Pacific Seattle Head Office

PIBANK International 1155 N. 130™ Street
Bank Seattle, \WA 98133
Swift Address: PIBSUSG6S T 206.306.7900 F 206.306.7999

March 9, 2009

Neil M. Barofsky

Special Inspector General - TARP

1500 Pennsylvania Avenue NW, Suite 1064
Washington, D.C. 20220

RE:  Use of TARP funds and compliance with EESA’s executive compensation
requirements

Dear Mr. Barofsky:

This letter is in response to your request regarding TARP funds we received on December
12, 2008.

Pacific International Bancorp, Inc. received $6.5 million in proceeds from the U.S. Treasury
on December 12, 2008 and downstreamed the full amount to its subsidiary, Pacific
International Bank, to strengthen its lending activities. This money was received by Pacific
International Bank but was not segregated from other institutional funds. Since receiving the
funds, Pacific International Bank has extended a total of $3,224,248 in new loans as follows:

e Business Purchase & Business LOC - $1,276.,738
e HELOC - $359,000

e Consumer Loans & Consumer LOC - $456,000

e Commercial Real Estate Loans - $844.,510

e SBA Loans - $288,000

Pacific International Bank will continue to actively look for opportunities to support
businesses and consumers through lending. Pacific International Bank is also currently
conducting a feasibility study to expand its product line to include home mortgage. This will
further support Pacific International Bank’s initiative to support and foster economic
development in the region it serves.

Separately from our initiatives under TARP, Pacific International Bank continues to lend to
individual customers and small business owners. In the fourth quarter of 2008, Pacific
International Bank has extended $11,806,861 in new loans as follows:

e Business Purchase & Business LOC - $1,507,945
e HELOC - $1,829,000

e Consumer Loans & Consumer LOC - $795,450

e Commercial Real Estate Loans - $7,238,266

e SBA Loans - $436,200
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Senior executive compensation programs are in compliance with requirements stipulated for
participation in the Capital Purchase Program. All of the senior executives executed an
Agreement to Amend Compensation Arrangements with Senior Executive Officer under the
terms of which the executives agree to remain in compliance with the restrictions on
executive compensation. Management is aware that some of the provisions set forth in
Emergency Economic Stabilization Act of 2008 have been further modified by provisions of
the newly adopted American Recovery and Reinvestment Act (“ARRA™) which was signed
into law on February 17, 2009. The management is working with the Board Compensation
Committee and with counsel to see that all the Company’s compensation programs for
executive officer are in compliance with ARRA. The compensation programs for executives
now in effect do not promote or encourage taking excessive risks, including loan risks.

[, Andrew Kim, Controller of Pacific International Bancorp, Inc., certify to the accuracy of
all statements, representations and supporting information provided, subject to the

requirements and penalties set forth in Title 18, United States Code, Section 1001.

Yours truly,

Vc/é

Andrew Kim
Controller
Pacific International Bancorp, Inc.

WIO)

Enclosures: 2
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AGREEMENT TO AMEND COMPENSATION
ARRANGEMENTS WITH SENIOR EXECUTIVE OFFICER

THIS AGREEMENT TO AMEND COMPENSATION ARRANGEMENTS WITH
SENIOR EXECUTIVE OFFICER (this “Agreement”) is entered into by and between
PACIFIC INTERNATIONAL BANCORP, INC. and its subsidiary, PACIFIC
INTERNATIONAL BANK (collectively, the “Company” and “Pacific International”), and
(the “Executive™), a senior executive officer of Pacific International.

RECITALS

A. The Company is entering into a securities purchase agreement (the “Securities
Purchase Agreement”), with the United States Department of Treasury (“Treasury”) that
provides for the Company’s participation in the Treasury’s TARP Capital Purchase Program
(the “CPP”), pursuant to the Emergency Economic Stabilization Act of 2008. If the Company
does not participate or ceases at any time to participate in the CPP and Treasury no longer
holds any equity or debt position acquired from the Company in the CPP, this Agreement
shall be of no further force and effect.

