OTS DOCKET # /#

SUPERVISCRY AGREEMENT 5?5{3}

This Supervisory Agreemenc ("Agreement"; 15 made and is effective this

3 day of _August , 183%% {the "Effective Date"!, Dby and between Osage

. deral Savaings and  Loan Assccliation of Pawhuska ‘the “Association"), a

federally-chartered mutual association, having its main ocffice located st

Pawnuska, ©Cklahoma, and the CEfice of Thriftc Supervision ("0T8":, an office

within the United States Department of che Treasury, having its principal

executive oifices lcocated at 1700 & Streer, N.W., Washington, D.C., acting
or

through its Midwest Regional Director or his/her designee ("Regional Direct
WHEREAS, the OTS is the primary federal regulator of tChe Assocliation; and

WHERBAS, based on the Report of Examination dated May 22, 1995 ("ROE"!, the
OT8 is of the opinion that the Assoclation has engaged in acts and practices
that: {i} have resulted in viclations 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 075 is of the opinion that grounds exist for the initiation of
administrative proceedings against the Agsociation; and

WHEREBAS, the OTS is of the view that it is appropriate to take measures
tended t¢ ensure that the Association will: (i) comply with all applicable
aws and regulations and (ii) engage in safe and sound practices; and

WHEREAS, the Association, acting through its Board of Directors (the
"Board") and without admitting or denying any violations of laws or regulations
and/or unsafe and unsound practices, wigshes to cooperate with the 0TS and to
evidence the intent tor (i} comply with all applicablé laws and regulations and
{11} engage in safe and sound practices.

NOW THEREFORE, in consideration of the above premiges, the mutual
undertakings set forth herein, the parties hereto agree as follows:
CORRECTIVE PROVISIONS

. REDUCTION IN INTEREST-RATE RISK.

{a} Subdect te subsection (4] hereof, by no later than December 31, 1595,
ver through June 2%, 13%%, the Agscciaticon shall, unds

interest-rate risk seenarics reflecting an instantanscus shift in
interest rates of =ach plus and minus 200 bkasis points flassuming a
parallel shifc in the vyvield curvel:

Hh

{i} maintain a net porviclic value (“NPV") ratio ol at least 4.0%:
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(13 ineur a decrease in NPV, if ar all. of no more than
SG%;  and

cur a decrease in net interest income, 1if at all,
no more than 30%.

o
7

Subject to subsection (d) hereoi, by no later than June 36, 13%6, ang

¥ through December 30, 19%&, the Association shall, under
interest-rate risk scenarios reflecting an instantanecus shift in
interest rates of each plus and minus 200 basis points (agsuming a
parallel shift in yield curvej:

(i} maintain a NPV ratic of at least 5.0%;
{113 incur a decrease in NPV, 1if at all, of no more than
40%; and

{1ii} incur a decrease in net interest income, if at all,
of no more than 25%.

Subject to subsecricn (d} herecf, by no later than December 31, 1998,
and thereafter, the Association shall, under inrerest-rate risk
scenarics reflecting an instantaneous sghift in interest rates of each
plus and minus 200 basis points {assuming a parallel shift in vyield

curve) :
(i) maintain a NPV ratic of at least 5.5%;

{ii) incur a decrease in NPV, if at all, of no more than
35%; and ’

{iii) incur a decrease in net interest income, if at all,
¢f no more than 25%.
{d} - For purposes of subsdotiond {(a}, (b}, and (¢i Heredsf, the Association
shall not be deemed to be in violation of such provisions for failure
to meet any ©f the stated thresholds, provided tharv:

13 the Association does not wvary from the stated
threshold by more than 10% of such thresheld; and
(ii} within 30 calendar days i(or such longer period

approved in writing by the Regional Director in
respense to a written request by the Asscciationt of
any time in which the Association fails to satisfy
the stated <threshold, it shall eliminate such
variance in order to satisfy the stated threshold,

ANALYSIS OF INTEREST-RATE RISK.

