
SUPERVISORY A@- 

f ld  day sf JJLY , 1995 (the "Sffective >aten), by and between 
F a  Federal Eanccrp, A Federal Savings Bank (the "Association3'), a 
federally ckarterad stcck association, tarring its ir.ain office located at Austin, 
Texas and the Office of Thrift Supervxsion ("OTS"!, an office within the United 
Staces Departnent of the Treasury, having its principal executive offices 
locazed at 1700 G Street, N.X., Washington, D.C., actizg through its Midwest 
Regional Eirector cr hisjher desimee ("Regional Director":. 

WKEREAS, the 0 5  :s the primry federal regulator of the Associatior; and 

WRBKEAS, based on the Report of Examlnatron dated as cf Ncverber 7, 1994 
("ROE"!, the OTS is of the oplnxon that the Association has engaged ln acts and 
practices that are considered to be *unsafe and uneound; and 

WEEREAS, the CTS is of the opinion ::hat grounds exist for the :nitlacion of 
ad-nlntsrratxve proceedings aga-nst the Aesociatlon: and 

WXEnsAS, the OTS is cf tbe view that it is appropriate to take neaeures 
intended to enssre that the Association will engage in safe and sound practices: 
ane 

=REAS, the Associatxon, acting through its Eoard of Directors (the 
"5oardU!, wxthost adnitt:ng or denKng any violat~cne of Laws or reFjulatlons 
and/or w-safe arrd =sound practices, wishes to cooperate wzth the OTS azzd to 
evzdence its lntezt to address and correct the practices that the 03 believe to 
be unsafe and *~m+o%md. 

NOW TIISREFORE, in consxderatlon cf the above prernlses, the mutual 
LdertaXincjs set for-h hereir, the part-es hereto agree as follsws: 

COMPLIANCE WITH BABE AM) SOUND PRACTICES 

CORRECTNg PROVISIONS 

1. (a) Subject to subsection ie) hereof, by no later than Cecember 31, 1995, 
and thereafter through December 30, 1996, the Association s.bl1, under 
interest rate risk scenarios reflecting an instantaneous shift in 
interest rates of each plus and minus 200 basis poizits (assmi-g a 
parallel shift in the *eld cxr-?e) : 

li) maintain a net portfolio value !"?UTVn; ratio of at 
least 0.4l; and 

!ii) xxur a decrease m NPV of 7x1 more than 8 4 % .  

(b! Sub:ect to subsection ie) hereof, by no latar than December 31, 1996, 
and thereafter through Decerher 30, 1997, tbe Aseooiatxon shall, under 
lnterest race rxsk scenarlos reflecting an instantanecus shi" tn 
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assuming a 

(i! rrafazafa an N?V ratlo of at least 2 . 0 % ;  and 

(ii) incur a decrease in NPV of no more than 51%. 

:c) Sub]ect to subseoe:on (el hereof, by zo later than December 31, 1997, 
the Aa%oc;atton sbll, under izterest rate risk scenarios reflecting 
an instantaneous shift in inccreat rates of each plus and minus 200 
basis poznts (assuming a parallel shift in yield curve): 

(ii maintain an NPV ratio of at least 3.0%; and 

(iil incur a decrease in N F J  of no mare than 40%. 

:dl Tor prposes of subsections (a), b !  and ic) hereof, calculations 
snali be nade, except as ctherwrse agreed by the paraes rn *writing, 
iz accordance with the Assoclatlon's internal aysteb for modeling 
rnterest rate rfsk. 

(el For purposes of subsecttons ( a ) ,  ib) , and ic) hereof, the Assocfation 
shall not be deemed to be ir violatron of such provrsions for failure 
to meet any of the stated thresholds, provided that: 

(1) the Association does not va-y from the stated 
threshold by more than 10% of such t.hreshold; and 

(ir) within sixty days (or sucn Longer period approved 12 
wrrtmng by the Regional Director in reeponse to a . . . . 
wrztten request by the Assoclatlon, with such 
approval cot to be unreaeonablv wtt%eld) of anv time . . 
ia which the Association fails to satisfy the stated 
threshold, it shall eliminate such variance in order 
to satisfy the stated thzeshold. 

