
SUPERVISORY AGREEMENT 

,(;This S u p e r v i s o r y  Agreement ("Agreement") is made and is e f f e c t i v e  t h i s  
31- day of: -- OLJ-L-P , 1989, hy and between Sun Sav ings  Bank, 
F o r t  Dodge, Iowa, OTS No. 7162 ( " I n s t i t u t i o n " ) ,  and t h e  O f f i c e  o f  T h r i f t  
S u p e r v i s i o n  ("O'I'S"). T h i s  Agreement h a s  been du1.y a u t h o r i z e d ,  e x e c u t e d ,  and 
d e l i v e r e d ,  and c o n s t i t u t e s ,  i n  accordance w i t h  i ts  t e r m s ,  a  v a l i d  and b i n d i n g  
o b l i g a t i o n  of t h e  i n s t i t u t i o n .  I t  is unders tood and agreed t h a t  t h i s  Agreement 
is a " w r i t t e n  agreement e n t e r e d  i n t o  w i t h  t h e  OTS" w i t h i n  t h e  meaning of  
12 U.S.C. 5 1518(i1) and ( i ) ,  a s  amended. 

WIIERW, tlic h a r d  of  d i r e c t o r s  of t h e  I n s t i t u t i o n  h a s  reviewed t h e  
operations and f i n a n c i a l  condi . t ion  of t h e  I n s t i t u t i o n  and f i n d s  t h a t  t h e  p r e s e n t  
condi t . ion  o f  t h e  i n s t i t u t i o n  j u s t i . f i e s  and r e q u i r e s  e x t r a o r d i n a r y  a c t i o n  by t h e  
d i r e c t o r s  of t h e  : n s t i t u t i o n  f o r  t h e  b e n e f i t  of t h e  I n s t i t n t i o n  and its 
d c p o s - i t o r s ,  o t l ~ e r  c r e d i t o r s ,  alnd borrowers ;  and 

WIIEREAS, t he  T n s t i t u t i o n ' s  hoard of  d i r e c t o r s  acknowledges t h e  i n t e r e s t ,  
r i g h t s ,  powers, and a u t h o r i t y  of t h e  OTS w i t h  r e s p e c t  t o  t h e  I n s t i t u t j o n  under  
t h e  s t a t u t e s  aid r e g u l a t i o n s  t h a t  govern t h e  o p e r a t i o n s  o f  t h e  I n s t i t u t i o n ;  and 

WiEREAS, t l w  OTS is of  t h e  o p i n i o n  t h a t  t h e  I n s t i t t t r  i n n  h a s  engaged i n  
c e r t a i n  a c t s -  an11 p r a c t i c e s  i n  conduc t ing  t h e  b n s i n e s s  oE t h c  I n s t i t u t i o n  which 
would prov:ide g r o ~ t n d s  f o r  t h e  i n i t i a t i o n  of c e a s e  and d e s i s t  p roceed ings  a g a i n s t  
t h e  1 n s t i t u t . i o n  hy t h e  OTS; and 

WliEREAS, i n  t h e  i n t e r e s t  o f  r e g u l a t o r y  compliance and c o o p e r a t i o n ,  t h e  
I n s t i t u t i o n  is w i  I l..ing t o  e n t e r  i n t o  t l l i s  Agreement. t o  avo id  t h e  i n i t i a t i o n  of 
s u c l ~  c e a s e  imd r f r ~ s i s t  p roceed ings ;  and 

WIIERPAS, t . ! ~  O'K is w i l l i n g  t o  f o r b e a r  aL t h i s  t ime from t h e  i n i t i a t i o n  of 
c e a s e  and rles-ist p roceed ings  covered by t h i s  Agreement f o r  s o  long a s  t h e  
1 n s t : i t u t i o n  is  i n  compliance w i t h  thi .s  Agreement. 

NOW, TliERI!FORE, jn  c o n s i d e r a t i o n  of t h e  OTS' above-s ta ted  f o r b e a r a n c e ,  it 
is a e r e c d  1ietwrtr.n t h e  p a r t i e s  h e r e t o  a s  f o l l o w s :  

