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SETTLEMENT AND ASSIGNMENT AGREEMENT

This Settlement and Assignment Agreement ("Agreement™} s entered into as of February
4, 2013, by The Federal Deposit Insurance Corporation in is capacity as Receiver of The First
State Bank of Winchester (hereinafier, "FDIC-R™), on the one hand, and Craig Campbell, Charles
Frost and Robert Frost (hereinafter the “Former Directors and Officers™) on the other hand,
FDIC-K and the Former Directors and Officers are sometimes collectively referred to herein as
the "Parties” and singularly as a "Party.”

RECITALS

WHEREAS, the Former Directors and Officers are former directors and officers of The
First State Bank of Winchester (*Winchester™); and

WHEREAS, the FDIC-R has asserted claims against the Former Directors and Officers,
including claims set forth in a letier dated September 6, 2012 (incorporated by reference herein},
that include claims covered as “Wrongful Acts”, and which were made In the policy period of
the Directors and Officers Insurer as described hereinafier, (the "FDIC-R Claims™; and

WHEREAS, Scott County Bancorp, Inc., the parent company of Winchester, had
putchased an Extended Professional Liability Insurance Policy from Bancinsure for the period
from September 1, 2008 to September 1, 2011, Policy No. ..(hf;{.@_in_%ffiﬁf‘ the

“Banclnsure Policy™); and

WHEREAS, the Former Directors and Officers are insureds under the Bancinsure Policy;
and

WHEREAS, the Former Directors and Officers have tendered the potentially covered
FDIC-R Claims, which were made during the policy period of the Banclasure Policy, and
nevertheless, Banclnsure has denied The Former Directors and Officers’ demands {or coverage
for the FDIC-R’s Claims and has refused to protect the interests of #s insureds by refusing to pay
for the Former Directors and Officers’ defense costs or indemnify them for costs or loss incurred
in connection with the FDIC-R's Claims, thereby exposing the Former Directors and Officers to
great personal financial risk; and

WHEREAS, the Former Directors and Officers deny the allegations made against them,
but recognize that the FDIC-R has stated a colorable claim against them; and

WHEREAS, the Former Directors and Officers recognize that the FDIC-R seeks
substantial monetary damages from the FDIC-R's Claims, which exceed the aggregate limits of
lizbility of the Banchnsure Policy; and

WHEREAS, the Parties to this Agreement wish 1o resolve and settle their sharply
contested claims and aveid further cost, including costly litigation; and
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WHEREAS, the parties participated in scttlerment discussions, which resulted in the
negotiation 1n good faith and at arms-length of the terms herein, and

WHEREAS, the Parties have reached an agreement to resolve the FDIC-R's Claims
against the Former Directors and Officers;

NOW, THEREFORE, in consideration of and i reltance upon the recitals, mutual
covenants, promises, obligations and understandings contained in this Agreement, and other
good and valuable consideration, and imtending 1o be legally bound thereby, the Former
Directors and Officers and FDIC-R nmtually agree as follows:

1. Settlement Amount. The FDIC-R agrees to accept a total of one million dollars
{$1.000,000) in setifement of all of the FDIC-R's Claims against the Former Directors and
Officers, payable from the Banclnsure Policy {the "Settlement Amount”). The Former Directors
and Officers agree that the Setilersent Amount is fair and reasonable and consistent with what a
reasonably prodent ingured would have paid to settle the FDIC-R’s Claims,

2. Covenant To Satisfy Settlement Amounnt Solely From Insurance Proceeds. The
FDIC-R agrees that in exchange for the Former Directors and Officers’ assignment of insurance
proceeds as described below, the FDIC-R will pursue collection of the Settlement Amount from
the Banclnsure Policy, and not from any other personal assets of the Former Directors and
Officets,

