
SUPERVISORY AGREEMENT 

This Supervisory Agreement ("Agreement") is made and is effective 
this 19rh day of ~nvemher 1990 ("Effective Date"), by and between 
Fairfield Savings and Loan Association, Long Grove, Illinois (OTS No. 
3637) ("Fairfield"), for itself and any subsidiary, the Office of 
Thrift Supervision ("OTS") and the Office of the Commissioner of 
Savings and Residential Finance ("Commissioner"). This Agreement has 
been duly authorized, executed, and delivered, and constitutes, in 
accordance with its terms, a valid and binding obligation of 
Fairfield. It is understood and agreed that this Agreement is a 
"written agreement" entered into with the OTS within the meaning of 12 
U.S.C. 55 1818(b)(l) and (i)(2), as amended by the Financial 
Institutions Reform, Recovery, and Enforcement Act of 1989 ("FIRPEA"), 
Pub. L. No. 101-73, §5  902 and 907 (1989). 

WHEREAS, the OTS and the Commissioner are of the opinion, based 
on the results of the Report of Examination as of January 29, 1990 
("Report"), that grounds exist for the initiation of cease and desist 
proceedings against Fairfield by the OTS; and 

WHEREAS, the OTS is willing to forbear at this time from the 
initiation of cease and desist proceedings on the subjects covered by 
this Agreement for so long as Fairfield is in compliance with the 
provisions of this Agreement; and 

WHEREAS, in the interest of regulatory compliance and 
cooperation, Fairfield, by its Board of Directors ("Board"), without 
admitting that grounds for a cease and desist proceeding exist, is 
willing to enter into this Agreement to avoid the initiat:sn of such 
cease and desist proceeding; 

NOW, THEREFORE, in consideration of the above-stated forbearance 
by OTS, it is agreed between the parties hereto as followz 

Statutes and Regulations 

1. Fairfield and its subsidiaries shall not knowingly initiate 
any action which would result in any violation of, or the aiding and 
abetting of any violation of: 

12 C.F.R. Section 563.171.(c); 
12 C.F.R. Section 563.43(1,)(2); a11:.1 
12 C.F.R. Section 563.174(d). 

Recapitalization 

2. Dy December 15, 1990, the Board shall submit a completed 
application for conversion to stock form of ownership with said stock 
conversion bringing the institution into acceptable capital compliance. 
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The Board shall complete the conversion to stock form o~ownership 
within the timeframes contained within the approval of The stock 
conversion application. If the application is withdrawn or denied, 
within 30 days of the withdrawal or denial date, Fairfield shall 
submit a plan for bringing the institution into acceptable capital 
compliance within 120 days. 

Management Study 

3. Within 60 days, the Board shall cond.~ct a study of current 
management and Board supervision presently being pro.~ided to 
Fairfield. The study shall include: 

( a )  the identification of present and future management and 
staffing requirements of each area of Fairfield; 

(b) an evaluation of the ability of current management; 

(c) objectives by which management's effectiveness will be 
measured; 

(d) the need for additions to or deletions from the current 
management team; 

(e) an assessment of whether Board members are receiving 
adequate information on the operation of Fairfield to 
enable them to fulfill their fiduciary responsibilities 
or other responsibilities under law; 

(f) an evaluation of whether Board members are acting 
responsibly and expeditiously in fulfilling their duties 
as directors; 

(g) an evaluation of the extent of responsibility .>f current 
management for present weaknesses in Fairflc-d's 
condition; and 

(h) a plan for management succession. 

4. Within 30 days of the conipletion of the Board's study, the 
Board shall adopt a written plan, wi-th specific time frames, to 
uliminate any deficiencies in Fairfield's management, staffing or in 
supervision of management by the Board. 

5. Copies of the Boarcl's written plan arid the Roar(d's study 
shall be forwarded, when completed, t,.~ l.Ii+- 1 W r ;  Manager and 
Commissioner. In the event the mariagemont p .a t i ,  or any portion 
thereof, is not implemented, the Deal-d shall immediately advise the 
OTS Manager and Commissioner, in writing, of the reasons for deviating 
from the management plan. 
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Conflict of Interest 

6. Within 30 days, the Board shall adopt a written comprehensive 
conflict of interest policy to be applicable to directors, officers, 
employees of Fairfield, and if and when applicable, principal 
shareholders. The Board shall consider the information contained in 
12 C.P.R. Section 571.7 in formulating the policy. At a minimum, the 
conflict of interest policy shall address: 

(a) avoidance of conflicts of interest and the appearance of 
conflicts of interest, and of breaches of fiduciary duty; 

(b) disclosure of actual and potential conflicts of interest to 
the Board, as well as, periodic disclosure of "related 
interests" as defined by 12 C.F.R. Part 215.2(k); and 

) requirements for arms-length dealing and documentation of aqy 
transactions involving payment of fees by Fairfield or any of 
its subsidiaries f?r services cr goods fror an affiliated 
person or affililtel pcrscn related >rganizarion. 

