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SUPERVISORY ACKEEHENT 

This Sdperviso~y Agreement ("Agreement") is made and is effective this 
18r&ay oc Sepczm"er , 1991, by and betwoon Universal SavLngs Bank, Orange, - 
California, a state-chartorcd savlngs and loan association ("UntvorsalN or 
"Insritutien"), for itself nnd any wholly-owned or partly-owned subsidiary, 
and the Office of Thrift Supervis'on ("this Office" or "OTS"), T h i s  Agreement 
nas been duly authorized, exocuted, and delivered, and constitutes, in 
accordance with i t s  terms, a valid and binding obligation of the Tnscicution. 
It is understood and agreed that this Agreement is a "wricten agreement" 
entered into with the OTS within the aeaning of 12 U.S.C. Sections 1818(b)(l) 
and (b)(Z), as aaanded by the Financial Institutions Reform, Rocovery, and 
Enforcemenc Acc of 1989 ("FIRREA").  Pub, t. No. 101-73, Sections 902 and 907 
(1989). 

'&EREAS, the OTS is of the opinion thac the Institution ha* not complied 
with certain of the statures and regulations to which the Institution is 
subject in conducting che business of the Institution and is operating in an 
unsafe and unsound manner, thereby providing grounds for the initiation of 
formal enforcement proceedings agntnst the Institution by the OTS; 

WHEREAS, by encering into this Agreemenc neither tho Instftution, nor any 
siibsidiary, admits or denies that it has violated any statutes or regulations 
or has been operating trt an unsafe and unsound manner; and 

WHEREAS, in the interest of regulatory compliance and cooparation, the 
institution is willing to enter into this Agreement to avoid the initiation of 
such formal enforcement proceedings. 

XOW, THEREFORE, it is agreed between c11e parties hereto as follows: 

I. STRATEGIC Pw 

Within 60 days of che effective date of this Agreamenf, the 
Institution shall prepare. adopt and submit to the Assistant 
Regional DZreccor ("ARD*) for roview and approval, a written 
strategic plan ("Plan"). The Plan chsll contain, at a minlmwn, the 
following components: 

The Board of Directors ("Board*) shall develop and approve a 
comprehensive one year Business Plan. The Business Plan shall be 
fully implamontad after review and approval by the ARD. Any 
%aterial changes from tb.8 Business Plan shall require prior written 
approval by the ARD. A material change from the Bustnass Plan will 
occur when the Inntlturion: (I) engages in any type of activity not 
contained in or inconsfstent with the Business Plan or in any type 
of activity that has not received the &A's prior written approval 
or (it) varies from che level of any activity contemplated in the 
Busfness Plan by more than 10 percent. The Business Plan shall 
include, buc should nor be Lfmiced to: 



1. h discussion of the Institution's goah and objectives; 

2 .  'She Instltuti~n'~ proposed operating strategy for the next 12 
months based on the identified goals and objcctivos: and 

3. Pro forma financial scacaments which reflsct the proposed 
operat:ng Strategy of the Institution. 

Not later than 30 days after the first complete calendar month in 
which the Business Plan t a  approved by che ARII, and 30 days 
following each month thereafter, the Board shall file with the AR3 a 
written reporr: documenting its review of the Institution's 
year-to-date operating results through the end of the preceding 
calendar month. Such report shall include a comparison of accual 
results against Lhe proJeccions made in the Business Plan. If the 
actual results show a significant variance from the projsc~ions in 
the Buslness Plan, Lhe report shall include an explanation of the 
difference and include a specific dsscripLlon of the mnasures 
impleaenred to correct or stop the variances or, in the evenr: of 
variances resulting from changed economic conditions, 
rdcommendati~n~ for altering the Busttleos Plan, if appropriate. 

