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Leveraged Buffered S&P 500® Index-Linked Notes due        
OVERVIEW

The notes do not bear interest. The amount that you will be paid on your notes on the stated maturity date (expected to
be the third scheduled business day following the determination date) is based on the performance of the S&P 500®

Index as measured from the trade date to and including the determination date (expected to be 36 months following
the trade date).

If the final underlier level on the determination date is greater than the initial underlier level (set on the trade date), the
return on your notes will be positive and will equal 2 times the underlier return, subject to the maximum settlement
amount (expected to be between $1,210 and $1,240 for each $1,000 face amount of your notes).

If the final underlier level is greater than the initial underlier level, you will not receive more than the maximum
settlement amount, regardless of how much the final underlier level increases as compared to the initial underlier
level.

If the final underlier level declines by up to 25% from the initial underlier level, you will receive the face amount of
your notes. If the final underlier level declines by more than 25% from the initial underlier level, the return on your
notes will be negative and will equal the underlier return plus 25%.

You could lose a significant portion of the face amount of your notes.

You should read the included preliminary pricing supplement dated March 13, 2019, which we refer to herein as the
included preliminary pricing supplement, to better understand the terms and risks of your investment, including the
credit risk of GS Finance Corp. and The Goldman Sachs Group, Inc.

KEY TERMS
Company (Issuer): GS Finance Corp.
Guarantor: The Goldman Sachs Group, Inc.
Underlier: the S&P 500® Index (current Bloomberg symbol: “SPX Index”)
Trade date:
Settlement date: expected to be the third scheduled business day following the trade date
Determination date: expected to be 36 months following the trade date
Stated maturity date: expected to be the third scheduled business day following the determination date
Initial underlier level: to be determined on the trade date
Final underlier level: the closing level of the underlier on the determination date

Underlier return: the quotient of (i) the final underlier level minus the initial underlier level divided by
(ii) the initial underlier level, expressed as a positive or negative percentage

Cap level: expected to be between 110.5% and 112% of the initial underlier level
Maximum settlement amount: expected to be between $1,210 and $1,240
Upside participation rate: 200%
Payment amount at maturity
(for each $1,000 face amount

●    if the underlier return is positive (the final underlier level is greater than the initial
underlier level), the sum of (i) $1,000 plus (ii) the product of (a) $1,000 times (b) the
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of your notes) upside participation rate times (c) the underlier return, subject to the maximum
settlement amount;

●    if the underlier return is zero or negative but not below -25% (the final underlier
level is equal to the initial underlier level or is less than the initial underlier level, but
not by more than 25%), $1,000; or

●    if the underlier return is negative and is below -25% (the final underlier level is less
than the initial underlier level by more than 25%), the sum of (i) $1,000 plus (ii) the
product of (a) the sum of the underlier return plus 25% times (b) $1,000.

CUSIP/ISIN: 40056F3V5 / US40056F3V53
The estimated value of your notes at the time the terms of your notes are set on the trade date is expected to be less
than the $1,000 face amount of your notes.  See the included preliminary pricing supplement for a further discussion
of the estimated value of your notes.
This document does not provide all of the information that an investor should consider prior to making an investment
decision. You should not invest in the notes without reading the included preliminary pricing supplement and related
documents for a more detailed description of the underlier, the terms of the notes and certain risks.
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Hypothetical Payment Amount at Maturity*
Hypothetical Final Underlier Level
(as a % of the Initial Underlier Level)

Hypothetical Payment Amount at Maturity
(as a % of Face Amount)

200.000%121.000%
185.000%121.000%
160.000%121.000%
135.000%121.000%
110.500%121.000%
107.000%114.000%
105.000%110.000%
102.000%104.000%
100.000%100.000%
93.000% 100.000%
87.000% 100.000%
81.000% 100.000%
75.000% 100.000%
50.000% 75.000%
25.000% 50.000%
0.000% 25.000%

*assumes the cap level of 110.5% of the initial underlier level

This document does not provide all of the information that an investor should consider prior to making an investment
decision. You should not invest in the notes without reading the included preliminary pricing supplement and related
documents for a more detailed description of the underlier, the terms of the notes and certain risks.
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About Your Notes
GS Finance Corp. and The Goldman Sachs Group, Inc. have filed a registration statement (including a prospectus, as
supplemented by the prospectus supplement, general terms supplement no. 1,734, product supplement no. 1,738 and
preliminary pricing supplement listed below) with the Securities and Exchange Commission (SEC) for the offering to
which this communication relates. Before you invest, you should read the prospectus, prospectus supplement, general
terms supplement no. 1,734, product supplement no. 1,738 and preliminary pricing supplement, a copy of which is
included in this free writing prospectus, and any other documents relating to this offering that GS Finance Corp. and
The Goldman Sachs Group, Inc. have filed with the SEC for more complete information about us and this offering.
You may get these documents without cost by visiting EDGAR on the SEC web site at sec.gov. Alternatively, we will
arrange to send you the prospectus, prospectus supplement, general terms supplement no. 1,734, product supplement
no. 1,738 and preliminary pricing supplement if you so request by calling (212) 357-4612.

The notes are part of the Medium-Term Notes, Series E program of GS Finance Corp. and are fully and
unconditionally guaranteed by The Goldman Sachs Group, Inc. This document should be read in conjunction with the
following:

●Product supplement no. 1,738 dated July 10, 2017
●General terms supplement no. 1,734 dated July 10, 2017
● Prospectus supplement dated July 10,

2017
●Prospectus dated July 10, 2017
The following is included as part of this document:

●Preliminary pricing supplement dated March 13, 2019

This document does not provide all of the information that an investor should consider prior to making an investment
decision. You should not invest in the notes without reading the included preliminary pricing supplement and related
documents for a more detailed description of the underlier, the terms of the notes and certain risks.
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RISK FACTORS
An investment in the notes is subject to risks. Many of the risks are described in the included preliminary pricing
supplement, accompanying product supplement no. 1,738, accompanying general terms supplement no. 1,734,
accompanying prospectus supplement and accompanying prospectus. Below we have provided a list of certain risk
factors discussed in such documents. In addition to the below, you should read in full “Additional Risk Factors Specific
to Your Notes” in the included preliminary pricing supplement, “Additional Risk Factors Specific to the
Underlier-Linked Notes” in the accompanying product supplement no. 1,738, “Additional Risk Factors Specific to the
Notes” in the accompanying general terms supplement no. 1,734 as well as the risks and considerations described in the
accompanying prospectus supplement and accompanying prospectus.

The following risk factors are discussed in greater detail in the included preliminary pricing supplement:

▪The Estimated Value of Your Notes At the Time the Terms of Your Notes Are Set On the Trade Date (as Determined
By Reference to Pricing Models Used By GS&Co.) Is Less Than the Original Issue Price Of Your Notes
▪The Notes Are Subject to the Credit Risk of the Issuer and the Guarantor
▪The Amount Payable on Your Notes Is Not Linked to the Level of the Underlier at Any Time Other Than the
Determination Date
▪You May Lose a Substantial Portion of Your Investment in the Notes
▪Your Notes Do Not Bear Interest
▪The Potential for the Value of Your Notes to Increase Will Be Limited
▪You Have No Shareholder Rights or Rights to Receive Any Underlier Stock
▪We May Sell an Additional Aggregate Face Amount of the Notes at a Different Issue Price
▪If You Purchase Your Notes at a Premium to Face Amount, the Return on Your Investment Will Be Lower Than the
Return on Notes Purchased at Face Amount and the Impact of Certain Key Terms of the Notes Will Be Negatively
Affected
▪Your Notes May Be Subject to an Adverse Change in Tax Treatment in the Future
▪United States Alien Holders Should Consider the Withholding Tax Implications of Owning the Notes
▪Foreign Account Tax Compliance Act (FATCA) Withholding May Apply to Payments on Your Notes, Including as a
Result of the Failure of the Bank or Broker Through Which You Hold the Notes to Provide Information to Tax
Authorities
The following risk factors are discussed in greater detail in the accompanying product supplement no. 1,738:

▪Your Notes May Not Have an Active Trading Market
▪The Market Value of Your Notes May Be Influenced by Many Unpredictable Factors
▪If the Levels of the Underlier or Basket of Underliers Change, the Market Value of Your Notes May Not Change in
the Same Manner
▪Certain Considerations for Insurance Companies and Employee Benefit Plans
The following risk factors are discussed in greater detail in the accompanying general terms supplement no. 1,734:

▪The Return on Your Notes Will Not Reflect Any Dividends Paid on Any Underlier, or Any Underlier Stock, as
Applicable
▪Other Investors in the Notes May Not Have the Same Interests as You
▪Anticipated Hedging Activities by Goldman Sachs or Our Distributors May Negatively Impact Investors in the Notes
and Cause Our Interests and Those of Our Clients and Counterparties to be Contrary to Those of Investors in the
Notes
▪Goldman Sachs’ Trading and Investment Activities for its Own Account or for its Clients Could Negatively Impact
Investors in the Notes
▪Goldman Sachs’ Market-Making Activities Could Negatively Impact Investors in the Notes
▪
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You Should Expect That Goldman Sachs Personnel Will Take Research Positions, or Otherwise Make
Recommendations, Provide Investment Advice or
Market Color or Encourage Trading Strategies That Might Negatively Impact Investors in the Notes
▪Goldman Sachs Regularly Provides Services to, or Otherwise Has Business Relationships with, a Broad Client Base,
Which May Include the Sponsors of the Underlier or Underliers or Constituent Indices, As Applicable, or the Issuers
of the Underlier Stocks or Other Entities That Are Involved in the Transaction
▪ The Offering of the Notes May Reduce an Existing Exposure of Goldman Sachs or Facilitate a Transaction or

Position That Serves the Objectives of Goldman Sachs or Other Parties
▪Past Performance is No Guide to Future Performance
▪The Calculation Agent Will Have the Authority to Make Determinations That Could Affect the Market Value of Your
Notes, When Your Notes Mature and the Amount, If Any, Payable on Your Notes
This document does not provide all of the information that an investor should consider prior to making an investment
decision. You should not invest in the notes without reading the included preliminary pricing supplement and related
documents for a more detailed description of the underlier, the terms of the notes and certain risks.
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▪The Policies of an Underlier Sponsor, if Applicable, and Changes that Affect an Underlier to Which Your Notes are
Linked, or the Constituent Indices or Underlier Stocks Comprising Such Underlier, Could Affect the Amount Payable
on Your Notes and Their Market Value
▪The Calculation Agent Can Postpone the Determination Date, Averaging Date, Call Observation Date or Coupon
Observation Date If a Market Disruption Event or Non-Trading Day Occurs or Is Continuing
▪Except to the Extent The Goldman Sachs Group, Inc. is One of the Companies Whose Common Stock Comprises an
Underlier, and Except to the Extent That We or Our Affiliates May Currently or in the Future Own Securities of, or
Engage in Business With, the Applicable Underlier Sponsor or the Underlier Stock Issuers, There Is No Affiliation
Between The Underlier Stock Issuers or Any Underlier Sponsor And Us
The following risk factors are discussed in greater detail in the accompanying prospectus supplement:

▪The Return on Indexed Notes May Be Below the Return on Similar Securities
▪The Issuer of a Security or Currency That Serves as an Index Could Take Actions That May Adversely Affect an
Indexed Note
▪An Indexed Note May Be Linked to a Volatile Index, Which May Adversely Affect Your Investment
▪An Index to Which a Note Is Linked Could Be Changed or Become Unavailable
▪We May Engage in Hedging Activities that Could Adversely Affect an Indexed Note
▪Information About an Index or Indices May Not Be Indicative of Future Performance
▪We May Have Conflicts of Interest Regarding an Indexed Note
The following risk factors are discussed in greater detail in the accompanying prospectus:

Risks Relating to Regulatory Resolution Strategies and Long-Term Debt Requirements

▪The application of regulatory resolution strategies could increase the risk of loss for holders of our debt securities in
the event of the resolution of Group Inc.
▪The application of Group Inc.’s preferred resolution strategy could increase the losses incurred by holders of our debt
securities.

The following preliminary pricing supplement is included as part of this free writing prospectus.

This document does not provide all of the information that an investor should consider prior to making an investment
decision. You should not invest in the notes without reading the included preliminary pricing supplement and related
documents for a more detailed description of the underlier, the terms of the notes and certain risks.
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Filed Pursuant to Rule 424(b)(2)

Registration Statement No. 333-219206

The information in this preliminary pricing supplement is not complete and may be changed. This preliminary pricing
supplement is not an offer to sell nor does it seek an offer to buy these securities in any jurisdiction where the offer or
sale is not permitted.

Subject to Completion. Dated March 13, 2019.

GS Finance Corp.

$

Leveraged Buffered S&P 500® Index-Linked Notes due

guaranteed by

The Goldman Sachs Group, Inc.
The notes do not bear interest. The amount that you will be paid on your notes on the stated maturity date (expected to
be the third scheduled business day following the determination date) is based on the performance of the S&P 500®

Index as measured from the trade date to and including the determination date (expected to be 36 months following
the trade date).

If the final index level on the determination date is greater than the initial index level (set on the trade date), the return
on your notes will be positive and will equal 2 times the index return, subject to the maximum settlement amount
(expected to be between $1,210 and $1,240 for each $1,000 face amount of your notes).

If the final index level declines by up to 25% from the initial index level, you will receive the face amount of your
notes. If the final index level declines by more than 25% from the initial index level, the return on your notes will be
negative and will equal the index return plus 25%. You could lose a significant portion of the face amount of your
notes.

To determine your payment at maturity, we will calculate the index return, which is the percentage increase or
decrease in the final index level from the initial index level. At maturity, for each $1,000 face amount of your notes,
you will receive an amount in cash equal to:

●if the index return is positive (the final index level is greater than the initial index level), the sum of (i) $1,000 plus (ii)
the product of (a) $1,000 times (b) 2 times (c) the index return, subject to the maximum settlement amount;
●if the index return is zero or negative but not below -25% (the final index level is equal to the initial index level or is
less than the initial index level, but not by more than 25%), $1,000; or
●if the index return is negative and is below -25% (the final index level is less than the initial index level by more than
25%), the sum of (i) $1,000 plus (ii) the product of (a) the sum of the index return plus 25% times (b) $1,000. You
will receive less than the face amount of your notes.
You should read the disclosure herein to better understand the terms and risks of your investment, including the credit
risk of GS Finance Corp. and The Goldman Sachs Group, Inc. See page PS-12.
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The estimated value of your notes at the time the terms of your notes are set on the trade date is expected to be
between $940 and $980 per $1,000 face amount. For a discussion of the estimated value and the price at which
Goldman Sachs & Co. LLC would initially buy or sell your notes, if it makes a market in the notes, see the following
page.

Original issue date:        , 2019 Original issue price: 100% of the face amount
Underwriting discount:     % of the face amount* Net proceeds to the issuer:     % of the face amount

*See “Supplemental Plan of Distribution; Conflicts of Interest” on page PS-19 for additional information regarding the
fees comprising the underwriting discount.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these
securities or passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal
offense. The notes are not bank deposits and are not insured by the Federal Deposit Insurance Corporation or any
other governmental agency, nor are they obligations of, or guaranteed by, a bank.

Goldman Sachs & Co. LLC

Pricing Supplement No.      dated         , 2019.
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The issue price, underwriting discount and net proceeds listed above relate to the notes we sell initially. We may
decide to sell additional notes after the date of this pricing supplement, at issue prices and with underwriting discounts
and net proceeds that differ from the amounts set forth above. The return (whether positive or negative) on your
investment in notes will depend in part on the issue price you pay for such notes.

GS Finance Corp. may use this prospectus in the initial sale of the notes. In addition, Goldman Sachs & Co. LLC or
any other affiliate of GS Finance Corp. may use this prospectus in a market-making transaction in a note after its
initial sale. Unless GS Finance Corp. or its agent informs the purchaser otherwise in the confirmation of sale, this
prospectus is being used in a market-making transaction.

Estimated Value of Your Notes

The estimated value of your notes at the time the terms of your notes are set on the trade date (as determined by
reference to pricing models used by Goldman Sachs & Co. LLC (GS&Co.) and taking into account our credit spreads)
is expected to be between $940 and $980 per $1,000 face amount, which is less than the original issue price. The
value of your notes at any time will reflect many factors and cannot be predicted; however, the price (not including
GS&Co.’s customary bid and ask spreads) at which GS&Co. would initially buy or sell notes (if it makes a market,
which it is not obligated to do) and the value that GS&Co. will initially use for account statements and otherwise is
equal to approximately the estimated value of your notes at the time of pricing, plus an additional amount (initially
equal to $     per $1,000 face amount).

Prior to        , the price (not including GS&Co.’s customary bid and ask spreads) at which GS&Co. would buy or sell
your notes (if it makes a market, which it is not obligated to do) will equal approximately the sum of (a) the
then-current estimated value of your notes (as determined by reference to GS&Co.’s pricing models) plus (b) any
remaining additional amount (the additional amount will decline to zero on a straight-line basis from the time of
pricing through         ). On and after        , the price (not including GS&Co.’s customary bid and ask spreads) at which
GS&Co. would buy or sell your notes (if it makes a market) will equal approximately the then-current estimated value
of your notes determined by reference to such pricing models.

