
UNITED STATES OF ,4MEKIC,4 
Before the 

OFFICE OF THRIFT SUPERVISION 

Order Xc> : Wlu'-B9-T,! 

Fffec~ive Date: Apr~l  6 ,  200(5 

ORDER TO CE,ASE AND DESIST 

~ ~ H E E E 4 5 ,  G:wanty Rank, Austii7. T cia-,,. 0'13 I)acket No. 0 8 5 2 . ~  (,\s:j.~c;:::i~~i, 

, 1 1 1 . ;  . : I I . , ) L ~ ~ ~ I  ;;.; F-(i;.~rd c;i !tirectors (Boardj. has executed a Sripulatinn axicj Ct2nSerji !I;..- 

:xst.:nnce :)fan iirder 10 Cease and Desist (Stipalaiion); a r d  

W-MERE=iS, the 4ssociati~n. bq euecutltig the Stipulation, has ccnsented ar_d .8zre.=1i io 

! f i r  ;\il:atiic of this C!rde: to Cease and Desist (Order) by [be OWce of Tfjrjfi S~lpe: iisir,n <()'!.:.:: 

WHF RE 4s. pw ;mnt to delegated aurnorrty. the OrS Regional G.irrc.ior fi:. ii.7,- ' J l ~ r ~ ~ ; , l  I-:.! 

k c ~ o n  I F-zgion:.,i Dirtcilv), is authol izei i t ?  ;s\i,e Orders t~ Cease md I>sslsr )&ere 2 sz:/icirz 

dL-'19~'iLit:C~ii ~ C Z  CSI ;S~ ' I?LC'~  TC, the issuance n f m  order 

WOW : 7'WFREFt)KE. 1T IS ORDLWF,I) that: 

~ 6 ' ~ ~ l ~ + n ~ a j ~ ~  Laws, Rerulatictn:. and Safe arnd Guund Practices. 

'I". ~ - i ( l ~ ; ~ ~ t ; ~ ) i i  + ;;;ii: its dii.=ctc)rs OIIIC~STS. ,. - cnpio:,:ees. acd agents sh3.11 l;es.;c cjc.;,.i 



from an;. action (alone or with another or others) for or toward causing, bringrng about. 

participating i~ couns~ling or the aiding and abetting the msafe or unsound practices that 

rewlted in the ~ 'c lr~eni  h ~ g h  lebel of classified asset-, porn zargings, inadequate capital, and the 

:allure to amplement policies and strategies to nitigate coacefitrztion risks 111 its loan and non- 

agency mortgage-backed securities (MBS) portfolios 

2, Capital. 

a tiffective immediately, the Association shall meet aod maintain a core capital 

l d J ~ o  ec!iial io ur greater th8.11 8 GO Cexcent ar~d a totai risk-hssed capital ratio equal IG or gre~ter 

rhari 1 '1 $I; percent EfTectlt-e~! imrnedid iely. the Assnc iatil,n $hall celculate the i ~sk-bawd 

capital ratis aad the required amount of msk-based ca~ntai tor each M13S rated be1n.c.t investment 

grade in accordance with 12 CFR 5 567 6jb) Within forty-five (45) days of the date that the 

a: s Association ~ C ) S , P  not meet the a r e  capital ratm of 8 CO ?;;cent and I hz tiita: risk-bast;$ ,:a13ital 
i 
% *+ ratio of 1 i .0,3 yercent, tile Board shall adopt 2 Ca~4ini r~tratcgic P12~ and su5mit the Zapitai 

d Strategic Plan to the Regianal Direct~iix h r  review a d  ~ v r i f ~ e n  notice of non-objection 

b The Cap~tal Strategic Plan shall detai2 the actions to be taken, with specific time 

-ti-ames, to achieve one of the following rrwlts by tht lare, of date of receipt of all required 

regulatory approvals ~t 60 days after the imp8ementatiofi of the Capital Strategic; Plan (i) merger 

vrirh, or acqulsitiorr bv another federally insured deposi to~~ isstlaua,cn as holding company 

therefif; 0 . r  [ii) voluntary i;quldiation by r"l!l~g an apprspri~tt. appilcar;on with OTS in confcjrmity 

with feoersI laws and r cg~latioras 

C. P ithirl fifteen (1 5 j days of bhz dare fram any request bsr the Regionai Director or 

his designee, the Associat~stm also shall submit the Capita; Strabedc Plan oi an ~lpdated Capital 

Strategic Plan. The Board shall make any changes to the Cayitai Strategic Plan required by the 
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Regional Director Zr  23s designee within fifteen ( 15) days aficr receipt. 'Thereafter, the Board 

shall adopr the revised Capital qtrategic Plai? The Associrtic):~ shdll prwide d copy of the 

revised ca~ihal %ra~rgic Plan to OTS -&;thin five ( 5 )  bavr, ~f tke Bc,ard meting at ntwhnch it was 

adopted The Assoc~at~on shall t~nplerrrent the Capital Str &+gar Plar irnmecitatel> ! ~ p t ~ ~ ~  

ncstificaiion b? the Regional Directo~ tc. irnp;errrei~~ ille C~pitsl Strztegic Plar? 

9zsoc!arcior1's ac3ion.l takelr and progress ir, ;mpiernentizg k c  Capltal Strategic Plan by n0 later 

:han the 1.' and 15& of ezch mon:h at all tirr~cs r* b l ~  a Capiidi ST rate& Fiat, r' in c:f;~ L The 

trimonthly status reports shall detail. any contacts with ir,l:esrment bankers, any pa,rtiss donng due 

diligence. any offers relating to an acquisition or tr mecger. ahe exec,ution of binding letters of 

++$& intent 01 purchase aireernents, capital inhsions from its ho!alng company, Guaranty Financial 

f . Circlrp, ~ n c  . Austin. 'l'ecas or an) other cdpit~ l  iaiGlg a.tivi!i& The Associstion shall ptovide 

&+p% to OTS a anotificatioc of the terininatifiti of negotiat;ons urth r,ny party consideking the 
. , I .  

*a .I, . .;, .. aquisit~on of five (5j pelcent or rrmclre bf the stock of the i~ssociation or a subordinated debt 

.. * offering within one ( I )  business day of the termination ~ f t h t .  negotiiirion~ 

3. Business Plan. 

a By May 3 1, 2i109. the Btrard shall adopt arid submit a revised comprehensive two- 

year strategic business plan for the remainder of 2009 and 2010 (Business Flan) to OTS for 

review and written notice of non-objectiorr The Busirless Plan shall ji) lnclgde a detailed and 

specific discussion of the Board's plans and strategie~ to 2ep!oy any capitai raised: (ii) set forth 

analysis of the projected earnings and pmfitatiliry of 21; existing and proposed business fines; 

(iii: prokide for compiiance with the capital levels set fonr: :n Paragraph 2 a of this Order, jn) 

prtwdc for supported prcjrziions fix ncit.3ctic.n (it' p19bIem sssets, (vi address the payments 
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on subordinated Qebenturen, (vi) address othel -th8n-ternp'r a.y-irrlpairrnerst (OTTI) 

determinations r epd ing  unrealired losses on the MB:, portfdlo required by Paragraph 8 of this 

Order: and (\lii? provide $31 an alternative operating srrate~r tc be implemented immediately if 

the Assnr,latinn does not w-f fht capital taigets set forth In Palagraph 2.a of this Order and 

dix~ng the intterrm per~od of tk-%e implemefitztiprn cf recdplt+ii~atio~r c.f'the Associaticsn in 

acccrdar:ce wkh Paragrsph 3 b cf this Qrder. I he altern~:.t;v: opera:;ng strate j shc;!l address the 

feasrkilfiy of arjd~ti~nrl red~lr t io~ r.*i'cr:*st erld reverge erti?a:!cernenr crcgzms 

b 'I he Husiress Plan ihd! also include a def;liit*d dwct i2cil.m of al: \~fr,l~-st~p~,orted 

essumxltions wed rc prepare the gro fomr: statements, incloLing, hat not 11mited i*r  ( 2 )  

comprehensive pro-forma earnings, capita!, and, cash flow projections (incorporating project~ons 

L* from the Liquidity Management Plan adopted pursuant tc Pba~graph 6 of this Order and the 
, . 

