
SCPERVISORY .AGREEME>T 

This Supervisory Apemen1 (Agreement) 1s effec1n.e G Z ~ U S ~  /o , 7~ -".do 

iEffective Date), by and between Community Bank of Excelsior %rings, a SB (Associationr, a 
federally chartered stock sssociation. having its main office located in Excelsior Springs, 
Missouri and the Office of Thnft Supervision (OTS), an office within the United States 
Department of the Treasuy. having its prtncipal executive ofices located at 1700 G Street. 
N W, Washineton, - D.C. acting through its Midwest Regional Director or hivher designee 
(Regional Director). 

\%HEREAS, OTS :s the primary federal regulator of the Assoctatlon; and 

\\XEREAS, based on the Report of Examination dated March 27, 2000 (ROE), OTS is 
of the opinion the Associat~on engaged in acts and practices: ( i )  resulting in violations of certain 
regulations andior (ii j considered to be unsafe and unsound: and 

WHEREAS, OTS 1s of the opinion grounds extst for the initlation of administrame 
proceedings against the Associanon. and 

W E R E A S ,  OTS is of the view it is appropriate to take measures intended to ensure the 
Association will: ( i )  comply with all applicable laws and reguiations and (ii) engage in safe and 
sound practices; and 

WEEREAS, the Association, acting through its Board of Directors (Board), Gthout 
admitting or denying any \iolations of laws or regulations andlor unsafe and unsound practices. 
~vishes to cooperate w+th OTS and to evidence the intent to: i i )  comply ulth all applicable laws 
and regulations and (ii)  engage tn safe and sound practices. 

VOW THEREFORE, the parties agree as follot$s 

COSIPLLASCE WITH L.%WS, REGCZATIONS, & SAFE . i S D  SOEND PRACTICES 

1 Comofiance with Reeulations 

The Assoc~atton shall take all necessary and appropnate actions to a c h w e  compliance \wth the 
followng 

A. Section 560.93(c) of the OTS Regulations, 12 C.F.R. Section 560.93(c) (Lending 
limitations ); 
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R Section 560 101 of the OTS Reguiatronr ; 3  C F R Sectton ."-3 lOl(Rezi estate lending 
standards]. 

C Sectton 560.160(.ai(li of the OTS Regulations, 11 C.F.R. Se::ion 56O.l6O(a)( 1 1  (Asset 
classificationl. and Section 160 of the OTS Thnfi Activ-ities E~3dbook;  

D Section 560 170 of the OTS Regulatrons ; 2  C F R Section 5e. 170 (Records for iending 
transactions ). 

E Sect~on 562 l(b) of the OTS Regulations, 12 C F R Secnon 562 I(b1 (Records and 
reports), and 

F Section 564 4 of the OTS Regulations. 17 C F R Section 504 4 (Mrnimum appra~sal 
standards), and OTS Thnft Bulletm %a. dated November 4. 1-4 

CORRECTnF PROVISIONS 

2. .-\set Review 

A. No later than September 30: 2000, the Bard  and managemen: shall establish an effectwe 
internal asset review program. Such internal asset review pro%-m shall ensure that loans 
are monitored on a regular basis and appropriately and time& classified in accordance 
with 12 C.F.R. Section 560.160 and the guidance provided :n Section 260 of the OTS 
Thnft Activities Handbook. Based on the evaluation and classification of assets, the 
Association shall establish adequate allowances for loan and lease losses or charge-of&, 
as appropriate, consistent with generally accepted accounting principles and 12 C.F.R. 
Section 560.160. The Association shall not reduce the balance of the allowance for loan 
and lease losses unless it receives prior written notice of no objection from OTS. 

B The internal asset review program shali be independent of the iending function. and must 
encompass obtaining current financial information on borrsi-ers, cosigner!guaranron. 
and propenies: conducting appropnare analysis of the financ:zl informanon: classih.;ng 
loan and credit lines; and obtaining secmity agreements and uniform commercial code 
filings pursuant to uniform commercial isde provisions wher :sans include funds for :3e 
purchase of furniture. fixtures, and equipment. 

