
SUPERVISORY AGREEMENT 

This Supervisory Agreement ("Agreement") is made and is 
effective this /5* - day of C601y 1991, by and between 
Security Savings and Loan ~ssoc~ation, Monmouth, Illinois 
("Institution") for itself and any controlled subsidiary, and the 
Office of Thrift Supervision ("OTS"). This Agreement has been 
duly authorized, executed, and delivered, and constitutes, in 
accordance with its terms, a valid and binding obligation of the 
Institution. It is understood and agreed that this Agreement is 
a "written agreement" entered into with the OTS within the 
meaning of Section 8(b) and (i)(2) of the Federal Deposit 
Pnsurance Act, as amended by Title IX of the Financial 
Institutions Reform, Recovery, and Enforcement Act of 1989, Pub. 
L. No. 101-73, 103 Stat. 183 ("FIRREA"), (to be codified at 12 
U.S.C. Sections 1818(b)(l) and (i)(2)). 

WHEREAS, the OTS is of the opinion that the Institution has 
not complied with certain of the regulations to which the 
Institution is subject in conducting the business of the 
Institution, as recited in the Report of Examination as of 
January 7, 1991 ("Report"), specifically 12 C.F.R. Sections 
563.93, 563.43 (b)(2), and has engaged in certain unsafe and 
unsound practices thereby providing grounds for the initiation of 
cease and desist proceedings against the Institution by the OTS; 
and 

WHEREAS, the OTS is willing to forbear at this time from the 
initiation of cease and desist proceedings as the result of the 
Institution's failure to comply with statutes and regulations, 

unsafe and/or unsound practrces as set forth in the 
Institution's Report for so long as the Institution is in 
compliance with the provisions of this Agreement; and 

WHEREAS, in the interest of regulatory compliance and 
cooperation, the Institution, by its Board of Directors 
("Board"), is willing to enter into this Agreement to avoid the 
initiation of such cease and desist proceedings; 

NOW THEREFORE, in consideration of the above-stated 
forbearance by the OTS from the initiation of cease and desist 
proceedings against the Institution, it is agreed between the 
parties hereto as follows: 

COMPLIANCE WITH REGULATIONS AND STATUTES 

1. The Institution and its controlled subsidiaries have 
corrected and will not initiate action which would result in any 
violation of, or the aiding and abetting of any violation of: 

12 C.F.R. 563.93; 
12 C.F.R. 563.43 (b)(2); and 
12 U.S.C. § 375b. 
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2. Within five (5) days of the Effective Date of this 
Agreement, the Board shall collect $300 from Vice President James 
Kane as reimbursement for the Institution's waiving of a loan fee 
in violation of 12 C.F.R. Section 563.43(b) and Section 22(h) of 
the Federal Reserve Act, 12 U.S.C. Section 375b. 

3. Attached to this Agreement for the review and approval of 
the OTS Manager are the policies and procedures adopted by the 
Board to ensure that the Institution complies with 12 C.F.R. 
Section 563.43 and Sections 23A, 23B and 22(h) of the Federal 
Reserve Act, 12 U.S.C. Sections 371c, 371c-1 and 375b. Upon 
receiving OTS written approval, the Institution shall adhere to 
such policies and procedures in all respects. 

CRITICIZED ASSETS 

4. Within forty-five (45) days of the Effective Date of this 
Agreement, the Board shall adopt, implement and submit to the OTS 
Manager a written workout plan designed to eliminate the basis of 
criticism of those assets on pages A-12.1 through A-13.1 of the 
Report that are criticized as "Special Mention", "Substandard", 
"Doubtful" or "Loss." The workout plan shall include any 
additional assets subsequently criticized through the 
Institution's internal asset classification system. This workout 
plan shall include, at a minimum: 

(a) An identification of the expected sources of repayment 
for each loan; 

(b) The appraised value, as documented in the Institution's 
loan files, of supporting collateral and the 
Institution's lien position on such collateral, where 
applicable; 

(c) An analysis of current and satisfactory borrower credit 
information, which shall include, for those loans to be 
repaid from a borrower's operations, the borrower's 
current financial statements and cash flow analyses; and 

(d) The proposed action to eliminate the Report's basis of 
criticism and the time frame for its accomplishment. 
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5. The Board shall conduct a monthly review of all criticized 
assets to determine their status and will conduct a quarterly 
review of the effectiveness of the written workout plans required 
in paragraph four (4). 