8 .  MANAGEMEbT/ORGANXZATlON PLAN 

ljnivarsal shall develop an Organizationnl Plan and a Management Plan 
aoceptablo to tho ARD. These Plans shalZ be designed co fully 
assess the Insticurion's staffing requireaencs and ensure that there 
i s  adequate staff to implement the Inrtitution's Business Plan. The 
Organizational Plan shall, ac a minimum, clearly define and 
delineate job responsibilities, comnication channels, reporting 
lines of authority, and approval levels st the associarion. The 
Organizational Plan shall include a process and time limit wichin 
which Universal. shall add a mmfnimum of three directors, with at 
least two of the additional dfrectors unaffiliated wirh UnLversaL, 
or any principal and/or controlllng persons, The Management Plan 
shall, at a minimum, have as it6 major goal the atrengthening and 
anhancsmsnt of sonior and niddle aanagemenc, especially in the areas 
of credit analysis, lending, construction lending and diaburaements, 
internal audit, and compliance. The Kanagemsnt Plen shall provide 
for the appointment of a permanent Chief Cxecucivc OEfLcar and Chief 
Lending Officer within 90 days from the date of this Agreement, and 
for the succession and supplementation of senior end middle 
management. The Management Plan shall also contain an 
organitsttonal cbrt of the proposed manasement of Universal, 
including ehe identity of all officers, a deecripcion of their 
respective responribilieins, and che specific qualtficatfona of each 
of che proposed officers, immediately after these plans have been 
completed, copies of the plans shall be provided to the ARD, 
accoiqanied by a Board of Directors' rssoiution approving such 
plans. Furthermore, the board of Directors ef Universal shall take 
ail necessary actions to ensure that management Lmplements and 
ewures that these plans ere adhered to throu6hout the Institution 
at every level, dnd that such plans are reviewed monthly and updated 
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co reflect the needs oE Lhe institution as identified in the monthly 
reviews. The minutes of the Institucion's Board meetings shall 
detail the Board's involvement Ln monitoring the implomencacion of 
the pians. 

I:. POLICIES AElD PRO- 

iiithin 60 days o f  the effecrive date of chis Agreement, rho Board shall 
submit a resolution to the effect that policies and procedures regarding 
the following have been modified to the extent deemed necessary by 
management and the Board, reviewed and approved by the Board and are 
currently being utilized by the Institution: 

Internal Asset Rovlew/Gsneral Valuaeton Allowanoes 
Real Estate Xtorrgage Lending 
Loan Servicing 
Real Estate Appraisals 
Environmental Rick 
InveanRent Securiries 
Consumer LBlnding 
Human Resources 
Acoouneing 
Interest Rate Risk 

Within 90 days of the effective dace of this Agreement, the Board shall 
submit a resolution to the effect that policies and procedures regarding 
the following have been drafted, reviewed and approved by rhe Board and 
are currently being utilized by the Institution: 

Dapoaic8/Borroved Funds 
Mortgase Backed Securities 
Fixed Assets 
ocher Assets/Liabiiitias 
Purchased Loans 
Reel Estate Ovncd 
L8tters of Credit 
Cash Flow end Liquidity Xtanagemenc 
Liquidity Funding 
Paymenc Syscems Risk/Daylight Ovsrdrafrs 

In addttion to the abova, tho Board of Dlraccors shall ensure: 

a. chat adequate policies and procedures are developed, adopted and 
implemented for any material Lspect of the operations of Universal; 

b. that such policies and procedures conform with a l l  npplicable 
regulatory requirements and provide for safe and sound operations; 

c .  chat Bnivereal's personnel compiy with such polioios and procedures 
and that all apprapriate actions are taken in the event of 
noncompliance by an aaployee and/or management; and 
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a. tha t  each exception and/or departure from the provisions of such 
po i i c i es  and procedures aro f u l l y  docunented i n  the minutes of the 
meeting of tho Board of Dlreetors following diocovory of such 
excepcion and/or departure with supporting ra t iona le  f o r  permitting 
such excepcion and/or departure. 

I I X .  INTERVAL AUDIT 

Within 120 days of the ef fect ive  dace of t h i s  Agreement, the Board of 
Directors s h a l l  evaluate the in ternal  audat needs of the I n s t i t u t i o n  and 
sha l l  develop and submit an Internal  Audir Policy and an Audit Plan 
("Audit Pol ic ies")  f o r  reviow and approval by the ARD, which contain a t  a 
minimum various departmantal and functional audi t  programs. More 
spec i f i ca l ly  the Audit Policies ahal l :  

a. Iden t i fy  each member of the Audit Comictee with no member of 
iaanagament included as a member of the Audit Conmiittee: 

b. Specify a11 reporting relat ionships regarding the in te rna l  aud i t  
funct ian  and de ta i l ing  the  aecouneabllity of eaoh member involved i n  
those functions ; 

c .  Provi.de £or a t  l e a s t  quarterly reports  by the Audit Cornittee t o  the 
Board of Directors. A l l  Audit Connittee Eindings, conclusions and 
proposed correct ive  actions sha l l  be f u l l y  documcnted i n  the minutes 
of the meetings of the Board of Directors; 

d. Contain an  analysis  of the Institution's resources t o  determine 
whether ;ha Audit Plan's goals can be completed by a current  
employee or whether outside assistance 2s required. Xn the event 
the I n s t i t u t i o n  docides t o  u t i l i z e  the services of an outside 
consultant ,  such consultant must have extensive, demonstrated 

