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Top Hat PlanExemption
PensionandWelfareBenefitsAdministration
RoomN 5644
U.S. Departmentof Labor

200 ConstitutionAvenueN.W.
Washington,D.C. 20210

DearSir or Madam:

Pursuantto Departmentof Labor Regulation2520.10423, the following information is being
provided regardinga nonqualified PerformanceDriven Plan sponsoredby our organizationfor a
selectgroupof managementor highly compensatedemployees.

1. Nameof the employer:PrimeSecurityBank

2. Mailing addressof the employer:201 S Main St, Karlstad,MN 56732

3, EmployersFederalIdentificationNumber(EIN): 41-0346243

4. Numberof plansmaintained:1

5. Numberof participants:2

6. Dateplanwas implemented: ~

Wewill provideplan documentsupon requestin accordancewith ERISASection104(a)(1).

Pleasecontactusif you haveany questionson anyof the aboveinformation.

Sincerely,

PrimeSecurityBank

*~//~ ,~ /f

By:
PlanA ministrator(



Prepared4/11/05

PRIME SECURITY BANK
EXECUTIVE INCENTIVE RETIREMENT AGREEMENT

THIS AGREEMENTis adoptedthis ,~ dayof Zrc~t,~ ,2005,by and
betweenPRIME SECURITY BANK, a state-charteredcommercialbank locatedin Karistad,
Minnesota(theCompany),andDAVID KRAUSE (theExecutive).

INTRODUCTION

To encouragethe Executiveto remain an employeeof the Company,the Companyis
willing to provide to the Executive a deferredincentive opportunity. The Companywill
distributethebenefitsfromtheCompanysgeneralassets.

AGREEMENT

TheExecutiveandtheCompanyagreeasfollows:

Article 1
Definitions

Wheneverused in this Agreement,the following words and phrasesshall have the
meaningsspecified:

1.1 Beneficiarymeanseachdesignatedperson,ortheestateofthe deceasedExecutive,
entitled to benefits,if any,uponthedeathoftheExecutivedeterminedpursuantto Article 6.

1.2 Beneficia,yDesignationForm meansthe form establishedfrom timeto time by the
PlanAdministratorthatthe Executivecompletes,signs,andreturnsto thePlanAdministrator to
designateoneormoreBeneficiaries.

1.3 Changein Control meansa changein the ownershipor effective control of a
corporation,or in the ownershipof a substantialportion oftheassetsofthecorporation,assuch
changeis defined

(i) in Section280GoftheCodeandregulationsthereunder;or

(ii) if morerestrictive,in Section409Aofthe Codeandregulationsthereunder.

1.4 CodemeanstheInternalRevenueCodeof 1986,asamended.

1.5 Disability meansthe Executive(i) is unableto engagein any substantialgainful
activity by reasonof any medically determinablephysicalor mentalimpairmentwhich canbe
expectedto resultin deathor canbeexpectedto last for a continuousperiodofnot lessthan12
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months,or (ii) is, by reasonof anymedicallydeterminablephysicalormentalimpairmentwhich
canbe expectedto resultin deathor canbe expectedto last for a continuousperiodof not less
than12 months,receivingincomereplacementbenefitsfor a periodof not lessthan3 months
underan accidentandhealthplan coveringemployeesof the Executivesemployer. Medical
determinationof Disability maybemadeby eitherthe SocialSecurityAdministrationorby the
providerof anaccidentor healthplan coveringemployeesof the Executivesemployer. Upon
therequestofthe PlanAdministrator,theExecutivemustsubmitproofto thePlanAdministrator
ofSocialSecurityAdministrationsortheprovidersdetermination.

1.6 NormalRetirementAgemeanstheExecutives
65

th birthday.

1.7 PlanAdministratormeanstheplanadministratordescribedin Article 10.

1.8 Plan Yearmeansthecalendaryear.

1.9 ReturnOnAssetsmeansthe Companysafter-taxnet incomeat theendofthe most
recent fiscal year, before distribution of any common stock dividends and adjustedfor
extraordinaryitems, divided by the Companysaverage assetsfor the same fiscal year, as
determinedby the Companysindependentauditorbaseduponcertifiedfinancial statementsfor
thepertinentyear.

1.10 SecretarymeanstheSecretaryoftheUnitedStatesDepartmentoftheTreasury.

1.11 Separationfrom Servicemeansthat theExecutivesservice,eitherasanemployee
or independentcontractor,to the Companyor anymemberof a controlled groupto which the
Companybelongs,hasterminatedfor any reason,other than by reasonof a leaveof absence
approvedbytheCompany.

Article 2
Incentive Award

2.1 Award Criteria. In order for the Executiveto be eligible to receivean Incentive
Award, thefollowing two criteriamustbemet:

(1) The Executivemust meet the Individual PerformanceGoalsset forth on the
chartattachedasExhibit 1. If theExecutivemeetsbothIndividual Performance
Goals,the Executivewill be eligible for 100 percentof the Returnon Assets
(ROA) awardamountdeterminedunderSection2.1(2); if theExecutivemeets
oneIndividual PerformanceGoal, theExecutivewill be eligible for 50 percent
of the ROA awardamountdeterminedunder Section2.1(2); if the Executive
meetsno Individual PerformanceGoals,theExecutivewill not beeligible for an
IncentiveAward;

and
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(2) TheCompanymustmeetits ROA goalsetforth on thechartattachedasExhibit
2.

For example,if theExecutivehasmet bothIndividual PerformanceGoalsfor Plan Year 1, and
the CompanysROA is aboveonepercent(1%) duringthat PlanYear, theExecutivewill have
satisfiedbothAward Criteriaandbeeligible to receiveanIncentiveAward for thatPlanYear.

2.2 AwardAmount. If theExecutivehasmetthe AwardCriteriasetforth in Section2.1,
the ROA percentagedeterminedas of December31 of eachPlan Year shall determinethe
ExecutivesIncentiveAward in accordancewith the chartdetailedin Exhibit 2. The chart is
specificallysubjectto changeat thesole discretionofthePlanAdministrator;provided,however,
in the eventthe Plan Administrator exercisessuchdiscretionand changesthe chart, the Plan
Administratorshall notify the Executivewithin thirty (30) daysof the effective dateof such
change. EachIncentiveAward shallbe creditedto the DeferralAccountasof December31 of
thePlanYearfor whichtheawardis made.

Using the information from Section 2.1 and a $50,000salaryas an example,the following
calculationshalldemonstratetheExecutivesIncentiveAwardAmount:

PlanYear 1 ROA 1.26%
PercentageofSalarywith 1.26%ROA 5.00%

5.00%
ExecutivesSalary x $50,000
IncentiveAwardAmount $2,500

2.3 IncentiveDeferral. On December31 of eachPlanYear, theCompanyshalldeclare
andaccruetheIncentiveAwardto theDeferralAccount.

Article 3
DeferralAccount

3.1 Establishingand Crediting. The Companyshall establisha DeferralAccounton its
booksfortheExecutive,andshallcreditto theDeferralAccountthefollowing amounts:

3.1.1 Deferrals.TheIncentiveDeferralasdeterminedunderArticle 2.

3.1.2 Interest. On December31 of eachPlan Year and immediatelyprior to the
distribution of any benefits,interest shall be creditedto the accountbalancesince the
precedingcreditunder this Section3.1.2, if any, at an annualratedeterminedby the Plan
Administratorin its solediscretion,compoundedmonthly. Theinitial interestrateshallbe
equalto the oneyearcertificateof deposityield offeredby theCompanyasof January1,
2005.
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3.2 StatementofAccounts.TheCompanyshallprovideto theExecutive,within 120 days
aftertheendofeachPlanYear this Agreementis in effect, a statementsetting forth theDeferral
Accountbalance.

