FEDERAL DEPOSI T | NSURANCE CORPORATI ON
WASHI NGTON, D. C.
AND
STATE OF ILLINO S
OFFI CE OF BANKS AND REAL ESTATE

BUREAU OF BANKS AND TRUST COMPANI ES

)

In the Matter of ) ORDER TO CEASE AND DESI ST
)

Cl B BANK, ) FDI C- 04- 080b

HI LLSIDE, |LLINOS ) OBRE NO. 2004- BBTC- 28
)

(I''l'inois Chartered )

I nsured Nonnenber Bank) )
)
CIB Bank, Hillside, Illinois (“Bank”), having been advi sed

of its right to a NOTICE OF CHARGES AND OF HEARI NG detailing the
unsaf e or unsound banki ng practices and violations of law, rule
or regulation alleged to have been committed by the Bank, and of
its right to a hearing on the charges under 38 Ill. Adm Code,
section 392.30, regarding hearings before the Ofice of Banks
and Real Estate for the State of Illinois (“OBRE’), and under
section 8(b) of the Federal Deposit Insurance Act (“Act”), 12
U S.C 8§ 1818(b), and having waived those rights, entered into a
STI PULATI ON AND CONSENT TO THE | SSUANCE OF AN ORDER TO CEASE AND
DESI ST (“STIPULATION') with representatives of the OBRE and the

Federal Deposit Insurance Corporation (the “FDIC), dated April



30, 2004, whereby, solely for the purpose of this proceedi ng and
W thout admtting or denying the charges of unsafe or unsound
banki ng practices and violations of law, rule, or regulation,

t he Bank consented to the issuance of an ORDER TO CEASE AND

DESI ST (“ORDER’) by the OBRE and the FDIC.

The OBRE and the FDI C considered the matter and determ ned
that there was reason to believe that the Bank had engaged in
unsafe or unsound banking practices and had viol ated | aws,
rules, or regulations. The OBRE and the FDI C, therefore,
accepted the STIPULATION and issued the foll ow ng:

ORDER TO CEASE AND DESI ST

| T 1S HEREBY ORDERED, that the Bank, its institution-
affiliated parties, as that termis defined in section 3(u) of
the Act, 12 U S.C. § 1813(u), and its successors and assigns,
cease and desist fromthe follow ng unsafe or unsound banki ng
practices and violations of law, rule, or regulation:

A. OQperating with an inadequate |evel of capital protection
for the kind and quality of assets held;

B. Operating wth inadequate earnings;

C. Operating with an i nadequate all owance for | oan and | ease
| osses (“ALLL”) for the volune, kind, and quality of |oans and
| eases hel d;

D. Engagi ng in hazardous | ending and | ax collection practices

i ncluding but not limted to:



(i)

Giii)

(iv)

(v)

(vi)

Failing to establish and enforce adequate
| oan repaynment prograns;

Failing to extend credit with adequate

di versification of risk

Failing to provide for the type and
quality of loan underwiting and credit
anal ysi s consistent with prudent industry
st andar ds;

Failing to identify problemcredits in a
timely manner;

Qperating with an excessive | evel of
adversely classified | oans and non-
accrual | oans; and

Extending credit to borrowers wi thout
adequat e repaynent capacity or sufficient

cash flow fromthe project financed.

E. Operating with a board of directors which has failed to

provi de adequat e supervision over and direction to the

managenment of the Bank to prevent unsafe or unsound banki ng

practices and violations of law, rule, or regulation;

F. Operating w th managenent whose practices are detrinental

to the Bank and jeopardi ze the safety of its deposits;

G Violating | aws,

(i)

rul es, or regulations, including:

Failing to conply with the safe and sound

banki ng practice requirenents of section
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23A of the Federal Reserve Act (“section
23A"), 12 U.S.C. § 371c (a)(4);

(i) Failing to conply with the lending limt
restrictions of section 23A of the
Federal Reserve Act (“section 23A"), 12
US C 8 371c (a)(1)(A); and

(iii) Failing to conply with section 35.2(c)(4)
of the Illinois Banking Act that
prohi bits the acceptance of securities
i ssued by an affiliate as acceptable
collateral for a | oan or extension of
credit to that affiliate or any affiliate
of a state bank.

