
SUPERVISORY AGREEXENT 

This Supervisory Agreement ("Agreement") is mule and is effective this 

6th day of Xarch 1992, by and between Surety Federal Savings Bank, Vallejo, 

california (hereinafter 'Surety" or the 'Institution") and the Office of 

Thrift Supervision ("OTS"), an office of the United State. Department of 

Treasury. References in this Agreement to the Institution shall be understood 

to include all wholly owned or majority owned subsidiuiee of the Institution 

unless a contrary meaning is apparent. 

WHEREAS, the OTS is of the opinion that Surety has engaged in practices 

or failed to take certain actions in operating the business of the Institution 

that warrant supervisory correctionf 

WHEREAS, the OTS acknowledges that Surety ha. initiated and implemPnted 

some supervisory correction81 and 

WHEREAS, in the interest of resolving OTS' .uporvisory concerns in a 

cooperative manner, Surety and OTS agree as follow~r 

NOW THZREFORB, it is agreed thatt 

1. Within 30 days of the date of this agreement, Surety shall 1) submit 

to the OTS for non-objection the name and qualifications of the recently hired 

Compliance/CR11 officer, and 2) develop and submit to the OTS for approval the 

position description., level of authority and reporting relationships for the 

Compliance/cRA officer. Non-objection to the Canpliance/cRA officer will be 

based on the review of the individual's caapetence, experience, character, and 

integrity. The Compliance/cRA officer position ahall be a full time position 

covering both the Compliance and CFtA respcnsibilities, and shall be vested 

with the appropriate level of reeponeibility, authority, and resources 

necessary to carry out the duties of these poeftions. 



2.  within 60 days of t h e  date Of t h i s  ~~~~nt, t h e  m%mbrrs of Surety's 

w a r d  of Directors  and senior  Ktamg-W%t s h a l l  roceivm t r a i n i n g  in  t h e i r  

d , t i e s  and responsib i l i t ie*  under federal  c i v i l  r igh t s ,  f a i r  housing and 

lending, consumer protection, and other cemplimce laws and regulat ions 

alministered by the MS. Pr ior  t o  providing such t r a in ing  t o  Surety's g o a d  

of Directors and senior fDMa9emOntt the I n s t i t u t i o n  s h a l l  submit t r a in ing  

?:an t o  the MS for  reviev and cQ(IPUnt. 

3 .  Within 90 days of MS non-objection t o  the Compliance/cRA Officer ,  i n  

o rde r  t o  ensure subs tant ia l  compliance and consistent  credit decisions which 

adhere w i t h  t h e  prohibited provisions of nondiscxfrmination, Surety s h a l l  

develop and Fmplamsnt c l e a r l y  M k ~ 1 a t . d  undervriting standards f o r  both its 

r e s i d e n t i a l  and conaumor c r e d i t  products. P r io r  t o  implementing undervriting 

standards, the  Ins t i tu t ion  s h a l l  rubslit I copy t o  the  OTS f o r  review and 

coment  . 
4. Within 90 days of MS non-objection t o  tho c4mpliance/m Officer ,  Ln 

order  t o  ensure ongoing, e f f e c t i v e  8ubstantial  cW~pliance with 

nondiscrimination, f a i r  housing and lending, consumer protection, and other  

compliance laws and regulations, Surety s h a l l  develop a comprehensive 

s t ra tegy,  including an agenda fo r  f u l l  Lqplewmtation and a mschaniw fo r  

e f f e c t i v e  Board of Directors '  wers igh t .  The s t ra tegy should address not only 

t h e  matters covered by t h i n  Agreement but a l s o  those aspects of Surety 's  

business covered by OTS's m l l a n c e  Ac t iv i t i e s  Handbee$ and any other  

per t inent  federa l  and s t a t e  laws and r .pulat ions.  A t  a minimum, the  s t ra tegy 

s h a l l  include t h e  following actions8 

a. A coaplete self-aseessnrcnt of the  Ins t i tu t ion ,  conducted by t h e  

Cwrrpliance Officer ,  t o  develop a plan ("the Plan") fo r  identifying 

and correct ing ex i s t ing  deficiencies.  This Plan is t o  include: (i) 



a tiamtabla fo r  t h a  r e v i w j  fii) tha  nums of inrplserntinq 

correc t iva  actions; (iii) a t ra in ing program and schedula for  

current  employee*; and ( i v )  the  follow-up t o  ensure t h e  

effect ivenoes of such actiona thereaf ter .  The Plan ahal l  be 

s u b m i t t e d  t o  M S  f o r  review and non-objection. Subeequently, a 

quarterly report on the  s t a t u s  of t h e  Plan's completion is t o  b. 

