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UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA
LOS ANGELES DIVISION

In re: Case No. 2:12-bk-15811-RK
PEOPLE’S CHOICE HOME LOAN, INC,, (Jointly Administered with 2:12-bk-16200-RK and
etal.! 2:12-bk-16201-RK)
(Transferred from 8:07-bk-10765-RK and Jointly
Debtors. Administered with Case Nos. 8:07-bk-10767-RK

and 8:07-bk-10772-RK)
Chapter 11

LIQUIDATING TRUSTS’ MOTION FOR
ORDER DISALLOWING PROOF OF CLAIM
OF MARTIN L. BONANNO; DECLARATION
OF TAMARA D. MCGRATH

Date:  April 8, 2014
Time: 2:30 p.m.
Place: Courtroom 1675,
255 East Temple Street
Los Angeles, CA 90012
Judge: Hon. Robert N. Kwan

! The Debtors were People’s Choice Home Loan, Inc., People’s Choi |
Corporation.
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The Liquidating Trust of People’s Choice Home Loan, Inc. (“PCHLI Trust”), by and

through Ronald F. Greenspan, solely in his capacity as the duly authorized and acting Liquidating

Trustee (the “Liquidating Trustee”), hereby objects (the “Objection™) to the claims asserted by
Martin L. Bonanno (“Bonanno”) against People’s Choice Home Loan, Inc. (“PCHLI”). A true and
correct copy of Bonanno’s Proof of Claim No. 416 (the “Claim”) is attached hereto as Exhibit A.

The Liquidating Trustee objects to the Claim on the basis that it fails to allege an
enforceable general unsecured claim against PCHLI since: (a) it is not supported by the Debtors’
books and records and (b) fails to assert a legal or factual basis showing that Bonanno is entitled to
an allowable claim in these proceedings.

In support of the Objection, the Liquidating Trustee submits the Declaration of

Tamara D. McGrath (the “McGrath Declaration), which is filed concurrently herewith, and

respectfully represents as follows:

l.
BACKGROUND

A The Debtors’ Cases
1. Each of People’s Choice Home Loan, Inc., People’s Choice Financial
Corporation, and People’s Choice Funding, Inc. (collectively, the “Debtors”) filed a voluntary
petition for relief under chapter 11 of the Bankruptcy Code in this Court on March 20, 2007 (the
“Petition Date”), commencing these bankruptcy cases (collectively, the “Cases”).

2. On August 6, 2008, the Court entered its order (the “Confirmation Order”)

confirming the Committee’s First Amended Liquidating Plan under Chapter 11 of the Bankruptcy
Code (the “Plan”). The “Effective Date” under and as defined in the Plan occurred on August 12,
2008.

3. On the Effective Date of the Plan, and subject to the terms and conditions of
the Plan and Confirmation Order, among other things, (i) the Liquidating Trust Agreements for each

of the PC Trusts became effective, and the Liquidating Trustee for each of the PC Trusts began to

1
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manage and administer the PC Trusts subject to the terms and conditions of the Liquidating Trust
Agreements, (i) the Official Committee of Unsecured Creditors appointed in the Cases by the Office
of the United States Trustee was dissolved and discharged from any further duties and obligations in
the Cases, and the Post-Effective Date Committees for each of the PC Trusts became operative,
(iii) except as provided in the Plan, all of the assets and property of the Debtors, including any and
all affirmative claims for relief, were transferred into the PC Trusts, and (iv) except as otherwise
provided in the Plan, each of the Debtors was deemed dissolved or directed to be dissolved as soon
as practicable following the Effective Date.

4, Pursuant to the Plan, and subject to the terms and conditions of the Plan, the
Confirmation Order and the Liquidating Trust Agreements, the Liquidating Trustee is directed to
administer the PC Trusts by, among other things, (i) reducing remaining property to cash,
(i) evaluating claims against the Debtors and objecting to, allowing or otherwise resolving such
claims, (iii) evaluating and pursuing, releasing or otherwise resolving affirmative relief against third-
parties, and (iv) making distributions of cash to Beneficiaries under and as defined in the Liquidating
Trust Agreements.

5. The Plan provides that the Liquidating Trustee is the representative of the
estates under 11 U.S.C. 81123(b)(3)(B), and is a liquidator of the assets of the estates.

B. The Claims Review Process

6. The Liquidating Trustee continues to review and analyze claims that have
been scheduled, filed, or otherwise asserted against the Debtors. In the course of that analysis, the
Liquidating Trustee has determined that various claims are objectionable on one or more legal or
factual grounds. In connection with the claim review process, the Liquidating Trustee has
determined that the Claim should be disallowed in its entirety on a full and final basis.

C. The Bonanno Proof of Claim

7. On August 30, 2007, Bonanno filed his Claim against PCHLI asserting a

$77,500.00 general unsecured claim for the alleged breach of Bonanno’s employment agreement. A

true and correct copy of the Employment Agreement (the “Employment Agreement”) dated as of

May 1, 2005 between PCHLI and Bonanno is attached hereto as Exhibit B.
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8. The Employment Agreement provides that upon PCHLI’s termination of
Bonanno other than for death, disability, or cause, PCHLI *“shall pay to [Bonanno] as severance pay
(a) an aggregate amount equal to one-half of the Executive’s annualized rate of Base Salary in effect
as of the date of termination, such aggregate amount to be paid in a series of substantially equal
installments (not less frequently than monthly) over a period of six months following the Date of
Termination. Any amounts earned by [Bonanno] from any source during the period following
termination will offset the payment obligations set forth in [this Section].” See Employment
Agreement § 8(d)(ii).

9. According to the Debtors’ books and records, Bonanno was terminated from

PCHLI during the month of July 2007 (the “Termination Date”) and his Base Salary in effect as of

the date of termination was $155,000. Therefore, pursuant to paragraph 8(d)(ii) of the Employment
Agreement, Bonanno would have been entitled to $77,500 upon termination, to be paid over the six
month period following the Termination Date. This is consistent with the amount of the Claim.