3.3 AccountingDevice Only. The Deferral Account is solely a devicefor measuring
amountsto bedistributedunderthis Agreement. TheDeferralAccountis not atrust fundof any
kind. The Executiveis a generalunsecuredcreditor of the Companyfor the distributionof
benefits. The benefitsrepresentthe mereCompanypromiseto distribute suchbenefits. The
Executivesrights are not subject in any mannerto anticipation, alienation, sale, transfer,
assignment,pledge,encumbrance,attachment,orgarnishmentby theExecutivescreditors.

Article 4
Distributions During Lifetime

4.1 Normal RetirementBenefit. Upon Normal RetirementAge, the Companyshall
distributeto theExecutivethe benefit describedin this Section4.1 in lieu of any otherbenefit
underthis Agreement.

4.1.1 AmountofBenefit. Thebenefitunderthis Section4.1 is theDeferralAccount
balanceatthe ExecutivesNormalRetirementAge.

4.1.2 Distribution of Benefit. The Companyshall distribute the benefit to the
Executivein 120 consecutive,roughlyequalmonthly installmentscommencingon thefirst
day ofthemonthfollowing the ExecutivesNormalRetirementAge. The Companyshall
continueto credit interestpursuantto Section 3.1.2 on the remainingaccountbalance
during any applicableinstallmentperiod. Upon a changein the interest rate, benefit
distributionswill be recalculatedannually.

4.2 Early Termination Benefit. Upon Separationfrom Serviceprior to the Normal
RetirementAge for reasonsother thandeath,Changein Control, or Disability, the Company
shall distributeto the Executivethe benefit describedin this Section4.2 in lieu of any other
benefitunderthis Agreement.

4.2.1 AmountofBenefit. Thebenefitunderthis Section4.2 is theDeferralAccount
balance at the ExecutivesSeparationfrom Service, subject to the following vesting
schedule:

End ofPlan Year VestedPercentage
1 10%
2 20%
3 30%
4 40%
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5 50%
6 60%
7 70%
8 80%
9 90%
10 100%

4.2.2 Distribution ofBenefit. If Separationfrom Serviceoccurswithin tenyears
afterthe dateofthis Agreement,the Companyshalldistributethebenefitto the Executive
in a lump sum within one year following Separationfrom Service. If Separationfrom
Serviceoccursmore than ten yearsafterthe dateof this Agreement,the Companyshall
distribute the benefit to the Executive in 120 consecutive, roughly equal monthly
installmentscommencingon thefirst dayofthemonthfollowing Separationfrom Service.
The Companyshall continueto credit interestpursuantto Section3.1.2 on theremaining
accountbalanceduring anyapplicableinstallmentperiod.

4.3 Disability Benefit. If the Executiveterminatesemploymentdueto Disability prior to
theNormalRetirementAge, the Companyshalldistributeto theExecutivethe benefitdescribed
in this Section4.3 in lieu ofany otherbenefitunderthisAgreement.

4.3.1 AmountofBenefit. Thebenefitunderthis Section4.3 is theDeferralAccount
balanceat theExecutivesSeparationfrom Service.

4.3.2 Distribution ofBenefit. If Separationfrom Serviceoccurswithin ten years
afterthedateofthis Agreement,the Companyshalldistributethe benefitto the Executive
in a lump sum within 90 days following Separationfrom Service. If Separationfrom
Serviceoccursmore thanten yearsafterthe dateof this Agreement,the Companyshall
distribute the benefit to the Executive in 120 consecutive,roughly equal monthly
installmentscommencingon thefirst dayofthemonthfollowing Separationfrom Service.
The Companyshall continueto credit interestpursuantto Section3.1.2 on the remaining
accountbalanceduringany applicableinstallmentperiod.

4.4 Change in Control Benefit. Upon Separationof Service following a Changein
Control,theCompanyshalldistributeto theExecutivethebenefitdescribedin this Section4.4 in
lieu ofanyotherbenefitunderthis Agreement.

4.4.1 AmountofBenefit. Thebenefitunderthis Section4.4 is the DeferralAccount
balanceat theExecutivesSeparationfrom Service,plus an amountthat whenaddedto the
Deferral Account Balance,the resulting total amountwould not exceed2.99 times the
Executivesaveragesalaryforthefive yearspreviousto Separationfrom Service.

4.4.2 Distribution of Benefit. If Separationfrom Serviceoccurswithin ten years
afterthe dateofthis Agreement,the Companyshall distributethebenefitto the Executive
in a lump sum within 90 days following Separationfrom Service. If Separationfrom
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Serviceoccursmore thanten yearsafterthe dateof this Agreement,the Companyshall
distribute the benefit to the Executive in 120 consecutive, roughly equal monthly
installmentscommencingon the first day ofthe monthfollowing Separationfrom Service.
The Companyshall continueto credit interestpursuantto Section3.1.2 on the remaining
accountbalanceduringanyapplicableinstallmentperiod.

4.5 Restriction on Timing of Distribution. Notwithstanding any provision of this
Agreementto the contrary,if the Companyis publicly-tradedon an establishedexchangeor
otherwise,and if theExecutiveis considereda key employee,asdefinedin Section416(i) of
theCode,distributionunderSections4.2, 4.4 or 9.2(a)maynot commenceearlierthan6 months
afterthedateofSeparationfrom Service.

Article 5
Distributions at Death

5.1 DeathDuringActiveService. If the Executivedieswhile in theactiveserviceofthe
Company,the Companyshall distributeto the Beneficiarythebenefit describedin this Section
5.1 in lieu ofanybenefitsunderArticle 4.

5.1.1 AmountofBenefit. The benefit under Section 5.1 is the greaterof: a) the
DeferralAccountbalance;orb) Five HundredThousandDollars ($500,000).

5.1.2 Distribution of Benefit. The Companyshall distribute the benefit to the
Beneficiaryin 120 consecutive,roughly equalmonthly installmentscommencingon the
first dayofthemonthfollowing theExecutivesdeath.

5.2 Death During Distribution of a Benefit. If the Executive dies after any benefit
distributionshavecommencedunderthis Agreementbutbeforereceivingall suchdistributions,
theCompanyshalldistributetheremainingbenefitsto theBeneficiaryat thesametime andin the
sameamountstheywouldhavebeendistributedto theExecutivehadtheExecutivesurvived.

5.3 Death After Separationfrom Service But Before Distribution of a Benefit
Commences.If the Executiveis entitled to a benefitunderthis Agreement,but diesprior to the
commencementof said benefit distributions, the Companyshall distribute the samebenefit
distributionsto the Beneficiarythat the Executivewasentitledto prior to deathexceptthat the
benefit distributions shall commenceon the first day of the month following the dateof the
Executivesdeath.

Article 6
Beneficiaries

6.1 BeneficiaryDesignation.TheExecutiveshallhavetheright,at anytime, to designate
aBeneficiary(ies)to receiveany benefitdistributionsunderthisAgreementuponthedeathofthe
Executive. The Beneficiarydesignatedunder this Agreementmay be the sameas or different
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from the beneficiarydesignationunderany other benefit plan of the Companyin which the
Executiveparticipates.

6.2 BeneficiaryDesignation:Change. The Executiveshall designatea Beneficiaryby
completing and signing the Beneficiary DesignationForm, and delivering it to the Plan
Administrator or its designatedagent. The Beneficiary designation shall be deemed
automaticallyrevokedif the Beneficiarypredeceasesthe Executiveor if the Executivenamesa
spouseasBeneficiaryandthemarriageis subsequentlydissolved. TheExecutiveshallhavethe
right to changea Beneficiaryby completing,signingand otherwisecomplyingwith the termsof
theBeneficiaryDesignationForm andthePlanAdministratorsrulesandprocedures,asin effect
from time to time. Upon the acceptanceby the Plan Administrator of a new Beneficiary
DesignationForm, all Beneficiarydesignationspreviouslyfiled shall be cancelled. The Plan
Administrator shall be entitled to rely on the last BeneficiaryDesignationForm filed by the
Executiveandacceptedby thePlanAdministratorpriorto theExecutivesdeath.