e u m i t t e d  t o  the oTS by t h e  Baud of Directors. 

b. The developaent and Lmplomontation of a written ongoing compliance 

program encompassing ( I )  dovelopent  and p r i o d i o  u@atlng of 

po l i c i e s  and procedures; fii) t ra in ing  of neu and p l r iod ic  

r e t r a in ing  of exie t ing  s t a f fz  (iii) day-to-day operational controls; 

( i v )  periodic compliance audits ;  and to) nuchanisme fo r  updatlng t h e  

program and correct ing def ic iencies  t h a t  ar tse.  The reeponeibi l i ty 

and timetable f o r  Lmplamonting each aspect of t h i s  program, a s  wll 

ae t h e  speci f ic  a reas  it w i l l  covet, Should b. included. The rolea, 

responsib i l i t ies ,  and re la t ionship  h t w e r n  relevant  management 

personnel should b. defined, m d  a daect ipt ion of the b a r d  of 

Dizectors' involoement and w e r r i g h t  ro la  ahould ba set forth.  

c. The developnont and Lmplemontatioa of a procedure t o  revfeu loan 

applicat ions denied a f t e r  t h a  da ta  revised lending standards are 

implemented i n  accordancr with the  R e p o r t  of Examination dated 

Decembor 9, 1991, f o r  conformanca with t h e  I n s t i t u t i o n ' s  revised 

standards and cuapliance with p r t i n e n t  regulations. The resu l t s  of 

such review w i l l  bo Lncorporated i n t o  the  Znstitution'8 

comprehensive ongoing compliance program sat f o r t h  a v r .  

d. The d e v e l o p n t  and Lnplwrantation of a program fo r  iuonitoring loan 

applicat ions received, g r m t e d ,  and denied i n  order  t o  ident i fy  and 



addreen any dispuate pattuns In the Inetitution's lendinp, 

particularly with reswct to lowfmoderate-incao. areas of thm 

Institution's community, minorities, and members of other pr0tect.d 

classes. This monitoring should at a minimum conform to the 

recommended analyse* aot forth in Th~ift Bulletin IS, dated 

April 19, 1989, and m y  applicable subsequent bulletins and should 

include a mechanism for providing at least semiannually it8 results 

to tho Board of Directors and for incorporating t h m  lnto th. 

Institution's business planning. 

5. Within 45 days of written non-objection to the Plan, the Institution 

will kaplement the initial program for training its staff to ensure conoi8tmnt 

implementation of the Plan and compli~ce with applicable lawe and 

regulations. A schedule for this training is to be submitted wlth the Plan to 

the M S  for review and coment. 

6. The Institution will establish a formalized CIU program with 

specific goale, objectives, and accountabilities that will bm actively 

overseen by its Board of Directors, the OompliancefCIU Officer, and senior 

management. This program should confow, at a minimum, to tha guidelines 

provided in the 'Interagency Policy Statemnt om the Commrnity Reinvestnunt 

Act,. dated Xmch 30, 1989, and should include (i) a description of efforts to 

ascertain community credit needs and affirmatively incorporate the results of 

those efforts into the Institution's planing for product davelopnt and 

deliveryt (ti) incorporation of the results of the Institution's mnitorinq of 

its lending patterns; and (iii) pcriodic evaluation of the Ins<itution's own 

performance and procedures for documenting its CIU activities and h w  they 

relate to its CIU, goals. 



7. Prior to each r0~~1arly scheduled mooting of tho SO& of Directors 

occurring after canpletion of each calendu purrear, tho ~ l i ~ ~ % c e / Q U .  

officer ohall prepare and submit as part of the plchge provided to the ward 

of Directors a comprehensive repcrt regarding cclsplimce matters. At each 

regularly scheduled meeting occurring after ccmpletion of each calendu 

quarter, the Boud of Directors will rop.i.w the report pre&red by the 

C3mpliance/cRA officer and provide certification 02 such reviw to the OTS 

along with a description of any proposed corrsccive action. The report by the 

Comp1iancefCR.A officer should include, at a minlaum, evidencer 

that the Institution's lorn application register is completed 

as required by Title 12 C.P.R. park 528.6(d)(Z); 

that the Institution dors not dony or discourage loan 

applicante on any prohibited basis, including lending practices 

which are not consistently applied to all applicants, a# 

required by to Title 12 C.I.R. Parts 202 urb 528 and 42 U.S.C. 

