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SUPERVISORY AGREEMENT

This Supervisory Agreement  ("Agreement") is made and is
effective thisg | 7™ day of June » +296 ({the "Effective
Date®) by and ~ between First Savings  Bank, F.S.B. (the
"Association®), a federally chartered stock associaticn, having its
main office located in Clovis, New Mexico, and the Office of Thrift
Supervision (YOTS*), an cffice within the United States Department of
the Treasury, having its Principal executive offices located at 1700
G Street, N.W., Washington, D.C., acting through its Midwest Regional
Director or his/her designee ("Regional Directory) .

WHEREAS, the OTS is the primary federal regulator of the
Association; and

WHERBAS, based on the Report of Examination for the 0TS
examination of the Association commenced on February 5, 1996 {"ROE"},
the OTS is of the opinion that the Association has engaged in acts
and practices that are considered to be unsafe and unsound; and

WHEREAS, the 0TS ig of the opinion that grounds exist for the
initiation of administracive broceedings against the Association; and

”;L;QQWﬁ§ERE£$;~thé*OTS“ig”éf”Ehéwvié&miﬁéﬁwi’”is appropriate to take
Teasures intended to ensure that the Association will engage in safe
and sound practices; and : ' ' ' -

WHEREAS, the Association, acting through its Board of Directors
‘the "“Board")! without admitting or denying any unsafe and unsound
practices, wishes =g -ooperate with the OTS and to evidence the
ntent to engage in safe and sound practices.

NOW THEREFORE, :n consideration of :the above premises, the
mutual undertakings set forth herein, the parties hereto agree as
follows:

CORRECTIVE PROVISIONS

BUSINESS PLAN AND CAPITAL

Nc later than June 30, 1996, the Association shall submit to the

o

Regional Director a business plan (the "Plan®), satisfactory to the
Regional Director, to achieve compliance with the requirements of
this Paragraph. The Association shall thereafter comply with such

Plan and shall comply without deviation with the requirements set
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forth in this Paragraph 1 except as otherwise approved in writing by
the Regional Director. The Plan shall not ke amended without the
written approval of the Regional Director. 1In any case in which it
becomes apparent that the Association shall be unable to comply with
its Plan due to factors beyond the control of the Association and its
officers and directors, the Regional Director shall, in good faith,
give consideration to s proposed amendment to the Plan, if requested
in writing by the Association, in order to allow for variations that
would adapt to such factors. The requirements include progressively
targeted levels of core capital calculated pursuant to 12 C.F.R. Part
567. Such requirements are as follows:

A Capital Rgggireman;g

(i) On  the Effective Date, and thereafter, the
Associlation shall, at a minimum, maintain all capital requirements of
12 C.F.R. Part 567, and any successor provisions, as are now in
existence or as hereafter amended.

{ii1) In addition to complying with those capital
requirements set forth in subparagraph (i) hereof, but subject to
subparagraph (iv) hereof, the Association shall, by December 31,
1596, obtain, and thereafter shall maintain, such additional core
capital as shall be ecessary to reach total core capital of no less
than six percent (6%) of the Association’s adjusted total assets.

ST requirements  set - forth "in “subparagraphs (i)  and (ii} hereof, but

subject to subparagraph /iv) hereof, the Association shall, by
June 30, 1997, obtain, and thereafter shall maintain, such additional

core capital as shall be lecessary to reach total core capital of no
iess than seven percent (7%) of the Association’'s adjusted total
assets,

{iv} The Association shall not be deemed «o be in
violatien of either subparagraph (ii)} or subparagraph (iii) hereof
for failing to satisfy the core capital reguirements set forth
therein at a given point in time, provided, however, that within
thirty days of such date of such failure te satisfy such core capital
requirement, the Association does satisfy all requirements of
Subparagraphs (ii} and {1ii} that are otherwise applicable, Nothing
herein shall be deemed O authorize any failure to satisfy the
reguirements of Subparagraph (i) hereof, including, but not limited
to, the core capital requirements.

B, Additional Business Plan Regquirements.
(1} The Plan shall, at a minimum:;
{a) describe the manner in which the Asscciation

will increase its capital to achieve compliance with its capital
reguirements;
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{b) specify the types and levels of activities
in which the Association will engage;

(¢} include a specific and realistic strategy to
reduce interest-rate-risk eXposure, ensure compliance with the
egtablished exposure limits, and improve earnings by addressing
increasing net interesr income and core income and how operating
expenses shall be controlled;

(d} contain the certifications required by 12
C.F.R. § 567.10(a) (3);

(e) be consistent with all supervisory guidance
including, but not limited to, Office of Thrift Supervision Thrift
Bulletin No. 36a of March 8, 1990, andg any successor guidelines;

(£) contain all other required information
specified by the Regional Director; and

(g) address the requirements contained in thisg
Agreement .

(ii) If the capital requirements contained in Part 567
of the 0TS requlations (12 C.F.R. Ppart 567) should be revisged upward,
the Association shall submit a revised capital plan thart demonstrates
hoew the Association will  comply with such revised capital
requirements.

h

By no later than June 30, .1996, the Board of Directors of the
ASSCCi&tion {the "Board") shall establish an effective
asset/liability and investment committee, which shall he charged with
regqular oversight of pricing activities, investment selections,
impiications of interest rate risk, and compliance by the Association
with policies set by the Board.