H. Operating with inadequate liquidity in Iight of the Bank’s
asset and liability m x.

| T 1S FURTHER ORDERED, that the Bank, its institution-
affiliated parties, as that termis defined in section 3(u) of
the Act, 12 U S.C. 8§ 1813(u), and its successors and assigns,
take affirmative action as foll ows:

1. (a) Wthin 30 days fromthe | ast day of each cal endar
quarter following the effective date of this ORDER, the Bank
shall determne fromits Reports of Condition and Incone its
level of Tier 1 capital as a percentage of its total assets
(“Capital Ratio”) for that calendar quarter. |f the capital

ratio is less than 8.0 percent, the Bank shall, within 60 days
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of the date of the required determ nation, increase its capital
ratio to not | ess than 8.0 percent cal culated as of the end of
that preceding quarterly period. For purposes of this ORDER
Tier 1 capital and total assets shall be calculated in
accordance with Part 325 of the FDIC Rul es and Regul ati ons
(“Part 325”"), 12 C.F.R Part 325.
(b) Any increase in Tier 1 capital may be
acconpl i shed by the foll ow ng:
(i) The sal e of conmon stock and non-
cumul ati ve perpetual preferred stock
constituting Tier 1 capital under Part
325; or
(i1) The elimnation of all or part of the
assets classified “Loss” or “one-half of
Doubtful” in the OBRE and FDI C j oi nt
report of exami nation as of Septenber 15,
2003 (“Joint Report”) w thout |oss or
liability to the Bank, provided any
collection on a partially charged-off
asset shall first be applied to that
portion of the asset which was not
charged-off pursuant to this ORDER
(rii) The collection in cash of assets

previ ously charged-off; or



(iv) The direct contribution of cash by the
directors and/or the sharehol ders of the
Bank and/or CIB Marine Bancshares Inc.,

t he Bank’ s hol di ng conpany;

(v) Any ot her nmeans acceptable to the
Commi ssi oner of OBRE (“Conmm ssioner”) and
the Regional Director of the Chicago
Regi onal O fice of the FDI C (“Regi onal
Director”); or

(vi) Any conbi nation of the above neans.

(c) If all or part of the increase in capital
required by this paragraph is to be acconplished by the sal e of
securities, the board of directors of the Bank shall adopt and
i npl ement a plan for the sale of such securities, including the
voting of any shares owned or proxies held by or controlled by
themin favor of said plan. Should the inplenmentation of the
pl an i nvol ve public or private distribution of Bank securities,
including a distribution |imted only to the Bank’s existing
shar ehol ders, the Bank shall prepare detailed offering materials
fully describing the securities being offered, including an
accurate description of the financial condition of the Bank and
the circunstances giving rise to the offering, and other
mat eri al di scl osures necessary to conply with state and Feder al
securities laws. Prior to the inplenmentation of the plan and,

in any event, not |ess than 20 days prior to the dissem nation
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of such materials, the materials used in the offering of the
securities shall be submtted to Scott D. O arke, Assistant
Conmi ssioner, O fice of Banks and Real Estate, 310 South
M chi gan Avenue, Suite 2130, Chicago, Illinois 60604, and to the
FDI C Regi stration and Disclosure Section, 550 17'" Street, N W,
Washi ngton, D.C. 20429, for review. Any changes requested to be
made in the materials by the OBRE or the FDI C shall be nade
prior to their dissem nation.

(d) In conplying with the provisions of this
par agr aph, the Bank shall provide to any subscri ber and/or
purchaser of Bank securities witten notice of any planned or
exi sting devel opnent or other changes that are materially
different fromthe information reflected in any offering
materials used in connection wth the sale of Bank securities.
The witten notice required by this paragraph shall be furnished
within 10 cal endar days of the date any naterial devel opnent or
change was pl anned or occurred, whichever is earlier, and shal
be furnished to every purchaser and/or subscriber of the Bank’s
original offering materials.