*#-:. restrictions on operations set fonh ~ r i  this O~dzi)  bncd GI, hesf and wolsa case sceaario~, (ii) the 

m m e d  inwest r a e  sceniinos: 4 i i ~ )  assumptions rrsed for rim-interest Income and nun-tnterest 

k* -2 c~peases; (iv) assumpiians fur furec;hstiilg iuari losses or d~arge-offs and the disposition of 

; -+ prvbIem assets: Cv) assumpttons used 2"or i ~ a n  m-lglnatlvn ,*arts, taking into consideration current 

uational and regional w:c:nc?rnic conditions; (vi) assumct!or,s used tc determine the appropriate 

portfolio mix, aneitading the consider&ion of credit, iiyuidky, in~erest rate, operational, 

reputation, and compliance nsks; m3 jvir) aswmpticrrls h a  the <?&-up bt0~t3, V Q ~ U ~ ~ S ,  and 

. . 
expected returns on my new business lines, products; or sen-icas - 

r .. 
c The Association shall rnah any requi~ed modif;,cations te  the Business Plan 

required in writing by the Repionat Director or h;s designep klthll) ten (1 0) days afler receipt. 

fkereafier, the Boad shall adopt and the 4ssociatiun slvtil imr~ediately imy.lement the revised 

Business Plan The Association shali pfovide a cop;. of the ievlssd Business Plan and the Board 

. . .  . . '. 
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me~t,lrlg ~,~~I:u:.cI I t,flecting th2 Board's adcption of :he reviced Susiness Plan to 0 1  h wthin five 

(5:) days sfter the iP13ard mesticq. 7'1% 2' sseciation shall cI~l.!init a~:; proposed nlaterial deviations 

to t11.e EUsirtesr: Pian io the W eyioalal Dlaecfi.,; for ;eyiiz:v a.nd J r;l;t;tte!i n:jn-r)1fiJectiv~ a; :edst 

- .  fifteen ( 1  5 )  days priijr to nmplem,ontaticn. A drviaiion .hall : ~ e  r;t?ii~~de,l-ed ina.terial wide; t;:.:ls 

Paragra,ph wkie~ the Associatioc. (i:~ t.r?sageq in any ir~ster~al ssti~~-:c;v. !lee ofbu.sines~, !-!a 

. . ,... ~~e~;C_f~i)ra thi?i IS ![i~t:*rl4>i.e~t will, i h ~  Business P:m: ( : : I  =.xc.-j~bs tile. ieyd ~f a i y  m ~ i i ~ i t ~  or 

growth cantempkited IR the Caakai Plan by r!?urc : b r !  10 ::f;:l-;ent, aniiss the activity invo!ves 

assers risk-veighted 5'3 percegt er icss, ;e ! N : s ; ~ , o  (:asb a \.a:-:c;n;e of more thca?. 25 petcerli- shall k,.: 

. . - .  
deemed to be a meteria! de\~latlliil, nr (ii;) fails bz1c.a or rsrls ra :r;eet h e  !arl;ei dplcj~rit, 

+ esliabllisbed in the Capital Plart bj more than 19 perrent. 

ki d Natwithstandlng the foregoing, ncm oY the ~ u ~ I c ~ ~ Y I ~ ~  de7;iatlons shail be deemed 

. . 
$ :"+ to be =ateria: i i) a change ?f i 6 per ,C'II: or le<\ I I I  &zy balc,nce sheet carego1 v ,  clr 1; i ,! 3 +-]la rrgc cif 

* 
, . 

*$&& 43 :*ercer! v! 15.- In any brorrae s t~ t rmcnt  categary For pi6% pole- ri.;his Px3,yraph a haianc~ 

A '  . . *  *$ . - stl~ei c8,tegorq i s  Jciit~e? as bash, Investnaenrs, i-4 famiiy yerm~ent mortgage Ioaws, consumer 

A 

r' loans, nonhomogeneous loans, NBS, othel investment szclirir-icz. fixed a:sets, retail deposits, 

whoiesale deposits, sdvances from the Federal &me L02n sank, orhe1 horr~wed money, other 

liabilities, and equity capital For purpcses af this Parsgraph, en income statement category is 

defined .x irrterec,: x o m e  interesl rk pence, r!onintel~es~ inccxe. nonifiterest expense, and 
1 

crijsordioary hiems in addd~on. a chzage of 20 percen; ur 1e.s in ner iilcorne oi- 29 percent or 

less in the a m o m  ofreai estate owxd bhnli 8ir.d be deelxed ztatenal tar purposes ofthis 

, . .  . . 

Paragraph. 
A 

r3: Wthm fifteen (15 ; days afior the r ~ r d  of -a& nmnth, h~giginning with :he month 

ending Mav 3 I .  2000. Marlagemrs,~ shall prepare and subac  :o the B3ard and OTS rfli)~~ik~!~r 

\ > ~ r n . t l /  B& 
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varrance reports regarding the Assitciation's ~,omplian~e u itti the Business Plan Such virrianrce 

reports shall: di) detail actual operating as compared ~mih prqected results; (ii) discuss any 

~har~ges required in the rlssgciatio11'r business stra~eg; Gut: to 2 change in nar'ket concltigr,~ or 

,,'rhfir common factors. [lil) ifis&-us5 the Gatits ofcu~f  ciittrn? 8i.d :ecenue eirhsncermi,:, and (ik) 

prcvidc rtn expianaticn for any material deviation from th2 3usi~ess  Plan or any glar, under 

zorcsideiation t c~  c:orrect eat ;! walerial deviatiol~. T"le Bce~d's review cfrhe Rgsiness ? 3 ; ? ~  9i-k 

related variance rzports shall be hiIly doc~menten in the ';;os8.d niniites a.16 ths varidncc i-zports 

w d  mirmtes shd l  b e  submirced to the Regional Di*ectol. wi?hirl 5~ ( 5 )  days 9f rht. Bclald 

meeting. 

f. Vvithin fifteen (15) days of the ecd of each month, beginning with the month 

. ending April 30, 2009, Management shall prdvide to the Board a monthly assessment of the 

..: '=- , mfftclency of the Associa*Eon7s capital lcxiels relative t8.v tttt- Assoc;ation's risk pprnfilt classit;ed 

2% . asset l f i ~ l s ,  PLEL,  the araluation of, zrf ceed f i r  OTl! charges on the M B S  po;ttlj'r~o. 

a: . - I  pmlirabi:ity of business lines, and trends in ail of the abaveiisred areas. The Board's review of 

a , - such report shall he 611y documented in the Bsard minut& and the reports a d  rnininus shall be 

submitted tc OTS within fi~t ( 5 )  dsys of the board meeting. 

8 Within twenty (20) days ' ~ f  the end af a qila-tkr, beg~ilnlng with the qua-ter ending 

June 30, 2W9, the Board shall also revlew and address the ext~rnr21 and internal risks that mzy 

asect the hsuciat~on-s abiliiy to implernenr the Business Plan. This review shali include, but 

not be limited to, ~ V P ~ S P  scenarios relating to asset or liability mixes, interest rates, staffing 

levels and expertise, operating expenses, marketlng co*:, and economic conditions in the 

markets where the Associ3tiur! is operating. 

h. The As5ociaiisn shall mot16 OTC regafdiqg drly new material Event affecting or thai 



may affeci tll;. haiar~ce +.beet :tor the cash flr~"iv s f  the ilLssocl~tion within one (1 j 5usine.s day of 

skch ebent 

4. -- Restriction on Asset Grruwtb. 

Effective immediately, the Associ~tion ~ha!] limit it:: aszet gmu.th in my quarter to an 

amoijnt not to exceed ilet interest credited on deposit- lil=bili:les durlcg  he quarter without the 

pncr hntten ncn-.%jectlm ot the Regional Directs:- 

5, -..---- Brokered Drrrosits Rgstriction. 

a Eflzctive immediately, ~ b e  AS<~ cia! i o ~  ~11811 not ?cl-epi brr &el-ed deposil s, 

ir,cludln,- deposits coverea by 12 CFK $ 337' h(a);S: mcc:)t ia compliance 34th 12 r 'FR $ 

337 6(b)(2j, unless a waiver is granted by the Federal bep~si; Insurance Corporation (FDIC) 

b The Associatnon <hall piwide to OTS. (i) wirten notice if the Association 

% +$& requests a wai:er h m  the FDIC. and ( i i ~  a copj ot the F 3 k  " 5  correspndencr indi~a~.,?g ;ts 
y. 

