March 5, 2009

Neil M. Barofsky

Special Inspector General
TARP

1500 Pennsylvania Ave., NW
Suite 1064

Washington, DC 20220

Re; Response to letter dated February 6, 2009

Dear Mr, Barofsky,
We are responding as requested to your letter as stated above.

1. A narrative response outlining:
a) Your anticipated use of TARP funds:
We were and remain a well capitalized small community bank. Our applicaticn
was approved on our intended use to continue to lend to the local community
as we have in the past. We suffered a severe loss from the devaluation of
Freddie and Fannie stock and we felt this would be a nice replacement to
continue our local loan commitment. Please see our enclosed brochures on the
Oakland 1% Fund and the Bay Area Green Fund.
b) Whether the TARP funds were segreguted from other institutional funds:
No we did not separate this from already existing capital for accounting and / or
lending purposes. Based on the well known economic axiom of the bank
leverage factor, by combining the TARP with our existing capital, we can expand
it by at least 10 times its amount. If we were only to lend out the exact amourit
we received it would ‘short change’ our community of another 9 times its value
or nearly $18 million in loans.
¢) Your actual use of TARP funds to date:
We have made or committed $6,885,000. loans since receipt of the TARP
monies or 3 times amount received under TARP.
dj Your expected use of unspent TARP funds
I trust this is a mis-statement of & question. You do not spend capital and since
this is the form in which it was invested into Community Bank of the Bay, it is
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difficult to accurately answer. Qur intent to use this capital is to support
expansion of deposits from which we will continue to make loans into our
community as we always have since our founding in 1996. Our ability to
leverage this capital is the question | believe you are asking? We are a certified
Community Development Financial Institution (CDFl} whose primary mission is
to put money back into the community for local needs and job creation. Our
focus has been, and will continue to be the small business community, local
non-profits, and the faith based community. We also have as a subset of this,
the environmental and sustainable credit needs within our defined marketplace.

2. Your specific plans, and the status of implementation of those plans for addressing executive
compensation requirements associated with the funding.

In connectior:

We have contracted with an outside consultant to meet with the Board of
Directors to monitor our compliance to all aspects of compensation, We have,
however, found it difficult to keep up with the changes to this area since our
original app!iéation in December 2008, These subsequent changes from our
initial reading of the documents caused us concerih and therefore the retention
of an outside expert. While we felt we understood it back in December, the
changes to the compensation have been significant and were not fully
communicated to us prior to and during the application process. It makes it
difficult if we have to manage ‘after the fact’. We fuily intend to be in
compliance for the term the TARP funds are held by CBB.

We are in the process of re-evaluation or budget(s) and strategic plans in light of both
the micro and macro events taking place in our economy and marketplace. Our
intended use of the TARP funds has not nor will it change from its original use which is
to supplement our already well capitalized position, attract more deposits and then
Jeverage that growth into more loans into our community.

We understand the requirement for preservation of documents and we will be and
remain compliant with this requirement,

2. Please find the attached supporting documents to the above,



3. thavesigned it but | find it particularly offensive to site “Title 18, United States Code,
-, Section 1001".

fam not an attorney and therefore did not know what that meant. 1, however, have
been in community banking for over 40 years and find a citation like this both
personally, and professionally very troubling. | think it comes off as very heavy handed
and onérous to a small community oriented bank that had nothing to do with the
problems we see in the financial community. We did not make sub-prime loans, engage
in predatory lending, sell “toxic derivatives’, or open off shore accolnts.

So if you want to use the above to come after me or my bank, please make sure the real

T1an K. Garrett
President and CEQ

enclosures
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BAY AREA
GREEN FUND

Can I really support the environment by where I bank?

Can I really control what my money is used for?

, you can do both by depositing your money into the Bay Area Green Fund. The Bay Area
reen Fund provides financing to local green businesses and projects. As a customer of the bank,
you can choose to dedicate your deposits to the Bay Area Green Fund — so you’ll have the satisfac-
tion of knowing your money is helping support your environmental values.

If you are a green business or a business considering green improvements, you are eligible to apply
for loans from the Bay Area Green Fund to finance a sustainable future for you and your business.

As part of our commitment to green business practices, Community Bank of the Bay was certified
as a Bay Area Green Business in 2007, making us the first green bank in Oakland. We are also
pleased to offer The Green Machine, which allows your business to easily deposit checks without
leaving your office — enhancing your cash flow and productivity, while reducing pollution.

Contact us today to find out more about the Bay Area Green Fund, the Green Machine and other
green initiatives,

PLEASE CONTACT:
Brad Garrett
Bay Area Green Fund Director
510.433.5420
bradg@communitybankbay.com

BARNKor THEBAY

(510) 433-5400 1750 Broadway, Cakland, CA 24612 www.communitybankbay.com

Member FDIC 1=} Equal Housing Lender