(e) The capital ratio analysis required by this
par agr aph shall not negate the responsibility of the Bank and
its board of directors for maintaining throughout the year an
adequate | evel of capital protection for the kind, quality and

degree of narket depreciation of assets held by the Bank.



2. As of the effective date of this ORDER, the Bank shal
not declare or pay any cash dividend without the prior witten
consent of the Conmi ssioner and the Regi onal Director.

3. (a) Wthin 90 days fromthe effective date of this
ORDER, the Bank shall formnulate and submit to the Comm ssioner
and Regional Director for review and coment a witten profit
plan and a realistic, conprehensive budget for all categories of
i ncome and expense for cal endar years 2004 and 2005. The pl ans
required by this paragraph shall contain fornmal goals and
strategi es, consistent with sound banking practices, to reduce
di scretionary expenses and to inprove the Bank’s overal
earni ngs, and shall contain a description of the operating
assunptions that formthe basis for, and adequately support,
maj or projected income and expense conponents.

(b) The witten profit plan shall address, at a
m ni mum

(1) Real i stic and conprehensi ve budgets;

(i) A budget review process to nonitor the
i ncome and expenses of the Bank to
conpare actual figures w th budgetary
proj ections; and

(iii) An identification of the nmajor areas in,
and nmeans by which, the Board will seek

to inprove the Bank’ s earnings.



(c) Wthin 30 days fromthe end of each cal endar
quarter follow ng conpletion of the profit plans and budgets
required by this paragraph, the Bank’s board of directors shal
eval uate the Bank’s actual performance in relation to the plan
and budget, record the results of the evaluation, and note any
actions taken by the Bank in the m nutes of the board of
directors’ neetings at which such evaluation is undertaken.

(d) A witten profit plan and budget shall be
prepared for each cal endar year subsequent to 2005 for which
this ORDER is in effect and shall be submtted to the
Commi ssi oner and Regional Director for review and comment w thin
30 days fromthe end of each year. W thin 30 days of receipt of
all such comments fromthe Conm ssioner and Regional Director
after adoption of any recommended changes, the Bank shal
approve the plan, which approval shall be recorded in the
m nutes of a board of directors’ neeting. Thereafter, the Bank
shal |l inplenent and follow the plan.

4. (a) Wthin 90 days fromthe effective date of this
ORDER, the Bank shall fornulate and adopt a realistic,
conprehensive strategic plan. The plan required by this
par agraph shall contain an assessnent of the Bank’s current
financial condition and nmarket area, and a description of the
operating assunptions that formthe basis for, and adequately

support, the witten strategic plan.



(b) The witten strategic plan shall address, at a
m ni mum

(i) Strategies for pricing policies and
asset/liability managenent;

(i) Equity sources, desired |loan portfolio
m x, market area, acceptable funding
sources, product offerings, and branch
devel opnent pl ans;

(iii) Staffing | evels, training, and nanagenent
successi on;

(iv) Fi nanci al goals including pro form
statenents for asset growth, capital
adequacy, and earni ngs.

(c) The Bank shall submt the strategic plan to the
Comm ssi oner and Regional Director for review and comment.
After consideration of all such coments, the Bank shall approve
t he plan, which approval shall be recorded in the mnutes of a
board of directors’ neeting.

(d) Wthin 30 days fromthe end of each cal endar
quarter follow ng adoption of the strategic plan by the Bank,

t he Bank’s board of directors shall evaluate the Bank’s actual
performance in relation to the strategic plan required by this
par agraph and record the results of the evaluation, and any
actions taken by the Bank, in the m nutes of the board of

directors’ neeting at which such evaluation is undertaken.
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(e) The strategic plan required by this ORDER shal
be revised and submtted to the Conmm ssioner and Regi onal
Director for review and corment within 30 days prior to the end
of each cal endar year for which this ORDERis in effect. Wthin
30 days of receipt of any comrents fromthe Conm ssioner and
Regi onal Director, and after consideration of all comments, the
Bank shal | approve the revised plan, which approval shall be
recorded in the mnutes of a board of directors’ neeting.
Thereafter, the Bank shall inplenment the revised plan.