10. However, according to the letter dated July 9, 2007 from UBS AG, Tampa

Branch (“*UBS”) setting forth terms of the employment offer from UBS to Bonanno (the “UBS

Employment Letter”), which was accepted and agreed by Bonanno on July 9, 2007, Bonanno’s start
date as an Executive Director with UBS was to be on or about July 10, 2007 (the “Start Date”), with
a base salary at an annual rate of $165,000, payable semi-monthly. A true and correct copy of the
UBS Employment Letter is attached hereto as Exhibit C.

11.  According to the Debtors’ books and records, Bonanno was employed by
UBS from the Start Date and continued to be employed by UBS for at least 6 months following the
Termination Date.

12. Therefore, the amounts earned by Bonanno from UBS during the six-month
period following the Termination Date in the approximate amount of $82,500 completely offset the
payment obligations of PCHLI in the amount of $77,500 pursuant to paragraph 8(d)(ii) of the

Employment Agreement.
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RELIEF REQUESTED

13. By this Objection, the Liquidating Trustee requests, pursuant to section 502 of
the Bankruptcy Code, Bankruptcy Rule 3007, and Local Bankruptcy Rule 3007-1, that the Court
sustain this Objection and disallow the Claim, in full and on a final basis, as more particularly set
forth herein.

1.

LEGAL STANDARD

14. Bankruptcy Code section 502 authorizes a “party in interest,” such as the
Liquidating Trustee, to object to claims. 11 U.S.C. 8502(a). Once the objector raises “facts tending
to defeat the claim by probative force equal to that of the allegations of the proofs of claim
themselves,” then the burden reverts to the claimant to prove the validity of the claim by a

preponderance of the evidence. Wright v. Holm (In re Holm), 931 F.2d 620, 23 (9th Cir. 1991);

Ashford v. Consol. Pioneer Mortgage (In re Consol. Pioneer Mortgage), 178 B.R. 222, 226 (B.A.P.

9th Cir. 1995), aff’d sub nom. Ashford v. Naimco, Inc. (In re Consol. Pioneer Mortgage Entities),

No. 95-55491, 1996 WL 393533 (9th Cir. July 15, 1996). Indeed, “the ultimate burden of

persuasion is always on the claimant.” Holm, 931 F.2d at 623.
15.  Once an objection to a claim is made, the Court, after notice and a hearing,
must determine the proper claim amount, if any, of the claim at issue. See 11 U.S.C. 8502(b).
V.
OBJECTION

16. The Liquidating Trustee objects to the Claim on the basis that it fails to allege
an enforceable general unsecured claim against PCHLI since: (a) it is not supported by the Debtors’
books and records and (b) fails to assert a legal or factual basis showing that Bonanno is entitled to
an allowable claim in these proceedings.

17. Section 502(b)(1) of the Bankruptcy Code provides that a proof of claim shall
be disallowed to the extent that “such claim is unenforceable against the debtor and property of the

debtor, under any agreement or applicable law for a reason other than because such claim is
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contingent or unmatured.” 11 U.S.C. 8 502(b)(1) (2010). Although a filed proof of claim
constitutes prima facie evidence of the claim’s validity, “[i]f [an] objector produces sufficient
evidence to negate one or more of the sworn facts in the proof of claim, the burden reverts to the
claimant to prove the validity of the claim by a preponderance of the evidence.” The ultimate burden
of persuasion remains at all times upon the claimant.” Lundell v. Anchor Constr. Specialists, Inc.

(In re Lundell), 223 F.3d 1035, 1039 (9th Cir. 2000) (quoting Ashford v. Consol. Pioneer Mortgage
(In re Consol. Pioneer Mortgage), 178 B.R. 222, 226 (9th Cir. BAP 1995)). See also In re
Allegheny Int’l., Inc., 954 F.2d 167, 174 (3d Cir. 1992); Wright v. Holm (In re Holm), 931 F.2d 620,
623 (9th Cir. 1991).

18. The Employment Agreement provides that upon PCHLI’s termination of
Bonanno other than for death, disability, or cause, PCHLI *“shall pay to [Bonanno] as severance pay
(a) an aggregate amount equal to one-half of the Executive’s annualized rate of Base Salary in effect
as of the date of termination, such aggregate amount to be paid in a series of substantially equal
installments (not less frequently than monthly) over a period of six months following the Date of
Termination. Any amounts earned by [Bonanno] from any source during the period following
termination will offset the payment obligations set forth in [this Section].” See Employment
Agreement § 8(d)(ii).

19.  According to the Debtors’ books and records, Bonanno was terminated from
PCHLI during the month of July 2007 and his Base Salary in effect as of the date of termination was
$155,000. Therefore, pursuant to paragraph 8(d)(ii) of the Employment Agreement, Bonanno would
have been entitled to $77,500 upon termination, to be paid over the six month period following the
Termination Date.

20. However, according to the Employment Letter dated July 9, 2007 from UBS,
which was accepted and agreed by Bonanno on July 9, 2007, Bonanno’s start date as an Executive
Director with UBS was to be on or about July 10, 2007, with a base salary at an annual rate of
$165,000, payable semi-monthly.

21.  According to the Debtors’ books and records, Bonanno was employed by

UBS from the Start Date and continued to be employed by UBS for at least 6 months following the
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Termination Date.

22. Therefore, the amounts earned by Bonanno from UBS during the six-month
period following the Termination Date in the approximate amount of $82,500 exceed and thus
completely offset the payment obligations of PCHLI in the amount of $77,500 pursuant to paragraph
8(d)(ii) of the Employment Agreement.

23.  Accordingly, the Claim must be disallowed and expunged in its entirety
because (a) it is not supported by the Debtors’ books and records and (b) fails to assert a legal or
factual basis showing that Bonanno is entitled to an allowable claim in these proceedings.