No later than the £0th calendar dav of the month following the end of each
zalendar gquarter eginning with the calendar gquarter CORTalnis
2ffective Dat £ rd shall adopt and submit to the Regional Dire
written report providing its detailed analysis of:
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the interest-rate risk ¢f the Association for that calendar guarter,
inciuding but not limited co a report, as of the end of such calendar
guarter, of the actual capital levels, earnings, and ingerest-rate
risk exposure <f the Association compared to the corresponding
projected capital levels, earnings, and interest-rate risk exposure;
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(4]
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whether the Association’s ingerest-rate risk for that calendar guarter
conforms o the inverest-yate risSK  strategy in sffsct  upon the
Effective Date {or any subsequent interest-rate risk strategy
submitted to the Regional Director by the Board and approved in
writing by the Regional Director);

che reasons for wvariance(s}, if any, from the goals cf the interest-
rate TrTisk strategy in effect upon the Effective Date {or any
subsecuient Iinterest-rate risk strategy submitted o the Regional

Director by the BHeoard and approved in writing by the Regional
Director); and

whether such variance{s}, if any, warrant a new interest-rate risk
strategy for submission to the Regional Director and, if so, what such
new interest-rate risk strategy should be.

MISCRLLANECUS

COMPLIMICE WITH AGREEMENT.

{a)

{b}

The Board and 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

The Board. on a quarterly basis, shall adopt a board resclution
{the "Compliance Resolution"], formally resolving that, following
a diligent inguiry of relevant information [(including repo¥is
prepared Dy management;, to the best of its knewledge and pelief,
during the immediately preceding calendar guarter, the
Association has complied with each provision of this Agreement
currently in effect, except as otherwise stated. The Compliance
Resolution shall: (i) specify in detail how, 1if at all, full
compliance was found not to exist, and ({(ii) identify all notices
of exemption or non-cbjection issued by the Regional Director
that were outstanding as of the date of its adoption.

The minures of the meeting of the Board shall set forth the
following information with respect to the adeption of each
Compliance Resgolution: {1} the identity of eacn directsy vyoting
in favor of its adoprtion; and {ii} the identity of each director
voring i oppesition to itg adoprion or abstaining from voting
thereon, setting forth each such director’s reasoning for
OPROSIng Or abstaining.

¥No later than the $0th calendar day of the month following the
end of & calendar guarter, beginning with the end of the calendar
gquarter containing the Effecrive Date, the Asscciaticn shall
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provide cto the Regional Director a certified true copy cf the
Compliance Resgcolution adopted at the Beoard meeting. The Board,
by wvirtue cf the Association’s submission of a certified true
copy of each such Compliance Resclution to the Regional Director,
shall be deemed t¢ have certified to the accuracy of the

statements setr forth in each Compliance Regolution, except as
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provided below. In the event that one or more Directors do not
agree with the representations set forth in  a CJompliance

Regolution, such disagreement shall be noted in the minutes of
the Agsociation.

DEFINITIONS.

2ll technical words or terms used in this Agreement for which meanings are
not specified or otherwise provided by the provisions o0f this Agreement
shall, insofar as applicable, have meanings as defined in Chapter V of
Title 12 of the Code of Federa] Requlations, HOLA, FDIA or OTS Memoranda.
Any such technical words or terms used in this Directive and undefined in
said Code cf Federal Regulations, HOLAR, FDIA, or OTS Memoranda shall have
meanings that are in accordance with the best custom and usage in the
savings and loan induscry.

SUCCESSOR STATUTRES, REGULATIONS, GUIDANCE, AMENDMENTS.

Reference in this Agreement to provisions of statutes, regulations, and 0TS
Memoranda shall be deemed to include references to all amendments te such
provigiona as have been made as of the Effective Date and references to
succegsor provisions as they become applicable.

DURATION, T INA N _OR SUSPENSION OF AGRE

{a)  This Agreement shall: {i} become effective upon its execution by
the OTS, 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 its
Directoy  @r the Regidnal Director (including any authorized
designee thereof}.

(b} The Regicnal Director, in his or her socle discretion, may, by
written notice, suspend any or all provisions of this Agreement.

TIME LIMITS.

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

EPFECT OF HEADINGS.

er w3

he Section headings herein are for convenience only and shall not affect
he construction hereof .
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SEPARABILITY CLAUSE.