6.3 Acknowledgment.No designationor changein designationof a Beneficiaryshallbe
effectiveuntil received,acceptedandacknowledgedin writing by the PlanAdministratoror its
designatedagent.

6.4 No BeneficiaryDesignation. If the Executive dies without a valid beneficiary
designation,or if all designatedBeneficiariespredeceasethe Executive,thenthe Executives
spouseshallbe thedesignatedBeneficiary. If theExecutivehasnosurvivingspouse,thebenefits
shallbemadeto the personalrepresentativeofthe Executivesestate. If thebenefitsaremadeto
the personalrepresentativeof the Executivesestate,the Companyshall have the option of
distributingthebenefitsin a lump sum.

6.5 Facility ofDistribution. If thePlanAdministratordeterminesin its discretionthat a
benefit is to bedistributedto a minor, to apersondeclaredincompetent,or to apersonincapable
of handling the disposition of that personsproperty, the Plan Administrator may direct
distribution of suchbenefit to the guardian,legal representativeor personhaving the careor
custodyof suchminor, incompetentpersonor incapableperson. The PlanAdministratormay
requireproofof incompetence,minority or guardianshipas it may deemappropriateprior to
distributionof thebenefit. Any distributionof abenefitshallbeadistributionfor theaccountof
theExecutiveandtheBeneficiary,asthecasemay be,andshallbea completedischargeof any
liability undertheAgreementfor suchdistributionamount.

Article 7
General Limitations

7.1 Terminationfor Cause. Notwithstandingany provision of this Agreementto the
contrary,the Companyshall not distributeany benefit under this Agreementif the Company
terminatestheExecutivesemploymentfor:

(a) Grossnegligenceor grossneglectofdutiesto theCompany;
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(b) Convictionof a felony or ofa grossmisdemeanorinvolving moralturpitudein
connectionwith the Executivesemploymentwith theCompany;

(c) Fraud, disloyalty, dishonestyor willful violation of any law or significant
Companypolicy committedin connectionwith the Executivesemploymentandresulting
in anadverseeffecton theCompany;or

(d) Issuanceof an order for removalof the Executiveby the Companysbanking
regulators.

7.2 Suicideor Misstatement. The Companyshall not distribute any benefit under this
Agreementif theExecutivecommitssuicidewithin threeyearsafterthe dateof thisAgreement.
In addition,theCompanyshallnot distributeanybenefitunderthis Agreementif the Executive
hasmadeany materialmisstatementoffacton anemploymentapplicationorresumeprovidedto
theCompany,oron anyapplicationfor any benefitsprovidedby theCompanyto theExecutive.

7.3 CompetitionAfterSeparationfromService. The Company shall not distribute
anybenefitunderthis Agreementif the Executive,within 24 monthsfollowing Separationfrom
Service,without the prior written consentof the Company,engagesin, becomesinterestedin,
directly or indirectly, as a sole proprietor, as a partnerin a partnership,or as a substantial
shareholderin a corporation,orbecomesassociatedwith, in the capacityofemployee,director,
officer, principal, agent,trusteeor in anyothercapacitywhatsoever,any enterpriseconductedin
thetradingarea(a 25 mile radiusof the Companyor anyof its affiliates orsubsidiaries)of the
businessof the Company,which enterpriseis, or may deemedto be, competitive with any
businesscarriedon by theCompanyasofthedateofterminationoftheExecutivesemployment
or retirement. This sectionshall not apply following a Changein Control. If the Executive
violatestheprovisionsofthis Section7.3, theCompanyshallhavetheright to suetheExecutive
to recoveranybenefitsdistributedundertheAgreement.

7.4 No WithdrawalElection. Exceptasexpresslyprovidedherein,theExecutivemaynot
elect,atanytime, to withdraw anyportionoftheDeferralAccountbalance.

Article 8

Claims and ReviewProcedures

8.1 Claims Procedure. Any personor entity who hasnot receivedbenefitsunder this
Agreementthatheor shebelievesshouldbedistributed(claimant) shallmakea claim for such
benefitsasfollows:

8.1.1 Initiation — Written Claim. Theclaimantinitiatesa claim by submittingto the
Companyawrittenclaim for thebenefits.

8.1.2 Timingof CompanyResponse.The Companyshall respondto suchclaimant
within 90 days after receiving the claim. If the Company determinesthat special
circumstancesrequireadditionaltime for processingtheclaim,theCompanycanextendthe
responseperiodby anadditional90 daysby notifying theclaimantin writing, prior to the

8



end of the initial 90-day period that an additional period is required. The notice of
extensionmust set forth the special circumstancesand the dateby which the Company
expectsto renderits decision.

8.1.3 Notice of Decision. If the Companydeniespart or all of the claim, the
Companyshallnotify theclaimant in writing of suchdenial. TheCompanyshallwrite the
notificationin amannercalculatedto beunderstoodby theclaimant. Thenotificationshall
setforth:

(a) Thespecificreasonsfor thedenial,
(b) A referenceto the specific provisionsof this Agreementon which the

denialis based,
(c) A descriptionofanyadditional informationor materialnecessaryforthe

claimantto perfecttheclaim andanexplanationofwhy it is needed,
(d) An explanation of this Agreementsreview proceduresand the time

limits applicableto suchprocedures,and
(e) A statementof theclaimantsright to bring a civil action underERISA

Section502(a)following anadversebenefitdeterminationonreview.

8.2 ReviewProcedure. If theCompanydeniespartor all ofthe claim,theclaimantshall
havetheopportunityfor afull andfair reviewby theCompanyofthe denial,asfollows:

8.2.1 Initiation — Written Request.To initiate the review, the claimant,within 60
daysafterreceivingthe Companysnoticeof denial,mustfile with theCompanya written
requestforreview.

8.2.2 AdditionalSubmissions— InformationAccess. Theclaimant shall thenhave
the opportunity to submit written comments,documents,recordsand other information
relatingto theclaim. TheCompanyshallalsoprovidetheclaimant,uponrequestandfree
ofcharge,reasonableaccessto, andcopiesof, all documents,recordsandotherinformation
relevant(asdefinedin applicableERISA regulations)to theclaimantsclaim for benefits.

8.2.3 ConsiderationsonReview. In consideringthereview,theCompanyshalltake
into account all materialsand information the claimant submits relating to the claim,
without regardto whethersuchinformation was submittedor consideredin the initial
benefitdetermination.

8.2.4 Timing ofCompanyResponse.TheCompanyshall respondin writing to such
claimantwithin 60 daysafterreceivingtherequestfor review. If the Companydetermines
that special circumstancesrequireadditional time for processingthe claim, the Company
can extendthe responseperiod by an additional 60 daysby notifying the claimant in
writing, prior to the end of the initial 60-dayperiodthat anadditionalperiodis required.
Thenoticeof extensionmust setforth thespecialcircumstancesandthedateby which the
Companyexpectsto renderits decision.
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8.2.5 Notice ofDecision. The Companyshall notify the claimantin writing of its
decisionon review. TheCompanyshallwrite thenotification in a mannercalculatedto be
understoodby theclaimant. Thenotificationshallsetforth:

(a) Thespecificreasonsfor thedenial,
(b) A referenceto the specific provisionsof this Agreementon which the

denialis based,
(c) A statementthatthe claimantis entitledto receive,uponrequestandfree

of charge,reasonableaccessto, and copiesof, all documents,records and other
information relevant(asdefinedin applicableERISA regulations)to the claimants
claim forbenefits,and

(d) A statementof the claimantsright to bring a civil action underERISA
Section502(a).

Article 9
Amendmentsand Termination

9.1 Amendment.TheCompanycanamendthis Agreementatany time with respectto the
Executive,by action of its Board. However,no suchamendmentshall changeany right or
benefitto which theExecutiveorBeneficiaryhasbecomeentitledunderArticles4 or 5.