V.
RESERVATION OF RIGHTS

24, Nothing contained in this Objection shall be deemed an admission by the
Liquidating Trustee of liability on any claims against the Debtors’ estates or the Liquidating Trust,
and the Liquidating Trustee does not waive any rights against any party. The Liquidating Trustee
reserves all rights, including, without limitation: (a) the right to amend, modify, or supplement this
Objection and to bring further and separate objections to claims, including amended claims or any
other claim now or hereafter asserted; (b) the right to bring avoidance actions under applicable
sections of the Bankruptcy Code or other applicable law; and (c) to enforce any rights of setoff and
recoupment against holders of claims. Separate notice and a hearing will be scheduled for any such
objection.

VI.
NOTICE

25. The Liquidating Trustee will serve copies of this Objection (together with all
exhibits) on: (a) Martin L. Bonanno at the address listed on the Claim; (b) the Office of the United
States Trustee; and (c) each person or entity who requested service of notices pursuant to
Bankruptcy Rule 2002(i). The Liquidating Trustee submits that such service is consistent with
Rule 7004 of the Federal Rules of Bankruptcy Procedure and that, in light of the nature of the relief

requested, no further notice is required.
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VII.
CONCLUSION

WHEREFORE, based upon the foregoing, the Liquidating Trustee respectfully requests that
the Court enter an order (a) sustaining the Objection; (b) disallowing the Claim on a full and final
basis; (c) preserving other and further objections and affirmative claims of the Liquidating Trust,
(d) approving the form and scope of notice given of the relief requested; and (e) granting such other

and further relief as this Court may deem just and proper under the circumstances of this Case.

Dated: February 28, 2014 WINSTON & STRAWN LLP

By: /s/Rolf S. Woolner
Rolf S. Woolner
Counsel for Ronald Greenspan, as Trustee of the
Liquidating Trusts of PCHLI and PCFC
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DECLARATION OF TAMARA D. MCGRATH

I, Tamara D. McGrath, declare and state as follows:

1. | am a Managing Director of Corporate Finance at FTI Consulting Inc.
(“ETI™), financial advisor in these chapter 11 cases to (a) the Committee prior to plan confirmation
and (b) the Liquidating Trustee since plan confirmation. In that capacity, | am custodian of and have
become personally familiar with the Debtors’ books, records, and files (the “Records”). |1 am
informed that the Records were created and updated by the Debtors” employees in the ordinary
course of business at or near the time of the events recorded. Those Records are now in the
possession of the Liquidating Trustee, and as to the following facts, | know them to be true from my
review of the Debtors’ business records. My business address is 633 West Fifth Street, 16th Floor,
Los Angeles, CA 90071-2027.

2. I make this declaration in support of the Liquidating Trustee’s Motion for
Order Disallowing Proof of Claim of Martin L. Bonanno (the “Objection”). Capitalized terms not
defined in this declaration shall have the same meanings ascribed to them in the Objection.

3. A true and correct copy of the Claim is attached to the Objection as Exhibit A.

4, A true and correct copy of the Employment Agreement (the “Employment
Agreement”) dated as of May 1, 2005 between PCHLI and Bonanno is attached to the Objection as
Exhibit B.

5. During my review of the Records, | discovered that Bonanno was terminated

from PCHLI during the month of July 2007 (the “Termination Date™) and his Base Salary in effect

of the date of termination was $155,000.

6. Pursuant to paragraph 8(d)(ii) of the Employment Agreement, Bonanno would
have been entitled to $77,500 upon termination, to be paid over the six month period following the
Termination Date.

7. According to the letter dated July 9, 2007 from UBS AG, Tampa Branch

(“UBS”) setting forth terms of the employment offer from UBS to Bonanno (the “UBS Employment

Letter”), which was accepted and agreed by Bonanno on July 9, 2007, Bonanno’s start date as an

Executive Director with UBS was to be on or about July 10, 2007 (the “Start Date”), with a base

8
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salary at an annual rate of $165,000, payable semi-monthly. A true and correct copy of the UBS
Employment Letter is attached to the Objection as Exhibit C.

8. According to the Debtors’ books and records, and based on my own personal
interactions with him following his termination by PCHLI, Bonanno was employed by UBS from
the Start Date and continued to be employed by UBS for at least 6 months following the Termination
Date.

9. Therefore, the amounts earned by Bonanno from UBS during the six-month
period following the Termination Date in the approximate amount of $82,500 completely offset the
payment obligations of PCHLI in the amount of $77,500 pursuant to paragraph 8(d)(ii) of the
Employment Agreement.

I declare under penalty of perjury under the laws of the United States of America that
the foregoing is true and correct. [f called upon as a witness, I could and would testify competently

to the foregoing.

Executed on February 28, 2014, at Los Angeles California. l Z

Tamara D. Mchth
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LI
N A
B 10 (Otficial Form 103 (04407)
PROOF OF CLAIM

UNITED STATES BANKRUPTCY COURT CENTRAL  pystricT 0F _CALIFORNIA
Name of Debtor Case Number FI LED ——

People’s Choice Home Loan, Inc 07-10765 ,/’f’ﬂ .
NOTE: This form should not be used to make a claim for an administrative expense arising afier the commencement of the case. A y
“request” for payment of an administrative expense may be tiled pursuant to 11 U.S.C. § 303 N.B 3 0
Mame of Creditor { The person or other entity to whom the debtor o Check box if you are aware that anyone else has filed a proof of
OWES MONCY OF Property ); claim relating 1o your claim, Attach copy of statement giving —

. i AR UG RUPTCVE. BT
Martin L. Bonanno particulars. L B SNETOF Cafr in
[ ——

Name and address where notices should be sent: 2 Check box it you have never received any notices trom the b

Martin L. Bonanno bankruptey court in this case.

27526 Capricho THI :

. $ SPACE 1S FOR

Mission Viejo, CA. 92692 ;‘Jen([:l[)sd;'t;(;\'xliht:i:fﬂress differs from the address on the enveiope COURT USE ONLY
Tetephone numver: {948) 374-2163 youby :
Last tour digits of account or other number by which creditor Check here 0 replaces
identities debtor: 5975 if this claim 0 amends a previously filed claim, dated:
1. Basis for Claim O Personal injury/wrongful death & Wages. salaries, and compensation (£l out
o Goods seld below)

0 Taxes Last four digits of your S8 #5975

o Services performed Unpaid compensation for services performed

o Retiree benefits as defined in 11 US.C. § 1114(a)

N 1" From to
oznerﬁfgg_c_l\_aﬁzm,e/aqﬂ?ﬂ?ﬂ e (e {date)

0 Money joaned

]

2. Date debt was incurred: 07/16/2007 3. 1f court judgment, date obtained:

4. Classification of Claim. Check the apprepriate box or boxes that best describe vour claim and state the amount of the claim at the time the case was tited.
See reverse side for important explanations.

