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MARK HOLSCHER (SBN 139582)

DAVID |I. HOROWITZ (SBN 248414)

JAY L. BHIMANI (SBN 267689)

KIRKLAND & ELLISLLP

333 South Hope Street

Los Angeles, California 90071

Telephone:  (213) 680-8400

Facsimile: (213) 680-8500

Email: mark.holscher@kirkland.com
david.horowitz@kirkland.com
jay.bhimani @kirkland.com

Counsel for Neil Kornswiet
UNITED STATESBANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA
LOSANGELESDIVISION

In re PEOPLE’S CHOICE HOME LOAN, Case No. 2:12-bk-15811-RK (Transferred from
INC., 8:07-bk-10765-RK)
Debtors.
Chapter 11

(Jointly Administered With Case Nos.
8:07-10767-RK and 8:07-10772-RK)

CREDITOR NEIL KORNSWIET’S
WITHDRAWAL OF PCHLI PROOF OF
CLAIM NOS. 437, 20003, PCFI PROOF OF
CLAIM NO. 109, AND PCFC PROOF OF
CLAIM NO. 116

! The Debtors in these proceedings are People’ s Choice Home Loan, Inc., People' s Choice

Funding, Inc., and People’s Choice Financial Corporation.
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1 TO THE HONORABLE ROBERT KWAN, THE OFFICE OF THE UNITED
2 STATESTRUSTEE, AND PARTIESIN INTEREST:
3 PLEASE TAKE NOTICE that creditor Neil Kornswiet hereby withdraws his People's
4 || Choice Home Loan, Inc. Proof of Claim Nos. 437 and 20003, People’ s Choice Funding, Inc.
5 || Proof of Claim No. 109, and People's Choice Financial Corporation Proof of Claim No. 116 in
6 || connection with the above-captioned matter. Copies of the Proofs of Claim being withdrawn are
7 || attached hereto as Exhibits A, B, C and D.
8
9 DATED: September 4, 2012 Respectfully submitted,

10 KIRKLAND & ELLISLLP

11 By: _/s/David Horowitz

Mark Holscher

12 David |. Horowitz

13 Jay L. Bhimani

1 Counsel for Neil Kornswiet
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EXHIBIT A
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Form B10 (Official Form 10) (04/05) _ -
United States Bankruptcy Court  Central District of California PROOF OF CLAIM

Name of Deblor b p1 B'S CHOICE HOME LOAN, INC.

Case Number SA-(07-10765

NOTE: This form should not be used to make a claim for an administrative expense arising after the commencement of the
case. A “request’ for payment of an administrative expense may be filed pursuantto 11 U.S.C. § 503.

Name of Creditor {The person or other entity to whom the debtor owes
money or property):

NEIL B. KORNSWIET

[ Check box if you are aware thit

Name and address where notices should be sent:

HOWARD J. WEG, ESQ.

PEITZMAN, WEG & KEMPINSKY LLP
10100 SANTA MONICA BLVD., SUITE 1450
TOR ANGRIFR A ONNAT

Telephone number: (310} 552-3100

- Check box if you have never

BLheck box if the address

anyone else has filed a proof pf
ctaim relating to your claif.
Attach copy of statement givirjg
particulars.

received any notices from the
bankrupicy court in this caset—d

differs from the address on the

envelope sent to you by the
court. This space Is for Court use only,

Account or other number by which creditor identifies debtor:

Check here [ replaces
if this claim O amends  a previously filed claim, dated:

1. Basis for Claim
a Goods sold

Services performed
' Money loaned
d  Personal injury/wrongful death
J Taxes
a  Other

O Retiree benefits as defined in 11 U.5.C. § 1114(a)
@ Wages, salaries, and compensation {Fill out below)

Last four digits of Social Security number:
Unpaid compensation for services performed

from See attachment 5 See attachment
{date] {dafe]

2. Date debt was incurred: See attachment

3. i court judgment, date obtained:

4. Total Amount of Claim at Time Case Filed: $ 11.401,935.75 3.0 $ 10.000.00 $11.411.935.75

additional charges.

(unsecured)
If all or part of your claim is secured or entitled to priority, alse complete Item 5 or 7 below.

QO Check this box if claim includes interest or other charges in addition ta the principal amount of the claim. Attach itemized statement of all interest or

(secured} {priority} (Total)

5. Secured Claim.
1 Check this box if your claim is secured by collateral (including a right
of setoff).

Brief Description of Collateral:
1 Real Estate Q Motor Vehicle
d Cther

Value of Collateral:  §

Amount of arrearage and other charges at time case filed included
in secured claim, if any $
- Unsecured Nonpriority Claim. $//, 1/-0/ “[.’)5 NAY

E o

Check this box if (a} there is no collateral or lien securing your claim,
or (b) your claim exceeds the value of the property securing it or (c)
none or cnly part of your claim is entitled to priority.

7. Unsecured Priority Claim.

4 Check this box if you have an unsecurpd prigrity claim

Amount entitled to priority $ [0, (ii j 8(j

Specify the priority of the claim:

4 Wages, salaries or commissions (up to $10,000),* earmed within 180 days
before filing of the bankruptey petition or cessation of the debtor's business,
whichaver is earlier - 11 U.S.C. § 507(a)(3).

0 Contributions to an employee benefit plan - 11 U.S.C. § 507(a)(4).

U Up to §2,225* of deposits toward purchase, lease or rental of property or

services for personal, family, or household use - 11 U.S.C. § 507{a)(6).
" Alimony, maintenance, or support owed to a spouse, former spouse or
child - 11 U.S.C. § 507(a)(7).
U Taxes or penalties owed to governmental units - 11 U.S.C. § 507(a)(8).
4 Other - Specify applicable paragraph of 11 U.8.C. § 507(a){ ).
“Amolints are subject to adjustmaent on 4/1/07 and every 3 years thereaftar with respect fo
cases commenced on or after the date of adjustment. $10,000 and 180-day kimits apply to
cases filed on or after 4/20/05. Pub. L. 109-8

the purpose of making this proof of claim.

documents are voluminous, attach a summary.

9. Supporting Documents: Atfach copies of supporting documents, such as promissory
notes, purchase orders, invoices, itemized statements of running accounts, contracts,
court judgments, mortgages, security agreements, and evidence of perfection of lien. DO
NOT SEND ORIGINAL DOCUMENTS. Ifthe documents are not available, explain. Ifthe

10. Date-Stamped Copy: To receive an acknowledgment of the filing of your claim, enclose
a stamped, self-addressed envelope and copy of this proof of claim.

8. Credits: The amount of all payments on this claim has been credited and deducted for This space is for Court use only.

Date Sign and print the name and fitie, if any, of the creditor or other person authorized to fite this gtaim
(attach copy of power of attorney, if any
August 30,2007 | NEIL B. KORNSWIET /%///f/

Penalfy for presenting fraudulent claim: Fine of up to $500,000 or imprisonment for up 10 5 years, S840

0710765070831000000000017
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ATTACHMENT TO PROOF OF CLAIM

Pursuant to an Employment Agreement dated as of December 21, 2004
(including all amendments, the “Agreement”), Claimant was employed as the Debtor's
President and Chief Executive Officer. A true and correct copy of the Agreement
(including all amendments) is attached hereto as Exhibit A.

On July 17, 2007, Claimant terminated the Agreement for “Good Reason.” A
true and correct copy of a letter from the Debtor confirming the termination of the
Agreement by Claimant for Good Reason is attached hereto as Exhibit B.

Claimant's claims against the Debtor include, but are not limited to, the following:

Unpaid prepetition salary $13,961.54'
Unpaid prepetition accrued vacation $116,346.15°
Continuation of directors and officers insurance $2,074,000.00°

during the term of the Agreement and for a
period of 36 months after completion of the term
of the Agreement (Agreement, ] 6(d)(iv))

Vanishing premium whole life insurance policy $2,152,795.47*
and related taxes (Agreement, ] 6(d)(vii))

! Attached as Exhibit C is an email from Alvarez & Marsal liquidating the claim amount.
? Attached as Exhibit C is an email from Alvarez & Marsal liquidating the claim amount.

% Claimant is informed that the Debtor does not intend to purchase the D&QO insurance
required by Paragraph 6(d)(iv) and, therefore, Claimant may not have D&O insurance
provided by the Debtor after expiration of the current policy on or about October 3,
2007, for claims made after the expiration date. Therefore, Claimant asserts an
unliquidated and contingent claim against the Debtor for all costs and expenses
incurred by Claimant to defend against and/or resolve all claims asserted against
Claimant that would have been covered by the D&O policy. Presently, Claimant asserts
a claim of $2,074,000, which is the cost to Claimant to continue the present insurance
coverage for the required three year period. Attached as Exhibit D is a quote from an
insurance broker for such insurance.

* The Debtor was obligated to purchase the policy for the benefit of Claimant in 2004
(with no tax consequence for Claimant), but failed to do so. Attached as ExhibitE is a
quote from a life insurance company for the costs of the required policy. The quoted
premium is $1,140,981.60, so the claim amount grossed up for taxes is $2,152,795.47.
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Severance payment (Agreement, Y] 8(d){ii)) $6,988,528.59°

Continuation of medical and dental insurance for $56,304.00°
36 months after termination of Agreement
(Agreement, ¥ 8(d)(iii))

Attorneys’ fees (Agreement, ] 15(d)) $10,000.00 (est.)

TOTAL CLAIM $11,411,935.75

In addition, Claimant may have claims against the Debtor for indemnification
based upon the Agreement, the Debtor's by-laws, California Labor Code § 2802, or
other applicable law. Those claims are presently contingent and unliquidated.

Claimant reserves the right to amend or supplement this proof of claim at any
time and in any respect for any reason, including asserting that some or all of the

claims are entitled to administrative expense status.

® Because Claimant terminated the Agreement for Good Reason, Claimant is entitled to
the following amounts as severance: "an aggregate amount equal to three (3) times the
Executive's annualized rate of Base Salary and one (1) times the average Incentive
Bonus paid to Executive for the three calendar years preceding the Date of
Termination, such aggregate amount to be paid in a series of substantially equal
instaliments (not less frequently that monthly) over a period of three (3) years following
the Date of Termination.” Claimant's Base Salary was $605,000, which multiplied by 3
equals $1,815,000. The Incentive Bonuses paid to Claimant in the previous three
calendar years were $13,132,897.96, $2,387,687.80, and 0, which divided by 3 equals
$5,173,528.59. Therefore, the severance claim is $1,815,000 plus $5,173,528.59 for a
total of $6,988,528.59.

% Claimant is informed that the Debtor does not intend to pay the costs for the
continuance of medical and dental insurance required by Paragraph 8(d)(iii} and,
therefore, Claimant does not have medical and dental insurance provided by the
Debtor. Claimant asserts a claim of $56,304.00, which is the estimated cost to
Claimant of acquiring equivalent insurance. Attached as Exhibit F is a quote showing
the costs of equivalent insurance.
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EMPLOYMENT AGREEMENT

AGREEMENT made this 21st day of December, 2004, between People’s Choice
Fiancial Corporation, a Maryland corporation (the “Company™), and Neil B. Komnswier {the
“Exccutive”).

The Executive is presently employed as the Chainmar: of 12 Board, President and Chief
Executive Officer of the Company. The Board of Directors of the Company (the “Board™)
recognizes that the Executive’s contribution 1o the growth and success of the Company has been
substantial. The Board desires to provide for the continued empiovment of the Executive and to
make certain changes in the Executive’s employment arranzaments with the Company which the
Board has determined will reinforce and encourage the continued attention and dedication fo the
Company of the Exccutive as a member of the Company’s managemeni, in the best interest of
the Company and its shareholders. The Executive is willing to commit himself to continue to
serve the Company, on the terms and conditions herein provided. The Executive’s continued
employment with the Company is contingent on his execution of this Employment Agreement.

In order to effect the foregoing, the Company and the Executive wish to enter into an
employment agreement on the terms and conditions set forth below. Accordingly,
consideration of the premises and the respective covenants and agreements of the parties herein
contained, and intending to be Iegatly bound hereby, the partics hereto agree as follows:

I Emplovment. The Company hercby agrees to coatinue to employ the Exccutive, and the
Executive hereby agrees to continue to serve the Company, on the terms znd conditions set forth

herein.

1. Term. The employment of the Executive by the Company as provided in Section | will
commence on the date of the completion of the Company’s private placement of shares of its
common stock pursuant to Rule 144A of the Securities and Exchange Commission and end on
December 31, 2007, unless further extended or sooner terminated as hereinafier provided.
Commencing on January !, 2006, and on each January 1 thereafter (each, an “Anniversary
Date”), the term of the Executive's employment shall automatically be extended for one (1)
zddional year, unless the Company or the Executive provides 90 days’ written notice prior to
any such Anniversary Date that it or he does not wish the Term of this Agreement to continue to
Ce automatically cxtended as described above. In the event either party gives such notice. no
addittonal automatic extensions shall take effect. For purposes of this Agreement, "Term" shall
mean the actual duration of Executive’s employment hereunder, taking into account any
o

SXIENSIONS Or notices not to extend pursuant to this Section 2 or termination of emplovment
pursuant to Section 7.

3. Position and Dutics. The Executive shall serve as the Chairman of the Board. President and
Chief Executive Officer of the Company and shali have such responsibilities, duties and
authority as he may have as of the date hercof and as may from time to ime be assigned to the
Executive by the Board that are consistent with such responsibilities, duties and authority. The

Executive shall devote substantially all his working time anc 2o 12 =22 business and affairs of
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the Company; provided, that nothing in this Agreement 3237 r=cindz Executive from serving as
a director or trustee in any other firm or from pursuing personal real estate investments and other
personal investments, as long as such activities do not interfere with Executive's performance of
his duties hereunder or violate Section 9 or 10 of this Agreement.

4. Service as Chairman of the Board. During the Term, the Executive agrees to continue {o
serve, and the Company agrees to nominate the Executive annuallv for reelection to serve,
without additional compensation, as a director of the Companyv and as Chairman of the Board.
‘Ine Executive also agrees to serve as the director of any subsidiary of the Company upon the
request of the Board. The Executive shall be indemnified for serving in such capacities on a
basis no less favorable than is currently provided by the Company to any other director of the
Company or subsidiary of the Company.

3. Place of Performance. In connection with the Executive’s employment by the Company, the
Executive shall be based at the principal executive offices of the Company in Irvine, California,
except for required travel on the Company’s business to an extent substantially consistent with
present business travel obligations.

6. Compensation and Related Matters.

(a) Base Salarv. The Company shall pay the Executive a base salary annually (the “Base
Salary”). which shall be payable in periodic installments according to the Company's normal
payroll practices. The initial Base Salary shall be $500,000. During the Term, the Board or the
Compensation Commitiee of the Board (the “Compensation Commuttee™) shall review the Base
Salary at least once a year to determine whether the Base Salary should be increased effective
the following January 1; provided, however, that on January 1, 2006 and on cach January |
thereaficr, the Base Salary shall be increased by at least 10 percent. The Base Salary, including
any increases, shall not be decreased during the Term. For purposes of this Agreement, the term
"Base Salary” shall mean the amount established and adjusted from time to time pursuant to this

Section 6{a).

(b) Annual Cash Incentive Awards. The Executive shall be eligible to participate in the
Company’s annual cash incentive bonus plan adopied by the Compensation Committee for each
fiscal vear during the Term of this Agreement (“Bonus Plan™, subject to the terms and
conditions of the Bonus Plan. If the Executive or the Company, 25 the case may be, satisfies the
performance criteria contained in such Bonus Plan for a fiscal vesr. he shall receive an annual
cash incentive bonus (the “Incentive Bonus™) in an amount deizrmined by the Compensation
Committee, with a target Incentive Bonus of two hundred percent (200%) of Exccutive's Base
Salary for such fiscal year and subject to ratification by the Board, if required. If the Executive
or the Company. as the case may be, fails to satisfy the performancs criteria contained in such
Boaus Plag for a fiscal year, the Compensation Committee may determine whether any Incentive
Bonus shail be payable to Executive for that year, subject to ratification by the Board, if
recured. Beginming January |, 2003, the Bonus Plan shall contain both individual and group
goals established by the Compensation Committec. The annual Incentive Bonus shall be paid to
the Executive no later than thirty (30) days after the date the Compensation Committee
deternunes whether the critenia in the Bonus Plan for such fiscal year were satisfied. For
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purposes of thiz Azteemezn the term “Incentive Bonus” shall mean the amount established
pursuant to this Section 6(b).

{c) Stock Based Awards. The Company has established the 2004 Equity Incentive Plan
(“Equity Incesiive Plzn™). Subject to the terms and conditions of the Equity Incentive Plan, the
Executive shali be :male 1o participate in the Equity Incentive Plan, and shall be eligible to
receive annual stock option and/or restricted stock awards under the Equity Incentive Plan. The
Compensation Coramiitee shal! mzkz and approve any such awards (o the Executive pursuant to
the Equity Incentive Plan.

() 2004 Ecuitv Incentive Plan Option Grants. Option awards under the
Equity Incentive Plan will have an exercise price per share equal to the closing price of the
Company’s common stock on the tading day immediately preceding the date of grant, will have
a term of ten (10) vears and will vest and become exercisable with respect to 1/3 of the
underlying shares of Company common stock on the first, second and third anniversaries,
respectively, of the date of grant; provided. however, that the Executive will be 100% vested in
alt outstanding option awards, including the unvested portion of such awards. upon (1) a Change
in Control (as defined herein), (ii) a termination by the Company without Cause fas defined
herein), or (iit) a termination by the Executive for Good Reason (as defired herein), and that the
Executive will forfeit all unvested options if he is terminated for Cause, Disability (as defined
below) or death, or if be terminates his employment hereunder for other than Good Reason.

(i) 2004 Equitv luceniive Plan Restricted Stock Awards. The FEquity
Incentive Plan provides for the issuance of shares of Company common stock as restricted
common stock ("Restricted Stock Grants”) to the extent that such shares of common stock are
available thercunder. Resinicted Stock Grants awarded to the Executive shall be subject to
forfeiture restrictions that will terminate with respect to 1/3 of the awarded shares on the first,
second and third anniversaries of the date of the issuance; provided, further, that the Executive
will be 100% vested and all restrictions on each outstanding Restricted Stock Grant will lapse
upon (1) a Change in Control (as defined herein), (ii) a termination by the Company without
(ause (as defined herein). or {iii) a termination by the Executive for Good Reason {as defined
herein), and rthat the Executive will forfeit all shares with respect to which the forfeiture
restrictions have not termirated if he is terminated for Cause, Disability (25 defined below) or
death, or if he terminazes his emplovment hereunder for other than Good Reason. The common
stock 1ssued as Resuicied Stock Grants will have voting and dividend rghts.

For purpases of this Agreement:

“Acquinng Person™ means that a Person, considered alone or as part of a “group’ " within
the meaning of Section 13(d)3) of the Securities Exchange Act of 1934, as amended, is or
becomes directly or indirectly iz benzficial owaer (as defined in Rule 13d-3 under the
Exchange Act) of securities representing more than thirty-three and one-third percent (33 1/3%)
of the Company’s then outstanding securities entitled to vole generally in the election of the

Board.
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“Continuing Director” means any member of the Board, while 2 member =~ =2 Baad
and (1) who was a member of the Board on the closing date of the Company’s inmiai public
offering of the Common Stock or (ii) whose nomination for or election to the Board was
recommended or approved by a majority of the Continuing Directors.

rA.
i

Pamy

“Control Change Date” means the date on which a Change in Conwol occurs.
Change in Control occurs on account of a series of transactions, the “Control hange Datz
the date of the last of such transactions.

a
Is

4

“Change in Control” means (i) a Person is or becomes an Acquiring Person; (1) holders
of the securities of the Company entitled to vote thereon approve any agreement with a Person
{or. 1f such approval is not required by applicable law and is not solicited bv the Company, the
closing of such an agreement) that involves the transfer of all or subsiannally all of the
Company’s total assets on a consolidated basis, as reported in the Comparyv’'s consolidated
financial statements filed with the Securities and bExchange Commission; {iii) holders of the
secunitics of the Company entitled to vote thereon approve a transaction {or. if such approval is
not required by applicable law and is not solicited by the Company, the closing of such a
transaction) pursuant {o which the Company will undergo a merger, consolidaiion, or siawutory
share exchange with a Person, regardless of whether the Company is intended to be the surviving
or resubting entity after the merger, consolidation, or statutory share exchange, other than a
transaction that results in the voting securities of the Company carrying the right to vote in
elections of persons to the Board outstanding immediately prior to the closing of the transaction
continuing to represent (either by remaining outstanding or by being converied into voting
securities of the surviving entity) at least 50% (fifty percent) of the Company’s voling secuniics
carrying the right to vote in elections of persons to the Company’s Board. or such securties of
such surviving entity, outstanding immediately after the closing of such transaction; (iv}) the
Continuing Directors cease for any reason to constitute a majority of the Board; {v) holders of
the securities of the Company entitled to vote thereon approve a plan of complete liquidation of
the Company or an agreement for the sale or liquidation by the Company of all or substantially
all of the Company's asscts {or, if such approval is not required by applicable law and is not
solieited by the Company, the commencement of actions constituting such a plan or the closing
of such an agreement); or (vi) the Board adopts a resolution to the effect that, in its judement. 2s
a consequence of any one or more transactions or events or series of transactions or even:s. a
Change in Control of the Company has effectively occurred. The Board shall be entii=d o
exercise its sole and absolute discretion in exercising its judgment and in the adoption of such
resolution, whether or not any such transaction(s) or event(s} might be deemed. indgividuaily or
coliectively, to satisfy any of the criteria set {orth in subparagraphs (1} through (v} above.

“Person” means any human being, fim, corporation, partnership. or ether entiv.
“Person™ also includes any human being, firm, corporation, partnership. or other eniitv zs
defined n sections 13(d)(3) and 14(d)(2) of the Exchange Act. The term “Person” does not
mclude the Company or any Related Entity, and the term Person does not inciude any emploves-
benefit plan maintained by the Company or any Related Entity, or anv person or entiv
organized, appointed, or cstablished by the Company or any Related Entity for or pursuant io the
terms of any such employee-benefit plan, unless the Board determines that such an employee-
benefit plan or such person or entity is a “Person™.
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“Related Entity” means anv enury ©== & 5=t of a controlled group of corporations or is
under common control with the Company within the meaning of Sections 1563(a), 414(b) or
414(c) of the Code.

{d) Benefits.

(1 Vacation. The Execunve shall be entitled to five (5) weeks of paid
vacaiion per inil calendar vear. The Execurive shall not be entitled to cash in lieu of any unused
vacation Iir'l". The Execuntve shall be entitled to carry over any unused vacation time from year
10 year pursuant to the Company’'s then current vacation policy.

(i) Sick_and Personal Davs. The Executive shall be entitled to sick and
personai €avs in accordance with the policies of ithe Company.

(:n}  Emplovee Benefits.

(A) Partictpation in Emplovee Benefit Plans. Subject to the terms of
any applicable plans, policies or programs. the Executive and his spouse and eligible dependents,
if any, and their respective designated beneficianes where applicable, will be eligible for and
entitied to participate in any Company sponsored employee benefit plans, including but not
hmited 1o benefits such as group health, dental, accident, disability insurance, group life
insurance, and a 401(k) plan, as such benefits mav he offered from time to time, on a basis no
less favorasle than that applicable to other executives of the Company.

(B)  Disabilitv_Insurance. The Company will maintain, at its cost, 2
renewable long-term Disability plan that, subject to the terms of such plan and any applicable
plans, policies or programs, provides for payment of not less than 60% of the Executive’s Base
Salary for so long as any long-term Disability of the Executive continues. In addition, the
Company shall reimburse the Executive the amount of premiums payable by the Executive with
respeet to a personal supplemental long-term disability insurance policy providing for benefits
equal to at least 40% of the Executive’s Base Salary for so fong as any long-term Disability of
the Executive continuges,

(v} Directors and Officers insuance. During the Term and for a period of
thirty-six (36) months thereafter, the Exccutive shail be eatitled to director and officer insurance
coverage for his acts and emissions while an ofTizer 2nd director of the Company on a basis no
fess favorable to hum than the coverags provided o current officers and directors.

