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- Office of the Special Inspector General
- Troubled Asset Relief Program o
- Attn: Neil M. Barofsky, Special Inspector General
) 1500 Pennsylvania Ave., N.W., Suite 1064 o
‘Washington, D.C. 20220 = o

. - rSlGTARP‘. résbonsé@dé.treas. gov
: Re .‘ﬁgsponSé to’kYot;lr ‘lk.é'ttyerk dated ‘Féﬁru;yry_ 6, 2009’? -
’D’e_at'Mr,. Bardfsky,‘ . o ci |
. Thank ‘yoyukfor"‘ ﬁ‘)urletvterk référeﬁéed a"b{ov‘e'.» "C,on'ivrr’iunity Wést Bancéharés (éWBC)‘ap;’Jreciates ’

" the Treasury’s purchase of 15,600 shares of Preferred Stock and believes the responses in this .
letter will demonstrate the effectiveness of the TARP program. .~~~

- Anticipated Use dfTARP Funds

In December 2008, when the Board of Directors accepted $15.6 million of TARP funds, it was
‘with the anticipation of the need to support the measured asset growth in meeting the loan
demands of our customers. In fact, though at well-capitalized levels, the CWBC board
realjZed in July 2008 that to continue Commum‘ty West Bank’s growth, additional capital

~ would be needed and initiated the process of a rights offering. Several months into that

~ process, the capital market deteriorated and it became apparent that the most ec:;nomic,a(ly

feasible capital alternative would be TARP.

Réceiving"the TARP funds has auowed Cdmmunity West Bank (thé ”Bank”) to grbw as ,oppoéed
“to “no growth” or “retract”, which would have been our only alternatives had the U.S.
~ Treasury’s investment not been received. The receipt of the $15.6 Million in new capital -

-allowed us to revise our 2009 budget and capital plan (Exhibit A attached) which budget now .
- reflects|g® : e— '%,% (r’ g/% ;
a - oL T

‘ s oy

¥ | Additional detail on loan growth is presented in the 2009 budget attached.
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Segregation of TARP Funds

TARP cash is not segregated. Once received on December 19, 2008, the funds were recorded
and allocated on our balance sheet to preferred stock and warrants. We “downstreamed”
four million dollars to the Bank to support required capital ratios and to continue lending to
qualified borrowers. We will continue to downstream capital when necessary to support the
anticipated business and consumer lending and maintain the Bank in a well capitalized
condition.

Actual Use of TARP Funds

Since receiving TARP funds on December 19, 2008 and through February 12, 2009, loans have
been funded as follows:

(Dollars in 000’s)
Loans to small business (SBA): 27 loans @ $12,432
Loans primarily for entry-level housing: 22 loans @ 5 2,449
New and renewed loans for business or
consumers originated in Bank’s
service area: 41 loans @ $28,020
TOTAL FUNDED: : 90 loans @ $42,901

Expected Use of Unspent TARP Funds

As previously noted and reflected in the 2009 budget attached as part of Exhibit A although
no assurances can be given, we anticipate using the TARP funds received to achieve our
budgeted asset growth in 2009 and beyond affording us the opportunity to serve the ongoing
credit needs of our target market where our standards for credit quality are met, including
capturing the full value of a customer relationship. We would not have been able to increase
our asset base and provide credit to deserving borrowers had we not had this injection of
capital.

Community West Bank will also use the funds to address credit issues, including problem loans
and, where indicated, to restructure credit.

Finally, we expect to use TARP funds to support the Bank's required capital ratios while
achieving the goals outlined.
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Executive Compensation

Executive compensation has always been carefully managed and monitored by the Board
Compensation Committee of the Bank. Current executive compensation levels for the last
three years are reflected on attached Exhibit B.

Closing

Community West Bancshares will continue to maintain fi les relevant to public references to
TARP, internal memos and other related TARP documents. Included as Exhibit C, you will find
all public and internal communications on this subject at this juncture.