Secured Claim
Uinsecured Nonprierity Claim $ 77,5‘0000

o Check this box if your claim 1s secured by collaterai (including a right of setofty.
o Check this box if: a) there 1s no collateral of lien securing your claim or b)

your claim exceeds the value of the property securing it, or ¢) none or only part | Briet Description of Collateral:
of your claim is entitled to priority. = Real Estate o Other
0 Maoter Vehicle

Unsecured Priority Claim
Value of Collateral:  $

0 Check this box if you have an unsecured claim, all or part of which is i . o . )
entitled to priority. Amount of arrearage and other charges at time case tiled included in secured claim, if
’ any: $

Amount entitled to priotity $

Specity the priority of the claim’ o Upto $2,425* of deposits toward purchase, lease. or rental of property
or services tor personat, family, oe household use - 11 US.C. § 307¢an 7).

11 Domestic support obligations under 11 11.5.C. § 507(a} 1 WA)or (a}1¥B).

o Taxes or penalties owed 1o governmental units - 11 U.S.C. § 507{ay 8}
= Wagges, salaries, or commissions (up to $10,930),* carned within 180 days
betore tiling of the bankruptey petition or cessation of the debtor’s business, G Other — Specify applicable paragraph of 11 U.S.C. § 30Ha)_ )
whichever is earlier- 11 U.S.C. § 307(a)}4).

*Amounts are subject to adjustment on 4/1/10 and every 3 vears thereafter with

5 Contributions to an emplovee beaetit plan - i1 U.S.C. § 307(a)N5). respect lo cases commenced on or afier the date of adjustment.

5. Total Amounnt of Claim at Time Case Filed: 13

(unsecursd) (secured) {priority} (total)
0 Check this box if claim includes interest or other charges in addition to the principal amount of the ¢laim. Atlach itemized statement of all interest or additionat
charges.

6. Credits: The amount of all payments on this claim has been credited and deducted for the purpose of making this proof of claim. THIS SPACE 1S FOR COURT
USE ONLY

7. Supporting Documents: Auach copies of supporting documents, such as promissory notes, purchase orders, inveices, ilemized
statemenis of runmng accounts, contracts, court judgments, mortgages, security agreements, and evidence of perfection of lien. DO NOT
SEND ORIGINAL DOCUMENTS. [f the documents are not available, explain. it the documents are voluminous, attach 2 summary.

8. Date-Stamped Copy: To receive an acknowledgment of the filing of vour claim. enclose a stamped, selt-addressed envelope and
copy of this proot ot claim.

Date Sign atld print theyname and title, it any, of the creditor of other person authorized to tile this claim (attach copy

6 /Zﬁ/a H&rilf\ fa'sTa AT )

Penaity forpresenting fraudulent claim: Fine of up to $500,000 o imprisonument for up to 5 years, or both. 18 U.S.C. §§ 152 and 3571.

EXHIBIT A
Page 11
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EMPLOYMENT AGREEMENT

AGREEMENT made as of the Ist day of May 2005, between People’s Choice Home
Loan, Inc., a Wyoming corporation (the “Company”), and Martin Bonanno (the “Executive”).

The Executive is presently employed as the Director of Loan Servicing of the Company.
The Company recognizes that the Executive’s contribution to the growth and success of the
Company has been substantial. The Company desires to provide for the continued employment
of the Executive and to make certain changes in the Executive’s employment arrangements with
the Company which the Company has determined will reinforce and encourage the continued
attention and dedication to the Company of the Executive as a member of the Company’s
management, in the best interest of the Company and its shareholders. The Executive is willing
to commit himself to continue to serve the Company, on the terms and conditions herein
provided. The Executive’s continued employment with the Company is contingent on his
execution of this Employment Agreement. Any and all employment contracts, bonus plans and
agreements, and all amendments to such employment contracts, bonus plans and agreements
between Executive and the Company shall be superseded in their entirety and rendered null and
void upon the commencement date of this Agreement as provided in Section 2 below.

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

1. Employment. The Company hereby agrees to continue to employ the Executive, and the
Executive hereby agrees to continue to serve the Company, on the terms and conditions set forth

herein.

2. Term. The employment of the Executive by the Company as provided in Section 1 will
commence on May 1, 2005, and end on Aprl 30, 2008, unless further extended or sooner
terminated as hereinafter provided. Commencing on May 1, 2006, and on each May 1 thereafter
(each, an “Anniversary Date”), the term of the Executive’s employment shall automatically be
extended for one (1) additional year, unless the Company or the Executive provides 90 days’
written notice to the other prior to any such Anniversary Date that it or he does not wish the
Term of this Agreement to continue to be automatically extended as described above. In the
event either party gives such notice, no additional automatic extensions shall take effect. For
purposes of this Agreement, "Term" shall mean the actual duration of Executive's employment
hereunder, taking into account any extensions or notices not to extend pursuant to this Section 2

or termination of employment pursuant to Section 7.

3. Position and Duties. The Executive shall serve as the Director of Loan Servicing, and shall
have such responsibilities, duties and authority as he may have as of the date hereof and as may
from time to time be assigned to the Executive. The Executive shall devote substantially all his
working time and efforts to the business and affairs of the Company; provided, that nothing in

EXHIBIT A
Page 12



Case 2:12-bk-15811-RK Doc 2837-1 Filed 02/28/14 Entered 02/28/14 17:10:42
Desc Exhibit A Page 4 of 21

this Agreement shall preclude Executive from serving as a director or trustee in any other firm or
from pursuing personal real estate investments and other personal investments, as long as such
activities do not interfere with Executive's performance of his duties hereunder or violate Section

9 or 10 of this Agreement.