T!;e policy shall also provide that the totcl amount of 
securities transactions beiween Fairfiel? and any family me~bers or 
in-iuws of affiliated pers3ns shall n o t  ::xcee,:l 2 5 %  cf the t3cai of 
Fairfield's annual dollar of securities without the prior 
%ritten approval of the OTS Manager and Coanissioner. 

8. Upon adoption, Fairfield shall forward a copy of this 
conflict of interest policy to the OTS Manager and Conmissisner for 
their review and shall adhere to it in ail respects, incluSing 
bringing any existing relationships or transactions ?,sixsen Tairfield 
and its directors or officers into conformance with the policy. 

Business Plan 

9. The three-year business plan to be submitted w i + h  eke 
conversion application shall include a projection of majcsr Lalance 
sheet and income statement components, and shall provide f - 5  
injections of equity capital. The business plan shall <:Lsr inciude a 
written profit plan and a detailed budget. Specifically, the plan 
shall describe Fairfield's objectives for improving earnings, 
contemplated strategies and major capital expenditures required to 
achieve those objectives. The Board shall also establish procedures 
to monitor, on at least a quarterly basis, Fairfield's actual results 
against the projections and to provide for appropriate adj1,rstments to 
tile budget and profit plan. 

10. The plan, and the quarterly nlonitor i n g  results, shall be 
snbmittetl to the OTS Managor and the Commissioner for revrew. 
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11. The Board shall take such necessary measures to reduce the 
ratio of operating expense to average assets to the levels contained 
in the approved business plan. If for any quarter, the specxtisd 
level is not met, Fairfield shall, within 30 days alter'the end of the 
quarter, provide to the OTS 3anager and Commissioner a written notice 
explaning the reason(s) for not achieving the specified ratlo and a 
plan for bringing the ratio to an acceptable level within slx months. 

These measures are to include, but not be limited to, procedures for 
the board's review and approval of business expenses. Additionally, 
the Board shall not allow any Eurther charging of personal expenses to 
the institution. Cnly those expenses which are directly attributable 
to the institution's business may be allowed with proper 
documentation. A copy of the Board's plan in these areas shall be 
forwarded to the OTS Manager and the Coirmissioner. 

Funds Manaqement Policy 

12. Within 30 days, the Board shall review and rsvise Fairfield's 
funds manaqement policy. The policy shall contain the basic elements 
of a sound asset/liabiiity policy 3s described in 12 C.F.R. Parts 
571..3, 566.1, and 566.2, and Thrift Bulletin 13, dated January 26, 
1'189. The policy shall provi-3e for a cour3inated assec/liability 
management strategy and, at a minimum, address: 

(a) limits to be placed on the degree of imbalanre in 
Fairfield's rate sensitive position; 

(b) limits on the minimum/maximum average maturities for 
different categories of assets and liabiliii-r: 

(c) a timetable, not to exceed one year, for ~euucing 
Fairfield's interest rate r ~ s k  exposure to an acceptable 
level; 

(d) procedures which enable the Board and man:vpm-nt to 
monitor Fairfield's liquidity position and maintain 
liquidity at an adequate level; 

(e) limits on the minimum acceptable rate diffrrontial 
between liability cost and asset yield on new k,us~ness; 

( f ) measures to improve net intex-est earnings ; 

(g) the nature, extent, and p~~rpose n f  ~itlrfiel~l's 
borrowings ; and 

(h) periodic reviews of Fai.rfie1.d'~ aclherence to the pol.icy. 
This includes an interest rate risk analysis report 
( "analysis report " ) that shal.1 be submitted quarterly to 
the Board. This report shall, st a minimum, compare 
Fairfield's current levels of interest rate risk versus 
those authorized as acceptable by the Board. 
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2 3 .  Upon r e v i s i o n  o f  t h e  funds  management p o l i c y ,  F a i r f i e l d  s h a l l  
s u b m i t  it t o  t h e  OTS Manager and Commissioner  f o r  r e v i e w  ana  comment 
and s h a l l  a d h e r e  t o  i t  i n  a l l  r e s p e c t s .  