(v Expenses, Office and :m:ﬁ:m Suppert. The Executive shall be entitled
to reembursement of all reasonable expensss. in 2:zordance with the Company's policy as in
effect from time 10 5ime and on a basis no less favorable than that applicable to other executives
of the Company, including. without limitation, telephone, reasonable travel and reasonable
emteri@inmen: gxpenses incutred by the Executive in connection with the business of the
Company, prompiiv upon the presentation by the Executive of appropriate documentation. The
Company shali aiso provide Executive with an automobile allowance of $1,500 per month. The

Executive shall also be entitled to appropriate office space, administrative support, and such
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=20 =xies and services as are suitable to the Executive's positiors and adequate for the

pertormance of the Executive's duties.

{ vi)  Reimbursemeni of Certain Professional Fees. The Company shall
2. 2t tae request of the Executive, fees for financial, tax and accounting advisory
samvices, and profcss:ondf organizations reasonably related to the mortgage banking and REIT

indusiriss,

(v} Life Insurance. The Company mav purchase on the life of the Executive
up to 513 million of key man life insurance with the Company as the beneficiary of the death
benefit. The Company shall also purchase on the life of the Executive a 30 year vanishing
premium, whole life insurance policy with a death benefit of at least four :imes the Executive's
Base Salary and target Incentive Bonus with the Fxacumve s the owner of the policy and the
beneficiaries of the death benefit to be designated by the Exccutive, and the Company will pay
the Executive such additional amount as necessary to have no tax effect on the Executive, The
iife insurance shall be issued by an AA or better rated (bv AM Best) insurer. The Company will
obtawn bids for this program and review the final program with the Executive and the Chairman
of the Compensation Commitiee for approval. The program will be structured to comphr with all

requirements of the Sarbanes-Oxley Act or simjlar requirements.

7. Terminauon. The Exccutive’s employment hereunder may be terminated without any breach
of this Agreement only under the following circumstances:

{a} Death. The Executive's employment hereunder shail terminate upon his death.

(b) Disability. If, in the written opinion of a qualified physician reasonably agreed to by
the Company and the Executive, the Executive shall become unable to perform his duties
hereunder due to Disability, the Company may terminate the Executive’s employment hereunder.
As used n this Agreement, the term “Disability” shall mean inability of the Executive, due to
physical or mental condition, to perform the essential functions of the Executive's job, after
consideration of the avaiability of reasonable accommodations, for more than 180 total calendar
days duning any period of 12 consecutive months.

j For Cause. The Compeny may terminate the Executive's emplovment hereunder
atelv {or Cause. For purposes of this Agreement, the Company shall have “Cause” to
wrmina i Executive's employment hereunder upon a determination by ar least a majority of
the memiers of the Board (other than Executive) at a meeting of the Board called and held for
such purpose (after reasenable notice is provided to the Executive of such me ceting, the purpose
iiereol and the particulars of the basis for such meeting and the Exccutive is given an
opporumity, together with counsel, to be heard before the Board) that Executive (i) has
comynitted fraud or misappropriated, stolen or embezzied finds or propenty from the Company
or an affilhate of the Company or secured or aitempied to secure personally any profit in
connection with any transaction entered imo on behalf of the Company or any affiliate of the
Company, (11) has been convicted of, or entered a piea of euilty or “nolo contendre” to, a felony,
whether or not involving the Company, which constitutes a crime of moral turpitude or which is
punishable by imprisonment or which is likely to cause material harm to the Company's {or any
affiliate of the Company) business, customer or szwl> raiations. financial condition or
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prospects, (i) has, notwithstanding not less than 30 days’ prior wr= 33722 Zom the Board,
willfully failed o perform (other than by reason of illness or lemporary disabiiity ) his matenal
duties hereunder on an exclusive and full-time basis, or willfully violated any reasonable
directive or decision of the Board (iv) has knowingly violated or breached any material law or
reguiation to the material detriment of the Company or any affiiizzes of the Company or its
bustness, or (v) has breached any non-competition, non-disciosure or non-solicitation agreement
between Executive and the Company which causes or is reasonably likeiv to cause material harm
o the Company. For purposes of this provision, no act or failure to act, on the part of the
Executive, shall be considered “willful” unless it is done, or omitted to be done, by the Exacutive
in bad faith or without reasonable belief that his action or omission was in the best interests of
the Company. Any act, or failure 10 act, based upon authonty given pursuant to a resolution duly
adopted by the Board or based upon the advice of counsel for the Company shall be conclusivalv
presumed to be done. or omitted to be done, by the Executive in good faith and in the bas
terests of the Company. Any notice of tertnination delivered by the Company 10 Executive
that purports to notify Executive of a termination for Cause, but where the Company has not
otherwise followed the procedures set forth in the definition of “Cause” above, shall be deemed
to constitute a notice of termination without Cause pursuant to Section 7(d) hereof. Neither a
notice from the Company to Execuiive that a mecting of the Board has been scheduled to
determine whether grounds for a termination for “Cause” exist, nor the holding of such a
meeting, shall itself be construed as a notice of termination for such purpose.

(d) Withowt Cause. The Company may at any time terminate the Executive's
employment hereunder without Cause.

{e) Termination bv the Executive.

(1) The Executive may terminate his employment hereunder (A) for Good
Reason, or (B) at any time afier the date hereof by giving sixty (60) days prior notice of his
intention to terminate.

(i) For purposes of this Agreement, “Good Reason” shall mean (A} a failure
by the Company o comply with any material provision of this Agreement (other than the
Company’s payment obligations referred 1o in clause (E} below) which has not been cured
within thirty (30) davs afier notice of such noncomphance has been given by the Executive to the
Company, (B) the assienmeni to the Executive of any matenial duues incoasisient with the
Executive’s position with the Company or a substantial adverse alteration in tie nawure or stafus
of the Executive’s responsibilities without the consent of the Executive, (C) withourt the consent
of the Executive, a material reduction in employee benefits other than 2 reduction generally
applicable to similarly situated executives of the Company. (D} without the consent of the
Executive, relocation of the Company’s principal place of business ouiside a fiity (30) miie
radius of Irvine, California, (E) any failure by the Company 10 pay the Executive Base Salarv or
any Incentive Bonus to which he is entitled under the Bonus Pian or hereunder which failure has
nor been cured within ten (10) days after notice of such noncompliance has been given by 2
Executive to the Company or any failure of the Compensation Committce to approve a Bonus
Plan for any fiscal year, or {F) without the consent of the Executive, a fatlure by the Board of
Directors to nonunate the Executive for reelection as a director of the Company and as Chairmen
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of the Board and anv f=iz= ™+ ze sockholders of the Company to reelect Executive as a
director of and as Chairman of the Board of the Company and any removal by the stockholders
or the Board of Directors of the Exccutive from his positions as Chief Executive Officer,
President, or as director of and as Chairman of the Board of the Company, other than for Cause.

(f) Any termination of the Exacutive's employment by the Company or by the Executive
(other than termination pursuant o subsection (a) or (b} of this Section 7} shall be communicated
by written Notice of Tzrminadon o tha other party hereto in accordance with Section 14. For
purposes of this Agreement, 2 “Notice of Termination™ shall mean a notice which shall indicate
the specific terminaton provision in this Agreement relied upon and shall set forth in reasanable
detail the facts and circumstances claimed to provide a basis for termination of the Executive’s
employment under th2 provision so indicated.

{g) “Date of Termiraton™ shall mean (i) if the Executive's emplovment is ierminated by
his death, the date of his death, (i) if the Executive’s empioyment is terminated pursuant to
subsection {b) above. the date as of which the physician’s written opinion is received by the
Company, (i11) if the Executive’s employment is terminated pursuant to subsection {c¢} above, the
date specified in the Notice of Termination, and (1v) if the Executive's employment is terminated
for any other reason. the date sixtv (60) days following the date on which a Notice of
Ternmnation is given.

8. Compensation Upon Termination, Death or During Disabiizv.

(2) Disabiliiv. Should Executive become disabled from performing his duties hereunder
as defined above, Execurive acknowledges that his employment may be terminated anytime
thereafter if such disability coniinuas: provided tbat duning the period of the disability prior to
such termination of employment. Execurive shall continue to receive all compensation and
benefits as if he were actively emploved less any sums received directly by the Executive, if any,
under any policy or policies of disability income insurance purchased by the Company. In the
event of such termination, Executive shall be entitled to recejve any unpaid Base Salary to the
Date of Termination, the eamed but unpaid Incentive Bonus for any completed fiseal vear and
any amounts due to Executive pursuant to Section 6(d) through the Date of Termination.
Exccutive's rights to receive anyv additional salary or payments under this Agrecement shall
termunate but Executive shail have the right to continue to receive any and all payments made by
an nsurance company under arv and all policies of disability insurance purchased by the
Company. Executive's righis under anv Company benefit plan will be those rights accorded to
any terminated emplovee under the pian provisions and applicable law, Executive wili remain
entitted to receive anv benefits under sate disability or worker's compensation laws. In addition,
all stock options. resiricted stock zranis awards and any other equity awards granted by the

Company to the Executive shall beroma fully vested, unrestricted and exercisable as of the Date
of Termination.

(b} Death. If the Zxecusives emplovment is terminated by his death, the Company shall
within ten (10) days following the datz of the Executive's death, pay to the Executive's
designated beneficiary (ies) any amounts due to the Executive under Section 6(d) through the
date of and as a result of his death. an amount equal o the Executive’s annual Base Salary for
the year in which the t2r—=27:2 ook piace, and an amount equal to either the Executive’s
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target Incentive Bonus for the year in which the termination took place (if termination oczi—s
during the first year of this Agreement), or an amount equal to the average Incentive Bonus
eamed by Executive during the term of this Agreement (if termination occurs afier the first vear
of this Agreement) together with any other amounts to which the Executive is entitled purszant
to death benefit plans, programs and policies. In addition, all stock options, resincied siock
awards and any other equity awards granted by the Company to the Execurive shall become fuily

vested, unrestricted and exercisable as of the Date of Termination.

{¢) Cause or other than Good Reason. If the Executive’s empliovment shall be terminated
by the Company for Cause or by the Executive for other than Good Reason, the Company shall
pay the Executive his full Basc Salary through the Date of Terminartion ar the rate in effect at the
time Notice of Termination 15 given and reimburse the Execusive for all reasonable and
customary expenses incurred by the Executive in performing services hareunder prior 1o the Date
of Termination in accordance with Section 6(d), and the Co npany shall have no further
obligations to the Executive under this Agreement.

{d) Termination bv_the Company without Cause {other than for death or Disability) or

» Terrmination by the Executive for Good Reason. If the Company shall terminate the Executive's

employment other than for death, Disability, or Cause, or the Executive shall terminate his
employment for Good Reason, then:

{1} the Company shall pay to the Executive within two business days
following the Date of Termination any unpaid Basc Salarv to the Date of Terminauon, the
camed but unpaid Incentive Bonus for any completed fiscal vear, and any amounts due o
Executive pursuant to Section 6 (d) through the Date of Temtination:

(i) pay to the Executive as severance pay (a) an aggregale amount equal 10
three (3) times the Executive's annualized rate of Base Salary and one (1) times the average
Incentive Bonus paid to Exccutive for the three calendar years preceding the Date of
Termination, such aggregate amount to be paid in a series of substantially equal installments (not
less frequently than monthly) over a period of three (3} years following the Date of Termination.

() o the case of a termination of the Executive's employment by the
Company without Cause or for Disability, or by the Execwive for Good Reason, the Company
shall pay the full cost for the Executive to participate in the health insurance plan in which the
Executive was enrolled immediately prior to the Date of Termination for a period of thirtv-six
(36) months, provided that the Executive's continued participation is possible under the general
terms and provisions of such plans and programs. In the event that the Executive’s participation
in any such plan or program is bamed, the Company shall arrange to provide the Execurive with
benefits substantially similar to those which the Executive would otherwise have been entitled ic
receive under such plan from which his centinued participation is barred; and

(tv)  The obligations of the Company to make any pavimenss o Executive
required under Section 8(d) hereof shall be conditioned on the execurion and delivery by the
Executive of a general release of claims in form and substance reasonabiv satisfactory to the

Company.
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9. Nondisclosure. The Executive shall hold in : Zomrzre =oacity for the benefit of the
Company all secret or confidential information. knowledge or data relating to the Company or
any of its affiliated companies, and their respective businesses. which shall have been obtained
by the Executive during the Executive's empiovment by the Company or any of its affiliated
companies and which shall not be or become pubiic knowiedze (other than by acts by the
Executive or representatives of the Executive in vioiation of this Agreement). After termination
of the Executive's employment with the Company, the Fxecutive shall not, without the prior
writizn consent of the Company or as may oiherwise be required by law or legal process,
communicate or divulge any such information, knowledge or data to anyonc other than the
Corapany and those designated by it. The agreement made in this Section 9 shall be in addition
0. and not in limitation or derogation of, any obligations otherwise imposed by law or by
separaie agreemant upon the Executive in respect of confidential information of the Company.

i1 Non-Compenuon_and Non-Solicitation. During the Executive's employment with the
Company and for a period of twelve {12) months following the Executive's Date of Termination,
ihe Executive shall not, for himself or on behalf of or in conjunction with any other person,
persons, company, firm, partnership, corporation, business, group or other entity (each, a
“Person™), work in the principal line of business engaged in, or planned to be engaged in, by the
Company at the Date of Termination within any state where the Company s doing business or
has plans for commencing business as of the Date of Termination. The Executive’s passive
ownership of lcss than five percent (3%) of the securitics of a public company shall not be

treated as an action tn competition with the Company.

{a) Exccutive hereby acknowledges and agrees that his employment with the Company
places him in a position of trust and confidence with respect to tha business operations,
customers, prospects and personnel of the Company. He agrees that, due to his position and
knowledge, his engaging in any business that competes in the prncipal line of business as the
Company will cause the Company significant and irreparable harm.

(b) In consideration of the compensation and benefits extended to him under this
Agreement. Executive agrees that, during the term of Executive’s emplovment by the Company
and for wwelve (12) months following the Executive’s Date of Termination, the Executive shall
not, for any reason whatsocver, directly or indirectlv. for himseif or herself or on behalf of or in
conjunction with any other Person with whorn the Execvtive works or is afiliated:

{1} solicit and/or hire anv Person who 15 on the Date of Termination, or has
been within six {(6) months prior to the Date of Termination. an employee of the Company or its
affiliates;

(11 solicit, induce or atiempt 10 ingucz anv Person who is, at the Date of
Temmnination, or has been within six (6) months prior to the Date of Termination, an actual
customer, client, business partner, or a prospective customer, client, business partner (le., a
SustoTen. Slient of business partner who is party to a written proposal or latter of intent with the
Company, i each case written less than six (6) months prior to the Date of Termination) of the
Compary, for the purpose or with the intent of (A) inducing or attempting to induce such Person

to czase dong business with the Company or its affiliates, (B) enticing or atiempting to entice

10
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such Persom =0 Zo business with Executive or any affiliate of Executive, or (C) in any way
mterfering with the reiationship between such Person and the Company or its affiliates; or

(i} solicit, Induce or attempt to induce any Person who is or that is, at the time
of the D212 of Terrmtmanion, or has been within six (6) months prior to the Date of Termination, a
supplier, licenses or consultant of, or provider of goods or services to the Company or its
affthates, for the purpose or with the intent of (A) inducing or attempting to induce such Person
fo cease doing business with the Company or its affiliates or (B) in any way Interfering with the
relationship berween such Person and the Companv or its affiliates.

(c) Because of the difficulry of measuring economic losses to the Company as a result of
& breach of the foregoing covenanis. and bzcause of the immediate and irreparable damage that
could be caused to the Campany for whick it would have no other adequate remedy, Executive
agrees that the foregoing covenants in this Section 10, in addition to and not in limitation of any
other rights, remedies or damages available (o the Company at law, in equity or under this
Agreement, shall be enforced by the Company in the event of the breach or threatened breach by
Executive, by injunctions and/or restraining orders.

{d} It1s agreed by the parties that the covenants contained in this Section 10 impose a fair
and reasonable restraint on Executive in light of the activities and business of the Company on
the date of the execution of this Agreement and the current plans of the Company; but it is also
the intent of the Company and Executive that such covenants be construed and enforced in
accordance with the changing activities, business and locations of the Company and uts affiliates
throughout the term of these covenants. Executive also acknowledges that this restraint will not
prevent him from caming a living in his chosen field of work.

() The coverants in this Section 10 are severable and separate, and the unenforceability
of any specific covenant shall not affect the provisions of any other covenant. Moreover, in the
event any couii of competent jurisdiction shall determine that the scope, time or territorial
restrrctions set forth herein are unrcasonable, then it is the intention of the parties that such
restrictions be enforced 1o the fulfest extent that such court deems reasonable, and the Agreement
shall thereby be reformed w0 reflect the same.

{fy Al of the covenants m this Section 10 shall be construed 25 an agreement
mdependent of anv other provision in this Agreement, and the existence of any claim or cause of
action of kxecutive zgzinst the Company whether predicated on this Agreement or otherwise
shall not constiiuiz 2 defense to the enforcement by the Company of such covenamis. It is
spectfically agreed that the duration of the period during which the agreements and covenants of
Executive made &z this Section 10 shall be effective shall be computed by excluding from such

o

computatton any e during which Executive is mn violation of any provision of this Section 10.

(2) Nowithstanding any of the foregoing, if any applicable law, judicial ruling or order
shall reduce the time period during which Execuiive shall be prohibited from engaging in any
competitive activity described in Section 16 hereof, the period of time for which Executive shall
be prohibited pursuant to Section 10 hereof shall be the maximum time permitted by law.
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I'. Successors: Binding Agreement. This Agreement shall be binding upor =Z == = the
benefit of successors and permitted assigns of the parties. This Agreement may not be assigned,
nor may performance of any duty hercunder be delegated, by either party without the prior
written consent of the other; provided, however, the Company may assign this Azreement 1o any
successor 1o 1ts business, including but not limited to in connection with &NV SUDSICUSII meTEeT,
consolidation, sale of ali or substantially all of the assets or stock of ihe Company or sirniiar
transaction invalving the Company or a successor corporation.

12. Additional Pavments by the Companv.

() If it is determined (as hereafter provided) that any payment or distnbusion by the
Compary 1o or for the benefit of the Executive, whether paid or pavable or distibuted or
distributable pursuant 1o the terms of this Agreement or otherwise pursuani 0 or ov rzzson of
any other agreement, policy, plan, program or amangement, including withoui iimiation any
option, share appreciation right or similar right, or the lapse or termination of any resmiction on
or the vesting or exercisability of any of the foregoing (a “Payment™), would be subject to the
excise tax imposed by Section 4999 of the Code (or any SUCCCSSOT Provision thereto) or to any
sinilar tax imposed by state or local law, or any interest or penalties with respeci to suck excise
tax (such tax or laxes, together with any such interest and penalties, arz hereafter collectively
referred Lo as the “Excise Tax™), then Executive will be entitled to receive an additional payment
or payments (a “Gross-Up Payment”) in an amount such that, after payvment by Executive of all
taxes (including any interest or penalties imposed with respect to such taxes). including any
Excise Tax. imposed upon the Gross-Up Payment, Executive retains an amount of the Gross-Up
Payment equal to the Excise Tax imposed upon the Payments.

{b) All determinations required to be made under this Section 17, tncluding whether an
Excise Tax is payable by Executive and the amount of such Excise Tax and whether a Gross-Up
Payment 1s required and the amount of such Gross-Up Payment, will be made by the Company’s
then current outside auditors; provided that if that firm is unwilling or unable o provide such
services, another accounting firm may be selected by the Company (such accouniing firm the
“Accounting Firm™). The Company will direct the Accounting Firm to submit its determination
and detaited supporting calculations to both the Company and Exccutive within 30 calandar davs
after the date of the change in control or the date of Executive's termination of emplovment. 1f
applicable, and any other such time or times as mav be requested by the Company or Executive.
If the Accounting Firm determines that any Excise Tax is payable bv Execuiive, the Company
will pay the required Gross-Up Payment to Exccutive no later than five calendar GAVS [rior 1o e
due date for Executive's income tax retum on which the Excise Tax 15 included. If the
Accounting Firm detennines that no Excise Tax ts payable by Executive, it will. at the same time
as it makes such determination. furnish Executive with an opinion that k2 has sisbsmnial
authority not to report any Excise Tax on his federal, state, local income or other =% rarr—. Any
determination by the Accounting Firm as to the amount of the Gross-Up Payment wiil be binding
upon the Company and Executive. As a result of the uncertainty in the appiicaien of Section
4999 of the Code (or any successor provision thereto) and the possibility of simiar unceraingy
regarding applicable state or local tax law at the time of any determination by the Accounting
Firm hereunder, 1t is possible that Gross-Up Payments which will not have been made by the

faaloay

Company should have been made (an “Underpayment”), consisteni with the calculztions

12
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required to be made hereunder. [n T2 rver Sz the Company exhausts or fails to pursue its
remedies pursuant to Section 12(r} nereof and Executive thereafter is required to make a
payment of any Excise Tax, Executive shall so notify the Company, which will direct the
Accounting Firm to determine the amount of the Underpavment that has occurred and to submit
its determination and detaiied supporing czicuiadions to both the Company and Executive as
prompily as possible. Any such Undempaymeni wiil be promptly paid by the Company to, or for
the benefit of Exacutive within five business davs after receipt of such determination and
calcularions.

(¢} The Company and Executive will each provide the Accounting Firm access to and
copies of any books. records and documents in the possession of the Company or Executive, as
the case mayv be. reasonably requasied by the Accounting Firm, and otherwise cooperate with the
A{:cou-ﬁ’*..v Firmon conmection with the preparation and issuance of the determination
contemp:aied &y Seczion 12{b} hereof.

{di Tie federal. state and local income or other tax returns filed by Executive will be
prepared and filed on a consistent basis with the determination of the Accounting Firm with
respect to the Excise Tax pavable by Executive. To the extent the Excise Tax has not been
previously withheld from amounts paid to the Executive, Executive will make proper payment of
the amount of any Excise Tax, and at the request of the Company, provide to the Company true
and corrzct copies (with any amendments) of his federal income tax return as filed with the
[nternal Revenue Service and corresponding siate and ltocal tax returns, if relevant, as filed with
the applicablz taxing authority. and such other documents reasonably requested by the Company,
evidencing such payment. If prior to the filing of Executive’s federal income tax return, or
corresponding siate or local tax return. if r2levant the Accounting Firm determines that the
amount of the Gross-Up Pavment should be reduced, Executive will within five business days
pay to the Company the amount of such reduction.