4. Service on Committees. During the Term, the Executive agrees to continue to serve on
committees specified by the Chief Executive Officer (“CEO”).

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

6. Compensation and Related Matters.

(a) Base Salary. The Company shall pay the Executive a base salary annually (the “Base
Salary™), which shall be payable in periodic installments according to the Company's normal
payroll practices. The initial Base Salary shall be $120,000. For purposes of this Agreement, the
term “Base Salary” shall mean the amount established and adjusted annually on each
Anniversary Date pursuant to this Section 6(a).

(b) Annual Cash Incentive Awards. The Executive shall be eligible to participate in the
annual cash incentive bonus plan adopted by the Compensation Committee of the Board of
Directors (the “Compensation Committee” and the “Board”, respectively) of People’s Choice
Financial Corporation (*“PCFC”) for each fiscal year during the Term of this Agreement (“Bonus
Plan™), subject to the terms and conditions of the Bonus Plan. If the Executive or the Company,
as the case may be, satisfies the performance criteria contained in such Bonus Plan for a fiscal
year, he shall receive an annual cash incentive bonus (the “Incentive Bonus™) in an amount
determined by the Compensation Committee, subject to 2 maximum Incentive Bonus of fifty
percent (50%) of Executive's Base Salary for such fiscal year and subject to ratification by the
Board, if required. If the Executive or the Company, as the case may be, fails to satisfy the
performance criteria contained in such Bonus Plan for a fiscal year, the Compensation
Committee may determine whether any Incentive Bonus shall be payable to Executive for that
year, subject to ratification by the Board, if required. The annual Incentive Bonus shall be paid
to the Executive no later than thirty (30) days after the date the Compensation Committee
determines whether the criteria in the Bonus Plan for such fiscal year were satisfied, but in no
event later than April 15 of the following fiscal year. For purposes of this Agreement, the term
“Incentive Bonus™ shall mean the amount established pursuant to this Section 6(b).

(c) Stock Based Awards. PCFC has established the 2004 Stock Incentive Plan (“Stock
Incentive Plan™). Subject to the terms and conditions of the Stock Incentive Plan, the Executive
shall be eligible to participate in the Stock Incentive Plan, and shall be eligible to receive annual
stock option and/or restricted stock awards under the Stock Incentive Plan. The Compensation
Committee shall make and approve any such awards to the Executive pursuant to the Stock

Incentive Plan.

2
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(1) 2004 Stock Incentive Plan Option Grants. Option awards under the Stock
Incentive Plan will have an exercise price per share equal to the closing price of PCFC’s common
stock on the trading day immediately preceding the date of grant, will have a term of ten (10)
years and will vest and become exercisable with respect to 1/3 of the underlying shares of PCFC
common stock not later than the first, second and third anniversaries, respectively, of the date of
grant; provided, however, that the Executive will be 100% vested in all outstanding option
awards, including the unvested portion of such awards, upon (i) a Change in Control (as defined
herein), {ii) a termination by the Company without Cause (as defined herein), or (i) a
termination by the Executive for Good Reason (as defined herein), and that the Executive will
forfeit all unvested options if he is terminated for Cause, Disability (as defined below) or death,
or if he terminates his employment hereunder for other than Good Reason.

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

For purposes of this Agreement:

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

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

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

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

“Person” means any human being, firm, corporation, partnership, or other entity.
“Person” also includes any human being, firm, corporation, partnership, or other entity as defined
in sections 13(d)(3) and 14(d)(2) of the Exchange Act. The term “Person” does not include
PCFC or any Related Entity, and the term Person does not include any employee-benefit plan
maintained by PCFC or any Related Entity, or any person or entity organized, appointed, or
established by PCFC or any Related Entity for or pursuant to the terms of any such employee-
benefit plan, unless the Board determines that such an employee-benefit plan or such person or
entity is a “Person”.

“Related Entity” means any entity that is part of a controlled group of corporations or is
under common control with PCFC within the meaning of Sections 1563(a), 414(b) or 414(c) of
the Code.

(d) Benefits.

(i) Vacation. The Executive shall be entitled to three (3) weeks of paid
vacation per full calendar year. The Executive shall not be entitled to cash in lieu of any unused
vacation time. The Executive shall be entitled to carry over any unused vacation time from year
to year pursuant to the Company’s then current vacation policy.

4

EXHIBIT A
Page 15



Case 2:12-bk-15811-RK Doc 2837-1 Filed 02/28/14 Entered 02/28/14 17:10:42
Desc Exhibit A Page 7 of 21

(i)  Sick and Personal Days. The Executive shall be entitled to sick and
personal days in accordance with the policies of the Company.

(in)  Employee Benefits.

(A)  Participation in Emplovee Benefit Plans. Subject to the terms of
any applicable plans, policies or programs, the Executive and his spouse and eligible dependents,
if any, and their respective designated beneficiaries where applicable, shall be entitled to
participate in all benefit plans from time to time in effect for senior executives of the Company
generally and will be eligible for and entitled to participate in all other Company sponsored
employee benefit plans, including but not limited to benefits such as group health, dental,
accident, disability insurance, group life insurance, and a 401(k) plan, as such benefits may be
offered from time to time, on a basis no less favorable than that applicable to other executives of
the Company.

(B)  Disability Insurance. The Company will maintain, at its cost, a
renewable long-term Disability plan that, subject to the terms of such plan and any applicable
plans, policies or programs, provides for payment of not Iess than 60% of the Executive’s Base
Salary for so long as any long-term Disability of the Executive continues.

(iv)  Directors and Officers Insurance. During the Term and for a period of
thirty-six (36) months thereafter, the Executive shall be entitled to director and officer insurance
coverage for his acts and omissions while an officer and director of the Company on a basis no
less favorable to him than the coverage provided to current officers and directors.

v) Reasonable Business Expenses. The Executive shall be entitled to
reimbursement of all reasonable, ordinary and necessary business expenses, in accordance with
the Company's policy as in effect from time to time.

