
UNITED STATES OF AMERICA 
Before The 

OFFICE OF THRIFT SUPERVISION 

In the Matter of 
1 
1 
) Re: Resolution No. SF-92-037 

FIRST BANK OF BEVERLY HILLS, SSB ) 
Beverly Hills, california ) Date: September 24, 1992 . 

1 

STIPULATION AND CONSENT TO ISSUANCE 
OF ORDER TO CEASE AND DESIST 

The Office of Thrift Supervision ("OTS9'), by and through its 

Regional Director for the West Region Office, OTS and FIRST BANK 

OF BEVERLY HILLS, SSB, Beverly Hills, ~alifornia, ('*FIRST BANK"), 

stipulate and agree as follows: 

1. consideration. 

(a) The OTS, based upon information obtained in the 

- '  .examil,ntion S U ~ T V ~ S T ; ~  process, is ct' .the ophior. -inat ' 
4 ,  . - ... 7 .  + * ' 

grounds exi2-L YiD 'initYath hn ahministrative cease-a?.*-desist ' *,',= - *-.- - 

proceeding against FIRST BANK pursuant to Section 8 (b) i s -  the 

Federal Deposit Insurance Act (llFDIAm), as amended by the 

Financial Institutions Reform, Recovery, and Enforcement Act of 

1989, Pub. L. No. 101-73, 103 Stat. 183 (l'FIRREA'l) (12 U.S.C. 

9 1818 (b) ) . FIRST BANK desires to cooperate with the OTS and to 

avoid the time and expense of such administrative litigation and, 

without admitting or denying that such grounds exist, hereby 

stipulates and agrees to the following terms in consideration of 

the forbearance by the OTS from initiating such administrative 

cease-and-desist litigation and the assessment of civil money 



penalties against FIRST BANK with respect to the matters 

contained in the accompanying Order to Cease and Desist 

(b) FIRST BANK acknowledges and agrees that this 

Stipulation and the accompanying Order do not compromise, settle, 

dismiss, resolve, or in any way affect any civil actions, charges 

against, or liability of FIRST BANK, or its institution- 

affiliated parties that arise pursuant to this action or 

otherwise, and that may be or have been brought by the RTC or any 

other governmental entity other than the OTS. 

(c) Subject to paragraph (a) above, FIRST BANK acknowledges 

and agrees that this proceeding and the consent to the entry of 

the Order are for the purposes of resolving this OTS enforcement 

action only, and do not resolve, affect or preclude any other 

0. c F - g f l  ci- crimim-i prcr~edings, or enforcement actions based YFS:I, 

,,. 7 -- >,- .=-nh-,.62+ - + -. - :different, newly discovered and/or additional 'fkbts, . 
. * 

actions based ups~r violation of the Order, which may be or have 

been brought against FIRST BANK or its institution-affiliated 

parties by the OTS or another governmental entity. 

(d) By signing this document, FIRST BANK agrees that it 

will not assert the execution of this Stipulation as a basis for 

the claim of double jeopardy in any pending or future proceeding 

brought by the United States Department of Justice or another 

governmental entity. 

2. Jurisdiction. 

(a) FIRST BANK is a Itsavings associationw within the 



meaning of Sec t ion  3  of t h e  FDIA and s e c t i o n  2 of t h e  Home 

Ownerst Loan A c t  ("HOLAI1) , a s  amended by FIRREA. Accordingly, it 

is a n  " insured  depos i to ry  i n s t i t u t i o n I 1  as  t h a t  term is def ined i n  

Sec t ion  3  (c) (2 )  of t h e  FDIA, a s  amended by FIRREA (12 U.S .C .  