{e) The fees and expenscs of the Accounting Firm for its services in connection with the
determinations and calculations contemplated bv Sections 12(b) and 12(d) hereof will be borne
by the Company. If such fees and expenses are initially advanced by Exccutive, the Company
will reimburse Executive the full amount of such fees and expenses within five business days
after receipt from Exccutive of a statement therefore and reasonable evidence of his payment

thereof

(f) Executive will nouiy the Compars iz wrining of any claim by the Internal Revenue
Service that, if successful. would require ihe pavment by the Company of a Gross-Up Payment.
Such notification will be given as promptly as practicable but no later than ten {10) business davs
after Executive actually receives notice Of such claim and Executive will further apprise the
Company of the nature of such claim znd the caz2 on which such claim is requested to be paid (in
each case. ¢ thz exizn: known by E\cﬂum e). Executive will not pay such claim prior to the
earlier of 1x) the expirztion of the 30-calendar-dav period following the date on which he gives
such notice 1o 152 Company and (v) the date that any payment of amount with respect to such
claim s due. I the Company nonfies Executive in writing prior to the expiration of such period
that it destres w contest such claim, Executive will:

13
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(i) provide the Company with any written records or.documents in his
possession relating to such claim reasonably requested by the Company;

(i) take such action in connection with contesting such claim as the Company
rezsomizdiy requests in writing from time to time, including without limitation accepting legal
represeniation with respect to such claim by an attormey competent in respect of the subject
maner and reasonably selected by the Company;

(i} cooperate with the Company in good fatin in order effectively to contest
such claim; and

(iv)  permit the Company to pariicipaiz 1a anv proccedings relating to such
claim; provided, however, that the Company wi?l beas 2nd pav direcily zil costs and expenses
(including interest and penalties) incurred in connection with such contest and will indemnifv
and hold harmless Executive, on an afier-tax basts, for and against any Excise Tax or income 1ax,
tncluding nterest and penalties with respect thereto, impesed as a result of such representation
and payment of costs and expenses. Without limiting the foregoing provisions of this Section
[2(f). the Company will control all procecdings taken in connection with the contest of any
clatm contemplated by this Section 12(f) and, at its sole option, may pursue or forego any and all
administrative appeals, proceedings, hearings and conferences with the taxing authority in
respect of such claim (provided that Executive may panicipate thereia at his own cost and
expense) and may, at its option, either direct Executive 1o pay the tax claimed and sue for a
refund or contest the claim in any permissible manner, and Executive agrees to prosecute such
coittest to a determination before any admintstrative tribunal, in a court of initial jurisdiction and
in one or more appellate courts, as the Company will determine; provided, however, that if the
Company directs Exccutive to pay the tax claimed and sue for a refund, the Company will
advance the amount of such payment to Executive on an interest-free basis and will indemnify
and hold Execcutive hanmless, on an after-tax basis, from any Excisz Tax or income tax,
including interest or penalties with respect thereto, imposad with respect 1o such advanee; and
provided further. however, that any extension of the statute of limitations relating 10 payment of
taxes for the taxable year of Executive with respect to which the contested amount is claimed to
e due 1s limited solely to such contested amount. Furthermore, the Company's control of any
such contested claim will be limited to issues with respect to which a Gross-Up Payment would
b2 pavedie hereunder and Executive will be entitled to setile or contest, 25 the case may be, anv
eiaer issue raised by the Internal Revenue Service or any other taxing authority.

{2) 1L, after the receipt by Executive of an amount advanced by the Company pursuant to
Section 1X({) hereof, Executive receives any refund with respect to such claim, Executive will
tsupject io the Company's complying with the requirements of Section 12(f)) hercof) prompily
p2v o the Company the amount of such refund (togzther with anv interest paid or credited
thereon after any taxes applicable thereto). [f, afier the receipt bv Executive of an amount
advanced by the Company pursuant to Section 120} hereofl 2 determination is made that
Executive will not be entitled to any refund wiih r2spect 1o such slzim znd the Company does
not notify Exccutive in writing of its intent to comiest such denial or refund poior to the
expiration of 30 calendar days after such determination, then such advance will be forgiven and
will not be required 10 be repaid and the amount of suzk advance will offset, to the extent

14
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thereof, the amount of Gross-Up Payment required to be paid pimso=— © =is Section 12. If, after
the receipt by Executive of a Gross-Up Payment but before ihe pavment by Executive of the
Excise Tax, it is determined by the Accounting Firm that the Excise Tax pavable by Executive is
less than the amount originally computed by the Accounting Firm and consequently that the
amount of the Gross-Up Payment is larger than that required v this S=-tion 12, Executive shall
promptly refund to the Company the amount by which the Gross-Up Pavment initially made to
Exccutive exceeds the Gross-Up Payment required under this Section 12

13. Continued Performance. Provisions of this Agreement shall survive any termination of
Executive’s employment hereunder if so provided herein or if necessary or desirable fully to
accomplish the purposes of such provisions, including, without limitation, the obligations of the
Executive under the terms and conditions of Sections 9 and 10. Any oblication of the Company
1o make payments (o or on behalf of the Executive under Section 8 is expressly conditioned upon
the Executive’s conunued performance of the Executive's oblications under Sections 9 and 10
for the time periods stated in Sections 9 and 10. The Executive recognizes that, except to the
extent. if any, provided in Section 8. the Executive will earn no compensation from the Company
after the Date of Termination.

14. Notices. For the purposes of this Agreement, notices, demands and all other communications
provided for in this Agreement shall be in writing and shall be deemed to have been duly given
when delivered or (unless otherwise specified) mailed by United States certified or registered
mail, retumn receipt requested. postage prepaid, addressed as follows:

[f 10 the Executive:

If to the Company:

PEOPLE’S CHOICE FINANCIAL CORPORATION
7315 Invine Center Drive

Irvine, Califormia 92618

Attention: Board of Directors

FAXN:

With a copy to:

PEOPLE'S CHOICE FINANCIAL CORPORATION

7313 Irvine Center Drive

Irvine, California 92618

Attention: General Counsel

FAX: (949) 341-2248
o to such other address as any party may have furnished to the others in writing in accordance
herewith, except that notices of change of address shall be effective only upon receipt.
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15. Miscellaneous. Nz movizons of this Agreement may be modified, waived or discharged
unless such waiver, modification or discharge is agreed to in writing signed by the Executive and
such officer of the Companyv as may be specifically designated by the Board. No waiver by
cither partv hereto at anv ume ot anyv breach by the other party hereto of, or compliance with,
any condition or piovision of @S Agreement to be performed by such other party shall be
deemed a waiver of similer or dissimilar provisions or conditions at the same or at any prior or
subsequent Lime. No agreements or represeniations, oral or otberwise, express or implied, with
respect to the subject mazer Semeo? have been made by either panty which are not set forth
cxpressly in this Agreemens Tae velidiov, interpretation, construction and performance of this
Agreement shall be govemnad by the laws of the State of California without regard to its conflicts

of law principles.

(a) Vahdiy. The invalidity or unenforceability of any provision or provisions of this
Agreement shall not affect tne validiv or enforceability of any other proviston of this
Agreement, which shall remain in fult foree and effect.

(b) Counternarts. This Agreement mav be execuled in one or mere counterparts, each of
which shall deemed to be in an anginal but all of which together will constitute one and the same

mstrument.

(c} Dispuies.

(1) Arbitrable Claims. All disputes between Executive (and Executive’s
attornevs, successors, and assigns) and the Company {and its affiliates, sharcholders,
directors, officers. emplove2s. agenis, successors, atlomeys, and assigns) relating in any
manner whatsoever 1, the emplovment or termunation of Executive, including, without
Hmitation, all dl:.pdt@ arising under this Agreement (“Arbitrable Claims™), shall be
resolved by final and binding arbitration. All persons and entities specified in the preceding
sentence {other than Company and Executive) shall be considered third-party beneficiaries
of the rights and obligarions created by this Section 13, Arbitrable Claims shall include, but
are not limited to. contract {express or umplied) and tort claims of alt kinds, as well as all
claims based on any federal, siate, or local law, statute, or regulation, excepting only claims
under applicable wori n.é"S compensation law and unemployment insurance claims. By way
of examplz and ol it iiniation of the foregoing, Arbitrable Claims shall inciude any
claims ansing an w2 VI of the Cival Rughts Act of 1964, the Age Discrimination tn
Empiovment Act, ithz Amzrizans with Disabilities Act, and the California Fair Employment
and Housing Act as well 2s any claims asserting wrongful termination, breach of comiract,
breach of the covenan: of good faith and fair dealing, negligent or intentional nfliction of
emotional disTess. megiizamt or mtentional nusrepresentation, pegligent or intentional
interference with contaa or prospective economic advantage, defamation, invasion of
privacy, and claims relazed to disebility. Arbitration shall be final and binding upon the
parties and shall be he exclusive remedy for all Arbitrable Claims, except that the
Company may, a1 iI5 option, s2ek inenm mjunctive relief and other provisional remedies in
court as set forth in Section 13 {vi) of this Agreement. The parties hereby waive any nights
they may have to irial by jurv in regard to Arbitrable Claims.

16
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(i) Procedure,  Arbitration of Arbitrable Claims shall be in accordanzz =23
the National Rules for the Resolution of Employment Disputes of the American Arbitration
Association, as amended (“AAA Employment Rules”), as augmented in this Agreement.
Arbitration shall be initiated as provided by the AAA Emplovment Rules. although the

=

written notice to the other party mitiating arbitration shall also include a siazzmen: of e
claim(s} asserted and all the facts upon which the claim(s) are based. Either pamv mav
bring an action in court to compel arbitration under this Aercement znd w0 saforcz an
arbiration award, Otherwise, neither party shall ininatz or prosecuiz anv lawsuit of
administrative action in any way related (o any Arbitrable Claizz. AY arbitration hearings
under this Agreement shali be conducted in Orange County. California. The Federal
Arbutration Act shall govern the interpretation and enforcemeni 07 this Section 13.

(111) Arbitrator Selection and Authority. All dispuizs involving Arburable
Claims shall be dectded by a single arbitrator. The arbitrator shall be selected by mutual
agreement of the parties within thirty (30) days of the effective datz of the notice initiating
the arbitration. If the parties cannot agree on an arbitrator, then the complaining party shall
notify the AAA and request selection of an arbitratior in accordance with the AAA
Emplayment Rules. The arbitrator shall have oaly such authority to award equitable relief,
damages, costs, and fees as a court would have for the paruicular clawn(s) asserted and any
action of the arlutrator i contravention of this limitation may be the subject of court appeal
by the aggrieved party. No other aspect of any ruling by the arbitrator shall be appealable.
and. except for being limited to relief that would be available in 2 court procesding. all
other aspects of the arbitrator’s ruting shall be final and non-appealable. The expenses of
arbitration shall be borne by the Company. The arbitrator shall have exclusive authority to
resolve all Arbitrable Claims, including, but not limited to, whether anv particular claim is
arburable and whether all or any part of this Agreement is void or urenforceable.

fiv) Confidentiafity. All proceedings and all documents prepared in connection
with any Arbitrable Claim shall be confidential and, unless otherwise required by law, the
subject matter thereof shall not be disclosed (o any person other than the parties 10 the
proceedings, their counsel, witnesses and experts. the arbitrator, and, if involved, the court
and court s1aff. All documents filed with the arbiirator or with a court shall be filed under
seal. The parties shall stipulate to zll arbitration and court orders necessary to effectuaze
fully the provisions of this subsection conceming confidentiahity.

(v}  Continuing Obligations.  The rights and obligations of Executive and 2
Company set forth in this Section 15 shall survive the termination of Execuiive’s
employment and the expiration of this Agreement.

(vi)  Exceptions for Injunctive Relief  Notwithstanding the foregoing. i order
to provide for interim relicf pending the finalization of arbization proceedings heremmder,
nothing in this Section 15 shall prohibit the Company from pursuing a cizim for inerim
injunctive relief, for other applicabie provisianal remedies, and for reiaied ariomeys’ fees in
a cowrt of competent jurisdiction from Executive’s breach of Execuiive's obligations set
forth ia this Agreement including, without limitation, Sections 3. 9, 1G and 15 of this
Agreement.
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{d) Executive’s [egal Expenses. Iz &= =v=— that the Executive institutes any
proceeding 10 enforce his rights under, or to recover damages for breach of this Agreement, the
Executive, if he 1s the prevailing party, shall be eatitied to recover from the Company any actual

expenses for attorney’s fees and disbursements mcurred by him.

{c) Indemnification. The Company shail indemaiiy and hold the Executive harmiess to
the maximum extent permitted by the laws of the State of Marvland (and the law of any other
ecproprate junsdiction after any reincorporation of the Company) against judgments, fines,
amounts paid m setidement and reasonable expenses, including attorneys’ fees incurred by
Execunive. in connection with the defense of, or as a result of any action or procecdng (or any
appza! from any action or proceeding) in which Executive is made or is threatened to be made a
party by reason of the fact that he is or was an officer or director of the Company, regardiess of
whzther such action or proceeding is one brought by or in the night of the Company to procure a
fudgment in us favor {or other than by or in the night of the Company); provided, however, that
ts indemnification provision shall not apply to any action or proceeding relating to a dispute
berweza the Company and the Executive based on anv alleged breach or violation of this

Agreement.

(d) Entire Agreement. This Acreement sets forth the entire agreement of the parties
hereto in respect of the subject matter contained herein and supersedes all prior agreements,
promuses, Covenants, arrangements, commuaications, representations or warranties, whether oral
of writien. by any officer, employee or representative of any party hereto; and any prior
agreement of the parties hereto in respect of the subject matter contained herein.

18
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N WIUNESS WHEREOF, the parties have executed this Agreement on the date and year
first above written.

PEOPLE’S CHOICE FINANCIAL CORPORATION

A3
e
by )/ /
VIR VRN P
Name: )
Tirla: Cg/g_
NEIL B KORNSWIET
Atest:
{9 A
- 7 ’f /’
By: .f-:.—um/ ekl B‘:ﬁ/ /{{{/% /é;ffw‘/
Nafné”

Title:

19
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AMENDMENT NO. 1 TO EMPLOYMENT AGREEMENT

This Amendment No. ! is made this 19% day of March, 2007, to that certain
Employment Agreement (the “Employment Agreement”) dated January 1, 2006 between
People’s Choice Financial Cotporation, a Maryland Corporation (the “Company”) and
Neil Komswiet (the “Executive™.

The Company and Executive hercby agree that Employee’s services would better serve
the Company as an employee of the Company’s wholly-owned subsidiary, People's
Choice Home Loan, Inc., a Wyoming corporation (“PCHLI™), and therefore agree that
the Employment Agreement is hereby amended as follows:

The first paragraph is hereby amended to replace “People’s Choice Financial
Corporation, a Maryland Corporation” with “People’s Choice Home Loan, Inc., a
Wyoming corporation™

IN WITNESS WHEREOF, the parties have executed this Agreement on the date
and year first above written.

PEOPLE’S CHOICE FINANCIAL CORPORATION

By: 5,(41//&4%\

Brad Plantiko
Executive Vice President

NEIL KORNSWIET

Md B
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Juiy 18, 2007

Neil Kornswiet
108 £Emerald Bay
Laguna Beach, CA 92651

Rt:: Change of Employment Status Confirmation
Dear Nell

This letter confirms that you terminated your employment for good cause pursuant to
your employment contract with People's Choice Home Loan, Inc., effective July 17,
2007.

Please find enclosed a pamphlet from the Employment Development Department (EDD)
for your reference. The pamphlet provides useful information regarding the various
programs offered by the EDD for the benefits of unemployed individuals including job
service, one-stop services, unemployment insurance, and disability insurance. Please
contact the EDD directly with any questions regarding any programs that they offer.

Your medical, dental and vision benefits coverage will continue through July 31, 2007,
Information on continuing your benefits coverage at your own expense (COBRA) will be
mailed to your home directly from our vendor, Conexis, within a few weeks.

If you were enrolled in the group life andfor voluntary life coverage's for five years or
longer, you may be ehgible to convert to an individual policy. Please contact Standard
Insurance at 1 (800) 378-4668 ext. 6785 for information regarding converting to an
individual policy within 31 days

Should you have an address change, please notify the Human Resources Department.
This will ensure the receipt of any future mailings.

Please contact me should you have any questions at (949) 265-1816.

Sincerely,

Ta ;ﬁnéy' Cféﬁ G
Regional Manager, Human Resources

I3 IRVINE CENTER DRIVE IRVINEI CA 92618
phone (949) 2650816 fax (949 4353-1609
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Neil Kornswiet

From: Johnson, Sven [sjohnson@alvarezandmarsal.com)
Sent: Tuesday, August 28, 2007 10:43 AM

To: Neil Kornswiet

Subject: Accruals

Below should give you the information you are looking for;

Prepetition wages - $13,961.54
3/16 Vacation accrual - $116,346.15

Sven

P

Alvarez & Marsal

633 West Fifth Street, Suite 2560
Los Angeles, CA 90071
P:213.330.2382

C: 678.644.0535
F:213.330.2133

This message is intended only for the use of the Addressee and may contain information that is privileged and confidential. If
you are not the intended recipient, you are hereby notified that any dissemination of this communication is strictly prohibited.
If you have received this commmnucation in emror, please erase all copies of the message and its attachments and notify us
immediately. Thank you.

sk ok ok ok ok ok ok skokokodok ok koo Fokodok sk ok ok sk R kb kol sk kb ol ok b ok b ok ok ook ok ook ko sl b o ok sl sk ok kol ol ok ok ok ok ok ok ok
This message s intended only for the use of the addressee(s} and may contain information

that 1s PRIVILEGED and CONFIDENTIAL. If you are not the intended recipient(s), you are

hereby notified that any dissemination of this communication is strictly prohibited.

If you have received this communication in error, please erase all copies of the

message and its attachments and notify us immediately.

This email has been scanned by the Messagelabs Email Secunty System.
FhkkEkErkFEREF R AN R Rk kR kA ek kk kR robkdok kAR kkkdok kb kokk bk ko k dckkkokkok kR kkkdokok kb ke kb

8/28/2007
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JP TECH

August 28. 2007

Netl Komnswict

Peaple’s Choice Fmancial Corporation
7313 lrvine Center Drive

[rvine. CA 92618

RE:  Directors & Officers Liabiliny - 3 Year Run-O17 Propesal
Policy Perieds: Getober 3. 2007 o October 3. 2010

Dear Nejl:

The total premivm for the 3 vear run-off oplion extending your cusrent $90 Million in DEO
timits is $2,074.000. A conplete breakdown of coveraee 1enms and premiums of individual
policies is available upan request

Please feel free to contact us i vou have anv questions or concerms.

Best Regards.
;
e B

Jos;epﬁ Plascencia
Direcior
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John Hancock Life Insurance Company (U.S.A.)
A LIFE INSURANCE POLICY ILLUSTRATION

A Whole Life Insurance Policy Protection Whole Life Form: 07PROWL
Guaranieed Detailed Palicy Values Presented By: Chris Lapple
Hlustration Assumplions o

Neil Kornswiet Total tnitial Death Benefit $3,630,000
Male - Preferred NonSmoker Initial Premium: $1,140,981.60
Age: 50 State: California

Madified Endowment Contract Under TAMRA Starting in Year 1

_Guaranteed  Values

Total Total Cash - IRR Cash Total IRR

Policy EOQY Annuat Net Surrender Surrender Death Death

Year Age Premium Outiay ~_ Value Valus Benefit Benefit

1 51 1,140,982 1,140,982 998,032 -12.53% 3,630,000 218.15%

2 52 4] 0 1.038,652 -4 59% 3,630,000 78.37%

3 53 4] 0 1,080,470 -1.80% 3,630,000 47.08%

4 54 1] 0 1.123.558 0.38% 3,630,000 33.55%

5 55 a 0 1,167,735 0.46% 3.620,000 26.04%

6 56 4] 0 1,212,856 102% 3,630,000 21.28%

7 57 Q 0 1,258,920 1.42% 3,630,000 17 95%

] 58 4] [} 1,306,001 1.70% 3,630,000 15.57%

9 59 0 0 1,354,426 1.92% 3,630,000 13.72%

10 60 0 o 1,404,120 2.10% 3,630,000 12.27%
Totais: 1,140,982 1,140,982

1 61 4] [} 1,454,904 2.23% 3.630.000 11.09%

12 62 Q9 [ 1,506,595 2.34% 3,630,000 10.12%

13 63 0 o 1.558,831 2.43% 3.630,000 231%

14 64 0 o 1.611,539 2.50% 3.630,000 562%

15 65 o 0 1.664 682 2.55% 3.630.000 B.02%

16 66 1] 0 1,718,333 2.59% 3,630,000 7.50%

S 67 0 0 1,772,674 263% 3,630,000 7.04%

18 68 0 0 1,427 .850 2.65% 3,630,000 6.64%

19 69 0 0 1,883,861 267% 3.630,000 6.28%

20 70 ¢} 0 1,940,925 269% 3,630,000 5.96%
Tolals: 1,140 932 1,140,982

21 T [\] 0 1,998 642 27T1% 3,630,000 567%

2 72 0 0 2056976 2.72% 3,830,000 5. 40%

23 73 o 0 2,115,020 2.12% 3,630,000 5.16%

24 74 13 4} 2,172,954 272% 3,630,000 4.94%

25 75 0 0 2,230,863 2.12% 3,630,000 A4.74%

26 75 1] 0 2,288,679 2.71% 3,630,000 4.55%

27 "7 0 0 2,346,468 2.71% 3,630,060 4.38%

28 78 1} 4] 2.403.859 2.70% 3,630,000 4.32%

29 79 0 a 2,460 341 269% 3.630,000 4.07%

o 4] 0 Q 2515517 2.67% 3,630,000 3.93%
Totals: 1,140,982 1,140,982

THIS IS AN ILLUSTRATION ONLY AND 1S NOT INTENDED TQ PREDICT ACTUAL PERFORMANCE.
VALUES SET FORTH IN THE ILLUSTRATION ARE NOT GUARANTEED UNLESS LABELED AS SUCH.

Ths s your Basic llustration and is valid only if alt iflusiration pages are included.
Version: 3.25[0-24576-3584-8192] - SP 1 Page 4 of 7 82012007 5:22:24 PM
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John Hancock Life Insurance Company (U.S.A.)
A LIFE INSURANCE POLICY ILLUSTRATION

A Whote Life insurance Policy Protection Whole Life Form: Q7TPROWL
Guaranteed Detailed Policy Values (cont'd) Presented By: Chris Lapple
Hiustration Assumptions

Neil Kornswiet Total Initial Death Benefit $3,630,000
Male - Preferred NonSmoker Initial Premium: $1,140,981.60
Age: 50 State: California

Modified Endowrnent Contract Under TAMRA Starting In Year 1

Guaranteed  Values

Tatal Total Cash IRR Cash
Policy EQY Annual Net Surrender Surrender
Year Age ___Premium Outlay Value Value
31 81 0 0 2,569,314 265% 3,630.000 3.80%
32 82 0 1] 2621259 2.63% 31,630,000 3.68%
33 83 0 0 2671716 261% 3630,000 3.57%
34 84 1} i} 2,720,649 2.5%% 3.630,000 3.46%
35 85 1} Q9 Z,767.875 2.56% 3,630,000 3.36%
36 86 1] Q 2,813,069 2.54% 3,630,000 3.27%
37 87 o 0 2,855,939 2.51% 3.630,000 3.18%
88 1} 0 2,896,159 2. 48% 3,630 000 3.09%
i 89 4] 0 2,933,657 2 45% 3,630,000 3.01%
40 0 0 0 2,968,360 2.42% 3.630.000 2.94%
Totals: 1,140,982 1,140,982
41 X} [y Q 3,600,231 2.3%% 3,630,000 2.86%
42 92 [ +] 3,030,360 2.35% 3,630,000 2.79%
43 93 0 0 3,058,820 2.32% 3.630,060 2713%
94 i ¢ 3085573 2.29% 3,630,000 287%
45 95 [} 0 3110474 2.25% 3,630,000 261%
9 1] 0 3133235 2.22% 3,830,000 2.55%
47 97 o 14 3,155,160 2.19% 3,630,000 2.49%
48 94 1} 4] 3,176,032 2.16% 3,630,000 2.44%
49 39 o Q 3,195671 242% 3,830,000 2.39%
50 100 (1} Q 3213675 2.09% 3.630,000 2.3%
Totals: 1,140,982 1,140,982
51 101 0 ¢] 3,229,248 2.06% 3,830,000 2.30%
52 102 0 0 3,244,530 2.03% 3,630,000 2.25%
53 103 g 4] 3.259.450 2.00% 3,630,000 221%
54 104 ] 0 2.274079 1.97% 3,630,000 217%
55 105 0 0 3,283,235 1.94% 3,630,000 2.13%
56 106 0 0 3,302,102 192% 3,630,000 2.09%
57 1067 )] a 3.315,606 1.89% 3,630,000 2.05%
58 108 0 0 3,328,746 1.86% 3,630,000 2.02%
59 109 0 4] 3,341 560 1.84% 3,630,000 1.98%
50 10 0 0 3,353,975 1.81% 3,630,000 1.95%
Totals: 1,140,882 1,140,982

THIS IS AN HLLUSTRATION ONLY AND IS NGY INTENDED TO PREDICT ACTUAL PERFORMANCE.
, VALUES SET FORTH IN THE ILLUSTRATION ARE NOT GUARANTEED UNLESS LABELED AS SUCH.

