#2004-4
AGREEMENT BY AND BETWEEN
Town-Country National Bank
Camden, Alabama
and
The Office of the Comptroller of the Currency

Town-Country National Bank, Camden, Alabama (“Bank’) and the Comptroller of the
Currency of the United States of America (“Comptroller”) wish to protect the interests of the
depositors, other customers, and shareholders of the Bank, and, toward that end, wish the Bank
to operate safely and soundly and in accordance with all applicable laws, rules and regulations.

The Comptroller, through his National Bank Examiner, has examined the Bank, and his
findings are contained in the Report of Examination for the examination that commenced on
August 18, 2003 (“ROE”).

In consideration of the above premises, it is agreed, between the Bank, by and through its
duly elected and acting Board of Directors (“Board”), and the Comptroller, through his
authorized representative, that the Bank shall operate at all times in compliance with the articles

of this Agreement.

ARTICLE I

JURISDICTION

(1) This Agreement shall be construed to be a “written agreement entered into with
the agency” within the meaning of 12 U.S.C. § 1818(b)(1).

(2) This Agreement shall be construed to be a “written agreement between such
depository institution and such agency” within the meaning of 12 U.S.C. § 1818(e)(1) and

12 U.S.C. § 1818(i)(2).



3) This Agreement shall be construed to be a “formal written agreement” within the
meaning of 12 C.F.R. § 5.51(c)(6)(i1). See 12 U.S.C. § 1831i.

4) This Agreement shall be construed to be a “written agreement” within the
meaning of 12 U.S.C. § 1818(u)(1)(A).

(%) All reports or plans which the Bank or Board has agreed to submit to the Assistant
Deputy Comptroller pursuant to this Agreement shall be forwarded to the:

Assistant Deputy Comptroller

Birmingham/Jackson Field Office

100 Concourse Parkway, Suite 240

Birmingham, Alabama 35244

With a copy to:

Jeri Gilland, Deputy Comptroller

Southern District Office

500 North Akard Street, Suite 1600

Dallas, Texas 75201

ARTICLE II

COMPLIANCE COMMITTEE

(1) Within forty-five (45) days, the Board shall appoint a Compliance Committee of
at least three (3) directors, of which no more than one (1) shall be employees of the Bank or any
of its affiliates (as the term “affiliate” is defined in 12 U.S.C. § 371c(b)(1)), or a family member
of any such person. Upon appointment, the names of the members of the Compliance
Committee shall be submitted in writing to the Assistant Deputy Comptroller. The Compliance
Committee shall be responsible for monitoring and coordinating the Bank's adherence to the
provisions of this Agreement

(2) The Compliance Committee shall meet at least monthly.



3) Within thirty (30) days of the appointment of the Committee and monthly
thereafter, the Compliance Committee shall submit a written progress report to the Board setting
forth in detail:

(a) actions taken to comply with each Article of this Agreement; and
(b) the results of those actions.
4) The Board shall forward a copy of the Compliance Committee's report, with any

additional comments by the Board, to the Assistant Deputy Comptroller.

ARTICLE III

MANAGEMENT AND BOARD SUPERVISION STUDY

(1) Within ninety (90) days, the Board shall employ an independent outside
management consultant.

(2) Prior to the appointment or employment of any consultant or entering into any
contract with a consultant, the Board shall submit the name and qualifications of the proposed
consultant and the proposed terms of employment to the Assistant Deputy Comptroller for a
prior determination of no supervisory objection.

3) The requirement to submit information and the provision for a prior determination
of no supervisory objection in this Article are based on the authority of 12 U.S.C. § 1818(b) and
do not require the Comptroller or the Assistant Deputy Comptroller to complete his review and
act on any such information or authority within one hundred-twenty (120) days.