§ 1813 (c) (2 )  ) 

(b )  Pursuant t o  Sec t ion  3 (q )  of  t h e  FDIA, as  amended 

by FIRREA, t h e  Di rec to r  of OTS is t h e  I1appropriate  Federa l  

banking agencytt t o  maintain an enforcement proceeding a g a i n s t  

such a s av ings  a s soc i a t i on .  Therefore ,  FIRST BANK is s u b j e c t  t o  

t h e  a u t h o r i t y  of t h e  OTS t o  i n i t i a t e  and mainta in  a cease-and- 

d e s i s t  proceeding a g a i n s t  it pursuant  t o  Sec t ion  8 ( b )  of  t h e  

FDIA, a s  amended by FIRREA (12 U.S.C. § 1818 (b)  ) . 
3. Consent. FIRST BANK consents  t o  t h e  i s suance  by t h e  

OTS of t h e  Order. It f u r t h e r  ag ree s  t o  comply wi th  t h e  terms of * - 

w i t h , a l l  r e q  

L t h e  Order upon issuance m d  s t i p u l p t e s  t h a t  t h e  Order complies 
- , ._ -... A 4 . . 

uirements  of l a w .  

4 .  F i n a l i t v .  Tnc  Crder is iscsecl, a l d e r  Sec t lon  8  (b )  of  . 

t h e  FDIA, a s  amended by FIRREA (12 U.S.C. 9 1818 (b )  ) . Upon its 

i s suance  by t h e  Regional D i r ec to r  f o r  t h e  West Region, OTS, it 

s h a l l  be a f i n a l  order ,  e f f e c t i v e  and f u l l y  enforceab le  by t h e  

OTS under t h e  provis ions  o f  Sec t ion  8 ( i )  of t h e  FDIA, as  amended 

by FIRREA (12 U.S.C. 9 1 8 1 8 ( i ) ) .  

5. Waivers. With r e s p e c t  t o  t h e  Order, FIRST BANK waives 

i ts r i g h t  t o  a  no t i ce  of charges  and t h e  admin i s t r a t i ve  hear ing  

provided by Sec t ion  8 (b)  of  t h e  FDIA, a s  amended by FIRREA (12 

U.S.C. § 1 8 1 8 ( b ) ) ,  and f u r t h e r  waives any r i g h t  t o  s eek  j u d i c i a l  
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UNITED STATES OF AMERICA 
Before The 

OFFICE OF THRIFT SUPERVISION 

p-~~ - - 

In the Matter of 
1 
1 
) Re: ~esolution No. SF-92-037 

FIRST BANK OF BEVERLY HILLS, SSB ) 
Beverly Hills, California ) Date: September 2 4 ,  1992 

1 

ORDER TO CEASE AND DESIST 

WHEREAS, FIRST BANK OF BEVERLY HILLS, SSB, Beverly Hills, 

California ("FIRST BANKw or wInstitutionlt), through its Board of 

Directors ("Boardw), has executed a Stipulation and Consent to 

Issuance of Order to Cease and Desist, dated September 24 I 

1992, which is incorporated herein by reference ("Stipulationm) 

and is accepted and approved by the Office of Thrift Supervision 

' a - "  :("OTS'!>., actihg through .Its -Regional D i h d x r  for >he, Gw$s,tr,A, , : .- T i - k . .  . 

Regional Offlce; a -.( 

WHEREAS, FIRST BANK, in the Stipulation, has consented and 

agreed to the issuance of this Order to Cease and Desist 

(@tOrderlg) pursuant to Section 8 (b) of the Federal Deposit 

Insurance Act ("FDIA"), as amended by the Financial Institutions 

Reform, Recovery, and Enforcement Act of 1989, Pub. L. No. 101- 

73, 103 Stat. 183 ("FIRREAM) (12 U.S.C. S l818(b)) ; and 

WHEREAS, the OTS agrees that it will not assess civil money 

penalties, pursuant to the authority set forth in 12 U.S.C. 

S 1818(i)(2), against the Institution or the undersigned 



directors arising solely on the basis of the matters addressed in 

this Order, in consideration of the undersigned directors1 

0 execution of the Stipulation compliance within this Order and 

their cooperation with the OTS. 