2. The Association shall comply with the exposure limits tor percentage 
changes in NPV and net interest income, as such limits were adopted by ihe 
Association's Board and were in effect as of November 7 ,  1994, by 
December 31, 3.997. 

7 . The Association shall, by the 66t.". calendar day afzer each calendar 
quarter, begiraiag with the first calendar quarter sf 1995, submit to the 
OTS a written report that reports, as of the end of the Ljrior calendar 
quarter, actual capital levels, earnings, interest rate risk exposure, and 
sufficient infomatior. to indicate how such amoats were calculated. 

4. The Association shall comply with all liquidity requirements cf 12 C.F.R. 
Part 5 6 6 .  
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5. Com~lianc* with Aeexwuent 

(a) The Board and officers of the Association syall take immediate action 
to cause the Association to comply with the terms of this Agreemeyt 
and shall take all actions necessary or appropriate thereafter to 
cause the Association to continue tc carry cut the provisions of this 
Agreement . 

(b) The Board, on a quarterly basis, shall adopt a Board resolution (the 
"Compiiance Resolution") formally resolving that, following a diligent 
inquiry of relevant informticr, (including reports of management), to 
che best of its knowledge and belief, during the inmediately preceding 
calendar quarter, the Association has complied with each provision of 
this Agreement currently in effect, except as otherwise stated. The 
Compliance Resolution sitall: (i) specify in detail how, if a= all, 
full compliance was fo=d not to exist, and (ii) identif-y ail notices 
of exemption or non-objection issued by the Regional 3irector thac 
were outsrandisg as of the date of its adoption. 

ic) The minctes af the meeting of the Board shall set forth the following 
information with respect to the adoption of each Com~liance 
Resolutioz: (i) the identity of each dxector voting in favor of its 
adoption: and iii) the ident~ty of each director voting in oppositron 
to its adoption or kbstaiiaang from votlng tP.e;ezeon, setting forth each 
such director's reasonmg for opposing or abstaining. 

(dl 270 later than the 60th calendar day followzsg the end of a calendar 
quarter, beginning wita tke end cf the first calendar quarter 
following the Sffectrve Date. the Assocration shall provide to the 
Regioral 3irector a certzf-ed true copy of the Compliance Resolution 
adopted at the Board meeting. The Board, by virtue of the 
Amociatzon's submission of a cert~fied true copy of each such 
Compliance Resolution to the Regional Director, @:hall be deemed to 
have certified to the accuracy of the statements set forth in each 
Compliance Resolution, except as provided below. ;n the event :hat 
one or more Directors do not agree with the representations set forth 
m a Compliance ReSOlUtion, such diaagreemert shall be noted in the 
minutes of the .%szssociation. 

All technical words or term used in this hgreemezt for which meanings are 
not specified or otherwise provided by the provisions of this Agreement 
sball, insofar as applicable, Pave meanings as defined in Chapter V of 
Title r2 of the Code of Federal Recnrlationa, the Borne Owners' Loan Act 
LnXJLAn), the Federal Deposit Inscanoe Act ("F3IAn) or OTS %ernran&. Any 
such technical words or terms used in this Agreement and undefined in saiS 
Code of Federal Re-, EOLA, mIA, or OTS Memoranda shall have 
meanings t h t  are in accordance with the best custom and usage in the 
savings and loan industry 
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I 7. Successor Statutes. Reaulatione. Guidance. Rmendmwxta 

Reference :r, this Agreement to P~CVT-S~OES of statutes, regulations, and OTS 
Memoranda shall be deemed t? include references to a:: amend~~ents to such 
provisions as hav% beer, m d e  as of the Effective Date and references to 
scccessor prov;szcns as they become appl:cable. 

