
This Supervisory Agreement (Agreement) is made this may of /va. C-&C -2001, 

and shall become effective upon its execution by the Office of Thrift Supervision (OTS), through 

its authorized representative whose name appears below (the date of such execution is the 

Effective Date), by and between San Luis Trost Bank, FSB (the Institution), having its principal 

office located at 1001 Marsh Street, San Luis Obispo, California 93401, and the OTS, an office 

within the U.S. Department of the Treasury, having its principal o&e located at 1700 G Street, 

N.W., Washington, D.C. 20552, acting through its West Regional Director, or his designee 

(Regional Director). 

WHEREAS, the institution is: (1) a “savings association” within the meaning of Section 

3 of the Federal Deposit Insurance Act (FDIA), 12 U.S.C.A. Q 1813(b), and Section 2 of the 

Home Owners’ Loan Act, 12 U.S.C.A. $ 1462(4) and, (2) an “insured depository institution,” as 

that term is defined in Section 3(c) of the FDIA, as ammded by the Financial institutions 

Reform, Recovery, and Enforcement Act of 1989, Pub. L. No. lOl-73,103 Stat. 183 (FIRREA), 

12 U.S.C.A. 4 1813(c); 

WHEREAS, the OTS is the primary federal regulator of the Institution; and 

WHEREAS, the,OTS is of the opinion that the Institution has engaged in acts and 
.MZ 

practices that (a) are considered by the OTSto be unsafe and unsound and inconsistmt with 

prudent operations, and (b) have resulted in violations of law or regulation, thereby providing 

WHEREAS, the OTS is of the opinion that grounds exist for the initiation of 

administrative enforcement proceedings against the Institution, but is willing to forbear at this 
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time from the initiation of such proceedings as long as the Institution is in compliance with the 

provisions of this Agreement and all applicable laws, regulations, and regulatory guidance; and 

WHEREAS, the Institution neither admits nor denies that such grounds exist, except as to 

jurisdiction, which is admitted, 

WHEREAS, the Institution, acting through its duly elected Board ofDirectors (the 

board), desires to cooperate with OTS and to evidence its intent to (i) comply with all applicable 

laws, regulations, and guidance, (ii) engage in safe and sound practices, and (iii) avoid the 

initiation of administrative enforcement proceedings. 

NOW, THEREFORE, in consideration of the foregoing, the mutual undertakings set forth 

herein, the parties agree as follows: 

1. CORRECTIVE PROVISIONS 

A. POLICIES AND PROCEDURES 

0 1. lntemal Asset Review Policy 

(a) Within 45 days of the Effective Date, the board shall approve and submit to the 

OTS,Assistant Regional Director (ARD) for review and non-objection revised policies 

and procedures governing internal asset review (the IAR Policy). The JAR Policy 

shall address the internal asset review concerns identified in the Report of 

Examination dated April 9,200l (ROE), and provide for an effective, independent, , 

and ongoing internal asset review system to review, at least quarterly, the Institution’s 

. . 
loan and lease portfolios to assure the timely identifkaticm v 

problem credits. The system shall provide for a written report to be filed with the 

board after each review. Such reports shall, at a minimum, include conclusions 

regarding: 
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(i) the overall quality of the loan and lease portfolios; 

(ii) the identification, type, rating, and amount ofproblem loans and leases; 

(iii) the identification and amount of delinquent loans and leases; 

(iv) credit and collateral documentation exceptions; 

(v) the identification and status of credit related violations of law, rule or 

regulation; 

(vi) the identity of the loan officer who originated each loan reported in 

accordance with subparagraphs (ii) through (v) of this paragraph; 

(vii) concentrations of credit; 

(viii) loans and leases to executive officers, directors, and principal shareholders 

(and their related interests) of the Institution; and 

(ix) loans and leases not conforming with the Institution’s Loan Policy, and 

exceptions to the Institution’s Loan Policy. 

(b) Further, the IAR Policy shah: 

(i) provide guidance to management on timely identification and classification of 

troubled collateral dependent loans and non-performing assets @@As); 

(ii) provide for d a equate internal controls to ensure that senior executive 

management of the institution timely reviews and classifies assets under the IAR 

Policy, and at all times complies with the IAR Policy; and 

(iii) require the loan underwriting, servicing, and purchasing functions to be 

segregated from the credit review function. except for common oversight of ah 

functions by members of senior executive management, 

2. Board Oversight PoIIcy 
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Within 45 days of the Effective Date, the board shall approve and submit to the ARD for 

review and non-objection policies and procedures governing board oversight of the affairs 

of management and operation of the Institution (Board Oversight Policy). The Board 

Oversight Policy shall address the board oversight concerns identified in the ROE. At a 

minimum, the Board Oversight Policy shall address the board responsibilities outlined in 

Section 310 of the ‘Thrift Activities Handbook and require that the Institution’s regulatory 

reporting and financial record keeping functions be staffed with experienced, qualified 

personnel with sufficient resources to ensure timely and accurate record keeping and 

reporting. 

3. Loan Policy 

(a) Within 45 days of the Effective Date, the Board shall approve and submit to the ARD 

for review and non-objection policies and procedures governing maintenance of 

administration of all aspects of the Institution’s lending activities (Loan Policy). The 

Loan Policy shall conform to 12 C.F.R. 5 560.100, et seq., aud address the concerns 

identified in the ROE. At a minimum, the Loan Policy shall incorporate, but not 

necessarily be limited to, the following: 

(i) a description of acceptable types of loans; 

(iii) maximum ratio of loan value to appraised value or acquisition costs of 

collateral securing the loan; 

(iv) collection procedures, to include follow-up efforts, that are systematically and 

progressively stronger, / 

(ii) a provision that current and satisfactory information shall be obtained from 

each borrower; 
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