CalWest

Bancor P

March 2, 2009

Mr. Neil M. Barofsky

Special Inspector General

Office of the Special Inspector General
Troubled Asset Reliefs Program

1500 Pennsylvania Ave., N.W. Suite 1064
Washington, D.C. 20220

Dear Mr. Neil Barafsky:
This is a response to your letter dated February 6, 2009 in regards to the information requested.

The CalWest Bancorp “Company” received the TARP funds as Preferred Stock Capital on January 23",
2009 for the amount of $4,656,000. The Company conducts its banking activities under South County
Bank, a wholly owned subsidiary of CalWest Bancorp.

South County Bank, “Bank” is a community Bank with total assets of $192 million that services small to
medium size businesses located in Southern California in the Orange, Riverside, and San Bernardino
Counties. The Bank is currently active in renewing business commercial loans, and originating new
commercial, small business administration (SBA) loans, and construction loans to qualified borrowers
under stringent underwriting standards. The Bank is also active in purchasing qualified investment
securities such as Ginnie Mae (GNMA) and agency qualified mortgage back securities.

1(a). South County Bank is using the TARP capital funds to renew and onglnate quallty commermal,
construction and SBA loans., The Bank will continue to invest the ex jquid
Federal Funds sold and GNMA / Agency mortgage back securities. (b) (4)

1(b). The TARP Capital is recorded as Preferred Stock capital on the CalWest Bancorp’s general ledger.
The preferred stock capital account is a separate account and does not include any other institutional

capital funds.
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1(c) The attached schedules shows the lending and Investment activities for South County Bank. The
Bank has renewed $11.4 million between October 2008 and February 2009, and originated $14.7 million
in new loans during the same period. From January 1, 2009 to February 28, 2009, the Bank has
purchased investments securities (GNMA, Federal Farm Credits, FNMA and FHLMC) totaling $14.1
million.

1(d). The Bank’s deposits, the funds from loan payoffs, and investments maturities will be used to
originate new commercial and SBA loans. Also, any excess liquidity will be invested in overnight fed
funds sold and investment securities.

2. The CalWest Bancorp’s Compensation Committee met on February 19, 2009. The committee
reviewed with senior risk officers the SEQ (Senior Executive Officer) incentive compensation
arrangements. The committee made reasonable efforts to ensure that compensation arrangements do
not encourage SEOs to take unnecessary and excessive risks that threaten the value of the financial
institution. As a small community Bank, the compensation scale for SEOs is well below the amount
specified in subsection 111(b) (3) of the Emergency Economic Stabilization Act of 2008. The
Compensation Committee will continue to monitor the SEOs compensation arrangements and provide
the necessary certifications to the Office of the Special Inspector General for Troubled Asset Relief
Program.

If you have any questions, please feel free to call me at (949)766-3000. | certify the accuracy of
statements, representations, and supporting information provided in this response.

Sincerely,

gy
4 QM

Najam Saiduddin
Executive VP and Chief Financial Officer

Cc: Thomas E. Yott, Chief Executive Officer and President
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Investment Portfolio YTD Transactions cosomer > (DN

South County Bank, N A Report Date:  2/26/2009
Rancho Sanla Margarita, CA PAS Ree (b) (6)
FROM 1/1/2009 TQ 2/28/2009 Account Rep:
Sellle Cali Intention TE/BE
Cusip Ticket Date  Tran Par/Cur Face Description Rate V. Maturity I"Est Prin Cosl/Revd Clsd Book P/L Yield
3128Q3K34 530326  01/16/09 Purchase 1.016,435.53  FHLMC ARM POOI #1L1214 (b) (4) 1200135 =12 1.050,74023  HTM L (D) (4)
312963PF2 529964 01/20/09 Purchase 1,003,416.54 FHLMC GOLD POOL #B11322 12/01/13 11 1,027.874.82 HTM 0.00
36202EZHS 531820 01/21/09 Purchase 4,000,000.00 GNMA2 Pool #4344 01/20/38 "1 4,188,750.00 HTM 0.00
3128JRX35 529700 01/26/09 Purchase 1,208,806 16 FHLMC ARM PQQ| #847898 03/01/38 "-12 1.239,026.31 HTM 0.00
31331GKw8 531970 01/26/09 Purchase 500,000.00 FED FARM CR BK 01/23/17  C-09 498,800.00 HTM 0.00
31412NWH5 529560 01/26/09 Purchase 1,500,000.00 FNMA Pool #330448 01/01/16 | 1,551,562.50 HTM 0.00
36290NEU2 538163 02/13/09 Purchase 197167441 GNMA POOL #613147 10/15/36 *-19 2,043,147 .61 HTM 0.00
3128LUHF6 536752 02/23/08 Purchase 503,859.23 FHLMC ARM POOI #1J0230 01/01/37 =11 525,115.79 HTM 0.00
31410B5C4 536850 02/23/09 Purchase 971,248.16 FNMA ARM POOL #884743 08/01/36 *13 1,005,241.85 HT™M 0.00
36225EKW1 536541 02/23/09 Purchase 927,770.69 GNMA2 ARM POOL #82108 07/20/38 *-12 953,864.24 AFS 000
QeC
12050274023 +
l2d2is81462 +
4rlodrind +
I 2250502031 =
493,890« +
120015625 +
2:U4535,147061 +
D20 115 /9 +
120052241 +85
Jo51806G 24

145034512355 1