1 .  For t h e  put-poses of  t h i s  paragraph 1 ,  t h ~ ' f 0 l 1 0 w i n g  d n K i n i t i o n s  s l i a l l  
app ly :  s " s e t "  is a  group of l o a n s ,  p a r t i c i p a t i o n s ,  i n v e s t m e n t s ,  
s e c u r i t i e s ,  o r  o t h e r  a s s e s s  r e l a t e d  by being s o l d  o r  p ledged t o ,  purchased 
from, o r  exchanged w i t h  s j n g l e  p e r s o n s ,  e n t i t i e s ,  o r  i n s t i t u t i o n s  a c t i n g  
t o g e t h e r  i r i  a  s i n g l e  t r a n s a c t i o n ;  " i n v e s t  i n "  means t o  make, purchase ,  
acquir -e ,  ::u?rantee, r e f i n a n c e ,  modify,  o r  t o  commit t o  do any of t h e s e ;  
,, tran~s," means t o  s e l l ,  p l edge ,  exclianee, o r  t o  cnmriiit t o  do any of 
t h e s e ;  ",l:ml e s t a t e  inves_I.xnL.." means t h e  book valnr: of r e a l  es t .a te  
purctmse(1, a c q n i r e d ,  o r  owned i n  any manner, i n c l r l s i v e  of any e x p e n d i t n r e s  
i n c u r r e d  ~ I I  connec t ion  w j t h  h o 1 d j . n ~  o r  irnprcrvi.ng sue11 r e a l  e s t a t . e ,  where 
g r o s s  book v a l u e  e q u a l s  book v a l u e  
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b e f o r e  ad jus tment  f o r  any Loss r e s e r v e s  o r  a l l o w a n c e s ;  a  "m" i s  a s i n g l e  
f ami ly  d w e l l i n g  u n i t ( s )  f o r  f o u r  ( 4 )  o r  fewer  f a m i l i e s  i n  t h e  a g g r e g a t e ;  
"immediate f a n u "  .. . means (whe the r  by f u l l  o r  h a l f  blood o r  by a d o p t i o n ) :  
( a )  such  p e r s o n ' s  spoilse,  f a t h e r ,  mother ,  c h i l d r e n ,  l ~ r o t h e r s ,  s i s t e r s ,  and 
g r a n d c h i l d r e n ;  ( b )  t h e  f a t h e r ,  mother ,  b r o t h e r s ,  and s i s t e r s  o f  such  
p e r s o n ' s  sponse ;  and ( c )  t h e  spouse  of a  c h i l d ,  b r o t h e r ,  o r  s i s t e r  of such  
person.  

Except f o r  e x i s t i n g  l e g a l l y  b i n d i n g  commitments and - inves tments  t h a t  
q u a l i f y  a s  l i q u i d  a s s e t s  under  S e c t i o n  6  of t h e  Home Dnners '  Loan Act 
("tIOLAW) a s  amended by t h e  F i n a n c i a l  I n s t i t u t i o n s  R e f o m ,  Recovery,  and 
Enforcement Act of 1989,  P u b l i c  Law No. 101-73 ("FIRIIEA"), w i t h o u t  p r i o r  
w r i t t e n _ ~ p p ~ ~ v a l  of t h e  Agent, t h e  1 n s t i t n t i . o n  s h a l l  n o t ,  and s h a l l  n o t  
a l l o w  any s n b s i d i a r y  t h a t  is whol ly  owned o r  m a j o r i t y  owned o r  c o n t r o l l e d  
hy t h e  I n s l i L u t i o a  t o :  

a .  engage i n  forward commitments, f u t u r e s  t r a n s a c t i n n s ,  o r  f i n a n c i a l  
o p t i o ~ i s  t r a n s a c t i o n s  a s  d e f i n e d  i n  12 C.F.R. $ 5  ,563.17-3, 563.17-4, 
563.17-5 ( 1 9 8 9 ) ;  

h .  i n v e s t  i n  any l o a n s  o r  c o n t r a c t s  s e c u r e d  by r e a l  e s t a t e  o r  
p a r t ~ c j p a t i o n s  t h e r e i n  ( i n c l u d i n g  any a c q u i s i t i o n ,  c o n s t r u c t i o n  and 
development l o a n s )  o r  any s e t  of snch  l o a n s  o r  p a r t i c i p a t i o n s ,  
l o a n s  n12ide a t  c u r r e n t  market  i n t e r e s t  r a t e s  and tcrms and s e c u r e d  by 
p r o p e r t y  l o c a t e d  w i t h i n  t h e  I n s t i t u t i o n ' s  l o c a l  community o r  
communili.es as d e l i n e a t e d  by t h e  I n s t i t u t i o n ' s  Community Reinvestment  
Act. S ls ternent  as of October  6 ,  1989 ("CRA S t a t e n i c n ~ " ) ,  which a r e :  

( 1 )  t o  f i n a n c e  t h e  bona f i d e  purchase  o r  custom const . ruet ion of homes 
s w u r e d  by f i r s t  l i e n s  on such homes and t h ; ~ t  do not  exceed one 
hundred f i f t y  thousand d o l l a r s  ($150 ,000) ,  o r  

( 2 )  t o  1eElnance l o a n s  on e x i s t l n g  homes s e c u r e d  h y  f l r s t  l l e n s  on such  
Iromes and t h a t  do n o t  exceed one hundred f r f L y  thousand d o l l a r s  
($150 ,000) .  o r  

( 3 )  seci t red  by second l i e n s  on e x l s t i n g  homes and t h a t  do no t  exceed 
twenty f ~ v e  thousand d o l l a r s  ($25.0001, o r  

(4) 'o f i n a n c e  r e s i d e n t i a l  r e a l  e s t a t e  o t h e r  t h a n  a  home i f  such  loan  
ilr)t?s n o t  exceed e i t h e r  one hundred f i f t y  thonsand d o l l a r s  
($150,000)  o r  t h e  1 j .mi ta t ions  c o n t a i n e d  i n  C; S ( n )  of  t h e  ROLA a s  
m e : ~ d e d  by t h e  FIHREA, whichever 1.s l e s s ,  o r  