8 .  Durafion, Trnninatioa or Suauenaion of Aarewqant. 

(a) This Agreement shall: (i) become effective upon its execution by the 
OTS, through its authorized representative whose signature appears 
below and (Fib remain in effect until terminated, modified or 
suspended in writing by the OTS, acting though ics Director or the 
Regional Director (including any autkorized designee thereof:. 

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

9. Tim* Limits 

Tine limltatlons for compllar-ce with :he terns of this Agreement run from 
the Effective Date, unless otkerwrse noted. 

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

Zn case any provisior, in this Agree?r.ent is ruled to be invalid, illegal or 
unenforceable by the decisior, of any Court of competent :urisdiction, the 
validity, legality and enforceability of :he remaining provisions hereof 
eilall not in any way be affected or impaired thereby, 'aless the Regional 
Director in his/her sole discretion determines otherwise. 

2 2 .  No violations of Law. Rub, Rsglllation or Poliev Statement huthoriz*dt OTS 
got R8atrictsd 

Nothing in this Agreement shall be conet-ued as: iii allowing the 
ASSOciation to viclate m y  law, rule, regulation, or policy statemat to 
which it is subject or iiij restricting the OTS from taking such action(8) 
that are approprlate in fulfilling the responsibilities placed upon it by 
law, includicg, without limitatior,, m y  type of superiisory, enforcement or 
resolution action that the OTS deterwdzes to be appropriate. 

?'he tenns ar.d 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 A5reemenr. express or iwlied, shall give to any person 3 r  

entity, other t k m  the parties hereto, the Resolution Tmst Corporation, 
and the Federal 2eposit Insurance Corporation and their successors 
hereunder, any benefit or any legal or equitable right, remedy or clair, . &,der - this Agreement. 



FrarAlin Federal Sancoq 
Superr;scr;r Agreement 
Page 5 

zach Jirectcr s z m m g  the Agreement attests, by such act, t h t  she or he, 
as the case !ray he, voted in favor of :be resoiucion, in the 50-3 attached 
r3 thls Agreement, authorizing the execution of thxs Agreement by the 
Assoczatzon. 

Tfixs Agreement represents the final wrxtten agreement of the parrzes with 
resgect to the scSject mazter hereof and constztutes the sole agreeaent of 
the parties wit4 each other, as of the Effeccxve Date, wzth respect to such 
eub]ect marcer. 

T>e Association represents and warrants :Pat this Agreement has been duly 
authorized, executed, and delivered, and constitutes, in accordance with 
its tens, a valid and binding obligation cf the Association. The 
Association ackowledges that this Agreement is a "writ:en agreement" 
entered ints with the 0'3 within the meaning of Section 8 of the mm, 12 
U.S.C. slsla. 

IH W I W S S  WKSREOF, The OTS, acting by and throcgh the Regional Directcr, 
and :ne Assocxatzor,, i n  accordance xlth a duky adopted resolution of 2:s' Board 
(copy attached hereto), hereby execute thxs &reement as of the Effective Date. 

TXX ASSOCIATION 

A- BY. r A / 

- , 
?&me : w i d  Sradley ~amd: Leonard Huber 
Tzrle: Regional Deputy Dxrectar Chief Executive Officer 

For the Regional Dlrector 

Dxrector Director 

Direcccr Dlrector 

T)3.:ecf or Director 



Each Dlrectof aigning tha Agreemant attascst..by ouch act ,  that ehe or he, 
aa the caae aay he, vaced i n  favor of the resolution, i;i 'As form atrached 
to  thza wreement, authori:L%g the axccucion of t h i s  Agraemcrc by cha 
hasociation. 

Tbxs Agreemaat represents tho final MiCZen agrsemrrt of the partrae uirh 
respect t o  the scS;ecf mat=sr hereof and ConstZcutea the sole agrsemcne of 
the parties with each other, as of the E~fac t ivc  Date, wlcb reapcc= ts euch 
subject rmctsr. 