3. TE c LIANCE REPORTS

Within 45 days of the end of each calendar Jquarter, the
Association shall submit to the Regional Director a written report,
providing a review of actual operating results versus Dbudgeted
crojections, as contained in the plan, and include reagons for
material variances, Additionally, the written report shall include a
detailed analysis of the Association’s exposure to interest-rate rigk
as of the end of sueh quarter and the reasons for material variances,
if any, during such quarter from the interest rate risk strategy
contained in the Plar..

4. APPOINTMENT OF DIRECTORS OR HIRING QF SENIQR EXECUTIVE OFFICERS

Pursuant to Section 32 of the Federal Depogit Insurance Act, 12
U.8.C. § 18311, ang any regulations promulgated thereunder, rhe Board
shall notify the Regicnal Director of the proposed addition, or
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employment, of any director or senior executive officer or a lateral
change or a change in responsibilities of a senior exXecutive officer,
before such addition, employment or change becomes effective. The
Association and the Board Tay not add or change the responsibilities
of, or employ any director or senior executive cfficer if the

Notwithstanding cthe requirements of this Agreement that the
Beoard submit various matters to the Regional Director for the purpose
of receiving his approval, non-objection or notice of acceptability,
such regulatory oversight does not derocgate or supplant each
individual member’'s continuing fiduciary duty. The Board shall have
the ultimate respongibility for overseeing the safe and sound
operation of the Association at all times, including compliance with
the determinations of the Regional Director as required by this
Agreement .

5. COMPLIANCE WITH AGREEMENT

= :'f,;fj.ifﬁfiiii-:%ﬁfffﬁéiﬁ‘éé'zﬁéati#éﬁ&——'ié'ﬁéi"};*'"‘t‘éi’eﬁé" all actions necessary or appropriate

thereafter to cause the Association to continue to carry out the
provisions of this Agreement. S . o o

B. The Board, on a monthly basis, shall adopt a board
resolution (the "Compliance Resolution®) formally resolving that,
following 3 diligent nquiry of relevant information {including
reports of management), ro the best of its knowledge and belief,

during the immediately preceding calendar month, the Association has
complied with each provision of thig Agreement currently in effect,

SXCEPL as otherwise stated. The compliance Resclution shall: (1)
Specify in detail how, if at all, full compliance was found not to
exist, and (ii) identify all notices of exemption or non-obiection

issued by the Regional Director that were outstanding as of the date
of its adoption.

C. The minutes of the meeting of the Board shall set forth
the following information with reéspect 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 director voting
in opposition to ~-ts adeption or abstaining from voting thereon,
setting forth each such director’s reasoning for opposing or
abstaining.

D. No later than the 45th calendar day following the end of
a calendar guarter, beginning with the end of the first calendar
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quarter following the Effective Date, the Association shall provide
to the Regiocnal Director s certified true copy of the Compliance
Resolutions adopted at the Board meeting of each month in such
calendar quarter. The Board, by virtue of the Association‘s
submission of a certified Lrue copy of each such Compliance
Resolution to the Regional Director, shall be deemed to have
certified to the accuracy of the statements set forth in each
Compliance Resolution, SXcept as provided below. 1In the event that
one or more director of the Board do not agree with the representa-
tions set forth in a Compliance Resolution, such disagreement shall
be noted in the minutes of the Association.

7.  DEFINITIONS

this Agreement shall, insofar as a
in Chapter V of Title 12 of the Code o adera] equlatic
Owners’ Loan Act {"HOLA"), Federal Depogit Insurance Act ("FDIA") or

0TS Memoranda. Any such technical words or terms used ip this
Directive and undefined in said Code of Federal Regulations, HOLA,

¥DIA, or OTS Memoranda shall have meanings that are in accordance

8. SUCCESSOR STATUTES, REGULATIONS, GUIDANCE, AMENDMENTS

Reference i this Agreement to provisicons of statutes, .

regulations, and QTS”M@m@@&&é@w@h&%&wbefﬁéém@a'tavznc1udebréferencesw“*59“”

;jjﬂhﬁtdiallkamenéments ©0 'such provisions as have been made as of the

Effective Date and references Lo successor provisions as they become
applicable, : - .

LVe)

A, This Agreement shall: (1) Dbecome eaffective upon  its
£xecution by the 0TS, through its authorized representative whose
signature appears below and (ii) remain in effect until terminated,
modified or suspended in writing by the oTs, acting through itg
Director or the Regicnal Director lincluding &ny authorized designee
thereof) .

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

10. TIME LIMITS

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

11. EFFECT OF HEADINGS

The Section headings herein are for convenience only and shall
not affect the construction hereof .
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12. 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 validity, legality and enforceability of the
remaining provisions herecf shall not in any way be affected or
impaired thereby, unless the Regional Director in his/her sole
discretion determines otherwise.