9.2 Termination. TheCompanyreservestheright to terminatetheAgreementat anytime
with respectto the Executive, by action of its Board. Upon suchtermination, the Deferral
Accountbalanceshall be distributed to the Executivein a lump sum within thirty (30) days
following theearlierof:

(a) Separationfrom Service;
(b) Death;
(c) Suchtime aspermittedby the Secretaryunderregulationsissuedpursuantto Section

409AoftheCode.

Article 10
Administration of Agreement

10.1 Plan Administrator Duties. This Agreement shall be administeredby a Plan
Administratorwhich shall consistof suchcommitteeor person(s)asthe Board shall appoint.
The PlanAdministratorshallalsohavethediscretionandauthorityto (i) make,amend,interpret
andenforceall appropriaterulesandregulationsfor theadministrationofthisAgreementand(ii)
decideor resolveany andall questionsincluding interpretationsofthis Agreement,asmayarise
in connectionwith theAgreement.

10.2 Agents. In theadministrationofthis Agreement,thePlanAdministratormayemploy
agentsanddelegateto themsuchadministrativedutiesasit seesfit, (including actingthrougha
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duly appointedrepresentative),and may from time to time consultwith counselwho may be
counselto theCompany.

10.3 BindingEffectofDecisions. The decisionor action of the PlanAdministratorwith
respectto anyquestionarisingoutof or in connectionwith the administration,interpretation,and
applicationof theAgreementandtherulesandregulationspromulgatedhereundershallbe final
and conclusiveand binding upon the Executiveand all personshaving any interest in the
Agreement.

10.4 IndemnityofPlan Administrator. The Companyshall indemnify andhold harmless
themembersof thePlanAdministratoragainstany andall claims,losses,damages,expenses,or
liabilities arising from any actionor failure to actwith respectto this Agreement,exceptin the
caseofwillful misconductbythePlanAdministratororanyof its members.

10.5 CompanyInformation. To enablethePlanAdministratorto performits functions,the
Companyshall supply full and timely information to the Plan Administrator on all matters
relating to the compensationof the Executive,the dateand circumstancesof the retirement,
Disability, death, or Separationfrom Service of the Executive, and such other pertinent
informationasthePlanAdministratormayreasonablyrequire.

Article 11
Miscellaneous

11.1 Binding Effect. This Agreementshall bind the Executiveand the Company,and
theirbeneficiaries,survivors,executors,successors,administratorsandtransferees.

11.2 No GuaranteeofEmployment.This Agreementis not acontractfor employment. It
doesnot givetheExecutivetheright to remainanemployeeoftheCompany,nordoesit interfere
with the Companysright to dischargethe Executive. It also doesnot requirethe Executiveto
remainanemployeenorinterferewith theExecutivesright to separatefrom serviceatany time.

11.3 Non-Transferability.Benefits under this Agreementcannotbe sold, transferred,
assigned,pledged,attachedor encumberedin anymanner.

11.4 Tax Withholding. The Companyshall withhold any taxesthat are requiredto be
withheld from the benefitsprovidedunder this Agreement. Further, Deferralsmadeunderthis
Agreementwill be reportedto the IRS on the ExecutivesW-2 form, in accordancewith
applicableCodesections.

11.5 ApplicableLaw. TheAgreementandall rightshereundershallbegovernedby the
lawsofthe StateofMinnesota,exceptto theextentpreemptedby thelawsoftheUnitedStatesof
America.
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11.6 UnfundedArrangement. The Executiveand beneficiary are general unsecured
creditorsof the Companyfor the distribution of benefitsunder this Agreement. The benefits
representthemerepromiseby theCompanyto distributesuchbenefits.Therightsto benefitsare
not subject in any mannerto anticipation, alienation, sale, transfer, assignment,pledge,
encumbrance,attachment,orgarnishmentby creditors. Any insuranceon theExecutiveslife is a
generalassetof the Companyto which the Executiveand beneficiaryhave no preferredor
securedclaim.

11.7 Reorganization. TheCompanyshallnot mergeor consolidateinto orwith another
company,or reorganize,or sell substantiallyall of its assetsto anothercompany,firm, or person
unlesssuchsucceedingor continuingcompany,firm, or personagreesto assumeand discharge
the obligationsof the Companyunder this Agreement. Upon theoccurrenceof suchevent,the
termCompanyasusedin this Agreementshallbedeemedto referto thesuccessoror survivor
company.

11.8 Entire Agreement. This Agreementconstitutestheentire agreementbetweenthe
Companyand the Executive as to the subjectmatter hereof. No rights are grantedto the
Executiveby virtueofthis Agreementotherthanthosespecificallysetforth herein.

IN WITNESS WHEREOF,the Executiveand a duly authorizedCompanyofficer have
signedthisAgreement.

EXECUT COMPANY:

PRIME SECURITY BANK

i auY~ ~
Title C~~c7
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EXHIBIT 1

PRIME SECURITY BANK

EXECUTIVE INCENTIVE RETIREMENT AGREEMENT

Individual PerformanceGoals for Year 2005

Date ~ ~ 5

Executive j)A~ ~ ~ ~ ~ a ~

PlanAdministrator /1 ~ ~ •t~& 7~

GOALS:

Manageandprovidetheboardofdirectorsinformationin thefollowing areas;
Capital
Liquidity
Net InterestMargin
Asset/Liability
InterestRateRisk
Compliance
InternalAudit
BankSecurity
InformationSecurity
EfficiencyRatio

To managein achievinggoalsestablishedin the2005 StrategicPlan;
Financial: AchieveaROA of 1.30%andROE of 15%

MaintainCapitalat awell capitalizedstatus
MaintainLiquidity over10%
RealizeaNIM of4.50%orgreater
Net Incomeaftertax equivalentof$1,000,000

BalanceSheet: Loangrowthof32.4%/$20,680,000
Depositgrowthof 17%/$l1,700,000
PastDueslessthan2%
ClassifiedLoan/AdjustedCapitallessthan15%



EXHIBIT 2

PRIME SECURITY BANK
EXECUTIVE INCENTIVE RETIREMENTAGREEMENT

David Krause

RETURNON ASSETS
Bonus

If ROA is From To (aspercentageof salary)
1.00 1.24 2.5%
1.25 1.39 5.0%
1.40 1.49 7.5%
1.50 + 10.0%

Theabovechartis specificallysubjectto changeat the solediscretionofthePlanAdministrator;
provided,however,in theeventthePlanAdministratorexercisessuchdiscretionandchangesthe
abovechart,the Plan Administrator shall notify the Executivewithin thirty (30) daysof the
effectivedateofsuchchange.

Receivedandacknowledged:

XECU YE: COMPANY:

_______________________ PRIME SECURITYBANK
avid ~

Date: ~I) \o .

PrintName:/. L~ .,/V2.9 ~ ~ ~ €

Print Title: C ~c

Date: ~



BENEFICIARY DESIGNATION FORM

PRIME SECURITY BANK EXECUTIVE INCENTIVE RETIREMENT AGREEMENT

David Krause

I, ____________________________, designatethe following as beneficiary of benefits to be distributedunder
the Agreementfollowingmy death:

Prll~Y~~ t~ttWy foc:_%

______________________________________ ___%

Co gent: I
_________________________ SO%

b r~~tc~Q~ co_~
Notes:

• PleasePRINTCLEARLY or TYPE the namesof the beneficiaries.
• To name a trust asbeneficiary, pleaseprovide the name ofthe trustee(s)and the ~ nameand date

of the trust agreement.
• To nameyour estateas beneficiary, pleasewrite Estateof Ivour namel .

• Be aware that none of the contingent beneficiarieswill receiveanything unlessALL of the primary
beneficiariespredeceaseyou.

I understandthat I may change these beneficiary designationsby delivering a new written designationto the Plan
Administrator, which shall be effectiveonly uponreceipt andacknowledgmentby the PlanAdministrator prior to my
death. I further understandthat the designatio will be automatically revoked if thebeneficiarypredeceasesme, or,
if! have named pouseasbeneficiary an ur marriage is subsequentlydissolved.