6. Within fifteen (15) days of the Board's review, a copy of 
the workout plan shall be submited to the OTS Manager in a format 
similar to Appendix A (attached hereto.) 

LENDING POLICIES 

7. Attached to this Agreement for the review and approval of 
the OTS Manager are the lending policies and procedures adopted 
by the Board to ensure the Institution's compliance with 12 
C.F.R. 563.93. Upon receiving OTS written approval, the 
Institution shall adhere to such policies and procedures in all 
respects. 

8. The Institution has adopted procedures to more closely 
monitor its loans on income-producing properties. ~t a minimum, 
the procedures require that the Institution obtain and review, at 
least annually, financial statements from borrowers and 
guarantors, as well as operating statements and rent rolls on the 
collateral properties, of such loans. 

9. Attached to this Agreement for the review and approval of 
the OTS Manager are the Institution's written policies and 
procedures for granting loan modifications. Upon receiving OTS 
written approval, the Institution shall adhere to such policies 
and procedures in all respects. 

BUSINESS PLAN 

10. Within sixty (60) days of the Effective Date of this 
Agreement, the Board shall prepare and submit to the OTS Manager 
for review and approval a comprehensive Business Plan for fiscal 
years 1991, 1992, and 1993. The Business Plan for each year 
shall include, at a minimum: 

(a) a description of the Institution's anticipated major 
capital expenditures and strategies to increase its earnings; 

(bi a written profit plan showing how the Institution 
intends to increase its capital; 

(c) a balance sheet and income statement with quarterly 
projections in a format consistent with the Thrift Financial 
Report; and 
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(d) the Institution's underlying assumptions in 
preparing the forecasted statements. 

11. The Board has established procedures to monitor on a 
quarterly basis the Institution's actual results with the results 
projected in the Business Plan. 

12. Within thirty (30) days of the end of each quarter, 
commencing with the quarter ending September 30, 1991, the Board 
shall submit to the OTS Manager a report that compares the 
Iastitution's actual results with its projections for the 
preceding quarter. 

ACCOUNTING FOR TROUBLED ASSETS 

13. Attached to this Agreement for the review and approval of 
the OTS Manager are the written policies and procedures adopted 
by the Board that require the Institution to identify and 
appropriately account for troubled debt restructuring consistent 
with 12 C.F.R. Section 571.18, FASB No. 5 and FASB No. 15. At a 
minimum, the procedures include: 

(a) specific guidelines for determinimg in-substance 
foreclosures; and 

(b) net realizable value calculations to determine the 
appropriate carrying value of the loan being restructured in 
accordance with Generally Accepted Accounting Principles. 

14. Upon receiving OTS written approval, the Institution shall 
adhere to such policies and procedures in all respects. 

CLOSINGS 

15. (a) Although the Board of Directors is by this Agreement 
required to submit certain proposed actions and programs 
for the review or approval of the OTS, the Board has the 
ultimate responsibility for proper and sound management 
of the Institution. In exercising and fulfilling its 
fiduciary duties, the Board may consider the reports of 
management, counsel, and other agents and consultants of 
the Board. Nothing contained herein shall require the 
Board or any member or agent thereof to take any action 
or omit to take any action inconsistent with his or her 
fiduciary duties. 
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(b) It is expressly and clearly understood that if, at any 
time, the OTS deems it appropriate in fulfilling the 
lawful responsibilities placed upon them by the several 
laws of the United States of America and/or the State of 
Illinois to undertake any lawful action affecting the 
Institution, nothing in this Agreement shall in any way 
inhibit, estop, bar or otherwise prevent the OTS from 
doing so. 

