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SUPBRVISORY AGREEMENT

This Supervisory hAgrsemant {“Agreement" is made and Lis effective this
ST day of _Juwy , 1998 (the "Effective Date"), by and Lbatween
Frank.iin Federal Banccrp., A Federal Savings Bank {the TAsscogiation?}, a
federally chartered stock asscociation, having ilts main office located at Austin,
Texas and the Office of Thrifr Supervisgion ("QTS"), an office within the United
tates Department cf the Treasury, having itg principal exescutive offices
locazed at 1700 & Street, N.W., Washingteon, 2.C., acting through lts Midwest
Regional Director or hisg/her desgignee {("Regicnal Director™).

WHERBAS, the 0I5 is the primary federal regulateor of the Association; an

WHERBAS, Dbased on the Repor: of Examination dated as of Novembper 7, 1994
{"ROE"), the 078 is of the opinicn that the Asscocilation has engaged in acts and
practices that are considered to be unsafe and unsound; and

WHEREAZ, che CTS ig of the opinion chat grounds exist for the initiation of
administrative proceedings against the Association; and

WHERBAS, the OTS8 is cof the view that it is appropriate to take measures
intended to ensure thatr the Asgocliation will engage in szafe and scund practices;
and

WHEREBAS, the Asgsociation, acting cthrough its Beoard of Directors {(the
"Board"}), without admitting or denying any viclations of laws or regulations
and/or unsafe and unsound practices, wishes to cogperate with the OTS and to
evidence its intent to address and correct the practices that the 0TS believe to
be unsafe and unsound. - : -

NOW THRREFORE, in consideration o¢f the above premises, the mutual

undartakings set forth herein, the parvies herero agree as follows:
) .

COMPLIANCE WITH BAFE AND SOUND PRACTICES
CCRRECTIVE PROVIZIONS

{a} subiect to subsgection f{e) herecf, by no later than Cecember 31, 1535,
and thereafter through December 30, 1396, the Association shall, under
interest vrate rigk scenarice reflecting an instantanecus shift in
interest rates of each plus and wminug 200 kasis points {(assuming a
parallel shift in the vyvield curve):

F

{4 maintain a net pertfolic value [("NPVY! ratic of ac
least 0.4%; and

{11} incur a decrease in NPV of no more than 84%.
{b) Subdect to subsecticn {e) herecf, by ne later than December 31, 1986,

and thersafrer through December 30, 1587, the Asscciation shall, under
interagt rate risk scenarios reflecting an instantanecus shifs in
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%, interest rates of eacn plus and minus 200 basis points (assuming a
parallel shift in the vield curve):
(i) maintain an NPV ratio of at least 2.0%; and
(i1} incur a decreage in NPV of ne more than 51%.

{¢} Subject to subsection (e) hereof, by no later than December 31, 1997,
the Association shall, under intersst rate risk scenarics reflecting
an instantanecus shif:t in interest rvates of each plus and minus 200
pagis points {asauming a parallel shift in vield curve):

{4} maintain an NPV ratio of at least 3.0%; and
(i1} incur a decrease in NPV of no moare than 40%.

{d) For purposes of subsectiocns (a), (b}, and {2} hereof, calculations
ahall be made, except as octherwise agreed by the parties in writing,
in accordance with the Association’s internal system for modeling
interest rate risk.

{e) For purpeses of subsections (a), (b)), and {¢} hereof, the Association

b3

b

shall not be desemed to be in viclation of such provisions for failure
to meet any of the stated thresholds, provided that:

{1} the Rgsociaticon does not vary from the stated

{411} within sixty days (or such longer pericd approved in
writing by the Regional Director in response tc a
written request Dby the Association, with such
approval not to be unreasonably withheld) of any time
in which the Association fails co satisfy the scated
rhreshold, 1t shall eliminate such variance in order
to satisfy che stated thresheld.

The Associaticn shall comply with the exposure limitsg for percentage
changea in NPV and net interest income, ag such limits were adeopted by the
Associatilon’s Beard and were in effect az of November 7, 15%4, by
December 3L, 1987.

The Asgcclation shall, by the 60th calendar day after each calendar
quarter, beginning with the first calendar quarter of 1395, submit to the
TS a written reporn that reports, as of tha end of the prisosr calendar
guarter, actual capital levels, earnings, interest rate risk exposure., and
sufficient information to indicate how such amounts were caloulated.