About Your Prospectus

The notes are part of the Medium-Term Notes, Series E program of GS Finance Corp. and are fully and
unconditionally guaranteed by The Goldman Sachs Group, Inc. This prospectus includes this pricing supplement and
the accompanying documents listed below. This pricing supplement constitutes a supplement to the documents listed
below, does not set forth all of the terms of your notes and therefore should be read in conjunction with such
documents:

●Product supplement no. 1,738 dated July 10, 2017

●General terms supplement no. 1,734 dated July 10, 2017

●Prospectus supplement dated July 10, 2017

●Prospectus dated July 10, 2017
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The information in this pricing supplement supersedes any conflicting information in the documents listed above. In
addition, some of the terms or features described in the listed documents may not apply to your notes.

We refer to the notes we are offering by this pricing supplement as the “offered notes” or the “notes”. Each of the offered
notes has the terms described below. Please note that in this pricing supplement, references to “GS Finance Corp.”, “we”,
“our” and “us” mean only GS Finance Corp. and do not include its subsidiaries or affiliates, references to “The Goldman
Sachs Group, Inc.”, our parent company, mean only The Goldman Sachs Group, Inc. and do not include its subsidiaries
or affiliates and references to “Goldman Sachs” mean The Goldman Sachs Group, Inc. together with its consolidated
subsidiaries and affiliates, including us. The notes will be issued under the senior debt indenture, dated as of October
10, 2008, as supplemented by the First Supplemental Indenture, dated as of February 20, 2015, each among us, as
issuer, The Goldman Sachs Group, Inc., as guarantor, and The Bank of New York Mellon, as trustee. This indenture,
as so supplemented and as further supplemented thereafter, is referred to as the “GSFC 2008 indenture” in the
accompanying prospectus supplement. The notes will be issued in book-entry form and represented by a master global
note.

PS-7
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Leveraged Buffered S&P 500® Index-Linked Notes due

INVESTMENT THESIS
You should be willing to forgo:

●gains greater than a maximum settlement amount of between 121% and 124% of the face amount in exchange for (i)
2x leveraged upside participation if the underlier return is positive and (ii) a buffer against loss of principal in the
event of a decline of up to 25% in the final underlier level relative to the initial underlier level.
●interest payments and risk losing a substantial portion of your investment for the potential to earn 200% of any
positive underlier return up to a maximum settlement amount of between 121% and 124% of the face amount.
Your maximum return on your notes will not be greater than between 21% and 24%, and you could lose a substantial
portion of your investment if the underlier return is less than -25%.

DETERMINING THE CASH SETTLEMENT AMOUNT
At maturity, for each $1,000 face amount, the investor will receive (in each case as a percentage of the face amount):

●if the final underlier level is greater than 100% of the initial underlier level, 100% plus 200% times the underlier
return, subject to a maximum settlement amount of between 121% and 124%;
●if the final underlier level is equal to or less than 100% of the initial underlier level but greater than or equal to 75% of
the initial underlier level, 100%; or
● if the final underlier level is less than 75% of the initial underlier level, 100% minus 1% for every 1% that the

final underlier level has declined below 75% of the initial underlier level
If the final underlier level declines by more than 25% from the initial underlier level, the return on the notes will be
negative and the investor could lose a substantial portion of their investment in the notes.

KEY TERMS
Issuer: GS Finance Corp.
Guarantor: The Goldman Sachs Group, Inc.
Underlier: The S&P 500® Index (current Bloomberg symbol: “SPX Index”)
Face Amount: $            in the aggregate; each note will have a face amount equal to $1,000
Trade Date:
Settlement Date: Expected to be the third scheduled business day following the trade date
Determination Date: Expected to be 36 months following the trade date
Stated Maturity Date: Expected to be the third scheduled business day following the determination date
Initial Underlier Level: To be determined on the trade date
Final Underlier Level: The closing level of the underlier on the determination date
Underlier Return: The quotient of (i) the final underlier level minus the initial underlier level divided by (ii) the

initial underlier level, expressed as a positive or negative percentage
Upside Participation
Rate:

200%

Buffer Level: 75% of the initial underlier level (equal to an underlier return of -25%)
Buffer Amount: 25%
Buffer Rate: 100%
Maximum Settlement
Amount:

Expected to be between $1,210 and $1,240

Cap Level: Expected to be between 110.5% and 112% of the initial underlier level
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Executive Officers Who Are Not Serving As Directors 

Below is information regarding each of our executive officers who are not directors of the Company, including their
title, age, date they became an officer of the Company, and a brief biography describing each executive officer’s
business experience.

Kent Smith, 51, Executive Vice President/Chief Financial Officer and Treasurer, was hired in September 2009.  Mr.
Smith serves as Chairman of our Asset Liability Committee.  Prior to joining the Bank, Mr. Smith worked for sixteen
years for Downey Savings and Loan Association as a Senior Vice President, Controller, Assistant Controller,
Financial Reporting Manager and Senior Technical Auditor.  Mr. Smith served as Vice President, Loan Accounting
Manager for FarWest Savings and Loan and as a Senior Accountant for Deloitte and Touche.  Mr. Smith obtained his
B.A. degree in Accounting from Brigham Young University.

Edward Wilcox, 46, Executive Vice President/Chief Operating Officer – was hired in August 2003 as the Bank’s Senior
Vice President and Chief Credit Officer.  In September 2004, Mr. Wilcox was promoted to Executive Vice President
and was responsible for overseeing loan and deposit production.  In the fourth quarter of 2005, Mr. Wilcox was
promoted to Chief Banking Officer and assumed responsibility of the branch network.  In March 2013, Mr. Wilcox
was promoted to Chief Operating Officer and assumed responsibility for all of the day-to-day operations of the
Bank.  Prior to joining us, Mr. Wilcox served as Loan Production Manager at Hawthorne Savings for two years and as
the Secondary Marketing Manager at First Fidelity Investment & Loan for five years.  Mr. Wilcox has an additional
nine years of experience in real estate banking including positions as Asset Manager, REO Manager and Real Estate
Analyst at various financial institutions.  Mr. Wilcox obtained his B.A. degree in Finance from New Mexico State
University.

Mike Karr, 44, Executive Vice President/Chief Credit Officer – was hired in April 2006.  Mr. Karr oversees the Bank’s
credit functions and has responsibility for all lending and portfolio operations.  He is the Chairman of our Credit
Committee and our Credit and Investment Review Committee.  Prior to joining the Bank, Mr. Karr worked for
Fremont Investment & Loan for 11 years as Vice President in charge of their Commercial Real Estate Asset
Management department.  Mr. Karr obtained his B.A. degree in Economics and Government, cum laude, from
Claremont McKenna College and his Masters in Business Administration from the University of California, Irvine.

    Tom Rice, 41, Executive Vice President/Chief Risk Officer – was hired November 2008 as the Bank’s Senior Vice
President and Chief Information Officer.  In March 2013, Mr. Rice was promoted to Executive Vice President and is
responsible for overseeing information technology and enterprise risk management for the Bank.  Prior to joining us,
Mr. Rice served as IT Director at Vineyard National Bank for three years and as a founding partner and Director of
Operations for Compushare for 12 years.  Mr. Rice obtained his B.S. degree in Computer Information Systems from
Devry University.

Corporate Governance 

We value strong corporate governance principles and adhere to the highest ethical standards.  These principles and
standards, along with our core values of fairness and caring, assist us in achieving our corporate mission.  To foster
strong corporate governance and business ethics, our Board of Directors continues to take many steps to strengthen
and enhance our corporate governance practices and principles.  To that end, we have adopted Corporate Governance
Guidelines to achieve the following goals:

●  to promote the effective functioning of the Board of Directors;
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●  to ensure that the Company conducts all of its business in accordance with the highest ethical and legal standards;
and

●  to enhance long-term stockholder value.

The full text of our Corporate Governance Guidelines is available on our website at www.ppbi.com under the Investor
Relations section.  Our stockholders may also obtain a written copy of the guidelines at no cost by writing to us at
17901 Von Karman Avenue, Suite 1200, Irvine, California 92614, Attention: Investor Relations Department, or by
calling (949) 864-8000.

The Nominating Committee of our Board of Directors administers our Corporate Governance Guidelines, reviews
performance under the guidelines and the content of the guidelines annually and, when appropriate, recommends
updates and revisions to our Board of Directors.

Director Qualifications, Diversity and Nomination Process

Our Nominating Committee is responsible for reviewing with the Board of Directors annually the appropriate skills
and characteristics required of the Board members, and for selecting, evaluating and recommending nominees for
election by our stockholders.  The Nominating Committee has authority to retain a third-party search firm to identify
or evaluate, or assist in identifying and evaluating, potential nominees if it so desires, although it has not done so to
date.

In evaluating both the current directors and the nominees for director, the Nominating Committee considers such other
relevant factors as it deems appropriate, including the current composition of the Board, the need for Audit Committee
expertise, and the director qualification guidelines set forth in the Company’s Corporate Governance Policy.  Under the
Company’s Corporate Governance Policy, the factors considered by the Nominating Committee and the Board in its
review of potential nominees and directors include: integrity and independence; substantial accomplishments, and
prior or current association with institutions noted for their excellence; demonstrated leadership ability, with broad
experience, diverse perspectives, and the ability to exercise sound business judgment; the background and experience
of candidates, particularly in areas important to the operation of the Company such as business, education, finance,
government, law or banking; the ability to make a significant and immediate contribution to the Board’s discussions
and decision-making; special skills, expertise or background that add to and complement the range of skills, expertise
and background of the existing directors; career success that demonstrates the ability to make the kind of important
and sensitive judgments that the Board is called upon to make; and the availability and energy necessary to perform
his or her duties as a director.  In addition, the Nominating Committee and the Board believes the composition of the
Board should reflect sensitivity to the need for diversity as to gender, ethnic background and experience.  Application
of these factors involves the exercise of judgment by the Board and cannot be measured in any mathematical or
routine way.

In connection with the evaluation of nominees, the Nominating Committee determines whether to interview the
prospective nominee, and if warranted, one or more members of the Nominating Committee, in concert with the
Company’s Chief Executive Officer, interviews prospective nominees.  After completing its evaluation, the
Nominating Committee makes a recommendation to the full Board as to the persons who should be nominated by the
Board, and the Board determines the nominees after considering the recommendation and report of the Nominating
Committee.

For each of the nominees to the Board and the current directors, the biographies shown above highlight the
experiences and qualifications that were among the most important to the Nominating Committee in concluding that
the nominee or the director should serve or continue to serve as a director of the Company.  The table below
supplements the biographical information provided above.  The vertical axis displays the primary factors reviewed by
the Nominating Committee in evaluating a board candidate.
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 BoudreauCarona GardnerGarrett  Goddard Jones McKennon
Experience,
Qualifications,
Skill or Attribute
Professional
standing in
chosen field

X X X X X X X

Expertise in
financial services
or related industry

X X X X X X

Audit Committee
Financial Expert
(actual or
potential)

X X X X X X

Civic and
community
involvement

X X X X X X

Other public
company
experience

X X X

Leadership and
team building
skills

X X X X X X X

Specific
skills/knowledge:
- finance X X X X X X X
- marketing X X
- public affairs X X
- human resources X X X
- governance X X X X X X X

Our stockholders may propose director candidates for consideration by the Nominating Committee by submitting the
individual’s name and qualifications to our Secretary at 17901 Von Karman Avenue, Suite 1200, Irvine, CA
92614.  Our Nominating Committee will consider all director candidates properly submitted by our stockholders in
accordance with our Bylaws and Corporate Governance Guidelines.  Stockholders who wish to nominate candidates
for election to our Board at our Annual Meeting of Stockholders must follow the procedures outlined in “Stockholder
Proposals for the 2014 Annual Meeting” set forth below.

Board of Directors Independence

    The Boards of Directors of the Company and the Bank currently have seven (7) directors serving, all of whom are
elected annually and will continue to serve until their successors are elected and qualified.  Our Corporate Governance
Guidelines require that our Board of Directors consist predominantly of non-management directors.  This means
directors who are not currently, and have not been, employed by us during the most recent three years.  Currently, our
President and Chief Executive Officer, Mr. Gardner, is the only director who is also a member of management.

In addition, our Corporate Governance Guidelines require that a majority of the Board of Directors consist of
“independent directors” as defined under the NASDAQ Stock Market rules.  No director will be “independent” unless the
Board of Directors affirmatively determines that the director meets the categorical standards set forth in the NASDAQ
rules and otherwise has no relationship with the Company that, in the opinion of the Board of Directors, would
interfere with the exercise of independent judgment in carrying out the responsibilities of a director and has no
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material relationship with the Company, either directly or as a partner, stockholder or officer of an organization that
has a relationship with the Company.

The Nominating Committee is responsible for the annual review, together with the Board of Directors, of the
appropriate criteria and standards for determining director independence consistent with the NASDAQ Stock Market
rules.  The Board of Directors has determined that Kenneth A. Boudreau, Joseph L. Garrett, John D. Goddard, Jeff C.
Jones and Michael L. McKennon are independent and have no material relationships with the Company.

Responsibilities of the Board of Directors

In addition to each director’s basic duties of care and loyalty, the Board of Directors has separate and specific
obligations enumerated in our Corporate Governance Guidelines.  Among other things, these obligations require
directors to effectively monitor management’s capabilities, compensation, leadership and performance, without
undermining management’s ability to successfully operate the business.  In addition, our Board and its committees
have the authority to retain and establish the fees of outside legal, accounting or other advisors, as necessary to carry
out their responsibilities.

The directors are expected to avoid any action, position or interest that conflicts with an interest of the Company, or
gives the appearance of a conflict.  As a result, our directors must disclose all business relationships with the
Company and with any other person doing business with us to the entire Board and to recuse themselves from
discussions and decisions affecting those relationships.  We periodically solicit information from directors in order to
monitor potential conflicts of interest and to confirm director independence.

Board of Directors Leadership Structure

Our Bylaws provide for a Board of Directors that will serve for one-year terms.  The size of the Board shall be
designated by the Board, but shall be seven (7) in the absence of such designation.  Vacancies on the Board may be
filled by a majority of the remaining directors.  A director elected to fill a vacancy, or a new directorship created by an
increase in the size of the Board, serves for a term expiring at the next annual meeting of stockholders.

Our Board of Directors has no fixed policy with respect to the separation of the offices of Chairman of the Board of
Directors and Chief Executive Officer.  Our Board retains the discretion to make this determination on a case-by-case
basis from time to time as it deems to be in the best interests of the Company and our stockholders at any given
time.  The Board currently believes that separating the positions of Chief Executive Officer and Chairman is the best
structure to fit the Company’s needs.  This structure ensures a greater role for the independent directors in the oversight
of the Company and active participation of the independent directors in setting agendas and establishing priorities and
procedures for the work of the Board.

Board of Directors Risk Oversight

The understanding, identification and management of risk are essential elements for the successful management of our
Company.  The entire Board of Directors is responsible for oversight of the Company’s risk management
processes.  The Board delegates many of these functions to the Audit Committee.  Under its charter, the Audit
Committee is responsible for monitoring business risk practices and legal and ethical programs.  In this way, The
Audit Committee helps the Board fulfill its risk oversight responsibilities relating to the Company’s financial
statements, financial reporting process and regulatory requirements.  The Audit Committee also oversees our
corporate compliance programs, as well as the internal audit function.  In addition to the Audit Committee’s work in
overseeing risk management, our full Board regularly engages in discussions of the most significant risks that the
Company is facing and how these risks are being managed, and the board receives reports on risk management from
senior officers of the Company and from the chair of the Audit Committee.  The board receives periodic assessments
from the Company’s ongoing enterprise risk management process that are designed to identify potential events that
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may affect the achievement of the Company’s objectives.  In addition, our Board and its standing committees
periodically request supplemental information or reports as they deem appropriate.

Communication With Directors

Individuals may submit communications to any individual director, including our presiding Chairman, our Board of
Directors as a group, or a specified Board committee or group of directors, including our non-management directors,
by sending the communications in writing to the following address: Pacific Premier Bancorp, Inc., 17901 Von
Karman Avenue, Suite 1200, Irvine, California 92614.  All correspondence should indicate to whom it is
addressed.  The Company’s Corporate Secretary will sort the Board correspondence to classify it based on the
following categories into which it falls: stockholder correspondence, commercial correspondence, regulator
correspondence or customer correspondence.  Each classification of correspondence will be handled in accordance
with a policy unanimously approved by the Board.

Board Meetings and Executive Sessions

Our Board of Directors currently holds twelve full Board meetings each year.  All of our directors are encouraged to
attend each meeting in person.  Our management provides all directors with an agenda and appropriate written
materials sufficiently in advance of the meetings to permit meaningful review.  Any director may submit topics or
request changes to the preliminary agenda as he or she deems appropriate in order to ensure that the interests and
needs of non-management directors are appropriately addressed.  To ensure active and effective participation, all of
our directors are expected to arrive at each Board and committee meeting having reviewed and analyzed the materials
for the meeting.  During 2012, our Board of Directors met thirteen times, and all of our directors attended 100% of the
aggregate of the total number of meetings of the Board of Directors held during his tenure in office during the last
fiscal year and the total number of all meetings held by all committees of the Board of Directors on which he served
during such year.

It is the Company’s policy that the independent directors of the Company meet in executive sessions without
management at least twice on an annual basis in conjunction with regularly scheduled board meetings.  Executive
sessions at which the independent directors meet with the Chief Executive Officer also may be scheduled.  During
2012, the independent directors met twice in executive session without the presence of management.

Director Attendance at Company Annual Meetings

All of our directors are encouraged to attend every Company annual meeting of stockholders.  All of our directors
attended our 2012 Annual Meeting of Stockholders.

Director Contact with Management

All of our directors are invited to contact our Chief Executive Officer and or any of our executive or senior level
managers at any time to discuss any aspect of our business.  In addition, there generally are frequent opportunities for
directors to meet with other members of our management team.