This is your Basic Hustration and is valid only if all illustration pages are included.
Version: 3.25[0-24576-3584-8192] - SP 1 Page Sof 7 8/20/2007 5:22:24 PM
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John Hancock Life Insurance Company (U.S.A)
A LIFE INSURANCE POLICY ILLUSTRATION

A Whole Life Insurance Policy Protection Whole Life Form: O7PROWL
Guaranteed Detailed Policy Values (cont'd) Presented By: Chris Lapple
lilustration Assumptions

Neit Kornswiet Total Initial Death Benefit $3,630,000
Male - Preferred NonSmoker Initial Premium: $1,140,981.60
Age: 50 State: California

Madified Endowment Contract Under TAMRA Starting (n Year 1

Guaranteed  Valugs

‘Total Total Cash IRR Cash Total IRR
Policy EOY Annual Net Surrander Surrender Death Death
Year Ags Premium Outty  Value Value Banefit Benefit
61 14 0 o 3,366,026 1.79% 3,630,000 1.92%
62 112 ] ) 3317679 1.77% 3,630,000 1.88%
63 13 0 0 3,388,968 1.74% 3,630,000 1.85%
64 14 ] o 3.399 894 1.72% 3,630,000 1.82%
65 15 9 0 3,410,421 1.70% 3.630,000 1.80%
66 118 0 o 3,420,585 1.68% 3,630,000 1.77%
67 117 ] G 3,430,350 1.66% 3,630,000 1.74%
68 118 ] 0 3.439,752 1.64% 3.630,000 1.72%
89 119 0 0 3.448,790 162% 3,630,000 1.69%
70 120 ] 0 3,457,176 1.60% 3,630,000 167%
Tolals: 1,140,982 1,140,982
7 121 0 Q 3,630,000 1.64% 3,630,000 1.64%
Totats: 1,140,982 1,140,982
Applicant’'s signature Representative's signature
By signing here, you acknowledge that: By signing here, the reprasentative certifies that:
- you have received a copy of this ilfustration « this illustration has been presented to the applicant
= you understand that the risk classification, premiums unaltered
and values shown in this illustration may change as a + no staterments have been made that are inconsistent
result of the underwriting of your application with the illustration
Agpplicant's signature Date(mm/dd/yyyy) Representative’s signature Date(mmidd/yyyy)

for The John Hancock Life Insurance Company {U.S A}

THIS IS AN ILLUSTRATION ONLY AND IS NOT INTENDED YO PREDICT ACTUAL PERFORMANCE.

This is your Basic lilustration and is valid only if alt illustration pages are inciuded.
Version: 3.25[0-24576-1584-8192] - SP 1 Page6of 7 B/2072007 5:22:24 PM
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IndividuisliFaiilly Plan:Proposat

August 15, 2007

vaov-_in: For: Nell xoazu.c.a.ﬂ , vav,!,aa On;
Prepared By: Adrianne Emmons Effective Date: September 01, 2007
Coverage: Farnily (Subscriber Age 50, Spouse Age 39)

Blue Shield Aetlna Aelna Biue Shisld
PPO PPO PPO PPO
Spectrum $750 MC 1500 MC 500 Spectrum $500
Deductible
In Natwori $750 $1,500 $500 $500
Qut Natworkd $750 $3.000 $1,000 5500
Family Daductibie
In Networlg $1,500 $3.000 $1,000 $1,000
Qut Network $1,500 36,000 32,000 $1,000
Copay __
In Networl 335 $30/$40 Spec. $30/$40 Spec. §30
Oul Networld 50% 50% 50% 30%
Subscriber Max Qut of
Pocket
In Network  54,000{Excluding Ded) $6.000 $5.000 $3.500(Excluding Ded)
Oul Networld 38 000(Excluding Dad) 512000 $10,000 $7,000(Exciuging Ded)
Family Max Qut of
Pocket
In Network]  $8,000{Excluding Ded) $12.000 $10,000 $7,000(Excluding Ded)
QOut Netwark  §16,000(Exciuding Ded) $24.000 $20,000 $14,000(Excluding Ded)
Hospital Copay
I Netwark 0% 30% 20% 25%
Cut Networl 50% 50% 50% 50%
Rot Generic
In Networl $10 $15 $15 $10
Out Network] NIA $158 + 50% $15+ 50% See Schaduie
Rx Brand
In Natwork $250+835 $250 + 330 $250 + §30 $250+525
Ot Neatwork N/A $250 + $30 + 50% $250 + $30 + 50% Ses Schedule
Non-Formulary .
in Netwarld  $50 or 50% (Max §150) $250 + 550 3250 + $50 850 or 50%{Max $150)
Out Network NIA 5250 + $50 + 50% $250 + $50 + 50% Sea Schedule
Lietime Max
In Network $6.,000,000 $5,000,000 $5,000,000 $6,000.000
Qut Natworld $6,600,000 55,000,000 $5,000,000 $6.000,000
Subscriber] $316.00 $413.00 $553.00 $472.00
Dependent(s $640.00 §611.00 $850.60 388000
Tota $956.00 $1,024.00 $1,403.00 / $1,432.00

N

The above rates ang benefils are for general information and discussion purposes only and not valid unless approved by the carrier. Final rates are determined by the carriers underwriing guldslines and final anrciment. The
insurance policy, not genaral rales ang ascriptions in this websile or printed output, will form the sontract between the ingured and ha carrer,
Adrianne Emmons - Wood - Gutmann Page 3 of 5

" License:
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PREMIUMS DEDUCTIBLE & COPAYMENTS ® OQRTHO COPAY
TOTAL SINGLE PORCELAIN WAIT
CARRER PREM BASIC OFFICE B SINGLE A0OT WTH FOR
PLAN NAME RANK |  PAEM DED VISIT  CLEANING X-RAYS  AMALGAM CANAL METALCROWN @ MASOR | CHILD  ACWAT
BLUE CROSS DENTAL
SAVER SELECT 3 $3t NONE | ¢ 5 NONE NONE 554 $341 5432 NONE |§2870 %3045
SELECT HMO 7 $45 NONE % 5 NONE NONE NONE 234 $432 NONE $ 2870 IS
DENTAL PPO 12 @ $50 NONE NONE NONE s30® 1549 5264 12 me NA NA
DELIA DENTAL ND i
BELYA PPO n $126 £ 50 so%T % ® % @ sond ox® [T 12 M09 P £ MMk
DELTA PREMIER K] $180 $50 aon® wud wone % %9 [ 12 M09 %® 5 A
FINELITY SEC.
THE ONE DENTAL 18 $108 § 50 510 100% 0% 0% 5% 30% 24 MO NA& NA
| GOLDEN WEST
SMEECHOICE 1 ' $13 NOMNE | NONE 320 NONE £33 $215 $380 a0 [51.795 517650
SMILECHOICE 2 4 $34 NONE | MONE NONE NONE §e [ X1 170 sMO ) 31798 1759
NATIONWIDE DENTAL
HMO DENTAL . $87 50 50 50 ) $0 §7s S8 NONE |$180¢ 51800
SCHEQ REIMBURS E 589 $60% | §24% sa® $629 s13® s193% s210%® 12 MO NA KA
PACIFICARE DENTAL
PLAN 150 5 £35 NONE | NONE NONE NONE $16 5100 $165 None | 31895 51898
S FSAVER DENTAL
SM 800 SOUTH 2 s34 NONE | NONME $22 $5 $38 $230 $400 NONE [$ 2200 52400
SM 400 SOUTH 6 $38 NONE | NONE WNONE §s 10 $ng F3L") sMC [s2006 51150

& See Fisa Brochyss for full diwclasure of ofl spplicable copayment smnts.

@ Thic éa the amaeunt that the plan puys. The Member Is reeporalale kot the parion of the Damtiats lee that it ova: Wis amount.

@ SENEFTTS DUOUTED ARE 157 YEARL ONLY. EEE PLAN BROCHURE FOR 2ND AND IR0 YEAR BENEFIT INFORMATION AND ONUNE ENACLLMENT REQUIAEMENTS.
@ Sorme Gelden Weat snhodonsc ofices limit thel practice 10 children, Flessa refer w your Gokden West Reiwork Directory toc mary information.

@ 5150 Famity Deducabiz

$ Membar pays 28 costs in excass ol samount Bhown.

[ Quote 576404 August 9, 2007 |

Dental Section -7
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Form B10 (Official Form 10) (04/05)
United States Bankruptcy Court C}eintra! B:dtn‘?t qt%anggy PROOF OF CLAIM
f Debt Case Number SA-(7-
Name of Deblor b p1 E'S CHOICE FUNDING, INC. ase Number SA-07-10767
— - FILED
TE: This form should not be used to make a claim for an administrative expense arising after the commencement of the ¥
case. A “request” for payment of an administrative expense may be filed pursuant to 11U.8.C §503
Name of Creditor {The person or other entity to whem the debtor owes 1 Check box if you are aware that ’ ,NJG 3 , 2807
money Or property): anyone else has filed a proof of
claim relating to your claim.
NEIL B. KORNSWIET Attach copy of statement giving s
particulars. ‘
Name and address where nafices should be sent: Q Check box if you have never B ”
, . - received any notices from the
HOWARD J. WEG. ESQ. bankruptey cour in this case.
PEITZMAN, WEG & KEMPINSKY LLP
10100 SANTA MONICA BLVD., SUITE 1450 skCheck box if the address
TOS ANGFIEQ (A GONAY differs from the address on the
Telephone number: (310} 552-3100 envelope sent to you by the
court. This space is for Court use only.
Account or other number by which creditor identifies debtor: Check here 0 replaces
if this claim 0 amends  a previously filed claim, dated:
1. Basis for Claim 0 Retiree benefits as defined in 11 U.S.C. § 1114(a}
j Goods sold A Wages, salaries, and compensation {Fill out below)
Services performed Last four digits of Social Security number:
2 Money loaned
1 Personal injuryfwrongful death Unpaid compensation for services performed
2 Taxes from See attachment 15 See attachment
3 Other (date] {dafe]
2. Date debt was incurred: See attachment 3. i court judgment, date obtained:
4. Total Amount of Claim at Time Case Filed: $_1[.401,935.73 50 $_10.000.00 $ 1141193575
(unsecured)} (secured) (priority) (Total}

additionat charges.

If all or part of your claim is secured or entitled to priority. also complete Item 5 or 7 below.
1 Check this box if ¢laim includes interest or other charges in addition to the principal amount of the claim. Attach temized statement of all interest or

5. Secured Claim.
3 Check this box if your claim is secured by collateral (including a right
of setoff)

Srief Cescription of Cotlateral:
1 Real Estate 2 Moteor Vehicle
3 Other

Value of Coilaterai:  §

Amount of arrearage and other charges at time case fited included
in secured claim, if any $

7. Unsecured Priority Claim.
@ Check this box if you have an unsecur aprgrﬂv claim

Amount entitied to priority $ 5 [/’(f

Specify the priority of the claim:

i Wages, salaries or commissions (up to $10,000),” earned within 180 days
before filing of the bankruptcy petition or cessation of the debtor s business,
whichever is earlier - 11 U.S.C. § 507(a)(3).

1 Contributions to an employee benefit plan - 11 U.5.C. § 507(a)(4).

3 Up to $2,225* of deposits toward purchase, lease or rental of property or
services for personal, family, or household use - 11 U.S.C. § 507(a)(6).

 Alimony, maintenance, or support owed to a spouse, farmer spouse or
child - 11 U.8.C. § 507(a)(7}.

the purpose of making this proof of claim.

documents are voluminous, attach a summary

9. Supporting Documents: Aftach copies of supporting documents, such as promissory
notes, purchase orders, invoices, itemized statements of running accounts, contracts,
court judgments, mortgages, security agreements, and evidence of perfection oflien. DO
NOT SEND ORIGINAL DOCUMENTS Ifthe documents are not availabie, explain. Ifthe

10. Date-Stamped Copy: To receive an acknowledgment of the filing of your ctaim, enclose
a stamped, se¥f-addressed envelope and copy of this proof of claim.

6. Unsecured Nonpriority Claim. $ I / ‘_‘f()’ 9 35 ¥ i 2 Taxes or penalties owed to governmental units - 11U.S.C. § 507(a)(8).
Check this box if (a) there is no collateral or ien'securing your claim. " d Orther - SE?CII?( ar;plnt:ablf pa‘:?g;e;ph ;)1 11 UéS.C. §m507(z)(_”_1_). N
; L *Amounts are subject to adjustment on and every 3 years thereafter with respect fo
or (0) y:}ur flal?ﬂexfceeds 1:1? value ?illhdetproper;t\" securing it or {c) cases commenced on or affer the date of adjustment. $10,000 and 180-day fimits apply fo
none or onty part of your claim Is entiled to priofity. cases fiied on or after 4/20/05 Pub L. 109-8
8. Credits: The amount of all payments on this claim has been credited and deducted for This space is for Court use only.

(attach copy of power of attorney, if any)

Date Sign and gnnt the name and title, if any, of the credilor or other person authorized to file this claim

August 30, 2007 NEIL B. KORNSWIET ////{

Penalty for presenting fraudulent claim: Fine of up to $500 000 or imprisonment for up to 5 years, or both. 18 U.5.C. §§ 152 and 3571

0710765070905000000000005
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ATTACHMENT TO PROOF OF CLAIM

Pursuant to an Employment Agreement dated as of December 21, 2004
(including all amendments, the "Agreement”), Claimant was employed as the Debtor’s
President and Chief Executive Officer. A true and correct copy of the Agreement
(including all amendments) is attached hereto as Exhibit A.

On July 17, 2007, Claimant terminated the Agreement for “Good Reason.” A
true and correct copy of a letter from the Debtor confirming the termination of the
Agreement by Claimant for Good Reason is attached hereto as Exhibit B.

Claimant's claims against the Debtor include, but are not limited to, the following:

Unpaid prepetition salary $13,961.54"
Unpaid prepetition accrued vacation $116,346.15°
Continuation of directors and officers insurance $2,074,000.00°

during the term of the Agreement and for a
period of 36 months after completion of the term
of the Agreement (Agreement, ] 6(d)(iv))

Vanishing premium whole life insurance policy $2,152,795.47*
and related taxes (Agreement, {] 6(d){vii))

' Attached as Exhibit C is an email from Alvarez & Marsal liquidating the claim amount.
? Attached as Exhibit C is an email from Alvarez & Marsal liquidating the claim amount.

* Claimant is informed that the Debtor does not intend to purchase the D&O insurance
required by Paragraph 6(d)(iv) and, therefore, Claimant may not have D&O insurance
provided by the Debtor after expiration of the current policy on or about October 3,
2007, for claims made after the expiration date. Therefore, Claimant asserts an
unliquidated and contingent claim against the Debtor for all costs and expenses
incurred by Claimant to defend against and/or resolve all claims asserted against
Claimant that would have been covered by the D&O policy. Presently, Claimant asserts
a claim of $2,074,000, which is the cost to Claimant to continue the present insurance
coverage for the required three year period. Attached as Exhibit D is a quote from an
insurance broker for such insurance.

* The Debtor was obligated to purchase the policy for the benefit of Claimant in 2004
(with no tax consequence for Claimant), but failed to do so. Attached as Exhibit E is a
quote from a life insurance company for the costs of the required policy. The quoted
premium is $1,140,981.60, so the claim amount grossed up for taxes is $2,152,795.47.
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Severance payment (Agreement, 1 8(d)(ii)) $6,988,528.59°

Continuation of medical and dental insurance for $56,304.006
36 months after termination of Agreement
(Agreement, ] 8(d)(iii)}

Attorneys' fees (Agreement, Y] 15(d)) $10,000.00 (est.)

TOTAL CLAIM $11,411,935.75

In addition, Claimant may have claims against the Debtor for indemnification
based upon the Agreement, the Debtor’s by-laws, California Labor Code § 2802, or
other applicable law. Those claims are presently contingent and unliquidated.

Claimant reserves the right to amend or supplement this proof of claim at any
time and in any respect for any reason, including asserting that some or all of the

claims are entitled to administrative expense status.

* Because Claimant terminated the Agreement for Good Reason, Claimant is entitled to
the following amounts as severance: “an aggregate amount equal to three (3) times the
Executive's annualized rate of Base Salary and one (1) times the average Incentive
Bonus paid to Executive for the three calendar years preceding the Date of
Termination, such aggregate amount to be paid in a series of substantially equal
installments (not iess frequently that monthly) over a period of three (3) years foliowing
the Date of Termination.” Claimant’s Base Salary was $605,000, which multiplied by 3
equals $1,815,000. The Incentive Bonuses paid to Claimant in the previous three
calendar years were $13,132,897.96, $2,387,687.80, and 0, which divided by 3 equals
$5,173,628.59. Therefore, the severance claim is $1,815,000 plus $5,173,528.59 for a
total of $6,988,528.59.

® Claimant is informed that the Debtor does not intend to pay the costs for the
continuance of medicat and dental insurance required by Paragraph 8(d)(iii) and,
therefore, Claimant does not have medical and dental insurance provided by the
Debtor. Claimant asserts a cfaim of $56,304.00, which is the estimated cost to
Claimant of acquiring equivalent insurance. Attached as Exhibit F is a quote showing
the costs of equivalent insurance.
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EMPLOYMENT AGREEMENT

AGREEMENT made this 21st day of December, 2004, between People’s Choice
Financial Corporation, a Maryland corporation (the “Company™}, and Neil B. Komswiet (the
“Executive™).

The Executive 1s presently employed as the Chairmar oi thz Board, President and Chief
Executive Officer of the Company. The Board of Direciors of the Company (the “Board™)
recogmizes that the Executive's contribution to the growth and success of the Company has been
substanual. The Board desires to provide for the continuad empiovient of the Executive and to
make certain changes in the Executive’s employment armangzements with the Company which the
Board has determined will reinforce and encourage the continuad astention and dedication to the
Company of the Fxccutive as a member of the Company’s management, in the best interest of
the Company and its sharcholders. The Exccutive is willing to commiit himself to continue to
serve the Company, on the terms and conditions herein provided. The Executive’s continued
employment with the Conpany is contingent on his exccution of this Employment Agreement.

In order 1o effect the foregoing, the Company and the Executive wish to enter into an
employment agreement on the terms and conditions set forth below. Accordingly,
consideraton of the premises and the respective covenants and agreements of the parties herein
contained, and intending to be legally bound hereby, the parties hereto agree as follows:

I. Emplovment. The Company hereby agrees to continue to employ the Exccutive, and the
Executive hereby agrees to continue to serve the Company, on the ierms and conditions set forth

herein.

Team The employment of the Executive by the Company as provided in Section 1 wil
commence on the date of the completion of the Company’s private placement of shares of its
common stock pursuant to Rule 144A of the Securities and Exchange Commission and end on
December 51. 2007, unless further extended or sooner terminated as heremafter provided.
Commencing on January 1, 2006, and on each January | thereafler (each, an “Anniversary
Dat”), the term of the Executive’s employment shall automatically be extended for one (1)
sédinonal vear. unless the Company or the Executive provides 90 days’ wnitten notice prior to
anv such Anniversary Date that it or he does not wish the Term of this Agreement to continue (o
e automatically extended as described above In the event either party gives such notice. no
addiuonal automatic extensions shalt take effect. For purposes of this Agreement, "Term” shail
mean the actual duration of Executive's employment hereunder, taking mto account anv

SXicRSlons or nonices not to extend pursuant to this Section 2 or terminaiion of emplovment

pursuant {o Section 7.

3. Position and Duties. The Executive shall serve as the Chairman of the Board. President and

Chict’ Execunve Officer of the Company and shall have such responsibilities, duties and
authority as he may have as of the datc hereof and as may from time 1o time be assigned o the
Executive by the Board that are consistent with such responsibilities, duties and authority. The

Executive shall devote substantially ali his working time and eoms< 2= <22 business and affairs of




Case 2:12-bk-15811-RK Doc 2627-2 Filed 09/04/12 Entered 09/04/12 17:23:11
Desc Exhibit B Page 6 of 32

the Company; provided, that nothing in this Agreement s==7 ——ezizde Executive from serving as

a director or trustee in any other firm or from pursuing personai reaj estate investments and other
personal investments, as long as such activities do not interfere with Exccutive's performance of
his duties hereunder or violate Section 9 or 10 of this Agreement.

4. Service as Chaimman of the Board. During the Term, the Executive agrees to continue to
serve. and the Company agrees to nominate the Executive annually for reelection to serve,
without additional compensation, as a dircctor of the Company and as Chairman of the Board.
Thne Executive also agrees to serve as the director of any subsidiary of the Company upon the
Fequest of the Board  The Executive shall be indemnified for serving in such capacities on a
5as's no less favorable than is currently provided by the Company to any other director of the
Companv or subsidiary of the Company.

5. Place of Performance. In connection with the Executive’s employment by the Company, the
Executive shall be based at the principal executive offices of the Company in Irvine, California,
except for required wravel on the Company’s business to an extent substantially consistent with

present business travel obligations.

6. Compensation and Related Matiers

(a) Base Salarv. The Company shall pay the Executive a base salary annually {the "Base
Salary™). which shall be payable in periodic installments according to the Company's normal
pavroll practices. The initial Base Salary shall be $500,000. Dunng the Term, the Board or the
Compensation Committee of the Board (the “Compensation Committec”) shall review the Base
Salary at least once a year to determine whether the Base Salary should be mcreased effective
the following January 1: provided. however, that on January 1, 2006 and on cach January |
thereafier, the Base Salary shall be increased by at least 10 percent. The Base Salary, including
any increases, shall not be decreased during the Term. For purposes of this Agreement, the term
“Base Salarv™ shall mean the amount established and adjusted from time to time pursuant (o this

Section 6(a).

{b) Annual Cash Incentive Awards. The Executive shall be cligible to participate in the
Company’s annual cash incentive bonus plan adopted by the Compensation Committee for each
fiscal vear during the Term of this Agreement (“Bonus Plan™). subject to the terms and
conditions of the Bonus Plan. If the Executive or the Company. a5 the case may be, satisfies the
performance criteria contained 1n such Bonus Plan for a fiscai year he shall receive an annual
cash incentive bonus (the “Incentive Bonus™) in an amouat deizrmined by the Compensation
Committee, with a tareet Incentive Bonus of two hundred percent (200%) of Executive's Base
Salarv for such fiscal vear and subject to ratification by the Board, if required. [f the Executive
or the Company. as the case may be, fails to satisfy the performance criteria contained in such
Bonus Plan for a fiscal vear, the Compensation Committee may determine whether any Incentive
Bonus shail be payable to Executive for that year, subject to ratification by the Board, if
recuired. Beginming January 1, 2003, the Bonus Plan shall contain both individual and group
oals established by the Compensation Committee. The annual Incentive Bonus shall be paid to
the Execcutive no later than thirty (30) days afier the date the Compensation Committce
determines whether the criteria in the Bonus Plan for such fiscal year were sauisfied. For

4Q
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purposes of 5z tzteemam: the term “Incentive Bonus™ shall mean the amount established

pursuant to this Section 6(b).

{c} Stock Based Awards. The Company has established the 2004 Equity Incentive Plan
(“Equity Incennve Plzn™y. Subject to the terms and conditions of the Equity Incentive Plan, the

Lilc gt
Executive shall o¢ eligible w parucipate in the Equity Incentive Plan, and shall be eligible to
receive annual stock option and/or restricted stock awards under the Equity Incentive Plan. The
Compensation Commiiter shall mekz and approve any such awards to the Executive pursuant to

the Equity Incentive Plan.

(1) 2004 Eauirv [ncentive Plan Option_Grants. Option awards under the
Equity Incentive Plan will have an exercise price per share equa! to the closing price of the
Company’s common stock on the tading day immediately preceding the date of grant, will have
a tem of ten (10) vears and wiii vest and becoms exercisable with respect to 1/3 of the
underlying shares of Company comimon stock on the first, second and third anniversaries,
respectively, of the date of grant; provided, however, that the Executive will be 100% vested in
all outstanding option awards, including the unvested portion of such awards. upon (1) a Change
in Control (as defined herein), (if) a termination by the Company without Cause (as defined
herein), or (i) a termunation by the Executive for Good Reason (as defined herein), and that the
Executive will forfeit all unvested options if he is terminated for Cause, Disability (as defined
befow) or death, or if he tenninates his employment hereunder for ather than Good Reason.

