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J;This Supervisory Agreement ("Agreement") is made and is effective this

— day of OcFober , 1389, hy and between Sun Savings Bank,
Fort Dodge, Towa, OTS No., 7162 ("Institution"), and the Office of Thrift
Supervision ("0TS"). This Agreement has been duly authorized, executed, and
delivered, and constitutes, in accordance with its terms, a valid and binding
obligation of the Imstitution, It is understood and agreed that this Agreement
is a "written agreement entered into with the OTS" within the meaning of
12 0.5.C. § 1818{1)y and (i}, as amended,

WHBREAS, the bpard of dirvectors of the Iastitution has reviewed the
operations and financial condition of the Institution and finds that the present
condition of the Tnstitution justifies and requires extraovrdinary action by the
directors of the Institution for the benefit of the Institulion and its
depositors, other creditoyvs, and borrowers; and

WHEREAS, the Tnstitution's board of directors acknowledges the interest,
vights, powers, and authority of the OTS with respect to the Institution under
the statutes and regulations that govern the operations of the Institution; and

VHEREAS, the OTS is of the gpinion that the Institution has engaged in
certain aets awl practices in conducting the business of the Institution which
would provide grounds for the initiation of cease and desist proceedings against
the Instituticn by the 0TS and

WHERFAS, in the interest of vegulatory compliance and cooperation, the
Institution is willing to enter inte this Agreement to avoeid the dinitiation of
such cease and desgist proceedings; and '

WIERBAS, the OTS is willing to forbear at this time from the initiation of
cease and desist proceedings covered by this Agreement for so long as the
Institution is in compliance with this Agreement.

NOW, THEREFORE, in consideration of the OTS5' above-stated forbearance, it
is agreed Between the parties hereto as follows:

1. For the purposes of this paragraph 1, the'following definitions shall
apply: a "set" is a group of loans, participations, investments,
securities, or other asseis velated by being sold or pledged to, purchased
from, or exchanged with single persons, entities, or institutions acting
acquive, guarantee, vefinmance, modify, or to cowmmit to do any of these;
"transfer” means to sell, pledge, exchange, or to commit to do any of
these; "yeal estate investment' means the book value of real estate
purchased, acquired, or owned in any manner, inclusive of any expenditures .
incurred in commection with holding or improving such real estate, where
gross book value equals book value
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before adjustment for any loss reserves or allowances; a "home" is a single
family dwelling unit{s) for four (4) or fewer families in the aggregate; '
"immediate family" means (whether by full or half blood or by adoption):
(a) such person's spouse, father, mother, children, brothers, sisters, and
grandchildren; (b) the father, mother, brothers, and sisters of such
person’s spouse; and (c) the spouse of a child, brother, or sister of such
person,

Except for existing legally binding commitments and investments that
qnalify as liguid assets under Section 6 of the Home Owners' Loan Act
{PHOLAY) as amended by the Financial Institutions Reform, Recovery, and
Enforcement Act of 1989, Public Law No. 101-73 ("FIRREA"), without prior
yritten approval of the Agent, the Institution shall not, and shall not
allow any subsidiary that is wholly owned or majority owned or controlled
by the Institution to:

a. engage in forward commitments, futures transactions, or financial
options transactions as defined in 12 C.F.R., §§ 563.,17-3, 563.17-4,
563,175 (1989};

b, invest in any loans or contracts secured by real estate or
participations therein (including any acquisition, construction and
development loans) or any set of such loans oy participations, except
ioans made at current marvket interest rates and terms and secured by
property located within the Institution's local community or
commmities as delineated by the Institution's Comminity Reinvestment
Act Statement as of October 6, 1989 ("CRA Statement'), which are:

{1} to finance the bona fide purchase or custom construction of homes
secured by firvst liens on such homes and that do not exceed one
hundred fifty thousand dollars ($150,000), er

{2} to refinance loans on existing homes sSecured by first liens on such
homes and that do not exceed one hundred fifty thousand dollars
{5150,000), or

(1) secured by second liens on existing homes and that do not exceed.
twenty five thousand dollars (§25,000), or

(4) to Tinance vyesidential real estate other than a home if such loan
daes not exceed either one hundred fifty thousand dollars
(3150,000) or the limitations contained in § 5{(u) of the HOLA as
amended by the FIRREA, whichever is less, or