C No later than August 3 1, 2000, the Board and management shall ensure rhar all 
employees assigned to complete the rntemal asset reviews possess the necessary eupenije 
and ha\fe recened the necessary tramng 

D The Board and management shail develop a schedule to ensure that all assets requrnng a 
review as of the date ofthis Agreement are reviewed by Decenser 3 1,2000 

E The Board shall requlre and revlew quarterly progress repom from management on h e  
status and findings of the Assoc~at~on's Internal asset reviews 
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3 .%ppraisal Policv 

A No later than A . i p i  3 1 ,  1000, the Board snall adopt a re\.sed Appra~sal P o l q  that 
compltes \*ith 1: C F F Part 564 and Thnft "Jllet~n 5%. date: Yokember 1. 1991 

B. No later than .Augus! 31. 3000, the Boaro and managemen! shall estabi~sh a formal 
appraisal recreu proctii 

C. No later than August 3 1 ,  1000, the Board and management shall obta~n an appra~sal for 
the property collateraiinng loan No 1250173 to Heatherron Custom Homes, Inc 

4. Lending Policies 

A, The Association shall immediately cease originating commercial real estate loans. 
without prior wnnen notice of no objection from OTS. 

B. No later than September 30, 2000, the Board shall adopt revisions to the Association's 
Lending Policy to provide for the safe and sound undemnting and administering of 
commercial reai estate loans, speculative construction loans, commercial loans, and land 
acquisition and development loans. 

C. The Board shall direct management to strengthen internal controls and expand the 
internal audit program to ensure that compi~ance v i t h  the board approved policies is 
enforced. 

D. The Board shall revise Association policies and procedures to strengthen the credit 
administration of construction and land acqutsition and deve!opment loans. The Board 
shall ensure that policies require an analysis of cost overruns prior to funding draws, and 
that borrowers be required to pay the o v e m s  if insufficient funds remain in loans in 
process to compiete the project. The Board shall also ensure that policies prohibit the 
practice of funding interest out of loans in prxess as long as any funds remain ava:iable. 
so that interest is treated as any other cost, for which the borroiterjs) pays if interest goes 
over budget. 

E. The Board and management shall monitor o: erdisbursed consiruction loans and, except 
for legally binding commitments existing 25 of the date of this Agreement, require 
borrowen to pay interest out of pocket, if interest expense exceeds original projections or 
if construction is significanrly delayed. 

F. No later than July 31, 2000, the Board and management shall restructure the 
Association's loan ofice approval authorit). :o preclude the poling of authorit); ieveis 
and decrease the amount of lending authoriy previously @anted to loan ofiicen. The 
Board and management shall establish loan approval authority for each loan ofEcer based 
on his or her training, experience, position, and the type of loan. 
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G. No later than July 31, 2000, the Board and manasement shall piace the {oars to D ~ C O  
Custom Butlders, Inc , on nonaccmal status and reverse an) accrued Interest -ecei\a3e 
recorded as ofthe date of t h ~ s  Agreement related to these ioans 

H. KO later than Aupst  3.1. 2000, the Board and management shall establish fomal 
procedures to document the undemriting analysis and approval of all high-nsk loans and 
lines of credit. These procedures should include rhe creation of a credit mezo, \&ch 
summarizes the financial condition of the borrowefls), identifies the loan collatml, 
describes the terms of the loan, analyzes sources of repayment, and ident:iies K-ho 
approved the loan. 

5 Lending Limits 

A No later than August 3 l ,  2000, the Board and management shall mplement procedures to 
document compl~ance -.\-ith the loans-to-one borrower Itmlts, whenever the total 
outstanding loans-to-one-borrouer exceeds 5500,000 

8. No later than December 31, 2000, the Board and management shall eliminate 'h e 1 oam- 
to-one-borrower violations involving Victor E. Bonuchi 11 and Roger G. Crowley. Tne 
OTS shall consider extending such timeframe upon the Association's sho&n_o that I: is 
taking reasonable and appropriate actions to eliminate the violations. 