Name: IML(A

Signature: ____________________________ Date: ~ ~

SPOUSAL CONSENT(Required if Spousenot namedbeneficiary):

I consentto the beneficiary designationabove,and acknowledgethat if! am named beneficiary andourmarriage is
subsequentlydissolved,the designationwill be automatically revoked.

SpouseName: _______________________________

Signature:_________________________________Date: _______

Receivedby the PlanAdmini tor this ~0 day of ~ .-~ , 2O~~

By: ____

Title: ~6O



Prepared 12/6/04

PRIME SECURITY BANK
EXECUTIVE INCENTIVE RETIREMENT AGREEMENT

THIS AGREEMENTis adoptedthis 7 day of ~ .~.E ,2005,by and
betweenPRIME SECURITY BANK, a state-charteredcommercialbank locatedin Karlstad,
Minnesota(theCompany),andSTEVE BLUM (theExecutive).

INTRODUCTION

To encouragethe Executiveto remain an employeeof the Company, the Companyis
willing to provide to the Executive a deferredincentive opportunity. The Company will
distributethebenefitsfromtheCompanysgeneralassets.

AGREEMENT

TheExecutiveandtheCompanyagreeasfollows:

Article 1

Definitions

Wheneverused in this Agreement,the following words and phrasesshall have the
meaningsspecified:

1.1 Beneficiarymeanseachdesignatedperson,orthe estateofthedeceasedExecutive,
entitledto benefits,if any,uponthedeathoftheExecutivedeterminedpursuantto Article 6.

1.2 BeneficiaryDesignationForm meansthe form establishedfrom timeto time by the
PlanAdministratorthatthe Executivecompletes,signs,andreturnsto thePlanAdministratorto
designateoneormoreBeneficiaries.

1.3 Change in Control meansa changein the ownershipor effective control of a
corporation,or in the ownershipof a substantialportionofthe assetsof thecorporation,assuch
changeis defined

(i) in Section280GoftheCodeandregulationsthereunder;or
(ii) if morerestrictive,in Section409AoftheCodeandregulationsthereunder.

1.4 CodemeanstheInternalRevenueCodeof 1986,asamended.

1.5 Disability meansthe Executive(i) is unableto engagein any substantialgainful
activity by reasonof any medicallydeterminablephysicalor mentalimpairmentwhich can be
expectedto resultin deathor canbeexpectedto lastfor a continuousperiodof not lessthan 12
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months,or(ii) is, by reasonofanymedicallydeterminablephysicalormentalimpairmentwhich
canbeexpectedto result in deathor canbeexpectedto last for a continuousperiodof not less
than12 months,receivingincomereplacementbenefitsfor a periodof not lessthan3 months
underan accidentand healthplan coveringemployeesof the Executivesemployer. Medical
determinationofDisability may bemadeby either the Social SecurityAdministrationor by the
providerof an accidentorhealthplan coveringemployeesofthe Executivesemployer. Upon
therequestofthePlanAdministrator,theExecutivemust submitproofto thePlanAdministrator
ofSocialSecurityAdministrationsortheprovidersdetermination.

1.6 NormalRetirementAgemeanstheExecutives65th birthday.

1.7 PlanAdministratormeanstheplanadministratordescribedin Article 10.

1.8 PlanYearmeansthecalendaryear.

1.9 ReturnOnAssetsmeanstheCompanysafter-taxnet incomeattheendof themost
recent fiscal year, before distribution of any common stock dividends and adjustedfor
extraordinaryitems, divided by the Companysaverageassetsfor the same fiscal year, as
determinedby the Companysindependentauditorbaseduponcertifiedfinancial statementsfor
thepertinentyear.

1.10 Secretarymeansthe SecretaryoftheUnitedStatesDepartmentoftheTreasury.

1.11 Separationfrom Servicemeansthat theExecutivesservice,eitherasanemployee
or independentcontractor, to the Companyor any memberof a controlled groupto which the
Companybelongs,has terminatedfor any reason,other thanby reasonof a leaveof absence
approvedby theCompany.

Article 2
Incentive Award

2.1 Award Criteria. In order for the Executiveto be eligible to receivean Incentive
Award,thefollowing two criteriamustbemet:

(1) The Executivemust meet the Individual PerformanceGoalsset forth on the
chartattachedasExhibit 1. If theExecutivemeetsboth IndividualPerformance
Goals, the Executivewill be eligible for 100 percentof the Returnon Assets
(ROA) awardamountdeterminedunderSection2.1(2); if theExecutivemeets
one Individual PerformanceGoal, the Executivewill be eligible for 50 percent
of the ROA awardamountdeterminedunder Section2.1(2); if the Executive
meetsno Individual PerformanceGoals,theExecutivewill notbe eligible for an
IncentiveAward;

and
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(2) The Companymustmeetits ROA goalsetforth on thechartattachedasExhibit
2.

For example,if the Executivehasmet both Individual PerformanceGoals for Plan Year 1, and
the CompanysROA is aboveonepercent(1%)during that Plan Year, the Executivewill have
satisfiedbothAward Criteriaandbeeligible to receivean IncentiveAward forthat PlanYear.

2.2 AwardAmount. if theExecutivehasmet theAward Criteriasetforth in Section2.1,
the ROA percentagedeterminedas of December31 of each Plan Year shall determinethe
ExecutivesIncentiveAward in accordancewith the chart detailedin Exhibit 2. The chart is
specificallysubjectto changeatthe solediscretionofthePlanAdministrator;provided,however,
in the eventthe Plan Administratorexercisessuchdiscretion and changesthe chart,the Plan
Administratorshall notify the Executivewithin thirty (30) daysof the effectivedateof such
change. EachIncentiveAward shallbe creditedto theDeferralAccountasof December31 of
thePlanYearfor whichtheawardis made.

Using the information from Section 2.1 and a $50,000salary asan example,the following
calculationshalldemonstratetheExecutivesIncentiveAwardAmount:

PlanYear 1 ROA 1.26%
PercentageofSalarywith 1.26%ROA 5.00%

5.00%
ExecutivesSalary x $50,000
Incentive Award Amount = $2,500

2.3 IncentiveDeferral. On December31 of eachPlanYear, theCompanyshalldeclare
andaccruetheIncentiveAwardto theDeferralAccount.

Article 3
Deferral Account

3.1 Establishingand Crediting. TheCompanyshall establisha DeferralAccounton its
booksfortheExecutive,andshallcreditto theDeferralAccountthefollowing amounts:

3.1.1 Deferrals.TheIncentiveDeferralasdeterminedunderArticle 2.

3.1.2 Interest. On December31 of eachPlan Yearand immediatelyprior to the
distribution of any benefits, interest shall be creditedto the accountbalancesince the
precedingcredit under this Section3.1.2, if any, at anannualratedeterminedby thePlan
Administratorin its solediscretion,compoundedmonthly. Theinitial interest rate shall be
equalto theone yearcertificateof deposityield offeredby the Companyasof January1,
2005.
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3.2 StatementofAccounts.TheCompanyshallprovideto theExecutive,within 120 days
aftertheend ofeachPlanYearthis Agreementis in effect,a statementsettingforth theDeferral
Accountbalance.

3.3 AccountingDevice Only. The Deferral Account is solely a device for measuring
amountsto bedistributedunderthis Agreement. TheDeferralAccountis not a trust fundof any

kind. The Executiveis a generalunsecuredcreditor of the Companyfor the distribution of
benefits. The benefitsrepresentthe mereCompanypromiseto distributesuchbenefits. The
Executivesrights are not subject in any mannerto anticipation, alienation, sale, transfer,
assignment,pledge,encumbrance,attachment,orgarnishmentby theExecutivescreditors.

Article 4
Distributions During Lifetime

4.1 Normal RetirementBenefit. Upon Normal RetirementAge, the Companyshall
distributeto the Executivethe benefit describedin this Section4.1 in lieu of any otherbenefit
underthisAgreement.