NOW THEREFORE, IT IS AGREED and ORDERED that: 

1. Conflicts of Interest. Within 60 days of the effective 

date of this Order ("Effective Date"), FIRST BANK shall 

prepare, adopt and submit for review by the Assistant 

Regional Director of the Office of Thrift Supervision, West 

Region (I1ARD1l) an amended Conflicts of Interest policy. 

The ARD shall have 30 days in which to object to all or any 

part of the amended Conflicts of Interests policy. After 

such time, and if no ARD objection is issued, FIRST BANK 

shall immediately implement the policy. Such policy will, 

- - at. a minimhi, -be amended to include the, requ4eements . . . +set .--_ . L 

, . -  
A .  Z o n n  in OTS Regulation 565.ii:e) an5 th? concerns rxised 

in the OTS1s Report of Examination of the Institution dated 

May 11, 1992. 

The Board shall take all appropriate action to ensure that 

the Institutionls directors, officers, and affiliated 

persons comply with the Conflicts-of-Interest policy and 

the provisions set forth in 12 C.F.R. S 571.7 of the OTS1s 

Regulations, which prohibit any director, officer, or 

affiliated person of the savings association from placing 



himself or herself in a position which creates, leads to or 

could lead to a conflict of interest or the appearance of a 

conflict of interest, and will require the prompt 

discontinuance of any practice or condition which gives 

rise to a conflict of interest or the appearance of a 

conflict of interest, 

2. Board Plan. Within 60 days after the Effective Date, FIRST 

BANK shall prepare, adopt and submit to the ARD for review, 

a plan to increase the number and improve the 

qualifications of the Board ("Board Plan1#). The ARD shall 

have 30 days review period in which to object to any or all 

parts of the Board Plan. After such time, and if no 

objection is issued by the ARD, FIRST BANK shall 

imaediately implement the plan. Specifically the Board 

, !'2PlariLshall address, at a mini&: ; , .-. . f -.- -- 
- - -P-- f.. J A:! y,.** . *  , Try . '?  C 

a, Number. The Board Plan shall include provisions for 

increasing the total number of directors to at least 

five (5) members, At all times thereafter, the Board 

shall be composed of a minimum of five (5) directors, 

Each proposed director shall be subject to the formal 

Notice Requirements of Thrift Bulletin 45, 

b. 9ualifications. The Board Plan shall require all new 

directors to possess relevant financial or business 



experience, education, competence, and integrity, so 

as to provide adequate oversight regarding the 

Institution's operations, proposed business 

activities, and other policy decisions. The 

qualified new directors shall have diversified 

business experience outside of the financial services 

industry, or have extensive savings association 

and/or depository institution-related experience. No 

new directors shall have any familial relationship 

with any existing director, officer, employee or 

shareholder. 

c. e. The Board Plan shall 

establish written policies and procedures that 

require each current and future director or officer 

a . . !: of FIRST-BANK tot; . ,-. 
% &,,j:;,.> + c:_:';<. .'.-' t , 2,  -:'; -..' 

) * !?&ad , - \ r e v i e w  and conf ins tk ~zclii-stanainy of 

applicable OTS regulations, policy statements, 

and/or memoranda concerning transactions with 

affiliates and affiliated persons, conflicts of 

interest, and usurpation of corporate 

opportunity, including but not limited to, the 

information and requirements set forth in 12 

C.F.R. SS 561.4, 561.5, 563.161, 563.41, 

563.42, 563.43, and 571.7, 571.9. 