-f & dijpt3siti~u of any request f b r  wch a waiver 

6. Liaaidrty Manaeement Plan. 

x -  a By Ma) 11, 2009, the Boa~d shall approve 2 :wiser! wrlttefi liquidity management 

and eontingencv plan (L,iquidity Management Pldr:) t h ~ c  jcj fo! the bare: and sound 

managenent of liquidity in accordance with OTS ThriP, 3u:letin 77, the Interagency Advisory on 

the Lise of the Fsderal Reserve's Priman. Credit Piogram in ~;Te&tk~e ~iqi;ldjf?j Mafiagement. 

and any other applicable guidance (;I) sets fonb short-tern1 and long-term soQrces of iiquidiny 

and caeh flw!. both into and out of iht: Association. (iri, ada~esses mir1lrnum iicceg~ble excess 

borrowing capac~ty, ir~iluoling its capacity to borrow from a Federal Home Loan Bank and/or a 

Federal Reserve Bark. (Iv) sets forth a y:ar to address ;he gay-,)ff of bmokered deposits and 

other certificate,, of deg9sit as they mature in 2033 and 2019 (vt prescribes specific limits 04 
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funding concentrations. cverali non-core deposit runding limit and mismimun-i level of ava~lablz 

unpiedged liquid asse:> meeting liquidi9 needs, ivi) 3dd:esses ccaingency olar,s ih- 

elimination cf curreRt scxarccs of hinds: c;,i~) provic'es for :r,c stress zeszin cf the al;a~lab~!it.~ ~f 

rnonitonng of i~te;.e.ji. x t e s  paid ci; depo.;;ts, a.iid (ix) piovicles f ~ r  cjngi~ing ~lonltonng trte 

-%sscciatiric\n's ?v/raraa$en:ea: and overfip>t b:r the BC'STQ. 

b. The .il,ssscia[ion shall make arly ~rtodificdtior:.;. te L ~ G  Liq~ldity Managemen! Plan 

.. re+.ic:ed in wr'tling by the Regional Director or h~s  designee fiithin ten ( :C)) days after receipt 

& - Thereafter, the Board shall adopt and the Association shali immediately in~ralement the revised 
- 

%~-i@& L iq~idity Management Plan The ~ s w c i s t i o , ~  shnll prn\iUc: 5 ~ o p y  of the rr\ls?d 1 q4id;ty 

.*.2 c 

Manap~irnent Plan and the B2ard meeting minutes reflsctizg the ~zarJ 's  adoption of'the i-evrsed 

' Liquidity Managemelat Fidn to OTS r~ilhin five ( 5 )  days n f i ~ l  rhr: B u ~ S  meefitlg 

-% c Wit,"iin iwentv r 2";) days a2e.i th? end of ea;h mclzth. beg~im~ng ~71th the month 

e n d ~ g  bfari:h 3 1. 20439, the 4ssc~1atio~'s Manege;rlerl? skcril prot~ide :o OTS *=pie\ of reports 

from the Associaii~,n's Treasury Depaiment illat provide e iiquir?ity brecast f ir  the subsequant 

three months and twelve ~qoili'ns. respectively, including, bcqt noh limited to a schedule of hricfing 

obligations and Cnding sources. 

3 Wiihita twenty (20) davs e.3e~ #?kc: end cd*ee;fi quarter, beginrting with the quarter 

ending March 3 1 2009. the Associattlon $hall scbmit reports to 01's regarding the Board's 

quarterly evie-v uf the 4ssocidtion's iiqcridlty pcsition a14 its deeermina.~ion regarding any 

Gilaranty Rmb 
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required amendmerrjs of t:-~f- Assocrat~on's Liquiditi. Management Policy to address drry aiiveise 

change rv the, 4sccrctatiori s ltquidity risk prcfile 

e. Effective immediatelvj, the A~soc~ation shd: pra-~life 1~ri:ten notiEcatztlcr. to GTS 

within one (1 )  business day ~>fAssircia~icc's reze*pr ci am ~ r . f a r m ~ ~ r ,  f r k ~ l n  the Fp,del ai I-lrrrqt: 

Loan Bank regarding restrictnons on the ksscc~ati~r%'s 'oorrw-ing ~.;tpsc;j"y or requueinents fa: 

aa&t~srxt't cs~lakral.  

7. Ca~itgl Distriha!tic.xr* dnd Ftcirk WE;PP~~:L$,~~~CA. 

a. F ffxttve imrned~ate!v. the .! ISLS~QC~~~~L\?. c ) r  ~iv.:! cbf' ;is ~trba;rj;nrir;s~ afrai! not 

dc,cl&-rre, make, or :;zx; ~eny  ti!\rldr;:~rliq or oi'rlec- caprta: ilis:rib::a:,ns w ?r;:~tkase, lepurrh~se, QI 

. redeem or commit to purchase, a~epu;chasc, or redeem any 'ssociaticn-s cornanon or preferred 

. &ares without the prior written notice of'non-cbjection of O T ~ .  

-.c- 
c,; ,-.. 5. T he written ~ Y ~ U C ; S ~  = :  ~ 1 1 # . 1 )  I , i l ~ - ~ > h j ~ ~ ;  ; C v ,  ~lhr;?) ~ f i ~ t ~ i r ~  rcr;en: dxd yrc for ma 

it 

,%;- : p~c+:iio~j ieg:cil,,g ii:c A.sclc;at,,~n'~ ~~1;;:21, asset qs?Ii:-;, earnings, BRC' -%LL, and *hall *. 

: *- dndwIoleni the  association*^ ~oq-~liancc viirn the cvphrl r ~ r ~ o ~  set forth in paragraph 3.a ~f ths 

. . Order The -&sociation shall submit its writtee request 5ii fibs-acjectfon ro engage ir_ tt?e 

transaction set forth iri Paragraph 7 a nt this Order tz th:: Rqiscsl Directo: at ihdj ( 3 0 )  days 

prior to the anticlpafed date ~f the p r ~ p ~ ~ e d  dividepd paynznt, capital di&buiion. or stock 
<. 

. ,  
taansrtctioa ar.d only pruviird that. :hr Az,\i~l;ia&o~? .L i;l bat;;p~~anze with tile cipir2i r2 t i~s  sei forth 

. . 
in Paragraph 2 a of this ~ r d &  

% .  

8. Fair ValueiOther -Than -T'emrrsr am imvainnent Policy. 

ca. By May 3 2 ,  2909, the Board. with the assistance ~fwfsidk: r~n~ul tan ts  IF deemed 

appropriate, sha!l review the adequacy of the docurneitatior of Management's process af 

1 l'he term "Subsidq-" IS defined at 12 CFI, $ 554.2 
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k OTTI fur any of the nsc-agency and agency WIBS portfcli~s as reqlrlred under gel:erally 

accepted accounting prIncipIes (GAAF,]. The Rc,iird3s I<--Y i i t- j~r shall c,iinsider, h t  not be liinlted 

ig),  the adeq~aacy oi!vlanagement'a writresl source dt:)cun~e~rr;l:ion of the ~ S S L ~ I * I $ I ~ , ~ ~ ( ! I S ~ ,  Ir?puis- and 

dara eo supper!! dexeminations regarding O I'Ti. ':kc B ~ Z T ~ ' S  ~Y;!CW sbii!! E!SD :c::jude a 

reconc1llaticn of the assr;mption~ witkt the resiiklng conc1u;iciris regardkg 0'5'TJ rr,d the 

adequacy of  management.^ analytical process relating :c the determination 9Efair tlalue, as 

i-eq1.1ired by Sta~enrent '3fFinancial r?.cccl~nti.ng Standard (SFAS) No. 157, and QTTl 

dererminziions. 

." b. By May 3 1, 2009, the Beard shall adopt ar,d submit to 0 7  5 for written notice of 

nun-objecfiari P reviwd Fair Vali~e1C)TTI Pt~licy that set* folth, ai 3 mini~nuqi, the: f~l!c\v,/ing (i\ 

. * 

including any and all other issuances that proaide applicable guidance relating to the evaluation 
I 1  

and determination of 9FTi. iiil spec:f>c detailed zriter~z. and zuppoi-ting underlyiq assumptions 

:̂ or deterlining the apprupriare Ie.;t°l of ~easwement withi:: the fai: value hierarchy as set forth 

in SF AS 30 137, ( I I~)  specltkally detized indicators the presence of which would trlgger a 

&e.zrminatisn $ha! a specific irveskment seccrizy would be deenred to have incuared OIFi, and 

would be required :a ciccumekt ihe detzimination f v OTT1e;f. illvestment si,+,uritles more 

. . .  . . 

frequently than quarierly. 