( 5 )  t o  f i n a n c e  n o n r e s i d e n t i a l  r e a l  e s t a t e  i f  s,!cil loan  d o e s  n o t  exceed 
e i t h e r  one hundred thousand d o l l a r s  ($100,000)  o r  t h e  1 imi t . a t ions  
c o n t a i n e d  i n  § 5(1l) of  t h e  AOLA a s  amended hy t h e  FIRREA, whichever  
i s  l e s s .  

c .  p~ i rc l i a se  any l o a n ;  

d .  i n v e s t  i n  any loan  i n  which any member of John F o l e y ' s  immediate f a m i l y  
js an o b l i g o r  o r  h a s  any f i n a n c i a l  i n t e r e s t ;  



e .  i n v e s t  i ~ t  any r e a l  e s t a t e  inves tment  o r  s e t  of  s11c11 i n v e s t m e n t s .  T h i s  
p r o v i s i o n  does  n o t  a p p l y  t o  a c q u i r i n g  t i t l e  t o  r e a l  e s t a t e  by 
f o r e c l o s ~ ~ r e ;  

f .  t r a n s f e r  any r e a l  e s t a t e  inves tment  o r  s e t  of s u < h  Investments  u n l e s s  
suc11 t r a n s f e r  would n o t  exceed one hundred thousand d o l l a r s  ($100 ,000) ;  

g .  make o r  i n c u r  any c a p i t a l  improvement e x p e n d i t u r e s  i n  connec t ion  w i t h  
h o l d i n g  o r  improving any r e a l  e s t a t e  inves tment  rrnless such  e x p e n d i t u r e  
is i n  compliance w i t h  12 C.F.R. 5 563.9-8 ( 1 9 8 9 ) .  The I n s t i t u t i o n  
ack~~owler iges  t h a t  e x p e n d i t u r e s  f o r  c a p i t a l  improvements t o  r e a l  e s t a t e  
owned a r e  " inves tments  i n  r e a l  e s t a t e "  p u r s u a n t  t o  1 2  C.F.R. 5 563.9-8 
(1989) .  The term " c a p i t a l  improvement e x p e n d i t u r e s "  a s  used i n  t h i s  
snbparagraph  does  n o t  i n c l n d e  o r d i n a r y  r e p a i r s  and maintenance o r  
acc rued  i n t e r e s t  expense;  

11. i n v e s t  i n  o r  t r a n s f e r  any s e c u r i t y  o r  s e t  of s e c u r i t i e s  e x c e p t  
mortgage-backed s e c u r i t i e s  i s s u e d  by t h e  Federa l  liome Loan Mortgage 
C o r p o r a t i o n ,  Government National .  Mortgage Associiit:ion, o r  t h e  Federa l  
National .  Mortgage A s s o c i a t i o n ;  

i. t r a n s f e r  any l o a n  s e c u r e d  by r e a l  e s t a t e  o r  p a r t i c i p a t i o n  t h e r e i n  o r  
any s e t  of-  such  l o a n s  o r  p a r t i c i p a t i o n s ;  

j. inves t .  i n  o r  t r a n s f e r  commercial l o a n s  o r  l e t t e r s  of c r e d i t ,  whether  
secured  o r  unsecured ,  w i t h  a  book v a l u e  i n  e x c e s s  of e i t h e r  one hundred 
thousand d o l l a r s  ($100,000)  - o r  t h e  l i m i t a t i o n s  o f  S e c t i o n  5 ( u )  of ROLA 
a s  amt!nili%l by t h e  FIRREA, whichever  is l e s s ;  

k .  i n v e s t  i n  t h e  s a v i n g s  a c c o u n t s  of any f i n a n c i a l  i n s t i t u t i o n  n n l e s s  s u c h  
acco1mt.s a r e  f u l l y  i n s u r e d  by a n  agency of t h e  f c i l e r a l  government & 
have a  term t o  m a t u r i t y  of less t h a n  one (1 )  y e a r ;  

I .  i n v e s t  i n  o r  t r a n s f e r  any consumer, e d u c a t i o n ,  or- home improvernent 
l o a n s  o r  s e t  of such l o a n s  excep t  f o r  l o a n s  made t o  borrowers  r e s i d i n g  
w i t h i n  t h e  I n s t i t u t i o n ' s  l o c a l  community o r  comannit : ies a s  d e l i n e a t e d  
by t h e  i n s t i t u t i o n ' s  CM Sta tement  and which do no t  exceed twenty  f i v e  
tltousnnii d o l l a r s  ($25 ,000)  ; 

m .  borrow arty money o t h e r  t h a n  from a F e d e r a l  llome Loan Bank; 

n .  e n t e r  . into any c o n t r a c t  f o r  t h e  purchase  o f  r e a l  e s t a t e  o r  any i n t e r e s t  
there i in  except. i n  t h e  u s u a l  and o r d i n a r y  c o u r s e  of  b u s i n e s s ;  

o .  e n t e r  i n t o  any j o i n t  v e n t u r e  agreements ;  