4) Within one hundred-fifty (150) days, the Consultant shall complete a study of
current management and Board supervision presently being provided to the Bank, the Bank’s

management structure, and its staffing requirements in light of the Bank’s present condition. The



findings and recommendations of the Consultant) shall be set forth in a written report to the
Board. Ata minimum, the report shall contain:

(a) the identification of present and future management and staffing
requirements of each area of the Bank, with particular emphasis given to
the lending area;

(b) detailed written job descriptions for all executive officers;

(c) an evaluation of each officer’s qualifications and abilities and a
determination of whether each of these individuals possesses the
experience and other qualifications required to perform present and
anticipated duties of his/her officer position;

(d) recommendations as to whether management or staffing changes should
be made, including the need for additions to or deletions from the current
management team;

(e) objectives by which management's effectiveness will be measured;

® a training program to address identified weaknesses in the skills and
abilities of the Bank’s staff and management team;

(2) an evaluation of current lines of authority, reporting responsibilities and
delegation of duties for all officers, including identification of any
overlapping duties or responsibilities;

(h) a recommended organization chart that clearly reflects areas of
responsibility and lines of authority for all officers, including the Bank's

president and chief executive officer;



(1) an assessment of the Board’s strengths and weaknesses along with a
director education program designed to strengthen identified weaknesses;

() an assessment of whether Board members are receiving adequate
information on the operation of the Bank to enable them to fulfill their
fiduciary responsibilities and other responsibilities under law;

(k) recommendations to expand the scope, frequency and sufficiency of
information provided to the Board by management;

) an evaluation of the extent of responsibility of current management and/or
the Board for present weaknesses in the Bank's condition; and

(m)  recommendations to correct or eliminate any other deficiencies in the
supervision or organizational structure of the Bank.

(5) Within thirty (30) days of completion of this study, the Board shall develop,
implement, and thereafter ensure Bank adherence to a written plan, with specific time frames,
that will correct any deficiencies which are noted in the study.

(6) The Board shall ensure that the Bank has processes, personnel, and control
systems to ensure implementation of and adherence to the plan developed pursuant to this
Article.

(7) Copies of the Board's written plan and the Consultant’s study shall be forwarded
to the Assistant Deputy Comptroller. The Assistant Deputy Comptroller shall retain the right to
determine the adequacy of the report and its compliance with the terms of this Agreement. In the
event the written plan, or any portion thereof, is not implemented, the Board shall immediately
advise the Assistant Deputy Comptroller, in writing, of specific reasons for deviating from the

plan.



ARTICLE IV

CONFLICT OF INTEREST POLICY

(1) Within sixty (60) days, the Board shall adopt, implement, and thereafter ensure

Bank adherence to a written, comprehensive conflict of interest policy applicable to the Bank’s

and the Bank’s holding company’s directors, principal shareholders, executive officers, affiliates,

and employees (Insiders) and related interests of such Insiders. The policy, in addition to

defining a conflict of interest, shall address:

(a)

(b)

(c)

(d)

(e)

&)

avoidance of conflicts of interest and breaches of fiduciary duty, and the
appearance of conflicts of interest;

involvement in the loan approval process of Insiders who may benefit
directly or indirectly from the decision to grant credit;

disclosure of actual and potential conflicts of interest to the Board, and
periodic disclosure of "related interests" as defined by 12 C.F.R. Part 215;
requirements for arms-length dealing in any transactions by Insiders, or
their related organizations, involving the Bank's sale, purchase, or rental of
property and services;

disclosure of any Insider’s material interest in the business of a borrower,
an applicant, or other customer of the Bank; and

restrictions on and disclosure of receipt of anything of value by Insiders,
directly or indirectly, from borrowers, loan applicants, other customers, or

suppliers of the Bank.

(2) Upon adoption, a copy of this conflict of interest policy shall be forwarded to the

Assistant Deputy Comptroller for review.



3) The Board shall ensure that the Bank has processes, personnel, and control
systems to ensure implementation of and adherence to the policy developed pursuant to this
Article.

(4) Within ninety (90) days, the Compliance Committee shall conduct a review of the
Bank's existing relationships with its and its holding company’s directors, executive officers,
affiliates, principal shareholders, employees and their related interests for the purpose of
identifying relationships not in conformity with the policy. The Board shall ensure that:

(a) any nonconforming relationships are brought into conformity with the
policy within one hundred-twenty (120) days; and
(b) that within one-hundred-twenty (120) days the Bank is properly
reimbursed for:
(1) any excess or improper payments to Insiders and their related
interests; and
(i1) any excess or improper payments for services provided by Insiders
and their related interests.
Thereafter, the Board shall review all proposed transactions, or modifications of existing
relationships, between the Bank and any of its or its holding company’s directors, executive
officers, affiliates, principal shareholders, employees and their related interests. Documentation

supporting these reviews shall be in writing and preserved in the Bank.