5. (a) During the life of this ORDER, the Bank shall not
increase its total assets by nore than 2.0 percent during any
consecutive three-nonth period w thout providing, at |east 30
days prior to its inplenentation, a gromh plan to the
Comm ssi oner and Regional Director.

(b) Such growth plan, at a mininmum shall include the
fundi ng source to support the projected growh, as well as the
antici pated use of funds. This growh plan shall not be
i npl enented wi thout the prior witten consent of the
Conmi ssi oner and Regional Director. For the purpose of this
par agr aph, “total assets” shall be defined as in the Federal
Financial Institutions Exam nation Council ("FFIEC)

I nstructions for the Consolidated Reports of Condition and
| ncone.

6. During the life of this ORDER, the Bank shall not
increase its |l oans and | eases, net of unearned incone, by nore
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than 2.0 percent during any consecutive three-nonth period

wi t hout providing, at |least 30 days prior to its inplenentation,
a growh plan to the Commi ssioner and Regional Director. The
growm h plan shall not be inplemented without the prior witten
consent of the Comm ssioner and Regional Director. For the

pur pose of this paragraph, “loans and | eases, net of unearned
income”, shall be defined as in the FFIEC Instructions for the
Consol i dated Reports of Condition and | ncone.

7. During the |life of this order, the Bank shall not
i npl ement a plan to sell, transfer, or otherw se di spose of any
asset or group of assets with a value or aggregate val ue of
greater than $1, 000,000 wi thout providing 10 days witten notice
to the Conm ssioner and Regional Director for review and
comment. Thereafter, the Bank shall approve the plan, which
shall be recorded in the mnutes of a board of directors’
nmeet i ng.

8. (a) Wthin 60 days fromthe effective date of this
ORDER, the Bank shall fornulate and submt to the Conm ssioner
and the Regional Director for review and comment a witten plan
to reduce the Bank’s risk position in each asset in excess of
$2, 000, 000 which is classified “Substandard” or “Doubtful” in
the Joint Report.

(b) As used in this paragraph, “reduce” neans to

coll ect; charge-off; or inprove the quality of such assets so as
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to warrant renoval of any adverse classification by the OBRE or
t he FDI C.
(c) In devel oping such plan, the Bank shall, at a
m ni mum
(i) Revi ew the financial position of each
such borrower, including the source of
repaynent, repaynment ability, and
alternative repaynent sources, and
(i) Eval uate the available collateral for
each such credit, including possible

actions to i nprove the Bank’s coll ateral

posi tion.
(d) Such plan shall include, but not be limted to:
(i) Dol l ar levels to which the Bank shall

reduce each asset within six nonths from
the effective date of this ORDER and
(i) Provisions for the subm ssion of nonthly
witten progress reports to the Bank’s
board of directors for review and
notation in mnutes of the neetings of
the board of directors.
(e) Wthin 30 days fromthe recei pt of any comment
fromthe Conmm ssioner and the Regional Director, and after the
adoption of any recommended changes, the Bank shall approve the

witten plan, which approval shall be recorded in the m nutes of
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a board of directors’ neeting. Thereafter, the Bank shal
i npl enent and follow this witten plan.

(f) As of the effective date of this ORDER, the Bank
shall not extend, directly or indirectly, any additional credit
to, or for the benefit of, any borrower who is already obligated
in any manner to the Bank on any extension of credit (including
any portion thereof) that has been charged-off the books of the
Bank or classified “Loss” so long as such credit remains
uncol | ect ed.

(g) As of the effective date of this ORDER, the Bank
shall not extend, directly or indirectly, any additional credit
to, or for the benefit of, any borrower whose | oan or other
credit has been classified “Substandard”, “Doubtful” or is
listed for “Special Mention” and is uncollected unless the
Bank’ s board of directors has adopted, prior to such extension
of credit, a detailed witten statenent giving the reasons why
such extension of credit is in the best interest of the Bank. A
copy of the statenent shall be placed in the appropriate |oan
file and shall be incorporated in the mnutes of the applicable
board of directors’ neeting.

