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SUPERVISORY AGREEMENT BETWEEN
PACIFIC FIRST BANK, A FEDERAL SAVIHGS BANK
AND

THE OFFICE OF THRIFT SUPERVISION :

This Supervisory Agreement ("Agreement") is maéa and is

Cee . IS bk
effective this _18th aqay of February 45953 by and between Pacific

First Bank, a Federal Savings Bank, Seattle, Washington (hereinafter
"PFB" or the “Institution") and the oOffice of Thrift Supervision
{"OTs"), a bureau of the Department of the Treasury, an agency of the
United States. _

WHEREAS, the OTS ls of the opinion that PFB has engaéed in acts
and practices in opsrating the business of the Institution that
warrant corrective action, and

WHEREAS, PFB desires to improve its cperations &nd te strengthen
its management as requested by the 0TS;

NOW THEREFORE, in the interest of resolving OTS's supervisory
concerns in a cooperative manner, PFB and OTS agree ag follows:

1.  Mapagenment. ~

(a) PFB agrees to retaln gqualliflied management acceptable to the
oTs. Each nember of management shall have qualifications and
experience c;mmensurate with his or her duties at PFB, |

(b} The gqualifications of mainagement shall be assessed on

ita ability to:

i} correct all deficlencles in PFB's operations;
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i1) operate PFB in a safe and sound manner;
11i) comply with applicables laws and regulations; and
iv}) comply with the requirements of this Agreement.
2. Board of Directors. PFB shall have, and continually
maintain, a Board of Directors having at least a majority of

independent, outside directors.

3. W&ﬂiﬁ!- ?FB sball ensure that its assats

 are hccurataiy “¢laseifiad’ aﬂd categorizad “in accordanca with tho
reguirements of all applicable reports to its Board of Directors, ths
OTS and the public. PFB shall improve {ts internai agsset review
system by undertaking an analysis of its current system. With
respect to deflcienciea noted, a plan to correct the deficlencles
shall be promptly prepared and implemented., Among othexr things, the

plan shall specify procedures and meodify reporting relationships to

4. Problem Assetg. Within 45 days from the date of this
Agreement, PFB shall develop written plans for the collection of all

of ite current problem assets. Thereafter, within 30 days after any
asset becomes a problem asset, PFB shall adopt a written plan for
each such problem asset, which shall then be immediately implemented.
For the purposes of this Agreement, a "problem asset® shall mean any
asget (including unfunded commitments) involving a commitment or an
amount dua PFB in excess of $500,000 that:

13 has been adversely classified or criticized by the 0TS

as a result of its examination of PFB conducted as of June 3, 1991
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or is adversely classifled or criticized by elther tha ¥pIC or.tha
OTS as a result of any subseguent esxamination of PFB; or-

ii) has been accorded a sub-investment gquality rating
and/or has been designated a work-out or watch-list agset, or some
equivalent designation, as the result of an internal asset review and

rating procedure performed by PFB or by another party on behalf of

PFB; or -
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placed in either a non-accrual or non-earning status by PFB; or

iv) has been partially charged-off.
Each such plan shall include, at a minimum, an assessment of the
status of each problem assst, the proposed action to eliminate the
cause or causes of such asset being a problem, and the time frame for

tha collection of any amounts determined to be due PFB.

5. Matured Loaps.

{a) No later than 30 days from the date of this Agrsement, PFB
shall review all loans currently on ite books that have matured and
have not bean extendsd. Such review shall be undertaken in order to
determine the appropriate reporting for such loans., PFB shall then

promptly submit any necessary reporting revisions to the 073.

(b) PFB shall further develop and {mplement a plan with
appropriate policies and procedures to prevent a future recurrence

of a material volume of guch matured loans,.

6. General Valuation Allowances ("GYAs"). PFB ghall maintain

an adequate level of GVAes at all times, which shall be reflscted on

" 7 114) 18" past due in excess of 90 days and/or has been

NP ——
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all periodic financlial reports filed with the 0TS and any other
regulatory agency. To this end, PFB shall promptly prepare a plan
containing a revised GVA methodology. Such plan shall outline how
PFB lntends to determine an appreopriate level of GVAs. It shall

further indlicate how PFB will ensure that an adseguate amount of GVAs
is continually maintained and approprlately reflected on all future

periodic financial reports. .

w10 gorrective Action. - $FB. shall. engure : €hat- all ofithe - -

deficlencles cited In the 0TS Report of Examination conducted as of
June 3, 1991 regarding the real estate appraisal function (including
waaknegges found in the review of fee appraisals), interest rate risk
analysis and monitoring processes, and asset pricing are promptly
corrected.

8. Ccapital. In addition to the tangible and risk-based
capital requirements required by the OTS, PFB shall be required to
maintain a core capital ratic of 5.0 psrcant at all times. Adherancs
to such core capital requirement at any given time shall be
determined by calculating PFB's core capital ratio atfter giving

effect to all applicable phase-outs and exclusions from capital at

such timae.

9. caplital Distributions. PFB agrees not to pay or otherwise

make any capltal distribution in cash or in kind to its shareholder
unleseg 1t lg authorized to make such capital distribution under 12
C.F.R. § 563.134, after giving effect to the core capital requirement

imposed by paragraph 8 of this Agreement. The foregoing restriction
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does not preclude PFB from seeking authorization from tha OTS to make
any capital distribution where such authorization i{s specifically
required and muet first be obtained under 12 C.F.R. § 563.134.