3. Covenant Not to Sue. Subject only to the exception set forth in paragraph 6.5, below, the
FDIC-R, for itself, successors and assigns, hereby stipulates, promises and covenants, not to
pursue any known or unknown claims against the Former Directors and Officers arising from
their duties as directors and officers of Winchester, including but not limnted to any known or
unknown claims arising out of or related to the FDIC-R's Claims. In addition, FDIC-R, for itscif,
its successors and assigns, hereby agrees not 1o object 1o the payment of the Former Directors
and Officers' reasonable defonse costs related fo the FDIC-R's Claims,

4, FDHC-R's Claims Against Third Parties. The FDMC.R, for iself, successors and
assigns, does hercby lrther stipulate, promise and covenant, as to the Former Directors and
Officers in all capacities, that, in the event the FIIC-R has brought or brings in the future any
action against a person or enfity not a party to this Agreement {3 "Third Party™) and, in that
action, there is a finding that the Former Directors and Officers bears a proportionate ghare of
Hability for the claims that the FDIC-R asserts agamst the Third Party, the FDIC-R will not seck
to recover from the Third Party more than the Thisd Party's aggregate proportional share of
Hability. Further, in the event that the FDIC-R resolves its claims against the Third Party
pursuant 1o settlement, the FDIC-R, for iself, successors and assigns, does herehy further
stipulate, promise and covenant, as to The Former Directors and Officers that the FDIC-R will
use its best efforts to secure a release of The Former Directors and Officers from the Third Party
with respect to The Former Directors and Officers’ proportionate share of Lability, if any, for the
clammns that FDIC-R asserted against the Third Party.

S. Assignment of Rights. Except as provided below, the Former Direciors and Officers
hereby agree to relinquish, surrender, transfer, convey, and assign to FDIC-R any and all rights,

2.
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title, and interest that the Former Dhrectors and Officers have or may have to assert a cause of
action against BancInsure for declaratory relief, breach of contract, breach of the covenant of
good faith and fair dealing, tortious breach of the covenant of good faith and fair dealing, bad
faith, and punitive damages for the faiture of Banclnsure to pay the Settlement Amount {“The
Assigned Claims™). The Assigned Claims shall not include any claims arising out of the faithire
of Banclnsure fo pay the unreimbursed, reasonable defense cosis incurred by the Former
Directors and Officers refated to this settlement, all of which are hereby expressly retained by the
Former Directors and Officers, provided that the FDIC-R shall have the right o compel a release
of such claims at any time up fo the fime the Fommner Directors and Officers obtain an award
against Banclnsure, in exchange for the payment of all such unreimbursed defense costs and fees
plus interest at the legal rate. At the sole expense of FDIC-R, the FDIC-R may prosecute, defend,
contrad, settle or compromise any and all of The Assigned Claims, in the name of the FDIC-R, as
assignee of the Former Directors and Officers. This Settlerment and Assignment shall be
gffective as to the FDIC-R and cach of the Former Officers and Directors who enter info this
agreement regardiess of the failure, declination or refusal of the other Former Officers and
Directors 1o do so.

6. Assistance and Cooperation.

6.1 The Fomner Directors and Officers agree to assist and to cooperate
reasonably with FDIC-R in and through the prosecution of any claim,
fawsuil or other proceeding against Banclnsure on The Assigned Claims,
The Former Directors and Officers shall take no action to impede, prevent or
otherwise impair the prosecution of such claim, lawsuit or other proceeding.

6.2 The Former Directors and Officers agree {o execute all papers reasonably
required and to take all reasonable actions that may be necessary for the
FRIC-R o bring a clamm, lawsuit or other proceeding against Banclnsure on
The Assigned Claims, mncluding but not limited to, attendance and
participation with truthful testimony, witness inferviews, depositions,
hearings, trials and other preparation sessions, review, preparation and
execution of written affidavits, production of all relevant non-privileged
documents and records, securing and giving of evidence, cooperation and
assistance in identifving and obtaining attendance of witnesses, and such
other assistance and things as may be reasonably necessary 1o enablie FDIC-
R to prosecute effectively The Assigned Claims. FDIC-R, as assignee of the
Former Directors and Officers, shail have the right to seleet counsel to
cotmence and prosecute any clatty, lawsuit or other proceeding brought
against Bancinsure on The Assigned Claims. At FDIC-R's sole cost and
expense (including with respect to any attorneys’ or experts’ fees, costs,
sanctions or cost awards), FDIC-R shall direct, sapervise, manage and have
complete and exclusive control of the prosecution of such claim, lawsuit or
other proceeding.