. - 
c. I he ,4ssociation shali makz rnodifi'ncaticns to tne Falr Cfalue/0l'TI Policy in 

accordance with GAAP and as may he rer~uired 1st writit~g hy ihe Regisnit1 Directctr or his 



designee withi5 ten ( 1  9) days after receipt. Thereafter, the Bnard shall adopt and the Association 

' shall mmediatelv implement the revise2 Fair Value/OTTI P3iicv. The Asscclation shall prcwide 

a copy ofthe revised Fail ValueIrPTTI Policy slnd the B~~rc imes t ing  ~ninu.te< reflecttrig the 

Board's adoption ~f the revised Fair &ra!meiBTTl! Pol~c;. E: UI'S within 5ve ( 5 )  Gay; after the 

Bva,rd meeting. 

9, Repoa ts on Mort-igaee-Eacked Securities PortCt"\,;c+. 

a. ErTectivc imm%dia~:rel;., the A4ssoc,iation shai! provide a v:rirren notification to BTS 

tmmzdidtely upc3t1 I-eczipt of Il:fornlatiofi ~zga; ding 5.34 dcswilgiailt~ in the r7it l~ef l :  grade 

ratings of any ,343s. 

b By tu7enty (20) davs after the end of each month, beginning nith ihe month 

3 ending March 31, 2009, the Arsociatiosl'shall submit a rt~orrbly status report notifying OTS of <* 

.. .t'> 
$ : :: ) :kc .imoilc; 21 u;uea!ized losszs ail tke A ~ ~ ~ ~ i a t i t j 3 i l ' ~  ~ s ~ - i i ~ e ; ~ c y  ac;i a g e x y  & W S  p~rtfo~ios,  *. -- ,-~5 

;%. 
1 .  . ,... 
: : gyjf&: - 6eGnsteA by se.:~!:.itier a,aiisblc fi.: salz and sec~:.liies he12 :!, mi.:ptlrriry; arlr! \I:, :he in.iestn:=n~ .">> ." 

grade raxicgs of non-agency and agency M B S  portfolios 

c. By twenty (2Q j d i q s  afte: the er,d of each qcvter. beginning l.~ith the quarter 

ending Maxch 3 1 ,  2009. the Associa~ior~ shall submit ~p,t;rr;.tr!y repilrtk io OTS i h ~ :  adGtebs ( i j  

the evaluation of lmpalred securities, including but not limited to whettier an?, of the unrealnzed 

:csses b h ~ u i d  be cslrsidered OTTa: ( i i )  specific changes mcde $y'h/lar,agement tc  the inputs 

m9er the   as sum pi ion^; used in determininl: Fdir val~te, and (5;) Ma~agement's analyses of the 

appropriate accounting adjustments ,f aiiy? under CiMP. Tbis repofl shall set fweh, ip narrative 

format. the process by which the ~ssociat ion rvaluaks the kxlsteacc, of CP'ITI. including but not 

limited to, the inputs an13 assamptions used by Management :TI vaiuing investment securities in 

~ % a . r r n ~  B d .  
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act. ordas~ce with P~ragrapb 8.b of this Order and alsc dems:~seraring the A:so~izrion's inrfi~t and 

abilit? to hoid the serm-ities to Forecasted iecovei-y 

d. Th? Assxiation shall xa6c a:; sz,r;ropris:e ;c;.su;ting acIjust;r;aems as rzcjuired 

~ i~ lde r  Cn-4 AlP. 

10. Commercial Real Estate Risk Auallvsis. 

a Hq .?11y 7 ; .  ?2,i:9, the &MI< dlsll nl;opt I tI+,sed p ! , i r l  (CRF Risk rSi~es~n>"r~Z7t 

Plsr) s s w s c i ~ ~ ,  !ni:snito~~g, scc! ccnrr~llinx the ~ZIF as:~cir?tsd wit6 c;~xsrrner-c;s! rzal esrzte 

lean transactior,~ ir, acccrdax:: w~:h the g~ide;:i~:r;s in ::T$ C t O  Lztter P!a. 252, cn*irt!ed 

L ' 4 '  i.rllidar,i:e (j;? ccji;~fi~ert~,a: ReawJs;a!e (CI;<TI Cut:ce;~r!.aii~~c* R-iyI. 5," ,la;,?(! &iefi-&r! : 4, XoCS 

(CEO Letter !%o. 25:! Yhe revised CkE ,%sk Asseqsneil; P!an shajl, at a minimum, address the 

foHowing. 

. . 
- C 

11. Cornpietion cf port?dio Ievei stress tests sr sensiti~ky ananvses at designated tnme 

frames to yamti% the impact of changi~lg e t t lno~ic  conditions, including, but not 

limited to tbose afiecting ceK3in re:evaot ~.~drls:rlc;s Of sectors on a w t  quality 
, 

earrri~gs, a d  capital, 

limits and the Associarion's commercial 2nd commercia! real eztate ioan yo!ic~es 

and strategie~, 

I-; Periodic review and apprt>vsl of the ~ommrrcial real eqtate )om risk exposure 

Cim-ants Eank 
iiTq 13cket No. 17ESj-l 
!~)r~la to (:2232 znd !?-;is! 



.r. ' tstablishmena of a pcstfi~lio managemerit ;~mc;sss to e~;slate tne overall expo51,tie 

to r.,v~l:,vlic risk. facactrs and to de-elor ~ c n t i t y e n c . ~  pians ti> ~ojtigait: 

Goncerllrztlon rlsk in the tf7:%~?d c\f atiterst, ~llii~ket candi'iions: 

vi. Development vf s management tr,farmatiaLi y?,lstsrn that stla-cifies the (:3,s6n~i;eg~:ir3j 

red estate Inax by Ircy factors csed ia! del.i~e?-/ding nslis: 

\:i~.  ~~rrbmissior: io, apd rev ir-w 05' C-.~i.~;.j~t;i;:; :;v t !-,e 30ar i  xha~ if;en:ifies yr?:j 

q~m1,ifies iht: iisriure and lz-v7z1 c,f r i ix  przse~ted by thr ~;rsi:lmel.oail; iriiii z s t ~ i e  

C,-r , .r3 r+-+-cA. , k i i l c c i . ~ i :  r,o !esc t h m  c n  a yt:al-!.=riy lt.+is: t,.=.gir;r,ing w:?k :he quarter emiing 

June ?Qi 2 X 3 ,  iirid 

vaii. Revision of the -Ilssociaalon's cornmei,cial leal t;state loan pcsllcy and risk 

management policy, to the extent necessaw, tc reflect the rrwlts of the rhk 

z- - the adopti~n and t11e *;rlpltn?ersti-r:isn of $;e CRT; F L S ~ C  ,%sse&qenf Vfl8,n. W;tftin fi;r' ( 5 )  days 

. . 
after the Board meeting wherr :he Eec.ari': 1.rvipi~1 'l<the IC.;,,~; at'~ttrr.ss te3;;;ifiq re,qu;fed 5;. rfrls 

P a r a ~ a p h  The ~ a s o c i a ~ ~ o n  shall submit the stress testlng report to OTS and a copy of the Board 

rntntltes documsntiag iirs review. 

a By J3ly 2 h ,  2009, the Eoad shall sdopli a~d srbrl%it to OTS for written notice cf 

asn-objection a r~,i.ised Risk Management Pol:c; that: ( I )  sets forth detaiied stm.~e@e\ fcjr 

mitigation of rss'k within the Asscceati~e's 4m-t and in~~esirr*ent portfolios nti an enterpnse basis 

and that establishes a reyadirement for periodrc reporting by .h.fa"ag&ment to ihe Board, (ii) 

: . . 