(i) 200+ Equitv Incenuive Plan Restricted Stock Awards. The Equity
incentive Plan provides for the issuance of shares of Company common stock as restricted
common stock ("Restncted Stock Grants™) (o the extent that such shares of common stock are
availabic thercunder. Resmricted Stock Grants awarded to the Executive shall be subject to
forfeiture restrictions that will terminate with respect to 1/3 of the awarded shares on the first,
second and third anniversarics of the date of the issuance; provided, further, that the Executive
will be 100% vested and all restrictions on each outstanding Restricted Stock Grant will lapse
upon (1} a Change in Conrrol (as defined herein), (ii) a termination by the Company without
Cause {as defined herein). or (iit) a termination by the Executive for Good Reason (as defined
herein). and that the Execunive will forfeit ali shares with respect 1o which the forfeirure
restrictions have not terrmunated if he 1s terminated for Cause, Disability {as defined below) or
death, or if he terminzies nis emplovment hereunder for other than Good Reason. The common
stock 1ssued as Resticizd Siock Grants will have voting and dividend rights.

For purposes of ihis Agcreement:

“Acquining Person™ means that a Pzrson, considered alone or as part of a “group” within
the meaning of Section 13(d}3) of the Securities Exchange Act of 1934, as amended, is or
becomes directly or indirectly the benelicial owner (as defined in Rule 13d-3 under the
Exchange Act) of secunties represaniing more than thirty-three and one-third percent (33 1/3%)
of the Company’s then outstanding securities entitled to vote generally in the election of the

Board.
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“Continuing Director” means any member of the Board, while a member =7 == Baad
and (1) who was a member of the Board on the closing date of the Company’s initial pubiic
offening of the Common Stock or (ii} whase nomination for or election to the Board was
recommended or approved by a majority of the Continuing Directors.

i

“Control Change Date” means the date on which a Change in Conwol occurs. If
Change in Control occurs on account of a series of transactions, the “Control Cheange Dar” is
the date of the last of such transactions.

“Change in Controi” means (i) a Person is or becomes an Acquining Person; (1) holders
of the securities of the Company entitled to vote thercon approve any aereement with a Person
(or. if such approval 15 not required by applicable law and is not solicited by the Company. the
closing of such an agreement) that involves the wansfer of all or subsanially ali of the
Company's total asscts on a consolidated basis, as reported in the Company’s consolidated
financial statemenis filed with the Securities and Exchange Commuission; {ii1} holders of the
securities of the Company entitled to vote thereon approve a transaction (or. if such approval is
nat required by applicable law and is not solicited by the Company, the closing of such a
transaction) pursuant to which the Company will undergo a merger. consolidation, or stamiory
share exchange with a Person, regardless of whether the Company is intended to be the surviving
or resulting entity after the merger, consolidation, or sfatutory share exchange, other than a
transaction that results in the voting securities of the Company carrying the right 1o vote in
clections of persons to the Board outstanding immediately prior to the closing of the transaction
continuing {o represent (either by remaining outstanding or by being converted inio voting
secunties of the surviving entity) at least 50% (fifty percent) of the Company’s voting secuiities
carryng the right to vote in eiections of persons to the Company’s Board, or such securities of
such surviving entity, outstanding immediately after the closing of such tansaction; (iv) the
Continuing Directors cease for any reason to constitute a majority of the Board: {(v) holders of
the securinies of the Company entitled to vote thereon approve a plan of complete liquidation of
the Company or an agreement for the sale or liquidation by the Company of all or substasntially
all of the Company’s asscts (or, if such approval is not required by applicable law and is not
solicited by the Company, the commencement of actions constituting such a plan or the closing
of such an agreement); or {vi} the Board adopts 2 resolution to the effect that, in its judament. 2s
a consequence of any one or more transactions or events or series of transactions or evenis. a
Change in Control of the Company has effectively occurred.  The Board shall be entiti=d 0
exercise its sole and absolute discretion in exercising its judgment and in the adoption o such
resolution, whether or not any such transaction(s) or event(s) might be desmed. individuailv or
collectively, to satisfy any of the criteria set forth in subparagraphs (i) through (v) above.

“Person” means any human being, firm, corporation, partnership. or other sntinv.
“Person™ also includes any human being, firm, corporation, partnership. or other eatiny 23
defined in sections 13(d)(3) and 14{d)(2) of the Exchange Act. The term “Person™ does not
include the Company or any Related Entity, and the term Person does not incivde anv emploves-
benefit plan maintained by the Company or any Related Entity, or anv persen or entinv
orgamized, appointed, or established by the Company or any Related Entity for or pursuant to the
terms of any such employee-benefit plan, unless the Board determines that such an employee-
benefit plan or such person or entity is a “Person”.
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“Related Entity” means anv enuin === 2 =0 of a controlled group of corporations or is
under common control with the Company mthm the micaning of Sections 1563{a), 4i4(b) or
414(c) of the Code.

(d) Benefits.

(i) Vacation. The Execusive shall be entitled to five (5) weeks of paid
vacation per fulf calendar vear. The Exescutive shall not be entitled 1o cash in lieu of any unused
vacatior ymz. ITne Executive shall be entitled to carry over any unused vacation time from vear
to year pursuan! to the Company’s then current vacation policy.

() Sick and Personal Bavs. The Executive shall be entitled to sick and
personai davs i accordance with the policies of the Company.

(a1t)  Cmplovee Benefits.

(A} Parucipation in Emplovee Benefit Plans. Subject 1o the terns of
any applicable plans, pohcies or programs. the Executive and his spouse and eligible dependents,
if any, and their respective designated beneficianes where apphcable, wall be eligible for and
entitled to participate in any Company sponsored employee benefit plans, including but not
limited 10 benefits such as group health, dental, accident, disability insurance, group iife
insurance. and a 401(k) plan, as such benefits may be offered from time to time, on a basis no
less favorable than that applicable 1o other executives of the Company.

(B) Disabihtv Insurance. The Company will maintain, at iis cost, 2
renewable long-tenm Disability plan that. subject to the terms of such plan and any applicable
plans, policies or programs, provides for payment of not less than 60% of the Executive’s Base
Salary for so long as any long-term Disability of the Executive continues. In addition, the
Company shall reimburse the Executive the amount of premiums payable by the Executive with
respect to a personal supplemental long-term disabiliry insurance policy providing for benefits
equal 1o at least 40% of the Executive’s Base Salary for so long as any long-term Disability of
the Executive continues.

{sv)  Directors and Officers insurance. During the Term and for a peniod of
thirty-six (36) months thereafier, the Exccutive shail be entitted to director and officer insurance
coverage for hus acts and omissions while a1 077227 and director of the Company on a basis no
less favorable to him than the coverage provided o current officers and directors.

() Expenses, Office and Secreraniai Support. The Executive shall be entitled
to reimbursemant of all reasonable expenses. in 2ccordance with the Company's policy as in
effzct from time 0 ::: 2 and on a basts no less favorable than that appliczble to other executives
of the Companv. including. without limitztion, telephone, reasonable travel and reasonable
enterizinmoni expenses incurred by the Executive in connection with the business of the
Company. prompuyv upon the presentation by the Executive of appropriate documentation. The
Company shali also provide Exccutive with an automobile allowance of $1,500 per month. The
Executive shali also be entitled to appropriate office space, administrative support, and such

~iin
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s =oiizes and services as are suitable to the Executive's positions and adequate for the

performance of the Executive's duties.

{vi)  Remmbursement of Certain Professional Fees. The Company shall
rzrmburaz. 2t the request of the Executive, fees for financial, tax and accounting advisory
samvices, and professtonal organizations reasonably related to the mortgage banking and REIT

industies.

(vi1)  Life Insurance. The Company may purchase on the life of the Exccutive
up to 513 muillion of key man life insurance with the Company as the beneficiary of the death
benefit. The Company shall also purchase on the life of'the Executive a 30 year vanishing
premium, whote life insurance policy with a dzath beneiit of at least four iimes the Executive's
Base Salary and 1areet Incentive Bonus with the Exccuzive as the owner of the policy and the
beneficiaries of the death benefit to be designated by the Executive, and the Company will pay
the Executive such additional amount as necessary 1o have no tax effect on the Executive. The
life insurance shall be issued by an AA or beuter rated (bv AM Best) insurer. The Company will
obtamn bids for this program and review the final program with the Executive and the Chairman
of the Compensation Committee for approval. The program will be structured to comply with all

equirements of the Sarbanes-Oxley Act or similar requirements.

7. Temurauon. The Exccutive’s employment hereunder may be terminated without any breach
of this Agreement only under the following circumstances:

{(a) Death. The Executive’s employment hereunder shall terminate upon his death.

(t} Dusability. If, 1n the written opimion of a qualified physician reasonably agreed 1o by
the Company and the Executive, the Executive shall become unable 10 perform his duties
hereunder due to Disability, the Company may terminate the Executive’s emplovment hereunder.
As used i this Agreement, the term “Disability” shali mean inability of the Executive, due to
physical or mental condition, to perform the essential functions of the Executive's job, after
consideration of the availability of reasonable accommodations, for more than 180 totai calendar
davs dunsg anv period of 12 consecutive months.

i2) For Cause. The Company may terminate the Executive's employment hereunder
immed:atelv for Cause. For purposes of this Agreement, the Company shall have “Cause™ to
: the Execuntive's employment hereunder upon a determunaiion by at least a majority of

the mempers of the Board (other than Executive) at a meeting of the Board called and held for
such purpese {after reasonable notice is provided to the Executive of such meeting, the purpose
Herzel @nd the particulars of the basis for such meeting and the Exccutive is given an
opporumiiy . together with counsel, to be heard before the Board) that Execuuve (i) has
committed fraud or nusappropriated, stolen or embezzied funds or property from the Company
or an affiliate of the Company or secured or auempizd io secure personally any profit in
connection with any transaction entered into on behalf of iz Company or any affiliate of the
Company, (1) has been convicted of, or entered a piea of guiity or “nofe contendre” to, a felony,
whether or not involving the Company, which constitutes a crime of moral turpitude or which is
punishable by imprisonment or which 1s likely to cause material harm to the Company’s (or any

affiliate of the Company) business, customer or si—=X= reiadons, financial condition or
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prospects, (111} has, notwithstanding not less than 30 davs’ prior wi—=" z2tizz Tom the Board,
willtully failed to perform (other than by reason of illness or temporary disability ) his material
duties hereunder on an exclusive and full-time basis, or willfuily violated any reasonable
directive or decision of the Board (1v) has knowingly violated or breached any matenal law or
reguiation to the matenal detnment of the Company or any affiiizies of :hz Company or its
business, or (v) has breached any non-competition, non-disciosure or non-solicitation agreement
between Executive and the Company which causes or is reasonably likefy to cause material harm
to the Company. For purposes of this provision, no act or failure to act, on the part of the
Executive, shall be considered “willful” unless it ts done, or omitted to be done, by the Exzoutive
in bad faith or without reasonable belief that his action or omission was in the best interests of
the Company. Any act, or failure to act, based upon authority given pursuant to a resolution duly
adopted by the Board or based upon the advice of counsel for the Company shall be conclusivaiv
presumed to be done. or omitted to be done, by the Executive in good faith and in tae Des:
terests of the Company.  Anv notice of termination delivered by the Company 1o Executive
that purports to notify Exccutive of a termination for Cause, but where the Company has not
otherwise followed the procedures set forth in the definition of “Cause” above, shall be deemed
to constiiute a notice of terminatton without Cause pursuant to Section 7(d) hereof. Neither a
notice from the Company to Exccuuve that a meeting of the Board has been scheduled to
determune whether grounds for a termunanon for “Cause™ cxist, nor the holding of such a
meeting. shall itself be construed as a notice of termination for such purpose.

(d) Without Cause. The Cempany may at any time termunate the Execulive's
employment hereunder without Cause.

(e} Temmunanon by the Executive.

(1) The Lxecutive may terminate his emplovment hereunder (A) for Good
Reason, or (B) at any time after the date hereof by giving sixty (60) days prior notice of his
INENNOn 10 temunaic.

{11) For purpases of this Agreement, “Good Reason” shall mean (A) a failure
by the Company to comply with any material provision of this Agreement (other than the
Company's payment obheations referred to in clause (E) below) which has not been cured
within thirty (30} davs after notice of such noncompliance has been given by the Executive to the
Company, (B) the assignment to the Execuwtive of anv material dunes inconsisicnt with the
Executive’s position with the Company or a substantial adverse alteraiion in the nature or status
of the Executive’s responsibilities without the consent of the Executive, (C) without the consent
of the Executive, a matenial reduction in emplovee benefits other than 2 reduction generally
apphcable 1w similarly situated executives of the Company, {D) without the consent of the
Executive, relocation of the Company’s principal place of business ouiside a iifty (50) miic
radius of Irvine, California, (E) any failure by the Company 10 pay the Executive Base Salary or
anyv Incentive Bonus to which he is entitled under the Bonus Plan or hereunder which failur= has
not peen cured within ten (10) days afier notice of such noncompliance has been given by 2
Executive to the Company or any failure of the Compensation Committee to approve a Bonus
Plan for any fiscal year, or (F) without the consent of the Executive, a failure by the Board of
Directors to nomtnate the Exccutive for reelection as a director of the Company and as Chairman
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of the Board and anv === = == sockholders of the Company to reelect Executive as a
director of and as Chairman of the Board of the Company and any removal by the stockholders
or the Board of Directors of the Executive from his positions as Chief Executive Officer,

President, or as director of znd 2s Chairman of the Board of the Company, other than for Cause.

{1) Any ermiation oi toz Executive’s employment by the Company or by the Executive
(other than termination pursuant to subsection (a) or (b) of this Section 7) shall be communicated
by writter: Notice of Tf:n— neson  the other party hereto in accordance with Section 14. For
purposes of this Agreement. a2 “Notice of Termination” shall mean a notice which shall indicate
the specific termination provision in this Agreement relied upon and shall set forth in reasonable
detail the facts and circumstances claimed to provide a basis for termination of the Fxecutive's

cmploynient under th2 provision so indicared.

{2} “Date of Term J:am(:r1 * shall mean (1} if the Executive’s emplovment is ierminated by
his death, the date of his deaih, (i) if the Executive’s emplovment is terminated pursuani to
subsection {b) above. the da:c as of which the physician’s written opinion is reccived by the
Company, (i1} if the Executive’s emplovment s terminated pursuant to subsection (¢} above, the
date specified in the Notice of Termination, and (iv) if the Executive's employment is terminated
for any other reason. the date sixtv (60) days following the date on which a Notice of
Temunation is given,

8. Compcensation Upon Terminatien. Death or During Disabilitv.

(a) Disabilitv. Should Executive become disabled from performing his duties hereunder
as defined above, Execurive acknowledges that his employment may be terminated anytime
thereafter if such disabilicv coniinues: provided that during the period of the disability prior o
such termination of employment. Executive shall continue to receive all compensation and
benelits as if he were activelv employed less any sums received directly by the Executive, if any,
under any policy or policies of disability income insurance purchased by the Company. In the
event of such termination, Execurive shall be entitled to receive any unpaid Base Salary to the
Date of Termination, the eamed but unpaid Incentive Bonus for any completed fiscal year and
any amounts due to Execuiive pursuant to Section 6(d) through the Date of Termination.
Exccutive’s rights to recewve any addmional salary or payments under this Agreement shail
terninate but Execurive shaii have the fight to continue to receive any and all payments made by
an insurance company under env aad all policies of disability insurance purchased by the
Company. Executive’s righis undar anv Company benefit plan will be those rights accorded to
any terminated cmploxeu umer the pian provisions and applicable law. Executive will remain
entitled to receive any benefits under siate disability or worker's compensation laws. In addition,
all stock options. resiriciad ;&k zants awards and any other equity awards granted by the
Company to the Execuuine shzl! become fully vested, unrestricted and exercisable as of the Date

of Termination.

{bj Death. I7nz Txecuive’s empicvment is terminated by his death, the Company shall
within ten (10) davs following the date of the Executive's death, pay to the Executive’s
designated bencficiary {ies) any amounts due to the Executive under Section 6(d) through the
date of and as a result of his death. an amount cqual to the Executive’s annual Base Salary for

the year i which G2 ism—===2= o0k place, and an amount equal to either the Executive's
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target Incentive Bonus for the year in which the termination took place (if termination oczi—s
during the first year of this Agreement), or an amount equal to the average Incentive Bonus
earmed by Executive during the term of this Agreement (if termination occurs after the first vear
of this Agreement) together with any other amounts to which the Executive is entitled pursuant
w0 death benefit plans, programs and policies. In addition, all stock options, restricied siock
awards and any other equity awards granied by the Company to the Executive shall become fuilv
vested, unresiricted and exercisable as of the Date of Termination.

(¢) Cause or other than Good Reason. If the Executive’s empiovment shali be terminated
by the Company for Cause or by the Executive for ather than Good Rzzson, the Company shall
pay the Executive his full Base Salary through the Date of Tenmination at the rate in effect at the
ume Nouce of Termination is given and reimburse the Executive for all reasomable and
custormary expenses incurred by the Executive in performing services hereunder prior 1o the Date
of Termination i accordance with Section 6(d), and the Conipany shall have no further

obligations to the Executive under this Agreement.

(d} Termunation by the Company without Cause (other than for death or Disability) or
Termination by the Executive for Good Reason. If the Company shall terminate the Executive s
employment other than for death, Disability, or Cause, or the Executive shall terminate his
employment for Good Reason, then:

(1) the Company shall pay to the Executive within two business days
following the Date of Termination any unpaid Basc Salarv to the Date of Termination, the
earmmed but unpaid Incentive Bonus for any completed fiscal vear, and any amounts due to
Executive pursuant to Section 6 (d) through the Date of Termination;

(i) pay to the Exccutive as severance pay (a) an aggregale amount equal to
three (3) times the Executive's annualized rate of Base Salary and one (1) times the average
lacenuve Bonus paid to Executive for ihe three calendar years preceding the Date of
Termunation, such aggregate amount to be paid in a series of substantialty equat instaliments {not
less frequently than monthly) over a period of three (3) years following the Date of Termination.

(n) In the case of a termination of the Executive’s employment by the
Company without Cause or for Disability, or by the Executive for Good Rezason. the Company
shall pay the full cost for the Executive to participate in the health insurance plan in which the
Executive was enrolled immedsately prior to the Date of Termination for a period of thirtv-six
{36) months, provided that the Executive’s continued participation is possible under the eeneral
terms and provisions of such plans and programs. In the event that the Executive’s participation
in any such plan or program is barred, the Company shali arrange to provide the Executive with
oenefits substantially similar to those which the Executive would otherwise have been entitled ic
recerve under such plan from which his continued participation is barred; and

{(iv)  The obligations of the Company to maks znv cavmenis w0 Execunve
requirecd under Section 8(d) hercof shall be conditioncd on the execution and delivery by the
Executive of a general release of claims in form and substance reasonabiv satisfactory to the

Company.
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9. Nondisclosure. The Executive shall hold in = T oacity for the benefit of the
Company all secret or confidential information. knowiedge or dara relating to the Company or
any of its affiliated companies, and their respective busines* . which shall have been obtained
by the Exccutive during the Executive's employment by the Company or any of its affiliated
companies and which shall not be or become pubiic knewiedee (other than by acts by the
Executive or representatives of the Executive in vioiation of this Agreement). After tecrmnation
of the Executive's employment with the Company, the Executive shall not, without the prior
wnimzn censent of the Company or as mayv otherwiss be required by law or legal process,
communicate or divuige any such information, knowledge or data to anyone other than the
Cor-mam' and those designated by it. The agreement made in this Section 9 shall be in addition
2. and not in limitation or derogation of, any oblications otherwise imposed by law or by
separaie agreemeni upon the Executive in respect of confidential information of the Company.

i Non-Compe:tion and Non-Soliciation. Dunng the Executive’s employment with the
Company and for a period of twelve (12) months following the Exccutive’s Date of Termination,
ine Executive shall not. for himself or on behalf of or in conjunction with any other person,
persans, company, firm, partnership, corporation, business, group or other entity (each, a
“Person”), work in the principal line of business engaced in, or planned to be engaged in, by the
Company at the Date of Tenmination within any state where the Company is doing business or
has plans fer commencing business as of the Date of Termination. The Executive's passive
ownership of less than five percent (3%) of the securities of a public company shall not be
treated as an action in competition with the Company.

{a) Executive hereby acknowledges and agrees thai his employment with the Company
places him in a posion of trust and confidence with respect to the business operations,
custonicrs, prospects and personnel of the Company. He agrees that, cue to his position and
knowledge, his engaging in any business that competes in the principal line of business as the
Company will cause the Company significant and irceparable harm.

(b} In consideration of the compensation and benefits extended to him under this
Agreement, Executive agrees that. during the term of Executive’s emplovment by the Company
and for twelve (12) months following the Executive’s Date of Termination, the Exccutive shall
not, for any reason whatsocver, directly or indirectlv. for himsalf or herself or on behalf of or in
comjunction with any other Person with wham the Executive works or 5 a‘filiated:

{1} solicit and/or hire any Person who 12 o1 the Date of Termination, or has
been within s1x (6) months prior to the Date of Termination. an employee of the Company of its
affiliates;

(i1 sohcit, induce or atiempt i0 induce 2nv Person who is, at the Date of

Ter'ﬂina'ion. or has been within six (6) months prior 10 the Date of Termination, an actual

w2 client. business partner, or a prospective customer. chent, business pariner (ie., a
cuswdmn Shiznt or business partner who is party 1o a wrinten proposal or lztier of intent with the
Company, 1n each case written less than six (6) months prior to the Date of Termination) of the
Company, for the pumpose or with the intent of (A) inducing or attempting to induce such Person

to czase doing business with the Company or its affiliates, (B) enticing or attempting to entice

10
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such Perscz 1o 2o business with Executive or any affiliate of Executive, or (C) in any way
mterfening with toe reianonship between such Person and the Company or its affiliates; or

{ritf  solicit, induce or attempt to induce any Person who is or that is, at the time
of the Dziz o7 Tzrrmmanion, or has been within six (6) months prior to the Date of Termination, a
supplier, ficznsee or consultant of, or provider of goods or services to the Company or its
affiliates. for the purpose or with the intent of (A) inducing or attempting to induce such Person
to cease doing business with the Company or its affiliates or (B) in any way interfering with the
relationship between such Person and the Company or its affiliates.

{¢) Because of the difficultv of measuring economic losses to the Company as a result of
a breach of the foregoing coverans. and bzcause of the immediate and irreparable damage that
could be caused to the Companv for w hi—:i‘ 1t woulc have no other adequate remedy, Executive
agrees that the foregoing covenanis m ks Section 10. 1 addition o and not in limitation of any
other rights, remedics or damages avai!ab!e io the Company at law, in equity or under this
Agreement, shall be enforced by the Company in the event of the breach or threatened breach by
Executive, by injuncuons and/or restraining orders.

{d) It1s agreed by the parties that the covenants contained in this Section 10 impose a fair
and reasonable restraint on Executive in light of the activities and business of the Company on
the date of the exscunion of this Agreement and the current plans of the Company; but it is also
the intent of the Company and Execuaive that such covenants be construed and enforced in
accordance with the changing activizies, business and locations of the Company and its affiliates
throughout the term of these covenants. Executive also acknowledges that this restraint will not
prevent him from earning a living in his chosen field of work.

(e} The coverants in this Section 10 are severable and scparate, and the unenforceabihty
of any specific covenant shall not affect the provisions of any other covenant. Moreover, in the
event any couri of competent jurisdiction shall determine that the scope, time or territonal
restrictions set forth herein are unrcasonable, then it is the intention of the parties that such
restrictions be enforced 10 the fullest extent that such court deems reasonable, and the Agreement

shall thereby be reformed 1o reflect the same.