p. excep t  f o r  i n d i v i d u a l  m e r i t  i n c r e a s e s  i n  accori!ancc w i t h  i ts  s t a n d a r d  
pe r sonne l  p o l i c y  adopted p r i o r  t o  t h e  e f f e c t i v e  d a t e  of t h i s  Agreement 
and normal p e r i o d i c  employee s a l a r y  and wage i n c r e a s e s  schedu led  p r i o r  
t o  t h e  e f f e c t i v e  d a t e  of t h i s  Agreement and t h a t  comply wi.th 1 2  C.P.R. 
5 563.17 (19891, and OTS Memorandum R-42, make any i n c r e a s e  i n  t h e  rat.e 
of  compensation t o  any of  i ts  d i r e c t o r s ,  o f f i c e r s ,  employees,  a g e n t s ,  
o r  o t h e r  r e p r e s e n t a t i v e s ,  o r  a g r e e  t o  do s o .  Notwi ths tanding any o t h e r  
p r o v i s ~ o n  of t h i s  subparagraph ,  t h e  I n s t i t u t i o n  may i n c r e a s e  t h e  
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compensation of n o n - o f f i c e r  employees i f  t h e  compensat ion of  such  
employee b e f o r e  any i n c r e a s e  d o e s  no t  exceed twen ty - f ive  thousand 
d o l l a r s  ($25 ,000)  gn& t h e  a g g r e g a t e  i n c r e a s e  o r  . inccrease  f o r  any 
employee do n o t  exceed f i v e  p e r c e n t  ( 5 % )  of t h e  t o t a l  annua l  
compensation pa id  t o  such  pe r son  d u r i n g  any c a l e n d a r  y e a r ;  

q .  employ o r  a p p o i n t  any pe r son  t o  s e r v e  a s  an  o f f i c e r ,  d i r e c t o r ,  o r  
s e n i o r  manager who is n o t  s o  employed o r  a p p o i n t e d  a s  of t h e  e f f e c t i v e  
d a t e  oE c h i s  Agreement; employ any members o f  John ' o ley ' s  immediate 
f a m i l y ;  employ any person at  a  r a t e  of compensat ion which,  on an 
a n n u a l i z e d  b a s i s ,  exceeds  twenty-f ive  thousand d o l l a r s  ($25,000)  p e r  
y e a r ;  employ any person pursuan t  t o  a n  agreement t h a t  1s no t  t e r m i n a b l e  
a t  t h e  w i l l  of  t h e  employer and t h a t  o t h e r w i s e  d o e s  n o t  comply w i t h  12 
C.F.R. 4 563.39 (1989) ;  or e n t e r  i n t o  o r  amend o r  renew any c o l l e c t i v e  
b a r g a i n i n g  agreements ,  pens ion  o r  p r o f i t  s h a r i n g ,  bonus,  s e v e r a n c e  pay,  
r e t i r e m e n t ,  f r i n g e  b e n e f i t ,  o r  o t h e r  employee b e n e f i t  p l a n s ,  o r  o t h e r  
employment c o n t r a c t s  w i t h  any employee, d i r e c t o r ,  o r  o f f i c e r ;  

r. e n t e r  i n t o ,  renew o r  r e v i s e  any con1:ractnal  arrarrgeinent w i t h  any 
o f f i c e r ,  d i r e c t o r ,  c o n t r o l l i n g  p e r s o n ,  a f f i l i a t e ,  s u b s i d i a r y ,  
a f f i1 : i i t t ed  pe r son ,  o r  agen t  f o r  o r  of  t h e  i n s t i t ~ ~ t i o n  o r  any of i ts  
s u b s i ~ l i a r i e s ;  

s. i n v e s t  i n  any s e r v i c e  c o r p o r a t i o n  o r  any s u b s i d i a r y  t h e r e o f  o r  f i n a n c e  
s u b s i d i a r y .  For t h e  purposes  of t h i s  subparagraph ,  " i n v e s t  i n "  s h a l l  
i n c l u d e ,  but  is no t  l i m i t e d  t o ,  t h e  making of  i r ives tments  i n  s e c u r i t i e s  
i s s u e d  tiy such e n t i t i e s ,  and t h e  e x t e n s i o n s  of  c r e d i t  t o ,  o r  t h e  
g u a r a n t e e i n g  of t h e  d e b t  o f ,  such  e n t i t i e s ;  

t .  e n t e r  i r i to  any purchase  o r  r epurchase  agreement obligation a r i s i n g  From 
a  t r a r ~ s f e r  of government s e c u r i t i e s  excep t  a s  may o t h e r w i s e  be 
permittted by t h i s  Agreement; 

u.  reduce t h e  amount of any s p e c i f i c  o r  g e n e r a l  r e s e r v e  e s t a b l i s h e d  
pursuant. t o  t h e  p r o v i s i o n s  of 12 C . F . R .  § 5 1 1 . 1 6 ~  ( 1 9 8 9 ) ;  

v. declar-e o r  pay c a s h  o r  s t o c k  d i v i d e n d s  on common o r  p r e f e r r e d  s tock; i f  
i n  t h e  s t o c k  form of o r g a n i z a t i o n ;  and 

w. pay any bonus t o  any o f f i c e r ,  employee, s t o c k h o l d e r ,  o r  d i r e c t o r  of  t h e  
lnsl..il.nt ion o r  t.o arty o t h e r  i n s t i t u l i o n  a f f i l i a t ~ ! d  p a r t y .  