(h) Wthin 60 days fromthe effective date of this
ORDER, the Bank shall develop a systemto correct |oan
adm ni stration deficiencies and ensure conpliance w th/adherence
to the loan policy. Specific areas to be addressed incl ude:

(i) Timely identification of problemcredits;
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(i) ALLL adequacy;

(rii) Conflicts of interest;

(iv) A obal cash fl ow anal ysis and
requirements for extending credit to
related interests;

(v) Capitalizing interest;

(vi) Prohi bi ti ons agai nst enphasi zing fee
i ncome over principal repaynent; and

(vii) Di versification of the | oan portfolio.

(i) Wthin 180 days fromthe effective date of this
ORDER, the Bank shall correct all deficiencies in the |oans
listed for “Special Mention” in the Joint Report.

9. (a) As of the effective date of this ORDER, the Bank
shall elimnate fromits books, by charge-off or collection, al
assets or portions of assets classified “Loss” and 50% of al
assets classified “Doubtful” in the Joint Report that have not
been previously collected or charged-off. Any such charged- of f
asset shall not be rebooked without the prior witten consent of
the Comm ssioner and the Regional Director. Elimnation or
reducti on of these assets with the proceeds of other Bank
extensions of credit is not considered collection for the
pur pose of this paragraph.

(b) Wthin 30 days fromthe effective date of this
ORDER, the Bank shall nake an additional provision for |oan and

| ease | osses which, after review and consideration by the board
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of directors, reflects the potential for further | osses in the
remai ning |l oans or | eases classified “Substandard” or “Doubtful”
and all other loans and leases in its portfolio. In making this
determ nation, the board of directors shall consider the FFIEC
Instructions for the Reports of Condition and Inconme, the Policy
Statenent on Allowance for Loan and Lease Losses Mt hodol ogi es
and Docunentation for Banks and Savings Institutions (“ALLL
Policy Statenment”) and any analysis of the Bank’s ALLL provided
by the OBRE or the FDIC

(c) Wthin 30 days fromthe effective date of this
ORDER, Reports of Condition and Incone required by the FDI C and
filed by the Bank subsequent to Septenber 15, 2003, but prior to
the effective date of this ORDER shall be anended and refiled
if they do not reflect a provision for |oan and | ease | osses and
an ALLL which are adequate considering the condition of the
Bank’s | oan portfoli o.

(d) Prior to subm ssion or publication of all Reports
of Condition and Incone required by the FDI C after the effective
date of this ORDER, the board of directors of the Bank shal
revi ew t he adequacy of the Bank’s ALLL, provide for an adequate
ALLL, and accurately report the sane. The m nutes of the board
neeting at which such review is undertaken shall indicate the
findings of the review, the anbunt of increase in the ALLL
recormmended, if any, and the basis for determ nation of the

amount of the ALLL provided. |In nmaking these determn nations,
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the board of directors shall consider the FFIEC Instructions for
the Reports of Condition and Inconme, the ALLL Policy Statenent,
and any anal ysis of the Bank’s ALLL provided by the OBRE and the
FDI C.

(e) ALLL entries required by this paragraph shall be
made prior to any Tier 1 capital determ nations required by this
ORDER.

10. (a) Wthin 60 days fromthe effective date of this
ORDER, the Bank shall formulate and submit to the Comm ssioner
and Regional Director for review and comment a witten plan to
reduce each of the individual and industry | oan concentrations
of credit identified in the Joint Report. Such plan shal
prohi bit any additional advances that would increase the
concentrations or create new concentrations and shall include,
but not be [imted to:

(i) Dol l ar levels to which the Bank shal
reduce each concentration wthin six and
12 nonths fromthe effective date of this
ORDER; and

(i) Provi sions for the subm ssion of nonthly
written progress reports to the Bank’s
board of directors for review and
notation in mnutes of the neetings of

the board of directors. As used in this

17



par agr aph, “reduce” neans to collect or
charge off.
(b) Wthin 30 days fromrecei pt of any comrent from
t he Comm ssioner or Regional Director, and after the adoption of
any recomrended changes, the Bank shall approve the plan, which
approval shall be recorded in the mnutes of a board of
directors’ neeting. Thereafter, the Bank shall inplenent and
foll ow t he pl an.

