This Settlement and Release Agreement (*Agreement™ is made as of this ﬁ day of
March, 2013, by, between, and among the following nndersigned parties;

The Plaintiff Federal Deposit Insurance Corporation (“FDIC”), as receiver of Town
Community Bank and Trust (“FDIC-R™), and Prank Gironds, Paul McAllister, Anthony
Montatbano, and Daniel Regan (collectively the “Seitling Defendants™), and Federal Insurance
Company ( “Insurance Cornpany”) (individually, the FDIC-R, the Individual Defendants and the

Insurance Company may be referred to herein as “Party” and collectively as the “Parties™).

WHEREAS:

Prior to January 15, 2010, Town Community Bank & Trust (“Baak"’) was & depository
institution omzed and existing under the laws of lllneis;

On January 15, 2010, the Bank was closed by the Illinois Department of Financial and
Professional Regulation and pursuant to 12 U.S.C. § 1821(c), the FDIC-R was appointed
receiver. In accordance with 12 US.C. § 1821{d), the FDIC as receiver succeeded to all rights,
titles, powers and privileges of the Bank, including those with respect {o its assets;

Among the assets to which the FDIC-R as receiver succeeded were any and all of the
Bank’s claims, demands, and causes of actions against its former directors, officers and
employees arising from the performance, nonperformance and manner of performance of their
respective functions, duties and acts a5 directors and/or officers of the Bank:

The FDIC-R has asserted claims and has the jurisdiction to assert other claims against the

Settling Defendants, who had each setved at various times as directors and/or officers of the



Bank. The Settling Defendants have denied liability for any asserted or unasserted claims of the

FDIC-R;
Federal Insurance Company issued directors’ and officers’ liability policy number| (®)CH.
644 [ Jhe “Policy), which insured the directors and offices of the Bank acoording  the terms,
provisions and conditions of the .Policy‘ | The Settling Defendants have made claims under the
Policy. The Insurance Company has reserved its rights to deny coverage under the Policy for
claims asserted by FDIC-R against the Settling f)efendants;

The Parties deem it in their best interests to enter into this Agmemcnt’w avoid the
uncentainty, trouble, and expense of litigation.

NOW, THEREFORE, in consideration of the promises, undertakings, payments, and
releases stated herein, the sufficiency of which consideration is hereby acknowledged, the E’aﬁies
agree, each with the other, as follows:

SECTION I: Payment te FDIC-R
A;, As an essential covenant and condition to this Agreement, the Insurance Company
agrees to pay the FDIC-R the sum of 51,3{}8,@0{3‘(}{} {(“the Settlement Funds™), by way of wire
* transfer to:
BANK:
L) ROUTING No.:
FOR CREDIT TO:
)G ACCOUNT-Nows

FIN 10170; Town Community Bank & Trust, Antioch, Hlinois;
Contact: David C. Joseph; 972-761-8648; Professional Liability
(37100); DIF Fund

B. Payment of the Setlement Funds is due March 13, 2013 (the “Due Date™)
provided that the FDIC-R provides written evidence of its execution of this Agreement by March

7,2013. H the FDIC-R does not provide writien evidence of its execution of this Agresment by



March 7, 2013, then the Due Date shall be such date that is four business days after the FDIC-R
provides written evidence of its execution of this Agreement.

C. In addition, and without waiving any other rights that the FDIC-R may have, in
the event that it dogs not receive all Settlement Fancis on or before March 13, 2013 (or such other
Due Date four business days after FDIC-R provides written evidence that it has executed this
Agreement, as set forth in Paragraph 1.B. above), then, with respect to the Party, or Parties, that
fail to deliver their share of the Settlement Funds only, the FDIC-R, in its sole discretion, shall
have the right at any time prior to receipt of all Settlement Funds to declare this Agreement null
and void, shall have the right to extend this Agreement for any period of time until it receives all
Settlement Funds, and/or shall have the right to enforce this Agreement against the Party or
Parties, failing to deliver their share of the Settlement Funds, in which event the non-delivering
Party, or Parties, agree to jurisdiction in Federal District Court for the Northern District of
Tilinois and agree to pay all of the FDIC-R’s reasonable attorney’s fees expended in enforcing
the terms of this Agreement.