Should you have any questions or need clarification, please do not hesitate to contact me at
the number below.

I, the undersigned, hereby certify that the statements, representations, and supporting
information contained in this letter are, to the best of my actual knowledge, accurate as of
the date of this letter.

Sincerely,

{ ﬂ[/m

Lynda Nahra
President/CEQ



EXHIBIT A

COMMUNITY WEST BANCSHARES
and its banking subsidiary, COMMUNITY WEST BANK

CAPITAL PROGRAM
Updated December 2008 and January 2009

This plan incorporates the current budget and capital projections, and became effective when
formally approved by the Board of Directors on December 18, 2008, subsequent to revisions
made because of substantial interest rate market changes.

Objective

The objective of this policy is to ensure that the Company and the Bank maintain adequate
capital / ratios to support safe and sound banking operations.

Monitoring

The Chief Financial Officer will be responsible for reporting the ratios as part of the monthly
Board package and will project the capital ratios for the next three years on an annual basis.

The well-capitalized ratios required for the Bank by the Federal Deposit Insurance
Corporation Improvement Act (FDICIA) for Risk-Based Capital (RBC), Tier 1 Capital and
Tier 1 Leveraged are 10%, 6% and 5%. The RBC ratio requires banks that hold perceived
riskier assets to maintain more capital. The Bank goals are to continue to exceed the risk-
based, well-capitalized level of 10%. Also, there has been a push by regulators for increased

capital and, while the Tier 1 well-capitalized ratio currently remains at 5%, the Bank’s goal is
to get to and maintain|

b(4)

Results of Pr(ijections

Executives and Division/Business Managers of the Bank went through a detailed budget
process and, along with a separate Board retreat, provided the primary basis for the 2009
assumptions and business plans. These were discussed at an Executive Committee Meeting
prior to the Board Meeting on December 18, 2008 and a basic consensus was reached as to
assumptions.

Sources of Capital

Since August 2007, capital, particularly for the banking industry, has been difficult and/or
expensive to obtain. The Company has frequently been involved in discussions and
presentations and has considered Trust Preferred, Subordinated Debt and Common Equity
enhancements. The Company was well along on a Rights Offering as late as October 2008.
In a well-publicized effort to support the banking industry and to encourage lending to get the
economy moving again, the Treasury initiated the TARP CPP, which offered preferred stock



equity to qualified financial institutions from 1% to 3% of their risk-weighted assets. After
careful contemplation of the alternatives, it was deemed to currently be the most inexpensive
and the only readily obtainable capital and the Bank submitted its application in October 2008
and received preliminary approval in November 2008. The $15.6 million capital was received
on December 19, 2008. This will significantly enhance consolidated capital, allow for ; (%}
holding company strength and for the Bank to meet its goal Df. Dl

Holding Company Strength

The Company adds additional strength to the Bank as a possible source of additional capital.
After the CPP capital was received and $4 million was downstreamed, the Company still adds
approximately $11.7 million to consolidated capital.

Contingency Plan
As part of the Asset / Liability policy, the Bank has a detailed Contingency Plan for dealing

with unanticipated events that may reduce the capital ratios down to or below the well-
capitalized levels. -




Community West Bank
Assumptions for Three-Year Projection
2009 through 2011



Community West Bank
Comparative Projected Balance Sheets
December 31, 2008, 2008, 2010, 2011

(dollars in thousands)