(2) Read, review and confirm the understanding of 

the Institution's Conflicts of Interest Policy; 

and 

(3) Read, review and sign a statement certifying 

his/her understanding of the Board Plan. 

d. Timinq. The Board Plan shall require the Board to 

complete the review of the aforementioned rules and 

regulations, and the required certifications, within 

60 days following the expiration of the ARD1s review 

period of the Board Plan (assuming the ARD has no 

objection thereto). The Board shall make all 

reasonable effort to locate and submit for approval 

to the ARD the additional directors contemplated by 

Paragraph 3(a)of this Order. However, in the event 

the Institution is unable to locate qualified 

I L- A$- f,. - :- : Candi-dates;-to serve as directors wi.f&iin2 t:ht tiye,, 
,;+ %, ,k,;, .>z+ - "  . 

- 7  z - 
1 ..i - period set f ortn abcxa, +.h Akn ,shall.. -have the 

authority to nominate to the Board candidates to 

serve as additional directors contemplated by 

Paragraph 3(a) of this Order, and upon such 

nomination, the Board shall, good faith, consider 

the ARD nominated candidates for positions on the 

Board. The Board shall fill directorship vacancies 

until the next election by shareholders of directors 

in accordance with FIRST BANK'S bylaws and OTS 

regulations, and shall nominate for election by 



shareholders, candidates nominated by the ARD to a 

position on the Board, in the absence of a bona-fide 

reason, which reason(s) shall be submitted in writing 

to the ARD. This provision shall not, nor is it 

intended to, require any existing Board member to 

relinquish his position. 

4. Oraanizational Plan. Not later than 60 days following 

regulatory approval of the new CEO, FIRST BANK shall 

prepare, adopt and submit an Organization Plan for review 

and possible comment by the ARD. The Organizational Plan 

shall, at a minimum, clearly define and delineate 

management job responsibilities, communication channels, 

reporting lines of authority, and approval levels to be 

0 followed by Institution personnel. The ARD shall have 30 

- - s in w h 2 2  :-dZci al5 jeciE4xl all: ar anyi parts of the. '- : ,.,A;.: :;;J,,:. : , 

- Y i ? $7: &aaii~ation >;dn. After such tune, anci if no;,ob*actmn3,$s -- ,.+ - - 

issued by the ARD, FIRST BANK shall immediately implement 

the Plan. FIRST BANK shall take all necessary actions to 

ensure that the Organizational Plan is adhered to at every 

level of the Institution and the Board shall take all 

necessary action to ensure that the Organizational Plan is 

continually updated to reflect the needs of the 

Institution. The minutes of the Institution's Board 

meetings shall detail the Board's involvement in the 

monitoring and implementation of the Organizational Plan. 



5. Manauement Plan. Not later than 60 days following 

regulatory approval of the new CEO, FIRST BANK shall 

prepare, adopt and submit a Management Plan for review and 

possible comment by the ARD. The ARD shall have 30 days in 

which to object to all or any part of the Management Plan. 

After such time if no objection is issued, FIRST BANK shall 

immediately implement the Management Plan. The Management 

Plan shall, at a minimum, assess the strengths and 

weaknesses of senior management, and have as its major goal 

the strengthening and enhancement of senior management, 

especially in the areas of internal controls, internal 

asset review, and loan administration. The Management Plan 

shall include a procedure for the succession and 

@' supplementation of senior and middle management. The 

.% *. ' h &:., 2: <+ Management .PPdlW:ShaBtll?BIsa contain -an or,g~@z~t$~& cl~$rt 1:; 

of the ~LnageaetiWof: FT%T BANK, Lkiuaing the identity ai 

all officers, a description of their respective 

responsibilities, and to whom they report. 

6. Personnel Policv. Within 30 days of the Effective Date, 

the Board shall prepare and adopt a personnel policy which, 

at a minimum, requires the following: 

a. A comprehensive annual written performance review of 

all senior officers (Vice president or above) by the 



Chief Executive Officer (or such officer's immediate 

supervisor) ; 

b. A comprehensive annual written performance review of 

the Chief Executive Officer by the Board or at the 

Board's direction, the Personnel Committee; and 

C. A requirement that interim performance comments of a 

substantive nature be documented in writing and 

maintained in the personnel files of all senior 

officers. 