The Asgociaticon shall comply with all liguidity reqguirements <of 12 C.F.R.
Fart 566.
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MISCRELLANEOUS

< & wit ne

{a} The Board and officers of the Associaticn shall take immediate action
©o cauge the Association to comply with the terms of this Agreement
and ahall take all acticns necassary or appropriate thereafter o
cauze the Aggociation to continue te carry cut the provigions of this
Agreamentc.

{b) The Board, on a guarterly basis, shall adopt a Board resolution {the
“Compliance Resoluticon®) formally rescolving that, following a diligent
inguiry of relevant information (inecluding reports of management), o
the best of its knowledge and belief, during the immediately preceding
calendar gquarter, the Association has complied with each provision of
this Agreement currently in effect, except as otharwise stated. The
Compliance Resclution shall: (i) specify in derail how, if at all,
full compliance wasg found net to exist, and (1) identify all notices
of exemption or non-chjection issued by the Regional Director thac
were cutstanding as of the date of its adoption.

{¢] The minucses 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 sach director voting in faveor of its
adoption; and {(ii) the identity of esch director veting in oppositicn

ko its adeption or abstaining from voting thereon, setting forth each

such director’s reasoning for opposing or abstaining.

{d) No later than the 60th calendar day following the end of a calendar

.Quarter, beginning with the end of cthe first calendar  gquarter.

following the Effective Date, the B3Association ashall provide to the
Regicnal Director a certified true copy of the Compliance Resolution
adopted at the Board meeting. The Board, by virtue of the
Aggociation’s submission of a certified true copy of each such
Compliance Resolution to the Regional Pirector, shall bhe deemed to
have certified to the accuracy of the statements set forth in each
Compliance Regolution, except as provided below. In the event that
one or more Directors do not agree with the representations set forth
in a Compliance Resolution, such disagreement shall be noted in the
minutes of the Asscciation.

Dafinitions

All technical words or terms used in this Agreement for which meanings are
not specified or otherwise provided by the provisions of this Agreement
skall, inscfar as applicakle, have meanings as defined in Chapter V of
Title 12 of the Code of Federal Reoulations, the Home Owners’ Loan Act
{"HCOLA"}, the Federal Deposit Insurance Acgt ("FDIA®") or 078 Memoranda. Any
such technical words or terms used in thig Agreement and undefined in said
z of Federal] ipng, HOLA, FDIA, or OT8 Memoranda shall have
meanings that are Iin accordance with the best custom and usage in the
savings and lcsan industry.

AR TR WY 1 b e e
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4.

Succegscr Statutes, Regulationa, duidance, Amendments

Qoos

RO

B

Reference in chis Agreement to provisions of statutes, regulations, and OTS
Memoranda shall be deemed to include references to all amendments 4o such
provisicns as have Deen made as of the Effective Date and referencesg to
successocy provigions as they become applicabla.

{a) This Agreement shall: (i) become effective upon its execution by the
oT8, through 1ts authorized representative whose signature appears
below and (ii} remain in effect until rtarminated, modified or
suspended In writing by the OTS, acting through its Dirscter or the
Regional Director {including any authorized designes thersof).

{8) The Regional Director, in his or her sole discretion, may, by written
notice, suspend any or alil proviesionsa of this Agreement.

Time L o]

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

Effect of Headings

The Section neadings herein are for convenience only and shall not affect
the construction hersof.

. sagtrzbiiigx Clxus;.”.

In cage 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 hereof

gnall ner in any way be affected or impaired thereby, unless the Regional
Director in his/her socle diacreticn determines otherwise.

No Vicia I b5 ecul noor 1 sbaman rize 0TS
Not Reatricted

Nothing in this Agreement shall be construed as: {1} allowing the
Associaticn to wviclate any law, rule, regulation, o¢r policy statement to
which it ig subdect or {ii) restricting the 0TS from taking such actionis)
“hat are appropriate in fulfilling the responsibilities placed upon it by
law, including, withoutr limitation, any tyvpe of supervisory, enforcement ov
regoluticon action That the OTE determines to be appropriate.