Guaranty Sank 
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establrnshcs a precess for monitoring the conditions In the geographic rnwirkzts to ensure the 

concentratior! limits remain approprizte; (iii) requires ,Vcnr;gement's subnission of 

concentration reperts, on at leas? a quarterly basis, to the Board that set f ~ r t h  key risk rnetrics for 

the  agency and riofi-ageficy hlsS portfi-Jicj~, aid ( 1 - I )  e ~ ~ r t ~ ~ ; s l l e e  a r;rod;ess for av a(;sessrnerlr of 

tne zffictlvcncss c i  nsk -xitiptian pracfices f ~ r  the 31llrJS !m-tfnllc, Z4;e As.sociation shall make 

. . . .  . 
~1~215ca:ions 12 the Risk hiacagerrient, Pclic:; :-, may bz rc ~;u-;n ;r: -;Jrtt,:ng 3y the Regional 

ector or his deqigt~ee: &i;h;n tr;i j: 3) iJi..y 3 rfi-5 J -ceiyt Ti*i:rsdfie~, t h ~  E#.~E:CI SFL~I! adopt 3rd 

the Assoc~atios ;F,rt!: im;r,cmt:ely impleme~t t tc  re;is:il $<;~;i ?-'ianagc;ilarlt k'ciic; The 

Associrtion chal! provide a w;py 17'rhe I t d i s d  Xisg M~?2agem?,tqt Poiicy rod the Board ?leetins 

mlnutes reflecting the B~ard 's  adoption of the ri'.vtsed Risk !vzvnagc.lnent Pollcy "i QTS within 

flve ('5) days of the Board meettng 

~ . & a  I L, Sy t w n i ~ .  (21)) day-, c%er the end o;each qc:ircer, I-*egificing ~ 4 , i i l :  :ht: qlidrter 

! $+&a< er;?m$ June 30,2009, the RoziS s!rall isvirw the deqirdc> of l!i..sgenlent'c r-i$cfis acidsesiiI1g 

-g: ; pitfolio concentr adons and the ~ssociaiian s risk hanigekent actions mnplernented to mn~gate 

- thc concentration r:sks ir, ;.,ccordance -aith the :eu;seb R;a% Pvfeairgtc~~cn* P G ~ I L ~ ,  Sll * r  i;rnclii. i i ~  

re~tiew ~ I I  -1Fe Bcar? mir,u!es, atlc! s;bmit ic GTS 2 copy sf the Boar5 ;r,*x:es dr>sc~lenxitlg ~ t s  

revii1~y' 

d 2. -- Asset Cli~ssaficatisn, 

a. Effective inarnediaiel-y, the Rsscsciation siidl: ~;tablish rese~;es'for ~ ~ s s e s  on 

impatred loans e:theg estub1ir;h;ilg A ~~wcif ic  x~alua<ior a l iu~arce  or by recording ii hgr -0% 

in accvrclance with SFAS No 114 

b BY Iu:y 3 I ,  2000, the J63d1-d stjal! adapt a sl;stem of interzal coneras tc \!en$ that 

Management is t:mely recognizing losses on tmpdilred 'loan. in accordance with SF'AS No 114 

Guaranty &ink 
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and subair 3ocumentat1on of the ianplcmentbtinn of wch syqtern t> OTS Within five (5,)  d ~ v s  3f 

the Poart; rnecti oq, t h e  Bc~r(j. $ha11 subrftit a copy of the Acw L! miniif TS ~ c ) L ! ~ I I I F ~ ' ~ I ~ ~ I ~  i l k  lev IGYI 

and apcroval of the aforementioned system ofinfernsl c.-mtrx-A.; cr,=; Man~pes~erlt 's  ~dbn;ls;;orn ro 

:be Wvard tt) CB?'(.: 

(5 By July 3 1, 2069, the Boad skdl &pi ar~d :uSxi? rc OTS a revised ALLL 

Psiicy ;:) to addresc; tke factcrs used in 3etmm~ing the mc:!tczt;tzd rssercc and the grovi-,ron 

r ; ~ !  do~lbtfkl cliissi5czdun in accordanc,t with the gg;ci2i?r_es ret forr!~ in 22 CFW 5 560 lbrj. 

Sci;tlofi 2 : b C  ::',,~,s;::,ijtldn nt r? \~ets ;  G: ;he <IT'S F ~ a ~ ~ ; ~ i a + i . i , l  iian&,yjk7 dtj,j OTS (_'ES, T,;tlier 

F3 2'9, dated Decembzi 13, Slli;6. dnfj sntitled "I?terame~.;v 3 Pc!icy St2xe:nez~ or, pJowarce 

for Loan and Lease L,nsses and Quest~nnc; and Answers otr Accotlnttng for Loan and Lease 

- s Losses" (CEO Letter Pio. 250); (ii) tc ~rolride' for the appropriate -4LLLs for the CRE portfol~o: 

++.%-I ti:;) to ! , r ~ i i d ~  for ;hz appopitate .%isit ~ l i r r ~ l f i ~ ~ t i ~ ~ :  of i~rrpaired Iek*lr ui1E.l CFAi N.3 i I:; 
s 

Z" 
+ +*. +2:. arid : i.,; ea inpienen: :fie ;eq:;:;?:nents ci  SFAS P:os 5 and ; 14, ii ltk, ;c,spect to trcriibled deb: 

ic 

restructur$ng ('IDTc) and loan madi5t;adon. to require dssu~entation of the determination of 

whether a loan mndification is a troubled deb4 restiuciuritlg The Associdtiur? sfiall make 

mod~fications to the ALLL policy as may be required ;r. wi-;ling by the Reg~onal Director or h~ 

designee within ten (IOj clays afier receipt Thereafter, the Board &ail adopt and the Association 
' . 

shall imrntdiitely implement the rewsed ALLL Poi~cy. The Arroc~atioa shhll pr~:.jic!e a copy oi 

the re\ ised , a L L  Policc and the i3caid meetl.:g :r!inu:es reti-cting the Board s adoption of the 

rwised -4LEL Policy to OTS within f i ve  {S) days of the Goard meeting. 

d With~n twenty (20) days aRer the end of zacF i-nontb, b e g i n n i n g  with the month 

ending March sl. 2009. the Associati03 s Msmagement s,"la!l su~mit xonzhly status reports to 

OTS regarding all lonrls in rhe honl~h~l;lder gorifolio thdt -tar LIla~sificd assebs ar:d real estate 

~3uarmty Bank 
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owned ;esult;c~ &ca these clar,sified assets. The status report shall set forth. at a min:mum. (i) 

date(s) 46td amcants l~fp;zymf+nts dve and the le5i ~aymell'; :llade; jii) ibe current apprciiset: ill 

estimated vaiue of the coilaterai and the findlilgs from an)- pi-:-;pe;t,- inspecticrl;; (u:) a;ia!y;is 2i 

the bcrrcwer's aad,br gt:xafitcrY~ cw-eilt f i~scciai  csndi:ic,n; iiv) i i ? ~  zssez ciassifiait~~m 

:";legor,. an:; ailucdtec? 4 E E i ,  arrd the xionaie fix the c!:ssiricllfi~fi: (vi') ti.e r;u,.renr straTe3; 

, " 
$ 3 ~  r r ~ 0 ; a 1 ; 1 g  ;!-IF, ~tic.;.\ified aS%t thit WdS +,~~ti'(,.l~'I :il>l/ ihc r\08!.< 01 Rr3ar.d ~ , ! t ~ t r ~ ; ? t v i ;  dfl: {,,l!j 

,. - 1 .  thc status er ~srecic:lzre or 3a~~cfig~cq'  ~ ia ( ;~edi ;~gs  

. . . . e. Eff'e:tive i~l,mt.rriaiel:;, rke Ast;ccistior, sh;!! azcouDt a!! ?3K3 ic corcpisaczl= with 

q F . A s  7dLt5. 5 d)d I i 4  

13. Real Estate Owned Policy and Procedurest 

~ ' <  
a. Bv julv 3 I .  2009: the ~ o a r d  shal! adopt and submit to OTS s strategic plan and 

the tollowing: 

I The wr.ite-if~~vll ,-\f f5re~.!95ed preperty upcn receict cf the a~c;cisi:iqx 

. . 

ap~;:aiirl, ;,lth a :;ar;yi,qk .;;-l~;t- not ''jf ~ l ; ~ , ~ : ~  ,-.os'ts; 

. . 
1 1  Establjshrnent of g~icleli~es for the, fraqueccy of appransals icir real estate owned 

i ~ i .  Establishment of estimated cantiiigsrlcie~ Foi REO, including but not limited to, 

estimated costs to compleie partiail;- complete? homes and sltes developments; 

1c Jgevelrrpr~~vic t r ~ f  aqset distv>sitl~~ ~ J , ~ T I s  Tor R-FO by individunl pn>perty, 

yeqraphical Iccaricn. Ccnowfcr. ni  other csmrnon factor; and 

Guaranql Bank 16 
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'&,stabllshmeni of appropriate stafir~g levels, c.ve,~~igait of the managemem 3x4 

m* 
a ne A-S~OL iatrofp sha!f make modiiications rc the FEQ Mafiagemen1 and 

D~~pos i t~ rn  1 3 1 1 ~ ~  as mav be reouired ;xi writit~g by the Resional Direcrzr or his designee within 

ten \ lQ) days after receipx. Ther.r&er, the Bowd sf~ali sdort enc the Association shall 

shalf pro:.ide a C~:C-J of the sevlsed PEO Ti/ad~;._~e!~r~-iat 2nd iI~;.~;nsrtmn !'ciic;l 13d the 3oilr:i 

meeting minstee !cfieckisg t ie  Board', aboptron c f  the rr:7.,isecr F&C? !&an&yerrlenr and 