{5) te finance nonresidential real estate if such loan does not exceed
either one hundred thousand dollars ($100,000) or the limitations
contained in § 5{u) of the HOLA as amended by the FIRREA, whichever
is less, '

¢, purchase any loan;

d, dnvest in any loan in which any member of John Foley's immediate family
is ar obligory oy has any financial interest;
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invest in any real estate investment or set of such investments. - This
provision does not apply to acquiring title to real estate by
foreclosure;

transfer any real estate investment or set of such investments unless
such transfer would not exceed one hundred thousand dollars ($100,000);

make or incur any capital improvement expenditures in connection with
holding or improving any real estate investment unless such expenditure
is in compliance with 12 C.F.R. § 563.9-8 (1989), The Imstitution
acknowledges that expenditures for capital improvements to real estate
owned ave “investments in real estate" pursuant to 12 C,F.R, § 563.9-8
{1983), The term "capital improvement expenditures' as used in this
subparagraph does not include ordinmary repairs and maintenance oy
accrued interest expense;

invest in or transfer any security or set of securities except
mortgage-backed securities issued by the Fedeyal Home Loan Movtgage
Corporation, Govermment National Mortgage Association, or the Federal
National Mortgage Assoclation;

transfer any lpan secured by real egtate or participation therein or
any sel of such loans or participations;

invest din or transfer commercial loans or letters of credit, whether
secured nr unsecured, with a book value in excess of either one hundred
thousand dollars ($100,000) or the limitations of Section 5(u) of HOLA
as amended by the FIRREA, whichever is less;

invest in the savings accounts of any financial institution unless such
accounts are fully insured by an agency of the federal government and
have a term to maturity of less than one (1} vyear;

invest in or transfer any consumer, education, or home improvement
loans or set of such loans except for loans made to borrowers vresiding
within the Institution's local community or commuinities as delineated
by the Institution's CRA Statement and which do not exceed twenty five
thousand dollars {($25,000);

borrow any money other than from a Federal Home Loan Bank;

enter into any contract for the purchase of real estate or any interest
thereiyn except in the usual and ordinary course of business;

entey into any joint venture agreéments;

except for individual merit increases in accovdance with 1ts standard
personnel policy adopted prior to the effective date of this Agreement
and normal periodic employee salary and wage increases scheduled prior
to the effective date of this Agreement and that comply with 12 C.F.R,
§ 563,17 (1989), and OTS Memorandum R-42, make any increase in the rate
of compensation to any of its directors, officers, employees, agents,
or other representatives, oy agree to do so., Notwithstanding any other
provision of this subparagraph, the Institution may increase the
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compensation of non-officer employees if the compensation of such
employee before any increase does not exceed twenty-five thousand
dollars ($25,000) and the apgregate increase or increases for any
employee do not exceed five percent (5%} of the total annual
compensation paid to such person during any calendar year;

¢. employ or appoint any person to serve as an officer, director, or

senior manageyr who is not so empleoyed or appointed as of the effective
date of this Agreement; employ any members of John Foley's immediate
family; employ any person at a vate of compensation which, on an
annualized basis, exceeds twenty~five thousand dollars (325,000) per
year; employ any person pursuani to an agreement that is not terminable
at the will of the employer and that otherwise does not comply with 12
C.P.R. § 563.39 (1989); or enter into or amend or renew any colleclive
bargaining agreements, pension oy profit sharing, bonus, severance pay,
retirement, fringe benefit, or other employee benefit plans, or other
employnent contracts with any employee, director, or officer;

v, enter into, renew ar revise any contracinal arrangement with any
aofficer, director, controlling person, affiliate, subsidiary,
affiliated person, or agent for or of the institution or any of its
subsidiaries;

5. invest in any service corporvation or any subsidiary thereof or finance
subsidiary., For the purposes of this subpavagraph, "invest in'" shall
include, but is not limited to, the making of investments in securities
issued by such entities, and the extensions of credit to, or the
guavanteeing of the debt of, such entities;

t. enter iwnto any purchase or repurchase agreement obligation arising from
a transfer of government securities except as may otherwise he
permitted by this Agreement;

u, raduce the amount of any specifiec or general reserve established

pursuant to the provisions of 12 C.,F.R. § 561.16¢c (1989);

v, declare or pay cash or stock dividends on common oy preferred stock, -if
in the stock form of organization; and

w, pay any bonus to any officer, emplovee, stockholder, or director of the
Institution or to any other institution affiliated party,

L

Growth

Except with the specific written approval of the Agent, the Institution
shall nol increase its liabilities during any calenday quarter in an amount
exceeding the amount of interest expensed on savings accounts during such
guarter (oy, in the case of share accounts, earnings credited) plus the
amount necessary to fund during the quarter any loans-in-process
obligations or legally binding commitments existing as of Octobey 16, 1989.