4.1.1 AmountofBenefit. Thebenefitunderthis Section4.1 is theDeferralAccount
balanceattheExecutivesNormalRetirementAge.

4.1.2 Distribution of Benefit. The Companyshall distribute the benefit to the
Executivein 120 consecutive,roughlyequalmonthly installmentscommencingon thefirst
day of the monthfollowing theExecutivesNormalRetirementAge. The Companyshall
continueto credit interestpursuantto Section 3.1.2 on the remaining accountbalance
during any applicableinstallmentperiod. Upon a changein the interest rate, benefit
distributionswill berecalculatedannually.

4.2 Early Termination Benefit. Upon Separationfrom Service prior to the Normal
RetirementAge for reasonsother thandeath,Changein Control, or Disability, the Company
shall distribute to the Executivethe benefit describedin this Section4.2 in lieu of any other
benefitunderthis Agreement.

4.2.1 AmountofBenefit. Thebenefitunderthis Section4.2 is the DeferralAccount
balance at the ExecutivesSeparationfrom Service, subject to the following vesting
schedule:

End of Plan Year VestedPercentage
1 10%
2 20%
3 30%
4 40%
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5 50%
6 60%
7 70%
8 80%
9 90%
10 100%

4.2.2 Distribution ofBenefit. If Separationfrom Serviceoccurs within ten years

afterthedateof this Agreement,the Companyshalldistributethebenefitto the Executive
in a lump sum within one year following Separationfrom Service. If Separationfrom
Serviceoccursmore than ten yearsafterthe dateof this Agreement,the Companyshall
distribute the benefit to the Executive in 120 consecutive, roughly equal monthly
installmentscommencingon the first dayof themonthfollowing Separationfrom Service.
The Companyshall continueto credit interestpursuantto Section3.1.2 on theremaining
accountbalanceduringanyapplicableinstallmentperiod.

4.3 Disability Benefit. If theExecutiveterminatesemploymentdueto Disability prior to
theNormal RetirementAge, the Companyshalldistributeto the Executivethebenefitdescribed
in this Section4.3 in lieu ofanyotherbenefitunderthisAgreement.

4.3.1 AmountofBenefit. Thebenefitunderthis Section4.3 is theDeferralAccount
balanceat theExecutivesSeparationfrom Service.

4.3.2 Distribution ofBenefit. If Separationfrom Serviceoccurswithin ten years
afterthe dateofthis Agreement,the Companyshalldistributethebenefitto theExecutive
in a lump sum within 90 days following Separationfrom Service. If Separationfrom
Serviceoccursmore thanten yearsafterthe dateof this Agreement,the Companyshall
distribute the benefit to the Executive in 120 consecutive,roughly equal monthly
installmentscommencingon the first day of themonthfollowing Separationfrom Service.
The Companyshallcontinueto credit interestpursuantto Section3.1.2 on the remaining
accountbalanceduringanyapplicableinstallmentperiod.

4.4 Change in Control Benefit. Upon Separationof Service following a Changein
Control,theCompanyshalldistributeto theExecutivethe benefitdescribedin this Section4.4 in
lieu ofanyotherbenefitunderthisAgreement.

4.4.1 AmountofBenefit. Thebenefitunderthis Section4.4 is theDeferralAccount
balanceat the ExecutivesSeparationfrom Service,plus anamountthat whenaddedto the
Deferral Account Balance,the resulting total amountwould not exceed2.99 times the
Executives averagesalaryfor thefive yearspreviousto Separationfrom Service.

4.4.2 Distribution ofBenefit. If Separationfrom Serviceoccurs within ten years
afterthedateof this Agreement,the Companyshall distributethe benefitto the Executive
in a lump sum within 90 days following Separationfrom Service. If Separationfrom
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Serviceoccursmore thanten yearsafterthe dateof this Agreement,the Companyshall
distribute the benefit to the Executive in 120 consecutive, roughly equal monthly
installmentscommencingon thefirst day ofthemonthfollowing Separationfrom Service.
The Companyshallcontinueto credit interestpursuantto Section3.1.2 on theremaining
accountbalanceduringany applicableinstallmentperiod.

4.5 Restriction on Timing of Distribution. Notwithstandingany provision of this
Agreementto the contrary, if the Companyis publicly-tradedon an establishedexchangeor
otherwise,andif the Executiveis considereda key employee,asdefinedin Section416(i) of
theCode,distributionunderSections4.2, 4.4 or 9.2(a)maynot commenceearlierthan6 months
afterthedateof Separationfrom Service.

Article 5
Distributions at Death

5.1 DeathDuringActiveService. If the Executivedieswhile in theactiveserviceofthe
Company,the Companyshall distributeto the Beneficiarythebenefit describedin this Section
5.1 in lieu ofanybenefitsunderArticle 4.

5.1.1 Amountof Benefit. The benefit under Section 5.1 is the greaterof: a) the
DeferralAccountbalance;orb) FiveHundredThousandDollars ($500,000).

5.1.2 Distribution of Benefit. The Companyshall distribute the benefit to the
Beneficiaryin 120 consecutive,roughly equalmonthly installmentscommencingon the
first dayofthemonthfollowing the Executivesdeath.

5.2 Death During Distribution of a Benefit. If the Executive dies after any benefit
distributionshavecommencedunderthis Agreementbut beforereceivingall suchdistributions,
the Companyshalldistributetheremainingbenefitsto theBeneficiaryatthesametimeandin the
sameamountstheywouldhavebeendistributedto theExecutivehadtheExecutivesurvived.

5.3 Death After Separation from Service But Before Distribution of a Benefit
Commences.If theExecutiveis entitled to a benefitunderthis Agreement,but diesprior to the
commencementof said benefit distributions, the Companyshall distribute the samebenefit
distributionsto theBeneficiarythat the Executivewas entitled to prior to deathexceptthat the
benefit distributions shall commenceon the first day of the month following the dateof the
Executivesdeath.

Article 6
Beneficiaries

6.1 BeneficiaryDesignation. TheExecutiveshallhavetheright, at anytime, to designate
a Beneficiary(ies)to receiveany benefitdistributionsunderthis Agreementuponthedeathofthe
Executive. The Beneficiarydesignatedunderthis Agreementmay be the sameasor different
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from the beneficiarydesignationunder any otherbenefit plan of the Companyin which the
Executiveparticipates.

6.2 BeneficiaryDesignation:Change. The Executiveshall designatea Beneficiaryby
completing and signing the Beneficiary DesignationForm, and delivering it to the Plan
Administrator or its designatedagent. The Beneficiary designation shall be deemed
automaticallyrevokedif the Beneficiarypredeceasesthe Executiveor if theExecutivenamesa
spouseasBeneficiaryandthemarriageis subsequentlydissolved. TheExecutiveshallhavethe
right to changea Beneficiaryby completing,signingandotherwisecomplyingwith the termsof
theBeneficiaryDesignationForm andthe PlanAdministratorsrulesandprocedures,asin effect
from time to time. Upon the acceptanceby the Plan Administrator of a new Beneficiary
DesignationForm, all Beneficiarydesignationspreviously filed shall be cancelled. The Plan
Administrator shall be entitled to rely on the last BeneficiaryDesignationForm filed by the
Executiveandacceptedby thePlanAdministratorprior to theExecutivesdeath.

6.3 Acknowledgment.No designationor changein designationof a Beneficiaryshall be
effectiveuntil received,acceptedandacknowledgedin writing by the PlanAdministratoror its
designatedagent.

6.4 No BeneficiaryDesignation. If the Executive dies without a valid beneficiary
designation,or if all designatedBeneficiariespredeceasethe Executive,then the Executives
spouseshallbethedesignatedBeneficiary. If theExecutivehasno survivingspouse,thebenefits
shallbemadeto thepersonalrepresentativeoftheExecutivesestate. If thebenefitsaremadeto
the personalrepresentativeof the Executivesestate,the Companyshall havethe option of
distributingthebenefitsin a lump sum.