Inves tmen t  P o l i c y  

1 4 .  Wi th in  30 d a y s ,  t h e  Board s h a l l  r e v i e w  and r e v i s e  F a i r f i e l d ' s  
i n v e s t m e n t  p o l i c y .  The p o l i c y  s h a l l  c o n c a i n  t h e  b a s i c  e l e m e n t s  of a  
sound i n v e s t m e n t  p o l i c y  a s  d e s c r i b e d  i n  12 C . F . R .  P a r t  571.19 and 
T h r i f t  B u l l e t i n  4 1 ,  d a t e d  December 2 9 ,  1989.  A t  minimum t h e  p o l i c y  
s h a l l  i n c l u d e :  

( a )  an i n v e s t m e n t  p o r t f o l i o  s t r a t e g y  which i s  c o n s i s t e n t  w i t h  
Board approvod a s s e t  and l i a b i l i t i e s  p o l i c i e s ;  

( b )  i n d i v i d u a l  and commit tee  i n v e s t m e n t  p o r t f o l i o  p u r c h a s e  
and sa le  a u t h o r i t y ;  

( c )  a p p r o v a l  p r o c e d u r e s  which s h o u l d  i n c l u d e  d o l l a r  s i z e  
l i m i t s ,  q u a l i t y  l i m i t a t i o n s ,  m a t u r i t y  l i m i t a t i o n s ,  and 
c o n c e n t r a t i o n  o r  d i v e r s i f i c a t i o n  g u i d e l i n e s ;  

( d )  p e r i o d i c  r e p o r t s  t o  and appro-:al by t he  Board Czr s!l 
i n v e s t m e n t  p o r t f o l i o  p u r c h a s e s  a n d  s a l e s  and s t r a t e g y  
changes ;  and 

(e) monthly r e v i ~ w  by t h e  Board of  F a i r f i e l d ' s  invest i i ient  
p o r t f o l i o  a c t i v i t y  t o  e n s u r e  a d h e r e n c e  t o  t h e  i n v e s t m e n t  
p o l i c y  and t o  a p p l i c a b l e  t h r i f t  and  s e c u r i t i e s  lax5 ,.:nu 
r e g u l a t i o n s .  

1 5 .  The i n v e s t m e n t  p o l i c y  s h a l l  a l s o  p r o v i d e  t h a t  n-3 z r l l i n g  
a c t i v i t i e s  a r e  t o  o c c u r  w i t h o u t  p r i o r  a p p r o v a l  from t h e  OTS Xanager 
and Commissioner,  which a p p r o v a l  s h a l l  n o t  be  u n r e a s n ? i 5 i y  _Lthheld  

15 .  The r e v i s e d  i n v e s t m e n t  p o l i c y  s h a l l  be i.mrLz?-.lte.-: :and a copy 
s h a l l  be  forwarded  t o  t h e  OTS i.!anager and  Commissiorit.r f ~ r  r n v i e w .  

1 7 .  N e i t h e r  F a i r f i e l d  n o r  any o f  i t s  s u b s i d i a r i e s  s i i a i i  e n t e r  
i n t o  any  a r t i f i c i a l  o r  s y n t h e t i c  hedging  t r a n s a c t i o n s  u s i n n  f i n a n c i a l  
i t ~ s t r u n i e n t s ,  f u t u r e s  o r  o p t i o n s ,  u n l l s s  p r i o r  w r i t t e n  a p p r c ~ v a l  i s  
I - ~ q ~ i e s t e d  and r e c e i v e d  from t:li$ OTS EMana7i.c and  Ccrnni i ss i i~nr r ,  which 
a p p r u v a i  s h a l l  n o t  be uriueilsoirab1.y w i . t i i l i ~ z l , . l .  Approval  wi.1.l. riot be 
(jrar!teri r m l e s s  F a i r f i e l d  h;ls s ! i im i . r+e i i  a i r ~ t : f i i d ~ t i  pl.an, i~ncluci ing 
p o l i c i e s  and p r o c e d u r e s ,  t h a t  s u p p o r t s  i t s  hedg ing  r e q u e s t .  
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Criticized Assets 

18. Within 30 days, t.he Board shall adopt a written plan for the 
disposition of the real estate investment known as 0lym6ia fields 
wi-thin applicable regulations. A copy of that plan shall be forwarded 
to the OTS Manager and Commissioner. 