In case any provision in this Agreement is ruled to be invalid, illegal or
unenfiorceable by the decision cof any CTourt of competens -urisdiction, the
validity, legality and enforceabkility of the remaining provisions herect
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shall not in any way be affectec or impaired tchereby, unless the Regional
Director in his/her sole discreticon determines otherwise.

NO VIOLATIONS OF LAW, RULE, REGULATION OR POLICY STATEMENT AUTHORIZED: QTS
NCT RESTRICTED.

1l.

12.

14.

Nothing in  this Agreement shall be construed as: (i) allowing the
Associaticon to viclate any 1aw, rulse, reguiation, or policy statement to
which i1t is subject or (ii] restricting the 0TS from taking such action{s}
vhat are appropriate in fulfilling the responsibilities placed upon it by
law, including, without limitation, any type of superviscry, enforcement or
resclution action that the 0TS determines to be appropriate.

SUCCESSORSE IN INTEREST/BENERPIT.

The terms and provigions of this Agreement shall be binding upon, and inure
to the benefic of, the parties heretc and thelr successors in interest.
Nothing in this Agreement, express or implied, shall give to any person or
engity, other than the parties hnereto, 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 of the Association signing the Agreement attests, by such

parties with respect to the subject matter hereof and constitutes
the sole agreement of the parties, as of the Effective Date, with
respect to sucil subtect matter. B o

(b} Upon execution of this Agreement by both parties, the Supervisory
Agreement of July 19, 1994, between the 0TS and the Association,
shall be of no further effect (except with regard to violations,
if any, in existence prior to execution of this Agreement).

ENFORCEABILITY OF AGREEMENT.

The Associaticon represents and warrants that chis Agreement has been duly
autheorized, executed, and delivered, and constitutes, in accordance with

its terms, a wvalid and binding obligation of the Asscciation. The
Association acknowledges that thig Agreement Ls & "written sgreement’

entered ints with the OTS within the meaning of Section 8 of the FDIA, 12
T.5.C. ElBLig.



IN WITNESS WHEREBOF, the CTS, acting by and through the Regional Directoer,
..And the Association, in accordance with a duly adopted rescolution of its Beard
lopy attathed hereto], hereby execute this Agreement as of the Effective Date.

QFFICE OF THRIFT SUPERVISION THE ASSOCIATIOR
By By: .
Name / / Name ) / 3/
P _ .

David/e” Bradley Mark White

Regional Deputy Director Chief Executive Cfficer

for the Midwest Regional

Directer

DIRECTORS OF THE ASSOCIATION

o _ s S
Ay o
Diregtox - DirectorY

f)“g/ N aya %

1- ,,,,, direcror 7 -7 : s Diré€tor
/S /Sy

— r \ . e
Director Director /s




CERTIFIED COPY OF
RESCLUTION OF BOARD OF DIRECTORS

I, the undersigned, being the duly appointed and qualified Secretary of
age Federal Savings and Loan Associlation of Pawhuska, Pawhuska, Oklahoma ("the
Ssociation”), hereby certifv as Icllows:

*

1. A duly calied meeting of the Board of Directors of che
Asgociation {("Board of Directors®y was held on éﬂgns: 23 ,

19%5;
2. At said meeting, a quorum was present and voting throughout;
3. The following is a true copy of resolutions duly adopted by the

Association’s Board of Direcrors, which resclutions have not been
regoinded or modified and are now in full force and effect:

WHEREAS, the Board of Directors of the Association wishes to coopsrate with
the 0TS and to demonstrate that said Board o¢f Directors and the Association have
the intent to: (1} comply with all applicable laws and regulations and (2}
angage 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

WHEREBAS after due consideration, the Directors cf 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 herebv is
authorized to enter intc the Agreement In the form attached to the minutes of
the meeting, T R I

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 te implement the terms
of the Agreement and to cause the Association to comply in all respects with the
carms of the Agreemsnt.

4. Al members of the Board of Directors were present and voted at
the meering (except None ) ang ail
members of che Board of Directors
{except None ; vorted  in  faver of  the

resolution;



IN WITNESS WHERBOF, I have hereto subscribed my name and affixed the seal

of the Association on this 23  day of AE;%%St . 1995,

Name: Frances Altaffef

Title: Secretcary
{SEAL}



