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SUPERVISORY AGREEMENT

This Supervisory Agreement ("Agreement") is made and is effective
this ; day of  [1li.2¢; s 1993 (the "Effective Date"},
by and between Perpetual Savings Bank, F.S.B., Cedar Rapids, Iowa {the
"Association"), a federally chartered mutual association, having its
main office located at Cedar Rapids, Iowa, and the Qffice of Thrift
Supervision ("0T5"), an office within the United States Department of
the Treasury, having its principal executive offices located at 1700 ¢
Street, N.¥., Washington, D.C.

WHEREAS, the 0TS 1is the primary federal regulator of the
Azsociation; and

VHEREAS, based on [the Report of Examination dated March &, 1993
("ROE"), the 0TS, by and through the Regional Director for the Midwest
Region or his designee (“Regional Director™) is of the opinion that the
Association has engaged in acts and practices in operating the business
of the Assoclation that: (1} have resulted in violations of certain of
the laws or regulations to which the Association is subject, and/or
(ii)} are considered to be unsafe and unsound: and

WHEREAS, the 0TS is of the opinion that grounds exist for the
initiation of administrative proceedings against the Association; and

VHEREAS, the 0TS is of the view that it is appropriate to take
measures intended to ensure that the Association will: (1) comply with
all applicable laws and regulations and (2) engage in safe and sound
practices; and

VHEREAS, the Board of Directors of the Association (the "Board®)
[without admitting or denying any violations of laws or regulations

and/or unsafe and unsound practices] wishes to cooperate vith the 0TS

and to evidence their intent to: (1)} comply with all applicable laws and
regulations and (2) engage in safe and sound practices.

NOV THEREFORE, in consgideration of the above premises, the mutual
undertakings set forth herein, the parties hereto agree as follows:

COMPLIANCE VITH LAWS AND REGULATIONS

1. The Association shall take all necessary and appropriate actions to
achieve compliance with the following laws, regulations, and safe
and sound business practices:

a. Section 563.161 of the 0TS Regulations, 12 C.F.R. §563.161
{regarding management and financial policies/compensation);

B. Section 563.170{c) of the 0TS Regulations, 12 C.F.R.

§363.170(c) {regarding establishment and maintenance of
records);
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c¢. Sections 563.176(a), 563.176(b){2) and 563.176(d) of the OTS
Regulations, 12 C.F.R. §§563.176(a), 563.176(b)(2) and
563.176(d) (regarding interest-rate risk management policies
and procedures);

CORRECTIVE PROVISIONS

Management Staffing

Within thirty (30) days of the date of this Agreement, the Board of
Directors shall:

a. seek a qualified candidate with the requisite background and
experience to safely and soundly fulfill the duries and
responsibilities of President and Chief Executive Officer and
submit an application to the 0TS for such candidate’s review
and approval pursuant to 12 U.S.C.A. Section 1831i and 0TS
Thrift Bulletin 45. If a candidate is approved by 0TS, the
Asgociation shall promptly employ such individual as President
and Chief Executive Officer. In the event that a candidate is
not approved, the Association =shall gubmit ancther candidate
vithin thirty (30) days of notice of such disapproval and shall
continue to do so until such Presiden. and Chief Executive
Officer position is filled.

b. develop a management staffing plan to ensure the competent and
safe and sound operation of the Association given its
operations and strategies and submit such staffing plan to the
0TS for reviev and approval. A4s part of the staffing plan
process, the board of directors shall review the qualifications
and experience of the specific officers who will be responsible
for, implementing the strategies, policies, and procedures
required by paragraphs 3, 4, 5, and & of this Agreement and
either: (i) make a specific determination that such individuals
are qualified to carry out their responsibilities, or
(ii) employ qualified persons te carry out such responsibil-
ities within sixty (60) days. Once the plan has been approved,
the Board of Directors shall promptly cause the plan to be
implemented.