19. The Board, or a delegated Committee thereof, shall conduct a 
review, on at least a quarterly basis, to determine: 

(a) the status of the Olympia Fields investment; 

(b) management's adherence to the board adopted plan for 
disposition; and 

(c) the need to revise the plan or take alternative action 

20. A copy of the quarterly review shall be forwarded to the 3TS 
Manager and Commissioner within 30 days of the review date. 

Closings 

21. (a) Although the Board is by this Agreement required to 
submit certain prnposed actions and programs for the 
review or approval of the OTS Manager and Commissioner, 
the Board has the ultimate responsibility for proper and 
sound management of Fairfield. 

(b) It is expressly and clearly understood that if, at any 
time, the OTS or Commissioner deems it aqcssr-i?.+:n :n 
fulfilling tiie lawful responsibilities pl.!cr+d. -:nn ;ha1 
by the several 1.aws of the United States c: ;iri:sz~ca 
and/or the State of Illinois to undertake any lawful 
action affecting Pairfield, nothing in thie A,::reement 
shall in any way inhibit, estop, bar, or othecaise 
prevent the OTS or Commissioner from doinn c z .  

(c) Any time limitations imposed by this Agrwment shall 
begin to run from the effective date of :>.is ;::reement. 
Such time limitations may be extended by t he  : :.lanager 
and the Comirrissioner for good cause upon wri:.. .:I 

application by the Board. 

i d )  All technical words or terms used in t.his Aq$:eement, for 
which meanings are not specified or otherwis? provided by 
the provisirsns ~t t.llis Aqreeir~-t~t:, shall, i nso F a r  a s  
applicable, hav* rueaiiinys as ~i~~fin~xl in tll.3 rirles and 
regulations adopted hy the OTS (in~:lucling, wi.thout 
1imi.tation 1.2 C.F.R. Pact 500.1 et x., Part 54 1 . 1  et 
3.. and Part 561.1 et 9. 1 1 9 8 6 ) ) .  Any such technical 
words or terms used inthis Agreement and rirlcietined in 
said rules and regulations shall have meaninys that 
accord with the best custom and usage in the thrift 
industry. 



( e )  T h e  terms a n d  p r o v i s i o n s  o f  t h i s  A g r e e m e n t  s h a l l  b e  
b i n d i n g  u p o n ,  a n d  i n u r e  t o  t h e  b e n e f i t  o f ,  t h e  p a r t i e s  
h e r e t o  a n d  t h e i r  s u c c e s s o r s  i n  i n t e r e s t .  

2 2 .  T h i s  Agreemen t  s h a l l  r e m a i n  i n  e f f e c t  u n t i l  t e r m i n a t e d ,  
m o d i f i e d ,  o r  s u s p e n d e d  b y  t h e  OTS, a c t i n g  t h r o u g h  t h e  D i s t r i c i  
D i r e c t o r  a t  t h e  C h i c a g o  Dis t r ic t  a n d  t h e  C o m m i s s i o n e r .  T h e  D i s t r i c t  
Director a n d  t h e  C o m m i s s i o n e r ,  j o i n t l y ,  may s u s p e n d ,  i n  t h e i r  sole 
d i s c r e t i o n ,  a n y  or  a l l  p r o v i s i o n s  o f  t h i s  A g r e e m e n t  a t  a n y  t i m e .  

I N  WITNESS WHEREOF, t h e  OTS, a c t i n g  t h r o u g h  i t s  Di s t r i c t  
D i r e c t o r ,  t h e  C o m m i s s i o n e r  a n d  F a i r f i e l d ,  b y  i t s  b o a r d  o f  d i r e c t o r s ,  
h a v e  e x e c u t e d  t h i s  A g r e e m e n t  o n  t h e  d a t e  f i r s t  a b o v e  w r i t t e n .  

THE OFFICE OF THRIFT SUPERVISION 

C h i c a g o ,  I l l i n o i s  

Dis t r ic t  ~ i r e c f i  

OFFICE OF THE COMMISSIO8ER OF SAVILIGS 
AND RESIDENTIAL FINANCE 

STATE OF ILLINOIS 

By: 
J o h n  D .  S e y m o u r  , 
C o m m i s s i o n e r  

FAIRFIELD SAVINGS AND LOAN ASStXIATION 
Long G r o v e ,  I l l i n o i s  

Director - 
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By: 

By: 

. 
W i l l i a m  B. O ' C o n n e l l  
D i r e c t o r  

F .  G r e g o r y  O p e l k a  
Director - 

By: 
~ u q e r i e  W .  P i l a w s k i  

By: 
Walter E .  P o w e r s  
D i r e c t o r  