S 3601; 

that the Institution reviews its underwriting quidelinor on m 

annual basis for discrkoination issues as requf-ted by Title 12 

c.r.a. s S28.2a(b); 

that tho last S yeam of the Institution's houa mortgage 

reports for are available as required by Title 12 C.P.R. 

5 203.5 (8- Xortqage Discloeure M ) i  

that tho sp.cific reason(.) for advereo action takon on r L o m  

application is documontad in th. 1n.titution's loan application 

files ae requirod by Title 12 C.P.R. $ 202.12(bf (R.gulation B 

of the Pederal Reserv. Syetgn) md 12 U.S.C. S 1691 et soq. 

(Equal Credit Opplrtunity A c t ) ;  

5 



tho fwarrl agony a8 yIulred by zitla I2 C.?.R. S Z O l . t ( b ) ( X )  

(RmpulAtlon 8 )  And I2 V. I .C .  S 1691 at soq. (Xqu~l Crdl t  

wlthin ths ~ppllerbla t h  Iruwm am rwirnl by ritlo 12 



... - 
dfse lonr r r  as required by to T i t l e  12 C.t.1. S 205.?(a) md 12 

U.S.C. S 1693(b) ( S l e c t r i c  htnd Tranmfww A c t ) ;  

( x i i i )  t h a t  t h e  I n s t i t u t i o n  ham Lmpl~murted a d  is adhering t o  w i t t e n  

pollciem and procedures addressing funds a v a i l a b i l i t y  not 

inconmimtent with 12 C.F.R. p a r t  229 (Rogulltion CE) and 12 

U.S.C. S 4001 et m e q .  (~xp.di t iad hndm Avai labi l i ty  A c t )  and La 

proridfng mtaff t r a i n i n g  am required by T i t l e  12 C.F.R. 

S 229.19(f)j  

(xip.1 t h a t  check hold infofmation is ps0vid.d t o  customers am 

required by T i t l e  12 C.I.R. S 229.13(9)(1) (Regulation CC) )  

fxv) t h a t  tth I n s t i t u t i o n  ham implemented and f. adhering to  

ccmprohenrive wr i t t en  p o l i c i e s  and provide mtaff t ra in ing  

ptrmuant t o  T i t l e  12 C.F.R. S 563.177(c) and 31 U.S.C. S 5311 

et seq. (Bank Secrecy A c t ) ;  

(mi)  t h a t  I n s t i t u t i o n  mtaff i m  mubimitting rrportm of currency 

transact ions,  including mmpicious t ransact ions,  on t h e  

curreocy Transaction Report forrm,, a s  required by T i t l e  31 

C.F.R. S 103.27 of the Treasury Regulations and 31 U.S.C. 

5 5311 et  soq. (Currency urd Foreign Transactionm Reporting 

(Baaka Secrew A c t )  ); 

( x v i i )  t h a t  I n s t i t u t i o n  mtaff is documsating t h e  baeim for  exempting 

c u r t a m r s ,  i f  any, f r o a  currency t ransac t ion  reporting am 

r%&uired by T i t l e  31 C.F.R. S 103.22(d) of Ute Treasury 

Regulationm; +. 

(mr i i i )  t h a t  Inmt i tu t ion  s t a f f  is uming the c o r r w t  forma to capture 

the  informition r.grrding bank check., d r r f t m ,  cashier ' s  



checks, money orders aad t r a v e l e r s  checks u r.puFml by T i t l o  

31 C.T.R. S 103.29 of thm Treasury R.pula t ions~ and 

(xfx) t h a t  Ins t i tu t ion  s t a f f  is ccmpletefy m d  correct ly obtaining 

a11 LnfoMution on Currency Transaction Report f o r m  a s  

required by T i t l e  31 C.1.R. S 103.27(d) of t h e  Treasury 

R.gulations md 31 U.S.C. S 5311 at soq. (Currency m d  Toreign 

Trmeactions R.po*fag (Bonks  Secr8ey A c t ) )  