Disposition Pvlicy t.> iJTF withi!., l-ix e ( S !  days d t h c  Beaid :n.!r=e:lrlg 

C. Tne Assoc.iation shall immed~zteJy impBernem the sewsed RE0 Management and 

J3kposition Polrcy upon the Board's adoption 

t . _ s a Ey !&y 3,;, 2f39, ;he Bo.;d sI:a!I aic.sr ir,rld s:.bl~il $13 31"; 5-sr h n t i ~ ~  ~ O ~ P C C  ~ ) i  
>*- -: 
-.a* 

'" nor!-bbjectiori d writtea pol~zy for rnodifacaiio11 of ioaris {Loar~ Modlficatlon Poiicy) that sets 

forth requirements for underwritmg, acco~-mt~~-,g; cl~ssificafiun. and ressrve alloc~thn, including, 

!asat not limited fo [ i j  the iepui kins cs' loan ndiCsztionz ~~raiter b - u 1 1  reztsfi:ron program as 

UXs, unless the loan has mortgoge icsarance. iii) the ci~saftcattnn ot leans modified, and (iii) 

rhr. calcu~atiora cf sspropriate allowance to addr~sb the ditfereqce between the bcsk value of the 

\xigins1 bfin and the present vahie of the expected cash f l : ~ ~  c ~ r t h e  rnndi%xj ioans. 

k. The Association shall mike rtlodifiwtions to the &ban Modificztisn PoBicy as Gay 

be required in writing by the Regional blrector or h s  desiycee within %en ( 1  0) days after rtxelpt 

Thereaeer, the Road shall adopt and the ,4sssciati~rr shsll ;mrnediatelv tmplement the revised 

Loan Modificat~cn Policy. The Association shall submit a copy of rhe revised Loan 



Modificariq Pclisy and the Board izee?lrrg lainures cefkciing tbe Boa-d's oriopti~rt vYilte 

revised l,oan Modification Policy to 9'TS withiil trve (5) 3 2 9  ot'the Btxrc! n,eet,;lg 

15 Restricti9s or, Tr;insactions with I h 4 f t % ~ a ~ e ~  

- r l i r  r t~sctively ;nr!nediaidy, i h ~ .  .is-,c;at;on shslil oil; Lnysgr ill ,riiy I...- nms.+c.tinn with 3,r 

. ,A 
rL CFR Part 223 iI'W-4 Rules), cr that z:̂  in conjcnc:icn q::ith GFG's grc~~ision? sf sapitai to tile 

transaction, which notice shal! inchde: 

a. '4 full  description cr'the proposed tramactlo? iincludini, at a krnimum,  he 

<h> 
::. .2&2 fi - k ,:., . -., :h:?k:: <.t'aIl p,?l i - i ~~~ ; t  ;r$fi$x; ,i;;*, ci~,~~i~n~:;;~,<; 

":* 
-,; -9 . ,.. 
,:*. 4 -. c. H legal opinion, prc*vided by c c ~ n s e i  experienced in tine appiicdior? of ihe TWA 

RV~F.;;, which inclr lclr:: the rattlc3nalt: n , d  prrcedevt <~~ppc)i f ; r~g  the ('1 r!v-Iusiorr t h d  the propowl 

?ransaclion cmports  with :t'e TW 9 R-JJcs; a m  

d A iettel signed by the Chairmdn of the Bbard indic;atirg that the Board has 

reviewed the proposed transact~on slid finds that it. (I)  co r~ tp~ j t s  with the 7'WA Kuies; mJ (11) is 

ir. the Assoctation,~ best interests. 

16, _C~~t,s,a_cts Optside obths Ordinary Coarsc of Bzrsi~~ess. 

. , 
part;. cor,sraas cutsiae of the normal c ~ u r s e  oi'bcsiness vri;hnut the prtor wiitte:: notnze ot son- 

% . .  . . ~bjectin!! *,i'07'3 Tc :~  seek > U C ~  r~ori-~t~jectjoz, tile i i . s s~c~~t ron  shall provide ihirty (3';'; daye 

Guaranty Bank 
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advance w i t ~ e n  notice t~ OTS of any such proposed contract. At a minimum, silch notice shali 

set fbrth the Associaric7rl's reasons for *eking ihe contract arid shall transmit a copy ~f the 

propclsed txnrrai-,? pilrshant to OTE Exnri+irrat~on Handbuol.. $ 3  10 a:id OTS Th:iiP Rulletin 82a. 

17. -, EmoBorpme~t,mt,ontra~:ts and C,ompensatiorr Arran~ements. 

a. EEective imn~ediately, the Associatlcn shaj; r,c: eater in~o, : enev;, extend. or 

revlbe any ( ; i )~l i~a~iud ma~~gement  relaisi to ccmpeosatiun U! tcnefits with ary dl'e~tor 01- 

oftrcer of the Ass~c~rtior, unlssa it fir-it provrilt,~ O'TS c*;i;;li~;it l ~ s s  tiwn th;, t,p ('3i;) t?dq$ priw 

,. * 
wittev ot t ice we ~ Y O C Q Y P Q I  t x i n s a ~ t i ~ ~ ~ .  nctlse rc Or: > shall ic~lud? a s 3 ~ y  of the 

the zomgermsat.ion arrangement to be o f h  eci to such diiecco~ a $1 officer, including, but no)t limited 

46 all benefits and perquisites. Tne Board shall ensure that any contract, agreerr,er,t. or 

.& 5 "  . 
a;; aa7.ing&7CKt ~;k.fl;tied t;, UT':: fi;ll> ~ f i r ! l f j ; ~ ~  a;& ibt I ~ ~ ~ : . . , ; ,  ,,,f 17, Patt ;53, i 2  

. . .  

r rl 
2- k T- 

s& r 2 c i r 1 \  e iritfi~e4iateiy, tile ~ssuciatisn shall not pay any bmlrses to us oficeis 9r 

Increase the csmensatlon of its direct~rs and oficers v;ithcL,t the prior written non-~bjeition of 

OTc Ttte Bvald dvll specifir,nl!y address 11: its cucs id~rar i~x of the peyment of a bonus or an 

increase in compensation of a director or an 06cfsi the Fi*iiowng (i) the factors set f ~ r t h  in OTS 

Exammnatbq&indbook 5 ? ICi: and (3) :he rzquirema+xs of i 2 CFR Part 573-Appendlx A 'The 

kssociata~n's request to OTS under this Paragraph 17 shsil inciude a copy of the Board minutes 

wldencing the So&'\ revie& of the b~~r ius  payment iln atc,)rdarrce with the requirements of rhls 

Paragraph and the supporting documentation pr~vtded ta the Board 



lao  %Jtlnaperne@ Chan29s, 

EMkctiv.e immed-ately the Association shdl cottir,lj wit11 the p;tnr rsntifik-aric.n 

requasements for chznges ir, directors a d  ;etrlGr execut~vc, 3ttice:s aq 'jet f~qti1 I 2 C,PK Pafi 

563, Sl1hpa.t H 

19. Stv~rsnre and Fxdemnificatisn Paym~rrts, 

E~F,,+.. . ,. 2 Ixmediate~y th;; Assaciat:cn ?h;t:l i3ot 3;3ke an j golden parachute Fqment2 or 

prohibited Jn&:wifi~ai~rr ps;.rnenti zrlless. wi:n recprct :c cazh snch paynesr. the A%r;s.,\c:atign 

?la% ~ * m ~ ! i f ' d  ,~rl;b !!qc .~- i;:( l lPfl#~nt:  l ~ f ;  7 rFR P9.l ? jS dtid d\ I') ; I ? ~ j e ~ t j l ; t ~ c . a t i ~  payt I P ~ I ~ $ ,  ? ?  

CBR Q 235  l ~ !  