The Aseociatien reprasentr and watTanC9 C h a t  a s  Agreement h a  been duly 
authorized, executed, and delivered, and constitufae, m accordance vath 
its t e r n ,  a valid and bln&=g obligation of the Aescclatuaa. The 
Aasoczatxon ac!czovlsdgee chac this Ag=-ement is a "vr:ttcn agraement" 
exe red  =to with the OTS within the meanlag of S e c t ~ o a  8 ?f t!is ma, 12 
O.S.C. 91818. 

Ilr ~~B WXKlU01, cbe OTS, acting by and througfl e3e Regional Director, 
a ~ d  the Aaaociation. in  accordance vzth a duly adopted resolution of its' Board 
[copy actached hereto), hereby execxta t h e  Ag'rasmant as of the Efzectiva Data. 

OPPXCX 01 TE(RIPE SUPSXVISION TE& M9OiXATIObl 

BV. B v  / 

- /S / - 
Hame: /k?Sid sradley ~ame! La-d Euhr 
Tztle:  Reglcnal Deputy Dlrecfcr Chief Zxecurivs Officar 

For tfle RegiOnal Director 

Direccor Diracl+or 

-. 
Direccor I 

JUL I35 '95 15:53 



sac! Director siyxscj the  Aqreemacc a t t e s t s ,  by mu& ac t ,  tSnt she or  ha, 
as the case may be, voted i n  favcr of the resoluczon, 13. 'Ae f o m  attach& 
t o  thze Aipeemen:, authorzz;r.g t k c  sxecuczon o i  t:%e Aqzeeumt by the 
.*8scczac:m. 

T!xs Agresmmr r ep reea t a  t t e  f inal  vr;Cton aqrsamect of the parrzes wlth 
respect t a  the sub:ect matter hereof and coawt&tutse the  sole agreement of 
tSe p a r a e s  w i t 3  ea& other,  ae of the Lffsctzve na te ,  wit2 respect t o  such 
eubjact aarttsr. 

The Psaoeiatzoa represents and wanants that t h i s  Agreemect has keen duly 
authorrzed, executed, and delivered, and conscitutea, Ln  accordance wxch  
:t3 t e r m ,  e valid and bindiaq obligation of t ae  nctsocrrcxin. The 
Aaooczatzon ackrowledges tha t  this Wwmezat %a a "vr i t ten agreeman:' 
aztczed =to with the OTS wztrsd the meaahg of Secrion a of tke P D U ,  12 
U.S.C.  91918. 

Ztl m7HSSS -, the OTS, aftrng by a d  tti-oush the XeeonrL Director, 
aad the ;\ssociatzoa, in  accordance vzth a duly adopted maolutfen of its' Board 
(copy attached Sereto),  b r a b y  execute Chis meemant as of e t e  Eifec:ive Jace.  

6' S /  
director  I 
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Eacs DLZ.Ccox 3iy1l~ag the M B W C D ~  .ti(L?,tS, by SUtl l  aC=, h t  she 0: he, 
as  :he case may be, voted ia favor of Cre resolucioa, in *Ae Iorn attached 
t5 thad Agreement, aut?loririzg tke  axecution af C b s  AgreemCIIc by tb. 
hssociatron. 

This Agrremmc rep:esc?llcs cha f inal  vriccra igraemaz af the 1;arcias v i t h  
respect t o  che s a j e c +  matter hereof and eonati tutea the sole agreement of 
the partfe?, with each otSar, u of the Effective Dace, vi+S respect t a  auch 
subject  matter. 

The Assotiatrea rep+es.nta and warrints that  taus Agraema~i: has been duly 
autharrzed, ezacueed, and delivered, md conscitutea, in accordaace v i t h  
i ts  cerme, a val id  and brndiag obligation of t he  Associ~t ion.  The 
Rlsociaeacn aehouledges that thts  @aemcnt i s  a 'v r i tcm agreemmr* 
&?rered in to  wick the OTS within the mmhg of SectLon 8 of t h e  PrrrA, 1 2  
U.S.C. S1818. 