3u o Int

The terms and provisions of this Agreement shall be binding upon, and inure
v the benefit of, the parties hereto and their sgutcessors 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 Corporatiopn and thelr successors
hersunder, any Renefit or any lesgal or equitable right, remedy or claim
under this Agresment.

A e b
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14 gignature of Dizectors

o]

ach Director signing the Agreement attests,. by such act, that she or he,
as the case may e, votad in faver of the resoluticn, in the form attachad
> this Agreement, authorizing the execution of this Agreement by the
Agscciation.

15. Ints ion Clauvge

This Agreement reprasents the final written agreement of the parties with
respect ts the subjedt matter hereof and constitutes the scle agraement of
the parties with each other, as of the Effective Date, with respect to such
gubiject matter.

18, £o i of men

The Associaticn reprasents and warrants that this Agreement has been duly
authorized, exacuted, and delivered, and constitutes, in accordance with
its terms, a valid and binding chligation of the Agsociation. The
Associaticn acknowledges that this Agreement i3 a ‘"writtan agreesment”
entered intz with the 0TS within the meaning of Section 8 of the FDIA, 12
U.8.¢. §1818.

IN WITNESS WHERECF, the 0TS, acting by and through the Regicnal Direactor,
and the Asscciation, in accordance with a duly adeptad resolution of its’ Board

OFPYICE OF THRIFT SUPERVISION | THE ASSOCIATION

R By - - v
Name: favid Bradley Name: Leonard Huber
Title: Regional Peputy Director Chief EZxecutive Offizar

For the Regilonal Director

DIRECTORS OF THE ASSOCIATION o 7
/s/
Director © nivdetor )
Sirecrtor Dirsctor
Director Director
Director Direcrtoxr

Director Diractor
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18,

Signaturs of Dirwciers

Each Directsr signing the Agreement atfasts, . by such act, that ehe or he,
as the cage may be, voted in faver of the resclution, in the form atzached
tz thip Agreement, authorizing the axecutien of this Agrsement by tha
Aagoaiation,

Intagration Clause

This Agreemant reprsgsents tha final written agreement of the partiss with
regpect £2 the subject matier hereof and condtitutes the sole agreement of
tha parties with each other, aa of the Effsctive Date, with respscs ts such
sfbiect mattar.

Epnforcsabllivse of Agrasmans

The Asscoiatisn reprssents and warranis that this Agreemsnt has neen duly
authorizaed, exacuted, and delivered, and comstitutes, in accordances with
its vermm, a valid amd binding cbligation of the Asscciation. Tha
Asgociaticon acknowlsdges chat cthis Agrsement i3 a “"writisn agreamant™
enterad into with the OT5 within the meaning of Section 8 of tha FDIA, 12
U.8.C. §1818. :

IN WITNESB WHERECP. the 0TS, acting by and through whe Regiocnal Director,

and tha Assccilation, in accordance with a duly adoptad resclution of its’ Board

{copy attached hersts), hereby axecuta this Agrosment as of the Effective Data.

OFPICE OF THRIPT SUPEBRVISION TRX A330CIATION

Bv:

B« - /

/S/ N S/

Name: /P&vid Sradley Name! Leonard Buber
Title: Regicnal Deputy Dirscuor Chief Exacutive Officarx

For the Regiopal Directcr

DIRXCTORY OF THE ASICCIATION - .

/S/

Director Direwator

Bipscuar ST Dirmctar

/S

Direccey/ Director
Fa
/
/
-
Directer Direcror L e

/S/

Director Ezrecggiil ' /

Jul. €5

'S5 13:83 DA o
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i85,

and

Signatury of Dirsciors

Bach Direcror signing the Agreement attests, by such act, that she oy ka,
ag the cape may ba, veted in f£aver of the resolution, in the form attached
€2 This Agreement, suthorizing the exsouticn of this Agrssgeant by the
Agsocianion.

Znsagoation Clavgs

This Agreement reprudgents the fipal writtep agrsement cof the partiss with
regpect to the subliect matter hereof and constitutes the 30la agreement of
the parties with each other, a8 of the Effscvive Date, with reapect t3 such
subiect mattar.

Enfpreagbilisy of Agresment

The Agsociation reprasenty and warranty that this Agreement has neen duly
authorized, sexecuted, and delivered, and consvitutsa, in accordance wibth
its terma, a valid and binding obligation of the Association. The
Associacion ackeswledges that this Agrsement i3 a “written agreemsant*
antered incs with the OS5 withis the meaning of Section 3 of the FDIA, 12
V.8.C. §1818.