Board of Directors

Vithin sixty (60) days of the date of this Agreement, the Board of
Directors shall seek candidates(pan§§§ates}to fill the two existing
vacancies on the board of directors and submit applications to the
0TS for such candidates rveview and approval pursuant to 12 U.S.C.A.
Sectign 18311 and OTS Thrift Bulletin 45. Such candidates shall
have the requisite background, experience, and integrity to provide
competent and safe and sound leadership to the association. Once
any such candidate is approved by 0TS, the board of directers shall
promptly appoint such individual to the board as provided under its
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charter and bylaws. In the event that a candidate is not approved,
the board shall submit another candidate within sixty (60) days of
notice of disapproval and shall continue to do so until all beoard
positions are filled.

Underwriting Classic Car Loans. The Association shall not make or
invest in any loan in an amount exceeding $40,000 secured in whole
or in part by an automobile unless and until it develops polices
and procedures to ensure the safety and soundness of such loans.
Such pelicies and procedures must, at a minimum, include:

a. A theorough analysis of the borrower’s ability to repay the
obligation;

b. Documentation of the use of loan proceeds;

c. Appraisals which are based on comparable sales data, a
physical inspection of the vehicle, and a reconciliation
between purchase price and appraised value:

d. A requirement that no loan exceed eighty (80) percent of the
lesser of the appraised value or purchase price unlegss the
loan has been guaranteed by a party which has provided
acceptable documentation demonstrating the ability te perform
under the guarantee and has agreed to update such documen-
tation at least annually;

e. The requirement that such loans be reviewed and underwritten
by an employee with the requisite skill and knovledge to
ensyre safe and sound investment in this specialized area of
operation. The specific specialized skill and knowledge of
such individual shall be documented in the minutes of the
board of directors.

f. The Association shall obtain <certificates of title for all
vehicles used as collatersl.

Once formulated, such policies and procedures shall be formally
adopted by the board or directors and implemented and followed by
the Association.

Securities Investment Activity

a. Conformance to Policy

The  Association shall develop strategies, policies, and
procedures governing the purchase and sale of securities. Such
strategies, policies, and procedures must be prudent, comport
with the guidance contained in OTS Thrift Bulletin 52, and be
congistent with the Association’s interest-rate-risk policies
and its business plan.
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Once formulated, such strategies, policies, and procedures
shall be formally adopted by the beoard of directors and then
implemented and followed by the Association.

b. Controls over Investment Activity Generally

(i) Vithin thirty (30) days of the date of this Agreement, the
Association shall establish a committee of senior management to
formally approve all investment transactions.

{1i) The Association shall document in detail the basis for all
future purchases ar sales of investment securities.

(iii) The Association shall maintain a register for all forward
commitments.,

(iv) The Association shall classify its existing portfolio of
mortgage backed securities and mortgage derivative securities
as held for sale. The Association shall properly account for
its securities pursuant to generally accepted accounting
principles and 0TS regulations in the future.

(v) For privately issued mortgage backed securities, a credit
reviev of underlying mortgage loans shall be conducted by
association personnel. '

c. Limitations on Mortgage Derivative Products and private issue
MBSs

The Association shall make no further purchases or investments
in mortgage derivative products or privately issued mortgage
backed securities until unless and until it complies with the
requirements of paragraphs a. and b. of this paragraph 4.

5. Business Plan

Vithin sixty (60) days of the date of this Agreement, the
Association <shall update its business plan to reflect current and
future operating strategies ana submit such plan to 0TS for review
and comment. The revised plan shall be for a three year period and
shall be revised each year thereafter. It shall shall include at a
minimum the Association’s business philosophy and mission state-
ment, 1its economic environment, its strengths and weaknesses, and
its major operating objectives, strategies and policy statements.
The plan shall also include specific strategies to reduce and
control its exposure to interest-rate risk and specific strategies
for the Association’s investment activities.

Vithin thirty (30) days of receipt of comments from OTS, the
Association shall consider such comments, which consideration shall
be specifically documented in its board minutes. The board of
directors shall thereafter formally approve the plan, vhich shall
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then be implemented and followed by the Association and its
afficers and emplovees.