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

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

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

(c) For Cause. The Company may terminate the Executive’s employment hereunder
immediately for Cause. For purposes of this Agreement, the Company shall have “Cause” to
terminate the Executive’s employment hereunder if Executive (i) has committed fraud or
misappropriated, stolen or embezzled funds or property from the Company or an affiliate of the
Company or secured or attempted to secure personally any profit in connection with any
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transaction entered into on behalf of the Company or any affiliate of the Company, (ii) has been
convicted of, or entered a plea of guilty or “nolo contendere” to, a felony, whether or not
involving the Company, (iii) has willfully failed to perform (other than by reason of illness or
temporary disability ) his material duties hereunder on an exclusive and full-time basis, or
willfully violated any reasonable directive or decision of the CEO or Board (iv) has knowingly
violated or breached any material law or regulation to the material detriment of the Company or
any affiliates of the Company or its business, (v) has breached any non-competition, non-
disclosure or non-solicitation agreement between Executive and the Company, (vi) fails to
follow any policy or procedure of the Company or fails to maintain a license required to perform
the duties contemplated by this Agreement, (vii) fails to achieve timely implementation and
acceptable performance of loan servicing projects assigned to the Executive, or fails to achieve
and maintain average or better servicer ratings from the major rating agencies within the time
period established by Company management, or fails to operate Servicing Department in
accordance with prudent industry servicing standards, or obtains unacceptable collection results
on loans serviced, each as determined by the CEO in his sole and absolute discretion, or (vii1)
breaches any material provision of this Agreement. Any such termination for cause shall be
immediately effective upon oral or written notification to Executive.

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

{e) Termination by the Executive.

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

(i)  For purposes of this Agreement, “Good Reason™ shall mean (A) a failure
by the Company to comply with any material provision of this Agreement (other than the
Company’s payment obligations referred to in clause (B) below) which has not been cured within
thirty (30) days after notice of such noncompliance has been given by the Executive to the
Company, or (B) any failure by the Company to pay the Executive Base Salary or any Incentive
Bonus to which he is entitled under the Bonus Plan or hereunder which failure has not been cured
within ten (10) days after notice of such noncompliance has been given by the Executive to the
Company or any failure of the Compensation Committee to approve a Bonus Plan for any fiscal
year.

(f) Any termination of the Executive’s employment by the Company or by the Executive
(other than termination pursuant to subsection (a) or (b) of this Section 7) shall be communicated
by written notice of termination to the other party hereto in accordance with Section 13.

{g) “Date of Termination” shall mean (i) if the Executive’s employment is terminated by
his death, the date of his death, (ii) if the Executive’s employment is terminated pursuant to
subsection (b) above, the date as of which the physician’s written opinion is received by the
Company following the expiration of 180 days of the Executive’s disability, (ii1) if the
Executive’s employment is terminated pursuant to subsections (c¢) or (d) above, the date specified
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in the notice of termination, and (iv) if the Executive’s employment is terminated for any other
reason, the date sixty (60) days following the date on which a notice of termination is given.

8. Compensation Upon Termination, Death or During Disability.

(a) Disability. Should Executive become disabled from performing his duties hereunder
as defined above, Executive acknowledges that his employment may be terminated anytime
thereafter if such disability continues; provided that during the period of the disability prior to
such termination of employment, Executive shall continue to receive all compensation and
benefits as if he were actively employed less any sums received directly by the Executive, if any,
under any policy or policies of disability income insurance purchased by the Company. In the
event of such termination, Executive shall be entitled to receive any unpaid Base Salary to the
Date of Termination, the earned but unpaid Incentive Bonus for any completed fiscal year and
any amounts due to Executive pursuant to Section 6(d) through the Date of Termination.
Executive's rights to receive any additional salary or payments under this Agreement shall
terminate but Executive shall have the right to continue to receive any and all payments made by
an insurance company under any and all policies of disability insurance purchased by the
Company. Executive's rights under any Company benefit plan will be those rights accorded to
any terminated employee under the plan provisions and applicable law. Executive will remain
entitled to receive any benefits under state disability or worker's compensation laws, In addition,
all vested PCFC stock options, Restricted Stock Grants and any other equity awards granted by
PCFC to the Executive shall become fully exercisable as of the Date of Termination, pursuant to
the terms of the Stock Incentive Plan.

(b) Death. If the Executive’s employment is terminated by his death, the Company shall
within ten (10) days following the date of the Executive’s death, pay to the Executive’s
designated beneficiary (ies) any amounts due to the Executive under Section 6(d) through the
date of and as a result of his death, an amount equal to the Executive’s annual Base Salary for the
year in which the termination took place, and an amount equal to either the Executive’s target
Incentive Bonus for the year in which the termination took place (if termination occurs during the
first year of this Agreement), or an amount equal to the average Incentive Bonus eamned by
Executive during the term of this Agreement (if termination occurs after the first year of this
Agreement) together with any other amounts to which the Executive is entitled pursuant to death
benefit plans, programs and policies. In addition, all vested PCFC stock options, Restricted
Stock Grants and any other equity awards granted by PCFC to the Executive shall become fully
exercisable as of the Date of Termination, pursuant to the terms of the Stock Incentive Plan.

(c) Cause or other than Good Reason. If the Executive’s employment shall be terminated
by the Company for Cause or by the Executive for other than Good Reason, the Company shall
pay the Executive his full Base Salary through the Date of Termination at the rate in effect at the
tirne notice of termination is given and reimburse the Executive for all reasonable and customary
expenses incurred by the Executive in performing services hereunder prior to the Date of
Termination in accordance with Section 6(d), and the Company shall have no further obligations
to the Executive under this Agreement.