SECTION II: Releases

A, Reiease of Settling Defendants by FDIC-R.
Effective gpon receipt in full of the Settlerment Funds and except as provided in

Paragraph ILF., the FDIC-R, for iwelf and its successors and assigns, hereby releases and
discharges each of the Settling Defendants and their respective heirs, executors, administrators,
representatives, successors and assigns, from any and all claims, demands, obligations, damages,
actions, and causes of action, direct or indirect, in law or in equity, whether derived from a
statute or common law, known or unknown, asserted or unasserted, belonging to the FDIC-R,

that arise from or relate 1o, the performance, nonperformance, or manner of performance of the



Settling Defendants’ respective functions, duties and actions as officers and/or directors of the

Effective simultaneously with the release granted in Paragraph 11 A. above, the Seitling
Defendants, on behalf of themselves individually, and their respective heirs, executors,
administrators, agents, representatives, successors aml assigns, hereby release and discharge
FDIC-R, and its employees, officers, directors, representatives, successors and assigns, from any
and all claims, demands, ﬁbiig#tions, damages, actions, and causes of action, direct or indirect, in
faw or in eguity, that arise from or relate to, the Bank or to the performance, nonperformance, or
manner of performance of the Settling Defendants’ respective functions, duties and actions as
officers and/or dirccmrs of the Bank or that arise from or relate 1o the poiicy;

C. Release by Settling Defendants of Each Other.

Effective simulianeously with the releases granted in Paragraph ILB. above, the Settling
Defendants, and their respective beirs, executors, administrators, representatives, successors and
assigns, hereby release and discharge each other from any and all claims, demands, obligations,
damages, actions, and causes of action, direct or indirect, in law or in equity, that arige from or
relate to the performance, mﬁperfoﬁnance, or manner of performance of their respective

functions, dutics and actions as officers and/or directors of the Bank.

D. Release of Insurance Cotmpany by FDIC.R.

Effective simultaneously with the releases granted in Paragraphs ILA. and ILB. above,
the FDIC-R, for it#e!f and its successors and assigns, hereby releases and discharges Insurance
Company, its parents, subsidiaries, affiliates and reinsurers, and their respective emplovees,

officers, directors, agents, representatives, successors and assigns, from any and all claims,



demands, obligations, damages, actions and causes of action, direct or indirect, in law or in
gquity, that arise from or relate to the Policy. The FDIC-R agrees that any interest it may have
under the Policy is extinguished.

E. Release of FRIC-R by Insurance Company.

Effective simultaneously with the release granted in Paragraph Ii.i}‘. above, Insurance
Company, for itself and its successors and assigns, and on behalf of its parents, subsidiaries,
affiliates and reiﬁsxztafs; and their successors and assigns, hereby releases and discharges FDIC-
R, and its employees, officers, dimctcrs, agents, representatives, successors and assigns, fmm.
any and all claims, demands, obligations, damages, actions, and causes of action, direct or
indirect, in law or in equity, that arise from or relate to the Policy.

F. Express Reservations From Releases By FDIC-R.

L. Notwithstanding any other provision, by thizs Agreement, the FDIC-R does
not release, and expressly preserves fully and to the same extent as if the Agreement had not
been executed, any claims or causes of action:

a. against the Seitling I}efencfants or any other person or entity for
liability, if any, incurred as the maker, endorser or guarantor of any promissory note or
indebtedness payable or owed by them to FDIC-R, the Bank, other financial inszitiifiorzs,-
or any other person or entity, including without limitation any claims acquired by FDIC-
R as successor in interest to the Bank or any person or entity other than the Bank;

b. against any person or enfity not expressly relcased in this
Agreement; |

¢. asserted in the Bankruptey of Anthony Montalbano (Jn re
Montalbano, Case No. 09-30477 (N.D. 11L));



d. asserted in the Bankrupicy of Daniel Regan {/n re Regan, Case No.
11-47684 (N.D. 11L.)); and |
e, which are not expressly released in Paragraphs ILA. or ILD. above.
2. Notwithstanding any other provision, nothing in this Agreement shall be
construed or interpreted as limiting, waiving, releasing or compromising the jurisdiction and
authority of the FDIC in the exercise of its supervisory or regulatory authority or 1o diminish iis
ahility to institute administrative enforcement proceedings seeking removal, prohibition or any
other administrative enforcement action which may arise by operation of law, rule or regulation.
Notwithstanding ény other provision, this Agreement does not purport to waive, or intend to
waive, any claims which could be brought by the United States through either the Departnent of
Justice, the United States Attorney’s Office for the Northern District of IHinois or any other
federal judicial district. In addition, FDIC-R specifically reserves the right to seek court ordered
restitution pursuant to the relevant provisions of the Victim and Witness Protection Act, I8
U.S.C. § 3663, et seq., if appropriate.
SECTION Ik Waiver of Dividends
To the extent, if any, that Settling Defendants are or were shareholders of the Bank or iis
holding company, Town BancShares, Inc., and by virtue thereof are or may have been entitled to
a dividend, payment, or other prorata distribution upon resolution of the receivership of the
Bank, they %'zercb}* knowingly assign to FDIC-R any and all rights, titles and interest in and to
any and all such dividends, payments or other pro rata distributions.
SECTION IV: Representations and Acknewledgements
A.  NoAdmission of Liability. The undersigned parties each acknowledge and agree

that the matters set forth in this Agreement constitute the settlement and compromise a_f disputed



claims, and that this Agreement is not an admission or evidence of liability by any of them

regarding any claim.
B. Execution in Counterparts. This Agreement may be executed in counterparts by

one or more of the parties named herein and all such counterparts when so executed shall
together constitute the final Agreement, as if one document had been signed by all parties hereto;
and each such counterpari, upon execution and delivery, shall be deemed E;i complete original,
bin-ding the party or parties subscribed thereto upon the exscution by all parties to this
Agreement.