III NXTBZSS WEXJUOF, the OTS, acting by +nd Uvough the Regioaal ffireetor, 
aad c t e  Amociation, i n  accordance wrth a duly adaptad roaoiution of its' Board 
(copy attached hereto),  hrrsky exrcutc t h i s  meamant as of +he ZfCectiva Date. 

B v  Bv: # 

/s/ -- - . 
~ama! Lpmurd ihrber 
Chief I2rPeut%ve Officer 

For the  R e g i d  Director 

Direcror 

Cirgccor 

Dlrmcar 



Mrsctar 



ZacL :rrec=:r B l ; i r . & q  :he Agret?de.lZ actoscs, by suck acc: :La+ eke -2r fie, 
as c;e caae m y  3 e ,  vocec2 I: :aver =? :he :e.sclil~~ar., iz zl?e ::,n atcaczec: 
-2 ?,ha @rsemer.t, authorizrrrg the execu-$03 of 3 Ag\g-ae?.e=t by the 
X9soc:at~Or.. 

The Aaeocrar~:~: rep=eaer:$ a& varrmcs :?.at :ki;s &-reemerr hae beer. .I-ly 
auchcrrzed, wecuzed, and de:ivsrsd, e ~ d  ccraricu=ea, :r. a e c a r h c e  wzr.'. 
r z s  e n  a valzA ar.6 b~adi:g cbligaczor. cf :he ;iseociat:cn. 3 " e  

Rssoc;acior. ackovledges :ha: this Rgrsemenc IS a %.---- ,-,.en ag=eementd 
e x e r e d  k:,- w l t h  :he 0:s wach:r: eke meax=g s f  SeccLcn 3 sf :I-e f3-A. 1: 
-7 - . a  $1818. 



Zacn 5lractor s r g ~ r z g  tt.e Agraer;sz: a t tases ,  3.j sue.? a c t ,  that  she 31. he, 
as  tke case -ay he, voted m favor of the resciutxm, rr: tka fan. attacked -- -, thzs Agreement. autkor=z~:g tke executrcn cf t h 3  Agzeemesr by tke 
Assccaar+on. 

73;s Rgreemer.t regreseccs tke f ina l  written agreemerrt of the parzses wizk 
respect to  eke sw:ect rraccer herecf and ccnstrcAtes =he sc;e agreement of 
x e  par t ies  w:rh each other,  as of :.be Effectrve Sate, wzth respect to  sucz 
sutqect matter. 

T3e Assocaation represents and warrants that  th i s  Agreerr.ent h a  teen duly 
authorized, execuced. ar.d delivered, and caastftutee,  2.1 accardhlce wi:.'. 
i ts  t a m s ,  a valid and bizdi-g obligaticn af the Asscciaticn. The 
association acicowledges that  th i s  .Xgz%em.ent is a "vr:Lt:&n aejreemenc* 
eqtezed in:: wzth the CTS withiz the meacir:g of Section 8 of the FDIA,  ri .. Y . S . C .  Di81B. 

3 3  ?lIT?JESS iQBgilEOF, the OTS, acting by ar.6 tkough the ?e.;-ocal Dirsctcr,  
and :ze Asscc:atx!n, in  accordance wrth a &l j r  adopted r e s o i u t x n  a t  2:s' Board 
~ C C F ~  attached hereto) ,  heresy axecute th l s  Grsement as of the Effect-ve S a t .  

OFF5CS OF TERIFT SmE2VISION TXS ASSOCSXTION 

3v: BV : , # / 

, -.- - 
/s /  

- ? i a r : e p  
- 

i d  3radley Nand: Leacard Hubar 
-4 .. - . . Regional Desut:r Director e i s f  Exaeacive Off i c e i  

Fcr the Reqioral Dizectcr 

Director D+rector 