Budget History Projectad Projectad
Dec-09 Dec-08 Dec-10 Dec-11
Month End Month End MonthEnd ~ Month End
947 *Total Cash
19,100 *Due From Banks
20,047 **Total Cash/Due
1,207 *Tatal int. Bear
9,758 “Tot FF Sold
37,221 *Invest Sec
7,158 *Other Sec & 1O
55,385 “Tot Invest Sec
5717 *“Tot Sec Lns
5,592 “Tot Real Estate
150,520 *RE Comml & Cons
2,748 *Ln Inv for Sale
7,088 *Total Land
76,545 *Total Comml
130,929 *Tot SBA Loans
168,678 *Mfg. Houslng
438 *Tot Consumar
13,684 *Tot CardiReserv
35 *Other Loans
45 “Overdrafts
RITITIILIOTY
582,930 ~Gross Loans
<7017 *Ln Loss Res
875,913 *Net Loans
3,714 *Total FF&E
3,274 *Accrued Int Rec
4,128 *Tot Prepald
379 *Tot OREQ
B34 “Tot Serv Asset
58 *Tot Due Fr Advt
2,438 “Other Assets
foms st
11,109 “Tat Otr Assets
53 Due From Parent
e
665,220 =~ TOTAL ASSETS
ot a e g




Community West Bank
Comparative Projected Balance Sheets
December 31, 2008, 2009, 2010, 2011
(dollars in thousands)

Budget History
Dec-09 Dec-08
Manth End Month End

51,986
50,508

18,980
3,848
4,463
8,309
25,744
30,046
55,791
130,243

44,424
145,204
183,871

503,446

2,333

o

104,500

108,833

4,650

1,748

1,460
WL

1,361

J——

611,640

4,052
28,017
18,160

2,382

54,581
ISR
666,220

foam i mee s

102,485

Var$§ Var %

| Em=

o

.

*Non-Int Demand
B Demand
*Total Demand
*Tot Savings
TotBus CD <100
Tot Bus CO »100
Tot All Bus CD
Tot ind CD <100
Tot ind CD >100
Tot Al ind CD
Tot Money Desk
“Total CDARS
*Total Brokered
*Total CDs

~Total Deposits

*Tot Acc Int Pay
Discount Window
*Total FHLB
*Cther Borrowing
*Tot Accrued Exp
*Tot Taxes Pybl
*Other Llab

*Tot Otr Liab

**Tat Liab
Common Stock
Surplus

Ret Eamnings
ProfitfLoss YTD
Total Equity Cap

TOTALLIAB & EQ

Projected Projected
Dec-10 Dec-11
Maonth End Month End

A

e




Community West Bank
Projected Income Statements
December 31, 2008, 2009, 2010, 2011

{deHars in thousands)

Budgat History Projected Projected
Dee-08 Dec-08 __| Dec-10 Dec-11
Am Amount Var$ Var % Amournd Amount
38 i - *Total Int, Bear i
228 . ~Tot FF Sold
1,807 E “Invest Sec
383 *Other Sec & 1O
2,535 ) “*Totinvestinc
870 *Tot Sec Lns
324 *Tot Real Estate
40,588 *RE Commi & Cons
132 *Ln inv for Sale
454 *Total Land
4,804 *Total Comml
8,785 *Tot SBA Loans
15,825 *Manufact, Hous,
§2 *Tot Consumer
605 *Tot Card/Reserv
214 *Other
42,662 **{Gross LL.oans
42,862 *Neat Loans
45,197 *TOT INT INC 4
INTEREST EXPENSE
1,119 *i8 Demand
1,118 **Total Demand
543 *Tot Savings
2,025 Tot Bus CD <100
2,513 Tot Bus CD >100
4,538 Tot All Bus CD
138 Tot ind CD <100
168 Totind CD >100
ot Tot All ind CD
[:1:rd Tot Money Desk
1,762 *Total CDARS
8,202 *Total Brokered
154684 *Total CDs
17,147 +Deposit Exp
1] Discount Window
5,022 *Total FHLB
5,022 “Other Borrowing
et ae ey
22,138 TOT INT EXPENEE
e e
23,058 v NET INT INCOME
|

- b(4)



Community West Bank
Projected Income Statements
December 31, 2008, 2008, 2010, 2011
{dotiars In thousands)

Budget
Dec-08
Amount

History
Dec-08
Amount

Var§ Var %

3,668
B33
435
458
278

pr—

5,690

13,202
1,714
348
281
1,082
433
334
1,235
138
299
47
210
834
234

3

138
-134

NON INT INCOME
*Total Fee Inc
*Net Galn Ln Sis
*Syc Chy Income
“Tot Mist Inc
*Tot FAS91 D!