Within thirty (30) days after the execution of this Agreement, the
Institution shall provide to the Agent a list of all loans-in-process
obligations and legally binding commitments that exist as of Octoher 16,
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1989, and provide a schedule of the monthly estimated disbursements for
outstanding commitments and loans-in-process obligations.

The list of commitments shall include:

a. the type of commitment;

b, the date of commitment;

c. the total amount;

¢, the identity of the borroweyr;

¢, the identity of the seller, if applicable;
f. the effective date;

g, the date of anticipated funding.

The Institution shall submit with this list a written opinion from
independent legal counsel that he/she has reviewed the terms of each
commitment in excess of two hundred fifty thousand dollars ($250,000) and
that addresses whether such commitment constitutes a legally binding
ohligation of the Institution that could be enforced in a court of law by
the party to whom the commitment is made,

Specific Reserves

The Institution and any service corporation or subsidiary thereof shall
make adjustments to the book value of any asset in the amount and at such
time as directed by the Agent. Such adjustment, unless otherwise directed
hy the Agent, shall be made by establishing and maintaining a specific

3.

yeseryrve.,
Data Processing
&,

The Agzent shall have the authority to waive any notice that is required by
contract to be given to the Institution by any provider of data processing
services in connection with a request for information contained in the
computer files made by either an Agent or any other representative of the
Federal Deposit Insurance Corperation ("FDICY") or OTS.

Arbitration

5.

The Institution or its subsidiaries shall not initiate any litigation
against any institution insured by Savings Association Insurance Fund
{("SAIF") for which the OTS or FDIC has been appointed receiver or
conservator, or that is operating under the Management Consignment Program,

or that is subject to the terms of a consent agreement, supeyvisory

agreement, or other similar supervisory controls. In the event of a
dispute between the Institution and an institution for which the 0TS or
FDIC has heen appointed rveceiver, the Tnstitution shall present its claim
to the receiver through the administrative claims procedure pursuant to

12 C.F.R. Part 575. If dissatisfied with the decision of the receiver, the
Institution may appeal the matter to the 0TS, whose decision the
Institution shall accept.

In the event of a dispute between the Institution and any other
institution{s) in the above-described categories, the business decision
makers of each institution are to first pursue good Taith efforts toward a



negobiated settlement of the dispute., If the institutions are unable to
reach a negotiated settlement, the Institution hereby agrees to submit the
dispute for binding arbitration pursuant to the Rules of the OIS
Arbitration Program and to sipn an agreement to arbitrate in the form
attached as Bxhibit A, The Institution further agrees that it will accept
the arbitration award as a final resolution of the dispute, that it will
not challenge or contest the award, and that it will censent to the
jurisdiction of any court in which judgment on the arbitration award is
entered,

The Institution further agrees to notify the Agent within ten (10) days of
the date it hecomes involved in any of the above described suits,

Martgage Derivatives

6. The Institution is prohibited from investing in high risk mortgage
derivative products and mortgage swaps. [Foy the purposes of this
subparagraph, the term "high risk mortgage derivative products and mortgage
swaps" shall have the meaning as set out in OTS Thrift Bulletin 12 and its
appendices oy any successor bulletin,

Fiduciary Responsibility

7. Within thirty (30) days of the effective date of this Agrveement, each
member of the board of directors of the Institution shall review OTS
Memorandum R-62 and submit to the Agent his/her statement that he/she has
performed such review. Any board members elected to an initial texm after
the effective date of this Agrveement shall submit within thirty (30) days
of election a statement that he/she has reviewed 0TS Memorandum R-62,

Business aml Capital Plans

B. The Institution shall prepare, adopt, and submit no later than sixty (60)
days after publication of the final regulations on the minimum capital
requirements under FIRREA for review and approval by the Agent, a written
business plan that specifically includes a capital plan to bring the
Institution into compliance with Section 5{(t} of HOLA as amended by FIRREA,
Specifically, the capital plan must at a minimum:

a, Address the need for increased capital;

b. DPescribe the manner in which the Institution will increase capital to
be in compliance with Section 5(t};

c¢. Specify the types and levels of activities in which the association
will engage;

d. Reguire that any increase in assets must be accompanied by an increase
in tangibhle capital of at least the percentage required under the
leverage ratin then in effect; and