Corporate Code of Business Conduct and Ethics

We have implemented a Code of Business Conduct and Ethics applicable to our directors, Chief Executive Officer,
Chief Financial Officer, other senior management, and to all of our officers and employees.  Our Code of Business
Conduct and Ethics provides fundamental ethical principles to which these individuals are expected to adhere.  Our
Code of Business Conduct and Ethics operates as a tool to help our directors, officers, and employees understand and
adhere to the high ethical standards required for employment by, or association with, the Company and the Bank.  Our
Code of Business Conduct and Ethics is available on our website at www.ppbi.com under the Investor Relations
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section.  Our stockholders may also obtain written copies at no cost by writing to us at 17901 Von Karman Avenue,
Suite 1200, Irvine, California 92614, Attention: Investor Relations Department, or by calling (949) 864-8000.  Any
future changes or amendments to our Code of Business Conduct and Ethics and any waiver that applies to one of our
senior financial officers or a member of our Board of Directors will be posted to our website.

Committees of the Board of Directors 

Nominating
&

Corporate
Audit CompensationGovernance

Kenneth A.
Boudreau

Kenneth A.
Boudreau

Kenneth A.
Boudreau

Jeff C.
Jones

John D.
Goddard *

John D.
Goddard

Michael L.
McKennon

*

Ronald G.
Skipper (1)

Ronald G.
Skipper *

(1)
Jeff C. Jones

(2)
Jeff C.

Jones * (2)
4 meetings

held in
2012

1 meeting
held in 2012

1 meeting
held in
2012

____________________________________________________
*   Chairperson
(1)  Retired as a director effective July 26, 2012.
(2)  Appointed to Compensation and Nominating & Corporate Governance Committees in December 2012.

A description of the general functions of each of the Company’s Board committees and the composition of each
committee is set forth below.

Audit Committee.  The Audit Committee is responsible for selecting and communicating with the Company’s
independent auditors, reporting to the Board on the general financial condition of the Company and the results of the
annual audit, and ensuring that the Company's activities are being conducted in accordance with applicable laws and
regulations.  The internal auditor of the Bank participates in the Audit Committee meetings.  A copy of the Audit
Committee charter can be found on the Company’s website at www.ppbi.com under the Investor Relations section.

No member of the Audit Committee receives any consulting, advisory or other compensation or fee from the
Company other than fees for service as member of the Board of Directors, committee member or officer of the
Board.  Each of the Audit Committee members is considered “independent” under the NASDAQ listing standards and
rules of the U.S. Securities and Exchange Commission (the “SEC”).  The Board of Directors has determined that Mr.
McKennon satisfies the requirements established by the SEC for qualification as an “audit committee financial expert.”

Compensation Committee.  The Compensation Committee reviews the amount and composition of director
compensation from time to time and makes recommendations to the Board when it concludes changes are needed.  In
recommending director compensation, the Compensation Committee considers the potential negative effect on
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director independence if director compensation and perquisites exceed customary levels.  The Compensation
Committee also (i) has oversight responsibility for the Bank’s compensation policies, benefits and practices, (ii)
reviews the Chief Executive Officer’s recommendations concerning individual incentive awards of officers directly
reporting to him, (iii) approves all stock option and restricted stock grants, (iv) has oversight responsibility for
management planning and succession, and (v) determines the annual salary, the annual bonus, stock options, and
restricted stock grants of the Chief Executive Officer (“CEO”) , Chief Financial Officer (“CFO”), Chief Operating Officer
(“COO”), and Chief Credit Officer (“CCO”).   A copy of the Compensation Committee charter can be found on the
Company’s website at www.ppbi.com under the Investor Relations section.

Nominating and Corporate Governance Committee.  The Nominating Committee has oversight responsibility for
nominating candidates as directors and to determine satisfaction of independence requirements.  The Nominating
Committee has adopted a written charter.  A copy of the charter and the Company’s Corporate Governance Guidelines
can both be found on the Company’s website at www.ppbi.com under the Investor Relations section.

The primary responsibilities of our Nominating Committee include:

●  assisting the Board in identifying and screening qualified candidates to serve as directors, including considering
stockholder nominees;

●  recommending to the Board candidates for election or reelection to the Board or to fill vacancies on the Board;

●  aiding in attracting qualified candidates to serve on the Board;

●  making recommendations to the Board concerning corporate governance principles;

●  periodically assessing the effectiveness of the Board in meeting its responsibilities representing the
long-term interests of the stockholders; and

●  following the end of each fiscal year, providing the Board with an assessment of the Board’s performance and the
performance of the Board committees.

Compensation Committee Interlocks and Insider Participation

For 2012, the Compensation Committee was comprised of Messrs. Boudreau, Goddard, Skipper and Jones, each of
whom was an independent director.  Messrs. Boudreau and Goddard served on the Compensation Committee for all of
2012, Mr. Ronald Skipper served until his retirement from the Board of Directors on July 26, 2012 and Mr. Jones was
appointed to the Compensation Committee in December, 2012.  None of these individuals is or has been an officer or
employee of the Company during the last fiscal year or as of the date of this Proxy Statement, or is serving or has
served as a member of the compensation committee of another entity that has an executive officer serving on the
Compensation Committee.  No executive officer of the Company served as a director of another entity that had an
executive officer serving on the Compensation Committee.  Finally, no executive officer of the Company served as a
member of the compensation committee of another entity that had an executive officer serving as a director of the
Company.

Committee Independence and Additional Information

The Company’s Audit, Nominating and Compensation Committees are currently composed entirely of “independent”
directors, as defined by our Corporate Governance Guidelines and applicable NASDAQ and SEC rules and
regulations.  Our Compensation Committee, Audit and Nominating Committees each have a written charter, which
may be obtained on our website at www.ppbi.com under the Investor Relations section.  Company stockholders may
also obtain written copies of the charters at no cost by writing to us at 17901 Von Karman Avenue, Suite 1200, Irvine,

Edgar Filing: GOLDMAN SACHS GROUP INC - Form FWP

19



California 92614, Attention: Investor Relations Department, or by calling (949) 864-8000.

The Chair of each committee is responsible for establishing committee agendas.  The agenda, meeting materials and
the minutes of each committee meeting are furnished in advance to all of our directors, and each committee chair
reports on his or her committee’s activities to the full Board.

Principal Holders of Common Stock

    The following table sets forth information as to those persons believed by management to be beneficial owners of
more than 5% of the Company's outstanding shares of common stock on the Record Date or as represented by the
owner or as disclosed in certain reports regarding such ownership filed by such persons with the Company and with
the SEC, in accordance with Sections 13(d) and 13(g) of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”).  Other than those persons listed below, the Company is not aware of any person, as such term is
defined in the Exchange Act, that beneficially owns more than 5% of the Company’s common stock as of the Record
Date.

Title of
Class

Name and
Address of
Beneficial

Owner

Amount and
Nature of
Beneficial
Ownership

Percent
of

Class
(1)

Common
Stock

Wellington
Management
Co. LLP 1,320,329 (2) 8.55 %
75 State
Street

Common
Stock

Fidelity
Management
& Research 965,609  (3) 6.25 %
245 Summer
Street
Boston,
MA  02210

(1)As of the Record Date, there were 15,437,531 shares of Company common stock outstanding on which “Percent of
Class” in the above table is based.

(2)As reported in the Schedule 13G/A filed with the SEC on February 14, 2013 for the calendar year ended December
31, 2012.

(3)As reported in the Schedule 13G/A filed with the SEC on February 14, 2013 for the calendar year ended December
31, 2012.

Security Ownership of Directors and Executive Officers 

    This table and the accompanying footnotes provide a summary of the beneficial ownership of our common stock as
of the Record Date, by (i) our directors, (ii) our executive officers named in Summary Compensation Table, also
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referred to herein as the Named Executive Officers, and (iii) all of our current directors and executive officers as a
group.  The following summary is based on information furnished by the respective directors and officers.

Each person has sole voting and investment power with respect to the shares he beneficially owns.

Total Beneficial
Ownership

Name
Common

Stock

Unvested
Restricted

Stock

Options
Exercisable

(1)
Warrants

(2) # (3)
%
(4)

A B C D E F

Kenneth A.
Boudreau 23,867 - 15,666 - 39,533 0.2 %
John J. Carona 157,491 - - - 157,491 1.0 %
Joseph L. Garrett 28,325 - - - 28,325 0.2 %
John D. Goddard 56,806 - 26,666 - 83,472 0.5 %
Jeff C. Jones 64,602 - 15,666 - 80,268 0.5 %
Michael L.
McKennon 24,000 - 23,666 - 47,666 0.3 %
Steven R. Gardner 127,520 - 188,333 - 315,853 2.0 %
Kent Smith 9,230 - 1,333 - 10,563 0.1 %
Eddie Wilcox 26,300 - 93,833 - 120,133 0.8 %
Mike Karr 10,711 - 26,333 - 37,044 0.2 %
Stock Ownership
of all Directors
and Executive
Officers as a
Group (10
persons) 528,852 - 391,496 - 920,348 5.8 %

____________________

(1)  In accordance with applicable SEC rules, only shares of unvested restricted stock that vest, or options that are
exercisable within 60 days after the Record Date are included in this column.

(2)  The amounts in column D represent warrants to purchase Pacific Premier Bancorp, Inc. common stock which
were purchased by the director separately.

(3)   The amounts in column E are derived by adding shares, unvested restricted stock, options exercisable, and
warrants listed in columns A, B, C and D of the table.

(4)  The amounts contained in column F are derived by dividing the amounts in column E of the table by (i) the total
outstanding shares of 15,437,531, plus (ii) the amount in column C for that individual or the group, as applicable,
plus (iii) the total amount in column D for that individual or the group, as applicable.

Compensation of Non-Employee Directors 

The Board of Directors, acting upon a recommendation from the Compensation Committee, annually determines the
non-employee directors’ compensation for serving on the Board of Directors and its committees.  In establishing
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director compensation, the Board of Directors and the Compensation Committee are guided by the following goals,
compensation should:

●  Consist of a combination of cash and equity awards that are designed to fairly pay the directors for work required for
a company of our size and scope;

●  Align the directors’ interests with the long-term interests of the Company’s stockholders; and
●  Assist with attracting and retaining qualified directors.

The Compensation Committee and the Board of Directors most recently completed this process in November 2012,
and determined that the director compensation for 2013 will change from 2012 as detailed below.  The Company does
not pay director compensation to directors who are also employees.  Below are the elements of compensation paid to
non-employee directors for their service on the Board of Directors.

        Cash Compensation.  During the 2012 fiscal year, non-employee directors received the following cash payments
for their service on the Boards of Directors of the Company and the Bank:

●  a monthly cash retainer of $500 for service on the Company’s Board;
●  a monthly cash retainer of $2,000 for service on the Bank's board of directors;

●  a monthly cash retainer of $2,500 to the Chairman of the Bank's board of directors; and
●  a quarterly cash retainer of $500 to the Chairman of the audit committee of the Company’s Board.

For the 2013 fiscal year, the cash compensation for non-employee directors serving on the Boards of Directors of the
Company and the Bank was changed from a monthly cash retainer payment to an annual cash retainer payment, which
payments are as follows:

●  an annual cash retainer of $33,000, paid quarterly, for service on the Boards of Directors of the Company and the
Bank;

●  an annual cash retainer of $40,000, paid quarterly, to the Chairman of the Boards of Directors of the Company and
the Bank;

●  an annual cash retainer of $6,000, paid quarterly, to the Chairman of the audit committee of the Company’s Board;
and

●  an annual cash retainer of $2,000, paid quarterly, to the members of the audit committee of the Company’s Board.

        During 2012, the Company did not provide perquisites to any director in an amount that is reportable under
applicable SEC rules and regulations.  All non-employee directors are entitled to reimbursement for travel expense
incurred in attending Board and committee meetings.

        Stock Compensation.  Each non-employee director is eligible for a grant of either stock options to purchase the
Company’s common stock or shares of restricted stock issued from the Pacific Premier Bancorp, Inc. 2012 Long-Term
Incentive Plan (“2012 Long-Term Incentive Plan”) or the Pacific Premier Bancorp, Inc. 2004 Long-Term Incentive Plan
(“2004 Long-Term Incentive Plan”), as recommended by the Compensation Committee.  The stock options and
restricted stock that the Company awards to its directors vest in equal thirds over three years on each anniversary of
the date of grant, subject to earlier vesting on termination of service in certain circumstances.  All awards to
non-employee directors are made based on the closing market price on the date of grant.

        On June 5, 2012, the following stock options were awarded to the Company’s non-employee directors:

Name
# of

Options
Strike
Price

Kenneth A.
Boudreau 2,500 $

7.87
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John D.
Goddard 2,500 $

7.87
Joseph L.
Garrett 2,500 $

7.87
Jeff C.
Jones 2,500 $

7.87
Michael L.
McKennon 2,500 $

7.87
Ronald G.
Skipper* 2,500 $

7.87

*Mr. Skipper retired from the Boards of Directors of the Company and the Bank effective July 26, 2012.  None of the
stock options granted in 2012 to Mr. Skipper were vested at the time of his retirement and were therefore forfeited.

Stock Ownership Guidelines for Directors.  The Board of Directors adopted director stock ownership guidelines in
March 2012, which require that its directors own shares of the Company’s common stock having a value of at least
equal to five times the director's annual retainer.  Directors have (i) five years from the date the guidelines were
adopted, or March 2017, or (ii) for new directors, five years after joining the Board of Directors, to meet the
guidelines.  As of the Record Date, all directors met the guidelines.

Long-Term Care Insurance Plan.  As more fully described under the heading “Long-Term Care Insurance Plan” of
“Executive Compensation” below, the Bank implemented in September 2006 a Long-Term Care Insurance Plan for the
directors of the Bank and for Messrs. Gardner and Wilcox.  The non-employee directors may elect not to participate in
the insurance plan.  For those who opt out, the amount of the insurance premium, up to $4,000 annually, will be
recorded each month to their deferred compensation account with interest or is applied toward health insurance
benefits if so elected.  See “Deferred Compensation Plan” below.  The aggregate plan premium expense for 2012 was
$14,378.

Aggregate Director Compensation in 2012.  In accordance with applicable SEC rules and regulations, the following
table reports all compensation the Company paid during 2012 to its non-employee directors.

2012 DIRECTOR COMPENSATION

Name (4)

Fees
Earned or

Paid in
Cash
 ($)

Stock
 Awards

 ($)

Option
 Awards
 ($)(2)

Non-Equity
Incentive

Plan
Compensation

($)

Change in
Nonqualified

Deferred
Compensation

Earnings
 ($)(3)

All Other
Compensation

($)
Total
 ($)

Kenneth A.
Boudreau (1) 30,000 - 6,753 - 5,025 - 41,778
Joseph L. Garrett 25,000 - 6,753 - - - 31,753
John D. Goddard 30,000 - 6,753 - 1,132 - 37,885
David L. Hardin
* 5,000 - - - 5,000
Jeff C. Jones 33,500 - 6,753 - 1,132 - 41,385
Michael L.
McKennon (1) 32,000 - 6,753 - 5,505 - 44,258

21,000 - 6,753 - - - 27,753
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Ronald G.
Skipper **
Total 176,500 - 40,518 - 12,794 - 229,812

* Mr. Hardin resigned from the Boards of
Directors of the Company and the Bank
effective March 8, 2012.
** Mr. Skipper retired from the Boards of Directors of the Company and the Bank effective July 26, 2012. None of
the options granted in 2012 to Mr. Skipper were vested at the time of his retirement and were therefore forfeit.
_________________________________________

(1)  Mr. McKennon started deferring a portion of his fees for service on the Bank’s board of directors in September
2006.  Mr. Boudreau started deferring a portion of his fees for service on the Bank’s board of directors in January
2008.  The deferment program allows a director to defer his or her normal monthly Board fees into an account
that earns the rate of prime plus one percent.  At December 31, 2012, Mr. McKennon had deferred $128,000 of
fees and had earned $7,025 on that deferment and Mr. Boudreau had deferred $120,000 of fees and had earned
$5,702 on that deferment.

(2)  The value of options granted in 2012 was determined based upon the aggregate grant date fair value as computed
pursuant to FASB ASC Topic 718.  Refer to Note 13 to the Consolidated Financial Statements in our Annual
Report on Form 10-K for the year ended December 31, 2012 for a discussion of the assumptions underlying the
option award valuations.

(3)  Represents the above market earnings in fiscal year 2012.  Above market earnings represent earnings greater than
120% of the 10-year Treasury Note during 2012.

(4)  As of December 31, 2012, each of the non-employee directors held options to purchase the Company’s common
stock as follows:  Mr. Boudreau – 18,500; Mr. Garrett – 2,500; Mr. Goddard – 29,500; Mr. Jones – 18,500; and Mr.
McKennon – 26,500.

Deferred Compensation Plan

The Bank created a Directors’ Deferred Compensation Plan in September 2006 which allows non-employee directors
to defer Board of Directors’ fees and provides for additional contributions from any opt-out portion of the Long-Term
Care Insurance Plan.  See “Long-Term Care Insurance Plan” under “Executive Compensation” below.  The deferred
compensation is credited with interest by the Bank at prime plus one percent and the accrued liability is payable upon
retirement or resignation.  The Directors’ Deferred Compensation Plan is unfunded.  The Company is under no
obligation to make matching contributions to the Directors’ Deferred Compensation Plan.  As of December 31, 2012,
the unfunded liability for the plan was $268,727 and the interest expense for 2012 was $10,104.  The table below
shows the totals for the Deferred Compensation Plan contributions and earnings for the year ended December 31,
2012.