ARTICLE V

CREDIT RISK

(1) Within sixty (60) days, the Board shall develop, implement, and thereafter ensure

Bank adherence to a written program to reduce the high level of credit risk in the Bank. The

program shall include, but not be limited to:

(a)

(b)

(c)
(d)

(e)

procedures to strengthen credit underwriting, particularly in the retail
portfolio;

procedures to strengthen management of loan operations and to maintain
an adequate, qualified staff in all lending functional areas;

procedures for strengthening collections;

The Board shall submit a copy of the program to the Assistant Deputy
Comptroller.

At least quarterly, the Board shall prepare a written assessment of the
bank’s credit risk, which shall evaluate the Bank’s progress under the
aforementioned program. The Board shall submit a copy of this

assessment to the Assistant Deputy Comptroller.

(2) The Board shall ensure that the Bank has processes, personnel, and control

systems to ensure implementation of and adherence to the program developed pursuant to this

Article.

ARTICLE VI

CREDIT AND COLLATERAL EXCEPTIONS

(1) Within ninety (90) days, the Board shall obtain current and satisfactory credit

information on all loans lacking such information, including those listed in the ROE, in any



subsequent Report of Examination, in any internal or external loan review, or in any listings of
loans lacking such information provided to management by the National Bank Examiners at the
conclusion of an examination. At the expiration of the ninety (90) day period, the Board shall
list all loans for which it was unable to obtain such information, the reasons why such
information has not been obtained and plans to obtain such information by a specified time.

(2) Within ninety (90) days, the Board shall ensure proper collateral documentation is
maintained on all loans and correct each collateral exception listed in the ROE, in any
subsequent Report of Examination, in any internal or external loan review, or in any listings of
loans lacking such information provided to management by the National Bank Examiners at the
conclusion of an examination. At the expiration of the ninety (90) day period, the Board shall
list all loans for which it was unable to obtain such documentation, the reasons why such
documentation has not been obtained and plans to obtain such documentation by a specified
time.

3) Effective immediately, the Bank may grant, extend, renew, alter or restructure any
loan or other extension of credit only after:

(a) documenting the specific reason or purpose for the extension of credit;

(b) identifying the expected source of repayment in writing;

(©) structuring the repayment terms to coincide with the expected source of
repayment;

(d) obtaining and analyzing current and satisfactory credit information,
including cash flow analysis, where loans are to be repaid from operations;
(1) Failure to obtain the information in (3)(d) shall require a majority

of the full Board (or a delegated committee thereof) to certify in



writing the specific reasons why obtaining and analyzing the
information in (3)(d) would be detrimental to the best interests of
the Bank.

(i) A copy of the Board certification shall be maintained in the credit
file of the affected borrower(s). The certification will be reviewed
by this Office in subsequent examinations of the Bank; and

(e) documenting, with adequate supporting material, the value of collateral

and properly perfecting the Bank's lien on it where applicable.

ARTICLE VII

INTERNAL CONTROLS

(1) Within sixty (60) days, the Board shall adopt, implement, and thereafter ensure
Bank adherence to sound internal control policies and procedures. Internal controls shall
include, but not be limited to:
(a) Reconcilements for general ledger accounts with the frequency of
determined by the volume and significance of transactions;

(1) The reconcilement process shall include the identification and
appropriateness of outstanding items, timeframes for clearing those
outstanding items, and

(i1) Separation of duties between employees authorized to make entries
to accounts from employees performing reconcilements;

(b) Approval of more than one bank employee or signature of a supervising

bank employee for the processing of general ledger tickets;

-10 -



(c) Procedures and management information systems to identify and monitor
suspected check kiting activities on a daily basis;

(d) Procedures for documenting the request and approval of expense checks,
including with respect to larger expenditures, segregation between the
bank employee requesting the expense item and the bank employee
authorize to sign the expense check; and

(e) Processes to monitor employee accounts through the use of reports to
detect employee accounts with a large number of transactions or accounts
reflecting large dollar transactions.