6.3 The ¥DIC-R shall reimburse reasonable costs incurred by the Former
Directors and Officers incurred in connection with fulfilling the oblgations
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set forth n paragraphs 6.1 and 6.2, subject to a maximum tolal of $10,000 in
the aggregate.

6.4 The Former Directors and Officers make no representations or warranties
with respect 1o the validity of The Assigned Claims or the FDIC-R's ability
o recover on The Assigned Claims. Thus, subject only to the exception set
forth in paragraph 6.5, the FDIC-R agrees to bear the full and sole risk that
the FDIC-R does not recover from Bancinsure on The Assigned Claims.

6.5 In the event that the FDIC-R is unable 1o recover on The Assigned Claims
for the sole reason that the form of this settlement is ineffective to permit the
FDIC-R to recover from Banclnsure on The Assigned Claims, then, as of
the date that a court or other tribunal makes or readers a final judgment
incorporating such a determination {"Contingent Event Date™y: (i) this
Agreement, other than the provisions of this paragraph and paragraph 8,
shall be null and void, {ii) nothing herein shall be admissibie by any Party in
any action between the FDIC-R and any of The Former Directors and
Officers, and (i) this Agreement shall in all respects be entitied to the
protections of Federal Rule of Evidence 408. However, if the FDIC-R
thereafter files the FDIC-R's Claims, the FDIC-R agrees that its monetary
damages on those claims as against The Former Directors and Officers may
be recovered only from Banclnsure and not from any other personal assets
of The Former Directors and Officers. The Assignment provided in this
Agreement shall be deemed as ineffective solely on the basis expressly set
forth in this Section 6.5 and shall not be deemed ineffective on the basis of
policy defenses asserted by Bancinsure, including but not Himited to policy
terms, conditions and exclusions, other than those policy defenses, if any,
resulting from execution of this Agreement.

6.6 The Former Directors and Officers appoint Harvey M. Stephens, Esq. as
their representative and attorney-in-fact to communicate and coordinate with
the FDIC-R in connection with this Agreement and any claim, lawsuit or
other proceeding contemplated herein,

6.7 The FDIC-R hereby appoints Robert R, Furnier of The Furnier Law Group
LLC as its represeniative and attorney-in-fact to commaumicate and
coordinate with the Former Directors and Officers in connection with this
Agreement and any claim, lawsuit or other proceeding contemplated herein.

7. Court Approval. This Agreement is not effective unless and until all of the following
have oceurred:

a} To the extent Craig L. Campbell is a party to this agreement, The United States
Bankruptcy Court {or the Northern District of lilinois (the "Bankruptey Court™}
has entered an order in the proceedings captioned B re Craig L. Campbell and
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Kim Ann Webster-Campbell, Case No. 10 B 50562 which permits the FIHC-R and
the Former Directors and Officers to enter into and implement this Agreement and
allows the FDHC-R to enforce the  Assigned Claims against Banchisure
notwithstanding the effect, 1f any of the auvtomatic stay uader 11 US.C. § 382
subject to any meodifications approved by the Parties {"Order Approving
Settlement and Abandonment™); and

To the extent Crasg L. Campbell 15 2 party to this Agreement, the time to
commenece an appeal of the Order Approving Seitiement and Abandonment
pursuant to Rule 8002(a) of the Federal Rules of Bankrupicy Procedure has run
without any netice of appeal havisg been filed, or if a notice of appeal has been
timely filed, such appeal has been fully and finally resolved with the Order
Approving Setiflement and Abandonment remaining in force and effect in a form
satisfactory to the FDIC-R.

