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SUPERVISORY 8- 

This Supervisory Agreement ("Agreement") is nade and is effective this 24th - 
day of ~ugust , I993 (the "Effective Date"), by and between Xetropolitan 
Federal hnk (the "hssociation"), a federally chartered stock association. 
having its main office located at Fargo, North Dakota, Yetropolitan Financial 
3rporatian (the "Bolding Company"), a savings and loan holding company that 
controls the Association and has its main office in Minneapolis, Xinnesota, and 
:he Office of Thrift Supervision ("OTS"), an office within the United States 
Department of the Treasury, having its prtncipal executive offices located at 
1700 G Street, N.V., Vashington, D.C. 

YEEREAS, rhe OTS is the primary federal regulator of the Association; and 

:'@EREAS, the Holding Company is an insti tut~on-af f iliated party of :ne 
&%xiat:on pursuant to Section 3(u) of the Federal Deposit Insurance Act, :? 
3.S.C. j :813(u); and 

%EREAS, based on the Electronic Data Processing Report of Examination of 
the Holding Company dated gay 10, 1993 ("ROE*), the OTS, by and through -he 
Regional Director for the Midwest Region or his successor or designee ("Regionai 
Xrec tor") is of the opinion , that the Association has engaged in acts and 
practices in operating the business of the Association, and the Bolding Company 
has caused the Association to engage in acts and practices, that: ( i )  have 
resulted in violations of certain of the lavs or regulations to vhich the 
Association is subject and/or (iifare considered to be unsafe and unsound; and 

'JREREAS, the OTS opinion that grounds or the mitiation oi 
administrative proceedings against the Assoclacion and the Bolding Company; and 

WHEREAS, the OTS i s  of the view that it  is appropriate to take measures 
lntenaed ro ensure that the Association will: (I) comply vith all applicable 
: a s  and regulations and (2) engage in safe and sound practices: an0 

WHEREAS, the Board of Directors sf the Association ("Association Board"?. 
and the Soard of Directors of the Balding Company ("Holding Company Boars":, 
vlthout admitting or denying any violations of lavs or regulatlons and/or unsaie 
and unsound practices, vish to cooperate with the OTS and to evidence their 
l n m t  to: (1) comply vith all applicable lavs and regulatlons ana ( 2 )  engage :n 
safe and sound practices. 

THER~F~BE, in consideration of the above premzses, the nutuai 
underta~ings set forth herein, the parties nereto agree as follows: 

e ac.tions :o 
an io fail :o 

OTS Regulations, 1: 



C D W C T I ' J E  PROVISIONS 

- * - -  - rhe ifolding Company snail provide eiecfronic data processing i "C I )?">  
audit services ro the dssoclation, :hen. .~i:hin 90 days of the Effect:-e 
sate, the ifolding Company shall establish an internal audit department ana 
fully staff i r  as necessar, co carrj out the EDP audit knc:ion for :he 
Association and correct the deficiencies cited in the ROE. 

3. Xisk Analysis. 

(a) Xthin 90 days of the Effective Date, the Holding Company snail 
Provide (and the Association, if the Holding Company snail provide :ne 
Association vith audit services, shall ensure that the Holding Company 
provides) to the Regional Director for reviev and approval a vritten 
risk analysis for the EDP function. The Holding Company shall, j.ithin 
?O days of being directed to do so by the Regional Director, if so 
directed, correct ail deficiencies in :he vritten ZDP risk anai~sli 
cited by the Regional Director. 

' 5 )  'iithin :?e witten EDP risk analysis required by subpa~agrapn ( 2 )  

hereof, :he Holding Company shall address fD? auaic ?tours scneduiea. 
as needed to satisfy vork programs. 

4. Pre-Conversion Audit Activities. 

(a) Prior to any acquisition, merger, purchase and assumption, or similar 
conversion or related activity involving the Association and another 
financial institution, :he Eolding Company shall provide for (and the 
hsociarion shall, if the Solding Company shall provide :he 
Association vith audit services, ensure that the Holding Company 
?rOvides for) adequate EDP audit coverage of :he traiVWf;on. 
:ncluding but not liaited :o pre-transaction audit --overage 1: 
adequate :o ensure that necessary concrols are in piace and operarl-g 
effectively in order to support the transaction and its aftermath. 

(b) Uithin 30 days of rhe Effective Date, the Holding Company snail 
establish (and the Association shall, if che Holding Company snail 
provide the Association vith audit services, ensure that the Holding 
Company establishes) an audit plan of action for risks identifieo in 
tra?SactiOns of the nature described in subparagraph (a) hereof. 