11. (a) Wthin 30 days fromthe effective date of this
ORDER, the Bank shall retain a bank consultant acceptable to the
Commi ssioner and the Regional Director. The consultant shal
develop a witten anal ysis and assessnent of the Bank’s board of
directors, executive officers and staffing needs (“Mnagenent
Pl an”) for the purpose of providing qualified nanagenent for the
Bank.

(b) The Bank shall provide the Comm ssioner and the
Regional Director with a copy of the proposed engagenent |etter
or contract with the consultant for review before it is
executed. The contract or engagenent letter, at a mninmum
shal | incl ude:
(1) A description of the work to be perforned
under the contract or engagenent |etter;

(i) The responsibilities of the consultant;
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Giii)

(iv)

(v)

(vi)

(vii)

(viii)

Identification of the professional
standards covering the work to be
per f or med;

Identification of the specific procedures
to be used when carrying out the work to
be perforned,

The qualifications of the enpl oyee(s) who
are to performthe work;

The tinme frane for conpletion of the
wor k;

Any restrictions on the use of the
reported findings; and

A provision for unrestricted exam ner

access to work papers.

(c) The Managenent Plan shall be devel oped within 90

days fromthe effective date of this ORDER The Managenent Pl an

shall include, at a m ni mum

(i)

(i)

Identification of both the type and
nunber of senior executive officer
positions needed to properly nmanage and
supervise the affairs of the Bank;

I dentification and establishment of such
Bank comm ttees as are needed to provide
gui dance and oversight to active

managenent ;
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(iii) Eval uation of all executive officers to
det erm ne whet her these individuals
possess the ability, experience and ot her
qualifications required to perform
present and anticipated duties, including
adherence to the Bank’s established
policies and practices, and restoration
and mai ntenance of the Bank in a safe and
sound condition;

(iv) A plan to recruit and hire any additional
or replacenent personnel with the
requisite ability, experience and ot her
gqualifications to fill those executive
of ficer positions identified by this
par agraph of this ORDER, and

(v) Est abl i shnent of a review systemthat
measures and eval uates seni or executive
of ficer performance at | east annually.

(d) The Managenent Pl an shall be submtted directly
to the Conm ssioner and the Regional Director for review and
comment upon its conpletion. Wthin 30 days fromthe receipt of
any coments fromthe Commi ssioner and the Regional Director and
after the adoption of any recommended changes, the Bank shal
approve the Managenent Plan, and record its approval in the

m nutes of the board of directors’ neeting. Thereafter, the
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Bank, its directors, officers, and enployees shall inplenment and
foll ow the Managenment Pl an and/ or any subsequent nodification.

(e) Wthin 90 days fromthe effective date of this
ORDER, the Bank shall have and thereafter retain qualified
managenent. At a m ni num such managenent shall include: (i) a
chief executive officer with proven ability in managi ng a bank
of conparable size and with conparable problens; (ii) a senior
| ending officer with an appropriate |evel of |ending,
col l ection, and | oan supervisi on experience for the type and
quality of the Bank’s | oan portfolio; and (iii) a distressed-
asset manager with proven ability to satisfactorily resolve the
Bank’ s asset quality problens.

(f) During the life of this ORDER, the Bank shal
notify the Conm ssioner and the Regional Director in witing of
any changes in any of the Bank’s directors or senior executive
of ficers. For purposes of this ORDER, “senior executive
officer” is defined as in section 32 of the FD Act (“section
327), 12 U.S.C. 8 1831(i), and section 303.101(b) of the FDIC
Rul es and Regul ations, 12 C.F.R 8§ 303.101(b), and includes any
person identified by the OBRE or the FDI C, whether or not hired
as an enployee, with significant influence over, or who
participates in, major policymking decisions of the Bank.

(g) Prior to the addition of any individual to the
board of directors or the enploynment of any individual as a

seni or executive officer, the Bank shall conply with the
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requi rements of section 32 and Subpart F of Part 303 of the FD C
Rul es and Regul ations, 12 C.F.R 88 303.100-303.104. Further,
the Bank shall request and obtain the Commi ssioner’s witten
approval prior to the addition of any individual to the board of
directors and the enploynent of any individual as a senior
executive officer.