7. Reduction of G&A. Within 60 days from the Effective Date, 

the Board shall conduct an in depth review of FIRST BANK'S 

general and administrative expenses. Upon completion of 

- -this seview -the Board shall promptly adapt 3 p?+:n;:zy%;,rj , :-.4<; : LJ- ,., 

require managemenc tc implcmen.,' such plan. which sksr~L2 

require FIRST BANK to take all necessary actions to 

eliminate all unnecessary expenses and to reduce those 

expenses which they deem excessive. The Board shall also 

provide an amended employee reimbursement policy which, at 

a minimum, will reflect proper approval levels and 

documentation requirements. The Policy will also require 

Board approval of all extraordinary expenses, any expenses 

in excess of the Board-authorized dollar limits or those 



expenses which the Board has determined not necessary to 

the day-to-day operations of the Institution. 

0 8. 
Activitv Restrictions. Without prior written approval of 

the ARD, FIRST BANK shall not: 

a. Fund or commit to fund any officer or employee 

compensation increase, including bonuses; 

b. Pay a dividend; 

c. Approve any management or consulting contracts; 

d. Originate or purchase any loan secured by less than a 

first lien position; 

e. Make any unsecured loan in excess of $25,000; 

f. Make new loans to any one borrower such that total 

loans to the borrower does not exceed $500,000; 

e (3- Make new loans, direct or indirect, to a borrower 

: - qa<x j  : L..p&*.,sA wk-491 prSvi%3u~!~~ classif bed or charged-of f .&,qang ; , 1 

- - ., * . - v.p5.j- '9 -- 
. % A  : b -.. ReCii~e" coca1 assets beiow the Q~UCIVI~ report~?;--a,@~ o& . = 

July 31, 1992, less any legally binding commitments 

as of August 11, 1992, to sell assets, unless such 

reduction would result in a reduction in the level of 

nonperforming assets. 

9. Reduction of Classified Assets. FIRST BANK, acting through 

its Board, shall take all reasonable steps necessary to 

reduce, on an on-going basis, the level of its classified 

assets as a percentage of tangible capital plus GVAs, with 



the ultimate goal of reducing its level of classified 

assets to no more than 125 percent of tangible capital plus 

GVAs by December 31, 1992, and no more than 75 percent of 

tangible capital plus GVAs by June 30, 1993. 

~ o t  later than 60 days following regulatory approval of the 

new CEO, the Institution shall develop written plans for 

the collection of all of its current problem assets. 

Thereafter, within 30 days after any asset becomes a 

problem asset, the Institution shall adopt a written plan 

for each such problem asset, which shall then be 

immediately implemented. For the purposes of this 

requirement, a "problem assetw shall mean any asset that: 

a*..< ,,.J 8 

a. has been adversely classified or criticized by the 

' \' ' . , OIC5 .as>& hesuli of its xssf recqiit ti,~auiq~a-i,+.~r; of-<, . .$ .. the '; 

Inztsitu-him, 'cr is aCvz-;z&~ classif ieci c;rz criticized :::- ,,. :. 

by either the FDIC or the OTS as a result of any 

subsequent examination of the Institution; 

b. has been accorded a sub-investment quality rating 

and/or has been designated a work-out or watch-list 

asset, or some equivalent designation, as the result 

of an internal asset review and rating procedure 

performed by the Institution or by another party on 

behalf of the Institution; 



\ 

c. is past due in excess of 90 days and/or has been 

placed in either a nonaccrual or non-earning status 

by the Institution; and/or 

d. has been partially charged-off. 

10. General Valuation Allowances. FIRST BANK will compute the 

adequacy of its general valuation allowances ("GVAsW) at 

least monthly or more frequently if deemed prudent in the 

operation of the Institution. Further, FIRST BANK shall 

modify, adjust, and revise its GVA to ensure that adequate 

levels of reserves are maintained on an ongoing basis. 