2. Except. w i t k  t h e  s p e c i f i c  w r i t t e n  approva l  of t h e  Agent,  t h e  I n s t i t u L i o n  
s h a l l  noL i n c r e a s e  i t s  l i a b i l i t i e s  d u r i n g  any c a l e n d a r  q u a r t e r  jn  a n  amount 
e x c e e d i n s  t h e  amount of  i n t e r e s t  expensed on s a v i n g s  a c c o u n t s  d u r i n g  such  
q u a r t e r  ( o r ,  i n  t h e  c a s e  of s h a r e  a c c o u n t s ,  e a r n i n g s  c r e d i t e d )  p l u s  t h e  
amount necessa ry  t o  fund d u r i n g  t h e  q u a r t e r  any loans - in -p rocess  
o b l i g a t i o n s  o r  l e g a l l y  b i n d i n g  commitments e x i s t i n g  a s  of October  16,  1989. 

Within  t h i r t y  ( 3 0 )  days  a f t e r  Lhe e x e c u t i o n  of t h i s  Agreement, t h e  
I n s t i t n t i o n  s h a l l  p rov ide  t o  t h e  Agent a  l i s t  oE a l l  loans- in-process  
o b l i g a t i o n s  and l e g a l l y  b ind ing  commitments t h a t  e x i s t  a s  of  October  26, 
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1989, and p r o v i d e  a  s c h e d u l e  of  t h e  monthly e s t i m a t e d  d i sbursements  f o r  
o u t s t a n d i n g  commitments and loans- in-process  o b l i g a t i o n s .  

The list. o f  commitments s h a l l  i n c l u d e :  

a .  t h e  type  of commitment; 
b. t h e  d a t e  oE commitment; 
c .  t h e  t o t a l  amount; 
d .  t h e  i d e n t i t y  of  t h e  borrower;  
c ,  t h e  i d e n t i t y  of t h e  s e l l e r ,  i f  a p p l i c a b l e ;  
f .  t h e  e f f e c t i v e  d a t e ;  
g .  t h e  d a t c  of a n t i c i p a t e d  fund ing .  

The I n s t i t u t i o n  s h a l l  submit  w i t h  t h i s  l ist  a  w r i t t e n  o p i n i o n  from 
independent  l e g a l  c o u n s e l  t h a t  h e i s h e  h a s  reviewed t l ie  terms of  e a c h  
commitment i n  e x c e s s  of  two hundred f i f t y  thousand d o l l a r s  ($250,000)  and 
t h a t  a d d r e s s e s  whe the r  such  commitment c o n s t i t u t e s  a  l e g a l l y  b i n d i n g  
o b l i g a t i o n  of t h e  I n s t i t u t i o n  t h a t  cou ld  be enforced  i n  a c o u r t  of  law by 
the  p a r t y  t o  whom t h e  commitment is made. 

S p e c i f i c  Reserves  

3 .  The I n s t i t u t i o n  and any s e r v i c e  c o r p o r a t i o n  o r  subs: id iary  t h e r e o f  s h a l l  
rnalce a d j u s t m e n t s  t o  t h e  hook v a l u e  of  any a s s e t  i n  t h e  amount and a t  such 
time a s  d i r e c t e d  by t h e  Agent. Such a d j u s t m e n t ,  u n l c s s  o t h e r w i s e  d i r e c t e d  
by t h e  Agent, s h a l l  be made by e s t a b l i s h i n g  and m a i n t a i n i n g  a  s p e c i f i c  
r e s e r v e .  

4 .  The Agent s h a l l  have t h e  a u t h o r i t y  t o  wa5ve any n o t i c e  t h a t  is r e q u i r e d  by 
c o n t r a c t  t o  be g i v e n  t o  t h e  I n s t i t u t i o n  by any p r o v i d e r  of  d a t a  p r o c e s s i n g  
s e r v i c e s  j n  c o n n e c t i o n  w i t h  a r e q u e s t  f o r  i n f o r m a t i o n  c o n t a i n e d  i n  t h e  
comput.er f i l e s  made by e i t h e r  an  Agent o r  any o t h e r  r e p r e s e n t a t i v e  of  t h e  
F e d e r a l  Deposi t  Insurance  Corpora t ion  ("FDIC") o r  0%.  

A r b i t r a t i o n  

5 .  '?he I n s t i t . u t i o n  o r  i ts  s u b s i d i a r i e s  s h a l l  n o t  i n i t i a t e  any l i t i g a t i o n  
a g a i n s t  any i n s t i t ~ r t i o n  i n s u r e d  by Sav ings  A s s o c i a t i o n  I n s u r a n c e  Fund 
("SAIP") f o r  which t h e  OTS o r  F D I C  h a s  been a p p o i n t r d  r e c e i v e r  o r  
c o n s e r v a t o r ,  or t h a t  is o p e r a t i n g  under  t i le  Management Consignment Program, 
o r  t h a t  is s u b j e c t  t o  t h e  t e rms  of a  consen t  agreement ,  s n p e r v i s o r y  
agreement ,  'r o t h e r  s i m i l a r  s u p e r v i s o r y  c o n t r o l s .  I n  t h e  even t  of a  
d i s p u t e  between t h e  I n s t i t u t i o n  and an i n s t i t u t i o n  f o r  which t h e  OTS o r  
FDIC h a s  hcen appo in ted  r e c e i v e r ,  t h e  I n s t i t u t i o n  s h a l l  p r e s e n t  i ts  c l a i m  
t o  t h e  r e c e i v e r  through t h e  a d m i n i s t r a t i v e  c l a i m s  p rocedure  pursuan t  t o  
1 2  C .F .R .  P a r t  575. I f  d i s s a t i s f i e d  w i t h  t h e  d e c i s i o n  of t h e  r e c e i v e r ,  t h e  
I n s t i t u t i o n  may a p p e a l  t h e  m a t t e r  t o  t h e  OTS, whose d e c i s i o n  t h e  
I n s t i t u t i o n  s h a l l  a c c e p t .  