10. Investigations. PFB agrees to conduct an independent
investigation regarding the adequacy of its corporate accounting
policies and procedures with respect to general 1ledger account
reconciliation and reporting. It shall further conduct_an audit of
‘.%&éﬁ}opérhﬁipnéfséfvfésgfbégartéénﬁ‘forgfhé{bnrﬁoa§f§£3dé%é?mtﬁing;~
whether 1t has adéquate internal controls. Such audit shall include
a review of PFB's general ledger controls, procedures and practices,
and transactions involving Automated cClearing House and Federal
Reserve Bank Accounts. Detalled audit testing shall also be
performed of Journal entries, supervisory approval of Jjournal
computer pasgsworde granting employees access to general

entries,

ledger accounte, and of any other matter that may be deemed

appropriate. Wilth respect to any adverse findings, a plan to correct

same shall be prepared.

1i. Reporting. PFB agrees to take whatever steps it deems
necessary to ensure that all applicable Thrift Financlal Reports
submitted to the OTS are complete and accurate, contain no material

omissions, and are flled with the 0TS on & timely basis.

12. Ho Walver by OTS. The OTE does not rellingquish any of its

rights to take any Bupervisory or other action whatsocever with

respect to PFB as a result of this Agreement. PFB acknowledges that
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it has not received any oral or written representations to the

contrary by OTS or any of its agents or employeses.

13. Terme: Hords and Phrages. All technicel words or terms

used in this Agreement, for which meanings are not specified or
otherwlse provided by the provisions of this Agresment, shall have
meanings as defined in the pertinent regulations of the 0TS in effect

as of the date of this Agreement, and any such technical words or

- . terma.used in this Agreement and ,uﬁdegingg-;_;3*s&igi'.i‘rqg}ziapionggs};g_l_l -

have meaninge that accord with the best custom and usage in the

savings and loan industry.

14. authorization:; Binding  Written. Agreement Under FRIA:
Amendments. This Agresment has been duly authorized, executed, and
delivered, and constitutes, in accordance with ite terme, a valid and
binding agreement between PFB and tha OTS. It 1s understood and
agreed that this Agreement is a "“written agreement" between the
depository Institution and the agency, as that term is used J.n.
Section 8 of the Federal Depesit Insurance Act (12 U.S$.C. Section
1818). Mo amendment or modificatlion of this Agreement shall be valid
and binding unless executed in writing by both the 0TS and PFB.

15, Successors and Asslgns. The terms and provisions of this
Agreement shall be binding upon, apnd inure to the benefit of, the
parties hereto, thelr successors in interest, and respective assigns.

16. Termination of Agreement. The OTS, acting through ite
Assistant Regional Director ("ARD") of the Western Region of San

Francisco, shall have the power to terminate this Agreement at any

B LAt
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time. The ARD shall grant written requests for termination of the
Agresment, if, Iin his or her opinion, PFB has satisfactorily complied
with the terms of this Agresment for a period of time deemed
appropriate by the ARD, The ARD shall only grant a modification of
this Agreement {f such modification is deemed necessary or desirable,

in his or her socle discretion.

17. Beard Resolution. A certified copy of the Board's
4 reéaiﬁtioh-ununimdﬁslyfuutﬁﬁtiiihgﬁa'ﬂeniofféxéédtIVé‘Effideféof*Pﬁﬁ-"
to exscute this Agreement, evidencing PFB's intent to be bound

thereby and requiring action to be taken to comply with its terms,

is attached hereto as Exhlbit A and made a part hereof.

Approved:
OFFICE OF THRIFT SUPERVISION PACIF RST BANK
A E VINGS BANK
/ U | e/
o f ] f,_d,z
By:. Il - ..___
Kathleen M. McRulty / Joinﬁﬁ‘ De%ﬂ
Assdistant Regional Director Chhert tive ofricer

West Region

daw 1371 supsgron.pf
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EXHIBIT A

to the Supervisory Agreement
between Pacific First Bank, = Federal Savings Bank
and the Office of Thrift Supervision

I, Mark D. Bradner, being the duly elected Secretary of
Pacific First Bank, a Federal Savings Bank (the "Bank"),
hereby certify that the following resolutions were adopted
unanimously by those directors present at a special meeting
of the Board of Directors of the Bank that was duly held on
February 14, 1992, that such resolutions have not since been
modified or rescinded and that they continue in full force
and effect, and that Exhibit I referred to in <those
resolutions is an unexecuted but otherwise identical copy of
the Agreement to which this Exhibit A is attached:

WHEREAS, the Office of Thrift Supervision has requested
that Pacific First Bank, a Federal Savings Bank (the
"Bank") execute a Supervisory Agreement in the form
attached hereto as Exhibit I (the "Agreement®); and

WHEREAS, the majority of the obligations that would be
imposed by entering into the Agreement are included in
management action plans which the management of the
Bank already has been instructed by this Board of
Directors to implement and the progress of such
implementation is being reported to the Board of
Directors, both directly and through the Regulatory
Action Plan Committee that has been established by the
Board of Directors; and

WHEREAS, management of the Bank has informed the Board
of Directors of management's confidence that the Bank
can fulfill all of the terms and conditions of the
Agreement and the Board of Directors understands that
entering into the Agreement is not in itself an
admission that the Bank has violated any law, rule or
regulation or otherwise engaged in any unsafe or
unsound practice;

NOW, THEREFORE, IT IS RESOLVED, that the Bank is hereby
authorized and directed to enter into the Agreement and
the Chief Executive Officer of the Bank is authorized
to execute the Agreement on behalf of the Bank:

RESOLVED FURTHER, that senior management of the Bank is
hereby directed to take such steps as are necessary to

A



ensure compliance with the terms of the Agreement by
the Bank and to report to the Bcard of Directors and to
the appropriate committees of the Board the measures to

be taken to ensure such compliance and the progress in

implementing those measures.
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Mark D, Bradner”
Secretary

February 4, 19952
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