8. Tor good cause shown, the Aseietant  Regional Director may extend t h e  

t h e  t o  complete m y  a c t  required by thm Agreement, rp .c i f ica l ly ;  

a. I f  t h e  Assistant Regional Director  disapproves My policy, 

plan, o r  a c t  submitted f o r  approval under t h e  terms of t h i s  

Agreemnt, Surety s h a l l  .uhnit a revision of the  policy, plur,  

o r  ac t ,  t o  the  Assistant  Regional Director within 30 days a f t e r  

it receive# written no t i ce  of disappmval; 

b. No policy, plan, o r  ac t ,  approved by the  Assistant Regional 

Director may b. amended, msp.nded, o r  revoked without the 

p r i o r  wri t ten approval of  t h e  AssisCant Regional Director, 

except a s  required by &wndtrunts t o  any applicdblm laws, 

regulat ions o r  n t l e s  n f u r +  to  in  the Agrernunt. Bowsper, i f  

Surety has boon i n  nrbsturtial ccmpllurce with any requirernsnt 

impoeed by t h i s  Agrermont f o r  a reasonable period of t k m ,  t h e  

Assisturt RsgiOIIal Director  may terminate such requirement upon 

wri t ten  roqueet. 

9. Those plans, pol ic ies ,  procaduree o r  evidence of correct ive o r  o ther  

ac t ions  expressly required by t h i s  Agr.arunt t o  k subiaitted d i rec t ly  t o  the 

QPS f o r  approval, s h a l l  k prepwed by Surety nunagemant a d  sukoitted t o  t h e  

m u d  f o r  review ~d approval. Upon mi- and approval hy the  ward ,  the  

a 



gored s h a l l  d i r e c t  muup-t t o  sutait such plan, policy, procodwe, or 

a c t i o n  t o  t h e  OTS for  its approval. 

10. Those plans, po l i c i e s ,  procedures, and correc t ip .  o r  o ther  ac t ions  

not  rxpress ly  r.quir.d by t h i s  Agreeinant to b. approved by the  om, s h a l l  k 

prepared by Surety Wag.lolnt  and suhsitted t o  the  Board f o r  roviw and 

approval. Upon r e v i w  and approval by t h e  mud, th. Board s h a l l  d i r e  

management t o  Lmplosent and adhere t o  such p l m ,  policy, procedure, o r  action. 

1 .  A l l  plans, polici*s, p r o c d u t e e ,  o r  wid race  of correc t ive  o r  other  

a c t i o n s  required by t h i s  ~~~~~nt s h a l l  b. nuiatainod By Surety f o r  r e v i w  by 

OTS f o r  compliance with t h i s  Agreauant. 

12. The Boud s h a l l  submit t o  QPS by the  t en th  day followtnq thr 

regu la r ly  scheduled Boud mcntinq following rach  calendar quarter  durinq tha  

dura t ion  of t h i s  Aqr-nt a repor t  d o t a i l i n g  Surety's propreas, s t a t u s  and/or 

adherence t o  each of the  r e q u i ~ s m m t s  n o t  f o r t h  in Paragraphs 1 through 7 of 

t h i s  Agreement. Included in such qua r t e r ly  repor t  sha l l  k suf f i c i en t  d e t a i l  

of t h e  evidence the  Bawd reviewed t o  e s t a b l i s h  t h e  progress, s t a t u s  and/or 

adherence t o  the  requirements o t  P u r g r a p h s  1 through 7. The s t a t u s  report  

should a l s o  inctudo a discussioa of any mater ia l  variances o r  deviat ions frmr 

t h e  Plan required Ln Paragraph 4 of t h i s  Agreement. 

13. The ol.5 dces not re l inquish  m y  of its r igh t s  t o  t a b  any 

supervisory o r  other  act ion whatsoever with re- to Surety a s  a r e s u l t  of 

t h i s  Agr-nt. Surety aclurcwledges that it has mot received any o r a l  o r  

wr i t t en  represmtat ions  t o  tho contrary by OTS o r  any of its agents o r  

omployeee. 

14. Aa used in t h i s  Agreeaent, thr t e a  *savings ban!cm s h a l l  have th. 

seaninq a s  set fo r th  in Section 2 ( 4 )  of t h e  BOrm. Owners LOur A c t  ("HOLA*), a s  

mtend.d by Section 301 of IIRREA, Pub. L. 80. 101-73, Sectioo 301 (1989). 