IN WITNESS WMERRUP, the OTS, agting by and through the Regional Director,

the Assocolation, in accordance with a duly adepted resolution of ftsr Board

{copy actached hersts), hexaby axecute this Agrsement ag of the Iffsczive Date.

QFPICS CF THRIPT SUPRRVISION TEX AS80CIATION
By Ay - - . /
/ S/ [s/
Name: Davfd 8fadlay Name! Leonard Bubar
Titls: Regfonal Deputy Dirsetor Chinf Exmcutive Officer
For the Resgismal Director
77 DIARCTORS OF THE ASOCIATION o
/ S/ IS
Directar o Director
Director Cirecrer
Cirector Director
Siresvar Diveoror i - Ty
A 3
51::::3{ 31rectﬂ 7 j’
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14. JZiguaturs of DizecSora
Each Director signinyg ths Agreement attests, By such act, thar she or he,
a8 the case may be, voted in faver of the resoluzieon, in zhe Zorm attached
te this Agreement., autMorizing the eaxacution aof this Agraement by the
Aszeciaticon.

15.  InLRsTASicn Slauss
This Agreament repragents the fizal written agreement af the parciss wizh
respect o the gstubliect matier hereof and conatitutea thae sole agresment aof
the parties with each cotier, a8 cof the Effsctive Date, with respect t2 such
gubiect mattay.

16. Enfgzcsabiligy of Agrsemant

The Asscciaticn repragenty and warrants that this Agreament has zeen duly
autherized, executed, and deliversd, and consticutas, in aczordance with
ivrs cverma, a valid and binding ebligation of ke Agsociation. The
Asgociaticn acksgwledges that chis Agrsement is a2 “written agresmanc®
entered ints with the OT5 within the meaning of Section 8 of tie FUIA, 12
U.5.C. §181B,

IN WITNXSS WHERKOY, the 0TS, acting by and through the Regicmal Direetar,

and tkhe association. in aceoordance with a duly adopted regolution of its’ Board
{copy attached heretsc), hersdy execures this Agreemenl ag cf the Iffective Date.

QYYICE OF THRIFT SUPBRVISION TEY AgSQCIATION

av. e g SRR g
/of /s5/ .

Name: / yid Bradiey Name! Lacmard Huber

"rivle!” Regienal Deputy Director Chisf Exmcutive Qfficsr

For ths Regieral Director

DIRECTCRS OF THE ASSCCIATION » -

/S

Diregeer Lirecror

/S /
/s/

o pDirecrot

Director ﬁi:acﬁcr

[S/

Direwtsr 4 DiZeczor 7 . Y A

/c/ /5/

g;asccr /§ Eirecczﬂ ’ Ji

()
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4. Siguacure ef Directors
Each Divsctor signing the Agreement asttests, by auch ackt, thar she or he,
as the cage may te, voted in faver of the resslution, in the form attached
w2 this Rgreemsnt, authorizsing the axecution of this Agresmeanrt &y tha
Agsociatien.

15. Izgegratige Clauss
This Agrespent reopresents the fipal written agresement of the parsise witgh
regpact t5 the subdest watser herenf and conmtitubes the sole agreement of
the parties with each other, a8 of tie Effective Uate, with respect oo guch
i sct mactar.

15,

he Asgociation reprasents ard warrants that this Agreemenr has Zeern duly
autharized, mxecuted, and delivered, and supatitutas, in iccordance with
ity termwm, a valld amd bilodizg obligation of the Associaticn. The
Amsooiavion ackoowledges that whis Agrosement la a “wrlsten agressesnt”
entered ints with the OTF withic the osaning of Fection 8 of the FOIA, 12
T.5.0. §1414.