C. No later than August 3 1 ,  2000, the Board and management shall implement procedures to 
track and report loans in excess of supervisory loan-to-value limits set forth at 12 C.F.R. 
Section 560.101 

0. Except for the funding of legally binding commitments existing as of May 12, 2000. the 
Association shall refrain from making any loan commitments with new bedden or 
subdivision developmenrs until it receives prior written notice of no objection From the 
OTS. 

E. Except for the funding of iegally binding commitments existing as of May 12.3000. the 
Association is prohibited from increasing the number of ioans to current bxlders or 
subdivision developments without the pnor written notice of no objection from the OTS. 

f No later than August 31._'000, the Board shall approve maximum dollar Irm~ts as ueii as 
maxlmum numbers of speculat~ve construction loans for each burlder, sc5dt\ts:on 
development, and larse borrouer 

6 Internal Audit 

A No later than September 30, 2600, the Board and management shall perform adequate 
rntemal audit procedures related to informar~on systems 
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6. NO later than September 30, 2000. the Board and management shall update the 
Association's internal aud~t policy:pro!gam to address current areas of nsk. tnciudtng, but 
not limited to. higher-risk lending. 

ContingencviDisaster Recovery Plan 

No later than September 30. 2000, the Board and management shall update the Assoctation's 
conttngencyidtsaster recoverl; plan and microcomputer pollcy to address current operations. 

Growth Restrictions 

The Associat~on shail cornpic ~ 7 t h  the growth restncttons set fonh in Regulatory Bulletin 3b, 
dated November 26, 1996, except for the fundtng of legall? btndtng cornmttments exmng as 
of May 12,2000 

A. No later than September 30, 2000, the Board and management shall revise the 
Association's bonus plan to conform with the requirements of Regulator)? Bulletin 27a, 
dated 'March 5, 1993. which includes the review of executive compensation. No 
payments shall be made under the bonus plan until it has been revised to conform to such 
requirements. 

B. No later than September 30, 2000, the Board shall implement procedures to ensure that 
board minutes UIII  fully address issues, which the Board is required by regulations to 
address. 

10 Transactions with Affiliates and Subsidiaries 

In accordance with 12 C.F.R. Section 563.41(e), the Association shall make and retain 
records retlecting transactions with affiliates and subsidiaries (and wrth unaffiliated panies to 
the extent that the proceeds of a transaction benefit an affiliate) and provide prior notice to 
OTS of all such transactions in excess of 5100,000. 

A No later than August 31, 2000, rhe Board and manasemem shall establish cash flow 
budgettng which addresses loan fundtne 

B. No later than Au-mt 31, 2000, the Board shail establish budgeting procedures which 
ensure that 

(I) the loan department provides cash flow estmatrs on a weekly, monthly, and 
quarterl! basis u ~ t h  such estimates to be rncorporated into the Assoc~ation's cash 
budgems process. and 
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($1) management paforms cash 60% budgettng for one month and m e e  mczh 
penods in the fliture 

12 Caoital Distributions 

The Association shall refrain from making capmi distributions until it bas filed an 
application with the OTS pursuant to I 2  C F.R. Section 563.143 and received C'TS approval 
to do so. 

13 Director Resoonsibilihj 

Notwithstanding the requirements of this Agreement that the Board submit vmous maaen 
to the Regional Director for the purpose of recewing his approi-al, non-objection or notice of 
acceptability, such regutllatory oversight does not derosate or supplant each individi?al 
member's continuing fiduciary duty The Board has the ultimate respmsibility for 
overseeing the Association's safe and sound operation at all times, including compliance 
with the Regional Director's determinations. 

14. Compliance with Agreement 

A. The Board and officers of the Association shall take immediate action to ensure the 
Association's compliance with the terms of this Agreement and shall take ali necessa? or 
appropriate actions thereafter to ensure the Association's compliance with Cke provisions 
of this Agreement. 