2 .  A ~ p l i ~ i i b i l ~ t v  of Order Requirements to Subss:diaries, 

vT The Also~~atiun (irtilnding tis Boas4 axid bfanagerlwnt) sLal1 ensure khat each ,3f i t s  

." 
*- - 
* a. By June 30, 2009, the Board shall ensure thai d l  violations of Iaw, sr~le, 2ind;01 

regulation cited I:; the Sqtembcr 2, l0DS E.sam:na:ion art corrected By Jub 3 1. t O O 9  the 

iictaid shril prepA:r, ~dopc, and thaeafte! erlstlre thai xhr iissrciatior. sdheres to sp.;cific 

procedilres to prewnt tilture vi~ldbt~)rls  

>? 4 7 " b vb'ithln 3jxty' (60) days of re, eipt of any qsdbgeqllent [ \  R p k j c 2 ~  of Fxaml,-,ailol,, 

internai audit repcrt. independent exernd aud:t reDon. c: o:her repm p~epared by the 

Association employees, agents, or indepcndeqt contrddcr \, wi~ich cites or diswsses aay 

weakness, derkiency. or vio1a:ion of lain, mie or regu!aiisri. the Bcvd shall prepare adopt. and 

----- 
' T ~ c  ierm "golden parachute payment" is defiared &at 12 Cr;7 5 5.53 iifi 
3 

The term 'brolnblted undemmhaQon pavment" is definexi at 12 CFR 359 Ill). 



the:eaiter.eznsure the PLSsociati011 adheres to 9geciGi prccecl~res t~ correct rmh weakrlessrs, 

72. $%maplliance w ~ t h  this Order. 

d bfr'ect~ve 1mmedi3te!y, 1'T.c 30iiril F ~ ~ F I I  zstahlr.tll and a~point  an wlelsight 

cornrnit-rre uf the B a r d  ($he Compl~ance Committee) or?;r,pr:ced of at lerst thee 3ir1-6 ~OSS, ti1< 

, . +,td.j;ri; $ 0; ;'*'h~fl; shall be mtside direc~urs. Fcli ~ b : - p , - j ~ ~  ;L;' : tlis pdrzg; aph, :hz ; , y ~ ,  .-2s~sl.;je 

- < 

jir.i'q-rs>3 , ,  o ~ . .  , GL. S I  T ? ? F ; ~  m y  ~ ~ I P C ; ~ U I  W ~ C )  i a  ~ 1 0 0  (j) 3 ~~nt.:~:ilng . , shareiralder (as: defir~ed irr 12 

, - b. Beginning at the tirst regular meettng of the Eoatd aAer the eird ~ ~ i ' t h e  5rst firl! 
. . 

e n t h  efirr the effectkVe date ofthis Drde; akd mmththly thereafter. the  C'onpl~aocc Caminittar 
P . . , ,  . .  

. -k - i,s:,a~J r,l-.;vidc :i wn:tz& aropess ri;)c\r. 112 t l e t  3 o a ~  ~t and  t;, O:)'T!; : k t  ;i)'deicr%2s the acd3112, 

/ . . ~. .+z.& I; Uf @*e , ~ . I J ' s : ? ~ ~ ~ . ! ?  ri? ,,(.+r,:i..l;i .&it;, ::,is <)I der rr.2 :nc rcs*;!t., L.f 1, cti:iL~nc, f ;  ;', ;.;cztl :;es 
-3 * ,... L I L I  - Y *. - . 

A " , , 

;j$bmai!iirre: actions t~ Sc compicted within the month, Y ~ J  (ig) iderlr~fies wzth speci:icn?y any 

nonc~m~l~ance  kvlth the Order and remedial ~ ( - i i c m s  i k ien  ;,I propsel  with respect to any 

c Wathin thnrty (30) days izAer the end of eill;id il:cmtta, the Board shah adopt and 

submit to OTS a certified cop!: of 2 boar? resoiutrc2.i {~>rn~li.xnze Resolutioe). addressiag 

~ iGi the t ,  t i n  $be k t  c ~ f   it^ knowledge and behef.'the ,4sst.ciariun h?s complied ~11 th  each picc~asion 

ot this Order currently in eeect The Compliarrce Resolu:iuri shai! ~peci% Ir, detail how, if at d l ,  

full compliance was fmnd not to exist ,wid iet f&h, in detail. additional coneciive aciions or steps 

adopted or required by the Board to eddress each instance 9t'i~~~~.om;.l1ance Withln 8:7e ( 5 )  days 

of the meeting of the 3card at which the Conayllia~ae Ikes~luttcrr was zciopted, the -2!-ssociatic-*1r 



shall prosde :e CI? S a certified cop? of each Compliance Resoldion and any compliance reports 

from Manapment r4w.t were reviewed during the Board meexi~tg. 

d Nothing contained herein shal! Cimii~ish the respons~b~lity oi the Board of the 

Associajiorl br erlsrrre the &sociationis cl~anpliance with ~ h t  grovibions of thiq Order 

f 3. . E J i ~ I l z a g ,  Incorporation of Stips!gtitnn.. 

1 1 _ This Order is cffectli's 3~ the E:fective C&ti as :;k,.=;.fi 011 the first pagc Tk? St~pl~rat~or: 

r is 2nade a pact herecf and is inr;orpcrzt,ted herein by ahis ref~rrrrce. 

24, Duration. 

This Order shall remain in effect untii terminated, ~odi f ied  cr suspended, by tt'rit~cr, 

WyGe of mch action by 07'5, acting by and thrr~ugh its a ~ t h ~ l i d  represeritative:;. 
+ 
P 

Time Calcu!ati~n~. 

?&e@ffP@ivr3 &08 x d  s h i i  bt based on calendar dqs ,  unjes:: sther,x.-:se noted 

a b. The Regionai Director, or an OTS authorized representative, may extend any of 

t$e dead1ifit.i~ set fnptjii in tbe pro\isiow oftbi~. Qrder ~lpon wirten rrqucst by the A~uo~iation that 

includes reasocs in swpcn for any ~ u c h  extemiai;. ~2ny O'TS axtension stall be n ide  'den writing 

. 24. Sub~i~issioras and Notices. 

+ _  a. Pill submissions, includi~g progress reports. to Q'TS that are required by or 

contemplated by this Order shall he submiitecl with& the specified tirnefiames. 

- b. Except as ottkermise prov.~d& hereira, aM mbmissisrs, requests, mmmunications, 

consents OF other dwuments relating to this Order shall h i  i;; mitins and sent Py first dass U 9 

msii (cr bv repurable overnight carrier: eiecironic facs~rnile tiansm:sslon or hand delivery by 

rnessetPgsr; addre3sed as follows 

iiuaxa!ry 'cia& 
01 S Lbket No. 08534, , 
I%&] in I lea,= qnrl Re4-r 



(i) To OTS: 

Regional Director C.K. Lee 
Attn: Assigned Assistant Director 
Office of Thrift Supervision 
225 E John Carpenter Freeway, Suite 500 
Irving, Texas 75062-2326 
Fax No.: (972) 277-9501 

(ii) To the Association: 

Attn. President and COO Kevin Wanigan 
Guaranty Bank 
8333 Dzhglas Avenue 
Dallas, l'c'xas 75225 
Fax No.: (2 14) 360-8693 

27. KO violations Authorized. 

Nothing in this Order or the Stipulation shall be construed as allowit?, thc Asssci&i, b n ,  lts 

R w d ,  officers- tar *lnpl~lpees to violate any lab, i uie, (\. reg~llation. 
,* 

31%' IS ST) tPHl)EHED, 

BY: IS/  
C.K. Lee 
Regional Director, Midwest keglon 

. . 

Dze: See Ef-fectivc Date on page 1 



UNITED STATES OF AMERICA 
Before the 

OFFICE OF THRIFT SUPERVISION 

In the Matter of 

GUARANTY BANK 

) Order No. : UrN-09-01 
\ 

) F~ffcc~ive Date: Apri! 6, 2909 

\ 

j 

STIPULATION AND CONSENT TO ISSlTANCE OF ORDER TO CEASE ,4ND7 DESIST 

WJ-#EREAS. the Office of Thrift Sul>rri/ision (OTS), acting by :ind through i15 Regiclti,,il 

9;rec;or for :he W-esteni Region (Reg~nm~a! Il;;.;;,tor), and bssed clpnn inti ,rrl~~iir+i~ :Iix,ri-v'ec! :-i.ot-:, 

- .  
:ti.. :-xcr~isp_ i8: :IS reg~:I31-cry and super~~tsor.; r:spsnsibr:itlcs. has in-for~ed (ia~~;i-,t;; ts:lnr,. 

