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AGREEMENT BY AND BETWEEN
National Bank & Trust
La Grange, Texas
and
The Office of the Comptroller of the Currency

National Bank & Trust, La Grange, Texas (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/her National Bank Examiner, has examined the Bank, and
his/her findings are contained in the Report of Examination, dated September 30, 1999 (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/her
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)(i1). See 12 U.S.C. § 1831..

(4) This Agreement shall be construed to be a “written agreement” 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 the:

Assistant Deputy Comptroller

San Antonio-North Field Office

10101 Reunion Place Blvd., Suite 402

San Antonio, Texas 78216-4160

ARTICLE I

CAPITAL PLAN AND HIGHER MINIMUMS

(1) Within sixty (60) days, the Board shall develop, implement, and thereafter ensure
Bank adherence to a three year capital program. The program shall include:

(a) specific plans for the maintenance of adequate capital that, within one hundred
and twenty (120) days, may in no event be less than the following capital levels
(as defined in 12 C.F.R. Part 3):
(1) Tier 1 capital at least equal to twelve percent (12 %) of risk-weighted assets;
(ii) Tier 1 capital at least equal to eight percent (8 %) of adjusted total assets."

(b) projections for growth and capital requirements based upon a detailed analysis of
the Bank's assets, liabilities, earnings, fixed assets, and off-balance sheet
activities;

(c) projections of the sources and timing of additional capital to meet the Bank's

current and future needs;



(d) the primary source(s) from which the Bank will strengthen its capital structure to

meet the Bank's needs;

(e) contingency plans that identify alternative methods should the primary source(s)

under (d) above not be available; and

6] a dividend policy that permits the declaration of a dividend only:

(1) when the Bank is in compliance with its approved capital program;
(i1))  when the Bank is in compliance with 12 U.S.C. §§ 56 and 60; and
(ii1))  with prior written notice to the Assistant Deputy Comptroller.

(2) Upon completion, the Bank's capital program shall be submitted to the Assistant
Deputy Comptroller for approval. Upon approval by the Assistant Deputy Comptroller, the
Bank shall implement and adhere to the capital program. The Board shall review and update the
Bank's capital program on an annual basis, or more frequently if necessary. Copies of the
reviews and updates shall be submitted to the Assistant Deputy Comptroller.

(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 I

PROFIT PLAN

(1) Within sixty (60) days, the Board shall develop, implement, and thereafter ensure
Bank adherence to a written profit plan to improve and sustain the earnings of the Bank. This
plan shall include, at minimum, the following elements:

(a) identification of the major areas in and means by which the Board will seek to

improve the Bank's operating performance;

" Adjusted total assets is defined in 12 C.F.R. § 3.2(a) as the average total asset figure used for Call



(b) realistic and comprehensive budgets, including projected balance sheets and year-

end income statements;

(c) a budget review process to monitor both the Bank's income and expenses, and to

compare actual figures with budgetary projections; and

(d) a description of the operating assumptions that form the basis for major projected

income and expense components.

(2) The budgets and related documents required in paragraph (b) above for (2000) shall
be submitted to the Assistant Deputy Comptroller upon completion. The Board shall submit to
the Assistant Deputy Comptroller annual budgets as described in paragraph (b) above for each
year this Formal Agreement remains in effect. The budget for each year shall be submitted on or
before November 30, of the preceding year.

(3) The Board shall forward comparisons of its balance sheet and profit and loss
statement to the profit plan projections to the Assistant Deputy Comptroller on a monthly basis.

(4) The Board shall ensure that the Bank has processes, personnel, and control systems to

ensure implementation of and adherence to the plan developed pursuant to this Article.

ARTICLE IV

STAFFING PLAN

(1) Within seventy-five (75) days, the Board shall develop a staffing plan that is
consistent with the goals and objectives established in the Bank’s strategic plan and that
accomplishes the overall risk profile established for the Bank. At a minimum, the plan will

consist of the following:

Report purposes minus end-of-quarter intangible assets.



(a) identification of the skills and expertise needed to develop, market, and

administer the products identified in the strategic plan;

(b) identification of the skills and expertise of the Bank’s current staff; and

(©) comparison of the current staff’s skills and expertise identified in (1) (b) of this

Article to the skills and expertise identified in (1)(a) of this Article as necessary to
develop, market, and administer the products that will be utilized in
accomplishing the Bank’s goals and objectives.

(2) Within thirty (30) days of the development of the staffing plan, the Board will
implement the plan and direct any changes necessary to provide the Bank with a staff that
possesses the skills and expertise identified in (1)(a) of this Article. Thereafter the Board will
ensure that the Bank adheres to the staffing plan.

(3) Upon completion of the actions required by (1) and (2), the Board will provide a copy

of its staffing plan to the Assistant Deputy Comptroller for review.

