G0 094 10128 1D LN TERFAX3EE00 Fox:

GET) S

SUPERVISORY AGREEMENT

1gr‘This Supervisory Agreement {("Apgreement®) is made and is sffective this
iBChay oz SEpLemier 1991, by and betwoon Universal Savings Bank, Ovange,
California, a stste-chartoered savings and loan associatlion {("Univarsal® or
"Ingtitution"), for itself and any wholly-owned or partly-owned subsidlaxy,
and the Office of Thrift Supervision ("this Office” or “0T§")., This Agreesment
has been duly authorized, executed, and delivered, and constitutes, in
acoordance with its terms, a valid and hinding obligation of the Institutfon.
it is understooed and agreed that this Agreement is a "written apreement"
entered intoe with the OTS within the mesning of 12 U.$.0. Secuions 181B(L3{1}
and (b){(2), as amended by the Financial Institutions Reform, Recovery, and
Enforcement Act of 1989 ("FIRREA"), Pub, L. No, 101-73, Sections 902 and 907
(1989},

WHEREAS, the 0TS ig of the opinion that the Institution has not complied
with certain of the statutes and regulations te which the Iusticution is
subject in conducting the business of the Institution and is operating in an
unsafe and unsound manner, theveby providing grounds for the initiacion of
formal enforcement proceedings against the Institution by the OTS;

WHEREAS, by enctering into this Agreement neither the Institution, ner any
subsidiary, admits or denles that it has viclared any statutes or regulations
or has been operating in an unsafe and unsound manner; and

WHEREAS, in the interest of regulatory compliance and cooperation, the
Ingtitution is willing to enter inco this Agreement to aveid the initiation of
such formal enforcement proceadings.

NOW, THEREFORE, it is agreed between the parties hereto as follows:

I. STRATEGIC PLAN

Ingtivaution shall prepare, adopt and submit to the Assistant
Reglonal Directer {("ARD") for review and approval, a written
strategic plan ("Plan"). The Plan shall contain, at a minimum, the
following components: '

A.  BUSINESS PLAN

The Board of Directors ("Beard”} shall develop and approve a
cemprehensive one year Business Plan. The Business Plan shall be
fully implementsd after review and approval by the aRD. any
material changes from the Business Plan shall reguive prior written
approval by the ARD, A material change from the Business Plan will
cceur when the Institution: (i) enpgages in any type of activity not
contaliped in or inconsistent with the Business Plan or in any type
of activity that has not received the ARD's prior writtem approval
or {11) varles from the level of any activity contemplated in the
Business Plan by more than 10 percent, The Business Plan shall
include, but should not he limited zo:
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1. A discussion of the Institution’s goals and objectives;

2.  The Institution’s proposed operating strategy for the next 12
wonths based on the ildentified goals and objectives; and

3. Pro forma financial stacvements which reflect the proposed
operating stratepy of the Instvitucion,

Not later than 30 days after the first complete calendar month in
which the Busluess Plan is spproved by the ARD, and 30 days
following each month thereafter, the Board shall file with the ARD a
written report documenting, {ts review of the Institution's
year-to-date operating results through the end of the preceding
calendar month. Such reporc shall include a comparison of acrtual
results against the projections made in the Business Plan. If the
actual results show s sipnificant variance from the projections in
the Business Planm, the report shall include an explanation of the
difference and include a specific description of the measures
implemented to correct or step the variances or, in the event of
variances vesulting from changed economic conditions,
racommendations for altering the Business Plan, if appropriate,