2012 NONQUALIFIED DIRECTOR DEFERRED COMPENSATION
Name Aggregate

Balance at
Fiscal

Year-End
Prior to

Last Fiscal

Director
Contributions
in Last Fiscal

Year ($)

Long-Term
Care

Insurance
Plan Opt Out
Contributions
in Last Fiscal

Aggregate
Earnings
in Last
Fiscal

Year ($)

Aggregate
Withdrawls/
Distributions

($)

Aggregate
Balance at
Last Fiscal
Year-End

($)

Edgar Filing: GOLDMAN SACHS GROUP INC - Form FWP

24



Year-End
($)

Year ($)

Kenneth A. Boudreau 104,678 24,000 - 5,025 - 133,703
Joseph L. Garrett - - - - - -
John D. Goddard 24,249 - 4,000 1,132 - 29,381
David L. Hardin * - - - - - -
Jeff C. Jones 24,249 - 4,000 1,132 - 29,381
Michael L. McKennon 115,043 24,000 1,498 5,505 - 146,046
Ronald G. Skipper ** - - - - - -
Total 268,219 48,000 9,498 12,794 - 338,511

* Mr. Hardin resigned from the Boards of Directors of the
Company and the Bank effective March 8, 2012.
** Mr. Skipper retired from the Boards of Directors of the Company and the Bank effective July 26,
2012.

EXECUTIVE COMPENSATION

Compensation Discussion and Analysis 

The following discussion and analysis of compensation arrangements of our Named Executive Officers for 2012,
which we refer to as the “CD&A”, should be read together with the compensation tables and related disclosures set forth
below.  This discussion contains forward-looking statements that are based on our current plans, considerations,
expectations and determinations regarding future compensation programs.  The Compensation Committee may adopt
from time to time additional compensation arrangements or modify current compensation arrangements with our
Named Executive Officers based upon its evaluation of the need for such modifications to achieve the objectives of
our compensation program discussed below.

In 2012, the Bank held a stockholder advisory vote on the compensation of its Named Executive Officers, also
referred to as a say-on-pay vote.  The Bank’s stockholders approved the compensation of the Named Executive
Officers with 97.6% of stockholder votes cast in favor of the say-on-pay advisory vote.  As the Compensation
Committee evaluated its compensation policies and overall objectives for 2013, it took into consideration the strong
support of the stockholders.  As a result, the Compensation Committee decided to retain the general approach and
structure of the Bank’s executive compensation program.

Compensation Philosophy and Objectives, and Process for Making Compensation Decisions

This CD&A provides an overview and analysis of our compensation program and policies, the material decisions we
have made under those programs and policies with respect to our Named Executive Officers, and the material factors
we considered in making those decisions.  We discuss within this CD&A the various elements included in executive
compensation and how we determined those elements.  We also discuss the roles of the Compensation Committee and
our CEO in this process.
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We believe that the most effective executive compensation program is one that enables us to attract, retain and
motivate our Named Executive Officers to achieve the Company’s long-term strategic goals and enhance long-term
stockholder value.  We intend for our compensation program to align executives’ interests with those of the
stockholders by rewarding performance for implementing the Company’s various strategies, with the ultimate goal of
improving long-term stockholder value.  We evaluate both performance and compensation to ensure that we maintain
our ability to attract and retain employees in key positions, and to ensure that compensation provided to key
employees keeps these employees focused on franchise value creation.

Periodically we review executive compensation among our peers, generally covering the twenty-fifth, fiftieth and
seventy-fifth percentile figures.  We do not target a specific level of compensation percentile, as we factor in each
executive's roles, responsibilities, performance and experience, as well as corporate performance and other factors
necessary to attract, motivate, retain and reward such individuals.

The mix of pay elements allows our Compensation Committee to use both cash (base pay and discretionary annual
cash incentives) and equity (stock options) to encourage and motivate executives to achieve both the short-term and
long-term business objectives of the Company.  The Compensation Committee reviews the Company and individual
performance each year using a broad range of performance metrics in order to arrive at a level of discretionary annual
cash incentives for each officer which reflect performance for that year, which the Compensation Committee believes
allows for substantial flexibility and a comprehensive approach to compensation management.  The Compensation
Committee also determines whether equity awards should be awarded in any given year when considering outstanding
awards, the availability of awards, Company performance, individual performance, the overall risk profile of the
compensation arrangements, and the alignment of executive officer pay with long-term stockholder returns.  A
substantial portion of potential Named Executive Officer compensation is performance-based and in the form of short
and long-term incentives.

Our Compensation Committee believes that this approach provides the flexibility necessary to reward executives
based on potentially very different economic environments while pursuing our business and strategic objectives.

Our Named Executive Officers for 2012 consisted of Steven R. Gardner, our CEO, Kent J. Smith, our CFO, Eddie
Wilcox, our COO, and Mike Karr, our CCO.  We refer to Messrs. Gardner, Smith, Wilcox, and Karr in this Proxy
Statement as our Named Executive Officers.

Roles of the Compensation Committee and Compensation Consultants

The Compensation Committee reviews and makes decisions with respect to salaries, cash incentives, equity incentives
and employee benefits for our Named Executive Officers.  The Compensation Committee has the authority to engage
consultants as necessary and to request other information as needed to fairly measure, monitor and control the overall
compensation of the Named Executive Officers.  During 2012, the Compensation Committee engaged Pearl Meyer &
Partners (“PM&P”), a consulting firm specializing in compensation program design and evaluation, and significant
experience in the financial services industry, to assist in establishing targeted aggregate levels and components of
executive compensation.  PM&P performed studies of compensation for executive officers at comparable peer group
publicly-traded financial institutions to assist the Compensation Committee in evaluating and determining appropriate
market-level compensation.

The 2012 compensation data were developed by PM&P from public filings by selected peer banks, which the
Compensation Committee considers appropriate comparators for the purposes of developing executive compensation
benchmarks.  Peer banks were selected based on size (total assets), location (California), loan portfolio and
commercial banking focus.  The results of the PM&P studies provided the Compensation Committee with context for
determining the total compensation for our Named Executive Officers for 2012 and 2013.

The following banking institutions comprised the peer group for the PM&P study:
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-Bank of
Marin
Bancorp

-BofI
Holding,
Inc.

-Bridge
Capital
Holdings

-California
United Bank

- Central
Valley
Community
Bancorp

-Farmers &
Merchants
Bancorp

-First
California
Financial
Group, Inc.

-First
Northern
Community
Bancorp

-First
PacTrust
Bancorp

-FNB
Bancorp

-Heritage
Commerce
Corp

-Kaiser
Federal
Financial
Group, Inc.

-Pacific
Mercantile
Bancorp

-Preferred
Bank

-Provident
Financial
Holdings,
Inc.

-Sierra
Bancorp

-TriCo
Bancshares

The Compensation Committee independently evaluated the various components and levels of compensation for CEOs
and CFOs within the peer group focusing on base salary, annual incentive (bonus) and equity compensation as well as
benefits and retirement plans.  Based on the Committee’s independent evaluation, findings included in PM&P’s
analysis, and the recommendations of the CEO (in the case of the CFO, COO and CCO), the Compensation
Committee established compensation levels for our Named Executive Officers.  These established levels included
parameters of base salaries, annual cash incentives, equity incentive awards, retirement plans and other benefits, and
other executive benefits (including perquisites) that were appropriate for the Named Executive Officers and in
alignment with our compensation philosophy.

Role of Executive Officers in Compensation Decisions

The Compensation Committee makes the compensation decisions for the Named Executive Officers as set forth in the
Summary Compensation Table below.  The CEO reviews the performance of the CFO, COO, and CCO annually and
makes recommendations on salary adjustments and annual award amounts, which are presented to the Compensation
Committee.  The Compensation Committee then exercises its discretion and modifies any recommendations,
adjustments, or awards to the CFO, COO, and CCO, to align any such adjustment or award with the overall
compensation philosophies of the Company.

Key Features of our Executive Compensation Plans.
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    The Compensation Committee believes that our executive compensation program includes key features that align
the interests of the Named Executive Officers and our long-term strategic goals with stockholders and does not
include features that could misalign their interests.

● Named Executive Officer pay is aligned with performance:

    ● Officer pay reflects performance achieved in financial
results (through the discretionary annual cash bonus plan
and equity awards)

● Compensation is targeted to the market:

    ● Total compensation opportunities are similar to those of
our peer companies, which are similar in size

● A significant portion of pay is tied to incentives:

● The Company provides both annual cash incentive
opportunities as well as equity awards to motivate
performance

● Compensation Committee has flexibility on compensation
decisions:

● The Compensation Committee retains flexibility in the
discretionary annual cash incentive and determination of
equity awards to reflect Company and individual
performance

● Annual incentives are capped:

● Named Executive Officers are limited in the amount of
annual cash incentive they can receive in accordance with
their employment agreements

● Compensation is balanced:

● The compensation program provides a mix of fixed
compensation and short- and long-term variable
compensation to mitigate excessive risk taking behavior

● Limited benefits and perquisites are provided

● No tax gross-ups are provided

● No option repricing without stockholder approval is
allowed

● No hedging of Company stock is allowed

● No pledging of Company stock is allowed

● Stock ownership guidelines encourage ownership:

● The CEO must own the amount of shares of common
stock at least equal to three times his salary and directors
must own the amount of shares of common stock at least
equal to five times their retainers

Elements of Compensation.

For fiscal year ended December 31, 2012, the principal elements of compensation for the Named Executive Officers
were:

●  Base salary;
●  Annual discretionary cash incentive awards;

●  Long-term equity incentive awards,
●  Retirement plans and other benefits; and
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●  Other executive benefits, such as perquisites and severance benefits.

Base Salary

The Company provides the Named Executive Officers and all other employees with base salary to compensate them
for services rendered during the fiscal year.  Base salary ranges for the Named Executive Officers are determined by
using market assessments and internal evaluations for each executive based on his position, experience, anticipated
contributions and responsibilities.

As part of its review of base salaries for the Named Executive Officers, the Compensation Committee considers:

●  market data provided by public proxy information which may be confirmed or reviewed by independent sources;
●  scope of the roles, duties and responsibilities of the executive and the impact these duties have on both the
short and long term performance of the Company; and

●  individual performance of the executive and Company performance.

Except as determined by the terms of the employment agreements with our Named Executive Officers, salary levels
are typically reviewed annually as part of the Company’s performance review process as well as upon a promotion or
other change in job responsibility.

The following table reflects base salaries increases approved by the Compensation Committee during 2012:

Name Title 2012 2013 %
Change

Steven
R.

Gardner

President
and

Chief
Executive

Officer

$415,000$445,000 7.2%

Kent J.
Smith

Executive
Vice

President
and

Chief
Financial
Officer

$205,000$225,000 9.8%

Eddie
Wilcox

Executive
Vice

President
and

Chief
Operating
Officer*

$235,000$245,000 4.3%

Mike
Karr

Executive
Vice

President
and

Chief
Credit
Officer

$195,000$208,000 6.7%

Edgar Filing: GOLDMAN SACHS GROUP INC - Form FWP

29



_________
*Mr. Wilcox served as Chief Banking Officer prior to his promotion to Chief Operating Officer in March 2013.

Incentive Compensation

The Company’s incentive compensation is designed to provide cash (short-term) and equity-based (long-term)
incentive compensation to:

●  promote high performance on a risk adjusted basis and achievement of the our strategic plans by our Named
Executive Officers and key employees;

●  encourage the growth of stockholder value; and
●  allow key employees to participate as an equity stockholder in the long-term growth and profitability of the
Company.

Annual Incentive Cash Awards.  The Compensation Committee oversees establishment of annual discretionary
incentive cash awards that are designed to motivate short-term performance and retain talent.  In 2012, the
Compensation Committee focused on both the Company’s performance compared to select peer banks performance, as
well as the Named Executive Officers’ performance in light of the key areas of implementation of the strategic plan
such as new business account acquisition, new relationship account growth, core deposit growth, loan portfolio
diversification, loan quality, as well as the overall risk mitigation and management practices.

The Compensation Committee analyzed the Bank’s financial performance compared to the Company’s 2012 budget and
financial forecast and the peer banks and referenced the increasingly challenging environment for financial
institutions.

When determining the Named Executive Officers’ discretionary cash awards, the Compensation Committee also took
into consideration all components of compensation including the Named Executive Officer’s use of a Company owned
vehicle or vehicle allowance, the payment of his life insurance premium, health benefits, Salary Continuation Plan, if
applicable, and total cash compensation.

Based on its analysis, the Compensation Committee approved the following discretionary incentive cash awards for
the Named Executive Officers for 2012, which were paid in January 2013, in the amount of $249,000 for the CEO,
$92,250 for the CFO, $105,750 for the COO, and $87,750 for CCO.  These amounts, as a percentage of salary, were
below the median of targeted incentives for the peer companies which did not participate in TARP.  Over the past
several years, discretionary incentive cash awards (as a percentage of salary) have varied between 10-25% of salary
for the executive vice president and senior vice president positions, and between 15%-45% for the CEO.  In the case
of all of the Named Executive Officers, the discretionary incentive cash awards cannot exceed 100% of their base
salary per their employment agreements effective in 2011.

Long-Term Equity Incentive Awards.  In 2012, the Company’s stockholders approved the 2012 Long-Term Incentive
Plan, under which the Company is permitted to grant stock options, restricted stock, and stock appreciation rights. 
Eligible participants include all officers, employees, directors, consultants and independent contractors of the
Company and our subsidiaries, as determined by the Compensation Committee.  Subject to adjustment as provided in
the 2012 Long-Term Incentive Plan, the number of shares of common stock that may be issued or transferred shall not
in the aggregate exceed 620,000.  The options and restricted stock that the Company awards to the Named Executive
Officers vest in equal thirds over three years on each anniversary of the date of grant, subject to earlier vesting on
termination of service in certain circumstances.  All awards are made based on the closing market price of the
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Company’s common stock on the date of grant.  As of December 31, 2012, 430,000 shares of the Company’s common
stock remain available for issuance under the 2012 Long-Term Incentive Plan.

We also maintain the 2004 Long-Term Incentive Plan, under which we are permitted to grant incentive stock options,
restricted stock grants and stock appreciation rights.  As of December 31, 2012, 28,605 shares of the Company’s
common stock remain available for issuance under the 2004 Long-Term Incentive Plan.

The Compensation Committee believes it is important that the Named Executive Officers’ and employees’ interests are
aligned with stockholders and to provide long term incentive to achieve the Company’s goals and attract and retain
talented executive officers.  The 2012 Long-Term Incentive Plan is intended to promote the long-term interests of the
Company and its stockholders by providing a broad based group of employees, officers, directors, consultants and
independent contractors with equity-based incentives and rewards to encourage them to enter into and continue in the
employ of the Company.  The equity-based incentives and rewards provided under the 2012 Long-Term Incentive
Plan also give recipients a proprietary interest in the long-term success of the Company, thereby aligning their
interests with those of the Company’s stockholders.

The Company continues to believe that the use of stock options encourages alignment of interests, and, based on the
levels provided, allows for a balanced mix of short and long-term incentive opportunities to mitigate any
compensation risk.  In June 2012, stock options were awarded to Named Executive Officers and directors.  The
Named Executive Officer awards on June 5, 2012 were:

Name Title # of
Options

Strike
Price

Steven R.
Gardner

President and
Chief

Executive
Officer

100,000 $7.87

Kent J.
Smith

Executive
Vice

President and
Chief

Financial
Officer

25,000 $7.87

Eddie
Wilcox

Executive
Vice

President and
Chief

Operating
Officer*

25,000 $7.87

Mike
Karr

Executive
Vice

President and
Chief Credit

Officer

25,000 $7.87

    _________
*Mr. Wilcox was promoted to Chief Operating Officer in March 2013.

Retirement Plans and Other Benefits

Edgar Filing: GOLDMAN SACHS GROUP INC - Form FWP

31



    The Bank provides one tax-qualified, broad-based Employee Savings Plan (the “401(k) Plan”) to all employees and
management of the Bank.  Under the 401(k) Plan, employees may contribute from 1% to 50% of their
compensation.  In 2012, the Bank matched 100% of contributions for the first three percent contributed and 50% on
the next two percent contributed.  The amounts of contributions made to the 401(k) Plan by the Bank were $259,600
for the year ended December 31, 2012, for all employees of the Bank and $45,732 to the Named Executive
Officers.  See “All Other Compensation” below.

In addition, the Bank implemented in 2006 a non-qualified supplemental retirement plan (the “Salary Continuation
Plan”) for the CEO and other then current executive officers.  The Salary Continuation Plan is an unfunded plan and
the Company is under no obligation to fund the Salary Continuation Plan.  See “Salary Continuation Plan” under
“Nonqualified Deferred Compensation” below.

Also in September 2006, the Bank implemented a Long-Term Care Insurance Plan for the Named Executive Officers
at the time.  The 2012 expense for this plan for the CEO and COO in the aggregate was $3,969.  See “Long-Term Care
Insurance Plan” under “Nonqualified Deferred Compensation” below.

Additionally, the Company provides Mr. Gardner, per his employee agreement, a life insurance policy in the amount
of $1.5 million and a short-term disability policy.  See “All Other Compensation” below.

Perquisites and Other Personal Benefits

 The Company provides perquisites and other personal benefits that the Company and the Compensation Committee
believe are reasonable and consistent with the Company’s overall compensation objectives of attracting and retaining
superior employees for key positions.  The Compensation Committee annually reviews the levels of perquisites and
other personal benefits provided to the CEO, CFO, COO and CCO.