I n  t h e  event. of  a  d i s p u t e  between t h e  I n s t i t u t i o n  and any o t h e r  
i n s t i t . u t i o n ( s )  i n  t h e  above-described c a t e g o r i e s ,  t h e  b u s i n e s s  d e c i s i o n  
makers of each i n s t i t u t i o n  a r e  t o  f i r s t  pursue  good f a i t h  e f f o r t s  toward a 
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n e g o t i a t e d  s e t t l e m e n t  of  t h e  d i s p u t e .  I f  t h e  i n s t i t u t i o n s  a r e  unab le  t o  
r each  a  n e g o t i a t e d  s e t t l e m e n t ,  t h e  I n s t i t u t i o n  hereby a g r e e s  t o  submit  t h e  
d i s p u t e  f o r  h i n d i n g  a r b i t r a t i o n  p u r s u a n t  t o  t h e  Rules  of t h e  OTS 
A r b i t r a t i o n  Program and t o  s i g n  a n  agreement t o  a r b i t r a t e  i n  t h e  form 
a t t a c h e d  a s  E x h i b i t  A.  The I n s t i t u t i o n  f u r t h e r  a g r e e s  t h a t  i t  w i l l  a c c e p t  
t.he a r b i t r a l . i o n  award a s  a  f i n a l  r e s o l u t i o n  of  t h e  d i s p n t e ,  t h a t  i t  w i l l  
n o t  c h a l l e n g e  o r  c o n t e s t  t h e  award,  a@ that.  i t  w i l l  c o n s e n t  t o  t h e  
j u r i s d i c t i o n  of any c o u r t  i n  which judgment on t h e  a r b i t r a t i o n  award is 
e n t e r e d .  

The Ins t i tu1 : ion  f u r t h e r  a g r e e s  t o  n o t i f y  t h e  Agent w.itlrin t e n  ( 1 0 )  days  of  
t h e  d a t e  i t  bccomes invo lved  i n  any of t h e  above d e s c r i b e d  s u i t s .  

Mot-tgdge Derivat  l v r s  - - -- 

6.  The I n s t i t u t i o n  is p r o h i b i t c ~ l  from i n v e s t i n g  i n  h i g h  r i s k  mortgage 
11erivat:ive p r o d u c t s  and mortgage swaps.  For t h e  pnrposes  of  t h i s  
subparagraph ,  t h e  term "high r i s k  mortgage d e r i v a t i v e  p r o d u c t s  and mortgage 
swaps" s h a l l  have t h e  meaning a s  s e t  o u t  i n  OTS 'Thrift. B u l l e t i n  12 and i ts  
Appendices o r  any s u c c e s s o r  b u l l e t i n .  

7 .  Within t h i r L y  ( 3 0 )  days  of  t h e  effective d a t e  of t h i s  Agreement, each 
member of :he board of l l i r e c t o r s  o f  t h e  I n s t i t n t i o n  s h i ~ l l  review O?'S 
Clemorandurn R-62 at& submit  t o  t h e  Agent h i s / h e r  s t a t e m e n t  t h a t  h e l s h e  h a s  
performed srir:h revi.ew. Any board members e l e c t e d  t o  an  i n i t i a l  1.em a f t e r  
t h e  e f f e c r i v e  d a t e  of t h i s  Agreement s h a l l  submit  w i t h i n  t h i r t y  ( 3 0 )  days  
of  e l e c t i o n  a s t a t e m e n t  t h a t  l lc /shc  h a s  reviewed OTS Memorandum R-62. 

Bus iness  and Cnp i  t.al P l a n s  

8. The I n s t i  t n t  ion s h a l l  p r e p a r e ,  a d o p t ,  and submit  no l a t e r  t h a n  s i x t y  ( 6 0 )  
days  a f t e r  p n b l i c a t i o n  of t h e  f i n a l  r e g u l a t i o n s  on t.he minimum c a p i t a l  
r equ i rements  nnder  FIRREA f o r  review and approva l  by t.he Agent,  a w r i t t e n  
busint::ss p l a n  t h a t  s p e c i f i c a l l y  i n c l u d e s  a  c a p i t a l  p l a n  t o  b r i n g  t h e  
Ins t i t ;u t : lo r~  : into compliance w i t h  S e c t i o n  5 ( t )  of I1OL.A a s  amended by FIRREA. 
S p e c i f i c a l l y ,  t h e  c a p i t a l  p l a n  must a t  a  minimum: 

A1ldrt.s~ t h e  need f o r  I n c r e a s e d  c a p l t a l ;  