Upon rece ip t  of wri t ten  notice of nonobjection t o  the In te rna l  Audit 
Policy and Audit Plan by the ARD, Universal'c management s h a l l  it4plement 
and adhere t o  the In ternal  Audit Policy and Audit Plan imnrcdistely. The 
Audit Plan should specify i n  d e t a i l  each area t o  be reviewed during the 
next 6 month period and should inolude, but not ba lfmirad t o ,  ths  risk 
area+ idenr t f i ed  by management and sha l l  be phased i n  during che 
reiaainder of 1991. The Policy and Plan s h a l l  be re-evaluated thereaf ter  
by the Board of Diractorr on an annual bas is  t o  determine adequacy and t o  
Identify addl t ional  areas t o  be incidded, modified o r  dele ted ,  

iV. JNTERNAL ASSET ReVIEW 

Within 60 days from Lhe effect ive  date of t h i s  Order, the  I n s t i t u t i o n  
sha l l  develop, adopt, and subnit  to  the ARD fo r  review and approval, 
speci f ic  po l i c i es  and procaduros co ensure char the lns t i tuc ion  has an 
e f f i c i e n r  in te rna l  osfot  review system. The in ternal  a s s e t  review ayatsrs. 
s h a l l ,  a t  a minim=, monitor potential  :ass, provide i n f o r m t i o n  f o r  
determining the  adequacy o f  valuatfon al:owances, and monitor compliance 
with applicable po l i c i es ,  procedures, laws, and ragulations.  Hore 



spec i f i ca l ly ,  che in ternal  asse t  review system s h a l l  require tha t  a l l  
f a i r  value c s l c u ~ a e i o n s  be i n  accordance with ~ e n e r a l l y  accepted 
nccounting princLp1es and 12 C.F.R. § 563.234. Unt i l  the in te rna l  a s s e t  
review system is es tabl ished,  the Ins t i tu t ion  s h a l l  not declassify any 
asse t  without Lhe p r io r  wrifxen approval of cho ARQ. 

A s  usad i n  t h i e  Agreement, che term "subsidiary" o r  "subsidiar ies"  
includes a11 service  corporations es  defined i n  1 2  C.F.R Section 561.45, and 
suSsiCiaries of such service  corporations. 

As used i n  t h i s  Agreement, the term "savings associat ion" s h a l l  have the 
meaning BE s e t  forzh i n  Section 2[4) of =he tiome Ovocrs Loan Act ("HOIA"), as  
amended by Section 301 of FIRREA, Pub. L. No. 101-73, Section 301 (1989). 

Roferonce i n  this Agreement to provisions of s t a t u r e s ,  regulations,  and 
OTS Hemoranda s h a l l  be deemed to  include reference* to  a l l  amandmence ro  such 
provisiorir a s  have been made a s  of the ef fect ive  dato of t h i s  Agreement 
pursuanc t o  Section 4011hf of FIRREA, Pub. L. No. 101-73, Section 401(h) 
(1989), and reference6 t o  succossor provisions as they become applicable. 

A l l  technical  words o r  terms used i n  chis AgreQmEnt, f o r  which meanings 
are  noc speci f ied  o r  otherwise provided by the provisions of t h i s  Agreement, 
sha l l ,  insofar a s  applicable,  have meanings as defined i n  Chaptof V of Titlo 
12 of the Code of Federal R e e u l s t i o n ~ ,  IIOLA, and Federal Deposit Insurance 
Act, as amended ("FDIA"). Any such technical words or terms used Ln t h i s  
Agreement and undefined i n  s a i d  CQdsof_Fadernl, H O U ,  FDSA, or 
OTS Memoranda s h a l l  have meanings chat are i n  conformance with the best  custom 
end usege i n  the savings and loan industry. 

The cerns and provisions of t h f s  Agreement sha l l  be binding upon, and 
inure to  the benef i t  o f ,  ehe pa r r i e s  hereto and the i r  ~ u c c e s s o r s  i n  i n t e r e s t .  

This Agreement shall remain i n  e f fec t  until e%riaLrtatod o r  modlfieb, i n  
vhoie or i n  pa r t ,  by tho 0%. OTS w i l l  monitor complience with t h i s  Agreement 
as soon a s  reasonably pract icable  with a view to  modification or termination 
thereof,  i n  the event t h a t  a s  a r e s u l t  of such monitoring it is dotemined 
that  the I n s t i t u t t o n  has colopliod with the applicable terms of t h i s  Agreement. 
A l l  requests f o r  termination o r  modification of chis Agreement s h a l l  be 
submitted i n  wri t ing t o  the ARD. The ARD may glant  a wri t ten  request fo r  
cermfnacion or modification of t h i s  Agreement i f ,  i n  the AYUJ'S opinion, the 
Institution has s a t i s f a c t o r i l y  conplied with tho applioable terms of thfs  
Agreement for  an appropriate period of time. The ARD'S g rea t  of such writ ten 
request s h a l l  only be evidenced by the issuance of a t r r i t t e n  amendment to  o r  
tonsination of t h i s  Agreement executed by a duly authorized fopresantative of 
tho Office of Thcift  Supervision. 