6. Interest Rate Risk Reduction

a. Policy

Vithin sixty (60) days of the date of this Agreement, the
Association shall (i) revise its interest-rate risk policy to
reflect strategies to reduce and control its exposure to
interest-rate risk, and (ii) develop a plan to implement such
policy. Such plans and policy shall be submitted to the 0TS
for review and approval. The plans shall include quarterly
goals for reduction of risk exposure. The Asgociation shall
review and incorporate any 0TS request for modification or
amendment within thirty (30) days of receipt. The board of
directors shall thereafter formally approve such plans and
policy, which shall then be implemented and followed by the
Association and its officers and employees. These plans and
policy shall not be modified without the prior written approval
of the OTS.

b. Review of Exposure

The board of directors shall review at each regular board
meeting the Association’s progress in reducing its exposure to
interest-rate risk, which reviev and progress shall be
documented in the board minutes.

BOARD OF DIRECTORS

7. Compliance vith Agreement

a. The Board and Executive Officers of the Association shall take
immediate action to cause the Association to comply with the
terms of this Agreement and shall take all actions necessary or
appropriate thereafter to cause the Association to continue to
carry out the provisions of this Agreement.

b. The Board, on a quarterly] basis, shall adopt a Board
Resolution (the "Compliance Resclution®™) formally resolving
that, following a diligent ingquiry of relevant information
(including reports of management), to the best of its knowledge
and belief, during the immediately preceding calendar quarter
the Association has complied with each provision of this
Agreement currently in effect, except as otherwise stated. The
Compliance Resolution shall: (i) specifically detail any
failure to fully comply, and (ii) identify all notices of
exemption issued by the Regional Director that were cutstanding
as of the date of its adoption.
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¢. The minutes of the meeting of the Board shall set forth the
following information with respect to the adoption of each
Compliance Resolution: {i} the identity of each Director
voting in favor of its adoption; and (ii)} the identity of each
Birector voting in opposition to its adoption or abstaining
from voting thereon, setting forth each such Director’s
reasoning for opposing or abstaining.

MISCELLANEQUS
Definitions:

For all purposes of this Agreement, except as otherwvise expressly
provided or unless the context othervise reguires: (a) the terms
ugsed in this Agreement have the meanings assigned to them in this
Paragraph 7 and include the plural as well as the singular; (b} all
accounting terms not otherwise defined have the meanings assigned
to them in accordance with generally accepted accounting principles
in the United States, except that if such terms are defined in the
Rules and Regulations of the 0TS, such regulatory definitions shall
be controlling; (c¢) all terms not otherwise defined herein that are
defined in the HOLA, the FDIA, the Rules and Regulations of the 0TS
or its publicly available bulletins and Advisory Memoranda shall
have the meanings assigned to them in such statutes, Rules and
Regulations, Bulletins, and Advisory Memoranda; and {d) all
technical words or terms not subject to a definition in this
Agreement shall have the meanings that accord with the best custom
and usage in the thrift and banking industries.

"Board Resolution" means a resolution duly adopted by the Board at
a duly called and held meeting of the Board (or a Committee
thereof) at which a quorum was present.

"Director®™ shall mean any current or £ormer member of the
Agscociation’s Board of Directors.

"Employee®™ shall mean any individual employed by the Association
who is not an Executive Officer.

"Make"™ means (i) in the context of making a loan, to enter into a
binding obligation (whether or not memorialized in writing) to
provide loan funds; and (ii} the obtaining of a lender’s interest
in a pre-existing debt whetber through a purchase, swap, or
othervise. :

"0fficer” shall have the meaning set forth in Section 561.35 of the
0TS Regulations, 12 C.F.R. § 561.35.

"O0TS" refers to the Office of Thrift Supervision, United States
Department of the Treasury, or its successor.
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10.

11,

12.

13.

"Regional Director” or his successor is the seniar supervisory
official in the Hidwest region of 0TS, All references to the
Regional Director shall include the Regional Director and/or his
designee(s).

"Savings Association® shall have the meaning set forth in Section
2{4) of the HOLA, 12 U.S5.C. § 1462(4).

