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SUPERVISORY AGREEMENT ?(/7 g lf

This Supervisory Agreement (“Agreement™) ig made and isz effective this
sth day of March 1992, by and between Surety Pederal Savings Bank, Valleio,
Callfornia (hereinafter "Surety” or tha "Institution”) and the Office of
Thrift Supervigion ("0TS"), an office of the United States Department of
Treasury. Referenceas in this Agreement to the Institution shall be understood
to include all wholly owned or majority owned subsidiaries of tha Inatitution
unless a contrary meaning ls apparent.

WHEREAS, the 0TS is of the opinion that Surety has engaged in practlces
or failed to take certain actions in operating the business of the Institution
that warrant supervisory correction;

WHEREAS, the 01§ acknowledges that Surety has initiated and i{mplemented
some supervisory correctionsg; and

WHEREAS, in the interest of resolving OTS' supervisory concerns in a
cooperative manner, Surety and OTS agree as follows:

ROW THEREFORE, it 13 agreed that:

1. wWithin 30 days of the date of this agreement, Surety shall 1) submit
to the 0TS for non-objection the name and qualifjcations of the recently hired
Compliance/CRA officer, and 23 develcop and submit to the 0TS for approval the
pogition descriptions, level of authority and reporting relaticonshipa for the
Coppliance/CRA offlcer. Non-cbjection to the Cowpliance/CRA officer will be
baged on the review of the individual‘s competence, -experience, character, and
integrity. The Compliance/CRA officer peosition shall be a full time position
covering both the Compllance and CRA responeibilities, and shall be vested
with the appropriate level of responsibility, authority, and resources

necessary to carry out the dutiss of these positions.
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2. Within 60 days of the date of this Agreement, the members of Surety's
Board of Directors and senicr management shall receive training in their
duties and reaponsibilities under federsl civil rights, fair housing and
lending, consumer protection, and other compliance laws and regulations
administered by the 0TS. Prior to providing such training to Surety's Board
of Directors and sanior management, the Institution shall submit a training
plan to the OTS for review and c¢coment.

3. within 90 days of 0TS non-objection to the Compliance/CRA Officer, in
aordaer to ensure substantial compliance and consistent credit decisions which
adhare with the prohiblited proviaions of nondiscrimination, Surety shall
develop and implement c¢learly articulated underwriting standards for both its
-residential and consumer credit products. Prior to implementing underwriting
standards, tha Institution shall submit a copy to the OTS for review and
comment,

4., Within 90 days of OIS non-~objection to the Compliance/CRA Officer, in
ordar to ensure ongoing, effective substantial écmplianco with
nondiscrimination, fair housing and lending, consumer protection, and other
compliance laws and requlations, Surety shall develcp a comprehensive
strategy., including an agenda for full implementation and a mechan;ap for
effective Board of Directors' oversight. The strategy should address not only
the mattars covered by this Agregmapg but alse those aspects of Surety's
business covered by OS's Compllance Actjivities Handbook and any other
pertinent federal and state laws and regqulatjons. At a minimum, the stratagy

shall include tha following actions:

a. A complete self-assessment of the Institution, conducted by the

Complianca Officer, to davelop & plan ("the Plan"} for identifying

and correcting existing deficlencles. This Plan is to include: (i)
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a tizetabls for the review; (il) the means of ioplementing
corrective actions; (iii) & training program and schedule for
currant employoes; ahd (iv} tﬁc follow-up to enasure tha
affactivenass of such actions thersafter. The Plan shall be
gubmitted to 0TS for reviaw and non-objection. Subsequently, a
quarterly report on the status of the Plan's completion is to be
submitted to the QTS by the Board of Directors.

The development and implementation of a written ongoing compliance
program encompassing (i) development and periodic updating of
policies and procedures; [il) training of new and periodic
retraining of axiasting staff; (iil) day-to-day operational controls;
{iv) periodic cogpliance audits; and (v) mechani{sm# for updating the
program and correcting deficlencies that arise. The responsibility
and timetable for implementing each aspect of this program, as wall
ag the upecific areas it will cov-k, should he included. The roles,
responsibilities, and relationship bet#ean relavant sanagement
personnel should be defined, and a description of the Board of
Directors' involvement and cversight role should be set forth.

The developmaent and inplementation of a procedure to review loan
applications denied after tha date revised lending standards are
implemented in accordancs with the Report of Examinatlon dated
December 9, 1991, for conformance with the Institution's revised
standards and compllance with pertinent reguiations. The resulis of
such review will be Lncorporated lnto the Institution's
comprehengive ongoing compllance program set forth above.