(1) All of :he covenanis in this Section 10 shall be construed as an agreement
independent of any other provision m this Agreement, and the existence of any claim or cause of
action of Fxecuiive 2zainst the Company whether predicated on this Agreement or otherwise

-

shall not corsitiziz a defense to the enforcement by the Company of such covenants. It ts
specifically agreed that the duration of the period during which the agreements and covenants of
Executtve made m s Section 10 shall be effective shall be computed by excluding from such
computation any 1ime curiag which Executive is m violation of any provision of this Section 10.

(0) \'mwi:hs:anding any of ih I'o ;.:o ne, 'fanv a*splicabie law judicial mling or order

conpetitive activity dtth’led n f)z,cuon lO hereot, Ihc penod of time for which Executwe shall
be prohibited pursuant to Section 10 hereot shall be the maximum time permitted by law.
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H. Successors; Binding Aereement. This Agreement shall be binding upor =I s ¢ the
benefit of successors and permitied assigns of the parties. This Agreement may not be assigned,
nor may performance of any duty hereunder be delegated, by cither party without the prior
written consent of the other; provided, however, the Company may assign this Agreemeani o any
successor to its business, including but not limited to in connection with Znv suDsSCuenT smerger,
consolidation, sale of all or substantially all of the assets or stock of the Cormpany or sirailar

transaction mvolving the Company or a successor corporation.

12, Additional Pavments by the Company.

{a) If it 1s determined (as hereafter provided) that any payment or distnbution by the
Company 1o or for the benefit of the Executive, whether paid or payvable or ciszibuted or
distributable pursuant to the terms of this Agreement or otherwise pursuani 0 or ov rzzson of
any other agreement. policy, plan, program or arangement, including without {umiuition any
option, share appreciation nght or similar right, or the lapse or termination of &Ny resiiclon on
or the vesung or exercisability of any of the foregoing (a “Payment”™), would be subject to the
excise fax imposed by Section 4999 of the Code (or any successor provision thereto) or to any
similar tax tmposed by state or local law, or zny interest or penaltics with respect to such excise
tax {such tax or taxes, together with any such interest and penaltes, are hereafter collectively
referted (o as the “Excise Tax”). then Executive will be entitled to receive an additional payment
or paymients {2 "Gross-Up Payment™) in an amount such that, after payment by Executive of all
taxes (including any interest or penalties imposed with respect to such taxes). ncluding any
Excise Tax. imposed upon the Gross-Up Payment, Executive retains an amount of the Gross-Lp
Payment equal to the Excise Tax imposed upon the Payments,

(b) All determinations required to be made under this Section 12, including whether an
Excise Tax 1s payable by Executive and the amount of such Excise Tax and whether a Gross-Up
Payment 1s required and the amount of such Gross-Up Payment, will be made bv the Company’s
then current outside auditors: provided that if that firm is unwilling or unable 10 provide such
services. another accounting firm may be selected by the Company (such accouniing firm the
“Accounting Firm™). The Company will direct the Accounting Firm to submit its determination
and detailed supporting calculations to both the Company and Executive within 30 calendar davs
after the date of the change in control or the date of Executive's termination of emplovrment. if
applicable. and any other such time or imes as may be requested by the Company or Executive.
I the Accounting Finm determunes that any Excise Tax is payable bv Exzcuiive. taz Company
will pay the required Gross-Up Payment to Executive no later than five calendar davs prior o the
due date for Executive's income tax retum on which the Excise Tax is inciuded. If the
Accounting Firm determines that no Excise Tax is payable by Executive, it will. 22 the szme time
as 1 makes such determination. furnish Executive with an opinton that k2 haz suhsmangal
authonty not to report any Excise Tax on his federal, state, local income or oiher -2x ramoe. Any
determination by the Accounting Firm as to the amount of the Gress-Up Payment wzil be binding
upon the Company and Executive. As a result of the uncertainty in the applicadon of Section
4999 of the Code (or any successor provision thereto) and the possibility of stmiler uncerainny
regarding applicable state or tocal tax law at the time of any determination by the Accounting
Firm hereunder, 1t 1s possible that Gross-Up Payments which will not have been made by the
Company should have been made {an “Underpayment”), consistemt with ihe caloulations

12
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required to be made hereunder. It == === :3a: the Company exhausts or fails to pursue its
remedies pursuant to Section 12(1) hereof and FExecutive thereafter is required to make a
payment of any Excise Tax, Executive shall so notify the Company, which will dircct the
Accounting Firm to determine the amount of the Underpayment that has occurred and to submit
its determination and detailed supporing :zicuizdons to both the Company and Executive as
promptly as possible. Any such Underpavment will be promptly paid by the Company to, or for
the benefit of. Executive within five business davs after receipt of such determination and
caleulanons.

{¢) The Company and Executive will each provide the Accounting Firm access to and
copies of any books. records and documents in the possession of the Company or Executive, as
the case max Dzl rezsonably requasted by the Accounitng Firm, and otherwise cooperale with the

fimmoan conmecton with the preparaiion and issuance of the determination
ection §2(b} hereof.

Accouning
coniemp.aiec |

)
<)
[ I
¥ d]

&y The federel. state and local income or other tax returns filed by Executive will be
prepared and filed on a consistent basis with the determination of the Accounting Firm with
respect o the Excise Tax payable by Executive. To the extent the Excise Tax has not been
previous!y wititheld from amounts paid to the Exccutive, Executive will make proper payment of
the amount of any Excise Tax, and at the request of the Company, provide to the Company true
and correct copies (with any amendments) of his federal income tax return as filed with the
[nternal Revenue Service and corresponding siate and local tax returns, if refevant, as fited with
the applicable waxing authoritv. and such other documents reasonably requested by the Company,
evidencing such payment. [ prior to the filing of Executive's federal income tax retum, or
corresponding state or local tax return. if ralzvant the Accounting Firm determines that the
amount of the Gross-Up Paviment should be raduced, Executive will within five business days

pay to the Company the amount of such reduction.

(e} The fees and expenses of the Accouniing Firm for its services in connection with the
determuinattons and calculagions contemplatec by Sections 12(b) and 12(d) hereof will be borne
by the Company. Ii such fees and expenses are initially advanced by Executive, the Company
wil reimburse Executive the full amount of such fees and expenses within five business days
after reeeipt from Exccutive of a statement tharefore and reasonable evidence of his payment
thersofl

{(f) Executive will notitv the Company in writing of any claim by the Intemal Revenue
Service that. 1T successful. would require the payvmeni by the Company of a Gross-Up Payment.
Such notification will be given as promptiv as practcable but no later than ten (10) business days
aficr Executive aciually receives nouce of such claim and Executive will further apprise the
Company of the nature of such ciaim 2nd the é2:2 on which such claim is requested to be paid (in
each case. o the extznt known by Executive). Executive will not pay such claim prior to the
earlier of 1x} ©hz 2xpitztion of the 30-calendar-dav period following the date on which he gives
such notcs w2 51z Compam and (y) the date that any payment of amouat with respect fo such
claim s duz. I the Company notifies Executive in writing prior to the expiration of such period
that it desires 1o contest such ciaim, Executive will:

13
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B provide the Company with any writlen records or.documents in his
possessian relating to such claim reasonably requested by the Company;

(1) take such action in connection with contesting such ciaim as the Company
rezsonabiy requests in writing from time 10 time, including without Limitation accepiing legal

repraseniation with respect to such claim by an attorney competent in respect of the subject
matter and reasonably selected by the Company;

(1ii}  cooperate with the Company in good faith in order effectively to contest
such claim; and

{1v)  permit the Company to paricipaie ia anv proceedings relating to such
claim;, provided, however, that the Company wiil beer and pav directiv ail costs and expenses
(including nierest and penalties) incurred in connection with such contest and will indemnify
and hold harmless Executive, on an after-tax basis, for 2nd against any Excise Tax or income tax,
including mterest and penaities with respect thereio. imposed as a result of such representation
and payment of costs and expenses. Without limiting the foregoing provisions of this Section
12(f). the Company will control all proceedings taken in connection with the contest of any
claim contemplated by this Section 12(f) and, at its sole option, may pursue or forego any and all
administrative appeals, proceedings, hearings and conferences with the taxing authority in
respect of such claim (provided thar Executive may paricipate therein at his own cost and
expense) and may, at its option, either direct Executive 1o pav the tax claimed and sue for a
refund or contest the claim in any permissible manner, and Executive agrzes to prosecute such
contest to a determination before any administrative tribunal, in a court of initial jurisdiction and
in one or more appellate courts, as the Company will determine; provided, however, that if the
Company directs Executive to pay the tax claimed and sue for a refund, the Company will
advance the amount of such payment to Executive on an interest-free basis and will indemnify
and hold Executive harmless, on an after-tax basis, from any Excisz Tax or income tax,
mcluding interest ar penalties with respect thereto, imposad with respect to such advance; and
provided further. however, that any extension of the staiute of limitations relating to payment of
taxes for the taxable year of Executive with respect to which the contested amount is claimed to
pe due is himited solely to such contested amount. Furthermore, the Company's control of anv
such contested claim will be limited to issues with respect to which a Gross-Up Payment would
2 ravebie hercunder and Executive will be entitfed to settle or contest. 25 the case may be, anv
et issue raised by the Internal Revenue Service or any other 1axing authority.

{2} H. after the receipt by Executive of an amount advanced by the Company pursuant to
Secuion 12(f) hereof, Executive receives any refund with respect to suck claim, Executive will
+sugizet 1o the Company's complying with the requiremenis of Section 12()) hereof) prompily
$2» 0 the Company the amount of such refund (iogsther with anv interest paid or credited
thereon after any taxes applicable thereto). If, afier the receipi by Exscutive of an amount
advanced by the Company pursuant to Section 12(f; hareof 2 determination is made that
Executive will not be entitled to any refund with r2spect 1o suck clasm and the Company does
not noufy Exccutive in writing of its intent to contes: such denial or refund prior to the
expiration of 30 calendar days after such determination. then such advance will be forgiven and
will not be required to be repaid and the amount of such advance will offset, to the extent

14
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thereof, the amount of Gross-Up Payment required 1o be paid s = === Section 12, If, after
the receipt by Executive of a Gross-Up Payment but before the pavinent by Executive of the
Excise Tax, it is determined by the Accounting Firm that the Excise Tax pavable by Executive is
less than the amount originally computed by the Accounting Firm and consequently that the
amount of the Gross-Up Pavment is larger than that required by s S==5on 12, Executive shall
promptly refund to the Company the amount by which the Gross-Up Payvment initiatly made to
Executive exceeds the Gross-Up Payment required under this Section 12

13. Continued Performance. Provisions of this Agreement shall survive any termination of
Execuuve’s employment hereunder if so provided herein or if necessary or desirable fully 10
accompiish the purposes of such provisions, including, without hmitation, the obligations of the
Executive under the terms and conditions of Sections 9 and 10. Any obligation of the Company
1o make payments [0 or on beha!f of the Exccutive under Section 8 is expressly conditioned upon
the Executive’s conunued performance of the Executive’s obligations under Sections 9 and 10
for the ume periods stated tn Sections 9 and 10. The Executive recognizes that, except 1o the
extent. if any, provided in Section 8. the Exccutive will earn no compensation from the Conipany

after the Date of Termination.

I4. Nonces. For the purposes of this Agreement, notices, demands and ail other communications

provided for in this Agreemsnt shall be in writing and shall be deemed to have been duly given

when delivered or {uniess otherwise spectfied) mailed by United States certfied or registered
Wil return receipt requested. postage prepaid, addressed as follows:

If 10 the Execunve:

If 1o the Company:

PEOPLE"S CHOICE FINANCIAL CORPORATION
7313 Irvine Center Drive

Irvine, California 92618

Attention” Board of Ditectors

FAX:

With a copy to:

PEOPLE'S CHOICE FINANCIAL CORPORATION

7315 Irvine Center Drive

Inane, California 92618

Attention: General Counsel

FAX: (949)341.2248
or to such other address as any party may have furnished to the others in writing in accordance
herewith, except that notices of change of address shall be effective only upon receipt.
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unless such waiver. modification or discharge is agreed to in writing signed by the Executive and
such officer of the Company as may be specifically designated by the Board. No waiver by
either party hereto at any tume of anv breach by the other party hereto of, or compliance with,
any condition or provision of ;s Agreement to be performed by such other party shall be
deemed a waiver of similar or dissimilar provisions or conditions at the same or at any prior or
subsequent time. No agreemznis or representations, oral or otherwise, express or implied, with

15. Misceilaneous. N:o movizions of this Agreement may be modified, waived or discharged

cxpressly n this Agreament Thz validity, interpretation, construction and performance of this
Agreement shall be governad by the laws of the State of California without regard to its conflicts

of law principles.

{a) Validuv.  The invaiidity or unenforceabihity of any provision or provisions of this
Agreement shall not zffext ine vahduv or enforceability of any ciher provision of this
Agreement, which shall remain in full foree and effect.

(b} Counternarts. This Agreement mav be executed in one or mere counterparts, each of
which shall deemed to be 1n an onginal but all of which tagether will constitutz one and the same

instrurment.

() Disputes.

() Arbirable Claims. All disputes between Executive (and Execunve’s
aitornevs, successors, and assigns) and the Company (and s affiliates, shareholders,
directors. oificars. emplovess. agents, successors, attormeys, and assigns) relating in any
manner whatsoever 1g“i§?e emplovment or temination of Executive, including, without
hnutation, all dispuigs ansing under this Agreement (“Arbitable Claims™), shall be
resolved by final and binding arbitration. All persons and entities specified in the preceding
sentence {other than Company and Executive) shall be considered third-party beneficiaries
of the nights and obligations created by this Section 15, Arbitrable Claims shall include, but
are not hinuted to. contract (express or umplied) and tort claims of all kinds, as well as all
claims based on any federal, state, or tocal law, statute, or regulation, excepting only claims
uader applicable workers’ compensation law and unempioyment insurance claims, By way
of exampiz and not iz Imuation of the foregoing, Arbitrable Claims shall include any
claims ansing ancar 1oz VI of the Civil Rights Act of 1964, the Age Discrimination tn
Employvment Ace S5z tmenizans with Disabilities Act, and the California Fair Employment
and Housing Act as well as any claims asserting wrongful termination, breach of contract,
breach of the covenan: of good fath and fair dealing, neglicent or intentional infliction of
emotional disTesi Teziizzmt or inientional mistepresentation, negligent or intentional
interference with conTact of prospective economic advantage, defamation, invasion of
privacy, and clamms reiared 1o cisabilizv.  Arbitration shall be final and binding upon the
parties and shall be @z exciusive remedy for all Arbitrable Claims, except that the
Company may, a: i35 option, s22k mienm injunctive relief and other provisional remedies in
court as set forth 1n Section 13 (v1) of this Agreement. The parties hereby waive any rights
they may have to trnial by jury in regard to Arbitrable Claims.

16
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{i) Procedure.  Arbitration of Arbitrable Claims shall be in accorden~= w==%
the National Rules for the Resolution of Employment Disputes of the American Arbitration
Association, as amended (“AAA Employment Rules”), as augmented in this Agreement.
Arbitration shall be ininated as provided by the AAA Employment Rules. althoueh the
writien notice to the other party initianing arbitration shail also inzlude a sizizmen: of ime
claim(s) asscried and all the facts upon which the claim(s) are based. Either DATIV mav
bring an action in court to compel arbitration under this Agresment znd w© enforce an
arbitration award. Otherwise, neither party shall initiatz or prosecize any iawsuil o
adnumistrative action in any way related to any Arbitrable Clzimm. A arbitration hearings
under this Agreement shall be conducted in Orange Countv. California. The Federal

Arbutration Act shall govern the interpretation and enforcement of this Seciion 13,

{1m1) Arbitrator_Selection and Authoniry. All dispuizs involving Arbirable
Claims shall be decided by a single arbitrator. The arbirrator shail be selectad by muitual
agreepient of the partics within thirty (30) days of the effective datz of the notice initiating
the arbitration. If the parties cannot agree on an arbitrator. then ihe complaining pariy shall
notfy the AAA and request selection of an arbirator in accordance with the AAA
Employment Rules. The arbitrator shall have only such authority to award equitable rehef,
damages. costs, and fees as a court would have for the parucular clainys) asserted and any
action of the arbitrator in contravention of this Emitation may be the subject of court appeal
by the aggneved party. No other aspect of anv ruling by the arbitrator shall be appcalable.
and. except for being limied to relief that would be available in a court procesding. all
ather aspects of the arbitrator’s ruling shall be final and non-appealable. The expenses of
arbrtration shali be borne by the Company. The arbitrator shall bave exclusive authoriny 1o
resolve ail Arbirable Claims, including, but not limited 10, whether anv particular claim is
arbitrable and whether all or any part of this Agreement is void or unenforceable.

(1v) Confidentiality. All proceedings and all documents prepared in connection
with any Arbitrable Claim shall be confidential and, uniless otherwise required by faw, the
subject matter thereof shall not be disclosed to any person other than the paries 1o the
procecdings. their counsel. witnesses and experts. the arbitrator. and, if involved, the count
and court staff. Al documents filed with the arbuirator or with a court shall be filed unde
seal. The parties shall stipulate 1o all arbitration and court orders necessary to effeciuate
fully the provisions of this subsection conceming confidentiality.

(v) Continuing Obligations. The rights and oblivations of Executive and tie

Company sct forth in this Section 15 shall survive the termination of Executdives
emplovitent and the expiration of this Agreement.

(vi)  Exceptions for Injunctive Relief. Notwithsiandine the foregoing. in osder
to provide for interim relief pending the finalization of arbimarion proceadings hereunder,
nothing 1n this Section 1S shall prohibit the Company from purzuing a clamm for menm
injunctive relief, for other applicable provisional remedies, and for reiated atiomeys’ fees in
a court of competent jurisdiction from Executive’s breach of Fxecuiive's obligations set
forth in this Agrcement including, without limitation, Sections 3, 9. iG and 15 of this

Awrcement.
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{d) Exccutive's Legal Expensss. = &= >v=— at the Executive institutes any
proceeding to enforce his rights under, or 1o recover damages for breach of this Agreement, the
Exccutive, if he ts the prevailing party, shall be entitled to recover from the Company any actual
expenses for attorney's fees and disbursements incurred by him.

{c} Indemnification. The Company shail indemmifv and hold the Executive harmiess fo

the maximum extent permitied by the laws of the Stats of Marvland (and the law of any other
crroprizte junsdiction after any reincorporation of the Company) against judgments, fines,
paid i setilement and reasonable expenses, including attorneys’ fees incurred by
Ive. in connection with the defense of, or as a result of any action or proceeding (or any
appeal froim any action or proceeding) in which Executive is made or is *hreatened to be made a
remy Dy reason of 1he fact that he is or was an officer or director of the Company, regardless of
whener such acuion or proceeding is one brought by or in the right of the Company to procure a
Judzment in s favor {or other than by or in the right of the Company); provided. however, that
this indemnificanon provision shall not apply to any action or proceeding relating to a dispute
etwezn the Company and the Executive based on any alleged breach or violation of this

Agreement.

ol
-
[
r
i
=

(d) Enure Agreement. This Agereement sets forth the entire agreement of the parties
hereto in respect of the subject matter contained herein and supersedes all prior agreements,
PrOTHICS, COVENAnTs, aIrangements, COMMuUNICatons. representations or warranties, whether oral
o wntien, by any officer, employee or representative of any party hereto; and any prior
agreement of the parties hereto in respect of the subject matter contained herein.

18
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SN TRTUUNISS WHEREOF, the parties have executed this Agreement on the date and year
first above written.

PEOPLE'S CHOICE FINANCIAL CORPORATION

Bu: f/////’,// //pm&z«/

Nama:

Title: er_g/[

NEIL 3 KORNSWIET

Alicst:

{ <
By: [ -"-—‘——ﬁ/,',(}h

19
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AMENDMENT NO. 1 TQ EMPLOYMENT AGREEMENT

This Amendment No. 1 is made this 19 day of March, 2007, to that certain
Employment Agreement (the “Employment Agreement”) dated J anuary I, 2006 between
People’s Choice Financial Corporation, a Maryland Corporation (the “Company™) and
Neil Komswiet (the “Executive”).

The Company and Executive hereby agree that Employee’s services would better serve
the Company as an employee of the Company’s wholly-owned subsidiary, People's
Choice Home Loan, Inc., 2 Wyoming corporation (“PCHLI"), and therefore agree that
the Employment Agreement is hereby amended as follows:

The first paragraph is hereby amended to replace “People’s Choice Financial
Corporation, a Maryland Corporation” with “People's Choice Home Loan, Inc., a
Wyoming corporation”

IN WITNESS WHEREOQF, the parties have executed this Agreement on the date
and year first above written.

PEOPLE’S CHOICE FINANCIAL CORPORATION

By: ;6”,/}?/2%*

Brad Plantiko
Executive Vice President

NEIL KORNSWIET

//Zc/ A s
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July 18, 2007

Neil Kornswiet
108 Emerald Bay
Laguna Beach, CA 92651

RE: Change of Employment Status Confirmation
Dear Neil:

This letter confirms that you terminated your employment for good cause pursuant to
your employment contract with People's Choice Home Loan, inc., effective July 17,
2007.

Please find enclosed a pamphlet from the Employment Devetopment Department (EDD)
for your reference The pamphlet provides useful information regarding the various
programs offered by the EDD for the benefits of unemployed individuals including job
service. one-stop services, unemployment insurance, and disabiiity insurance. Please
contact the EDD directly with any questions regarding any programs that they offer.

Your medical, dental and vision benefits coverage will continue through July 31, 2007.
Information on continuing your benefits coverage at your own expense (COBRA) will be
maited to your home directly from our vendor, Conexis, within a few weeks.

If you were enrolled in the group life and/or voluntary life coverage's for five years or
longer. you may be eligible to convert to an individual policy. Please contact Standard
Insurance at 1 (800} 3784668 ext 6785 for information regarding converting to an
individual policy within 31 days.

Should you have an address change, please notify the Human Resources Department.
This will ensure the receipt of any future mailtings.

Please contact me should you have any questions at (949) 265-1816.
Sincerely,

o —

T,afﬁmy' da i"fé/(:" R
Regional Manager, Human Resources

TSR IRVINE CENTER DIIVEIRVINE CA 92618
phone (949 2631816 {ax (949) 4331609
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Neil Kornswiet

From: Johnson, Sven [sjchnson@alvarezandmarsal.com]
Sent:  Tuesday, August 28, 2007 10:43 AM

To: Neil Karnswiet

Subject: Accruals

Below should give you the information you are fooking for;

Prepetition wages - $13,961.54
316 Vacation accruai - $116,346.15

Sven

Alvarez & Marsal

633 West Fifth Street, Suite 2560
Los Angeles, CA 90071

P: 213.330.2382

C: 678.644.0535
F:213.330.2133

This message is intended only for the use of the Addressee and may contain information that is privileged and confidential. If
you are not the intended recipient, you are hereby notified that any dissemination of this communication is strictly prohibited.
If you have received this communication in error, please erase all copies of the message and its attachments and notify us
immediately. Thank you.

FERFERE AR RN RRKRARRRF R AR E R Rk kdoR Aokt dokok kR ok gk ek sk ok ok ob ok ook dekokok o olok ok ok ok sk ok ok o ok ok o

This message is intended only for the use of the addressee(s) and may contain information
that is PRIVILEGED and CONFIDENTIAL. If you are not the intended recipient(s), you are
hereby notified that any dissemination of this communication is strictly prohibited.

If you have received this communication in error, please erase all copies of the

message and its attachments and notify us immediately.