      Perquisites provided for the CEO, CFO, COO and CCO may include, but are not limited to, the use of Company
automobiles, auto allowance, travel and transportation accommodations, entertainment expenses, and participation in
the plans and programs described above.

Attributed costs of the perquisites received by the above individuals for the fiscal year 2012 are included in the “All
Other Compensation” column and related footnotes of the “Summary Compensation Table” below.

Employment Agreements

Given the state of our industry and the Named Executive Officers’ leadership positions with the Company or the Bank,
the Company previously entered into employment agreements with the Named Executive Officers in 2011.  We
believe employment agreements serve a number of functions, including (1) retention of our Named Executive
Officers; (2) mitigation of any uncertainty about future employment and continuity of management in the event of a
change in control; and (3) protection of the Company and customers through confidentiality and non-solicitation
covenants.  Subsequent to the fiscal year-end, the Company amended employment agreements with the Named
Executive Officers.  A summary of the terms of each of the employment agreements include the following:

Gardner Employment Agreement.  Mr. Steven Gardner, the Company and the Bank entered into an Employment
Agreement dated January 1, 2011 (“Gardner Agreement”) that provides for the employment of Mr. Gardner as the
President and Chief Executive Officer of the Company and the Bank.  The Gardner Agreement has a term of three
(3) years and, on each annual anniversary date, the term automatically is extended for an additional one-year period by
the Company’s and the Bank’s Boards of Directors, unless Mr. Gardner, on the one hand, or the Company or the Bank,
on the other hand, gives written notice to the other party of its election not to extend the term of the Gardner
Agreement, with such notice to be given not less than ninety (90) days prior to any such anniversary date.  If such
notice is given by either party, then the Gardner Agreement will terminate at the conclusion of its remaining term.
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Pursuant to the Gardner Agreement, Mr. Gardner will receive a minimum base salary of $415,000 per year, which
may be increased from time to time in such amounts as may be determined by the Company’s and the Bank’s Boards of
Directors.  In addition, Mr. Gardner will be eligible for a discretionary performance bonus not to exceed 100% of his
base salary, based on his individual performance and the overall performance of the Company and the Bank, with
eligibility and the amount of any such bonus to be at the discretion of Compensation Committee of each of the
Company’s and the Bank’s Boards of Directors.  In addition, Mr. Gardner will receive the use of an automobile paid for
by the Company and the Bank.  Mr. Gardner also is entitled to participate in any pension, retirement or other benefit
plan or program given to employees and executives of the Company and the Bank, to the extent commensurate with
Mr. Gardner’s then duties and responsibilities as fixed by the Boards of Directors of the Company and the Bank.

Pursuant to the Gardner Agreement, the Company and the Bank have the right, at any time upon prior notice of
termination, to terminate Mr. Gardner’s employment for any reason, including, without limitation, termination for
“Cause” or “Disability” (each as defined in the Gardner Agreement), and Mr. Gardner has the right, upon prior notice of
termination, to terminate his employment with the Company and the Bank for any reason.

In the event that Mr. Gardner’s employment is terminated (a) by the Company and the Bank for other than Cause,
Disability, or Mr. Gardner’s death and such termination occurs within two (2) years following a “Change in Control” (as
defined in the Gardner Agreement) or (b) by Mr. Gardner due to a material breach of the Gardner Agreement by the
Company and the Bank, or for “Good Reason” (as defined in the Gardner Agreement), then Mr. Gardner will be entitled
to receive a lump sum a cash severance amount equal to Mr. Gardner’s base salary plus his incentive bonus for the
previous year as in effect immediately prior to the date of termination, multiplied by three (3) years, less taxes and
other required withholding. In the event that Mr. Gardner’s employment is terminated by the Company and the Bank
for other than Cause, Disability, or Mr. Gardner’s death and such termination does not occur in conjunction with a
Change in Control or two (2) years after a Change in Control, then Mr. Gardner will be entitled to receive a lump sum
cash severance amount equal to Mr. Gardner’s base salary as in effect immediately prior to the date of termination
multiplied by two (2) years, plus his incentive bonus for the previous year, less taxes and other required withholding.
In each case, Mr. Gardner also will be entitled to receive for a period ending at the earlier of (i) the third anniversary
of the date of termination or (ii) the date of his full-time employment by another employer, at no cost to him, the
continued participation in all group insurance, life insurance, health and accident, disability and other employee
benefit plans, programs and arrangements in which he was entitled to participate immediately prior to the date of
termination, other than any stock option or other stock compensation plans or bonus plans of the Company and the
Bank; provided, however, if his participation in any such plan, program or arrangement is barred, the Company and
the Bank will arrange to provide him with benefits substantially similar to those he was entitled to receive under such
plans, programs and arrangements.

If the payments and benefits to Mr. Gardner upon termination would constitute a “parachute payment” under
Section 280G of the Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”), the payments and
benefits payable by the Company and the Bank under the Gardner Agreement will be reduced, in the manner
determined by Mr. Gardner, by the amount, if any, which is the minimum necessary to result in no portion of the
payments and benefits payable by the Company and the Bank to Mr. Gardner being non-deductible to the Company
and the Bank pursuant to Section 280G of the Internal Revenue Code and subject to the excise tax imposed under
Section 4999 of the Internal Revenue Code.

In the event that Mr. Gardner’s employment is terminated by the Company and the Bank for Cause, or Mr. Gardner
terminates his employment other than for Disability or Good Reason, Mr. Gardner will have no right to compensation
or other benefits for any period after the applicable date of termination other than for base salary accrued through the
date of termination.  In the event that Mr. Gardner’s employment is terminated as a result of Disability or death during
the term of the Gardner Agreement, Mr. Gardner, or his estate in the event of his death, will receive the lesser of
(i) his existing base salary as in effect as of the date of termination or death, multiplied by one year or (ii) his base
salary for the duration of the term of employment.
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Mr. Gardner has agreed that during the term of his employment and after termination of his employment that he will
not disclose to any other person or entity, other than in the regular course of business of the Company and the Bank,
any “Confidential and Proprietary Information” (as defined in the Gardner Agreement), other than pursuant to applicable
law, regulation or subpoena or with the prior written consent of the Company and the Bank.  Mr. Gardner has agreed
that during the term of the Gardner Agreement and for two (2) years after the date of termination, he will not solicit
for hire or encourage another person to solicit for hire a “Covered Employee” (as defined in the Gardner Agreement).

The Gardner Agreement will not impact the benefits that Mr. Gardner is entitled to receive pursuant to the Salary
Continuation Plan.

Wilcox Employment Agreement.  Mr. Edward Wilcox, the Company and the Bank entered into an Employment
Agreement dated January 1, 2011 (“Wilcox Agreement”) that provides for the employment of Mr. Wilcox as the
Executive Vice President and Chief Operating Officer of the Company and the Bank.  The Wilcox Agreement has a
term of three (3) years, and, on each annual anniversary date, the term automatically is extended for an additional
one-year period by the Company’s and the Bank’s Boards of Directors, unless Mr. Wilcox, on the one hand, or the
Company or the Bank, on the other hand, gives written notice to the other party of its election not to extend the term
of the Wilcox Agreement, with such notice to be given not less than ninety (90) days prior to any such anniversary
date.  If such notice is given by either party, then the Wilcox Agreement will terminate at the conclusion of its
remaining term.

Pursuant to the Wilcox Agreement, Mr. Wilcox will receive a minimum base salary of $235,000 per year, which may
be increased from time to time in such amounts as may be determined by the Company’s and the Bank’s Boards of
Directors.  In addition, Mr. Wilcox will be eligible for a discretionary performance bonus not to exceed 100% of his
base salary, based on his individual performance and the overall performance of the Company and the Bank, with
eligibility and the amount of any such bonus to be at the discretion of the Compensation Committee of each of the
Company’s and Bank’s Boards of Directors.  Mr. Wilcox is also entitled to participate in any pension, retirement or
other benefit plan or program given to employees and executives of the Company and the Bank, to the extent
commensurate with Mr. Wilcox’s then duties and responsibilities as fixed by the Boards of Directors of the Company
and the Bank.

Pursuant to the Wilcox Agreement, the Company and the Bank have the right, at any time upon prior notice of
termination, to terminate Mr. Wilcox’s employment for any reason, including, without limitation, termination for
“Cause” or “Disability” (each as defined in the Wilcox Agreement), and Mr. Wilcox has the right, upon prior notice of
termination, to terminate his employment with the Company and the Bank for any reason.

In the event that Mr. Wilcox’s employment is terminated (a) by the Company and the Bank for other than Cause,
Disability, or Mr. Wilcox’s death and such termination occurs within two (2) years following a “Change in Control” (as
defined in the Wilcox Agreement) or (b) by Mr. Wilcox due to a material breach of the Wilcox Agreement by the
Company and the Bank, or for “Good Reason” (as defined in the Wilcox Agreement), then Mr. Wilcox will be entitled
to receive a lump sum cash severance amount equal to his base salary plus his incentive bonus for the previous year as
in effect immediately prior to the date of termination, less taxes and other required withholding. In the event that
Mr. Wilcox’s employment is terminated by the Company and the Bank for other than Cause, Disability, or
Mr. Wilcox’s death and such termination does not occur in conjunction with a Change in Control or two (2) years after
a Change in Control, then Mr. Wilcox will be entitled to receive a lump sum cash severance amount equal to his base
salary as in effect immediately prior to the date of termination, plus his incentive bonus for the previous year, less
taxes and other required withholding. In each case, Mr. Wilcox also will be entitled to receive for a period ending at
the earlier of (i) the third anniversary of the date of termination or (ii) the date of his full-time employment by another
employer, at no cost to him, the continued participation in all group insurance, life insurance, health and accident,
disability and other employee benefit plans, programs and arrangements in which he was entitled to participate
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immediately prior to the date of termination, other than any stock option or other stock compensation plans or bonus
plans of the Company and the Bank; provided, however, if his participation in any such plan, program or arrangement
is barred, the Company and the Bank will arrange to provide him with benefits substantially similar to those he was
entitled to receive under such plans, programs and arrangements.

If the payments and benefits to Mr. Wilcox upon termination would constitute a “parachute payment” under
Section 280G of the Internal Revenue Code, the payments and benefits payable by the Company and the Bank under
the Wilcox Agreement will be reduced, in the manner determined by Mr. Wilcox, by the amount, if any, which is the
minimum necessary to result in no portion of the payments and benefits payable by the Company and the Bank to
Mr. Wilcox being non-deductible to the Company and the Bank pursuant to Section 280G of the Internal Revenue
Code and subject to the excise tax imposed under Section 4999 of the Internal Revenue Code.

In the event that Mr. Wilcox’s employment is terminated by the Company and the Bank for Cause, or Mr. Wilcox
terminates his employment other than for Disability or Good Reason, Mr. Wilcox will have no right to compensation
or other benefits for any period after the applicable date of termination or death other than for base salary accrued
through the date of termination or death.  In the event that Mr. Wilcox’s employment is terminated as a result of
Disability or Mr. Wilcox’s death during the term of the Wilcox Agreement, Mr. Wilcox, or his estate in the event of his
death, will receive the lesser of (i) his existing base salary as in effect as of the date of termination or death, multiplied
by one year or (ii) his base salary for the duration of the term of employment.

Mr. Wilcox has agreed that during the term of his employment and after termination of his employment, he will not
disclose to any other person or entity, other than in the regular course of business of the Company and the Bank, any
“Confidential and Proprietary Information” (as defined in the Wilcox Agreement), other than pursuant to applicable law,
regulation or subpoena or with the prior written consent of the Company and the Bank.  Pursuant to the terms of the
Wilcox Agreement, Mr. Wilcox agreed that during the term of the Wilcox Agreement and for one (1) year after the
date of termination he will not solicit for hire or encourage another person to solicit for hire a “Covered Employee” (as
defined in the Wilcox Agreement).

Smith Employment Agreement.  Mr. Kent Smith, the Company and the Bank entered into an Employment Agreement
dated January 1, 2011 (“Smith Agreement”) that provides for the employment of Mr. Smith as the Executive Vice
President and Chief Financial Officer of the Company and the Bank.  The Smith Agreement has a term of three
(3) years, and, on each annual anniversary date, the term automatically is extended for an additional one-year period
by the Company’s and the Bank’s Boards of Directors, unless Mr. Smith, on the one hand, or the Company or the Bank,
on the other hand, gives written notice to the other party of its election not to extend the term of the Smith Agreement,
with such notice to be given not less than ninety (90) days prior to any such anniversary date.  If such notice is given
by either party, then the Smith Agreement will terminate at the conclusion of its remaining term.

Pursuant to the Smith Agreement, Mr. Smith will receive a minimum base salary of $205,000 per year, which may be
increased from time to time in such amounts as may be determined by the Company’s and the Bank’s Boards of
Directors.  In addition, Mr. Smith will be eligible for a discretionary performance bonus not to exceed 100% of his
base salary, based on his individual performance and the overall performance of the Company and the Bank, with
eligibility and the amount of any such bonus to be at the discretion of the Compensation Committee of each of the
Company’s and Bank’s Boards of Directors.  Mr. Smith is also entitled to participate in any pension, retirement or other
benefit plan or program given to employees and executives of the Company and the Bank, to the extent commensurate
with Mr. Smith’s then duties and responsibilities as fixed by the Boards of Directors of the Company and the Bank.

Pursuant to the Smith Agreement, the Company and the Bank have the right, at any time upon prior notice of
termination, to terminate Mr. Smith’s employment for any reason, including, without limitation, termination for “Cause”
or “Disability” (each as defined in the Smith Agreement), and Mr. Smith has the right, upon prior notice of termination,
to terminate his employment with the Bank for any reason.
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In the event that Mr. Smith’s employment is terminated (a) by the Company and the Bank for other than Cause,
Disability, or Mr. Smith’s death and such termination occurs within two (2) years following a “Change in Control” (as
defined in the Smith Agreement) or (b) by Mr. Smith due to a material breach of the Smith Agreement by the
Company and the Bank, or for “Good Reason” (as defined in the Smith Agreement), then Mr. Smith will be entitled to
receive a lump sum cash severance amount equal to his base salary plus his incentive bonus for the previous year as in
effect immediately prior to the date of termination, less taxes and other required withholding. In the event that
Mr. Smith’s employment is terminated by the Company and the Bank for other than Cause, Disability, or Mr. Smith’s
death and such termination does not occur in conjunction with a Change in Control or two (2) years after a Change in
Control, then Mr. Smith will be entitled to receive a lump sum cash severance amount equal to his base salary as in
effect immediately prior to the date of termination, plus his incentive bonus for the previous year, less taxes and other
required withholding. In each case, Mr. Smith also will be entitled to receive for a period ending at the earlier of
(i) the third anniversary of the date of termination or (ii) the date of his full-time employment by another employer, at
no cost to him, the continued participation in all group insurance, life insurance, health and accident, disability and
other employee benefit plans, programs and arrangements in which he was entitled to participate immediately prior to
the date of termination, other than any stock option or other stock compensation plans or bonus plans of the Company
and the Bank; provided, however, if his participation in any such plan, program or arrangement is barred, the
Company and the Bank will arrange to provide him with benefits substantially similar to those he was entitled to
receive under such plans, programs and arrangements.

If the payments and benefits to Mr. Smith upon termination would constitute a “parachute payment” under Section 280G
of the Internal Revenue Code, the payments and benefits payable by the Company and the Bank under the Smith
Agreement will be reduced, in the manner determined by Mr. Smith, by the amount, if any, which is the minimum
necessary to result in no portion of the payments and benefits payable by the Company and the Bank to Mr. Smith
being non-deductible to the Company and the Bank pursuant to Section 280G of the Internal Revenue Code and
subject to the excise tax imposed under Section 4999 of the Internal Revenue Code.

In the event that Mr. Smith’s employment is terminated by the Company and the Bank for Cause, or Mr. Smith
terminates his employment other than for Disability or Good Reason, Mr. Smith will have no right to compensation or
other benefits for any period after the applicable date of termination or death other than for base salary accrued
through the date of termination or death.  In the event that Mr. Smith’s employment is terminated as a result of
Disability or Mr. Smith’s death during the term of the Smith Agreement, Mr. Smith, or his estate in the event of his
death, will receive the lesser of (i) his existing base salary as in effect as of the date of termination or death, multiplied
by one year or (ii) his base salary for the duration of the term of employment.

Mr. Smith has agreed that during the term of his employment and after termination of his employment, he will not
disclose to any other person or entity, other than in the regular course of business of the Company and the Bank, any
“Confidential and Proprietary Information” (as defined in the Smith Agreement), other than pursuant to applicable law,
regulation or subpoena or with the prior written consent of the Company and the Bank.  Pursuant to the terms of the
Smith Agreement, Mr. Smith has agreed that during the term of the Smith Agreement and for one (1) year after the
date of termination he will not solicit for hire or encourage another person to solicit for hire a “Covered Employee” (as
defined in the Smith Agreement).