B Each quarter, the Board shall undenake a dillgent inqulr) to confirm the .%ssoctation's 
compliance wlrh each provision of t h ~ s  .4greement 

C. Each quarter, the Board shall adopt a resolution I the Compiiance Resolutior. I anesrins to 
the Association's compliance with rhis Agreement. if the Board dererrnines the 
Association was not in full comptiance, the Compliance Resolution sha!: include !ne 
reasons for non-compliance. 

D. The board minutes shall set fonh the following information regarding each Compliarxe 
Resolution: ( i )  the identity of each director voting in favor of its adoptioc. and jii; Lie 
identip of each director voting in opposition to its adoption or abstaining from vonng 
thereon. setting fonh each such direcrois reasoning for opposing or absrainir.3. 

E. The Association shall provide to the Regional Director a certified me :opy of ?he 
Compliance Resolutionjs) promptly follo\*ing the Board meeting each q u a n s ,  and in no 
event later than forty days fotiowing &e end of a caiendar quarter. In the event one or 
more Directors do not agree vrith the representations in a Compliance Rsdut ion.  the 
board minutes shall reflect such disagreement. 
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15 Definitioos 

A. All technical words or terms taed in this Ageement for xhich meantngs are not specified 
or otherwise provided by tkr prowions of this Agreement shall, insofar as applicable, 
have meanings as defined rn Chapter V of Title 17 of the Code of Federal Remlations, 
HOLA, FDIA or OTS Memranda. Any such technical \rords or terms used in this 
Directive and undefined in said Code of Federal Remlations, HOLA, FDM, or OTS 
Memoranda shall have meamngs that are in accordance with the best custom and usage in 
the savings and doan tndusn?.. 

B. For purposes of this Agreement, OTS Assistant Directors of the Mjdwest Region are 
deemed to be designees of the Regional Director. Howtver, the Regional Director may 
make other desigations for purposes of this Agreement or othenvise. 

16 Successor Statutes. Regulations, Guidance, Amendments 

Reference tn thts Agreement to provrstons of statutes, regulattons, and OTS Memoranda shall 
include references to all amendments to such provtstons as of the Effectwe Date and 
references to successor provwons as they become applicable 

17 Duration, Termination or Suspension of Agreement 

A. This Agreement shall: (i) become effective upon its execution by OTS, through its 
authorized representative whose signature appears below and (ii) remain in effect until 
terminated, modified or suspended in writing by OTS, acting through its Director or the 
Regional Director (including any authorized designee thereofl. 

B The Regonat Director in hisher sole d~scretion, may, by wntten notice, suspend any or 
all provistons of thts Agreement 

18. Time Limits 

Tlme lmitat~ons for complzance n ~ t h  the terms of thls Agreement run from rhe Effective 
Date. unless othenwse noted 

The Sectron headmgs herern are for conventence only and shall not affect the construmon 
hereof 

20 Separabilitv Clause 

If any court of competent jurisdiction rules any provision in this Agreement to be invalid 
illegal or unenforceable, that decision shall not affect or impair the validiN; legaliv and 
enforceability of the remaining provisions unless the Regional Director in hidher sole 
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discretion determines othenv~se 

21 S o  Violations of Law, Rule, Reeulation or  Policv Statemenr Authorized: OTS Not 
Restricted 

Nothing in this Agreement: i i )  allows the Association to violate any law, rule, regulation, or 
policy statement to which it is subject or (iii restricts OTS from taking such actioncsj that are 
appropriate in fulfilling its responsibilities including, without limitation, any @pe of 
supervisory, enforcement or resolution action that OTS determines to be appropnate. 

22 Successors in IoteresUBenefit 

The terms and provisions of this Agreement shall be binding upon, and inure to the benefit 
of, the parties hereto and rheir successors in interest. Nothing in this Agreemenr. express or 
implied, shall give any person or entity, other than the parties hereto and the Federal Deposit 
Insurance Corporation and their successors, any benefit or any legal or equitable right, 
remedy or claim under this Agreement. 