15. R.farancos in t h i s  Agr-nt t o  p ro r i s ions  of s t r t u t a s ,  rmcplations, 

much provimion* as ham hean madm am of t h a  e f f a c t i v e  data of t h i s  Agremant 

pursuant  t o  Section 401fhl Of IIIIRU, Pub. L. No. 101-73, Section 4Ol(h) 

(1989), and raierencam t o  muccamwr provimions u thay kcam applicable. 

16. U1 t ~ h n i c a l  words o r  tarnu used fn t h i s  Agreement, fo r  which 

meaninqm a r m  not defined o r  othenriaa providod by the provimions of t h i s  

AgresuMnt, mhrl l .  i n w f u  re rpplicabla,  have tho  maningm met for th  i n  

Chapter V of T i t l e  12 of tha  Ccda Of ?edaral Regulations m d  m y  such 

t e c h n i c a l  wrdm or  t e r m  used in t h i s  Agrement m d  undefined in said Cod. of 

Federal  Regulations #ha l l  have meanings t h a t  accord with t h e  M e t  cumtce and 

usage i n  the eavirqm m d  loan indumtry. 

17. This Agreement has bean duly authorirod, uecutod,  and dalivared. 

and conmtitutes, i n  accordance with its tenw, a valid and binding agreom.nt 

of  Surety md t h e  QTS. It is understood and agreed tht t h i s  Agr-nt is a 

'wri t ten agreenmnt* betweon t h e  dapomitory i n s t i t u t i o n  and tho OTS, a s  t h a t  

term i m  used in Section 8 of t h e  Federal Dopoait Iruuranca Act (12 U.S.C. 

S 1818). 

18. This &gr-nt con8t i tu tas  t h e  a n t i r e  agr-nt br tnmn tha  CTS m d  

t h o  Inmtitution, but dorm not mupsrmede any p r i o r  order, directive, o r  

agreement Lmlpeed upon, o r  agreed to, by Surety. tie (ondunat o r  modification 

of t h i s  Agraeaent s h a l l  he va l id  and binding unless u e c u t e d  in writ ing by 

bo th  t h e  OTS .nd Surety. 

19. Th. t a m  m d  provimions of t h i s  Agreement #hal l  he binding upcn, 

and inure  t o  the k n e f i t  of ,  t h e  parties hareto, t h e f r  muccessors in in teres t ,  

and respoctiva umigne. 



20. This AgrMwnt s h a l l  remain la e f f e c t  u n t i l  t e w t d  by the  om. 

~ l l  r.quests f o r  termination of the  Aqr-nt shall k .utQitted to  t h e  

Ass is tant  Regional Diswtor.  Upon c e v i w  of m y  ouch request, the  ~ssimtmt 

Rsgional D L r * C t O r  sha l l  W L  l .mc-ndation t o  t h e  Regional Di rwtor  for  

den ia l  o r  approval of t h e  reWest .  The UgL0na1 D k w t o r  nuy g t m t  a wr i t ten  

request f o r  termination o r  apd i f i c l t ion  of t h e  Aqr-nt i f ,  la his opinioa, 

Surety has i iat isfactori ly complied with the  te rn  of M i a  Agreao.nt fo r  ur 

appropriate pried of tinrr. The llsgioml Di r rc to r ' s  grant  of such wri t ten 

requast s h a l l  only be svidenced by tho issumcm Of a wr i t ten  amendment t o  t h i s  

Agreement executed by a duly authorized r e p r s e m t r t i v e  of the  QPS. 

21. A c e r t i f i e d  copy of t h e  Board's resolu t ion  authorizing t h e  execution 

of t h i s  Agreement, evidencing it* intent  t o  ba bound t he r&y urd requir ing 

ac t ion  t o  b. taken t o  comply with its terms, s h a l l  be attached hereto as 

Xxhibit A and made put t h e r w f .  

I N  WITNESS i?EWUO?, thm OTSI actfdp through t h e  Assistant l l s g i o n ~ l  
Director,  and the  fns t i tu t ion ,  act ing through its duly elected d i rec tors ,  have 
executed t h i s  Agreement a s  of the  date first rbovo rrittea, 





RESOLUTION 

IT IS HEREBY RESOLVED by the Board of Directors of Surety 

Federal Savings Bank, Vallejo, California, that the Board 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. 

CERTIBICATION 

I, BERNARD J. FAVARO, am the Assistant Secretary of the 

Surety Federal Savings Bank, Valleja, California. I DO HEREBY 

CERTIFY that the above Resolution 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 6th day 

of March, 1992. 

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

1992, at Vallejo, California. 