ARTICLE V

STRATEGIC PLAN

(1) Within sixty (60) days, the Board shall adopt, implement, and thereafter ensure Bank
adherence to a written strategic plan for the Bank covering at least a three-year period. The
strategic plan shall establish objectives for the Bank's overall risk profile, earnings performance,
growth, balance sheet mix, off-balance sheet activities, liability structure, capital adequacy,
reduction in the volume of nonperforming assets, product line development and market segments
that the Bank intends to promote or develop, together with strategies to achieve those objectives

and, at a minimum, include:



(a)

(b)
(c)

(d)

(e)

®

(g

(h)

a mission statement that forms the framework for the establishment of strategic
goals and objectives;

an assessment of the Bank's present and future operating environment;

the development of strategic goals and objectives to be accomplished over the
short and long term;

an identification of the Bank’s present and future product lines (assets and
liabilities) that will be utilized to accomplish the strategic goals and objectives
established in (1 )(c) of this Article;

an evaluation of the Bank's internal operations, staffing requirements, board and
management information systems and policies and procedures for their adequacy
and contribution to the accomplishment of the goals and objectives developed
under (1)(c) of this Article;

a management employment and succession program to promote the retention and
continuity of capable management;

product line development and market segments that the Bank intends to promote
or develop;

an action plan to improve bank earnings and accomplish identified strategic goals
and objectives, including individual responsibilities, accountability and specific
time frames;

a financial forecast to include projections for major balance sheet and income
statement accounts and desired financial ratios over the period covered by the

strategic plan;



() control systems to mitigate risks associated with planned new products, growth,
or any proposed changes in the Bank’s operating environment;

(k) specific plans to establish responsibilities and accountability for the strategic
planning process, new products, growth goals, or proposed changes in the Bank’s
operating environment; and

) systems to monitor the Bank’s progress in meeting the plan’s goals and
objectives.

(2) Upon adoption, a copy of the plan shall be forwarded to the Assistant Deputy

Comptroller for review and approval.
(3) The Board shall ensure that the Bank has processes, personnel, and control systems to

ensure implementation of and adherence to the plan developed pursuant to this Article.

ARTICLE VI

ASSET/LIABILITY MANAGEMENT POLICY

(1) Within seventy-five (75) days, the Board shall adopt, implement, and thereafter
ensure Bank adherence to a written liquidity, asset and liability management policy. In

formulating this policy, the Board shall refer to the Comptroller's Handbook for National Bank

Examiners, Section 405. The policy shall provide for a coordinated asset/liability management
strategy and, at a minimum, address:
(a) adequate management reports that enable the Board and management to monitor
the Bank's liquidity position and maintain liquidity at an adequate level;
(b) the liquidity, maturity and pledging requirements of the investment portfolio;

(c) development of a liquidity contingency plan;



(d)

(e)
(H
(2

guidelines concerning the nature, extent, and purpose of the Bank's use of
brokered deposits consistent with the Bank's overall funds management strategies;
the nature, extent and purpose of Bank borrowings;

limits on concentrations of funding sources; and

periodic review of the Bank's adherence to the policy.

(2) Upon adoption, a copy of the written policy 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 policy developed pursuant to this Article.

ARTICLE VII

INTEREST RATE RISK POLICY

(1) Within seventy-five (75) days, the Board shall adopt, implement, and thereafter

ensure Bank adherence to a written interest rate risk policy. In formulating this policy, the Board

shall refer to the Interest Rate Risk booklet, L-IRR, of the Comptroller’s Handbook. The policy

shall provide for a coordinated interest rate risk strategy and, at a minimum, address:

(a)

(b)

(c)

(d)
(e)

the establishment of adequate management reports on which to base sound
interest rate risk management decisions;

establishment and guidance of the Bank’s strategic direction and tolerance for
interest rate risk;

implementation of effective tools to measure and monitor the Bank’s performance
and overall interest rate risk profile;

employment of competent personnel to manage interest rate risk;

prudent limits on the nature and amount of interest rate risk that can be taken; and



63) periodic review of the Bank's adherence to the policy.

(2) Upon adoption, a copy of the written policy 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 policy developed pursuant to this Article.

CLOSING

(4) 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.

(5) It is expressly and clearly understood that if, at any time, the Comptroller deems it
appropriate in fulfilling the responsibilities placed upon him/her 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.

(6) 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.

(7) 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.



IN TESTIMONY WHEREOF, the undersigned, authorized by the Comptroller, has
hereunto set his/her hand on behalf of the Comptroller.

-signed- 3/6/00

Randall R. Jennings Date
Assistant Deputy Comptroller
San Antonio-North Field Office
IN TESTIMONY WHEREOQF, the undersigned, as the duly elected and acting Board of

Directors of the Bank, have hereunto set their hands on behalf of the Bank.

-signed- 03-3-00
Bruce Dopslauf Date
-signed- 03-3-00
Donald L. Dopslauf Date
-signed- 03-3-00
Gary A. Nitche Date
-signed- 03-3-00
P. Joe Pritchett Date
-signed- 03-3-00
Louis J.Schroeder Date
-signed- 03-3-00
Virginia Schroeder Date
-signed- 03-3-00
Walter Stoever Date
-signed- 03-3-00
Linda Talbot Date
-signed- 03-3-00

Kenneth Zapalac Date