Through December 31, 1992, FIRST BANK shall record a 

GVAi 'of.: at least 9$2.. 0 m.il8lbn ,.. 2nd ~hall,_~~i+~$.++~~+& . . , 

least such level rm2e~s it receives' f.rior w r i  t t z r ,  

nonobjection from the ARD before any downward adjustment 

shall be made by FIRST BANK. 

11. Internal Asset ~eview. Within 60 days of the Effective 

Date, FIRST BANK will take all actions necessary to 

implement and ensure ongoing compliance with the 

Institution's Internal Asset Review ('@IARw) Policy and 

Procedures, as restated by the Board in May 1992. 

Management of FIRST BANK and the Board of Directors will 



take all appropriate action necessary to ensure that FIRST 

BANK adheres to and complies with the IAR Policy and 

Procedures. In addition, within the same 60 day period, 

FIRST BANK will adopt a comprehensive documentation 

strategy that demonstrates implementation of the IAR Policy 

and Procedures, to ensure that its IAR system produces and 

maintains a complete record of all monthly or more frequent 

asset reviews deemed necessary by the Institutionls 

management and/or directors, and IAR Committee meeting 

discussions and plans of action. This IAR documentation 

strategy shall include, at a minimum, the following: 

a. Development of an IAR worksheet that documents each 

and every asset reviewed and which summarizes the 

e. quality of each asset reviewed. At a minimum, the 

: ,- , . L. 5 22 t.7 F*.' . a#?  e . ' i~XR;~worlcsh&"t shall include : ( 1) a - descri~~tijo,s,,~p$ I . - - : t.1 

- .'. *b-L: : ,<~&-; ,~z  - m e  asset reviewed; ( 2  ) the irtdivi Guai who;,gexf omzd 

the review; (3) the date of the review and the date 

of IAR Committee discussion of the review; (4) the 

classification assigned by the reviewer and the 

Committee; (5) a narrative explanation of the basis 

for the classification; (6) an analysis of the 

asset's fair value or net realizable value as 

appropriate; (7) a narrative description of the 

Committeels instructions and/or requests to the 

reviewer to provide further information or analysis; 



and (8) current and ongoing status of correction of 

deficiencies. 

b. Maintenance of an IAR file, which includes 

documentation covering the scope of review, minutes 

of the IAR Committee meetings, IAR findings, all 

individual IAR worksheets, and any other information 

supporting the classification decisions. 

c. Development of a formal reporting standard in order 

for management to provide the IAR Committee with all 

pertinent information as identified in the IAR Policy 

on a timely basis and require management to notify 

the IAR Committee of all known or potential problems 

with asset quality. Senior officers (Vice President 

.- . 
. . -  - -- ande-&EiBQ&) will' provide ' training ,to zwana-c. 3 1 ~ ~ >  - :mr~  7 - . t  

. ,--.L. 
,. , . * ,. - - ?, 

- regzPB5 the I& 2oiicy and the bencnmarics &if c?& . 

trigger the reporting of assets to the IAR Committee. 

d. Development of procedures which provide that timely 

and accurate information is submitted to and reviewed 

by the IAR Committee. 

12. Loan ~ocumentation Policy. The Board shall promptly 

develop and implement procedures requiring FIRST BANK to 

obtain updated financial statements on borrowers for any 



newly originated, purchased, modified or extended 

multi-family or non-residential loans (as to any delinquent 

non-residential loans or purchased loans, FIRST BANK shall, 

depending upon the terms of the loan instruments, require 

or request financial statements) and shall keep a log of 

replies received. Such policy shall require that 

management analyze the financial statements to determine 

loans which require review by the IAR Committee. With 

regard to slow loans or non-performing loans, the updated 

financial statements should be compared with the original 

loan application and related financial information to 

determine material changes in the borrower's financial 

condition. The Board's policy shall require that review 

and analysis of updated financial statements shall be a 

condition precedent to the extension and/or modification of 

? .  . any- loanJ-,: The Boar& shall , ensure . tha-'; the. znaL$+,i~&~ -!:, .+,. ;,:, , -L . . .,- 
adequate an 313: newly originated a purchilsee, zze audir'ieii 

or extended loans in excess of $300,000 and Board Minutes 

shall confirm the same. 