The development and lmplementation of a program for monitoring loan

applications received, granted, and denied in order to identify and
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address any disparats patterns in the Institution's lending,
particularly with respect to low/moderats-incoms arsas of the
Institution’s community, minorities, and members of other protected
classes. This monitoring should at a minioum conform to the
reccmrended analyses aet forth in Thrift Bulletin 215, datedt

April 19, 1989, and any applicable subsequent bulletins and should
include a machanism for providing at least semiannually its results
to the Board of Directors and for incorporating them Into the
Ingtitution's bueiness planning,

5. Within 45 dayl of written non-objection to the Plan, the Institution
will implement the initial program for training its staff to ensure consistant
implementation of the Plan and compliance with applicables laws and
regulations. A schedule for this training is to be submitted with the Plan to
the OTS for review and comment.

8. The Institution will establish a formalized CRA program with
apacific goala, obiectives, and accountabllitiei that will be actively
cverseen by its Board of UDirectors, the Compliance/CRA Officer, and uniqr
management. This program should conform, 4t a minimum, to the gquidelines
provided in the *Interagency Policy Statament on the Community Reinvestment
Aet, ™ dated March 30, 1989, and should include (i) a description of sfforts to
ascertain community credit needs and affirmatively incorporate the results of
those afforts into the Institution's planning for product developoent and
delivery; {(ii) incorporation of the results of the Institution's monitoring of
its lending patterns; and (iii) periocdic evaluation of the Institutlon's own
performance and procedures for documenting its CRA activities and how they

ralate to its CRA goals.
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7. Prior to sach regularly scheduled meeting of the Board of Directors
occurring after completion of each calendar quarter, the Compliance/CRA
officer shall prepare and submit as part of the package provided to the Board
of Directors a comprehensive report regarding compliance matters. At each
regularly scheduled meeting occurring after completion of each calendar
quarter, the Board of Directors will review the report pruﬁaxad by the
Compliance/CRA officer and provida certification of such raview to the OTS
along with a description of any proposed corrective action. The report by the
Compliance/CRA officer should include, at a minimum, evidance:

(i) that the Institution's loan application register (s completsd

as requirsd by Title 12 C.P.R. Part 528.6({d)}{2);

{i3) that the Institution does not deny or discourage loan
applicants on any prohibited basis, including lending practices
which are not consiatently applied to all applicants, as
required by to Title 12 C.PF.R. Parts 202 and 528 and 42 U.8.C.
§ 3801; |

{iii) that the Institution reviews its underwriting guidelines on an
annual basis for discrimination issues as required by Title 12
C.P.R. § 528B.2a(b); -

{iv} that the last S years of the Inst@tution'l home mortgage
reports for are available as required by Title 12 C.F.R.

§ 203.5 (Home Mortgags Disclosurs Act)y

{v} that the specific reason(s] for adversa action taken on a loan
application is documented in the Institution’'s lpan application
files as required by Title 12 C.P.R. § 202.12(b) {Regulation B
of the Federal Reserve System) and 12 U.5.C. § 1691 et seq.

{Equal Credit Opportunity Act);
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(vi)

{vis)

(viis)

(4x)

{x}

(=)

1,

that the Institution’s adverse action notices lisc tﬁn T8 s
the faderal agency As roquiresd by Title 12 C.F.X. § 202.%(b)(1)
(Regulation ;S‘und 12 U.85.C. ¢ 1691 ot seq. (Equal cQust
Opportunity Act))

that the Institution's loan disclosurs stataments are provided
within the applicable time frames as required by rtt?o 12
C.F.R. §% 226.19(a)(1) and 226.19(b) (Regulation % o; tha
Fadaral Reserve Systam), 13 U.8.C. § 1601 at seq. (:éuth*iu-
lending Act}), Title 12 C.P.R. §8 583.39(Db) and 563.9?(4); and: L
Title 24 C.P.A. § 3500.6(a) (Regulation X of the Dapactment of - -
Housing and Urban Developament), and 12 u.suc.-sazsczéac ey,
(Real Estste Sottlament pProcsdurs At)} - e 5.-~.._w¢
that the maximum iatersst rate for the Institutioan’'s
conatruction loans is documentsd as required by rtel@ 12 ¢c.r.x.
§ 226.30 (Regulation 3) and 13 U.8.C. $ 1801 ot seq. (Truth~
in~Lending Aot)) |

that construction loan APR'S are accuratsly caloulatad as set
forth in Title 12 C.F.R. § 226.22(s) (Regulation § and Appendix
D of said ;'oq-uu::.on) and 18 U.8.C. 1601 wt seq, (%rmth*in-‘
Lending Act)y |

that constructien lcans "amount financed” ls correct as set
forth in Title 12 C.P.R. § 226.18 (Regulation ¥ and Appendix D
of sa1a regulation) and 13 U.5.C. § 1601 et seq. -(Truth-in=.
Lending Act)y :

that ARM loan disclosures contain language pertaining to
historical index value as required aysz a.i.n.