6.5 Facility ofDistribution. If thePlanAdministratordeterminesin its discretionthat a
benefit is to bedistributedto a minor, to apersondeclaredincompetent,or to apersonincapable
of handling the disposition of that personsproperty, the Plan Administrator may direct
distribution of suchbenefit to the guardian,legal representativeor personhaving the careor
custodyof suchminor, incompetentpersonor incapableperson. The Plan Administratormay
requireproofof incompetence,minority or guardianshipasit may deemappropriateprior to
distributionofthebenefit. Any distributionof abenefitshallbea distributionforthe accountof
the ExecutiveandtheBeneficiary,asthecasemaybe,andshallbea completedischargeof any
liability undertheAgreementfor suchdistributionamount.

Article 7
General Limitations

7.1 Terminationfor Cause. Notwithstandingany provision of this Agreementto the
contrary, the Companyshall not distributeany benefit under this Agreementif the Company
terminatestheExecutivesemploymentfor:

(a) Grossnegligenceorgrossneglectofdutiesto theCompany;
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(b) Convictionof a felony or of a grossmisdemeanorinvolving moralturpitudein
connectionwith theExecutivesemploymentwith the Company;

(c) Fraud, disloyalty, dishonestyor willful violation of any law or significant
Companypolicy committedin connectionwith the Executivesemploymentandresulting
in an adverseeffecton the Company;or

(d) Issuanceof anorder for removalof the Executiveby the Companysbanking
regulators.

7.2 Suicideor Misstatement. The Companyshall not distributeany benefit under this
Agreementif the Executivecommitssuicidewithin threeyearsafterthedateof this Agreement.
In addition, theCompanyshallnot distributeanybenefitunderthis Agreementif theExecutive
hasmadeanymaterialmisstatementof factonanemploymentapplicationorresumeprovidedto
theCompany,or onanyapplicationfor any benefitsprovidedby theCompanyto theExecutive.

7.3 CompetitionAfterSeparationfromService. The Company shall not distribute
any benefit underthis Agreementif the Executive,within 24 monthsfollowing Separationfrom
Service,without the prior written consentof the Company,engagesin, becomesinterestedin,
directly or indirectly, as a sole proprietor,as a partnerin a partnership,or as a substantial
shareholderin a corporation,orbecomesassociatedwith, in the capacityofemployee,director,
officer, principal,agent,trusteeor in anyothercapacitywhatsoever,anyenterpriseconductedin
the tradingarea(a 25 mile radiusoftheCompanyor anyof its affiliatesor subsidiaries)ofthe
businessof the Company,which enterpriseis, or may deemedto be, competitivewith any
businesscarriedon by the CompanyasofthedateofterminationoftheExecutivesemployment
or retirement. This sectionshall not apply following a Changein Control. If the Executive
violatestheprovisionsofthis Section7.3, the Companyshallhavetheright to suetheExecutive
to recoverany benefitsdistributedundertheAgreement.

7.4 No WithdrawalElection. Exceptasexpresslyprovidedherein,theExecutivemaynot
elect,atany time,to withdrawany portionoftheDeferralAccountbalance.

Article 8
Claims and ReviewProcedures

8.1 Claims Procedure. Any personor entity who hasnot receivedbenefitsunder this
Agreementthatheorshebelievesshouldbedistributed(claimant)shallmakea claimfor such
benefitsasfollows:

8.1.1 Initiation — Written Claim. Theclaimantinitiatesaclaim by submittingto the
Companyawrittenclaimforthebenefits.

8.1.2 Timing ofCompanyResponse. TheCompanyshall respondto suchclaimant
within 90 days after receiving the claim. If the Company determinesthat special
circumstancesrequireadditionaltime forprocessingtheclaim, theCompanycanextendthe
responseperiodby an additional 90 daysby notifying the claimant in writing, prior to the
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end of the initial 90-day period that an additional period is required. The notice of
extensionmust set forth the specialcircumstancesand the dateby which the Company
expectsto renderits decision.

8.1.3 Notice of Decision. If the Companydeniespart or all of the claim, the
Companyshallnotify theclaimantin writing of suchdenial. TheCompanyshallwrite the
notification in a mannercalculatedto beunderstoodby the claimant. Thenotification shall
setforth:

(a) Thespecificreasonsforthedenial,
(b) A referenceto the specific provisionsof this Agreementon which the

denialis based,
(c) A descriptionofany additionalinformationormaterialnecessaryfor the

claimantto perfect theclaim andanexplanationofwhy it is needed,
(d) An explanationof this Agreementsreview proceduresand the time

limits applicableto suchprocedures,and
(e) A statementof the claimantsright to bring a civil actionunderERISA

Section 5 02(a)following anadversebenefitdeterminationon review.

8.2 ReviewProcedure. If the Company deniespartor all of theclaim, theclaimantshall
havetheopportunityfora full andfair reviewby theCompanyofthedenial,asfollows:

8.2.1 Initiation — Written Request.To initiate thereview, the claimant,within 60
daysafterreceivingthe Companysnotice ofdenial, mustfile with the Companyawritten
requestfor review.

8.2.2 AdditionalSubmissions— InformationAccess. The claimantshall thenhave
the opportunity to submit written comments, documents,recordsand other information
relatingto theclaim. TheCompanyshall alsoprovide theclaimant,uponrequestandfree
of charge, reasonableaccessto, andcopiesof, all documents,recordsandotherinformation
relevant(asdefinedin applicableERISAregulations)to theclaimantsclaim forbenefits.

8.2.3 Considerationson Review. In considering the review, theCompanyshall take
into accountall materialsand information the claimant submits relating to the claim,
without regardto whethersuch information was submittedor consideredin the initial
benefitdetermination.

8.2.4 Timing ofCompanyResponse.TheCompanyshall respondin writing to such
claimantwithin 60 daysafterreceiving the requestfor review. If theCompanydetermines
that special circumstances require additional time for processingthe claim, the Company
can extend the responseperiod by an additional 60 daysby notifying the claimant in
writing, prior to the endof the initial 60-dayperiodthat an additionalperiodis required.
Thenotice of extension must set forth thespecialcircumstancesandthedateby whichthe
Companyexpectsto render its decision.
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8.2.5 Notice ofDecision. TheCompanyshallnotify theclaimant in writing of its
decisionon review. TheCompanyshallwrite thenotification in amannercalculatedto be
understoodby theclaimant. Thenotificationshallsetforth:

(a) Thespecificreasonsfor thedenial,
(b) A referenceto the specific provisionsof this Agreementon which the

denialis based,
(c) A statementthattheclaimantis entitledto receive,uponrequestandfree

of charge,reasonableaccessto, and copiesof, all documents,recordsand other
information relevant(asdefined in applicableERISA regulations)to the claimants
claim for benefits,and

(d) A statementofthe claimantsright to bring a civil actionunderERISA
Section502(a).

Article 9
Amendmentsand Termination

9.1 Amendment.TheCompanycanamendthisAgreementat any timewith respectto the
Executive, by action of its Board. However, no suchamendmentshall changeany right or
benefitto whichtheExecutiveorBeneficiaryhasbecomeentitledunderArticles4 or 5.

9.2 Termination. TheCompanyreservestheright to terminate theAgreementat any time
with respectto the Executive,by action of its Board. Upon suchtermination, the Deferral
Account balanceshall be distributedto the Executive in a lump sum within thirty (30) days
following theearlierof:

(a) Separationfrom Service;
(b) Death;
(c) Suchtime aspermittedby theSecretaryunderregulationsissuedpursuantto Section

409Aof theCode.

Article 10
Administration of Agreement

10.1 Plan Administrator Dulles. This Agreementshall be administered by a Plan
Administratorwhich shall consist of suchcommittee or person(s) as the Board shall appoint.
ThePlanAdministratorshallalsohavethediscretion andauthority to (i) make, amend,interpret
andenforceall appropriaterulesandregulationsfor theadministrationofthisAgreementand(ii)
decideor resolveanyandall questionsincluding interpretationsof this Agreement,asmayarise
in connectionwith theAgreement.