C. Binding Effect. Each of the undersigned persons réprescnzs and warrants that
they ate a party hereto or are authorized to sign this Agreement on behalf of the respective party,
and that they have the full power and autbority to bind such party to each and every provision of |
this Agreement. This Agreement shall be binding upon and inure to the benefit of the
undersigned parties and their respective heirs, executors, administrators, repze.smtativ.es,
successors and assigns. |

D. Choice of Law. This Agreement shall be interpreted, construed and enforced
according to applicable federal law, or in its absence, the laws of the State of Illinois.

Amendments. This Agreement constitutes the entire
agreement and understanding between and among the undersigned parties concerning the matters
set forth herein. This Agreement may not be amended or modified except by ancther written
instrument signed by the party or parties to be bound thereby, or by their respective authorized
attorney(s) or other representative(s).

F. Specific Representations Warranties and Disclaimer, The Parties expressly acknowledge
that in determining to settle the claims released here, FDIC-R has reasonably and justifiably



relied upon the accuracy of financial information in the affidavits submitted. If, in their
affidavits, the Settling Defendants have failed to disclose any material interest, legal, equitable,
or beneficial, in any asset, the Settling Defendants agree 10 cooperate fully with FDIC-R 1o
trapsier their interest in the asset to FDIC-R and to sign any and all documents necessary to
transfer their interest in the asset to FDIC-R. Moreover, if, in their affidavits the Settling
Defendants have failed to disclose any intereét, legal, equitable, or beneficial, in any asset,
FIMC-R in its sole discretion, may exercise one or more or all of the following remedies: (a)
FDIC-R may declare the releases granted to the Settling Defendants as null and void; (&) FDIC-
R may retam the Settiement Funds; (¢} FDIC-R may sue the Settling Defendants for damages, an
injunction, and specific performance for the breach of this agreement; and {(d) FDIC-R may seek
1o vacate any dismissal order and reinstate FDIC-R’s claims against the Settling Defendants.
The Settling Defendants agree that if, in their aff‘id;vits, they have failed to disclose any interest,
legad, equitable, or beneficial, in any asset, the Setiling Defendants consent to the reinstatement
of FDIC-R’s claims and waive any statute of limitations that would bar any of FDIC-R’s claims

against them.

i ’f’?ze undersigned parties agree to cooperate in good faith to effectuate all
the terms and conditions of this Agreement.

2. Further, the Setiling Defendants agree to cooperate fully with FDIC-R in
conmnection with any action required under this Agreement. Any such cooperation that involves
any out of pocket costs is subject to reasonable reimbursement by FDIC-R pursuant to its

- internal guidelines and policy for such reimbursement. Such cooperation shall consist of:



(b))

(b)(6)

i mmﬁ&m&wmbymw«&ﬁmmmmﬁyof
subpoeas, as determized by FDIC-R, in its sole discrotion, to be relevant to the Bark;

b, making themselves availsble upon request by FDIC-R st reasonable
times and places fot interviews regarding facts, as determined by FDIC-R in its sole discretion,
10 be relovant to the Bank; :

3 me,mmmbymm‘k,mwmm
by the FDIC-R in its sole discretian, to be related to the Bank, without the necessity of subpocna;

4 Mwﬁﬁéaﬁﬁ%mmmbymlﬂw&mmm
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Each party horeby ackmowledges that it has conmilted with and
Wmmﬁmpﬁmwmmwmwmmm
boen cxplained to that party by his or her counsel. ' '

N WITNESS Wim?,ﬁwpaﬁﬁwm?cmﬂﬁs&gmmwbem&m ‘
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PAUL MCALLISTER

Lol 24

(b)

By,

Tidde:
Print Name: s .. AAF DL TE M

ANTHONY MONTALBANOQ

By:

Title:
Print Nume:

DANIEL REGAN

By: -

Title:
Print Name:

FEDERAL INSURANCE COMPANY

By:

Title:
Print Name:




Date:

3 5/3#3

PAUL MCALLISTER

FEDERAL INSURANCE COMPANY

By:

Title:
Print Name:

b)(6)




Date:

(AR 6 Doz |

PAUL MCALLISTER

By:

Title:
Print Name:

ANTHONY MONTALBANO
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Date;

Diaten

Date:

Date: 3/13/13

PAUL MCALLISTER

By:

Title:
Print Name:

ANTHONY MONTALBANO

By:

Title:
Print Name:

DANIEL REGAN

By:

Title;
Print Name,

FEDERAL INSURANCE COMPANY

(b)(6)

By: |

Title: Sr. Claims Officer
Print Name: Nora B, Neary