B. For the Company to participate in the CPP and as a condition to the closing of
the Treasury’s investment contemplated by the Securities Purchase Agreement, the Company
is required to establish specified standards for bonus and incentive compensation to its senior
executive officers, including the Executive, and to make changes to its compensation
agreements, plans, policies and other arrangements. To comply with these requirements, and
in consideration of the benefits the Executive will receive as a result of the Company’s
participation in the CPP, the Executive agrees with Pacific International as follows:

AGREEMENT

1. No Golden Parachute Payments. The Company shall not make any golden
parachute payment to the Executive during any “CPP Covered Period”. A “CPP Covered
Period” is any period during which (A) the Executive is a “senior executive officer” and (B)
Treasury holds an equity or debt position acquired from the Company in the CPP.

2. Recovery of Bonus and Incentive Compensation. Any bonus and incentive
compensation paid to the Executive during a CPP Covered Period is subject to recovery or
“clawback” by the Company if the payments were based on statements of earnings, gains or
other criteria that are later proven to be materially inaccurate within the meaning of Section
111(b)(2)(B) of EESA. The Executive shall promptly reimburse the Company upon demand
for any such payments.

3. Compensation Program Agreements. Each of the Company’s compensation,
bonus, incentive and other benefit plans, arrangements, agreements and policies (including
golden parachute, severance and employment agreements) with respect to the Executive
(collectively, “Benefit Plans™) is hereby amended to the extent necessary to give effect to
provisions 1 and 2.



In addition, the Company is required to review its Benefit Plans to ensure that they do
not encourage senior executive officers to take unnecessary and excessive risks that threaten
the value of the Company. To the extent any such review or any subsequent regulations or
new Benefit Plan referenced in Section 4 requires revisions to any Benefit Plan with respect
to the Executive, the Executive and the Company shall negotiate such changes promptly and
in good faith, in order to meet the terms of CPP.

4. Subsequent Regulations/Plans. The Executive acknowledges and agrees that
Section 4.10 of the Securities Purchase Agreement provides that the Company shall take all
necessary action to insure that its Benefit Plans with respect to its senior executive officers,
including the Executive, comply in all respects with Section 111(b) of EESA as implemented
by any guidance or regulation thereunder that has been issued and is in effect as of the
Closing Date of the Securities Purchase Agreement (the “Closing Date™), and shall not adopt
any new Benefit Plan with respect to its senior executive officers that does not comply
therewith.

3. Definitions and Interpretation. This Agreement shall be interpreted as
follows:

e “Senior executive officer” means the Company’s “senior executive
officers” as defined in subsection 111(b)(3) of EESA.

e “Golden parachute payment” is used with same meaning as in Section
111(b)(2)(C) of EESA.

e “EESA” means the Emergency Economic Stabilization Act of 2008 as
implemented by guidance or regulation issued by the Department of the
Treasury and as published in the Federal Register on October 20, 2008.

e The term “Company” includes Pacific International Bank and any other
entities treated as a single employer with the Company under 31 C.F.R. §
30.1(b) (as in effect on the Closing Date). The Executive is also delivering
a waiver pursuant to the Securities Purchase Agreement, and, as between
the Company and the Executive, the term “employer” in that waiver will
be deemed to mean the Company as used in this Agreement.

e The term “CPP Covered Period” shall be limited by, and interpreted in a
manner consistent with, 31 C.F.R. § 30.11 (as in effect on the Closing
Date).

e Paragraphs 1, 2 and 3 of this Agreement are intended to, and will be
interpreted, administered and construed to, comply with Section 111 of
EESA (and, to the maximum extent consistent with the preceding, to
permit operation of the Benefit Plans in accordance with their terms before
giving effect to this Agreement).



6. Company Policy. The Company’s board of directors has adopted the
provisions of this Agreement as a statement of policy to govern the terms and conditions of
employment for the Company’s senior executive officers, including the Executive.

7. Miscellaneous. To the extent not subject to federal law, this Agreement will
be governed by and construed in accordance with the laws of the State of Washington. This
Agreement may be executed in two or more counterparts, each of which will be deemed to be
an original. A signature transmitted by facsimile will be deemed an original signature.

IN WITNESS HEREOF, the undersigned have executed and delivered this
Agreement on , 2008, to be effective as of the Closing Date of the
Securities Purchase Agreement.

[HOLDING COMPANY] EXECUTIVE

By:

Title:

[Title]

[BANK]

By:
Title:
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