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

(1) the Company shall pay to the Executive within two business days
following the date of termination any unpaid Base Salary to the Date of Termination, the earned
but unpaid Incentive Bonus for any completed fiscal year, and any amounts due to Executive
pursuant to Section 6 (d) through the Date of Termination;

(i1)  the Company shall pay to the Executive as severance pay (a) an aggregate
amount equal to one-half of the Executive's annualized rate of Base Salary in effect as of the date
of termination, such aggregate amount to be paid in a series of substantially equal installments
(not less frequently than monthly) over a period of six months following the Date of
Termination. Any amounts eamed by Executive from any source during the period following
termination will offset the payment obligations set forth in this Section 8; and

(iii) the obligations of the Company to make any payments to Executive
required under Section 8(d) hereof shall be conditioned on the execution and delivery by the
Executive of a general release of claims in form and substance reasonably satisfactory to the
Company.

9. Nondisclosure. The Executive shall hold in a fiduciary capacity for the benefit of the
Company all secret or confidential information, knowledge or data relating to the Company or
any of its affiliated companies, and their respective businesses, which shall have been obtained
by the Executive during the Executive's employment by the Company or any of its affiliated
companies and which shall not be or become public knowledge (other than by acts by the
Executive or representatives of the Executive in violation of this Agreement). After termination
of the Executive's employment with the Company, the Executive shall not, without the prior
written consent of the Company or as may otherwise be required by law or legal process,
communicate or divulge any such information, knowledge or data to anyone other than the
Company and those designated by it. The agreement made in this Section 9 shall be in addition
to, and not in limitation or derogation of, any obligations otherwise imposed by law or by
separate agreement upon the Executive in respect of confidential information of the Company.

10. Non-Competition and Non-Solicitation. During the Executive’s employment with the
Company and for a period of twelve (12) months following the later of (a) Executive’s Date of
Termination or (b) the date on which payments from the Company to Executive pursuant to
Section 8 hereof cease, the Executive shall not, for himself or on behalf of or in conjunction with
any other person, persons, company, firm, partnership, corporation, business, group or other
entity (each, a *Person”), (i) work in the principal line of business engaged in, or planned to be
engaged in, by the Company at the Date of Termination within any state where the Company is
doing business or has plans for commencing business as of the Date of Termination, (ii) divert or
attempt to directly or indirectly divert or defray from the Company or any affiliate any business
of any kind, or (iti) solicit or do business with any Person who does business with the Company
or any affiliate as of the Date of Termination. The Executive’s passive ownership of less than
five percent (5%) of the securities of a public company shall not be treated as an action in
competition with the Company.
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(a) Executive hereby acknowledges and agrees that his employment with the Company
places him in a position of trust and confidence with respect to the business operations,
customers, prospects and personne! of the Company. He agrees that, due to his position and
knowledge, his engaging in any business that competes in the principal line of business as the
Company will cause the Company significant and irreparable harm.

(b) In consideration of the compensation and benefits extended to him under this
Agreement, Executive agrees that, during the term of Executive’s employment by the Company
and for twelve (12) months following the later of (i) Executive’s Date of Termination or (ii) the
date on which payments from the Company to Executive pursuant to Section 8 hereof cease, the
Executive shall not, for any reason whatsoever, directly or indirectly, for himself or herself or on
behalf of or in conjunction with any other Person with whom the Executive works or is affiliated:

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

(ii))  solicit, induce or attempt to induce any Person who is, at the Date of
Termination, or has been within six (6) months prior to the Date of Termination, an actual
customer, client, business partner, or a prospective customer, client, business partner (i.¢., a
customer, client or business partner who is party to a written proposal or letter of intent with the
Company, in each case written less than six (6) months prior to the Date of Termination) of the
Company, for the purpose or with the intent of (A) inducing or attempting to induce such Person
to cease doing business with the Company or its affiliates, (B} enticing or attempting to entice
such Person to do business with Executive or any affiliate or employer of Executive, or (C) in
any way interfering with the relationship between such Person and the Company or its affiliates;
or

(ii1)  solicit, induce or attempt to induce any Person who is or that is, at the time
of the Date of Termination, or has been within six (6) months prior to the Date of Termination, a
supplier, licensee or consultant of, or provider of goods or services to the Company or its
affiliates, for the purpose or with the intent of (A) inducing or attempting to induce such Person
to cease doing business with the Company or its affiliates or (B) in any way interfering with the
relationship between such Person and the Company or its affiliates.

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

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

(e) The covenants in this Section 10 are severable and separate, and the unenforceability
of any specific covenant shall not affect the provisions of any other covenant. Moreover, in the
event any court of competent jurisdiction shall determine that the scope, time or temtonal
restrictions set forth herein are unreasonable, then it is the intention of the parties that such
restrictions be enforced to the fullest extent that such court deems reasonable, and the Agreement
shall thereby be reformed to reflect the same.

(f) All of the covenants in this Section 10 shall be construed as an agreement
independent of any other provision in this Agreement, and the existence of any claim or cause of
action of Executive against the Company whether predicated on this Agreement or otherwise
shall not constitute a defense to the enforcement by the Company of such covenants. It is
specifically agreed that the duration of the period during which the agreements and covenants of
Executive made in this Section 10 shall be effective shall be computed by excluding from such
computation any time during which Executive is in violation of any provision of this Section 10.

(g) Notwithstanding any of the foregoing, if any applicable law, judicial ruling or order
shall reduce the time period during which Executive shall be prohibited from engaging in any
competitive activity described in Section 10 hereof, the period of time for which Executive shall
be prohibited pursuant to Section 10 hereof shall be the maximum time permitted by law.

11. Successors; Binding Agreement. This Agreement shall be binding upon and inure to the
benefit of successors and permitted assigns of the parties. This Agreement may not be assigned,
nor may performance of any duty hereunder be delegated, by either party without the prior
written consent of the other; provided, however, the Company may assign this Agreement to any
successor to its business, including but not limited to in connection with any subsequent merger,
consolidation, sale of all or substantially all of the assets or stock of the Company or similar
transaction tnvolving the Company or a successor corporation.