10.2 Agents. In theadministration of thisAgreement,thePlanAdministratormay employ
agentsanddelegateto themsuchadministrativedutiesas it seesfit, (includingactingthrougha
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duly appointedrepresentative),and may from time to time consultwith counselwho may be
counselto theCompany.

10.3 BindingEffectofDecisions. The decisionor actionof the Plan Administratorwith
respectto anyquestionarisingout of or in connectionwith theadministration,interpretation,and
applicationof theAgreementandthe rules andregulationspromulgatedhereundershallbe final
and conclusiveand binding upon the Executive and all personshaving any interest in the
Agreement.

10.4 IndemnityofPlan Administrator. The Companyshall indemnify andhold harmless
the membersof thePlan Administratoragainstanyandall claims,losses,damages,expenses,or
liabilities arisingfrom anyactionor failure to actwith respectto this Agreement,exceptin the
caseof willful misconductby thePlan Administratoror anyof its members.

10.5 CompanyInformation. To enablethePlanAdministratorto perform its functions,the
Companyshall supply full and timely information to the Plan Administrator on all matters
relating to the compensationof the Executive, the dateand circumstancesof the retirement,
Disability, death, or Separationfrom Service of the Executive, and such other pertinent
informationas thePlanAdministratormayreasonablyrequire.

Article 11
Miscellaneous

11.1 Binding Effect. This Agreementshall bind the Executiveand the Company,and
theirbeneficiaries,survivors,executors,successors,administratorsandtransferees.

11.2 NoGuaranteeofEmployment.ThisAgreementis notacontractfor employment.It
doesnot givetheExecutivetheright to remainanemployeeoftheCompany,nordoesit interfere
with the Companysright to dischargetheExecutive. It alsodoesnot requirethe Executiveto
remainanemployeenorinterferewith theExecutivesright to separatefrom serviceatanytime.

11.3 Non-Transferability.Benefits under this Agreementcannotbe sold, transferred,
assigned,pledged,attachedorencumberedin anymanner.

11.4 Tax Withholding. The Companyshall withhold any taxesthat are requiredto be
withheld from the benefitsprovidedunderthis Agreement. Further,Deferralsmadeunderthis
Agreementwill be reportedto the IRS on the ExecutivesW-2 form, in accordancewith
applicableCodesections.

11.5 ApplicableLaw. The Agreementandall rightshereundershall begovernedby the
lawsofthe StateofMinnesota,exceptto theextentpreemptedbythelawsoftheUnitedStatesof
America.
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11.6 UnfundedArrangement. The Executiveand beneficiaryare general unsecured
creditorsof the Companyfor the distribution of benefitsunder this Agreement. The benefits
representthemerepromiseby theCompanyto distributesuchbenefits.Therightsto benefitsare
not subject in any mannerto anticipation, alienation, sale, transfer, assignment,pledge,
encumbrance,attachment,or garnishmentby creditors. Any insuranceon theExecutiveslife is a
generalassetof the Companyto which the Executiveand beneficiaryhave no preferredor
securedclaim.

11.7 Reorganization. The Companyshallnot mergeor consolidateinto orwith another
company,orreorganize,or sell substantiallyall of its assetsto anothercompany,firm, orperson
unlesssuchsucceedingor continuingcompany,firm, or personagreesto assumeand discharge
theobligationsofthe Companyunderthis Agreement. Uponthe occurrenceof suchevent,the
termCompanyasusedin thisAgreementshallbedeemedto referto thesuccessoror survivor
company.

11.8 Entire Agreement. This Agreementconstitutesthe entire agreementbetweenthe
Companyand the Executiveas to the subject matter hereof. No rights are grantedto the
Executiveby virtue of thisAgreementotherthanthosespecificallyset forth herein.

IN WITNESS WHEREOF,the Executiveand a duly authorizedCompanyofficer have
signedthis Agreement.

EXECUTIVE: COMPANY:

/ PRIME SECURITY BANK

~eveBlu~~ ~
Title ~
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BENEFICIARY DESIGNATION FORM

PRIME SECURITY BANK EXECUTIVE INCENTIVE RETIREMENT AGREEMENT

SteveBlum

i, f~1~J~>~J(L, J~L_LL(&~ , designatethefollowing as beneficiaryof benefits to be distributedunder
the Agreementfollowing my death:

Contingey~ ~. ~ ~ ___%

94~~ ~
• PleasePRThITCLEARLY or TYPE the namesof the beneficiaries.
• To namea trust as beneficiary, pleaseprovide the nameof the trustee(s)and the~ nameand date

of the trust agreement.
• To nameyour estateas beneficiary, pleasewrite Estate of Ivour namel .

• Be aware that none of the contingent beneficiarieswill receiveanything unlessALL of the primary
beneficiariespredeceaseyou.

I understandthat I may change thesebeneficiary designationsby delivering a new written designationto the Plan
Administrator, which shall be effective only upon receipt andacknowledgmentby the PlanAdministrator prior to my
death. I further understandthat the designationswill be automatically revoked if the beneficiarypredeceasesme, or,
if I have namedmy spouseasbeneficiary andourmarriage is subsequentlydissolved.

Name: ~
Signature: ~ £~_-. Date: ______

SPOUSAL CONSENT (Required if Spousenot named beneficiary):

/ <~. ~I consentto the beneficiary designationabove,and acknowledgethat if I am named beneficiary and our marriage is
~ubsequentlydissolved,the designationwill be automatically revoked.

/ M;tv\
~VJ [ ~PouseName:

~ Signature:_______________________________Date: _______

Receivedby thePlanAdministratorthis 5 dayof 3
C~ Al , 2O~~

By: ___

Title: ~



EXHIBIT 1

PRIME SECURITY BANK

EXECUTIVE INCENTIVE RETIREMENT AGREEMENT

Individual PerformanceGoals for Year 2005

Date (e/1 (O~

Executive 3~1jL_~

PlanAdministrator L-. L-iL~

GOALS:

Monitor andprovidetheboardof directorsinformationto managethefollowing areas;
Capital
Liquidity
Net InterestMargin
Asset/Liability
InterestRateRisk
Compliance
InternalAudit
BankSecurity
InformationSecurity
Operations/Retail
EfficiencyRatio

To assistin achievinggoalsestablishedin the2005StrategicPlan;
Financial: AchieveaROAof 1.15%andROE of 15%

MaintainCapitalata well capitalizedstatus
MaintainLiquidity over 10%
RealizeaNIM of4.50%orgreater
Transitionfrom aC-Corpto S-Corp

OperationsandTechnology: EstablishaSatisfactoryComplianceratingfrom
theregulatoryexaminers.



HumanResources: Providethecompensation,benefits,andworkenvironment
essentialattractingandretainingaknowledgeableand
dedicatedstaffofprofessionalemployees.

____________________Date__________
x tive

_________________Date________
PlanAdnilnistrator(



EXHIBIT 2

PRIME SECURITY BANK
EXECUTIVE INCENTIVE RETIREMENT AGREEMENT

SteveBlum

RETURN ON ASSETS
Bonus

If ROA is From To (aspercentageof salary)
1.00 1.24 2.5%
1.25 1.39 5.0%
1.40 1.49 7.5%
1.50 + 10.0%

The abovechartis specificallysubjectto changeat thesolediscretionofthePlanAdministrator;
provided,however,in theeventthePlanAdministratorexercisessuchdiscretionandchangesthe
above chart, the Plan Administrator shall notify the Executivewithin thirty (30) daysof the
effectivedateofsuchchange.

Receivedandacknowledged:

EXE~UTIVE: COMPANY:

/ / PRIME SECURITYBANK

ate _________ ___ ~
PrintName:_____________________

Print Title: C ~ C)

Date:______________________
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