I',;~~i~n. I'ex.cs? O'FS ;;t,c;kct No. 08534 (Aasc~si~tinn) that OTS i.: of il!e cipktiou rhai g , t ( c ! ~ j j i i >  

.:xist tc. initiate EE admi~istrative proceeQrg op~Iin~t the ,\ssoci;ition pursaant tc; ? 2 i iSC.; 5 

1 8 i 8(b); 

\I' HEKF AS, tlw Regional Direct.or,, pul-sua nr to delegated authoriiy , is acthcrizec! to . 

jssze Urdcrs tr; CJeass arid Desist v*=.'herz a stivings asso~i;itj,~il has consrnteci fo the ::;\l~:i,lce 0 : ' ; { 1 7  

t~rder, 31:J 

w l ? t i ~ E  4S,' the  A\socinti~n dt;,iirec ti. I-:, tctprrrattt vith OTS ~ C L  avr>i.r! thc tirile c!ld 

L.VY,n .p,nsmof S U i h  admnistratlve ccczse ax! Bcsxr pr )c:edlng by er,terir,g into thls Stly,~;lst,tli?n 3nc 

C-';1;1s. i l t  10 IhL k~s l lhr l~r :  ,*POrdtr t t j  Cease and Desist (Stipd4tion i artd, wiil\cl~i a d ~ ~ l t f i ~ l g  ov 

zen) 11:g that such grounds exist, Cur on!y a d m i ~ n g  the sts:c.r.ents and coLlc?usicns In !'amgraph 

1 .  

L ~ e 1 o u i  coa,e.ning Ju:.i~diction, Irereby stiauiatcs and agree: to the f o l l o u ~ ~ g  tern,.: 



1, Jurisdiction. 

a The Association is a "savings associatior<' witbin the meanlng of '2 USC tj 

18 13(51 and 12 USC $ 1462(4) ,4ccordingiy, the Association :s "an insured depository 

institution" ds (hat term is defined in 12 USC tj 181 3 ( ~ 3 ,  P!J 

b Pursuant to 12 USC tj 18 13(q), the Dlrectr~r oi' QTS is the "appropriate Federal 

banking agency" wlth jurlsdictlon to maintatn an adminnstt &we enf~rcernent pr~ceeding 

against a savings association. Therefore, the Associaxion is subject to the authority of OTS tc 

hitlare md r~ainiaili at) adil~iniqtrative cease 8nd desist ;,tsdc*eeding agc;li*li; ;:, pur~cla~i: to 12 

GSC 5 1818Cbj 

2. OTS Findin~s of Fact. 

Based on its September 2, 2008 examination of the Association, OTS find5 that the 

Association has engaged in ucsafe or uxcund practices ::?at res~itcd ~n the currcnt niak leve! 3f 

-2 t , : n ~ ~ 1 i - * ; l '  d3S';!S, ~ ) c , I *  e~r l l ,~~gs  inittleqi~aie cq i ia l  a.nC a ; ~ k .  ;qiillrc, tn ;wplement pnl;.;ies alld 

strategies tc mitigate cc~centration risks in its loan and non:agetlcv nlortgage-backed securities 

3. Consent. 

The Association consents to the issuance by OTS ~f the accompanymg Order to Cease 

arid De~Est (Order). The Association fbrther agrees to cc'm~!y with the terms of the Order uporl 

the Effective Date of the Order and stipulates that the Order camplieq with ell requirements of 

4. Finality. 

The Order is Issued by O'TS under 112 LrSC 5 18!8(b) and il,mn the Effecilve Date it shall 



7 %  , be a final order-, srTt.ctlve and fully enfirma!& by OTS &r t1 pmwwm+ - A  ' ! 2 L%C kj 

18 18(i). 

5. Waivers. 

The Association waives the following. 

a. The right to be served with a written notice of OTC's \:barges against. it as provided by 12 

r~ 1 
i., 5C: 5 ? S %hr b) acd 12 CFR Pat 509; 

i\ i .  T4e right i c ~  an admiriistrative h e a n ~ g  of 9'15': z h - g e s  as pr{>vided by 1.2 ITS6 3 

1 8 1 8(b) and I2 CFR Part 509; 

c. The right to seek judicial review of the Order inil~iiirng, withost iimication, any such 

right pr~vided by J 2 USC 9 1818(h)> or otherwise ta challenge the validity of the Order, and 
- ,  

-,..,d Any and all cla~ms against OTS..including ita empi&ees end agents, and any other 

: .. g>q.rer2?Lental e x t y  f01 the aq.war-c! .>ffe+=, COG!?, 0: Cv$ea,>i,; ;ela:zc: to thie OTS erl~urccernerli 

i:latiPI anci,'!~: rile C;r+!t.l, 4 l~thcr ass: ,ig u;;dc,r cGZX32 Is.::. i5&r2! statutes, or oth~.tv';st: 

- 4. QTS Authority No: Affected. 

Nothing in this Stipulation or accompanying Order shall inhiblt, estop, bat or otherwise 

prevent OTS fiom taking any other action affecting the .$~tssr~ciation if at any time OTS deems it 

. a  

appropriate to do so to hlfiil the responsibilities placed upon OTS by law 

ZI 
1 .  Other Govermme~~tal Actions Not Affected. 

The Association acknowledges and agrees that its cccnsent to the Issuance of the Order is 

cslely f o ~  the purpose of resolving the matters addressed herein, consistent with Paragraph 6 

above. and does not otherwise release. discharge. cornpremise, settle, dismiss, resolve, or in any 

way affect any actions, charges against, or liability of .the +%)six-1a:ictl.r that arise pursuant to this 

Guaranty Bank 
GTS Docket No OX533 
Stipulauon rc Order tc. Ceaw ~II(! ~kslst 



action or otherwise- and that may be or have been brought by any gt>vernmental entity clther than 

a The laws of the United Staates of Arllerica shall gotrern the consrmction and xlaiidity 

cf this Stip;llatmon and of the Order; 

i b. If any prowsion of this Stipulatit>n andlor the Order is mied io be invaiid, illegal, 

s r  unenforceable by the decision of any Court of cornpe~znt jurisdiction, the validity. legal~r:~. I 
and enforceability of the rernainiklg provisicins heizof slrail l ~ o ~  in m y  way he affected 9r 

impaired therebl,. unless the Regional Director in his G; ber sole discretion determines otherwise: 

c. A'II references to OTS in this Stipulation and the Order shall ais3 mean any of 

&e OTS's predecessors, successors, and assigns; 

I.  d The sestion and parilgraph headings in this Stipulation and the Grder are for 

+ $ f ~ s ; $ ~ n \ ~ ~ t ~ ~ + ~ l ~ e  axdy b n J  shall aiot alfec~ kt: interprelatloc of ~ilis Stip~!dion ~1 :he Order. 

-&, e ?he tzrms ofthis Stip~lation and ofthe 3 r d ~ ~  represent the thal dgreement of the 

.parties with respect to the subject matters thereof, and cor,s!it:lte the sole agreement of the partles 

with respect to such subject matters; and 

f The Stipulation and Order shall remain in effect mtil terminated, modified, or 

suspended In writing by OTS, act~ng through its Regional Director or other alrthorized 

representative. 

9. Signature of Darectors/Board Resolution. 

Each Director signing this Stipulation attests that fie 31- she voted in favor of a Board 

Resolution authonzing the consent of the Association to the  Issuance of the Order and the 

execution of the Stipularioo. Thi9 Stipulatiurz may be executed in counterparts by the directors 

cl.mz.ty Bank 
GTS h k c t  No 08531 
st lpu~at~on to cbder !o Cecse ana Lkss 



after approval oiexc~ution of the Stipulation at a duly called beard meeting A copy of the 

Board Resolutinn autkonzing execution of this Stipr~lation shall bt deitvered to OTS, along -*itl$ 

the executed original(s) of this Stipulation. 

[Remainder of Page Intentionally Left Bjankl 

Crcraranb Rank 
9TS Docket No. 08534 
Stipulation to Order to C a s e  d d  Debis* 



WHEREFORE, the Association, by its directors, executes this Stipulation. 

Accepted by: 

GUARANTY BANK OFFICE OF THRIFT SUPERVISION 
Austin, Texas 

EJ . - ;s/ BY:----- is/__- . -_- -- - -- -- -- - 
John T. Stuart 111. C.K. Lee 
cllainnan snd CEO Regional Director, Western Region 

Date: See Effective Date on page 1 
/ S i  

bwid \Xi. Biegler, Dilector 

-- /S/ 
Dr. Lar~y  R. Faulkner, Director 

----. ;s! - 
R o b m  1:. i i h v . ~ n d l  tgls., Director 

>, . 
\ 1 
&> -- - - -- -.-a 

;;d*a;.d K. hlel'herson, Directcr 

: s; -- 
Robert D. MzTezr, Tlirector 

Robert R.  Row!ing Director 

1s: 
Larry E, Ternplz, Director 

Gunraiity Bxnk 
0'1s llock?t ho.  ('85114 
.Ci;p6tla;i~rr ;n Older tc C e z e  m2 ,Desist 