13. ~endina Policies and Procedures. Within 60 days of the 

Effective Date, the Board shall review and adopt any 

necessary amendments to the Institution's existing Lending 

Policy and Procedures to ensure such policies comply with 

the requirements of 12 C.F.R. S 563.170 for all areas of 

lending. In the event the Board determines that no 



amendments are necessary, the Board shall document the 

basis for such determination. In addition, the Board shall 

take all appropriate action with regard to loan 

originations, purchases, modifications, assumptions and 

extensions, to provide that: 

a. Specific procedures for the completion of written 

financial analysis of loan applicants are implemented 

and that weaknesses in the financial condition of 

applicants will be specifically presented in writing 

to the officer or committee with approval authority 

prior to the approval of any loan or loan 

modification; and 

b. The primary and secondary sources of repayment will 
- 2. .# , -.- . A - .c ' t".. '-%e+&tt+ !iniVtrr'f t1f ng and presented t~,,;.fbe. .of+a~",r r e :  .,:, %,t-.. . .. - 

.--. < . L ',. committee with approvai autboz ity pr:igr -t.o- ltb 2 , , , .  

approval of any loan or loan modification. 

14. A~~raisal Review. FIRST BANK shall promptly develop and 

implement policies and procedures to require the 

Institution to obtain copies of all appraisals ordered by 

its servicer, Long Beach Bank, on behalf of FIRST BANK. In 

addition, FIRST BANK shall retain the services of a 

qualified review appraiser to determine the adequacy of 

appraisal ordered by Long Beach Bank. For those appraisals 



deemed inadequate, FIRST BANK shall promptly order a 

reappraisal, which will be conducted by an approved 

1 appraiser. 

15. Discontinuation. Immediately upon 

the Effective Date, FIRST BANK shall cease to conduct new 

business in any manner whatsoever, with Judith Hopkinson, 

Berkeley Development Corp. or any affiliated persons or 

entities thereof. Modifications, adjustments, and/or other 

transactions involving loans made by FIRST BANK to Judith 

Hopkinson existing as of the Effective Date, must receive 

the prior written approval of the ARD- 

16, R E 0  Policv. Within 60 days of the Effective Date, the 

Board shall develop, adopt and submit for ARD review a 

. 4 . ~  .@olic$ :and pro=edurt;a E,q,r .real, estate owr~e5 ("REO.!'.) , ,21'i!es ,L:; ., 
>., - - 

ARD s h a - X J  nave 3P CL>-= ~ I I  wnich to utj~ct tc ~11,-or a ~ y  . - .  * -  

part of the R E 0  Policy. After such time, and if no ARD 

objection is issued, FIRST BANK shall immediately implement 

the policy. The R E 0  policy and procedures shall include, 

at a minimum: 

a. analysis of troubled loans for insubstance 

foreclosures; 

b. insubstance foreclosure/REO appraisal procedures; 

c. the generally accepted accounting treatment of REO; 



d. guidelines for holding and selling REO; 

e. internal review process for REO; and 

f. policies for the selection and compensation of firms 

and/or individuals retained by FIRST BANK to complete 

rehabilitation work on RE0 properties. 