(2) The Board shall ensure that the Bank has processes, personnel, and control
systems to ensure implementation of and adherence to the policy developed pursuant to this

Article.

ARTICLE VIII

SUSPICIOUS ACTIVITY REPORTS

(1) Within thirty (30) days, the Board shall develop, implement, and thereafter ensure
Bank adherence to a written program to establish a system of internal controls and processes to
ensure compliance with the requirements to file Suspicious Activity Reports set forth in
12 C.F.R. § 21.11, as amended. At a minimum, this written program shall establish procedures
for identifying and reporting known or suspected violations of Federal law, violations of the
Bank Secrecy Act, or suspicious transactions related to money laundering activity, including
suspicious activity relating to the opening of new accounts, the monitoring of current accounts,

and the transfer of funds through the Bank.
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(2) Upon completion, a copy of this program shall be submitted to the Assistant
Deputy Comptroller for review. In the event the Assistant Deputy Comptroller recommends
changes to the program, the Board shall immediately incorporate those changes into the program.

3) The Board shall ensure that the Bank has processes, personnel, and control
systems to ensure implementation of and adherence to the program developed pursuant to this

Article.

ARTICLE IX
CLOSING

(1) Although the Board has agreed to submit certain programs and reports to the
Assistant Deputy Comptroller for review or prior determination of no supervisory objection, the
Board has the ultimate responsibility for proper and sound management of the Bank.

(2) It is expressly and clearly understood that if, at any time, the Comptroller deems it
appropriate in fulfilling the responsibilities placed upon him/her by the several laws of the
United States of America to undertake any action affecting the Bank, nothing in this Agreement
shall in any way inhibit, estop, bar, or otherwise prevent the Comptroller from so doing.

3) Any time limitations imposed by this Agreement shall begin to run from the
effective date of this Agreement. Such time requirements may be extended in writing by the
Assistant Deputy Comptroller for good cause upon written application by the Board.

(4) The provisions of this Agreement shall be effective upon execution by the parties
hereto and its provisions shall continue in full force and effect unless or until such provisions are
amended in writing by mutual consent of the parties to the Agreement or excepted, waived, or

terminated in writing by the Comptroller.
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(5) This Agreement is intended to be, and shall be construed to be, a supervisory
“written agreement entered into with the agency” as contemplated by 12 U.S.C. § 1818(b)(1),
and expressly does not form, and may not be construed to form, a contract binding on the OCC
or the United States. Notwithstanding the absence of mutuality of obligation, or of
consideration, or of a contract, the OCC may enforce any of the commitments or obligations
herein undertaken by the Bank under its supervisory powers, including 12 U.S.C. § 1818(b)(1),
and not as a matter of contract law. The Bank expressly acknowledges that neither the Bank nor
the OCC has any intention to enter into a contract. The Bank also expressly acknowledges that
no OCC officer or employee has statutory or other authority to bind the United States, the U.S.
Treasury Department, the OCC, or any other federal bank regulatory agency or entity, or any
officer or employee of any of those entities to a contract affecting the OCC’s exercise of its
supervisory responsibilities. The terms of this Agreement, including this paragraph, are not
subject to amendment or modification by any extraneous expression, prior agreements or prior
arrangements between the parties, whether oral or written.

IN TESTIMONY WHEREOF, the undersigned, authorized by the Comptroller, has

hereunto set his hand on behalf of the Comptroller.

/s/ Tommy R, Tucker 1/28/2004

Tommy R. Tucker Date
Assistant Deputy Comptroller
Birmingham/Jackson Field Office

-13 -



IN TESTIMONY WHEREOF, the undersigned, as the duly elected and acting Board of

Directors of the Bank, have hereunto set their hands on behalf of the Bank.

Signed

1-28-04

James E. Brock

Signed

Date

1/28/04

William L. Chapman

Signed

Date

1/28/04

Mildred N. Cook

Signed

Date

1/28/04

Joseph H. Huggins

Signed

Date

1/28/04

Jody Pilcher

Signed

Date

Jan. 28, 04

Rosa Mae Sharpe

Signed

Date

Jan 28, 04

J. H. Strother

Date

Date
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