurance premiums for each insured depository institution are determined based upon the institution’s capital level
and supervisory rating provided to the FDIC by the institution’s primary federal regulator and other information the
FDIC determines to be relevant to the risk posed to the deposit insurance fund by the institution. The assessment rate
determined by considering such information is then applied to the amount of the institution’s deposits to determine the
institution’s insurance premium. An increase in the assessment rate could have a material adverse effect on the
earnings of the affected institutions, depending on the amount of the increase.

Insurance of deposits may be terminated by the FDIC upon a finding that the insured depository institution has
engaged in unsafe or unsound practices, is in an unsafe or unsound condition to continue operations, or has violated
any applicable law, regulation, rule, order or condition enacted or imposed by the institution’s regulatory agency.

Liability of Commonly Controlled Banks

Under the Federal Deposit Insurance Act, a bank is generally liable for any loss incurred, or reasonably expected to be
incurred, by the FDIC in connection with (i) the default of a commonly controlled bank or (ii) any assistance provided
by the FDIC to a commonly controlled bank in danger of default. “Default” means generally the appointment of a
conservator or receiver. “In danger of default” means generally the existence of conditions indicating that a default is
likely to occur in the absence of regulatory assistance. Thus, one of Park’s bank subsidiaries could be liable to the
FDIC if the FDIC were to suffer a loss in connection with Park’s other bank subsidiary. This cross-guarantee liability
for a loss at a commonly controlled institution would be subordinated in right of payment to deposit liabilities, secured
obligations, any other general or senior liability, and any obligation subordinated to depositors or other general
creditors, other than obligations owed to any affiliate of the insured depository institution (with certain exceptions).

Federal Home Loan Bank
The Federal Home Loan Banks (“FHLBs”) provide credit to their members in the form of advances. Park National Bank
1s a member of the FHLB of Cincinnati and Vision Bank is a member of the FHLB of Atlanta. As FHLB members,

Park National Bank and Vision Bank must maintain an investment in the capital stock of their respective FHLBs.
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Upon the origination or renewal of a loan or advance, each FHLB is required by law to obtain and maintain a security
interest in certain types of collateral. Each FHLB is required to establish standards of community investment or
service that its members must maintain for continued access to long-term advances from the FHLB. The standards
take into account a member’s performance under the Community Reinvestment Act and its record of lending to
first-time home buyers.

Regulatory Capital

The Federal Reserve Board has adopted risk-based capital guidelines for bank holding companies and state member
banks. The OCC and the FDIC have adopted risk-based capital guidelines for national banks and state non-member
banks, respectively. The guidelines provide a systematic analytical framework which makes regulatory capital
requirements sensitive to differences in risk profiles among banking organizations, takes off-balance sheet exposures
expressly into account in evaluating capital adequacy, and minimizes disincentives to holding liquid, low-risk assets.
Capital levels as measured by these standards are also used to categorize financial institutions for purposes of certain
prompt corrective action regulatory provisions.

The minimum guideline for the ratio of total capital to risk-weighted assets (including certain off-balance sheet items
such as standby letters of credit) is 8%. At least half of the minimum total risk-based capital r