TOT NON INT INC

*parsonnel Exp
*Occupancy Exp
*Telephone Exp
*FFAE Expense
*Data Proc Exp
*Marketing Exp
*Supl, Post, Del
*Acetg Prof & As
*insurance
*Travel Ent Dues
*Tot Ln Sarv
*Tot Ln Coll Exp
*Ln Qrlg Exp
*Other Op Exp
*Teller Shorts
*Other Losses
*FAS91 Exp

TOT NON INT EXP
PROV LN LOSS
INCOME BEFOR TAX
Fadoral Taxes
State Taxes

NET TAXES & ADJ.

NET INCOME

Projected
Dec-10
Amount

Projecied |

Oec-11
Amount




EXHIBIT B - Executive Compensation

SALARY

BONUS

TOTAL
COMPENSATION

President & CEO Lynda Nahra

2008

2007

2006

EVP/CFO Chick Baltuskonis

2008

2007

2006

EVP/CCO Richard Favor

2008

2007

Former EVP/COO Bill Viani

2007

2006

/

J———— ]




EXHIBITC

C1-

C2-

Copy of February 5, 2009 article in the Ventura County Star.
Unsolicited interview by Star reporter Allison Bruce.

An Investment, Not a Bailout

This document was posted on the Bank’s website, provided to staff as handouts and
through the Bank’s internal portal. It is anticipated that it will also be provided to
shareholders either in the proxy mailing scheduled to go out in April 2009 or as a
handout at the annual shareholders meeting on May 24, 2009.




Community .

West &

Bank

~ February 2, 2009

An Investment, Not a Bailout

In December 2008, Community West Bancshares received $15.6 million as part of the Capital
Purchase Program (CPP), a sub-program under the TARP umbrella designed to inject capital into
healthy financial institutions. The Board of Directors voted unanimously to apply for and accept the
Treasury’s investment in our Bank, anticipating the need to support measured asset growth in meeting
the loan demands of our customers.

The purpose of the government’s $250 billion capital infusion program is to restore confidence in the
financial system, increase the flow of financing to businesses and consumers, and to support the
economy. The Treasury Department has stated that it would only buy preferred stock from banks and
thrifts considered to be healthy; participation in this program is voluntary.

The funds Community West Bank received from the US Treasury was not a blank check, a grant or a
gift, as many like to portray. Instead, it is an investment by the Treasury Department, in exchange for
preferred stock, that must be repaid. Until it is repaid, the Bank will pay the government dividends at
a rate of 5% annually for the first five years and 9% in succeeding years if, by that time, the Bank has
not bought back the shares. '

As the Treasury intended, Community West Bank is using this investment to help increase the flow of
credit to businesses and consumers, lending to where our standards for credit quality are met and we
can capture the full value of a customer relationship. We will also use the funds to address credit
issues, including problem loans and, where indicated, to restructure credit. From December 19, 2008,
when we received the CPP funds until January 19, 2009, Community West Bank funded $26.8 million
in loans.

Finally, the TARP-CPP program does come with some strings attached. Rules passed by Congress
require companies to adopt Treasury’s standards for executive compensation and corporate
governance (both of which Community West Bank already complies with), restrictions on “golden
parachutes” to departing executives, and rules about bonus payments. The program also restricts share
repurchases and dividend payment increases.

Far from being a bailout, our Bank has gained access to capital through this program as traditional
capital sources shrank. As an investment, the Treasury has the potential to make billions of dollars as
banks pay for the use of the money, ‘not to mention a considerable profit as the stock value of
participating banks increase. Taxpayers will also gain as financial markets stabilize, ensuring the
orderly flow of credit that supports basic economic activity.

As an investment in healthy banks, not a bailout of the weak, this much-maligned program actually
has significant upside potential for the Bank, the Treasury and you, the tax payer and credit consumer.