I)escr. i i~c t h e  manner i n  which t h e  1nst : r tn t ion w i  1 1  i n c r e a s e  c a p i t a l  t o  
be i n  compliance w i t h  Secti .on 5 ( t ) ;  

S p e c i f y  t h e  t y p e s  and l e v e l s  o f  a c t l v l t l e s  i n  w l ~ l c h  t h e  a s s o c l a t x o n  
w l  11  enl:,\ge; 

Require  t h a t  any i n c r e a s e  i n  a s s e t s  must be accompanied by an 'ncrease 
i n  t a n g i b l e  c a p i t a l  of a t  l e a s t  t h e  pe rcen tage  r e q r i r e d  under  t h e  
l e v e r a g e  r a t i o  t h e n  i n  e f f e c t ;  and 

Aitqi~ire t h a t  any i n c r e a s e  i n  a s s e t s  mnst he acci~mpanied by a n  i n c r e a s e  
i i i  c a p i t a l  of a t  l e a s t  t h e  p e r c e n t a g e  r e q u i r e d  trnder t h e  r i sk -based  
c a p i t a l  s t a n d a r d  t h e n  i n  e f f e c t .  
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The b u s i n e s s  p l a n  s h o u l d  c o n t a i n  t h i r t y - s i x  ( 3 6 )  months '  f i n a n c i a l  
p r o j e c t i o n s  ( l o n g e r  i f  n e c e s s a r y  t o  show compliance)  and a  budget wit.h 
r e s p e c t  t o  t h e  o v e r a l l  o p e r a t i o n s  of t h e  I n s t i t u t i o n  and s h a l l  comply i n  
a l l  r e s p e c t s  w i t h  t h e  requ i rements  of S e c t i o n s  5 i s )  and ( t )  of t h e  tlOLA a s  
amended by PIRliEA and any r e g u l a t i o n s  promnlgated p u r s u a n t  t h e r e t o .  The 
T n s t i t u t i o n  liereby a g r e e s  t o  make a l l  r e v i s i o n s  t o  t h e  b u s i n e s s  p l a n  t h a t  
a r e  r e q u i r e d  by t h e  Agent and t o  comply w i t h  t h e  b u s i n e s s  p l a n ,  i n c l u d i n g  
a l l  r e v i s j o n s  t h e r e t o .  

Monitc!ring C:?pi !.;I I P lan  

9 .  Tile board  of  d i r e c t o r s  of t h e  I n s t i t u t . i o n  s h a l l  adopt: a  r e s o l u t i o n  
appointing a  s e n i o r  o f f i c e r  o r  o f f i c e r s  and a  board member, who i s  n o t  an  
o f f i c e r  of t h e  I n s t i t u t i o n ,  t o  be r e s p o n s i b l e  f o r  moriii.oring on a  monthly 
11as's t h e  i n s t . i t u t i o n ' s  r e g u l a t o r y  c a p i t a l  and its compliance  w i t h  t h e  
c a p i t a l  p l a n  p r e p a r e d ,  adop ted ,  and approved pursuan t  t.o paragraph 8 .  A 
copy of  t h e  board of d i r e c t o r s '  r e s o l u t i o n  s h a l l  be s u b m i t t e d  t o  and 
r e c e i v e d  by t h e  Agent no l a t e r  than  January 6 ,  1990. F u r t h e r ,  t h e  
I n s t i t u t i o n  s h a l l  p r e p a r e  a d e t a i l e d  r e p o r t  on its compliance  w i t h  s a i d  
i:api.tal plari and its p r o g r e s s  i n  meet ing i ts  r e g u l a t o r y  c a p i t a l  
r equ i rement .  T h i s  r e p o r t  s h a l l  be reviewed and approved by a  m a j o r i t y  of 
t h e  d i r e c t o r s  and a  copy s h a l l  be submi t t ed  by t h e  I n s t i t u t i o n  t o ,  and 
rece ived  by ,  t h e  Agent no l a t e r  than  t h e  t e n t h  ( 1 0 t h )  day f o l l o w i n g  t h e  end 
of each c a l  ctndar q u a r t e r .  P r e p a r a t i o n ,  a p p r o v a l ,  and submiss ion  of  t h i s  
r e p o r t  s h a l l  c o n t i n u e  n n t i l  t h i s  Agreement is t e r m i n a t e d .  

10.  The i n s t i t l ~ t i o n  s h a l l  u s e  i ts b e s t  e f f o r t s  t o  d i s c o u r a g e  t h e  accep tance  o r  
renewal of airy uninsured  d e p o s i t .  

At.t.erdance a t  Conventions,  .. - Confe rences ,  M a g s ,  o r  Semi gam 

11. Of f i ce , - s  and D i r e c t o r s  of t h e  I n s t i t u t i o n  s h a l l  n o t  a t t e n d  c o n v e n t i o n s ,  
c o n f e r e n c e s ,  m e e t i n g s ,  o r  seminars  a t  t h e  expense of t h e  I n s t i t u t i o n  
without. t h e  p r i o r  w r i t t e n  a p p r o v a l  of t h e  Agent. 