MANAGEMENT /ORGANIZATION PLAN

Universal shall develop an Organizational Plan and a Management Flan
agceptabla to the ARD. These Plans shall be designed te fully
asgess the Institution’s staffing requirements and ensure that there
is adequate staff to implement the Institution's Business Plan., The
Organizational Plan shall, at a minimum, clearly define and
dslineste job responsibilities, communication channels, reporting
lines of authoricy, and approval levels at the associstion., The
Organizational Plan shall include a process and time limit wichin

which Universal shall add s miniwm 6f thred divectors, with at

least two of the additionsl directors unaffiliasted wirk Universal,
or any principal and/or centyolling persens. The Management Plan
shall, at a minimum, have as {ts majoxr geoal the grrengthening and
suhancement of sonior and middls management, sspecially in the areas
of credit analysis, lending, censtruction lending aend disbursementcs,
internal audif, snd compliance. The Management Flen shall provide
for the appointment of a permanent Chief Executive Officer and Chief
Lending Officer within 90 days from the date of this Agreement, and
for the succession and supplemantation of senior and middle
management. The Management Plan shall also contain an
organizational chart ¢f the propossd management of Universal,
including che identity of all officars, a description of their
respective responsibilities, and the specific qualifications of each
of the propesed officers. Immediately after these plans heve bean
completed, coplers of the plans shall be provided to the ARD,
accompanied by a Bosrd of Dirsctors’ resclution approving such
plans. Parthermore, the Board of Direcvors of Unlversal shall take
all necessary actions teo snsure that management implements and
ensures that these plans are adhered to throughout the Institution
at every level, und that such plans are reviewed monthly and updated
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to reflect the needs of the Institutien as ildentified {n the monthly
reviews, °The minutes of the Institucion’s Board meetings shall
detail the Board's i{rnvolvement in monitoring the implementation of

the pians.
POLICIES !

Within 60 days of the effective date of this Agreement, the PBoard shall
submit a resolution to the effect that policies and procedures regarding
the following have been modified to the oxtent deemed necessary by
management and the Board, reviewed and approved by the Board and are
eurrently being utilized by the Institutien:

Internal Asset Review/General Valuacion Allowances
Real Estats Moretgage Lending

Loan Servicing

Real Estate Appralsals

Environmental Risk

Investment Securities

Consumer Lending

Human Respurces

Accounting

Interest Rate Risk

Within 90 days of the effective date of this Agreemenc, the Board shall

submit & resolution to the sifect vthat policies and procedures regarding
the following have been drafted, reviewed and spproved by the Board and

are currently belng utilized by the Inatitutien:

Deposits/Borrowed Funds
Mortgage Backed Securities
Fixed Agsets
Cgehey Assets/Liabiiitles
Purchased Loans
Real Estate Owned
Laetters of Credit
Cash Flow and Liguidity Management
Liquidity Funding
Payment: Systems Risk/Daylight Overdrafts

In addition to the above, the Board of DPirectors shall ensure:

A, that adeguate policies and procedures are &eveiogad, adopted and
implemented for any material aspecr of the operations of Universal;

b, that such policies and procedures conform with all applicable
regulatory requirements and provide for safe and sound operations;

c. that Universal's personnel comply with sueh policies and procedures
and that all appropriste actions are taken in the event of
noncempliange by an employee snd/or mansgement; and
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d. that each exception and/or deparrure from the provisions of such
policiea and procedures are fully documented in the minutes of the
meating of the Board of Direeters following discovery of such
exception and/or departure with supporting rationale for permitting
such exception and/or departure,

IIY. IHTERNAL AUDIT

Within 120 days of the effectiva dave of this agreement, the Board of
Directors shall evaluate the internal audit needs of the Institution and
shall develop and submit an Internal Audit Policy and an Audit Plan
{"Audit Policies") for review and approval by che ARD, which contain at a
minimam various departmental and functional audit programs. More
specifically the Audic Policies shall:

a. Identify each member of the Audlc Committee with no member of
panagemant included as a member of the Audit Committee;

b.  Specify all roporting relationships regarding the intsrnal audit
function and detalling the actountablility of each member invelved in
those functionsg;

£, Provide for at least quarrerly reports by the Audit Committee to the
Board of Directors., All Audlt Committee findings, conclusions and
propesed corrective actions shall be fully documented in the minutes
oL the meetings of the Board of Directors;

d. Centain an analysls of the Institution's resources to deteérmine
whether the Audit Plan’s geals can be complated by a current
employee or whether outside assistance is required. In the event
the Instirution decides to utilize the services of an ourside
consultant, such consultant must have extensive, demonstrated
experience in savings association audit procedures,