This email has been scanned by the Messagel.abs Email Security System.
**#**t***#*t****t#?*t*tt*t******#*********t#****************t*******************#**#

8/28/2007
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JP TECH

P
TRTELNERES

August 2§, 2007

Neit Kornswict

People’s Chaice Financiat Corporation
7313 Ivine Center Drive

frvine. CA 92618

RE: Directors & Officers Lisbilin 3 Year Run-O47 Proposal
Policy Periods. October 3, 2007 10 October 32010

Dear Nesl:

The 1o1al premium tov the 3 vear run-off option extending v our current $90 Million in D&O
limits is $2,074.000. A complete breakdown of coverage tenns and premiums of individust
policies is availabie upon request

Please feel free 1o centact us i vou have ANV QUESTIONS W COnCens

Best Reaards,

;
e N

}S_s;e_;wh }’lascr:ncia
Drrecior
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John Hancock Life Insurance Company (U.S.A))
A LIFE INSURANCE POLICY ILLUSTRATION

A Whole Life Insurance Policy Protection Whole Life  Form: G7PROWL
Guaranteed Detailed Policy Values Presented By: Chris Lapple
Blustration Assumptions

Neil Kornswiet Total Initial Death Benefit $3.630,600
Male - Preferred NonSmoker Initial Premium: $1,140,981.60
Age: 50 State: California

Maodified Endowment Contract Uinder TAMRA Starting In Year 1

Guaranteed  Values :

Total Total Cash IRR Cash Total IRR
Policy EOY Annual Net Surrender Surrender Death Death
Year Age i Pramium Outlay _ Value Value Benefit Benefit
1 51 1,140,982 1,140,982 938,032 -12.53% 3,630,000 218.15%
2 52 i) a 1,038,652 -4.58% 3,630,000 78.37%
3 53 1) ] 1,080,470 -1.80% 3,630,000 47 08%
4 54 Q [+] 1,123,958 0.38% 3.630.000 32.55%
5 55 Q i} 1,167,735 G.46% 3.630.000 26.04%
6 56 0 0 1,212,856 1.02% 3,630,000 21.28%
7 57 0 1] 1,258,920 1.42% 3,630,000 17.98%
L} 58 o 0 1.306 001 1.70% 3,630,000 15.57%
9 59 0 0 1,354,426 1.92% 3,630,000 13.72%
] &0 [+ 0 1.404,120 2.10% 3,630,000 1227%
Totals: 1,140,982 1,140,982
11 61 ] 1] 1,454,904 2.23% 3,630,000 11.09%
12 62 ] 0 1.506,595 2.34% 3,630,000 10.12%
13 63 0 0 1,558,831 2.43% 3,630,000 9.31%
14 64 0 0 1611538 2.50% 3,630,000 562%
15 65 0 0 1,664 682 2.55% 3,630,000 B.02%
16 66 Q 0 1.718.333 2.59% 3,630,000 7.50%
17 67 0 0 1.772.674 263% 3,630,000 7.04%
i8 68 0 0 1,827,850 2.65% 3,630,000 6.64%
19 69 4] i} 1.883,861 2.67% 3,630,000 6.28%
20 70 ¢} 0 1,940,925 2.69% 3,630,000 5.96%
Totals: 1,140,982 1,140,982
21 A 0 1] 1.998 642 2.71% 3,630,000 567%
22 72 Q 0 2056976 2 72% 3.630,000 5.40%
23 73 Q 0 2115020 272% 3,630,000 5.16%
24 74 4] 0 2,172,954 2.72% 3,630,000 4.94%
25 is o L] 2,230,853 2.72% 3,630,000 A474%
26 6 i) 0 2.288.679 271% 3,630,000 4.55%
27 77 a 0 2,346 468 2.711% 3,630,000 4.38%
28 78 1] 0 2.403.859 2.70% 3,630,000 422%
29 79 0 a 2,460,341 2.69% 3,630,000 4.0T%
30 80 0 Q 2515517 267% 3,630,000 3.93%
Totals: 1,140,982 1,140,982

THIS 1S AN ILLUSTRATION ONLY ANC IS NOT INTENDED TO PREDICT ACTUAL PERFORMANCE.
VALUES SET FORTH IN THE ILLUSTRATION ARE NOT GUARANTEED UNLESS LABELED AS SUCH.

This 1s your Basic fitustration and is vahd only it all lustration pages are inciuded.
Version: 3.25[0-24576-3584-8192] - SP 1 Page 4 of 7 B/20/2007 5:22:24 PM
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John Hancock Life Insurance Company (U.S.A))
A LIFE INSURANCE POLICY ILLUSTRATION

A Whole Life insurance Palicy Protection Whole Life Form: 07PROWL
Guaranteed Detailed Policy Values (cont'd) Presented By: Chris Lapple
IHustration Assumptions

Neil Komswiet Totat Initial Death Benefit $3,630,000
Male - Preferred NonSmoker Initial Premium: $1,140,681.60
Age: 50 State: Catifornia

Moadified Endowment Contract Under TAMRA Starting in Year 1

Guaranteed  Values

Totat Totai Cagh_ IRR Cash Yotal IRR
Policy EQY Annual Net Surrender Surrendsr Death Death
Year Age o Premivm QOutlay Valua Valua Benefit Benefit
N 81 [¢] 0 2,569,314 2.65% 3,630,000 3.80%
32 82 4] 0 26821259 263% 3,630,000 3.68%
33 83 4] Q 2671716 261% 3,630,000 357%
34 B4 0 4} 2,720,649 2.59% 3,630,000 3.46%
35 B5 0 [¢] 2,767.875 2.56% 3.630,000 336%
36 86 0 0 2,813.069 2 54% 3,630,000 327T%
37 87 0 0 2,855,939 2.51% 3,630,600 3.18%
I8 88 0 Q 2,896,159 2.48% 3,630,000 3.09%
39 89 Q 0 2,933,657 2 45% 3.630,000 3.01%
40 30 0 1] 2,968.360 2.42% 3.630,000 2.94%
Totals: 1,140 982 1,140,982
41 9 0 [} 3.000.231 2.39% 3.630,000 2 86%
42 92 0 0 3.030.360 2.35% 3,630,000 2.79%
43 93 0 0 3,058,820 2.32% 3,630,000 2.73%
44 94 0 ] 3085573 2.29% 3,630,000 2867%
45 35 ji] 0 3,110,474 2.25% 3,630,000 261%
45 96 0 0 3.133.235 222% 3.630,000 2.55%
47 97 ] [ 3,155,160 2.19% 3.630,000 2.49%
45 98 1] 0 3,176,032 2.16% 3,630,000 2.44%
49 93 0 0 3.185671 2.12% 3,630,000 2.3%%
50 100 1] 0 3.21318675 2.09% 3,630,000 2.34%
Totals. 1,140,932 1,140,982
51 103 o 0 3.229.248 2.068% 3.630,000 2.30%
52 102 0 a 3.244.530 203% 3,630,000 2.25%
53 103 0 0 3.259.450 2.00% 3,630,000 2.21%
54 104 0 0 3274079 1.97% 3,830,000 217%
55 105 o] ¢} 3,288,236 1.94% 3,630,000 2.13%
106 0 0 3,302,102 1.92% 3,630,000 2.09%
57 107 0 +] 3.315.606 189% 3,630,000 2.05%
108 0 ] 3,328,746 1.86% 3,630,000 2.02%
59 108 0 0 3,341 560 1.84% 3,630,000 1.98%
50 110 i} o] 3.353.975 1.81% 3,630,000 1.95%
Totals' 1,140,982 1,140,982

THIS IS AN ILLUSTRATION ONLY AND IS NOT INTENDED TO PREDICT ACTUAL PERFORMANCE.
VALUES SET FORTH IN THE ILLUSTRATION ARE NOT GUARANTEED UNLESS LABELED AS SUCH.

This 1s your Basic llustration and is valid only if all itlustration pages are included.
Version: 3.25(0-24576-3584-8192] - 5P 1 Page Sof 7 820/2007 5:22:24 PM
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John Hancock Life Insurance Company (U.S.A)
A LIFE INSURANCE POLICY ILLUSTRATION

A Whole Life Insurance Policy Protection Whole Life  Form: Q7TPROWL
Guaranteed Detailed Policy Values {cont'd) Presented By: Chris Lapple
{Hustration Assumptions

Neil Komiswiet Total Initial Death Benefit $3,630,000
Mate - Preferred NonSmoker Initial Premium: $1,140,981.60
Age: 50 State: California

Modified Endowment Contract Under TAMRA Starting In Year 1

Guaraniced Values

Total Total Cash IRR Cash Total IRR
Policy EQY Annual Net Surrander Surrender Death Death
Year _Age ___ Premium B Outlay __ Value Vaiue Beanafit Banefit
6t i1 0 0 3,366,626 179% 3.630,000 1.92%
62 112 0 ] 3,377,679 1.77% 3,630,000 1.88%
63 113 0 ¢ 3,388,968 1.74% 3,630,000 1.85%
64 114 o ¢ 3,399,894 1.72% 3,630,000 1.82%
65 115 0 0 3,410421 1.70% 3.630,600 1.80%
66 116 0 0 3.420.585 1.68% 3,630,000 1.77%
67 17 ] 0 3.430,350 1.66% 3,630,000 1.74%
68 118 a 0 3439752 1.64% 3,630,000 1.72%
69 119 o 0 3.448,790 1.62% 3,630,000 1.69%
70 120 0 0 3,457,176 1.60% 3,630,000 167%
Totals: 1,140,982 1,140,982
71 12% 0 ] 3,630,000 1.64% 3.630.000 1.64%
Totals: 1,140,982 1,140,982
Applicant's signature Representative's signature
By signing here, you acknowledge that: By signing here, the representative cerifies that:
= you have received a copy of this illustration + this illustration has been presented to the applicant
* you understand that the risk classification, premiums unaltered
and values shown in this illustration may change as a « no statements have been made that are inconsistent
result of the underwriting of your application with the iftustration
Applicant's signature Date(mm/dd/yyyy) Representative's signature Date{mm/dd/yyyy)}

for The John Hancock Life Insurance Company {(UJ.S.A)

THIS IS AN HLLUSTRATION ONLY AND IS NOT INTENDED TO PREDICT ACTUAL PERFORMANCE.
VALUES SET FORTH IN THE ILLUSTRATION ARE NOT GUARANTEED UNLESS LABELED AS SUCH.

This is your Basic lllustration and is valid only if all illustration pages are included.
Version: 3.25[0-24576-3584-8192} - SP 1 Page6of7 BI20G/2007 5:22:24 PM
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v_dvr_.on o.a“

August 15, 2007

Propared For: Nei} Kornswiat
Prepared By: Adrianne Emmons Effective Date; Saeplembar 01, 2007
Coverage: Family {Subscriber Age 50, Spouse Age 39) o
R . Bius Shield Astna Aetna Blue Shield
PPO PPO PPO PFO
Spectrum $750 MC 1500 MC 500 Spectrum $500
Deductible
In Networid $750 $1,500 $500 $500
Oul Network $750 $3.000 $1,000 3500
Family Daductible
In Networl $1,500 $3.000 $1,000 51,000
Out Networl $1.500 $6.000 $2,000 51,000
Copay
In Networl] §35 $30/340 Spec. $30/$40 Spec. $30
Oul Netwarkd 50% 50% 50% 50%
Subscriber Max Qut of
Pocket
in Naetword  $4,000(Excluding Ded} §5.000 $5.000 53 500(Exchucding Ded)
Qut Netwarl 38 000{Excluding Ded) $12.000 $10,000 £7 000(Excluding Ded)
Famlly Max QOut of
Pocket
In Netwarkd  $8,000{Excluding Ded) $12.000 $10.000 $7.000(Exciuding Dedl)
Dut Netwarld  §15,000(Exciuding Ded) $24 000 $20,000 $ 14 0QCExeluding Ded)
Hospital Copay
In Networld 0% 30% 20% 25%
Qul Natwork 0% 50% 50% 50%
Rx Generic
In Network 310 515 315 %10
Oul Netword N/A 315 + 50% $15 + 80% Sea Schedule
Rx Brand
In Networld $250+535 $280 + $30 $250 + $30 $250+835
DUt Nabwork] N7A $250 + §30 + 50% $250 + $30 + 50% See Scheduie
zo:.mgac_ﬁ
In Networld ~ $50 or 50% {Max $150) $250 + $50 £250 + $50 $£50 or 50%(Max $150)
Qut Natwork N/A $250 + $50 + 50% £250 + 350 + 50% Sea Schedule
LIfetime Max
In Networ $6,000,000 $5,000.000 £5,000,000 $6,000.000
Qut Nebwor $6,000,000 $5.000,000 $5.000,000 %8,000,000
Subscriber $316.00 $413.00 $553.00 $472.00
Oobmn:ac::.u $640.00 3611.00 $850.00 IAR0-00.
Tota $838.00 $1.024.00 $1,403.00 /S §1.432.00

The abova raies and benefits are for gensrel Intarmalion and discussion purposes only and not valid unless approved by the carrier, Flnsi rates are determinad by the carrlar's ungderariting guldelinas and final enrotiment. The

—

Insurance policy, not genare: rales and dascriptions in this webstte or printed outpuyt, wiil form the contract botwaen the inaurad and the carrier

Adrianne Emmons - Wood - Gutmann

Page Y of §

License:
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PREMIUMS DEDUCTIBLE & COPAYMENTS @ QRTHO COPAY
TOTAL SINGLE PORCELAIN wWAIT
CARRIER PREM RASIC OFFICE . SINGLE ROQOT YHTH FOR

PLAN NAME RANK PREM DED VISIY  CLEANING X-RAYS  AMALGAM  CANAL METALCROWNT MAJOR | CHILD  AOURLT
SLUE CROSS DENTAL
SAVER SELECT a $31 NoneE | 5 s NOKE NONE $54 $341 $a32 HoNE | 62070 § 304s
SELECTY HMT ? $45 NowE | 8 S NONE NONE NONE £341 7% -] NONE | $ 2870 $IMS5
DENTAL PFO 12 @ £ 50 MOME NONE NONE 5389 sise® 5264 12 M0 NA HA
DELTA DENTAL WIND
DELTA PPO 1 (111 $50 0% Ko [ s%d ox® a%e 12 MDP ox® § NA
DELTA PREMIER 13 $180 $50 L 3 w%?® wone san e [T ok 12 MO? a%® § NA
FOELITY SEC.
THE ONE DENTAL 0 $t0s % 50 £ 10 LO0% 0% wR 0% 5% 9N NA Na
GOLOEN WEST
SMILECHOICE 1 i $13 NONE | NONE $20 NONE 1 5215 $380 sMO [s1785  $1,7850
SMILECHOICE 2 4 $34 MONE | NONE NGNE NONE 58 5 80 $170 s§MD | 31795 §L7950
ATRONWADE DENTAL
HMO DENTAL ] $87 s 0 50 %0 0 50 [ 35 5198 NONE [31600 §1.800
SCHED REMBURS L] 31 $50F | s4® 1 90® $62® sd® e 32209 17 M0 NA NA
PACIFICARE DENTAL
PLAN 160 5 £35 HONE NONE NONE HNONE $15 $100 $18% NOMNE |$1835  § 1898
SMILESAVER DENTAL
Sht BOO SOUTH 2 (37 NONE | NONE [33] $38 $230 $400 NOME | § 2100 & 1400
S 400 SOUTH [ $16 NONE | NONE NONE $10 $1ro $139 SMC [32000 %7150

0 See Plan Brochuse tor full disciogure of all sophcabls copaymaent shoume
@ Thia is the acvaiart that $he plan pays. The Martibed it ceeporsibis bor the posion of the Dentlits fee that is avae his smount.
@ BEMEFTS DUOTED ARE ST YEAR ONUY SEE PLAN BROCHURE FOR 2D AND 3RD YEAR BENEFT INFORMATION AND ONUNE EN ROLLMENT REQUIREMENTS.

@ Scrme Golden West orhodondc offices limit thelh praciice to chlldren. Flngse rafer w your Golkden West

B $150 Family Deductibie

$ Mambe: paye &l cosis in axmaze of smound shpwn.

% D

y fod Mot

[ Cuete 976404

August 9, 2007 |

Deantal Section - 7




Case 2:12-bk-15811-RK Doc 2627-3 Filed 09/04/12 Entered 09/04/12 17:23:11
Desc Exhibit C Page 1 of 32

EXHIBIT C



Case 2:12-bk-15811-RK Doc 2627-3 Filed 09/04/12 Entered 09/04/12 17:23:11
Desc Exhibit C Page 2 of 32 #116

0710772070831000000000003




Case 2:12-bk-15811-RK Doc 2627-3 Filed 09/04/12 Entered 09/04/12 17:23:11
Desc Exhibit C Page 3 of 32



Case 2:12-bk-15811-RK Doc 2627-3 Filed 09/04/12 Entered 09/04/12 17:23:11
Desc Exhibit C Page 4 of 32

Severance payment (Agreement, [ 8(d)(ii)) $6,088,528.59°

Continuation of medical and dental insurance for $56,304.00°
36 months after termination of Agreement
(Agreement, ¥ 8(dXiii))

Attorneys' fees (Agreement, § 15(d)) $10,000.00 (est.)

TOTAL CLAIM $11,411,935.75

In addition, Claimant may have claims against the Debtor for indemnification
based upon the Agreement, the Debtor's by-laws, California Labor Code § 2802, or
other applicable law. Those claims are presently contingent and unliquidated.

Claimant reserves the right to amend or supplement this proof of claim at any
time and in any respect for any reason, including asserting that some or all of the

claims are entitled to administrative expense status.

® Because Claimant terminated the Agreement for Good Reason, Claimant is entitled to
the following amounts as severance: “an aggregate amount equal to three (3) times the
Executive's annualized rate of Base Salary and one (1) times the average Incentive
Bonus paid to Executive for the three calendar years preceding the Date of
Termination, such aggregate amount to be paid in a series of substantially equal
installments (not less frequently that monthly) over a period of three (3) years following
the Date of Termination.” Claimant's Base Salary was $605,000, which multiplied by 3
equals $1,815,000. The Incentive Bonuses paid to Claimant in the previous three
calendar years were $13,132,897.96, $2,387,687.80, and 0, which divided by 3 equals
$6,173,528.59. Therefore, the severance claim is $1,815,000 plus $5,173,528.59 for a
total of $6,988,528.59.

® Claimant is informed that the Debtor does not intend to pay the costs for the
continuance of medical and dentat insurance required by Paragraph 8(d)(iii) and,
therefore, Claimant does not have medical and dental insurance provided by the
Debtor. Claimant asserts a claim of $56,304.00, which is the estimated cost to
Claimant of acquiring equivalent insurance. Attached as Exhibit F is a quote showing
the costs of equivalent insurance.
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GARY E. KLAUSNER (STATE BAR NO. 69077) and
H. ALEXANDER FISCH (STATE BAR NO. 223211)
STUTMAN, TREISTER & GLATT
PROFESSIONAL CORPORATION

1901 Avenue of the Stars, 12th Floor

Los Angeles, CA 90067

Telephone: (310) 228-5600

Telecopy: (310) 228-5788

Email: gklausner@stutman.com

Email: afisch@stutman.com

Attorneys for Neil Kornswiet

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA
SANTA ANA DIVISION

Inre Case No. 8:07-10765-RK

PEOPLE'S CHOICE HOME LOAN,
INC,, etal

Chapter 11

(Jointly Administered with
Case Nos. 8:07-10767-RK and
8:07-10772-RK)

Debtor.,

Fed. Tax I.D. No.: 94-3348277
MOTION FOR ALLOWANCE OF

NEIL B. KORNSWIET

[Hearing to be set, if necessary]

N N N N N N N N N N N N N N N N N N’

#20003

ADMINISTRATIVE EXPENSE CLAIM OF

0710765080911000000000008
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Pursuant to the "Notice of (I) Entry of Order Confirming Committee's First Amended
Liquidating Plan under Chapter 11 of the Bankruptcy Code Dated May 28, 2008; (II) Occurrence of
Effective Date; and (III) Related Deadlines for the Filing of Rejection Claims, Administrative
Claims, and Professional Fee Claims" filed August 13, 2008, Neil Kornswiet ("Kornswiet") hereby
moves for allowance of his administrative expense claim seeking reimbursement of Kornswiet's
advance (the "Advance") to the above-captioned Debtors (the "Debtors") of the cost of the premium
to obtain "tail" coverage for the Debtors' directors' and officers' liability insurance policies (the
"D&O Policies"). Kornswiet requests reimbursement of the Advance as an administrative expense
claim in the amount of $2,106,110.70 pursuant to 11 U.S.C. § 503(b)(1)(A) & (3)(D), and
respectfully represents as follows:

Pursuant to the motion entitled "Emergency Motion of Neil B. Kornswiet (1) for An
Order Authorizing the Debtors to Extend the Debtors' Directors' And Officers' Liability Insurance
Policy, or, in the Alternative, (2) Authorizing Neil B. Kornswiet and other Officers and Directors to
Extent the Liability Policy Using their Own Funds," dated October 4, 2007 (the "Motion") (Docket
No. 1078), which is incorporated herein by this reference, and the order thereon entered November
9, 2007 (the "Order") (Docket No. 723), which is attached here as Exhibit "A," Kornswiet made the
Advance, on behalf of the Debtors' chapter 11 estates, to purchase "tail" coverage to extend the
reporting period for claims made under the D&O Policies.

"Under Ninth Circuit law, bankruptcy courts have broad discretion in determining
whether to award administrative expense priority." In re Lazar, 207 B.R. 668, 674 (Bankr. C.D. Cal.
1997). As set forth above, Kornswiet's claim (1) arises from a transaction with the debtor in
possession and (2) directly and substantially benefited the estate. See Microsoft Corp. v. DAK Indus.
(In re DAK Indus.), 66 F.3d 1091, 1094 (9th Cir. Cal. 1995).

Kornswiet is entitled to be reimbursed for the Advance under 11 U.S.C.

§ 503(b)(1)(A) & (3)(D) because the postpetition Advance directly benefited the estates and their
creditors, and, as set forth in the Motion, this benefit was only obtained through Kornswiet's
extraordinary efforts. By extending the reporting period under the D&O Policies, the tail provided

access to D&O insurance for the insureds with respect to claims asserted after what would have
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otherwise been a deadline for asserting covered claims. Had such claims been asserted after the
deadline, and had they not been subject to insurance coverage, then the Debtors' estates would have
been subjected to substantially greater claims by officers and directors for indemnification. By
extending the reporting period, Kornswiet's Advance reduced the potential indemnity claims against
the estates and thereby saved the estates payment on claims that would have otherwise been covered
by insurance. In addition, to the extent that any party acting on behalf of the Debtors' estates could
assert claims during the tail period which had not been asserted previously, the acquisition of tail
coverage provided the estates with potential insurance coverage for claims which might not have
otherwise been covered.

The services of the Debtors' directors continued following the commencement of the
Debtors' chapter 11 cases; accordingly, claims against directors and officers could possibly include
claims relating to postpetition conduct, which in turn could result in administrative priority claims
for indemnification. To the extent that the Advance protected the estates from indemnification
claims arising out of the postpetition conduct of officers and directors, the Advance is entitled to
administrative priority. See, e.g., Gill v. Tishman Constr. Corp. (In re Santa Monica Beach Hotel,
Ltd.), 209 B.R. 722 (B.A.P. 9th Cir. 1997) (holding that because contractor had been asked by debtor
in possession to continue services, contractor held administrative claim for value of services
including the benefit of an indemnity provision).

The fact that Kornswiet and other directors and officers may also benefit from the
Advance is of no consequence. See, e.g., In re Women First Healthcare, Inc., 332 B.R. 115, 122
(Bankr. D. Del. 2005) ("The relevant inquiry is not the motivation of the actor, but whether the estate
benefited by the actions taken."). What is important is that Kornswiet made the Advance
postpetition to confer a tangible benefit to the estates.

PLEASE TAKE NOTICE that, pursuant to Local Bankruptcy Rule 9013-1(a)(7),
any response to this motion must be in writing, must be accompanied by a memorandum of points
and authorities and supporting evidence, must otherwise comply with Local Bankruptcy Rule 9013.

Pursuant to Local Bankruptcy Rule 9013-1(a)(11), failure to timely file and serve an appropriate
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1 || response to this motion may be deemed by the Court to be consent to the granting of the relief
2 || requested herein.
3 WHEREFORE, Kornswiet respectfully submits an administrative claim in the

4 || amount of $2,106,110.70 on account of the Advance.