5 .  Zndependent Follow-Up Of Nanagemenr Responses. 
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(b) Yithin 30 days of the Effective Date, the Holding Company shall 
establish, and thereafter aaintain (and the Association, if the 
3oiding Company snail 7rovide rhe Association vi:h audit services, 
snail ensure that the fioiding Company establisnes and thereairer 
3aintainsj, a urit:en procedure that requires nanagement of the 
Solding Company to comply vith commitments i t  aajtes to regulator'] 
agencies and auditors vith regard to its EDP operations, .ihich yritten 
;rocedures shall be submitted to the Regional Director vithin 40 days 
o f  :he Effective Date. Deficiencies, if any, in sucn vritten 
procedures as are cited by the Regional Director shail be corrected 
'~ithin 30 days of vhen such corrections are directed by :he Regional 
Director. 

Reviev of Service Bureaus' Audit Reports. 

(a) 'Jithin 90 days of the Effective Date, the Holding Company shall (and 
:he Association, if the Bolding Company shall provide audit services 
for che Association, shall ensure that the Holding Company does) 
obtain and reviev evidence as to vherher ZDP audits of tne 
Association's service bureaus have been conducted in accordance with 
:he guidelines of OTS Bulletin ?A-i-la and submit r o  the Reqionai 
Director a report of its findings and certification rhat audit repor:s 
of ail the Association's service bureaus have been so revieved. 

(b) ui thin 90 days of the Effective Date, the Bolding Company shall (and 
the Association, if the Solding Company shall provide audit services 
for the Association, shall ensure that the Bolding Company does) adopt 
and submit to the RegionaL Director vrit ten procedures for an annual 
review as to vhether EDP audits of all of the Association's service 
bureaus have been conducted in accordance vith the guidelines of OTS 
Bulletin PA-?-la. The Eolding Company shall (and the Association. i f  
the Eolding Company shall provide audit services for the Association. 
snail ensure that the aolding Company does) amend such xitren 
procedures if and as directed by the 3egional Sireccor and snail 
comply .Jith sucn procedures, beginning in 1996, as so amended (if so 
amended ) . 

EDP Planning. 

pithin 60 days of the Effective Date and thereafter, :he Holding Com?any 
shall provide for (and the Association, if the Holding Company snail 
provide audit services for the Association, shall ensure that the Hoid:-s 
Company provides for) EDP planning in accordance zith the guidelines ';f 
F U E C  Issuance SP-7. 

Definitions. 



? .  

10. 

il. 

i 2 .  

;3. 

14. 

Title 12 of the Code of Federal Regulations, BOLA, FDIA or OTS Memoranda. 
Any such technical vords or terms used in this Directive and undefined in 
said Code of Federal Reguiations, B O U ,  FDIA, or OTS Memoranda shall have 
m m i n g ~  that are in accordance with the best custom and usage in t.7e 
savings and loan industry. 

~uccessor Statures, Regulations, Guidance, &endments. 

3eference In tnis Agreement to provisions of statutes, reguiatlons, and OTS 
"emoranda shail be deemed to include references to all amendments to sucn 
~ K O V ~ S ~ O ~ S  as have been made as of the Effecrive Date and references to 
successor provisions as they become applicable. 

Ouration, Termination or Suspension of Agreement. 

(a) This Agreement shall: (i) become effective upon its execution by the 
M S ,  through its authorized representative vhose signature appears 
beiov and (ii) remain in  effect until terminated, modified or 
suspended in wiring by the oTS, acting through its Director or m e  
Regional Director. 

( 5 )  The Regional Director, in his or her sole discretion, may, by vr: [ f e n  
notice, suspend any or ail provisions of this Agreement. 

Time Limits. 

Time limitations for compliance vith the terms of this Agreement run from 
the Effective Date, unless othervise noted. 

Effect of Beadings. 

The Section headings herein are for convenience only and shall not affect 
:he construct:on hereof. 

Seoarabilitv Clause. 

case any provision in this Agreement iz; ruled to be invalid, illegal or 
unenforceable by the decision of any Court of competent jurisdiction. :-e 
validity, Legaiity and enforceability of the remaining provisions hereof 
shall nor in any vay be affected or impaired thereby, unless the Regional 
Director in his/her sole discretion determines othervise. 



Successors in Interest/Benefi t . 
- 
'be terms and provisions of this Agreement shall be binding upon. and inure 
to the benefit of, the parties hereto and their successors in interest. 
:Jothing in this Agreement, express or implied, shall give to any person or 
entit7, other than the parties hereto, the Resolurion Trusr Corporation. 
and the Federal Deposit Insurance corporation and their successors 
hereunder, any benefit or any legal or equitable right, remedy or claiia 
under this Agreement. 