Folicy and Audit Flan by the ARD, Universsl’s management shall implement
and adhere to the Internal Audit Policy and Audit Plan immediatsly, The
Auditc Plan should specify in detafl each area to be reviewed during the
next 6§ wmonth pericd and should include, but not be limited to, the risk
areas i{dentified by management and shall be phased in during the
remainder of 1991, The Pelley and Plan shall be re-evaluated thereafter
by the Board of Directefrs on an snnual basis to determine adequacy and to
identify additional areas to be included, modified or deleted,

HTERNAL ASSET REV

Within 60 days from the effective date of this Ordey, the Institution
shall develop, adopt, and submit to the ARD for veviaw and approval,
specific policies and procedures te ensure that the Institucion has an
efficient internal asset review system, The internal asset review system
shall, at a minimum, monitor potential loss, provide information for
determining the adequacy of valustion allowances, and monitor compliance
with applicable policiles., procedures, lavws, and regulations. More
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specifically, the internal asset review system shall require that all
faix value calculacvions be in accordance with generally accapted
accounting principles and 12 C.F.R. § 563.236. Until the internal asset
review system is establishaed, the Institutien shall not declassify any
asset without the prior written spproval of tha aRD,

As used In this Agreement, the term "subsidiary” or "subsidiaries®
includes all zervice corperarions &8 defimed in 12 €. P.R Section 561.45, and
subsidiaries of such seyvice corporations.

As used Iin this Agreement, the term "savings assoclation” shall have ths
meaning &5 set forth in Section 2(4) of the Home Owners Loan Act (YHOLAY), as
amended by Ssction 301 of FIRREA, Pub. L. No. 10L-73, Saction 301 (198%9).

Reference in this Agreement to provisions of statutes, regulstions, and
0TS Memoranda shall be deemed to include references to all amendments to such
provisions &g have been made ag of che effective date of this Agreement
pursuant to Section 401(h) of FIRREA, Pub. L. No. 101-73, Section 401(h)
(1989}, and references to successor provisions as they become applicabla.

All techniecal words or terms used in this sgreement, for which meanings
are not specified or othervwise provided by the provisions of this Agresment,
shall, insofar as applicable, have meanings as defined in Chapter V of Title

12 of the Code of Feders] Repulations, HOL&, and Federal Deposit Inasurance

Act, as amended ("FDIA®). Any such technical words or terms used in this

Agreement and undefined in seid fode of Faders] Begpulations, HOLA, FDIA, ox

OTS Memoranda shall have meanings chat are in conformance with the bese custom
and usage in the savings and loan Industry,

The terms and provisiens of thls Agreement shall be binding upon, and
inure to the benefit of, the partiesz herete and their successors in interest,

.. ..This Agreement shall remain in.-effsct until terwmirmted or wodified, §u
whole or in parc, by the OTS. 0TS will monitor compliance with this Agreement

as soon as reasonably practicable with a view to modification or termination
thereof, in the event that as a result of such monitoring it is determined
that the Institutlen has complied with the applicable terms of this Agreement.
41l requests for termination or modificacion of this Agreement shall be
submitted in writing to the ARD. The ARD mey grant a written request for
termination or modification of this Agreement if, in the ARD's opinion, the
Ingtiturion has satlsfactorily complied with the applicable terms of this
Agreement for an appropriate pericd of time. The ARD‘s grant of such written
vaquest shall enly be evidenced by tha ilssuance of a written amendment to or
termination of this Agreement executed by a duly suthorized representative of
the Cffice of Thrift Supervision.

The ARD may extend time frames in all applicable provisions of the
Agreement for good cause shown.