Nodoo |

C unity West Bank President & CEO

37 '4_45FineAuer’_1ué,. e .. A 931




Much of money goes to loans;
some builds needed reserves

By Alllson Briuce
abruce@VenturaCountpStar.com

1t’s been called a bailout and

criticized for not translating into
more loans, but local banhs say
“the federal Troubled Asset Relief

“Program is providing money to -

strengthen healthy institutions.
Since it started, TARP's Capi-
tal Purchage Program has in-

vested more than $195.3 billion |

in 359 banks in 45 states and
Puerto Rico. The largest invest-
ments were $25 billion each, and
the smallest investment was
about $1 million,

While the program may have
strengthened some banks, it
hasr’t encouraged lending as it
was supposed to, said Len Rush-
{ield, adjunct professor of {inance
at Pepperdine's Graziadio Schoo!
of Business: Broadly spealing,
the rasulls have been disappoint-
‘ng — at best, a stalematg, he
said.. Lo

Though thuch of the noney

wriginally went to large banks, in
ecent months funds have been
eaching financially sound com-
nunity banks. In Veitura and
‘ania Barbara cdunties, five com-
1wmity banks have received about
226 million since November,
anlt lenders say they are pleased
1ey were selected for the volug-
vy program and are pulling the
wney (o good use.

Lynda Nablra, prestdent and

rief executive of Community
‘sat Banl, objects to the term
ailout” for the Capital Purchage

‘ogram. The Goleta bank, which

s branches in Ventura County,

ceived $15.6 million in mid-

scember. - : )

Nalira said the fnancing s not

. See TARP ot A2

TARP fusding,
hig and small

" Large banks among top

reciplents of Troubled
Asset Rellef Fund
Program:

$15 billion

Banl.of America

$25 bhillion

Cltigroup

$10 billion

Goldman Sachs Group

- $25 billion

JP Morgan Chiase

$10 billion -

Morgan Stanley

$25 hillion

Waells Fargo & Co.
Local community banks

$180.6 million

Pacific Capital Bancorp
in Santa Barbara

$15.6 million

Commupity West Bank
in Goleta

$25 million

First California Financial
Group Inc. In Westlale
Village

$3.3 million
California Osks State
Bank in Thousand Oals

$2.08 million

Ofal Community Bank
inOjal
Source: U5, Treasury Depl.

VENTURA COUNIY STAR
Thursday, Feb. 5, 2009
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U.S. stands to
make money,
banker argues

TARP

From Al .

frew, but an investment in
healthy barls.

The Treasury is buying se-
wior preferred shares from
institutions, Banks must pay
a § percent dividend for the

firsl ffve yenrs und § pereent -

thereafter i[ they haven't
bought bk the shares.

There's not only ensh golng
inip the Treasury, but also the
potentinl for profit ns the
stock valye of purticpating
banks increpses, Nohra
said. .

“T'here also are steings, in-
cluding restrictions on things
such us dividends and execu-
tive compengation.

"1 ot fike Its o blank
chiech,? Nahra said,

As Community West Bunk
plained io raise eapital for

. {his year, it become obvious
fhie progeant was an 2CORoI-
{eally belter deal, she sa'id. .

© Whiteley,

of capital Is done lo make
banks more eapuble of lend-
tng and growing, Bulwith the
absenee of many creditworthy
barrowers and the regulatory
message to be conservative,
mnny bonks aren't encour-
sged to lend

But now {hat movey s go-
ing to smmllec banks it could
make g difference ol the com-
munity level. Rushfild said
smalier banks ars closer o
{he lending murket and aren't
g heavily into trading and
other netivities as theiv bigger

brethren.
Pacific Capital Bancorp in
Sunta  Borbara  receiv

£180.6 million in November
through TARP and s using
thut money {o make lonns to
the community, sid Debbie
executive  vies
president. -

n the fourth quarter, the |
hank priginated $197 millien

in foang.
*The ndditiotal eapital wos
justr i

“We were well-cap
at that polnt, but we knew
there was gofng to be n peed
for eaplls] In the fubue o
continne to grow the bank

fend that money in our com-
munities,” she said.