In the event Craig L. Campbell is not a party 1o this agreement, this Agreement
shall be effective upon execution by the remaining partics,

8. Contingent Tolling Agreement. In the svent that Craig 1. Campbell 15 a party to this
Agreement, 1f the Bank enters the Order Approving Settlement and Abandonment in accordance
with the provisions of paragraph 7.a above, and, thereafter, the circumstances sef forth in
paragraph 6.5 come 1o pass, then the time period between the date of this Agreement until the
Contingent Event Date {the "Tolling Period”} shall not be counted in determining the time in
which the FDIC-R s required by any applicable statute of Hmitations, statute of repose, laches or
other time-based defenses to file the FDIC-R's Claims against The Former Directors and
Officers. The Former Directors and Officers agree that he will not plead, argue, or otherwise
assert that any of the Tolling Period should be included in the calculation of any time Hmit or
limitation period that maght ofhorwise be applicable o the re-filing of the FIMC-R's Claims
against The Fermer Directors and Officers,

4, Miscellanecus Provisions

9.1

The Agreement affects the settlement of disputed claims. Nothing contained
herein should be construed as an adnission by the Parties as to the merits of
any of their claims or defenses that could be assened against each other. In
addition, nothing in this Agreement, nor any of the negotiations or
proceedings connected with it, nor any of the documents or statements
referred to therein shall be: (a) offered or received againgt the FDIC-R or
The Former Dhrectors and Officers in any litigation between the FDIC-R
and any of The Former Directors and Officers as evidence of or construed as
or deemed 1o be evidence of any presumption, concession, or admission by
the FDIC-R or The Former Directors and Officers with respect to the truth
of any fact alleged by either Party against the other or the validity of any
claim that has been or could have been asserted by the FDIC-R m any
litigation mvolving both the FDIC-R and The Former Directors and
Officers, or the deficiency of any claim or defense that has been or could
bave been asserted by the FDIC-R n any Ltigation mvolving both the

B
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FDIC-R and The Former Directors and Officers, or of any Hability,
neghgence, fault, or wrongdoing on the part of The Former Directors and
Officers; (b) offered or received in any litigation between the FDIC-R and
The Former Directors and Officers against The Former Directors and
Officers as evidence of a presamplion, concession or admission of any fault,
misrepreseniation or omission with respect 10 any action or inaction by The
Former Directors and Officers; (¢} offered or received in any litigation
between the FDIC-R and The Former Directors and Officers against The
Former Directors and Officers as evidence of a presumption, concesgion or
adrnisston with respect to any lability, vegligence, fault or wrongdoing, or
in any way referred to for any other reason as against The Former Directors
and Officers, in any other civil proceeding between the FDIC-R and The
Former Directors and Officers, or in any criminal or administrative action or
proceeding; provided, however, The Former Directors and Officers may
refor to the Agreement fo effectuate the Hability protection granted them
herennder; or (d) construed against any Party in any litigation between the
FDIC-R and The Former Directors and Officers as an admission or
concession that the consideration to be given and received hereunder
represents the amount which could be or would have been recovered after
trial,

This Agreement is fully integrated and contains the entire agreement and
understanding between the Parties concerning the subject matter hereof It
fudly supersedes any prior oral or written negotiations, proposed agreements,
agreements, or understandings between FDIC-R, on the one hand, and The
Former Directors and Officers, on the other hand, concerning the subject
maiter hereof. No change or modification or termination of this Agreement
shall be valid unless contained in writing and signed by the FDIC-R and The
Former Directors and Officers, through their representatives and attorneys-
m-fact referenced i Paragraphs 6.6 and 6.7 hereto,

The Former Directors and Officers’ obligations under this Agreemoent shall
continue until such time as a full and final adjudication of the FINC-R's
claimy, lawsnit, or other proceeding against Bancinsure has been achieved or
upon receipt of wrilten notice frors FDIC-R that such claim, lawsuit or other
proceeding has been resolved.