1 2 .  Within t h i r t y  ( 3 0 )  days  of t h e  e f f e c t i v e  d a t e  of tMs Agreement, t h e  board 
of  t l i i - ec lo r s  s h a l l  sultriiit t o  t h e  Agent f o r  review all11 approva l  a  p l a n  t o  
e n s u r e  conipliance w i  t i  t h e  l i m i t a t i o n s  concern ing  accep1.ance of b rokered  
d e p o s i t s  a s  s e t  o u t  i n  S e c t i o n  224 of t h e  FTRREA. The I n s t i t u t i o n  s h a l l  
make any changes t o  t h e  p l a n  r e q u e s t e d  i n  w r i t i n g  by t h e  Agent and s h a l l  
comply wit11 t h e  p l a n  f o r  t h e  term of t h i s  Agreement. 

Fide  ! j t y  Bond gCye 

13.  'The I n s t i t i ~ L i o n  s h a l l  p rov ide  a  w r i t t e n  r e p o r t  t o  t h e  Agent summarizing its 
e f f o r t s  t o  o b t a i n  a f i d e l i t y  bond complying w i t h  t h e  p r o v i s i o n s  of 
12 C.F.R. 563.19(a)  by t h e  t e n t h  ( 1 0 t h )  day f o l l o w i n g  t h e  end of  each 
c a l e n d a r  q u a r t e r .  



Board of Directors 

14. 'The 1 n s t i t . u t i o n ' s  board of r i i r e c t n r s  s h a l l  met a t  l e a s t  nnce i n  each  
c a l e n d a r  mont.h. 

1 5 .  A l l  t e c h n i c a l  words o r  terms used i n  t h i s  Agreement, f o r  which meanings are 
no t  s p e c i f i e d  o r  o t h e r w i s e  provided by t h e  p r o v i s i o n s  of t h i s  Agreement, 
s h a l l ,  i n s o f a r  a s  a p p l i c a b l e ,  have meanings a s  d e f i n e d  i n  Chap te r  V o f  
' T i t l e  1 2  of t.he N E  F e d e r a l  R e g u l a t i o n s ,  any suclh t e c h n i c a l  words o r  
terms used i n  t h i s  Agreement and undef ined  i n  s a i d  @ifof F e d e r a l  
I t egn la t ions  -- s h a l l  have meanings t h a t  accord  w i t h  t h e  b e s t  cnstnni and u s a g e  
i n  t h e  s a v i n e s  and l o a n  i n d u s t r y .  

Legal E f f e c t s  - 

16. 'She t e rms  and p r o v i s i o n s  of t h i s  Agreement s h a l l  be b i n d i n g  upon, and 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  and 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 .  

1 7 .  T h i s  Agreement s h a l l  remain i n  e f f e c t  u n t i l  t e r m i n a t e d  by t h e  OTS, a c t i n g  
through i t s  Agent. The Agent w i l l  c o n s i d e r  w r i t t e n  r e q u e s t s  f o r  
t e n n i n n t s o n  o f  t h e  Agreement, i f ,  iln h i s / h e r  o p i n i o n ,  the  I n s t i t n t  i.on h a s  
complied w i t h  t h e  t e rms  of  t h i s  Agreement f o r  two ( 2 )  y e a r s  and is  i n  
compl iance  w i t h  r e g u l a t o r y  c a p i t a l  r equ i rements .  

I N  WITNESS UIIEREOF, t h e  p a r t l e s  have e x e r n t e d  t h l s  Agreement ~ n d ~ v l d r r a l l y  
o r  by t h e l r  dtily designated a g e n t .  

A 

.o;rn D i v i s i o n  

SUN ShVlNGS BANK 
FORT MIDGE. IOWA 



EXHIBIT A 

AGREEMENT TO ARBITWTE 

Ue, t h e  u n d r r s i e n e d  p a r t i e s ,  hereby a g r e e  t o  submit  t o  a r b i t r a t i o n  under  

t h e  Rules  of t h e  Ax-b i t r a t ion  Program t h e  f o l l o w i n g  c o n t r o v e r s y :  ( c i t e  b r i e f l y ) .  

We f u r t h e r  a g r e e  t h a t  t h e  above c o n t r o v e r s y  be s u b m i t t e d  t o  A r b i t r a t o r ( s )  

s e l e c r e d  front I:lte Na t iona l  Panel  of A r b i t r a t o r s  f o r  u s e  i n  sav:ings and loan  

d i spn l r t s .  W e  fnrl . l~c?r a g r e e  t h a t  we w i l l  f a i t h f u l l y  o b s e r v e  t h i s  agreement and 

t h e  Ril les;  t i t a t  we w i l l ,  w i t h o u t  d e l a y ,  comply w i t h  any and a l l  Orders  and 

d e c i s j u n s  of  t h e  A r b i t r a t o r ( s ) ;  t h a t  we w i l l  a b i d e  by and perform any award 

rendered  by che A r b i t r a t o r f s ) ;  t h a t  we w i l l  a c c e p t  t h e  award as a f i n a l  

r e s o l i i t i o n  of  t h e  c o n t r o v e r s y ;  t h a t  we w i l l  n o t  c h a l l e n g e  o r  c o n t e s t  t h e  award; 

and ,  I t ta t  a  jndgmenL of  a Court  having j n r i s d i c t . i o n  may be intmctliately e n t e r e d  

npon t h e  award and execu ted .  