IM WITNESE WHERABOF, the OTS, acting bl and through She Aegional Direator,

and the Asgociarion, in accordance with 2 duly adepted resoluticn of its’ Bourd
(copy attached hersts!, herabwy sxecuts this Agrceown® 2g of che Effmctive Date.

| OFFICE OF THRIFT SURERVISION TEX ASSOCIATICN
By P« - o /
/S/ /S/
S R — i
Name Wmlsy Name! Lecmard Hubexr
riels: Reglomal Deputy Dirsctor fhisf EZxmcutiva Offices

For the Regilwmal Director

DIRAROPCRY OF THR ASS0CTATION .- .
Koot / 55/
Director A Direotor
pirestor SAE DiTector
Diresrer Doy
Dirsctor Diracpror PO L

s Cirect e



14, Sigmanurs of Dirscioza

Bach Director Signang the Agreement artastd, by duch act. =hat she 2r ne,
a8 tne case may fe, voted in faver of che resclulion, in the farm oattachaed
Tx thia Agreement, authorizing che axacution of fZMis Agrasement »y zha

AdBoCranLon.,

LE. inta igm Slavge

Thiz Agreamant repregenty the Zumal wWriiTen agroaement &
re L osa ) Deect matner herecf and nitus = e -
rEgtect 4“& fthe asubiect matter herecf and conscitutes

I the zZIfacrmive Dacte, wiTh Tegpest Lo oguok

n,
¥
:
[1]
w3
[
41
1]
e
]
1
x
=
t 34
H 1

1]
&
w
a

the parcies with esagh othar, as ¢

Julzadt mactayr.

LE. Eorepapllicy of raamens
The Asgociatisn represents and warrants that this Agreement Ras peen duly
authcrized, axecussed, and delivered, and consatizutes, Lin accordancs with
it serms, a2 valid and pinding cobligation ¢f sha Asscciarien. he

AssQoiation ackuowiedges that tihis Agrsement {8 a4 twritten agTaemept®
antersd imss with the O%5 within the meaniry of Sectios 2 of zhe FOIX, 13
T.E.0. §iBis.

e N WITNESS WHEBRBCP?, the CTS, asiing by and through the Regiomal Cirecter, .
- and e Assoclatiecn, in-accordance with-a duly-adeopted resoluticn of les' Boyrd
{copy actachsd hersts), heraby execuve this Agressment ag of the Sffascive Zase,

OFPICE CF THRIFT SUPERVISION TEY ASSOCIATICN

Bl By - - - /

/S/ /S

- X 4
Name : FEvid BSradiey Name! Lecnard Hubaz
Title: Régional Lepuly Director Shief Txecutiva OfIiger

For the Regismal Director

DIRICTCRI CF THE ASSCCIATION o p

/5[ .

Dirgstar Drfearar, N NN \

[S/ .

Direczor Director \\\\
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14, Bignatursy of 3¢ Rrs

Zach Dirscior gigning the Agrsement atiasts,. by such ast, shat she or he,
as ke case may te, voted in faver of the resclutien, in rhe fare aftashked
Tz thls Agresement, autlorizing the axecution of this Agrasemenrt by th
Agsociasion.

1E. Intagration Clauge

hig Agrsement repressants the £inzl itten agresmens of the parcias wis
2IPSCT £ the subject matter herecf and comstitutes tle gole agraemen
the parties witl each oOther, as of the Zffactive Date, with reapect ts such
subiect matctar.

18. Znforcaability of Agrsemens

The Assceolaticn repregents and warrants that this Agreemen:t has reen duly
authorized, exacuted, and delivered, and constizutess, 1n accordance wikh
itz terms, a valid and hbinding cebhligaticn of the Asscociation. The
AssQciation ackmowledges that this Agreement iz a ‘“writren agreesment®
entered ints with the 0TS within the meaning of Section 8 of the FDIA, 12

T.8.8. §181s8.

th ¥

I¥N WITNBS3 WHRRBOZ, the 073, acting by and through the Regicmal Dirsecteor,
and e Aasociazicn, in accordance with a duly adcpred resoluticn of iza’ Scard
{ccpy attached hersts), hg:@;y axecute this Ag*aement ag of the gi‘ sctive Data. .

QFFPICE GF ”331?“ Sﬁ?ﬁRVISION THZ ASSOCIATION
By By - - rd
féﬁéaﬂzgibzfid Bradlay Name¢: Lacnard Huber
miclaelir” Regicnal Deputy Director Thiaf Executive Cfficer
For the Regional Director
DIRZCTORS OF THEE ASSCCIATICON . - 4

/ /S
Directer T Sirdcsor
Dizsctor Direcror
Director Diractor
Direccor Dirscror e 7 -

J>3/
Dirsctor }