§ 563.99(D){20) (vill)s



(xiiiy

{(xiv}

(xv)

{xvi)

{xvil)

{xviii)

disclosure as rsquired by to Title 12 é-f'l. § 205.7(a) and 12
U.5.C. § 1633(b) (Blectric Mund Transfers Act)}

that the Institution has implementaed and is adhering to written
policies and procecurss addressing funds availability not
inconsistent with 12 C.P.R. Part 229 (Regulation CC) and 12
U.5.C. § 4001 st ssq. (Expedited Punds Avallability Act) and is
providing staff training as required by Title 12 C.F.R.

§ 229.19(f);

that check heold information is provided to customers as
required by Title 12 C.Z.R. § 229.13(g)(2) (Regulation CC);
that the Instituticon has implemented and 1s adhering to
comprehansive written policies and provide staff training
pursuant to Title 12 C.P.R. § 563.177(¢) and 31 U.5.C. § 5311
et ;aq. (Bank Secrecy Act);

that Institution staff ia submitting reports of currency
transactions, including lulpiciogs transactions, on the
Currency Transaction Report forms, as required by Title 21
C.P.R. § 103.27 of the Treasury Regqulations and 31 U.8.C.

§ 5311 et sag. {Currancy and Poreign Transactions Reporting
{Banks Secrecy Act));

that Institution staff is documenting the basis for exempting
customers, if any, from currency transaction reporting as
required by Title 31 C.P.R. § 103.22(d) of the Traasury
Regulations;

that Iastitution staff is using the correct forms to capture

the information regarding bank checks, drafts, cashler's
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{xix}

checks, money orders and travelers checks as required by Title
31 C.7.R. § 103.29% of the Tresasury Regulations; and '
that Institution staff is completely and correctly obtaining
all information on Currency Transaction Report forms as
required by Title 31 C.P.R. § 103.27(d) of the Treasury
Requlations and 31 U.8.C. § 5311 et seq. (Currency and Foreign

Transactions Reporting (Banks Sacrecy Act))

8. For good cause shown, the Assistant Reglonal Director may extend the

time to complete any act required by the Agreement, speciflcally;

A.

If the Assistant Regional Director disapproves any policy,
plan, or act submitted for approval under the terms of this
Agreement, Surety shall submit a revision of the policy, plan,
or act, to the Assistant Regional Director within 30 days after
Lt‘racalv¢s written notice of disapprovalj;

Ho policy, plan, or act, approved by the Assistant Regional
Director may be amended, lu:pon&od, or revoked without the
prior written approval of the Assistant Regional Director,
axcept as required by amendments to any applicable laws,
requlations or rules referrad to in the Agreement. However, if
Sursty has heen in substantial compllance with any requirement
imposed by this Agreement for a reasonable period of time, the
Assistant Regional Director may terminate such requirement upon

written request.

9. Those plans, policies, procedures or evidence of corrective or cther

actions expressly required by this Agreement to be submitted directly to the

OTS for approval, shall be prepared by Surety management and submitted to the

Board for review and approval. Upon review and approval by the Soard, the

U 6 R S W

. B g



Board shall direct management tc submit such plan, policy, procedure, or
action to the OTS for its approval.

10. Those plans, policies, procedures, and corrective or other actions
not expressly required by this Agreement to be approved by the 0TS, shall be
prapared by Surety management and submitted to the Board for review and
approval., Upon review and approval by the Board, the Board shall direct
management to ilmplement and adhers to such plan, policy, procedure, or action.

11, All plans, policiss, procedures, or svidence of corrective or other
actions required by this Agreement shall be maintained by Surety for review by
TS for compliance with this Agreement.

12. The Board shall submit to OTS by the tenth day following the
regularly scheduled Board meeting following each calendar guarter d;zinq tha
duration of this Agreement A report detaliling Surety's progress, status andfor
adherance to each of the requirenents set forth in Paragraphs 1 through 7 of
this Agreement. Included in such quarterly report shall be sufficient detail
of the avidence the Board reviewed to establish the progresy, status and/orx
adherence to the requirsments of Paragraphs 1 through 7. The status reaport
should also include a discussion of any material variances or deviations from
the Plan required in Paragraph 4 of this Agreenment.