(h) Managenent shall be provided the necessary
witten authority to inplenment the provisions of this ORDER The

qual i fications of managenent shall be assessed on its ability

to:
(1) Conmply with the requirenents of this
ORDER,
(i1) Qperate the Bank in a safe and sound
manner ;

(iii) Comply with applicable | aws, rules, and
regul ati ons; and
(1v) Restore all aspects of the Bank to a safe
and sound condition, including asset quality, capital adequacy,
ear ni ngs, managenent effectiveness, and liquidity.

12. (a) Wthin 60 days fromthe effective date of this
ORDER, the Bank shall develop and submt to the Commi ssioner and
Regi onal Director for review and corment a witten pl an
addressing liquidity, rate sensitivity objectives, and
asset/liability nmanagenment. Annually thereafter during the life

of this ORDER, the Bank shall review this plan for adequacy and,
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based upon such review, shall nake appropriate revisions to the

pl an that are necessary to strengthen funds managenent

procedures and mai ntain adequate provisions to neet the Bank’s

liquidity needs. The initial plan shall include, at a m ninmm

provi si ons:

(i)

(i)

(iii)

(iv)

(v)

Est abl i shing prudent limtations on
liquidity and funds managenent

nmeasur ement s;

Establ i shing a desirable range for its
net non-core funding ratio as conputed in
the Uni form Bank Performnce Report;

I dentifying the source and use of
borrowed and/or volatile funds;

Est abl i shing appropriate lines of credit
at correspondent banks, including the
appropri ate Federal Reserve Bank;
Requiring the retention of securities
and/or other identified categories of

i nvestnents that can be |iquidated within
one day in anounts sufficient (as a
percentage of the Bank's total assets) to
ensure the mai ntenance of the Bank’s
liquidity posture at a | evel consistent
with short- and long-termliquidity

obj ecti ves;
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(vi) Est abl i shing contingency pl ans by
I dentifying alternative courses of action
designed to neet the Bank’s liquidity
needs;

(vii) Addr essi ng the proper use of borrow ngs
and providing for appropriate tenor
comensurate with the use of the borrowed
funds, addressing concentration of
fundi ng sources, pricing and coll ateral
requirenents with specific all owable
fundi ng channel s identified.

(b) Wthin 30 days fromthe receipt of all such
coments fromthe Conmm ssioner or Regional Director, and after
revising the plan as necessary, the Bank shall adopt the plan,
whi ch adoption shall be recorded in the mnutes of a board of
directors’ neeting. Thereafter, the Bank shall inplenent the
pl an.

13. Effective imediately, the Bank shall not renew or
obt ai n brokered deposits wthout the prior approval of the
Commi ssi oner and the Regional Director.

14. (a) No later than July 30, 2004, and conti nui ng
thereafter, the Bank shall file accurate Consolidated Reports of
Condi tion and Inconme; and

(b) Wthin 30 days of the effective date of this

ORDER, the Bank shall establish policies and provi de adequate
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training to ensure reports are filed accurately in the future.
Wiile this ORDER is in effect, the Bank shall submt to the
Comm ssi oner and Regional Director a copy of all Reports of
Condi tion and Incone filed with the FDIC

15. (a) Wthin 90 days fromthe effective date of this
ORDER, the Bank shall submt to the Conm ssioner and Regi ona
Director for review and corment a witten plan, consistent with
saf e and sound banki ng considerations, to elimnate or reduce
the inmpact of the violations of |aws, rules, or regulations
listed in the Joint Report.

(b) Wthin 30 days fromthe recei pt of any conment
fromthe Comm ssioner or Regional Director, and after the
adopti on of any recommended changes, the Bank shall approve the
witten plan, which approval shall be recorded in the m nutes of
a board of directors’ neeting. Thereafter, the Bank shal
i npl ement and followthis witten plan.

(c) Wthin 10 days fromthe effective date of this
ORDER, the Bank shall inplenent procedures to ensure future
conpliance wth all applicable |laws, rules, and regul ati ons.