"Security or Securities" shall have the meaning set forth in
Section 561.44 of the 0TS Regulations, 12 C.F.R. § 561.44.

Successor Statutes, Regulations, Guidance, Amendments

Reference in this Agresment to provisions of statutes, regulations,
and OTS Memoranda shall be deemed to include references to all
amendments to such provisions as have been made as of the Effective
Date and references to successor provisions as they become
applicable.

Duration, Termination or Suspension of Agreement

a. This Agreement shall: (i) become effective upon its execution
by the 0TS, through 1its authorized representative whose
signature appears below and (ii) remain in effect wuntil
terminated, modified or suspended in writing by the 0TS, acting
through its Director or the Regional Director ({including any
authorized designee thereof). The board of directors may
request termination at any time after receipt of an 0TS
examination report concluding that the Association is in full
compliance with this Agreement and for which the Association
receives a composite examination rating of "1" or "2%.

b, The Regional Director in his or her sole discretion, may, by
written notice, suspend any or all provisions of this
Agreement.

Time Limits

Time limitations for compliance with the terms of this Agreement
run from the Effective Date, unless otherwise noted.

Effect of Headings

The Section headings herein are for convenience only and shall not
affect the construction hereof.

Separability Clause

In case any provision in this Agreement is ruled to be invalid,
illegal or unenforceable by the decision of any Court of competent
jurisdiction, the wvalidity, 1legality and enforceability of the
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14.

15.

16.

17.

remaining provisions hereof shall not in any way be affected or
impaired thereby, wunless the Regional Director in his/her sole
discretion determines otherwise.

No Violations of Law, Rule, Regulation or Policy Statement
Authorized; OTS Not Restricted

Nothing in this Agreement shall be construed as: (i) allowing the
Association to violate any law, rule, regulation, or poliey
statement to which it is subject or (ii) restricting or estopping
the 0TS from taking any action(s) that it believes are appropriate
in fulfilling the responsibilities placed upon it by law.

Successors in Interest/Benefit

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. Nothing in this Agreement, express or
implied, shall give to any person or entity, other than the parties
hereto, the Resolution Trust Corporation, and the Federal Deposit
Insurance Corporation and their successors hereunder, any benefit
or any legal or equitable right, remedy or claim under this
Agreement.

Signature of Directors

Each Director signing the Agreement attests, by such act, that she
or he, as the case may be, voted in favor of the resolution, in the
form attached to this Agreement, authorizing the execution of this
Agreement by the Association.

Enforceability 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 this Agreement is a
"written agreement” entered into with the 0TS within the meaning of
Section 8 of the FDIA, 12 U.S.C. §1818.

IN WITNESS VHEREQF, the 0TS, acting by and through the Regional

Director and the Association, in accordance with a duly adopted
resolution of its Board (copy attached hereto), hereby execute this
Agreement as of the Effective Date.

OFFICE OF THRIFT SUPERVISION PERPETUAL SAVINGS BANK, F.S.B.

By: C_ By:
Name: jJHasvlay G. Hrifne Name! ~
Title: Reivic PetTy  DivecTes Chief Executive 0fficer “‘ﬂkxku&\
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DIRECTORS OF THE ASSOCIATION

Director

Director

Director

/st
Directoz”

78]
Ditecvor ' =N 7

sl

Directot ) O _

/s]
Director =
Director
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DIRECTORS OF THE ASSOCIATION

Director Director

Mrector Director

Director Director

Director Director
/s/

Directory Director
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FORM OF

CERTIFIED COPY OF
RESOLUTION OF BOARD OF DIRECTORS

I, the undersigned, being the duly appointed and qualified
Secretary of Perpetual Savings Bank, F.S.B., Cedar Rapids, Towa ("the
Association"), hereby certify as follows:

1. A duly called meeting of the Board of Directors of the
Association was held on [ude; D~ , 1993;
T

2. At said meeting a quorum vas present and voting throughout;

3. The folloving is a true copy of resolutions duly adopted by the
Association’s Board of Directors, which resolutions have not been
rescinded or modified and are now in full force and effect:

WHEREAS, the Bogard of Directors of the Association wishes to
cooperate with the OTS and to demonstrate that said Board and the
Association have the intent and ability to: (1) comply with all
applicable laws and regulations and (2) engage 1in safe and sound
practices; and

VHERBAS, the Directors of the Association have read and considered
the proposed Supervisory Agreement (“Agreement™) which shall be attached
to the minutes of this meeting; and

VBEREAS, after due consideration, the Directors of the Association
have determined to cause the Association to enter into the proposed
Agreement which is in the best interest of the Association;

NOV THEREFORE, BE 1IT RESOLVED, that the Association be and it
hereby is authorized to enter into the Agreement in the form attached to
the minutes of the meeting,

FURTHER RESOLVED, that the execution and delivery of, and
performance of all of the provisions of the Agreement be, and they
hereby are, authorized and approved,

FURTHER  RESOLVED, that the Directors and Officers of the
Association be, and they hereby are, authorized and directed teo execute
and deliver the Agreement and to take all steps necessary or appropriate
to implement the terms of the Agreement and to cause the Association to
comply in all respects with the terms of the Agreement.

4. All members oﬁﬁtQE Board of Directors were present and voted at
the meeting (except | (¢ =L LT W J Ll o~ Yy and all members
of the Board of Directors (except | Jaleit— (11 bl } voted in
favor of the resolution;
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IN WITNESS WHEREQF, I have hereto subscribed my name and affixed

the seal of the Association on this 7>/ day of {/{,-Qi;q_ y 1993.
d
/87
Name:
Title: (¢ litirwscn .
E Dy : i
(SEAL) Fm < B-C
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Y Perpe fual

ed
Savings Bank .. Cedar Rapds, lowa 52407 3550

I, the undersigned, John L. Baughman, Secretary of Perpetual
Savings Bank, FS5B, do hereby certify that the following excerpt
from the minutes of the meeting of the Board of Directors of
Perpetual Savings Bank, FSB, held May 21, 1993, is true, exact and
has not been revoked:

"The following resolution was made by Mr. Tilden and seconded by
Mr. Dowie:

WHEREAS, the Board of Directors of the Association wishes to
cooperate with the OTS and to demonstrate that said Board and the
Association have the intent and ability to: (1) comply with all
applicable laws and regulations and (2) engage in safe and sound
practices; and

WHEREAS, the Directors of the Association have read and considered
the proposed Supervisory Agreement ("Agreement”) which shall be
attached to the minutes of this meeting; and

WHEREAS, after due consideration, the Directors of the Association
have determined to cause the Association to enter into the proposed
Agreement which is in the best interest of the Association;

NOW THEREFORE, BE IT RESOLVED, that the Association be and it
hereby is authorized to enter into the Agreement in the form
attached to the minutes of the meeting.

FURTHER RESOLVED, that the execution and delivery of, and
performance of all of the provisions of the Agreement be, and they
hereby are, authorized and approved,

FURTHER RESOLVED, that the Directors and Officers of the
Association be, and they hereby are, authorized and directed to
execute and deliver the Agreement and to take all steps necessary
or appropriate to implement the terms of the Agreement and to cause
the Association to comply in all respects with the terms of the

Agreement. Motion carried.”

IN WITNESS WHEREOF, I have hereunto subscribed my name this 27th
day of May, 1993, by order of the Board of Directors.

/s/
John L. Baughman,”Secretary

CEDAR RAPIDS CEDAR BAPIDS CEDAR RARIDS IOWA CITY

Dawrerawn Office Lindale Office Wesiiale Office Downtown
TG0 First Ave. NE 4444 First Ave NE 3730 Williams Blvd SW 301 South Clinton 51

(3191 3661851 {319) 383.7700 {219 296-4240 {319} 338-9751
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Yy Perpe fual

PO Box 73850
saV“'IgS Bank £58 Cedar Rapids, lowa 52:;?-3850

I, the undersigned, John L. Baughman, Secretary of Perpetual
savings Bank, FSB, do hereby certify that the following excerpt
from the mnminutes of the meeting of the Board of Directors of
Perpetual Savings Bank, FSB, held May 21, 1993, is true, exact and
has not been revoked:

“The following resolution was made by Mr. Tilden and seconded by
Mr. Dowie:

WHEREAS, the Board of Directors of the Association wishes to
cooperate with the OTS and to demonstrate that said Board and the
Association have the intent and ability to: (1) comply with all
applicable laws and regulations and (2) engage in safe and sound
practices; and

WHEREAS, the Directors of the Association have read and considered
the proposed Supervisory Agreement ({("Agreement") which shall be
attached to the minutes of this meeting; and

WHEREAS, after due consideratioh, the Directors of the Association
have determined to cause the Association to enter into the proposed
Agreement which is in the best interest of the Association;

NOW THEREFCRE, BE IT RESOLVED, that the Asscociation be and it
hereby is authorized to enter into the Agreement in the fornm
attached to the minutes of the meeting.

FURTHER RESOLVED, that the execution and delivery of, and
performance of all of the provisions of the Agreement be, and they
hereby are, authorized and approved,

FURTHER RESCLVED, that the Directors and Officers of the
Association be, and they hereby are, authorized and directed to
execute and deliver the Agreement and to take all steps necessary
or appropriate to implement the terms of the Agreement and to cause
the Association to comply in all respects with the terms of the
Agreement. Motion carried."

IN WITNESS WHEREOF, I have hereunto subscribed my name this 27th
day of May, 1993, by order of the Board of Directors.

’s/
John L. Baughman, Secretary

CEDAR RAPIDS CEDAR RAFIDS CEDAR RAPIDS IOWA CITY
Downtown Office Lingale Office Westdale Office Downtown

TO8 First Ave, NE 4444 First Ava NE 3730 Wiliiams Bhvd SW 301 Souty Curige
{313 366-1881 {318} 393-7700 {319} 396-4240 [319} 338-3751
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Yy Perpecual .
saVlngS Bal'lk FsB Cedar Rapids, lowa ngs?gggg

I, the undersigned, John L. Baughman, Secretary of Perpetual
Savings Bank, FSB, do hereby certify that the following excerpt
from the minutes of the meeting of the Board of Directors of
Perpetual Savings Bank, FSB, held May 21, 1993, is true, exact and
has not been revoked:

"The following resclution was made by Mr. Tilden and seconded by
Mr. Dowie:

WHEREAS, the Board of Directors of the Association wishes to
cooperate with the OTS and to demonstrate that said Board and the
Association have the intent and ability to: (1) comply with all
applicable laws and regulations and (2) engage in safe and sound
practices; and

WHEREAS, the Directors of the Association have read and considered
the proposed Supervisory Agreement ("Agreement") which shall be
attached to the minutes of this meeting; and

WHEREAS, after due consideration, the Directors of the Association
have determlned to cause the Association to enter into the proposed
Agreement which is in the best interest of the Association;

NOW THEREFORE, BE IT RESOLVED, that the Association be and it
hereby is authorized to enter into the Agreement in the form
attached to the minutes of the meeting.

FURTHER RESOLVED, that the execution and delivery of, and
performance of all of the provisions of the Agreement be, and they
hereby are, authorized and approved,

FURTHER RESQLVED, that the Directors and Officers of the
Association be, and they hereby are, authorized and directed to
execute and deliver the Agreement and to take all steps necessary
or appropriate to implement the terms of the Agreement and to cause
the Association to comply in all respects with the terms of the
Agreement. Motion carried.®

IN WITNESS WHEREOF, I have hereunto subscribed my name this 27th
day of May, 1993, by order of the Board of Directors.

‘ /s/

John L. Baudhman, “Secretary

CEDAR BAPIDS CEDAR BAPILS CEDAR RAPIDS IOWA CITY
Downtown Office Lindale Office Westdale Office Downtown

700 Firgt Ave. NE 4444 First Ava NE 3730 Witliams Bivd SW 301 South Chinmton St
{319 366- 1851 £319) 383-7708 1319 3964240 {319) 338-8757
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