(c) Any time limitations imposed by this Agreeement shall 
begin to run from the effective date of this Agreeemnt. 
Such time limitations may be extended by the OTS for 
good cause upon written application by the Board. 

(d) All technical words or terms used in this Agreement, for 
which meanings are not specified herein shall, insofar 
as applicable, have such meaning as defined in Chapter V 
of Title 12 Code of Federal Regulations. Additionally, 
any technical words or terms used in this Agreement and 
undefined in said Code of Federal Regulations shall have 
such meaning that accord with the established custom and 
usage in the savings and loan industry. 

(e) The terms and provisions of this Agreement, shall be 
binding upon, and inure to the benefit of, the parties 
hereto and their successors in interest. 

(f) This Agreement shall remain in effect until terminated, 
modified, or suspended by the OTS, acting through the 
Regional Director of the Central Regional Office. The 
Regional Director, may suspend, in his sole discretion, 
any or all provisions of this Agreement at any time. 

(g) It is understood that the execution of this Agreement 
shall not be construed as an approval of any application 
or notices that are contemplated by the Institution. 

(h) Any report or other document required by this Agreement 
to be submitted to the OTS shall be filed with the 
Office of Thrift Supervision, 111 East Wacker Dr., Suite 
800, Chicago, Illinois 60601, Attn: Renaldo A. Salonis. 
All reports and other documents shall be deemed filed 
when received by the OTS. 

(i) In the event any provision of this Agreement shall be 
declared invalid, illegal, or unenforceable; the 
validity, legality, and enforceability of the remaining 
provisions shall not in any way be affected or impaired 
thereby. 
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(j) The section headings used in this Agreement are for 
convenience of reference only and are not to affect the 
construction of or be taken into consideration in the 
interpretation of this Agreement. 

16. This Agreement shall remain in effect until terminated, modified, 
waived, or suspended by the OTS, acting through the Regional Director 
at the Chicago Regional Office. The Regional Director may suspend, in 
his sole discretion, any or all provisions of this Agreement at any 
time. 

IN WITNESS WHEREOF, the OTS acting through its Regional Director, 
and the Institution by its duly elected directors, have executed this 
Agreement on the date first above written. 

THE OFFICE OF THRIFT SUPERVISION 
Chicago, Illinois 

By: i d /  - -- 
Xftuart- r?. ;)&ifman 

SECURITY SAVINGS 
AND LOAN ASSOCIATION 
Monmouth Illinois 

-- - BY: 
-~irectok Jenkh, Director Lovdahl 

&Y: 
Director Pratt 

BY: -BY: \. 
'Director Cavanayt(th ' Direktok Sexton 

BY: !.a / 
~ireccor Robinson i 
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( j f  The section headings used in this Agreement are for 
convenience of reference only and are not to affect the 
construction of or be taken into consideration in the 
interpretation of this Agreement. 

16. This Agreement shall remain in effect until terminated, modified, 
waived, or suspended by the OTS, acting through the Regional Director 
at the Chicago Regional Office. The Regional Director may suspend, in 
his sole discretion, any or all provisions of this Agreement at any 
time. 

,* IN WITNESS WHEREOF, the OTS acting through its Regional Director, 
and the Institution by its duly elected directors, have executed this 
Agreement on the date first above written. 

THE OFFICE OF THRIFT SUPERVISION 
Chicago, Illinois 

By: 

SECURITY SAVINGS 
AND LOAN ASSOCIATION 
Monmouth, Illinsjs 

BY: 
r /(s( .BY: L 
Director' Cavana&h Direktok Sexton 

BY: 
Dlrector Robinson I '  

. . 