17. Canital Plan. Not later than September 28, 1992, the Board 

shall submit a comprehensive Capital Plan for ARD review 

and approval which describes in detail the manner in which 

FIRST BANK proposes to achieve the capital requirements set 

forth in paragraph 18 of this Order. 

a. Not later than January 20, 1993, FIRST BANK shall 
. . , ., , . I - - - .-.+.-. .;-. -* 4 r, . i  I -  +*; provide the -W- with ev!.dence thzk qs, i+emje~.,,3,&~ :,.3-:.-: 

c- 8 -  1 -1 * 1 

1992, tne 2stitution ifter gi-riccj ~fiect to aii 

applicable phase outs and exclusions from capital 

applicable at any given time (i) has achieved a level 

of core capital in an amount equal to or in excess of 

five percent (5%); (ii) a risk-based capital ratio of 

eight percent (8%) and (iii) is otherwise in 

compliance with all other capital requirements 

applicable to the Institution as set forth in Part 

567 of the OTS Regulations. 



b. Not later than July 20, 1993, FIRST BANK shall 

provide the ARD with evidence that as of June 30, 

1993, the Institution, after giving affect to all 

applicable phase outs and exclusions from capital 

applicable at any given time (i) has achieved a level 

of core capital in an amount equal to or in excess of 

five percent (5%); (ii) a risk-based capital of ten 

percent (10%) and (iii) is otherwise in compliance 

with all other capital requirements applicable to the 

Institution as set forth in Part 567 of the OTS 

Regulations. 

19. corrective Action The Board shall take all appropriate 

action to ensure that all of the deficiencies cited in the 

OTS Report of Examination dated May 11, 1992, which are not 

_. . _ specif k a U y  1-cited :izer.ein are corrected. - : : - "i'7,ar2 

20. Com~liance with Order. For good cause shown, the ARD may 

extend the time to complete any act required by this Order, 

specifically: 

a. If the ARD objects, in whole or in part to any 

policy, plan, or act required under the terms of this 

Order, the Institution shall revise the policy, plan, 

or act within 15 days after receiving written notice 

of objection. Any notice of objection shall state 



the basis and reasons for objecting to the policy, 

plan, or act. The failure to submit a revised policy 

acceptable to the ARD within 15 days after receiving 

written notice of objection shall be considered to be 

a violation of this Order unless the ARD has provided 

FIRST BANK with prior written approval to extend the 

resubmission timeframe; 

b. With respect to the development and submission of any 

policy required herein, FIRST BANK shall be 

considered to be in compliance with the development 

and submission requirement so long as the Institution 

develops and submits the policy to the ARD within the 

required timeframe; 

7 ' LV? * ' c. - :No pol5 c y  ,:'plan:,. or 'act reviewed by, * w e  ARD mqy be - :. :: Y 
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amend&, suspended, or revo~ed wittoat the.priw a .. .!%. , 

written approval of the ARD. However, the ARD may 

terminate in writing, any requirement imposed on the 

Institution by this Order after receiving a written 

request to do so and if the Institution has been in 

substantial compliance with the provision; and 

d. A resolution evidencing the Board's review, 

consideration and approval of plans required by this 



Order shall accompany any and all submissions to the 

ARD . 

e 
21. Terms. All technical words or terms used in this Order, 

for which meanings are not defined or otherwise provided by 

the provisions of this Order, shall, insofar as applicable, 

have the meaning set forth in Chapter V of Title 12 of the 

Code of Federal Regulations and any such technical words or 

terms used in this Order and undefined in said Code of 

Federal Regulations shall have meanings that accord with 

the best custom and usage in the savings and loan industry. 

22. Termination. This Order shall remain in effect until 

terminated by the Office of Thrift Supervision. All 

requests for termination of the Order, in whole or in part, 

- -:-" - I!\? . :- shall be submitted to the AFLD in ~riting, Zipon review of 
t .  

arry sv.& req~est, the nJ(D may izzks CA secommendatiorl tir L\f 

Regional Director for denial or approval of the request, 

The Regional Director may grant a written request for 

termination, in whole or in part, or modification of the 

Order if, in his opinion, FIRST BANK has satisfactorily 

complied with the terms of this Order. The Regional 
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