The FDIC-R and The Former Directors and Officers cach agree to meet and
confer in good faith to resolve any disagreements over the terms of this
Agreemsent or any provisions thercof. If the meet and confer is not
saccessful, the FDIC-R and The Former Directors and Officers agree to
binding, non-appealable arbitration in Chicago, inois, under the auspices
of JAMS under #s Streamlined Arbitration Rales and Procedures, and
judgment on the award rendered by the arbitrator may be entered in any
court having jurisdiction thereof. The FDIC-R and The Former Directors
and Officers agree that the above controversy will be submitted to one
arbitrator, and the arbitrator shall apply Hinois law without regard to its

B-
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choice of law or conflicts of law provisions. Unless otherwise ordered by the
arbitrator, the prevailing party will be awarded the costs of the arbitration
and attornevs’ fees incurred in connestion with the arbitration.

This Agreement and the provisions and negotiations of this Agreoment shall
be confidential and subject to all applicable privileges and immunities,
including withoul limitation the mediation privilege, common interest
privilege and attorney work product doctrine. No Party shall provide any of
the contents of this Agreement to anyone, unless provision is required by
order of a cowrt, an arbitration panel, or a governmental body, or is
consented 1o by agreement in writing of all Parties hereto, except that this
Agreement may be disclosed (i) to auditors and attorneys of the Parties and
the Parttes’ affiliates, (i) to any insurer who issued a policy provided by
Scott County Bancorp, nc. or First State Bank of Winchester and covering
the Former Directors and Officers, incloding Banclnsure, (i) in such
cireumstances as counsel for the FDIC-R may advise is necessary or prudent
i prosecute the claim, lawsuit or ofhier proceeding against Banchasure or to
comply with any other applicable legal requirement, and (iv) to the
Bankrupicy Court. -

This Agreement shall be binding upon, and inure 1o the benefit of, the
Partics, and each of them, and to each of their successors, assigns and legal
representatives.

Each Party will bear 1ts own costs incurred in the negotiation of this
Agresment.

The terms and language of this Agreement are the result of negotiations
between the Parties and their respective counsel, who have cooperated in its
drafting and preparation. There shall be no presumption that any ambiguities
in this Agreemnent should be resoived against any Party.

Each of the Parties represents and warrants that he, she or i enters into this
Agreement with the benefit of the advice of his, her or its respective legal
counsel. Each of the Parties has carefully read and fully understands all of
the provisions of this Agreement, and each Party is entering into thig
Agreement voluntarily and without coercion,

Each of the Parties further represents and warrants that he, she or it is
relying upen his, her or its own judgment, and that no promises or
representations have been made to induce that Party's exccution of this
Agreement, other than those st forth expressly in the Agreement.

This Agreement may be executed in counterparts, all of which together shall
constitute one agreement. Facsimile signatures shall be considered the same
as onginals.
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IN WITNESS WHEREOF, the Parties hereto have entered mto this Agreement effective
on the date as of which all Parties have executed the Agreement:

FEDERAL DEPOSIT INSURANCE CORPORATION AS
| RECEIVER FOR FIRST STATE BANK OF WINCHESTER

L)6) [

Date: /f/z{;f;w a Zf}‘fj)
/A 7Y
TS denkingen

{_cundt |
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2 I’*& WE’Z"&LES WI—:I&REQ}* the ?amw herets haxe entcrcé mte this Agreement effective on the
daiﬁ a8 {}f which all Parties h&w exccuted the Agreement:

FQRMER B}RECTORﬁ A&N[} OFFICERS
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IN WITNESS WHEREOF, the Parties hereto have entered into this Agreement effective on the
date as of whic Partles have executed the Agresment:

(b)(s) Diate: %‘\ ‘{23 13

Charles Frost

-11-
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IN WITNESS WHEREOF, the Parties hereto have entered into this Agreement effective on ths
date 43 of which all Parties have gxecuted the Agreement:

(b)(6) _ B Date: széi, / 2’/@’5?{?
A

Robert Frost

-12-