Nothing in this Agreement shall be construed as: (i) allowing
the Association to viclate any law, rule, regulation, or pelicy
statement to which it ig subject or (ii) restricting the OTS from
taking such action(s) that are appropriate in fulfilling the
responsibilities placed upon it by law, including, without limita-
tion, any type of supervisory, enforcement or resolution action that
the OTS determines to be appropriate.

14. BSUCCESSORS IN ENT§E§§I[BENEF§$

The terms and pProvisicng 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 ally person or entity, other than the partieg

,@3gadégégdggXﬁé@ééﬁégry~gny“Beﬁeflt or any legal or equitable right,

remedy or claim under this Agreement .

15. SIGNATURE OF DIRECTORS

Each director of rhe Board signing the Agreement attestg, by
such act, that she or he, as the case may be, voted in favor of the
resolution, in the ferm attached to this Agreement, aucthorizing the
execution of this Agreement by the Association.

16. INTEGRATION CLAUSE
astrmanfsawiy CLATISE

Al This Agreement represents the final written agreement of
the parties with respect to the subject matter hereof and constitutesg
the sole agreement of the parties, as of the Effective Date, with
Tespect to such subject matter.

B. Nothing herein shall be construed as affecting the gstatusg
f the Prompt Corrective Action Directive ("pCa Directive") igsued by
the OTS against the Association on July 28, 1993, and amended on
August 2, 1994, RProvided, however that in the case of any conflict
between the language of thig Agreement and the PCA Directive, as so
amended, the language of thig Agreement shall prevail.

i7. ENFORCEABILITY oOF AGREEMENT
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been duly duthorized, axecuted, and
accordance with itg Cerms, a valid
Association.

0TS LEGAL DEPT

Section 8 of the FDIX, 12 U.8.c. §igls.

resolution of its Board (copy attached harers),

28 of the Effgctive Data.
CFFICE OF THRTPT SUPBRRVISION

By:
Name: David B, Eradley
Title: Regicnal Deputy Dirsctor

DIRRCTORS OpF THE

By:

Name: Xen Huey, Jr.

ongtitucaes,
igation of the
is a

Qoos

The Association Tepresents and warrants shat this Agreement hag
dalivered, and o
and binding oblj
The Associaricn acknowledges that thig
"written agrsement” entared into with the

in

Title: Chief Executive Officer

ASSOCIATION

Robert "chags Lydick

DA  » % o -~ (= S T

/S/
C&I‘l Dgﬁt&f}, P e
Director

Charias Guthals
Direcrar

Thomas W, Martin, T3
Direcror

Director

Ken Huey, 5=,
Direcror.

IS/

Everett I,. Frost
Director



e

The Association represents and warrants that this Agreement has
been duly authorized, executed, and delivered, and constitutes, in
accordance with itg terms, a wvalid and binding obligation of the
Association. The Association acknowledges that thig Agreement is a
"Written agreement" entered into with the OTS within the meaning of
Section 8 of the FDIA, 12 U.S8.C. §1818.

IN WITNBSS WEEREOF, the OTS, 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 thig
Agreement as of the Effective Date.

OFFICE OF THERIPT SUPERVISION THE ASSOCIATION

By: /J/ By: /S/

Name:  "Dagid E. Bradley Name:/ Ken Heey #Jr.

Title: Regional Deputy Director Title: Chief Exécutive Officer

DIRECTORS OF THE ASSOCIATION

— P A
| ] S/ LA
s Acbert "Chag® Kydick Harry Egstham
% Director Director
</ e
ffffff R A —— X
Carl Deaton T Ken Huey, f;z’ )
Director A . . Director <. . .. .. . ..
Cﬂkrles Guthals Everett 1., Frost
Director e Director

/S/

Thomas W, Martin,<zzf
Director
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CERTIFIED COPY OF
RESOLUTION OF BOARD OF DIRECTORS

I, the undersigned, being the duly appointed and qualified
Secretary of First Savings Bank, F.S5.B., Clovis, New Mexico (the
"Association®), hereby certify as follows:

A duly called meeting of the Board of Directors of

}HJ

the Association was held on A . 1996;
2. At said meeting a quorum was present and voting
throughout ;
3. The following is a true copy of resolutions duly

adopted by the Agsociation’s Board of Directors, which
resolutions have not been rescinded or modified ang
are now in full force and effect:

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 to: (1) comply with all applicable laws
and regulations and (2) €ngage 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.fo the minuces of-this meeting; and =~

WHEREAS after due consideration, the Directors of  the
Asgociation 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 authorizeqd Lo enter into the Agreement in the form attached
Zo the minuteg of cthe 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, thar the Directors and Officers of the
Association be, ang they hereby are, authorized and directed to
execute and deliver the Agreement and to take all steps necessary or
appropriate to implement the texrms of the Agreement ang to cause the
Association to comply in all réspects with the terms of the
Agreement .
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4. All members of the Board of
voted at the meeting (except )
and all members of the Board of Directors (except

) voted in favor of the resolution;

Directors were present and

IN WITNESS WEEREOF, I have hereto subscribed my name and affixed
the seal of the Association on thig 31g¢ day of May . 199%¢6.

/S /
Name: \Kath§ Alienberg —
Title: Secretary
{SEAL)
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