23. Signature of Directors 

Each Director signing the Agreement anests. by such act, that she or he, bored in favor of the 
resolution, in the form anached to t h ~ s  Agreement, authonzmg the execunon of this 
Agreement by the Assoc~atton 

24. integration Clause 

T h ~ s  Agreement represents the final wntten agreement of the pames and constIMes the sole 
ayeement of the parties, as of the Effective Date, wtth respect to such subject marrer 

25. Enforreabilitv of Agreement 

The Association represents and warrants that this Agreement has been duly authorized. 
executed, and delivered, and constitutes, in accordance with its terms, a valid and binding 
obligation of the Association. The Association acknowledges that &s Agreement is a 
"winen agreement" entered into rvith OTS v.ithtn the meaning of Sectlon 8 of the FDW, 12 
U.S.C. $1818. 
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I S  WITNESS WHEREOF, OTS, acting by and through the Regional Director 
and the Association, in accordance with a duly adopted resolution of its Board (copy 
attached hereto), execute this -4greement as of the Effective Date. 

OFFICE OF THRIFT SUPERVISION THE ASSOCLATION 
By: By: 

L . .  - /Y' 
Name: Frederick R. Casteel 

- 
- 

Name: Dennis Hartman 
Title: Midwest Regional Director Title: Chief Executive Officer, 

Chairman of the Board, & President 

DIRECTORS OF THE ASSOCIATION 

- 

/s/ 
~i rec to r  kodney G. Rounkles 

4 

Director ~ i cha rd  h'.coxr 

- 
- /J/ - A 

Director Robert L. blumondier 

/I! 
Direc'tor Robert E. ~ c ~ r o r e $ ,  



CERTIFIED COPY OF 
RESOLETION OF BOARD OF DIRECTORS 

I, the understgned, bemg :he duly appointed and qualified Secretary of Community 
Bank of Excelsior Springs, a SB. Excelsior Springs, >lissouri (Associatioil) hereoy certlfj as 
follo\~s 

1. A duly called meeting of the Board of Directors of the Assoaation was held on 
l l u l l u f G ; r  q ,2000: 

2. At this meeting a quorum was present and voting throughout; 

3 The following is a m e  copy of resolutions duly adopted b:; the Association's 
Board of Directors, which resolutions have not been rescinded or modified and are now in full 
force and effect: 

WHEREAS, the Board of Directors of the rZssociation wishes to cooperate with OTS 
and demonstrate that s a ~ d  Board and the Association have the intent to: (1) comply sl th all 
applicable laws and regulations and 12) engage in safe and sound practices; and 

WHEREAS the Directors of the Assoctat~on have read and constdered the proposed 
Supenisoff Agreement {Agreement) which shall be attached to the minutes of this meeting, and 

\*BEREAS after due cons~deration. the Directors of the .4ssociation ksve determined to 
cause the Association to enter into the proposed Agreement which is in the best interest of the 
Assoaation: 

NOW TKEREFORE, BE IT RESOLVED, that the Association be and it hereby is 

authorized to enter into the Agreement in the form anached to the mlnutes of the meettng, 

FLXTBER RESOLVED, that the executton and delnery of, and performance of all of 
the provtslons of the Agreement are authorized and approved. 

Fk%THER RESOLVED, that the 'Directors and Offtcers of the Associaiion are 
authorized and directed to execute and deliver the Agreement and to take ail steps necessary or 
appropriate to implement the terms of the Agreement and to cause the Association to comply in 
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ail irspects wtth the terms of the Agreement 

1 All members of the Board of Directors were present and voted at the meeting (except 
) and ail members of the Board of Drectors 
(except -1 voted in favor of the resolutron. 

I?c' WITNESS FVBEREOF, I have hereto subscribed my name and affixed the seal of - the .%sociation on /,i.y;d 5, ,2000. , - i 
,< 4' 

I \ , . _ _ .  
Name: k c < j 2  ,>- dj,< K 

Title: g ,jTLC;ak2 / n2di5. .Ad 
/ 
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