The 0TS does not by executing this Agreement relinquish any right to take
any regulatory action with respect to the Instivution. The Institucion
acknowledges that {t hag net veceived any oral or written reprasentation to
the concrary by the 0TS or any of {vs agents or emplovees,
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This Agreement shall remain in effect uncil rerminated or suspended by
. the OT8, aeeing chrough the ("ARD"}), or his or her designes,

IN WITNESS WHEREOF, the 0TS, acting through the ARD, and the Institution,

by its duly elected directors, have executaed this Agreement on the dave first
above yritten.

UNTIVERSAL SAVINGS BANK

pHdstors” 77

by £/
ﬁigfc -

By
Diractor
By:
Birector
By: | N i
Director
- OFFICE OF THRIFE SUPERVISION . .. . ° -

By: /\S/

A5315i5§£ Regionsl\pirector
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This Agreement shall remain in effect until terminated or suspended by
the 0TS, acting through the ("ARD"), or his or her designse.

1IN WITNESS WHEREOF, the 0TS, acting through the ARD, and the Institution,

by its duly elected directors, have executed this Agreement on the date Firxst
above wrlitten.

UNIVERSAL SAVINGS BARK

VAT
By /
Hoirectoy [
£/
By: .
Divector
By:
Blrector
By:
DMrector
By: .
Director
Director

“7; 0w+ OFPICE.UF.THRIFT SUPERVISION -

By /5 /

Assistdnt Repfonal bBidector
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UNANIMOUS WRITTEM CONSENT
QF THE
BOARD OF DIRECICRE OF
UNIVERSAL SAVINGS BANK
A Califeznig Savings and Loan Association

The undersidned, being all the directors of Universal
Savings 2ank, & California savings and loan aggociation (the
“Instivution®), seting pursuant to Secticn 307(n) of the
California Corporaticns Code and Sectiocn 4.9 of the Bylaws of
the Instituticn, hereby adept and approve the following
regolutions by written consent without g meeting, which
regoiutions shall be valid and effective as of September
18, 1991, as if adopted et a duly called., noticed and held
meeting of the Board of Dirsgtors:

WHEREAS, the directors of the Institution have been
advised that the Qffice of Thrif: Supervision {(the "0T58") is of
the cpinion thet the Instituticn has not complied with certain
sf the statures and regulations ro wnich the Insvieurien is
subjeect in conducting the business of the Institution and that
it Iy opersting in an unsefe and unsound manner, thereby

roviding grounds for the initiation of formal enforcement
preceedings against the Institution by the OTS8;

WHEREAS, it ig progesed that the Institutien eater
into & supervisory agreemenrt with the 078 {attached hereto as
Exhibit R) (the "Agreement"”) in the inverest of regulatory
cempliance and cooperation with the QTS

WHERELRS, by enhréring inte the Agreement on senalf of
the Institution, the directors of the Institution neither admit
nor deny that the Institution or any subsidiary of the
Insticution hag violated any statutes or regulations or hay baen

epdrating in an unsgfe of unsound manner; and

‘  WHEREAS, after dus comsideratien, the directers of the
institution have determined that it is in the hest interests of
the Imstitution te enter into the Agreemsnt.

. NOW, THEREFQORE, BE IT RESOLVED, that the Agresment,
the provisicns of which sre incerporated herein by this
reference, is hereby approved in sll respects;

RESOLVED FURTHER, that the officers and employees of
the Instituticou are hereby authorized to take any and all
actions which they dsem necessary or appropriate to imediately
imploment the terms of the Agresment: and

‘ RESOLVED FURSTHIR, that any zcticns taksn by &Ry
ofilcer or employes of the Iastivunion within the scope of the
foregoing resolutions sre hereby approved and ratified in all
TRILECTS.
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whie Written Consent as of the date first written above.
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IN WITNESS WHEREQF, the undersigned have executed

/S/

¥ 8. Chafgs Charcaan

/>/
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AV

Visman L. Chow =

s/

ﬁ/’ﬁ%‘a;},ﬁ&ﬁf@
eV

Austin P. Wheatley
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