The ARD may extend t i n s  frames i n  a21 applicable provisions of the 
Agreemenc f o r  good cause shown. 

Tho CTS does not- by executing t h i ~  AgTeesenr re l inquish  any r igh t  t o  take 
any regulatory ac t ion wirh respect t o  the InstiLuclon. The I n s t i t u t i o n  
acknowledges t h a t  i t  has no: received any oral or wri t ten  representa t ion t o  
Lhe contrary by the OTS o r  any of ics agencs or eaployee*. 
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This Agr@emnt sha l l  remain i n  e f f ec t  uncil terminated or  surpended by . the OTS, accing through the ("ARD"), or h i s  or her designee, 

XN WII'NESS WHEREOF, the OTS,  acting through the ARD, and ehe Inst i tut ion,  
by its duly e l ec ted  directors ,  have executed chis  Agreewtnt on the dace first 
above written. 

By: 

By: 
Director 

By: 
Director 

By: 
Direccar 



This Agreement sha l l  remain i n  e f f ec t  unt i l  rerninated or suependad by . the OTS, accing through the ("ARD"), or hi6 or her designee. 

IN VITNESS WHEREOF, the OTS, acting through the ARD, and the I n s t i m t l o n ,  
by its duly e lected directors,  have executed this Agreement on the date f i r s t  
above written. 

UNIVERGAL SAVINGS BANY. 

By: 
Dlrrotor 

By: 
Director 

By: 
Director 

By: 
Director 

By: 
Directsr 



Ul?.WIKOUS WI1ITTL?I CONSWT 
OP mE 

I30W OF D U E T O R S  of 
UNiVEPSAL SAVSNGS B W K  

A Calitocaia Saving8 and Loan Associatior. 

The undersign&, being all the directors of U~ivereal 
Savings Zaok, a California savings and laan assocan",on (the 
"rnstitc:ioa"), acting pursuant to Secti~n 307ib) of the 
Californ+a Coraorations Coda and Section 4.9 of the Bylaws of 
the Xcstltution, hereby adopt and apptove the iollcwtag 
reso:ur?ons by written consent without a meeting, which 
reso:utioas &all b8 valid and effective as of Septembec 
18, i991, as if adopted,pt a.duly called, noticed and held 
meeting o f t h e  Board of Directors: 

W W S ,  the directors di the Institution have been 
advised that the Office of Thrift Supervision (the "OTS") is of 
:he csirion that the lnstituticn has not coinpliacl with certai;: 
sf C ~ E  scarcres and regulations to which the Ic~r!tution .SS 
subject in conducting tha business of the icstitutior. and that 
it is operating in an unsafe and unsound matmar, thereby 
pcov!dicg rgrowds for the initiation of formal en2oroement 
prcceedizgs against the Institution by the OTS; 

h%ERLrlS, it is proposer? that the Instituxion entec 
into a supervisory agrefmenr with the OTS (attacticb hereto as 
Xrhibit A)  (the "Agig:eementn) in the interest of reguletory 
ccn~liance and cooperatioa with the QTS; 

nor Ceny chat the Institution or any subsidiary of the 
1nstit;;tion has violated any ststures or rcqu1at;tom or has been 
oparazmg in an unsafe or unsound mwner: and 

WliEREAS, after due coasiderario~, the directors of the 
Institunan have &aterntined that it is in the best interests of 
tt.a b x l t u z i o n  to enter into the Agreement. 

?.row, THmO;IE, BE IT RSSOL*J"JI, that the Agreement, 
the grovisions at? vhich are incorporated herein by this 
reference, is hereby appzoved in all respects; 

RESOtvZn EVRTHER, that tile offieera and emplcyess of 
?be 1r.sti iutiot .  are hereby nutnorazed to take a w  and a l l  
ac::ms whxh t3ey d ~ e n  necessary or appropricte-to itmedlarely 
mniement the terms of <he Agtowmene; and 



IN WITXSS WHEREOF, the undersigned have executed 
:his Written Conserlt as of the  date f i r s t  wrirton above. 