Karr Employment Agreement.  Mr. Michael Karr, the Company and the Bank entered into an Employment Agreement
dated January 1, 2011 (“Karr Agreement”) that provides for the employment of Mr. Karr as the Executive Vice
President and Chief Credit Officer of the Company and the Bank.  The Karr Agreement has a term of three (3) years,
and, on each annual anniversary date, the term automatically is extended for an additional one-year period by the
Company’s and the Bank’s Boards of Directors, unless Mr. Karr, on the one hand, or the Company or the Bank, on the
other hand, gives written notice to the other party of its election not to extend the term of the Karr Agreement, with
such notice to be given not less than ninety (90) days prior to any such anniversary date.  If such notice is given by
either party, then the Karr Agreement will terminate at the conclusion of its remaining term.
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Pursuant to the Karr Agreement, Mr. Karr will receive a minimum base salary of $195,000 per year, which may be
increased from time to time in such amounts as may be determined by the Company’s and the Bank’s Boards of
Directors.  In addition, Mr. Karr will be eligible for a discretionary performance bonus not to exceed 100% of his base
salary, based on his individual performance and the overall performance of the Company and the Bank, with
eligibility and the amount of any such bonus to be at the discretion of the Compensation Committee of each of the
Company’s and Bank’s Boards of Directors.  Mr. Karr is also entitled to participate in any pension, retirement or other
benefit plan or program given to employees and executives of the Company and the Bank, to the extent commensurate
with Mr. Karr’s then duties and responsibilities as fixed by the Boards of Directors of the Company and the Bank.

Pursuant to the Karr Agreement, the Company and the Bank have the right, at any time upon prior notice of
termination, to terminate Mr. Karr’s employment for any reason, including, without limitation, termination for “Cause”
or “Disability” (each as defined in the Karr Agreement), and Mr. Karr has the right, upon prior notice of termination, to
terminate his employment with the Bank for any reason.

In the event that Mr. Karr’s employment is terminated (a) by the Company and the Bank for other than Cause,
Disability, or Mr. Karr’s death and such termination occurs within two (2) years following a “Change in Control” (as
defined in the Karr Agreement) or (b) by Mr. Karr due to a material breach of the Karr Agreement by the Company
and the Bank, or for “Good Reason” (as defined in the Karr Agreement), then Mr. Karr will be entitled to receive a lump
sum cash severance amount equal to his base salary plus his incentive bonus for the previous year as in effect
immediately prior to the date of termination, less taxes and other required withholding. In the event that Mr. Karr’s
employment is terminated by the Company and the Bank for other than Cause, Disability, or Mr. Karr’s death and such
termination does not occur in conjunction with a Change in Control or two (2) years after a Change in Control, then
Mr. Karr will be entitled to receive a lump sum cash severance amount equal to his base salary as in effect
immediately prior to the date of termination, plus his incentive bonus for the previous year, less taxes and other
required withholding. In each case, Mr. Karr also will be entitled to receive for a period ending at the earlier of (i) the
third anniversary of the date of termination or (ii) the date of his full-time employment by another employer, at no cost
to Mr. Karr, the continued participation in all group insurance, life insurance, health and accident, disability and other
employee benefit plans, programs and arrangements in which he was entitled to participate immediately prior to the
date of termination, other than any stock option or other stock compensation plans or bonus plans of the Company and
the Bank; provided, however, if his participation in any such plan, program or arrangement is barred, the Company
and the Bank will arrange to provide him with benefits substantially similar to those he was entitled to receive under
such plans, programs and arrangements.

If the payments and benefits to Mr. Karr upon termination would constitute a “parachute payment” under Section 280G
of the Internal Revenue Code, the payments and benefits payable by the Company and the Bank under the Karr
Agreement will be reduced, in the manner determined by Mr. Karr, by the amount, if any, which is the minimum
necessary to result in no portion of the payments and benefits payable by the Company and the Bank to Mr. Karr
being non-deductible to the Company and the Bank pursuant to Section 280G of the Internal Revenue Code and
subject to the excise tax imposed under Section 4999 of the Internal Revenue Code.

In the event that Mr. Karr’s employment is terminated by the Company and the Bank for Cause, or Mr. Karr terminates
his employment other than for Disability or Good Reason, Mr. Karr will have no right to compensation or other
benefits for any period after the applicable date of termination or death other than for base salary accrued through the
date of termination or death.  In the event that Mr. Karr’s employment is terminated as a result of Disability or
Mr. Karr’s death during the term of the Karr Agreement, Mr. Karr, or his estate in the event of his death, will receive
the lesser of (i) his existing base salary as in effect as of the date of termination or death, multiplied by one year or
(ii) his base salary for the duration of the term of employment.

Mr. Karr has agreed that during the term of his employment and after termination of his employment, he will not
disclose to any other person or entity, other than in the regular course of business of the Company and the Bank, any
“Confidential and Proprietary Information” (as defined in the Karr Agreement), other than pursuant to applicable law,
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regulation or subpoena or with the prior written consent of the Company and the Bank.  Pursuant to the terms of the
Karr Agreement, Mr. Karr has agreed that during the term of the Karr Agreement and for one (1) year after the date of
termination he will not solicit for hire or encourage another person to solicit for hire a “Covered Employee” (as defined
in the Karr Agreement).

Salary Continuation Plan

As more fully discussed in “Salary Continuation Plan” under “Nonqualified Deferred Compensation” below, we have
established a Salary Continuation Plan for our CEO that provides for certain annual benefits for him following his
retirement from the Company, and that provides for the acceleration of his benefits upon his termination due to a
change-in-control, as that term is defined in the plan.

Administration of the Company’s Compensation Program

The Company monitors its compensation program through the Compensation Committee.  The Compensation
Committee ensures that the total compensation paid to the Company’s Named Executive Officers are appropriate given
the Company’s compensation goals and philosophies, as well as the skill sets and abilities of each individual
recipient.  The Company, through the Compensation Committee, endeavors to ensure that that the compensation and
benefits of the Named Executive Officers are appropriate as compared to similar executive officers within the banking
industry.

The Compensation Committee’s responsibilities are to:

●  establish the base salary, incentive compensation and any other compensation for the Company’s CEO and; review
and approve the base salary, incentive compensation and other compensation for the CFO, the COO and the CCO in
consultation with the Company’s CEO;

●  monitor the Company’s management incentive and equity-based compensation plans, retirement and benefit plans
and discharge the duties imposed on the Compensation Committee by the terms of those plans; and

●  perform other functions or duties deemed appropriate by the Board.

Compensation decisions for our Named Executive Officers and the non-employee directors are made by the
Compensation Committee.

Accounting and Tax Considerations - Equity-Based Compensation

The Compensation Committee also considers the tax and accounting treatment of the various components of
compensation, and although these considerations do not generally drive its decisions, the Compensation Committee
generally strives to put the Company in the best position with respect to tax and accounting treatment.  In particular,
the Compensation Committee attempts to ensure that compensation to Named Executive Officers is deductible under
Section 162(m) of the Internal Revenue Code, although the Compensation Committee has reserved the right to
provide compensation to Named Executive Officers that is not deductible for income tax purposes as circumstances
warrant.

Hedging/Pledging Policy

The Company considers it inappropriate for any director or officer to enter into speculative transactions in the
Company’s securities.  The Company’s insider trading policy prohibits the purchase or sale of puts, calls, options, or
other derivative securities based on the Company’s securities.  This prohibition also includes hedging or monetization
transactions, such as forward sale contracts, in which the stockholder continues to own the underlying security without
all the risks or rewards of ownership.  Finally, directors, officers, and other employees may not purchase the
Company’s securities on margin, or borrow against any account in which Company securities are held.  The
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prohibitions do not apply to the exercise of stock options granted as part of a Company incentive plan.

Stock Ownership Guideline for the CEO

The Board of Directors has adopted a stock ownership guideline for the CEO as of March 28, 2012.  The guidelines
require that the CEO own shares of common stock having a value of at least three times base salary, to be achieved
over a five year period from the adoption of the guideline.  At December 31, 2012, the CEO was in compliance with
the established ownership guidelines.

Compensation Committee Report 

The Compensation Committee of the Board of Directors has reviewed and discussed the CD&A set forth in this Proxy
Statement with management.  Based on this review and discussion, the Compensation Committee has recommended
to the Board that the CD&A be included in this Proxy Statement.

Compensation Policies and Programs and Risk Management 

The Compensation Committee views the Company’s compensation program with a long-term focus.  The greatest
amount of compensation can be achieved over long periods of time through sustained excellent performance.  We
believe our compensation policies and programs provide a balanced mix of cash and equity, annual and longer-term
incentives, and performance metrics that mitigate excessive risk-taking that could harm our value or reward poor
judgment by our Named Executive Officers.  In addition, the Compensation Committee, with the assistance of the
CEO, establishes goals and objectives with a mix of quantitative and qualitative performance elements in order to
avoid excessive weight on one performance measure.  The Compensation Committee retains discretion in making
final award determinations under its program so as to take into account changing market conditions, which allows our
executives to focus on the long-term health of our Company rather than an “all or nothing” approach to achieving
short-term goals.

Summary Compensation Table 

The Named Executive Officers for 2012 consisted of Steven R. Gardner, our President and CEO, Kent J. Smith, our
Executive Vice President and CFO, Eddie Wilcox, our Executive Vice President and COO, and Mike Karr, our
Executive Vice President and CCO.  The following table shows the compensation of the Named Executive Officers
for services to the Company or the Bank during the years ended December 31, 2012, 2011 and 2010.

SUMMARY COMPENSATION TABLE

Name and
Principal
Position Year

Salary
($)

Bonus
 ($) (1)

Stock
 Awards

 ($)
(2)

Option
Awards

($) (3)(4)

Non-Equity
Incentive

Plan
Compensation

($) (5)

Change
in

Nonqualified
Deferred

Compensation
Earnings

($)

All
Other

Compensation
($) (6)

Total
($)
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Steven R.
Gardner 2012 415,000 249,000 - 270,119 74,250 - 32,855 1,041,224
President
and 2011 415,000 186,750 - 17,361 70,262 - 27,167 716,540
Chief
Executive
Officer 2010 375,000 168,750 - - 66,098 - 35,206 645,054

Kent Smith2012 195,000 92,250 - 67,530 - - 27,899 382,679
Executive
Vice
President
and 2011 195,000 48,750 - 6,944 - - 12,250 262,944
Chief
Financial
Officer 2010 175,000 21,875 - - - - 14,918 211,793

Eddie
Wilcox * 2012 225,000 105,750 - 67,530 - - 22,095 420,375
Executive
Vice
President
and 2011 225,000 75,000 - 6,944 - - 19,198 326,142
Chief
Operating
Officer 2010 215,000 53,750 - - - - 21,427 290,177

Mike Karr 2012 195,000 87,750 - 67,530 - - 22,660 372,940
Executive
Vice
President
and 2011 195,000 48,750 - 6,944 - - 11,622 262,316
Chief
Credit
Officer 2010 185,000 27,750 - - - - 21,927 234,677

* Mr. Wilcox served as Chief Banking Officer prior to his
promotion to COO in March 2013.

(1)  Discretionary incentive cash awards earned in 2010 were paid in 2011, with the exception of Mr. Karr who
received his discretionary cash incentive for 2010 in December of 2010; Discretionary incentive cash awards
earned in 2011 were paid in 2012, and Discretionary incentive cash awards earned in 2012 were paid in 2013,
with the exception of Messrs. Gardner and Karr who received their discretionary incentive cash in December of
2012.

(2)  There were no stock awards granted in 2010, 2011 or 2012.

(3)  Option awards include options that were awarded on June 5, 2012 at a grant price of $7.87 per share.  Mr.
Gardner was awarded options to purchase a total of 100,000 shares of common stock in 2012, and Messrs. Smith,
Wilcox, and Karr were each awarded options to purchase a total of 25,000 shares of common stock in 2012.
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(4)  The value of options granted in 2012 was determined based upon the aggregate grant date fair value as computed
pursuant to FASB ASC Topic 718.  “Refer to Note 13 to the Consolidated Financial Statements in our Annual
Report on Form 10-K for the year ended December 31, 2012 for a discussion of the assumptions underlying the
option award valuations.

(5)  Non-equity Incentive Plan Compensation included amounts as described in “Salary Continuation Plan” below.

(6)  All Other Compensation is described in the section “All Other Compensation” below.

Stock Awards 

The Company made no awards of stock in 2012.

Option Awards 

In 2012, the Company granted options to purchase 187,500 shares of common stock to its directors, executives and
key employees.  All options granted in 2012 were valued based on the aggregate grant date fair value of the award
determined pursuant to FAS 123R with the following assumptions:

Assumptions
Number Grant Fair Market

Grant of Options Price Dividend Risk Free Expected Value at Grant
Date Granted Per Share Yield Volatility Rate Life (Years) Per Share

6/5/2012          187,500  $      7.87 -- 23.14% 1.57%         10.00  $                     2.70

Non-Equity Incentive Plan Compensation 

The Company’s non-equity incentive plan compensation consists solely of discretionary cash bonuses paid to the
Named Executive Officers as described in “Annual Incentive Cash Awards” above.  In the case of all of the Named
Executive Officers, the non-equity incentive compensation cannot exceed 100% of their base salary per their
employment agreements effective in 2011.

All Other Compensation 

The amount of All Other Compensation reported for each Named Executive Officer in the Summary Compensation
Table above consisted of the following:
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ALL OTHER COMPENSATION

Name and
Principal
Position Year

401(k)
Contributions

($)
Auto

($) (1)

Group
Term
Life
($)

Other
Insurance

($)(2)
Total
 ($)

Steven R.
Gardner 2012 22,500 1,329 1,008 8,018 32,855
President
and Chief
Executive
Officer

Kent
Smith 2012 22,500 - 261 5,138 27,899
Executive
Vice
President
and
Chief
Financial
Officer

Eddie
Wilcox 2012 11,995 5,000 315 4,785 22,095
Executive
Vice
President
and
Chief
Operating
Officer

Mike Karr 2012 17,000 - 174 5,486 22,660
Executive
Vice
President
and
Chief
Credit
Officer

_________________

(1)  Mr. Gardner has the use of a Company-leased vehicle and this amount represents the personal use by Mr.
Gardner.  Mr. Wilcox received an annual auto allowance of $5,000.

(2)  Mr. Gardner is covered under a separate $1.5 million life insurance policy, for which the Bank pays $698.70
every six months.  The Bank pays for a Short Term Disability policy for Mr. Gardner which costs $1,728
annually.
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Grants of Plan-Based Awards in 2012 

Other than the grants of options to purchase shares of the Company’s common stock to directors, executives, and key
employees described above, the Company made no grants of plan-based awards in 2012.

Outstanding Equity Awards 

This table shows the equity awards that have been previously awarded to each of the Named Executive Officers and
which remained outstanding as of December 31, 2012.

2012 OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END
Option Awards

Name

Number
of

Securities
Underlying
Unexercised

Options
(#)

Exercisable

Number
of

Securities
Underlying
Unexercised

Options
(#)

Unexercisable

Equity
Incentive

Plan
Awards:

Number of
securities

Underlying
Unexercised

Unearned
Options (#)

Option
Exercise
Price ($)

Option
Expiration

Date

Steven R.
Gardner 25,000 - - $ 10.54 12/10/2013
President
and 75,000 - - $ 10.65 6/30/2014
Chief
Executive
Officer 25,000 - - $ 12.10 1/3/2017

25,000 - - $ 7.10 1/2/2018
35,000 - - $ 5.01 8/27/2018
5,000 - 3,334 $ 6.30 1/5/2021
100,000 - 100,000 $ 7.87 6/5/2022

Kent
Smith 2,000 - 1,334 $ 6.30 1/5/2021
Executive
Vice
President
and 25,000 - 25,000 $ 7.87 6/5/2022
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Chief
Financial
Officer

Eddie
Wilcox 10,000 - - $ 7.47 8/4/2013
Executive
Vice
President 5,000 - - $ 10.54 12/10/2013
and Chief
Operating
Officer 25,000 - - $ 10.65 6/30/2014

10,000 - - $ 12.10 1/3/2017
25,000 - - $ 7.10 1/2/2018
17,500 - - $ 5.01 8/27/2018
2,000 - 1,334 $ 6.30 1/5/2021
25,000 - 25,000 $ 7.87 6/5/2022

Mike Karr 5,000 - - $ 12.10 1/3/2017
Executive
Vice
President
and 10,000 - - $ 7.10 1/2/2018
Chief
Credit
Officer 10,000 - - $ 5.01 8/27/2018

2,000 - 1,334 $ 6.30 1/5/2021
25,000 - 25,000 $ 7.87 6/5/2022

For purposes of the above table, as of December
31, 2012, there were no outstanding Stock
Awards held by any of the Named Executive
Officers

    The unearned options from the table above vest as follows:

Name Unvested Vesting
Date

Vesting
%

Steven
R.
Gardner

               3,3341/5/2014 100%

           100,0006/5/2015 100%

Kent
Smith

               1,3341/5/2014 100%

             25,0006/5/2015 100%

               1,3341/5/2014 100%
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Eddie
Wilcox

             25,0006/5/2015 100%

Mike
Karr

               1,3341/5/2014 100%

             25,0006/5/2015 100%

Exercised Options in 2012 

2012 OPTION EXERCISES AND STOCK VESTED
Option Awards Stock Awards

Name

Number
of Shares
Acquired

on
Exercise

(#)

Value
Realized on
Exercise ($)

Number
of Shares
Acquired

on
Vesting

(#)

Value
Realized

on
Vesting

($)

Steven R.
Gardner
(*) 25,000 107,500 - $ -
President
and
Chief
Executive
Officer

* Mr. Gardner exercised one option for 25,000 shares on December
19, 2012. The options had an expiration date of December 19, 2012
and an exercise price of $5.85 per share.

Pension Benefits 

The Company has no pension benefits plans.

Nonqualified Deferred Compensation 

The Company offers two nonqualified defined contribution plans: the Director’s Deferred Compensation Plan and the
Salary Continuation Plan.  Currently the Company only offers deferred compensation to the Board of Directors under
the Director’s Deferred Compensation Plan as more fully described under “Director Compensation in 2012” above in this
Proxy Statement.  The Company does not offer deferred compensation to the Named Executive Officers at this
time.  During 2012, our CEO, who is the sole participant in our Salary Continuation Plan, did not withdraw any
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amounts from the Salary Continuation Plan.