The money ia going (hrough
1t of the banlds lending pro-

ud muke cradit available to
congsmers and businesses tn
\he locel martet,” she said.
Each banl lns @ different
view on how to put the mod-
ey to use according to their
needs ond  communities,
Nahira said. For Community
. West, It wns a wny fo con-
tinue growing responsibly
and incremse the Tlow ol
credit. -

Funds balster banks

California Onks Slute Bani
it Thousand Onks, recelved
$3.3 million townrd the end
of Januacy, The bank saw it
tesg ns a way Lo fund more
Ionns s more o prepare for
2 dismal econpmy, soid Jolm
Nerland, preshlent and chief
eapcitive. .

"We figured, ‘Wo've pot
oite shot of taling the capitsl
from the government, we bet-
ter do it I cnas the economy
tapha golng forward,” he
salil. “It's an ingurance policy
from (ol standpoint.”

Moting that California Osks
Sinte Buslcis a small-business
lesder, Nedond sald showimg
the bani heg ample capltal
makes it o safer choice for
cuslomers.

"We're not p bank that of-
fars high deposit rates,” he

antd, “On the other and, they .

fnow we will be sround’the
next dap”

Tn the past yenr, the banlcs
nagels grew from $105 rail-
How to $125 miltion. Bul rates
dropped fnster this growth,
ereating lower net interest
innaine, he sald.

“In genernl, we continue lo
try to grow,” Merland snid.
“We nre put there lookdng for
duposttors and business rela-
tionships so we can continpe
Lo grow.”

Beloy o safe busk ulan
means not fending money to
just anybody, he said. The
hank will continve to land 1o
wxintinng cHents and profitsble
husinesses that can demmn-
sirale they will get o return
au thele money, be sald, ~

A 15 to hoast cconomy
Banks are being hil with

tswo mensngres, Rushiield said.

i the nre handd, an nfusion

gram, Including its residen-
tinl ren| estate program.

“tyy this economy, to have
thie ability to tend bock to
your community.is challeng-
ing Whiteley sold. The
TARP capital allowed the
bank to continue feading ot
rohust levels,

“Our perspective s TARP
is doing exactly what it I8
meant to do —- boost loeal
economies,” she sald.

Ojul Community Bonk &
the most recent local reclpl-
ent, recaiving $2.08 million
at the ond of Japuary.

“In today'’s economic cli-
mate, helng well-copitalized
{a extremely tmportant,” said
Don Sennlin, bank choir-
man.

Time of restrecturing

Ojal Comnunity Banle just
went {hrough a major expun-
slon, “rolsing more  thud
$2 million in private capital
and nequiring bvo bragehes in
Sunta Pouln, essentially dou
ling i size, Scantin said,

He said the bank would pul
the TARP meney {o work by
lending out ss much s pog-
alble, though lonn demnnd I
wealt in the current econoiny.
People are ovoiding big
purchases, and small busi-
nesses are holding off o
expanding,

“We will do our'best to gei
thiy to work for us as soon o8
possible,” he sald. “L think it
will open the door lo potential
opportunities that may come
pur way .. 09 the economy
beging lo recover.”

Some banle hove wsed
TARP funds to gain eustom-
ers tn a different baldon. -

First California Finoncial
Group Inc. in Westlnke Villoge
used some of its §25 million
to purchase acconots from
fulled 18t Centennial Bank In
Redlands.

Tuhdield sald s la o e
of restructuring, which will
Tielp strengihen the system.

“Plith or without the slim-
{us, there nre going to be a Tot
of failing banks? he said.
"We're puly edging fnfo whats
going to hnppen in lerms of
the restrueturiog of the bande
fng industry”

tnl in helping us ;