16. (a) Wthin 60 days of the effective date of this
ORDER, the Bank shall conduct a study and prepare a witten
report for review and comment by the Commi ssioner and Regi onal
Director regarding | oans extended as of July 31, 2003, to or for

t he benefit of CIB Mari ne Bancshares, Inc. stockholders (CIB
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Marine Stock Study). The CIB Marine Stock Study should at a
m ni mum
(i) Identify all | oans extended to
shar ehol ders and/or their related
i nterests;
(i) Identify all |oans extended with all or a
portion of the proceeds used to finance
t he purchase of CI B Marine Bancshares,
I nc. stock; and
(rii) Identify all | oans extended that are
collateralized by CI B Mari ne Bancshares,
I nc. stock.
(b) Wthin 30 days of the conpletion of the CIB
Marine Stock Study, the Bank shall disclose the findings to the
board of directors for review and notation in the mnutes. The
Bank shall establish procedures to nonitor and mai ntain records
on such transactions to prevent covered transactions from
exceeding limtations of section 23A
17. Wthin 30 days fromthe effective date of this ORDER
t he Bank shall establish a conpliance conmttee conprised of at
| east three directors who are not officers of the Bank. The
committee shall nonitor conpliance with this ORDER and, within
60 days fromthe effective date of this ORDER and every 90 days
thereafter, shall submt to the board of directors for

consideration at its regularly schedul ed neeting a witten
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report detailing the Bank’s conpliance with this ORDER  The
conpliance report shall be incorporated into the m nutes of the
board of directors’ neeting. Establishnment of this commttee
does not in any way dimnish the responsibility of the entire
board of directors to ensure conpliance with the provisions of

t hi s ORDER.

18. Wthin 30 days fromthe end of each cal endar quarter
following the effective date of this ORDER, the Bank shal
furnish to the Conm ssioner and the Regional Director witten
progress reports signed by each nmenber of the Bank’s board of
directors, detailing the actions taken to secure conpliance with
the ORDER and the results thereof. Such reports may be
di sconti nued when the corrections required by this ORDER have
been acconplished and the Conm ssioner and the Regi onal Director
have, in witing, released the Bank from maki ng further reports.

19. Following the effective date of this ORDER, the Bank
shall send to its shareholders and to the shareholders of CIB
Mari ne Bancshares, Inc. (“Bank Hol di ng Conpany”) a copy or
description of this ORDER (1) in conjunction with the Bank’s
and the Bank Hol di ng Conpany’s next sharehol der comuni cati ons;
and (2) in conjunction with the Bank’s and the Bank Hol di ng
Conmpany’s notice or proxy statenent preceding their next
shar ehol der neetings. The description shall fully describe this
ORDER in all material respects. The description and any

acconpanyi ng comruni cati on, notice or statenent shall be sent to
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Scott D. O arke, Assistant Conm ssioner, Ofice of Banks and
Real Estate, 310 South M chigan Avenue, Suite 2130, Chicago,
II'linois 60604, and to the FDI C Regi stration and Di scl osure
Section, 550 17th Street, N.W, Wshington, D.C. 20429 for
review at |east 20 days prior to dissem nation to sharehol ders.
Any changes requested to be nade by the OBRE and the FDI C shal
be made prior to dissem nation of the description,

communi cation, notice, or statenent.

The effective date of this ORDER shall be 10 cal endar days
after its issuance by the OBRE and the FDI C.

The provisions of this ORDER shall be binding upon the
Bank, its institution-affiliated parties, and any successors and
assi gns thereof.

The provisions of this ORDER shall remain effective and
enf orceabl e except to the extent that, and until such tinme as,
any provision has been nodified, term nated, suspended, or set
asi de by the OBRE and the FDIC

Pursuant to del egated authority.

Dated: May 19, 2004.

Scott D. d arke Scott M Pol akof f
Assi st ant Comm ssi oner Regi onal Director

O fice of Banks and Real Chi cago Regional Ofice
Estate for the State of Federal Deposit | nsurance
[1'linois Cor por ati on
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