Signature of Directors. 

tach Director signing the Agreement attests, by such act, that she or he. 
as the case may be, voted in favor of the resolution, in the form attached 
to this Agreement, authorizing the execution of this Agreement by the 
Association or the Eolding Company, as applicable. 

:nceqration Clause: 3odification. 

This Agreement represents the final vritren agreement of the parties vi t h  
respect to the subject matter hereof and constitutes the sole agreement OS 
:he parties, as of the Effective Date, with respect to such subject matter. 
aovever, except as they othervise may conflict m t h  this Agreement, ai: 
exisring orders, agreements, or directives issued by the OTS against the 
Association or the Eolding Company, if any, remain in full force and 
effect. 

Enforceability of Agreement. 

The Association and Eolding Company each represents and warrants that this 
Agreement has been duly authorized, executed, and delivered, and 
constitutes, in accordance with its terns, a valid and binding obligarlon 
of the Assocration and the Holding Company. The Assoclatlon and Boldinq 
Comoany each acknovleaqes that this Agreement is a "'~rltten agreement" 
entered into v ~ t h  the OTS vlthin the manrng of Section 8 oi the DIh.  :: 
U.S.C. 8 1818. 
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IN VITNBSS -OF, the OTS, acting by and through the Reglonal Director, 
and the Association and the Boiding Compatly, each in accordance vith a ouly 
aQopted resolurion of its Board of Directors (copy of each attached hereto), 
-ereoy execute this Agreement as of the Effective Date. 

OFFICE OF TERSPli SUPEiVSSION THE ASSOCIATION 

- 
Name: 

, . 
Name : f 

Title: Chief Executive Officer 

DIIWXORS OF THE ASSOCTB,TION 

Director 
/ $1 

Director 
- 

.-rector Director 
/s / 



TBX HOLDING COHPBNP 

By: 

- - 
Name : 

df / 
, 

Chief Executive Of f i ce r  

DI=CfoRS OF THB HOLDING M w m  
Is/ - - - 

DXV.XO&;*- - ' 7 - Direc tor  
/5/ 

h 

/J/ - 
i l i rektor  

I 3  f 
I 

- . Y -  . 
Direutod/  - 

14-/ 
Director 

131 - 
Direc tor  

A/ 
Dlrector  

l s /  
Direc tor  1 -* 



CERTIFIED COPY OF 
RESOLUTION OF BOARD OF DlXEClVRS 

I. :he undersigned, being the duly appointed and qualified Secretary :f 
necropolitan Financial Corporation, Sinneapolis, Winnesota (:he "9oiding 
~onpany") hereby certify as follovs: 

1. A duly called meeting of the Board of Directors of t3e aolding 
Company was held on Aug 24 , 1993; 

2 .  At said meeting a quorum vas present and voting throughout; 

3. The following is a true copy of resolutions duly adopted by the 
Holding Company's Board of Directors, vhich resolutions have nor 
been rescinded or modified and are nov in full force and effect: 

YEEREAS, the Board of Directors of the Bolding Company wishes to cooperate 
'21th the OTS and to demonstrate tnat said Board of Directors and the Holding 
Company have the intent and ability to: (1) comply with all applicable laws ana 
requlat~ons and ( 2 )  engage in safe and sound practices; and 

:HEREAS the Directors of the Bolding Company have read and considereo cne 
proposed Supervisory Agreement ("Agreement") which shall be attached to tne 
minutes of this meeting; and 

'BEREAS after due consideration, the Directors of the Holding Company have 
determined co cause the Bolding Company to enter into the proposed Agreement 
vhich is in the best interest of the fiolding Company; 

NOv THEREFORE, BE IT RESOLVED, that the Bolding Company be arid it hereby is 
authorized to enter into the Agreement in the form attached to the minutes of 
the meetlng, 

FuKfHER RESOLVED, that the execution and delivery of, and performance o r  
all of the Provisions of the Agreement be, and they hereby are, authorized aria 
approved, 

FmTEER RESOLVED, that the Directors and Officers of the aolding Company 
be, and they hereby are, authorized and directed to execute and deliver :x 
Agreement and to tske all steps necessary or appropriate to implement the terls 
of the Agreement and to cause the Bolding Company to comply in all respects ;.I:? 
the terms of the Agreesent. 

. 7  7 -. n,, aembers of the 3oard 3f Directors .;ere present and voted ac 
the neeting (except William C Mareil ) and ai;  
?embers 0 f m e  3oa:d o f 3irectori 
(except ) voted in favor of the 
resolution: 