Salary Continuation Plan

In 2006, the Bank implemented a non-qualified supplemental retirement plan for our Chief Executive
Officer.  Because the Salary Continuation Plan is an unfunded plan, the Bank is under no obligation to fund the Salary
Continuation Plan.  The Salary Continuation Plan provides for the annual benefit of $150,000 for our CEO, which is
to be paid out in twelve (12) equal monthly installments commencing on the first day of the month following normal
retirement at age 62 for a period of fifteen (15) years.  The Salary Continuation Plan also provides for the acceleration
of the CEO’s benefits upon his termination due to a change-in-control, as that term is defined in this plan. See “Potential
Payments Made Upon Termination or a Change-in-Control” below.

The amount expensed in 2012 under the Salary Continuation Plan amounted to an aggregate of $80,378, of which
$74,250 was for Mr. Gardner.  As of December 31, 2012, $523,628 was recorded in other liabilities on the Company’s
consolidated statements of condition for this Salary Continuation Plan.  The Salary Continuation Plan was accounted
for in accordance with SFAS No. 158 as of December 31, 2012.

2012 NONQUALIFIED SALARY CONTINUATION PLAN

Name

Aggregate
Balance at

Fiscal
Year-End
Prior to

Last Fiscal
Year-End

($)

Registrant
Contributions

in Last
Fiscal Year

($)

Aggregate
Earnings
in Last
Fiscal
Year
($)

Aggregate
Withdrawls/
Distributions

($)

Aggregate
Balance at
Last Fiscal
Year-End

($)

Steven R.
Gardner 351,801 74,250 - - 426,051
President
and
Chief
Executive
Officer

Long-Term Care Insurance Plan 

In September 2006, the Bank implemented the Long-Term Care Insurance Plan for the Named Executive Officers and
non-employee directors of the Bank.  The non-employee directors may elect not to participate in the insurance
plan.  For those who opt out, the amount of the insurance premium, up to $4,000 annually, is recorded each month to
their deferred compensation account with interest or is applied toward health insurance benefits if so elected.  The
expense for the Long-Term Care Insurance Plan in 2012, for the Named Executive Officers and Directors, was
$14,378.

2012 LONG-TERM
CARE INSURANCE

Name Premiums
Paid by

Edgar Filing: GOLDMAN SACHS GROUP INC - Form FWP

46



Registrant
($)

Kenneth A.
Boudreau -
Joseph L.
Garrett -
John D.
Goddard -
David L.
Hardin * 3,907
Jeff C.
Jones -
Michael L.
McKennon 2,502
Ronald G.
Skipper ** 4,000
Total
Directors 10,409
Steven R.
Gardner 2,502
Eddie
Wilcox 1,467
Kent Smith -
Mike Karr -
Total
Named
Executives 3,969
Total
Long-Term
Care
Insurance 14,378

* Mr. Hardin resigned
from the Boards of
Directors of the
Company and the Bank
effective March 8, 2012.
** Mr. Skipper retired
from the Boards of
Directors of the
Company and the Bank
effective July 26, 2012.

Potential Payments Made Upon Termination or a Change-in-Control 

As described in “Employment Arrangements” under “Compensation Discussion and Analysis” above in this Proxy
Statement, all of our Named Executive Officers are party to an employment agreement with us, which provides the
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executives with benefits in the event of certain terminations of employment.  In addition, Mr. Gardner, our CEO, is a
party to a Salary Continuation Plan, which also provides him with benefits in the event of certain terminations of
employment.

Employment Agreements

As previously discussed in “Employment Arrangements” under “Compensation Discussion and Analysis” above, on
January 1, 2011, we entered into employment agreements with our Named Executive Officers.  The following
information describes payments due to Messrs. Gardner, Smith, Wilcox and Karr, who were the only Named
Executive Officers that had employment agreements at December 31, 2012, following their termination of
employment with us as if it had occurred on December 31, 2012.

Termination for Cause; Resignation without Disability or Good Reason.  If an executive is terminated for cause or
resigns without disability or good reason, as such terms are defined in the employment agreements, he will receive
only his base salary accrued through the date of termination or death.  In this event, no additional severance benefits
are payable.

Termination as a Result of Disability; Death.  If an executive is terminated as a result of disability or death during the
term of employment, the executive will receive the lesser of (i) his base salary as in effect as of the date of
termination, multiplied by one year, or (ii) his base salary for the duration of the term of his employment agreement.

Termination other than for Cause, Disability or Death; Resignation by the Executive Due to Our Material Breach or
Good Reason Following a Change of Control.  If an executive is terminated (a) by us other than for cause, disability,
or his death and such termination occurs within two (2) years following a Change in Control or (b) by the executive
due to a material breach of the employment agreement by us, or for “Good Reason,” then the executive will be entitled
to a lump sum cash payment equal to his base salary as in effect immediately prior to the date of termination plus his
incentive bonus for the previous year with respect to Messrs. Smith, Wilcox and Karr, and with respect to Mr.
Gardner, that same amount multiplied by three (3) years.  Pursuant to the employment agreements, “Good Reason”
means the executive resigned within two (2) years of a Change in Control based on (1) a material reduction by us of
his functions, duties or responsibilities, (2) a material reduction by us of his base salary, or (3) our requirement that he
be based at a location more than 50 miles from Costa Mesa, California, without the executive’s express written
consent.  Under the terms of Mr. Gardner’s employment agreement only, if his employment with us is terminated as
described above, then Mr. Gardner is entitled to participate, at no cost to him, in all group insurance, life insurance,
health and accident, disability and other employee benefit plans, programs and arrangements in which he was entitled
to participate immediately prior to the date of termination (other than any of our stock option or other stock
compensation plans or bonus plans), for a period ending at the earlier of (i) the third anniversary of the date of
termination, and (ii) the date of his full-time employment by another employer, provided that in the event Mr.
Gardner’s participation in any such plan, program or arrangement is barred, we must arrange to provide him with
benefits substantially similar to those he was entitled to receive under such plans, programs and arrangements prior to
the date of termination.

    In receiving any of the foregoing payments, the Named Executive Officers are not obligated to seek other
employment or to mitigate in any way the amounts payable to them as set forth above, and such amounts will not be
reduced or terminated whether or not an executive obtains other employment.

Each employment agreement also provides that the severance payments and benefits will be modified or reduced by
the amount, if any, which is the minimum necessary to result in no portion of the payments and benefits payable being
subject to an excise tax under the “golden parachute” provisions under Section 280G of the Internal Revenue Code or
subject to the excise tax imposed under Section 4999 of the Internal Revenue Code.

Restrictive Covenants
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The employment agreements require each executive to refrain from soliciting employees of the Company for a
two-year period after termination of employment.  The agreements limit the executives’ ability to disclose or use any
of the Company’s confidential information, trade secrets or business opportunities.

Salary Continuation Plan

The following describes the potential payments required pursuant to the Salary Continuation Plan, which is still in
effect, in the event of his termination or a change of control.

Early Termination other than due to Change in Control, Death, Disability or for Cause.  In the event of an early
termination of Mr. Gardner’s employment agreement, which termination results other than from a change in control,
disability or cause, as such terms are defined in the Salary Continuation Plan, Mr. Gardner will receive one hundred
percent (100%) of the accrual balance, as defined in the Salary Continuation Plan, determined as of the end of the
month preceding the termination payable in twelve (12) equal monthly installments for a period of fifteen (15) years.

Disability Benefit.  In the event Mr. Gardner’s employment is terminated due to disability, Mr. Gardner will receive
one hundred percent (100%) of the accrual balance determined as of the end of the month preceding the termination
payable in twelve (12) equal monthly installments for a period of fifteen (15) years.

Change in Control Benefit.  Upon a change of control, followed within twelve (12) months by a termination of the
Mr. Gardner’s employment agreement, Mr. Gardner will receive a lump sum amount equal to the present value of the
stream of one hundred eighty (180) monthly payments of $12,500 each; provided that, in the event this amount is
subject to federal excise taxes under the “golden parachute” provisions under Section 280G of the Internal Revenue
Code, the payments will be reduced or delayed to the extent it would not be an excess parachute payment.

Death Benefit.  In the event Mr. Gardner dies while employed by us, his beneficiary will receive a lump sum amount
equal to the present value of the stream of one hundred eighty (180) monthly payments of $12,500.

Summary of Potential Termination Payments

The following table reflects the value of termination payments and benefits that each of Messrs. Gardner, Smith,
Wilcox and Karr, who were the Named Executive Officers that had employment agreements as of December 31, 2012,
would receive under their employment agreements and the termination payments and benefits that Mr. Gardner would
receive under the Salary Continuation Plan, as applicable, which was in place on December 31, 2012, if they had
terminated employment on December 31, 2012 under the circumstances shown. The table does not include accrued
salary and benefits, or certain amounts that the Messrs. Gardner, Smith, Wilcox and Karr would be entitled to receive
under certain plans or arrangements that do not discriminate in scope, terms or operation, in favor of our executive
officers and that are generally available to all salaried employees.

The following table reflects the value of termination payments and benefits that each of Messrs. Gardner, Smith,
Wilcox and Karr, who were the Named Executive Officers that had employment agreements as of December 31, 2012,
would receive Salary

Officer
Severance

($)

Insurance
Benefits

($)

Salary
Continuation

Plan
($)

Equity
Accelerated

Vesting
($)

Total
($)
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Mr. Gardner
Termination
for Cause or
Resignation
without
Disability or
Good
Reason - - 426,051  (5) - 426,051
Death 415,000  (1) 1,500,000 1,488,700  (4) 250,199  (8) 3,653,899
Disability 415,000  (1) 36,000 426,051  (5) 250,199  (8) 1,127,250
Retirement - - 2,250,000  (6) 250,199  (8) 2,500,199
Change of
Control - - - - -
Termination
without
Cause, or
Resignation
Due to Our
Material
Breach 1,992,000  (2) 27,076  (3) 426,051  (5) - 2,445,127
Termination
in
connection
with a
Change in
Control 1,992,000  (2) 27,076  (3) 1,778,932  (7) - 3,798,008

Mr. Wilcox
Termination
for Cause or
Resignation
without
Disability or
Good
Reason - - - - -
Death or
Disability 225,000  (1) - - 64,530  (8) 289,530
Retirement - - - 64,530  (8) 64,530
Change of
Control - - - - -
Termination
without
Cause, or
Resignation
Due to Our
Material
Breach 330,750  (2) 15,298  (3) - - 346,048
Termination
in
connection
with a

330,750  (2) 15,298  (3) - - 346,048
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Change in
Control

Mr. Smith
Termination
for Cause or
Resignation
without
Disability or
Good
Reason - - - - -
Death or
Disability 195,000  (1) - - 64,530  (8) 259,530
Retirement - - - 64,530  (8) 64,530
Change of
Control - - - - -
Termination
without
Cause, or
Resignation
Due to Our
Material
Breach 287,250  (2) 16,195  (3) - - 303,445
Termination
in
connection
with a
Change in
Control 287,250  (2) 16,195  (3) - - 303,445

Mr. Karr
Termination
for Cause or
Resignation
without
Disability or
Good
Reason - - - - -
Death or
Disability 195,000  (1) - - 64,530  (8) 259,530
Retirement - - - 64,530  (8) 64,530
Change of
Control - - - - -
Termination
without
Cause, or
Resignation
Due to Our
Material
Breach 282,750  (2) 14,641  (3) - - 297,391

282,750  (2) 14,641  (3) - - 297,391
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Termination
in
connection
with a
Change in
Control

(1)With respect to termination due to disability or death, represents an amount equal to the lesser of (i) his base salary
as in effect as of the date of termination, multiplied by one year, or (ii) his base salary for the duration of the term
of his employment agreement.

(2)For Mr. Gardner, the amount represents a cash severance amount equal to the executive’s base salary as in effect
immediately prior to the date of termination plus his incentive bonus for the previous year, multiplied by three (3)
years, to be paid in a lump sum.  For Messrs. Smith , Wilcox, , and Karr the amount represents a cash severance
amount equal to the executive’s base salary as in effect immediately prior to the date of termination, plus his
incentive bonus for the previous year, to be paid in a lump sum.  The foregoing severance amounts will be
modified or reduced pursuant to Sections 280G or 4999 of the Internal Revenue Code (as applicable) as more fully
described above under “Employment Agreements."

(3)Represents the incremental cost to the Company resulting in the individual’s participation, at no cost to him, in all
group insurance, life insurance, health and accident, disability and other employee benefit plans, programs and
arrangements in which he was entitled to participate immediately prior to the date of termination (other than any
stock option or other stock compensation plans or bonus plans of us), for a period ending at the earlier of (i) the
third anniversary of the date of termination, and (ii) the date of his full-time employment by another employer,
provided that in the event the individual’s participation in any such plan, program or arrangement is barred, we must
arrange to provide him with benefits substantially similar to those he was entitled to receive under such plans,
programs and arrangements prior to the date of termination.

(4)Represents a lump sum amount equal to the present value of the stream of one hundred eighty (180) monthly
payments of $12,500 each.

(5)Represents an amount equal to one hundred percent (100%) of the accrual balance, as defined in the Salary
Continuation Plan, determined as of the end of the month preceding the termination payable in twelve (12) equal
monthly installments for a period of fifteen (15) years.

(6)Represents $150,000 payable annually in twelve (12) equal monthly installments for a period of fifteen (15) years.
(7)Upon a change of control, followed within twelve (12) months by a termination of an executive’s employment

agreement, represents a lump sum amount equal to the present value of the stream of one hundred eighty (180)
monthly payments of $12,500 each; provided that, in the event this amount is subject to federal excise taxes under
the “golden parachute” provisions under Section 280G of the Internal Revenue Code, the payments will be reduced
or delayed to the extent it would not be an excess parachute payment.

(8)Reflects the dollar value of unexercisable options that become exercisable upon the occurrence of a sale event or
termination due to death, disability or retirement pursuant to the terms of the 2000 Stock Incentive Plan, the 2004
Long-Term Incentive Plan and the 2012 Long-Term Incentive Plan.  The dollar value of the vested stock options
was determined by calculating the closing price of the Company’s common stock on December 31, 2012 less the
option exercise price, and multiplying that by the number of shares for each award at the end of year 2012.

RELATED TRANSACTIONS AND OTHER MATTERS

Transactions with Certain Related Persons
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It is the policy of the Company that all permissible transactions between the Company and its executive officers,
directors, holders of 5% or more of the shares of any class of its common stock and affiliates thereof, contain terms no
less favorable to the Company than could have been obtained by it in arm’s-length negotiations with unaffiliated
persons and are required to be approved by a majority of independent outside directors of the Company not having
any interest in the transaction.

On March 15, 2013, the Company completed its acquisition of FAB.  Prior to the acquisition, FAB was a commercial
bank that exclusively focused on providing deposit and other services to HOAs and HOA management companies
nationwide.  The FAB business of servicing HOAs and HOA management companies has been joined with and is
currently the primary source of business for the Bank's existing Premier Property Banking Unit, which focuses
exclusively on generating business banking relationships and servicing the specialized banking needs of property
management companies, HOA management companies and their respective clients.  In connection with the FAB
acquisition, the Bank entered into an amendment of the Depository Services Agreement, dated October 1, 2011, as
amended, between FAB and Associa (“Depository Services Agreement”), that provided for (i) the Bank to be the
successor to FAB upon consummation of the acquisition and (ii) the term of the Depository Services Agreement to be
extended for a five-year period.  The Depository Services Agreement governs the services to be provided by the Bank
to Associa and the 56 HOA management companies controlled by Associa and those services to be provided by the
Associa HOA management companies to the Bank.

Mr. Carona, who became a director of the Company in connection with the completion of the FAB acquisition, is the
majority owner and President and Chief Executive Officer of Associa.  Pursuant to the Depository Services
Agreement, FAB paid Associa approximately $1.4 million in 2012.  Although the Company has not accrued an
amount for the payments to be made to Associa in fiscal 2013 pursuant to the Depository Services Agreement, the
Company expects that such payments will exceed $120,000.

Indebtedness of Management 

No executive officer or director was indebted to the Company or its subsidiaries in an amount greater than $120,000 at
any time during the fiscal years that ended December 31, 2012, 2011 or 2010.

SECTION 16(a)
BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Pursuant to Section 16(a) of the Exchange Act and the related rules and regulations, our directors and executive
officers and any beneficial owners of more than 10% of any registered class of our equity securities, are required to
file reports of their ownership, and any changes in that ownership, with the SEC. Based solely on our review of copies
of these reports and on written representations from such reporting persons, we believe that during 2012,  all such
persons filed all ownership reports and reported all transactions on a timely basis.
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ITEM 2.  TO APPROVE, ON A NON-BINDING ADVISORY BASIS, THE COMPENSATION OF THE
COMPANY’S NAMED EXECUTIVE OFFICERS

The Dodd-Frank Wall Street Reform and Consumer Protection Act, or the Dodd-Frank Act, enacted in 2010, requires
that companies provide their stockholders with the opportunity to cast an advisory vote to approve executive officer
compensation, commonly referred to as a “Say-on-Pay” vote, at least once every three years.  In a vote held at the 2012
Annual Meeting of Stockholders, our stockholders voted in favor of holding Say-on-Pay votes annually.  In light of
this result and other factors considered by the Board, the Board has determined that the Company will hold
Say-on-Pay votes on an annual basis until the next required vote on the frequency of such Say-on-Pay votes.