13, The OTS dces not relinguish any of lts rights to take any
supervigory or other action whatacaver with respect to Suraty as a result of
this Agreement. Surety acknowledges that it has not received any oral or
written representaticns to the contrary by 0TS or any of its agents or
employeeas,

14. As used in this Agreement, the term “savings bank™ shall have ths
meaning as set forth in Section 2{4) of the Hoow Owners Loan Act ("EOLA"), as

amended by Section 301 of PIRREA, Pub. L. No. 101-73, Section 301 (1989).

9

P g T T R T

PP —



15. Refersntes in this Agreement to provisions of statutes, regulations,
and OTS Memcrands shall be deemed to include refersnces to all apendsents to
such provislons as have been made as of the eaffective date of this Agreement
pursuant to Section 4Ql{h) of PIRREA, Pub. L. No. 101-73, Section 401(h)
{1$8%), and references to successor provisions as they become applicable.

16. All technical words or terms used in this Agreement, for which
mganings are not defined or otherwise provided by the provisions of this
Agreement, shall, insofar as applicable, have the meanings set forth in
Chaptar V of Title 12 of the Code of Federal Regulations and any such
taechnical words or terms used in this Agreament and undefined in said Code of
Pederal Regulations shall have meanings that accord with the best custom and
usage in the savings and loan industry.

17. 7This Agreement has beaen duly authorized, exscuted, and deliversd,
and constitutes, in‘accozdance with its terms, a valid and binding agreement
of Surety and the OT8. It (s understood and agreed that this Agreemant is a
'w:ittgn agreegent” between the depository tnutigution and the OTS, as that
term is usged in Section 8§ of the Pederal Deposit Insurance Act {12 U.s5.C.

§ 1i8ig).

18. This Agreement constitutes the entire agreement between the OTS and
the Institution, but does not supersede any pri@z order, dirsctive, or
agreement imposed upon, or agreed to, by Surety. No amendment or modificaticn
of this Agrsement shall be valid and binding unless “cxmt.d”in writiné by
both the OTS and Surety.

19. The terms and provisions of this Agreement shall be binding upon,
and i{nure to the benefit of, the parties harsto, their successors in Interest,

and respective assigns.
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20. This Agreesent shall remain in effect until terminated by the OTS.
All requests for tsrmination of the Agreement shall be subaitted to ti.
Assistant Regicnal Director. Upon review of any such request, the Assistant
Regional Director shall make & recommendation to the Regional Director for
danial or approval of the request. The Regional Director may grant a written
request for tearmination or modification of the Agresement if, in his opinion,
Surety has satisfactorily complied with the terms of this Agresment for an
appropriate period of time, The Reglonal Director’'s grant of such written
request shall only be evidenced by the lasuance of & written amendment to this
Agreement executed hf a duly authorized reapresentative of the OTS.

21. A certified copy of the Board's resolution authorizing the execution
of this Agreement, evidencing its intent to be bound thersby and requiring
action to be taken to comply with its terms, shall be attached heretn as

Bxhibit A and made part thereof.

IN WITNESS WHEREOF, the 0TS, acting through the Assistant Regional
Director, and the Instituytion, acting through its duly elected directors, have
executed this Agreement as of the date first above written.

OPPFICE OF THRIFT SUPERVISION W
RS .,

/5) ' ( v

JHmes Woods /v;/f
Agsistant Regional Director — -

west Reglon y j. /
/)
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RESOLUTION

IT IS HEREBY RESOLVED by the Board of Directors of Surety
Federal Savings Bank, Vallejo, California, that the Edard be, and
it hereby is, authorized to execute that certain Supervisory
Agreement, dated and effective the 6th day of March, 1992,
between the Bank and the Office of Thrift Supervision, an office
of the United States Department ¢of Treasury; and

IT IS FURTHER RESOLVED that each individual member of the

Board is hereby ordered and directed to execute said Agreement.
CERTIPICATION

I, BERNARD J. FAVARO, am the Assistaht Secretary of the
Surety Federal Savings Bank, Vallejo, California. I DO HEREBY
CERTIFY that the above Rescolution is a true and exact copy of the
Resolution passed by the Board of Directors of said Bank, upon
motion duly made, seconded and passed unanimously, on the éth day
of March, 1992.

Executed under penalty of perijury this 6th day of March,

1992, at vallejo, California.

’i! ‘; .
AR
iy

BERNARD J. FAVARO
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