2. Regquire that any increase in assets must be accompanied by an increase
in capital of at least the percentage vequired under the risk-based
capital standard then in effect.
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The business plan should contain thirty-six (36) months' financial
projections (longer if necessary to show compliance) and a budget with
respect to the overall operations of the Institution and shall comply in
all respects with the requirements of Sections 5{(s) and {(v) of the HNOLA as
amended by FIRREA and any regulations promulgated pursuvant thereto., The
Institution hereby agrees to make all revisions to the business plan that
are vequired by the Agent and to comply with the business plan, including
all revisions thereto,

Monitoring Capital Plan

g, The board of directors of the Imstitution shall adopt a resalution
appointing a senior officer or officers and a board member, who is not an
afficer of the Institution, to be responsible for monitoring on a manthly
basis the Institution's regulatory capital and its compliance with the
capital plan prepared, adopted, and approved pursuant to paragraph 8. A
copy of the hoard of directors' resolution shall be submitted to and
received by the Agent no later than January 6, 1990. Further, the
Institution shall prepave a detailed report on its compliance with said
capital plan and its progress in meeling its regulatory capital
requirement. This report shall be reviewed and approved by a majority of
the directors and a copy shall be submitted by the Institution to, and
received by, the Agent no later than the tenth (10th} day following the end
of each calendar quartey, Preparation, approval, and submission of this
report shall continue until this Agreement is terminated.

Uninsured Deposits

10, The Institution shall use its best efforts to discourage the acceptance oy
renewal of any uninsured deposit.

Attendance at Conventions, Conferences, Meetings, oy Seminars

11. Officers and Directors of the Institution shall not attend conventions,
conferences, meetings, or seminars at the expense of the Institution
without the prior written approval of the Agent.

Brokered Deposits

12, Within thirty (30) days of the effective date of this Agreement, the board
of directors shall submit to the aAgent for review and approval a plan to
ensure compliance with the limitations conceyrning acceplavnce of brokered
deposits as set out in Section 224 of the FIRREA. The Institution shall
make any changes to the plan requested in writing by the Agent and shall
comply with the plan for the term of this Agreement.

Fidelity Bond Coverage

13. The Institution shall provide a written report to the Agent summarizing its
efforts to obtain a fidelity bond complying with the provisions of
12 C.FP.R, 563.19{a) by the tenth (10th}) day following the end of each
calendar guarter,
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Board of Directors

14. The Institution's hoard of directors shall met at least ance in each
calendar month,

tindefined Words oy Terms

15. All technical words or terms used in this Agreement, fory which meanings are
not specified or otherwise provided by the provisions of this Agreement,
shall, insofar as applicable, have meanings as defined in Chapter V of
Title 12 of the Code of Federal Regulations, any such technical words or
terms used in this Agreement and undefined in said Code of Federal
Regulations shall have meanings that accord with the best custom and usage
in the savinzs and loan industyy,

14. The terms and provisions of this Agreement shall be binding upon, and inure
to the benefit of, the parties hereto and their successors in interest.

Termination

17. This Agreement shall vemain in effect until terminated by the 0TS, acting
thyovgh its Agent. The Agent will consider written requests for
termination o6f the Agreement, if, in his/her opinion, the Institution has
complied with the terms of this Agreement for two {2) vears and is in
compliance with regulatofy capital requirements,

IN WITNESS WHERLODF, the parties have executed this Agreement individually
or by their duly designated agent.
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EXHIBIT A

AGRFEMENT TO ARBITRATE

We, the undersigned parties, hereby agree to submit to arbitration under

the Rules of the Avbitration Program the following controversy: {cite briefly},

We further agree that the above controversy he submitted to Arbitrator{s)
selected from the National Panel of Arbitrators for use in savings and loan
disputes, We further agree that we will faithfully observe this agreement and
the Rules; that we will, without delay, comply with any and all Ordeys and

decisions of the Arbitrator(s); that we will abide by and perform any award

rendered by the Arbitrator{s); that we will accept the award as a final

resoiation of the controversy; that we will not challenge or contest the award;

and, that a judgment of a Court having jurisdiction may be immediately entevred

upon the award and executed,