6 || Dated: September 11, 2008
7

By: _/s/ H. Alexander Fisch

8 Gary E. Klausner and

H. Alexander Fisch, Members of

9 Stutman, Treister & Glatt Professional Corporation
Attorneys for Neil M. Kornswiet

10
11
12
13
14
15
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17
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R NS | 2

Howard J. Weg (State Bar No. 91057)
David B. Shemano (State Bar No. 176020)
PEITZMAN, WEG & KEMPINSKY LLP
10100 Santa Monica Blvd., Suite 1450
Los Angeles, CA 90067

Telephone: (310) 552-3100

Telecopier: (310) 552-3101

Attorneys for Neil B. Kornswiet

HOICE HOME LOAN, INC., et al.,

Debtors.

UNITED STATES BANKRUPTCY COURT
— CENTRAL DISTRICT OF CALIFORNIA
SANTA ANA DIVISION

The Emergency Motion Of Neil B. Kornswiet (1) For An Order Authorizing The Debtors
To Extend The Debtors’ Directors” And Officers” Liability Insurance Policy, Or, In The
Alternative, (2) Authorizing Neil B. Kornswiet And Other Officers And Directors To Extend The

Liability Policy Using Their Own Funds (the “Motion”), filed by Neil B. Kornswiet

i o aeven e
FiLeD
LT Fo
¥l sea bl i
E
]
. NOV - 72002
i
, LB
N R
S DISTRT OF Gt .+ ol
BY Deputy ek | ¥
TLERK, U5, BANKRIIPTY COURT
CENTRA: DISTRICT OF CALIFORNIA
BY iepuly Clerk

Case No.: SA 07-10765-RK
(Jointly administered with Case Nos. SA 07-
10767-RK and SA 07-10772-RK)

Chapter 11

ORDER RE: EMERGENCY MOTION OF
NEIL B. KORNSWIET (1) FOR AN ORDER
AUTHORIZING THE DEBTORS TO
EXTEND THE DEBTORS’ DIRECTORS’
AND OFFICERS’ LIABILITY INSURANCE
POLICY, OR, IN THE ALTERNATIVE, (2)
AUTHORIZING NEIL B. KORNSWIET AND
OTHER OFFICERS AND DIRECTORS TO
EXTEND THE LIABILITY POLICY USING
THEIR OWN FUNDS

Date: October 5, 2007

Time: 2:00 p.m.

Place: Courtroom 5D
Ronald Reagan Federal Building
411 West Fourth Street
Santa Ana, CA 92701-4593
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(“Kornswiet™). came on for hearing before the Honorable Robert Kwan, United States
Bankruptcy Judge. on October 5, 2007, at 2:00 p.m. (the “Hearing”). Appearances were made as
reflected in the Bankruptcy Court’s record.

Pursuant to the Motion, Kornswiet moved on emergency basis for an Order (1)
authorizing the above-captioned debtors’ (the “*Debtors™) to extend the Debtors’ directors’ and
officers’ liability insurance policies (the “Policy™). or, in the alternative, (2) authorizing
Kornswiet and other officers and directors to extend the Policy using their own funds. At the
Hearing, the Official Committee of Unsecured Creditors (the “Committee”) opposed the Motion.

After consideration of the Motion and accompanying supporting papers, the arguments of

| counsel and the statements made on the record, the files and records in these chapter 11 cases,

and sufficient cause appearing. the Bankruptcy Court finds that this is a core proceeding, that

notice of the Hearing was appropriate in the circumstances, and that the terms and conditions for

| the purchase of an extension of the Policy as set forth herein are fair and reasonable, and it is

hereby

ORDERED THAT:

A. The Debtors are authorized, using funds to be supplied by Kornswiet and other
officers and directors, to purchase an extension of the Policy (i.e. runoff or tail coverage) on the
terms and conditions set forth herein (the “Extension™). The decision of whether or not to purchase
the Extension shall be made by Kornswiet in his sole and absolute discretion. Further, Kornswiet
shall have the right in his sole and absolute discretion to negotiate the premium, dollar amount and
ttme period of the Extension. The terms and conditions of the Extension shall not be modified or
cancelled without the prior written consent of Kornswiet and the Committee, provided that if

Kornswiet or the Committee requests that the other party consent to a modification and the other

. party refuses, the requesting party may request relief from the Court if the refusing party is refusing

“unreasonably to consent to the modification.

B. The following claims made shall be subordinated in priority and right to the payment

of other claims made under the Policy: any new claim made on and after October 3, 2007, that gives
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a right to payment under the Policy that would not have a right to payment under the Policy in the
absence of the Extension. This subordination under the provisions of the Policy shall not include
payments of insurance proceeds made on account of defense costs or claims made by the Committee,
any liquidating trustee appointed under a chapter 11 plan of liquidation, or any assignee of claims
made by the Committee or liquidating trustee regardless of when such claims are made. The
extension obtained shall comply with this order.

C. If Kornswiet determines in his sole and absolute discretion that the Debtors shall
purchase the Extension, Kornswiet shall advance to the Debtors the cost of the premium for the
Policy (the “Advance”). and the Debtors, using funds supplied by Kornswiet and other officers and
directors, shall then pay the premium of the Policy.

D. Nothing herein shall prejudice or otherwise affect the right of Kornswiet, if any, to
seek reimbursement of the Advance as an administrative expense claim pursuant to section
503(b)(3){D) of the Bankruptcy Code or other applicable law, or as a general unsecured claim, and

nothing herein shall prejudice or otherwise affect any right of the Committee or any other party to

oppose any such claim asserted by Komswiet. (m
NOV 7 2007

Dated:

United States Bankruptcy Judge

;. SUBMITTED BY:

PEITZMAN. WEG & KEMPINSKY LLP

Byzwg : ,?Z“J/AW

David B. Shemano

| Attorneys for Neil B. Kornswiet
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APPROVED AS TO FORM:
WINSTON & STRAWN LLP

Eric Sagerman
Attorneys for the Official Committee of Unsecured Creditors

By: g/u—e_a ,géaeakvw

PACHULSKI STANG ZIEHL & JONES LLP

By:

Jeremy Richards
Attorneys for the Debtors
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APPROVED AS TO FORM:

WINSTON & STRAWN LLP

I

Ll

By: \
Eric Sagerma
Attorneys for the Qffidjal Committee of Unsecured Creditors

A" ]

PACHULSKI STANG\ RIEHL & JONES LLP

b

Jeémy Richards
Attorneys for the Debtors
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PROOF OF SERVICE
STATE OF CALIFORNIA )
)
COUNTY OF LOS ANGELES )

Fam employed in the County of Los Angeles, State of California. I am over the age of 18 and not a
i party to the within action; my business address is 10100 Santa Monica Boulevard, Suite 1450, Los Angeles,
Cahfornia 90067.

; On October 30. 2007, I served the foregoing message described as ORDER RE: EMERGENCY
|| MOTION OF NEIL B. KORNSWIET (1) FOR AN ORDER AUTHORIZING THE DEBTORS TO
EXTEND THE DEBTORS’ DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE POLICY,
OR, IN THE ALTERNATIVE, (2) AUTHORIZING NEIL B. KORNSWIET AND OTHER
OFFICERS AND DIRECTORS TO EXTEND THE LIABILITY POLICY USING THEIR OWN

FUNDS, on the parties listed on the attached service list.

[X] BY MAIL. By placing a true copy thereof in a sealed envelope and addressed to the parties with
- postage thereon fully prepaid at Los Angeles, California and delivering it to the U.S. Postal Service at 10100
“Santa Monica Boulevard, Los Angeles, California 90067.

| 1 BY OVERNIGHT COURIER. I caused an overnight courier service to deliver such envelopes to the
addresses of the parties indicated on the attached service list on the next business day.

[ | BY PERSONAL SERVICE. I delivered such envelope by hand to the following:

H { 1 BY PERSONAL TELEPHONE CALL. 1 delivered notice of the emergency hearing to the parties
i listed on the attached service list.

[ 1 BY ELECTRONIC MAIL. [ caused said document to be sent via electronic mail to the officers of the
| addressees as indicated on the attached service list. Executed on October 3, 2007, at Los Angeles, California,

Executed on October 30, 2007, at L.os Angeles, California.

I declare under penalty of perjury that the foregoing is true and correct.

Lisa Kwon
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U.S. Trustee's Office

Nancy S. Goldenberg. Esq.
Office of the U. S. Trustee

411 W, fourth Street, Ste. 9041
Santa Ana, CA 92701

Neil Kornswiet
108 Emerald Bay
Laguna Beach, CA 92651
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People’s Choice Home Loan, Inc.
Case No.: SA 07-10765-RK
(Jointly administered with Case
Nos. SA (7-16767-RK and 07-
10772-RK)

Eric E. Sagerman
Justin E. Rawlins
Winston & Strawn LLP
Telephone: 213-615-17

D.M. (“Chip”) Rawlings

Quinn Emanuel Urquhart Oliver &
Hedges, LLP

865 South Figueroa St, 10th FL.
Los Angeles. CA 90017

Jeremy V. Richards

Pachulski, Stang Ziehl & Jones LLP
10100 Santa Monica Blvd., 1 1th
Floor

Los Angeles, CA 90067

Randy Hess

Adleson, Hess & Kelly, APC
577 Salmar Avenue, Second FL
Campbell, CA 95008
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NOTE TO USERS OF THIS FORM:
Physically attach this form as the last page of the proposed Qrder or Judgment.
Do not file this form as a separate document.

In re People’s Choice Home Loan, Inc., et al, cHAPTER 11

Debtor. | CASE NUMBER 07-10765

NOTICE OF ENTRY OF JUDGMENT OR ORDER
AND CERTIFICATE OF MAILING

TO ALL PARTIES IN INTEREST ON THE ATTACHED SERVICE LIST:

1. You are hereby notified, pursuant to Local Bankruptcy Rule 9021-1(a)(1)(E), that a judgment or order entitled

{(specify). ORDER RE: EMERGENCY MOTION OF NEIL B. KORNSWIET (1) FOR AN ORDER AUTHORIZING THE
DEBTORS TO EXTEND THE DEBTORS' DIRECTORS' AND OFFICERS' LIABILITY INSURANCE
POLICY, OR, IN THE ALTERNATIVE, (2) AUTHORIZING NEIL B. KORNSWIET AND OTHER OFFICERS
AND DIRECTORS TO EXTEND THE LIABILITY POLICY USING THEIR OWN FUNDS

was entered on (specify date): NOV - 9 m

2. I hereby certify that | mailed a copy of this notice and a true copy of the order or judgment to the persons and
entities on the attached service list on (specify date):

NOV -9 2007,

Dated: N OV - 9 m JON D. CERETTO

Cierk of the Bankruptcy Court

o A ) et

Deputy Clerk

Rev 101 This form is optional. It has been approved for use by the United States Bankruptcy Court for the Central District of California. F 9021 '1 -1
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U.S, Trustee’s Office

Nancy S. Goldenberg, Esq.
Office of the U. S. Trustee

411 W, fourth Street, Ste. 9041
Santa Ana, CA 92701

Neil Kornswiet
108 Emerald Bay
Laguna Beach. CA 92631

David Shemano

Peitzman. Weg & Kempinskyv LLP
10100 Santa Monica Bivd.. Ste. 1450
Los Angeles, CA 90067
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People’s Choice Home Loan, Inc.
Case No.: SA 07-10765-RK
(Jointly administered with Case
Nos. SA 07-10767-RK and 07-

10772-RK)
Eric E. Sagerman Jeremy V. Richards
Justin E. Rawlins Pachulski, Stang Ziehl & Jones LLP
Winston & Strawn LLP 10100 Santa Monica Blvd., 11th Floor
Telephone: 213-615-17 Los Angeles, CA 90067
D.M. (“Chip™) Rawlings
Quinn Emanuel Urquhart Oliver & Randy Hess
Hedges, LLP Adleson, Hess & Kelly, APC
865 South Figueroa St. 10th Fi. 577 Salmar Avenue, Second FL
Los Angeles, CA 90017 Campbell, CA 95008
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DECLARATION OF SERVICE

I am over the age of 18 years and not a party to the within action. I am a member of
the bar of this court and my business address is Stutman, Treister, & Glatt Professional Corporation,

1901 Avenue of the Stars, 12th Floor, Los Angeles, CA 90067.

On September 10, 2008, I caused the following pleadings (the "Pleading") to be
served:

ADMINISTRATIVE EXPENSE CLAIM OF NEIL B. KORNSWIET

as follows:

1. Via the CM/ECEF system, as reflected in the Notice of Electronic Filing generated by
the CM/ECF system upon the filing of the Pleading.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on September 11, 2008 at Los Angeles, California.

/s/ H. Alexander Fisch
H. Alexander Fisch, Declarant
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PROOF OF SERVICE OF DOCUMENT

| am over the age of 18 and not a party to this bankruptcy case or adversary proceeding. My business address is:

A true and correct copy of the foregoing document entitled: CREDITOR NEIL KORNSWIET'SWITHDRAWAL OF
PCHLI PROOF OF CLAIM NOS. 437, 20003, PCFI PROOF OF CLAIM NO. 109, AND PCFC PROOF OF CLAIM NO. 116
will be served or was served (a) on the judge in chambers in the form and manner required by LBR 5005-2(d); and (b) in
the manner stated below:

1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF): Pursuant to controlling General
Orders and LBR, the foregoing document will be served by the court via NEF and hyperlink to the document. On
September 4, 2012, | checked the CM/ECF docket for this bankruptcy case or adversary proceeding and determined that
the following persons are on the Electronic Mail Notice List to receive NEF transmission at the email addresses stated
below:

X] Service information continued on attached page

2. SERVED BY UNITED STATES MAIL:

On September 4, 2012, | served the following persons and/or entities at the last known addresses in this bankruptcy case
or adversary proceeding by placing a true and correct copy thereof in a sealed envelope in the United States mail, first
class, postage prepaid, and addressed as follows. Listing the judge here constitutes a declaration that mailing to the judge
will be completed no later than 24 hours after the document is filed.

X] Service information continued on attached page

3. SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR EMAIL (state method
for each person or entity served): Pursuant to F.R.Civ.P. 5 and/or controlling LBR, on (date) September 5, 2012, | served
the following persons and/or entities by personal delivery, overnight mail service, or (for those who consented in writing to
such service method), by facsimile transmission and/or email as follows. Listing the judge here constitutes a declaration
that personal delivery on, or overnight mail to, the judge will be completed no later than 24 hours after the document is
filed.

VIA PERSONAL DELIVERY
Hon. Robert Kwan

United States Bankruptcy Court
411 West Fourth Street, Suite 5165
Santa Ana, CA 92701

[] Service information continued on attached page
| declare under penalty of perjury under the laws of the United States that the foregoing is true and correct.

September 4, 2012  Terry Ellis /sl Terry Ellis
Date Printed Name Signature

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2012 F 9013-3.1.PROOF.SERVICE
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|. SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (“NEF"):

Jose D Alarcon  jalarcon@bettzedek.org

Daniel L Alexander  daniel @colemanfrost.com

Todd M Arnold  tma@Inbyb.com

Alvin M Ashley mashley@irell.com

Daniel | Barness  daniel @spiromoss.com

Henkie F Barron  hfbarron@gmail.com

Richard JBauer  rbauer@mileslegal.com

Ron Bender rb@Inbyb.com

Andrew W Caine  acaine@pszyjw.com

Rebecca J Callahan  rcallahan@callahanlaw.biz
Theodore A Cohen  tcohen@sheppardmullin.com, amontoya@sheppardmullin.com
Deborah Conley  bkmail @prommis.com

Vincent M Coscino  vcoscino@allenmatkins.com, jaallen@allenmatkins.com
Paul J Couchot  pcouchot@winthropcouchot.com,

pj @winthropcouchot.com;chi pp@winthropcouchot.com
Theron SCovey tcovey@coveylawpc.com

Kevin A Crisp  kcrisp@irell.com

Peter A Davidson  pdavidson@mdfslaw.com, |pekrul @ecjlaw.com
Joseph C Delmotte  ecfcach@piteduncan.com

WillisB Douglass  Willis.B.Douglass@irscounsel .treas.gov
Jeffrey W Dulberg  jdulberg@pszjlaw.com

TheresaH Dykoschak  tdykoschak@faegre.com
LouisJEsbin  Eshinlaw@sbcglobal .net

CharlesJFilardi  abothwell @filardi-law.com

H Alexander Fisch  afisch@stutman.com

Parisa Fishback  pfishback@fishbacklawgroup.com
Steven B Flancher  flanchers@michigan.gov

JRudy Freeman rfreeman@linerlaw.com

Anthony A Friedman aaf@Inbyb.com

Jerome Bennett Friedman  jfriedman@jbflawfirm.com,

bbal oni ck @j bfl awfirm.com;jmartinez@j bflawfirm.com
Jose A Garcia  ecfcach@piteduncan.com

o Jeffrey K Garfinkle  bkgroup@buchalter.com,
jgarfinkle@buchalter.com;docket@buchal ter.com;svanderburgh@buchal ter.com
Oscar Garza ogarza@gibsondunn.com

Barry SGlaser  bglaser@swjlaw.com

Nancy S Goldenberg  nancy.goldenberg@usdoj.gov
Stanley E Goldich  sgoldich@pszyjw.com

Stanley E Goldich  sgoldich@pszjlaw.com

Richard H Golubow  rgolubow@winthropcouchot.com,

pj @winthropcouchot.com;vcorbin@winthropcouchot.com
Ronald F Greenspan  ron.greenspan@fticonsulting.com
Kevin Hahn  kevin@mclaw.org

Farhad Hajimirzaee fhaimirzaee@winston.com

Matthew W Hamilton  mhamilton@fulcruminv.com

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2012 F 9013-3.1.PROOF.SERVICE
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e D EdwardHays ehays@marshackhays.com, ecfmarshackhays@gmail.com
e Daniel L Hembree ecfcachsfv@piteduncan.com
e Garrick A Hollander  ghollander@winthropcouchot.com,
pj @winthropcouchot.com;vcorbin@winthropcouchot.com;chipp@winthropcouchot.com
e Thomas JHolthus bknotice@mccarthyholthus.com
e Gil Hopenstand ghopenstand@wwolawyers.com
e Davidl Horowitz  david.horowitz@kirkland.com,
keith.catuara@kirkland.com;terry.ellis@kirkland.com;jay.bhimani @kirkland.com
Eric D. Houser  scleere@houser-law.com
James KT Hunter  jhunter@pszjlaw.com
Jay W Hurst  jay.hurst@texasattorneygeneral .gov, sherri.simpson@texasattorneygeneral .gov
Lance N Jurich  ljurich@loeb.com, kpresson@loeb.com
Ivan L Kallick ikallick@manatt.com, ihernandez@manatt.com
David Kaplan  dkaplan@irell.com
Grant CKeary gck@dlklaw.com
John W Kim  jkKim@nossaman.com
Benjamin JKimberley  bkimberley@winston.com,
kmorris@winston.com; hhammon@winston.com;docketsf @winston.com
JessicaKronstadt  jessicakronstadt@lw.com
DonnalL LaPorte donna@laportelaw.net
DavidB Ladly davidlalylaw@gmail.com
lan Landsberg  ilandsberg@landsberg-law.com, bgomel sky @Il andsberg-1aw.com;ssaad @Il andsberg-
law.com
Scott Lee  dlee@lbbslaw.com
e LeibM Lerner leib.lerner@alston.com
e Peter W Lianides plianides@winthropcouchot.com,
pj @winthropcouchot.com;vcorbin@winthropcouchot.com
GannaLiberchuk  gliberchuk@haincapital.com
Kerri A Lyman  klyman@irell.com
William Malcolm  bill@mclaw.org
Gregory A Martin  gmartin@winston.com
Laura E Mascheroni  Imascheroni @corbsteel.com
David E McAllister  ecfcach@piteduncan.com
Christopher M McDermott  ecfcacbh@piteduncan.com
Scotta E McFarland  smcfarland@pszjlaw.com, smcfarland@pszjlaw.com
David JMccarty  dmccarty @sheppardmullin.com, pibsen@sheppardmullin.com
David W. Meadows david@davidwmeadowslaw.com
Robert K Minkoff  rminkoff @jefferies.com
Catherine A Moscarello - SUSPENDED -  catherine@moscarellolaw.com
TaniaM Moyron tmoyron@peitzmanweg.com
Randall P Mroczynski  randym@cookseylaw.com
Sean A Okeefe  sokeefe@okeefelc.com
John D Ott  Jott@jdolawyers.com
Daryl G Parker  dparker@pszjlaw.com
Renee M Parker  bknotice@earthlink.net, bknotice@rcol egal.com;bknotice@earthlink.net
Javonne M Phillips  bknotice@mccarthyholthus.com
Dean G RallisJr  drallis@sulmeyerlaw.com

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2012 F 9013-3.1.PROOF.SERVICE
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Kurt Ramlo  kurt.ramlo@dlapiper.com, evelyn.rodriguez@dlapiper.com
Justin E Rawlins  jrawlins@winston.com, docketla@winston.com
Richard JReynolds glatimer@trlawyers.com

Jeremy V Richards jrichards@pszjlaw.com, bdassa@pszjlaw.com;imorris@pszjlaw.com
Karen Rinehart  krinehart@omm.com

Ronald D. Roup  ecf@rouplaw.com

Eric E Sagerman  esagerman@winston.com, docketla@winston.com
Nicholas W Sarris  nsarris@kbrlaw.com

Robert M Saunders  rsaunders@pszjlaw.com, rsaunders@pszjlaw.com
Kristin A Schuler-Hintz  bknotice@mccarthyholthus.com

Nathan A Schultz  nschultzesg@gmail.com

David B Shemano  dshemano@peitzmanweg.com

Timothy J Silverman  tim@sgsslaw.com

Michael R Stewart mstewart@faegre.com

Sean Sullivan  seansullivan@dwt.com

Julia Szafraniec  bknotice@mccarthyholthus.com

Derrick Talerico  dtalerico@loeb.com, kpresson@loeb.com
PatriciaB Tomasco  ptomasco@mailbmc.com

Robert Trodella  robert.trodella@hellerehrman.com

Robert Trodella  rtrodella@jonesday.com

United States Trustee (SA)  ustpregionl6.sa.ecf @usdoj.gov

Darlene C Vigil  cdcaecf @bdfgroup.com

Andrew F Whatnall  awhatnall @dacad4.com

John M White - SUSPENDED -  scleere@houser-law.com

David L Wilson  dlwilson@winston.com

Marc JWinthrop ~ mwinthrop@winthropcouchot.com,

pj @winthropcouchot.com;vcorbin@winthropcouchot.com

David M Wiseblood dwiseblood@seyfarth.com

Jennifer CWong  bknotice@mccarthyholthus.com

Rolf SWoolner  rwool ner@winston.com

Donald A Workman  dworkman@bakerlaw.com

S Christopher Yoo cyoo@adornoca.com

LesA Zieve bankruptcy@zievelaw.com

[l. SERVED BY U.S. MAIL:

Liguidating Trustee
Ronald Greenspan

Tamara McGrath

FTI Consulting, Inc.

633 West 5th Street, Suite 1600
Los Angeles, CA 90071-2027

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2012 F 9013-3.1.PROOF.SERVICE
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U.S. Trustee's Office

Nancy S. Goldenberg, Esg.
Office of the U.S. Trustee

411 W. Fourth Street, Ste. 9041
Santa Ana, CA 92701-4593

Attorneysfor Kathleen Lipps
Russell F. Sauer, Jr., Esg.
AnitaP. Wu, Esq.

Latham & Watkins LLP

355 S. Grand Avenue

Los Angeles, CA 90071-1560

Attorneysfor Robert Harris, Victor Coleman and David Cronenbold
Richard B. Specter, Esg.

Corbett, Steelman & Specter

18200 Von Karman Avenue, Ste. 900

Irvine, CA 92612-1086

Attorneysfor Ronald Greenspan, Trustee
Robert Julian, Esg.

Benjamin Kimberly, Esg.

Kimberly S. Morris, Esq.

Winston & Strawn LLP

101 California Street

San Francisco, CA 94111-5894

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.
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