The Board believes that the Company’s compensation policies and procedures are appropriately aligned with the
long-term interest of its stockholders.  The Board also believes that both the Company and stockholders benefit from
responsive corporate governance policies and constructive and consistent dialogue.

This Say-on-Pay proposal, gives you as a stockholder the opportunity to endorse or not endorse our executive pay
program through the following resolution:

“RESOLVED, that the compensation paid to the Company’s Named Executive Officers, as disclosed pursuant to Item
402 of Regulation S-K, including the Compensation Discussion and Analysis, compensation tables and narrative
discussion, is hereby Approved.”

As described in detail and in the Compensation Discussion and Analysis, we intend for our compensation program to
align the interests of our executive officers with those of the stockholders by rewarding performance for implementing
the Company’s various strategies, with the ultimate goal of improving long-term stockholder value.  We evaluate both
performance and compensation to ensure that we maintain our ability to attract and retain employees in key positions,
and to ensure that compensation provided to key employees keeps these employees focused on franchise value
creation.  Our compensation program includes:

●  Base salary;

●  Annual discretionary cash incentive awards;

●  Long-term equity incentive awards;

●  Retirement plans and other benefits; and

●  Other executive benefits, such as perquisites and severance benefits.

Vote Required

Your vote on this proposal is an advisory vote, which means that the Company and the Board are not required to take
any action based on the outcome of the vote.  However, the Compensation Committee will consider the vote of our
stockholders on this proposal when determining the nature and scope of future executive compensation programs.

The affirmative vote of holders of the majority of the shares for which votes are cast at the Annual Meeting is needed
to approve this proposal on a non-binding advisory basis.  Abstentions and broker non-votes will not be counted as
votes cast and, therefore, will not affect this proposal.  Further, the failure to vote, either by proxy or in person, will
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not have an effect on this proposal.  Unless instructions to the contrary are specified in a proxy properly voted and
returned through available channels, the proxies will be voted FOR this proposal.

Recommendation of the Board of Directors

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT STOCKHOLDERS VOTE “FOR”
APPROVAL OF THE COMPENSATION OF THE COMPANY’S NAMED EXECUTIVE OFFICERS.

ITEM 3.  TO RATIFY THE APPOINTMENT OF VAVRINEK, TRINE, DAY & CO., LLP AS THE COMPANY’S
INDEPENDENT AUDITOR FOR THE FISCAL YEAR ENDED DECEMBER 31, 2013

The Company’s independent auditors for its fiscal year ended December 31, 2012 were VTD, independent public
accountants.  The Audit Committee of the Board of Directors considered the qualifications and experience of VTD,
and, in consultation with the Board of Directors of the Company, appointed them as independent auditors for the
Company for the current fiscal year which ends December 31, 2013.  Although ratification of our independent
auditors by stockholders is not required by law, the Audit Committee and Board of Directors desire to obtain the
stockholders’ ratification of such appointment.  If ratification of VTD as our independent auditors is not approved by
stockholders, the matter will be referred to the Audit Committee for further review.

Representatives of VTD will be present at the Annual Meeting, will have the opportunity to make a statement if they
so desire, and will be available to respond to appropriate questions submitted to the Secretary of the Company in
advance of the Annual Meeting.

Vote Required The affirmative vote of holders of the majority of the shares for which votes are cast at the Annual
Meeting is needed to approve this proposal. Abstentions and broker non-votes will not be counted as votes cast and,
therefore, will not affect this proposal.  Further, the failure to vote, either by proxy or in person, will not have an effect
on this proposal.  Unless instructions to the contrary are specified in a proxy properly voted and returned through
available channels, the proxies will be voted FOR this proposal.

Recommendation of the Board of Directors

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT STOCKHOLDERS VOTE “FOR” THE
RATIFICATION OF THE APPOINTMENT OF VAVRINEK, TRINE, DAY & CO., LLP AS THE COMPANY’S

INDEPENDENT AUDITOR.

Fees 

Aggregate fees for professional services rendered to the Company by VTD for the years ended December 31, 2012
and 2011 were as follows:
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2012 2011

Audit fees $158,000 $132,000
Audit-related
fees 10,000 10,000
 Audit and
audit-related
fees 168,000 142,000
Tax
compliance
fees 14,000 19,000
All other
fees 36,000 27,000
  Total fees $218,000 $188,000

Audit Fees

Audit fees are related to the integrated audit of the Company’s annual financial statements for the years ended
December 31, 2012 and 2011, and for the reviews of the financial statements included in the Company’s quarterly
reports on Form 10-Q and 10-K for those years.

Audit-Related Fees

Audit-related fees for each of 2012 and 2011 included fees for audits of the Company’s 401(k) plan.

Tax Fees

Tax fees in both 2012 and 2011 consisted of tax compliance services in preparation of the Company’s tax returns filed
with the Internal Revenue Service and various state tax agencies.

All Other Fees

All other fees for 2012 included fees related to the acquisitions of Palm Desert National Bank and FAB, and the 2012
public offering of common stock.  All other fees for 2011 included fees related to the acquisition of Canyon National
Bank.

Audit Committee Pre-Approval Policies and Procedures 

The Audit Committee has adopted a policy that requires advance approval of all audit, audit-related, tax services and
other services performed by the independent auditor.  The policy provides for pre-approval by the Audit Committee of
specified audit and non-audit services.  Unless the specific service has been previously pre-approved with respect to
that year, the Audit Committee must approve the permitted service before the independent auditor is engaged to
perform it.

In 2012, 100% of Audit-Related Fees, Tax Fees and All Other Fees were pre-approved by the Audit Committee.
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REPORT OF THE AUDIT COMMITTEE

The report of the Audit Committee shall not be deemed incorporated by reference by any general statement
incorporating by reference this Proxy Statement into any filing under the Securities Act of 1933, as amended, or the
Exchange Act, except to the extent that the Company specifically incorporates this information by reference, and shall
not otherwise be deemed filed under such Acts.

The Audit Committee has reviewed and discussed the audited financial statements for fiscal year 2012 with
management and with the independent auditors.  Specifically, the Audit Committee has discussed with the
independent auditors the matters required to be discussed by SAS 61, as amended by SAS 114 (Codification of
Statements on Auditing Standards, AU Section 380), which includes, among other things:

●  Methods used to account for significant unusual transactions;

●  The effect of significant accounting policies in controversial or emerging areas for which there is a lack of
authoritative guidance or consensus;

●  The process used by management in formulating particularly sensitive accounting estimates and the basis for
the auditor’s conclusions regarding the reasonableness of those estimates; and

●  Disagreements with management over the application of accounting principles, the basis for management’s
accounting estimates and the disclosures in the financial statements.

The Audit Committee has received the written disclosures and the letter from the Company’s independent accountants,
VTD, required by Independence Standards Board Standard No. 1, Independence Discussions with Audit
Committee.  Additionally, the Audit Committee has discussed with VTD, the issue of its independence from the
Company.  Based on its review of the audited financial statements and the various discussions noted above, the Audit
Committee recommended to the Board of Directors that the audited financial statements be included in the Company’s
Annual Report on Form 10-K for the fiscal year ended December 31, 2012.  The Audit Committee also recommended
the appointment of VTD as the Company’s independent accountants for the year ending December 31, 2013.

AUDIT COMMITTEE

Michael L. McKennon, Chair
Kenneth A. Boudreau
Jeff C. Jones

ANNUAL REPORT

A copy of our Annual Report on Form 10-K for the year ended December 31, 2012, including financial statements and
schedules, accompanies this Proxy Statement.

Additional copies of the Annual Report on Form 10-K for the year ended December 31, 2012 may be obtained
without charge by writing to Investor Relations, Pacific Premier Bancorp, Inc., 17901 Von Karman Avenue, Suite
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1200, Irvine, California 92614.  This Proxy Statement and our Annual Report on Form 10-K for the year ended
December 31, 2012, are also available at our website, www.ppbi.com under the Investor Relations section and from
the SEC at its website, www.sec.gov.

HOUSEHOLDING

The SEC has adopted rules that permit companies and intermediaries, such as brokers, to satisfy delivery requirements
for Proxy Statements with respect to two or more stockholders sharing the same address by delivering a single Proxy
Statement addressed to those stockholders.  This process, which is commonly referred to as “householding,” potentially
provides extra convenience for stockholders and cost savings for companies.  We and some brokers household proxy
materials, delivering a single Proxy Statement to multiple stockholders sharing an address unless contrary instructions
have been received from the affected stockholders.  Once you have received notice from your broker or us that they or
we will be householding materials to your address, householding will continue until you are notified otherwise or until
you revoke your consent.  If, at any time, you no longer wish to participate in householding and would prefer to
receive a separate Proxy Statement, or if you are receiving multiple copies of the Proxy Statement and wish to receive
only one, please notify your broker or nominee if your shares are held in a brokerage account or other account or our
agent, American Stock Transfer & Trust Co., if you hold registered shares.  You can notify American Stock Transfer
& Trust Co. by sending a written request to: American Stock Transfer & Trust Co., 59 Maiden Lane, New York, NY
10038, or by calling American Stock Transfer & Trust Co., at (800) 937-5449.

STOCKHOLDER PROPOSALS FOR THE 2014 ANNUAL MEETING

Under the rules of the SEC and our Bylaws, stockholder proposals that meet certain conditions may be included in our
proxy statement and form of proxy for a particular annual meeting if they are presented to us in accordance with the
following:

●  Stockholder proposals intended to be considered for inclusion in next year’s proxy statement for the 2014 Annual
Meeting of Stockholders must be received by the Company by December 17, 2013, which is one hundred twenty
(120) days prior to the anniversary date that we released this Proxy Statement to our stockholders for the Annual
Meeting.

●  Stockholders that intend to present a proposal at our 2014 Annual Meeting of Stockholders, but not to include the
proposal in our proxy statement for that meeting, must give notice of the proposal to our Secretary no sooner than
January 29, 2014, which is one hundred twenty (120) days prior to May 29, 2014, which is the one-year anniversary
of the Annual Meeting, but no later than February 28, 2014, which is ninety (90) days prior to May 29, 2014 (the
one-year anniversary of the Annual Meeting).  As set forth our Bylaws, the stockholder’s notice to the Secretary must
contain certain required information.

●  If the date of the 2014 Annual Meeting of Stockholders is held on a date more than thirty (30) calendar days before
or sixty (60) days after May 29, 2014 (the one-year anniversary of the Annual Meeting), the stockholder’s notice
must be delivered to our Secretary no sooner than the 120th day prior to the 2014 Annual Meeting of Stockholders,
and no later than (a) the 90th day prior to the date of the 2014 Annual Meeting of Stockholders, or (b) in the event
the first public announcement of the date of the 2014 Annual Meeting of Stockholders is less than one hundred (100)
days prior to the date of the 2014 Annual Meeting of Stockholders, the 10th day following the day on which public
announcement of the date of the 2014 Annual Meeting of Stockholders is first made by the Company.

●  In the event the Board increases the number of directors to be elected to the Board and the public announcement of
such increase is not made on or before February 18, 2014, which is one hundred (100) days prior to May 29, 2014
(the one-year anniversary of the Annual Meeting), stockholder nominees for the new directorships will be considered
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timely if provided to Secretary within 10 days of the public announcement.

●  Pursuant to Rule 14a-4(c)(1) promulgated under the Exchange Act the proxies designated by us for the Annual
Meeting will have discretionary authority to vote with respect to any proposal received after March 9, 2013, which is
forty-five (45) days before the date on which the Company first sent the proxy materials for the Annual Meeting.  In
addition, our Bylaws, provide that any matter to be presented at the Annual Meeting must be proper business to be
transacted at the Annual Meeting or a proper nomination to be decided on at the Annual Meeting and must have been
properly brought before such meeting pursuant to our Bylaws.

●  Our Secretary must receive notices of stockholder proposals or nominations in writing at the executive offices of the
Company at 17901 Von Karman Avenue, Suite 1200, Irvine, California 92614, Attention: Secretary.

No notice that a stockholder intends to present a proposal at the Annual Meeting was received by the Company on or
before March 1, 2013, which is ninety (90) days prior to the one-year anniversary of the 2012 Annual Meeting of
Stockholders.

OTHER MATTERS

The Board of Directors knows of no business that will be presented for consideration at the Annual Meeting other than
as stated in the Notice of Annual Meeting of Stockholders.  If, however, other matters are properly brought before the
Annual Meeting, it is the intention of the persons named in the accompanying proxy to vote the shares represented
thereby on such matters in accordance with their best judgment.

Whether or not you intend to be present at the Annual Meeting, you are urged to promptly return your proxy card or
vote by telephone or via the Internet.  If you are present at the Annual Meeting and wish to vote your shares in person,
your original proxy may be revoked by voting at the Annual Meeting.  However, if you are a stockholder whose
shares are not registered in your own name, you will need appropriate documentation from your record-holder to vote
personally at the Annual Meeting.

By Order of the Board of Directors,
Kent J. Smith
Corporate Secretary
Executive Vice President
Irvine, California
April 16, 2013

Please mark your votes as indicated in this example   x

THIS PROXY WILL BE VOTED AS DIRECTED, OR IF NO DIRECTION IS INDICATED, WILL BE VOTED
“FOR” THE PROPOSALS.  THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS.
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VOTE ON DIRECTORS

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” EACH OF THE DIRECTOR NOMINEES
IDENTIFIED BELOW:

1.        The election as directors of the nominees listed (except as marked to the contrary below) 

Kenneth A. Boudreau, John J. Carona, Steven R. Gardner, Joseph L. Garrett, John D. Goddard, Jeff C. Jones, and
Michael L. McKennon.

FOR o   WITHHOLD o FOR ALL EXCEPT _________

Instructions: To withhold authority to vote for any individual nominee(s), mark “For All Except” and write the nominee’s
name in the space provided below:
(Write that nominee’s name in the space provided below.)

VOTE ON PROPOSALS

THE BOARD OF DIRECTORS RECOMMENDS YOU VOTE “FOR” THE FOLLOWING PROPOSALS:

2. To approve, on a non-binding advisory basis, the compensation of the Company’s Named Executive Officers.

FOR o   AGAINST  o ABSTAIN o

3. To ratify the appointment of Vavrinek, Trine, Day & Co., LLP as the Company’s independent auditor for the
fiscal year ending December 31, 2013.

FOR o   AGAINST  o ABSTAIN o

Signature:                                                                Signature:                                                                Date:                                

(This proxy should be marked, dated, and signed by the stockholder(s) exactly as his or her name appears hereon, and
returned promptly in the enclosed envelope.  Persons signing in a fiduciary capacity should so indicate.  If shares are
held by joint tenants or as community property, both should sign.)

FOLD AND DETACH HERE

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE ANNUAL
MEETING OF STOCKHOLDERS TO BE HELD ON MAY 29, 2013:

The proxy materials for this Annual Meeting of Stockholders are available over the Internet at www.proxyvote.com.

VOTE BY MAIL, INTERNET OR TELEPHONE (24 hours a day, 7 days a week)

Your telephone vote authorizes the named proxies to vote your shares in the same manner
 as if you marked, signed and returned your proxy card.
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MAIL
If you received printed materials, mark, sign and date your proxy card and return it in the enclosed postage-paid

envelope.  If you did not receive a printed proxy card and wish to vote by mail, you may do so by requesting a paper
copy of the proxy materials (as described in the Proxy Statement), which will include a proxy card.

or

INTERNET

Access “www.proxyvote.com” up until 11:59 p.m., Eastern Time, on May 28, 2013 and follow the on-screen
instructions.  Have your proxy card available when you access the web page.

or
TELEPHONE

1-800-PROXIES
(1-800-776-9437)

Use any touch tone telephone to vote your proxy up until 11:59 p.m., Eastern Time, on May 28, 2013.  Have your
proxy card in hand when you call.  You will be prompted to enter your control number, located in the box below, and

then follow the directions given.

If you vote by telephone or internet
you do NOT need to mail back your proxy card.

THANK YOU FOR VOTING

REVOCABLE PROXY

PACIFIC PREMIER BANCORP, INC.

THIS PROXY IS SOLICITED BY THE BOARD OF DIRECTORS

ANNUAL MEETING OF STOCKHOLDERS

May 29, 2013
9:00 a.m., Pacific Time

The undersigned hereby appoints the official proxy committee of the Board of Directors of Pacific Premier Bancorp,
Inc. (the "Company"), each with full power of substitution, to act as attorneys and proxies for the undersigned, and to
vote all shares of common stock of the Company which the undersigned is entitled to vote only at the Annual Meeting
of Stockholders to be held on May 29, 2013 at 9:00 a.m., Pacific Time, at the Company’s corporate headquarters
located at 17901 Von Karman Avenue, Suite 1200, Irvine, California 92614, and at any and all adjournments thereof,
as indicated on the back of this proxy.

This proxy is revocable and will be voted as directed, but if no instructions are specified, this proxy will be voted “FOR”
the election of each of the nominees for director named on the reverse side and "FOR" Items 2 and 3.  If any other
business is presented at the Annual Meeting of Stockholders, this proxy will be voted by the official proxy committee
of the Board of Directors of the Company in their best judgment.  At the present time, the Board of Directors knows
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of no other business to be presented at the Annual Meeting of Stockholders.

The undersigned acknowledges receipt from the Company prior to the execution of this proxy of a Notice of Annual
Meeting of Stockholders and of a Proxy Statement dated April 16, 2013.

(Continued on the other side — important to mark, date and sign on the other side)

Detach here from proxy voting card.
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