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

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

FAX:

If to the Company:

PEQPLE’S CHOICE HOME LOAN, INC.
7515 Irvine Center Drive

Irvine, Califormia 92618

Attention: Chief Executive Officer

FAX: (949) 341-2220

With a copy to:

PEOPLE’S CHOICE FINANCIAL CORPORATION
7515 Irvine Center Drive
Irvine, California 92618
Attention: General Counsel
FAX: (949) 341-2248
or to such other address as any party may have furnished to the others in writing in accordance

herewith, except that notices of change of address shall be effective only upon receipt.

14. Termination Obligations.

(a) Executive agrees that all property, including, without limitation, all equipment,
tangible Proprietary Information (as defined below), documents, books, records, reports, notes,
contracts, lists, customer lists (which are defined to include, without limitation, broker lists), contact
lists, appraiser lists, servicing lists, employee lists, computer disks (and other computer-generated
files and data), and copies thereof, created on any medium and furnished to, obtained by, or
prepared by Executive in the course of or incident to Executive’s employment, belongs to the
Company and shall be returned with all copies and partial copies thereof promptly to the Company
upon termination of the period of employment.

(b) All benefits to which Executive is otherwise entitled shall cease upon Executive’s
termination, unless explicitly continued either under this Agreement or under any specific written
policy or benefit plan of the Company.

(c) Upon termination of the period of employment, Executive shall be deemed to
have resigned from all offices and directorships then held with the Company or any affiliate.

(d) Following any termination of the period of employment, Executive shall fully
cooperate with the Company in all matters relating to the winding up of pending work on behalf of
the Company and the orderly transfer of work to other employees of the Company. Executive shatl
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also cooperate in the defense of any action brought by any third party against the Company that
relates in any way to Executive’s acts or omissions while employed by the Company.

(f) Prior to beginning any employment within six (6) months following any
termination of the period of employment, Executive shall first provide the Company with the name
and address of Executive’s prospective employer so that the Company may provide the new
employer with a copy of this Agreement.

15. Proprietary Information.

(a) Defined. “Proprietary Information™ is all information and any idea in whatever
form, tangible or intangtble, pertaining in any manner to the business of the Company, or any
affiliate, or its employees, clients, consultants, or business associates, which was produced by any
employee of the Company in the course of Executive’s employment or otherwise produced or
acquired by or on behalf of the Company. All Proprietary Information not generally known outside
of the Company’s organization, and all Proprietary Information so known only through improper
means, shall be deemed “Confidential Information.” Without limiting the foregoing definition,
Proprietary and Confidential Information shall include, but not be limited to: (i) formulas,
development techniques, processes, trade secrets, computer programs, electronic codes, research
projects, forms, contracts, broker lists, appraiser lists, business practices, policies and procedures,
and sales aids and techniques; (ii) information about costs, profits, markets, sales, and lists of other
customers or clients; (ii1) business, marketing, and strategic plans; (iv) employee personnel files and
compensation information; and (v) all other material and information directly or indirectly given to
or received by Executive that relate in any manner to any business or operation the Company is
engaged in or any time intends to become engaged in. Executive should consult the Company
procedures instituted to identify and protect certain types of Confidential Information, which are
considered by the Company to be safeguards in addition to the protection provided by this
Agreement. Nothing contained in those procedures or in this Agreement is intended to limit the

effect of the other.

(b) General Restrictions on Use. Executive acknowledges that the Company has
expended substantial time and money to create, acquire, gather and maintain the secrecy of
Confidential Information and that the Company would suffer economic and other harm if its
Confidential Information were used or disclosed in violation of this Agreement. Executive
therefore agrees that Executive shall use Proprietary Information, and shall disclose Confidential
Information, only for the benefit of the Company and as is necessary to carry out Executive’s
responsibilities under this Agreement. Following termination, Executive shall neither, directly or
indirectly, use any Proprietary Information nor disclose any Confidential Information, except as
expressly and specifically authorized in writing by the Company. Executive shall immediately
deliver to the Company all Confidential and Proprietary Information upon termination of this
Agreement for any reason. The publication of any Proprietary Information through literature or
speeches must be approved in advance in writing by the Company’s President.

(c) Location and Reproduction. Executive shall maintain at Executive’s work station
and/or any other place under Executive’s control only such Confidential Information as Executive
has a current “need to know.” Executive shall retumn to the appropriate person or location or
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otherwise properly dispose of Confidential Information once that need to know no longer exists.
Executive shall not make copies of or otherwise reproduce Confidential Information without the
prior written consent of the Company’s President.

(d) Prior Actions and Knowledge. Executive represents and warrants that from the
time of Executive’s first contact with the Company, Executive has held in strict confidence all
Confidential Information and has not disclosed any Confidential Information, directly or indirectly,
to anyone outside of the Company, or used, copied, published, or summarized any Confidential
Information, except to the extent otherwise permitted in this Agreement.

(¢) Third-Party Information. Executive acknowledges that the Company has received
and in the future will receive from third parties their confidential information subject to a duty on
the Company’s part to maintain the confidentiality of such information and to use it only for certain
limited purposes. Executive agrees that Executive owes the Company and such third parties, during
the period of employment and thereafter, a duty to hold all such confidential information in the
strictest confidence and not to disclose or use it, except as necessary to perform Executive’s
obligations hereunder and as is consistent with the Company’s agreement with such third parties.

16. Miscellancous. No provisions of this Agreement may be modified, waived or discharged
unless such waiver, modification or discharge is agreed to in writing signed by the Executive and
such officer of the Company as may be specifically designated by the Board. No waiver by
either party hereto at any time of any breach by the other party hereto of, or compliance with, any
condition or provision of this Agreement to be performed by such other party shall be deemed a
waiver of similar or dissimilar provisions or conditions at the same or at any prior or subsequent
time. No agreements or representations, oral or otherwise, express or implied, with respect to the
subject matter hereof have been made by either party which are not set forth expressly in this
Agreement. The validity, interpretation, construction and performance of this Agreement shall
be governed by the laws of the State of California without regard to its conflicts of law

principles.

(a) Validity. The invalidity or unenforceability of any provision or provisions of this
Agreement shall not affect the validity or enforceability of any other provision of this
Agreement, which shall remain in full force and effect.

{b) Counterparts. This Agreement may be executed in one or more counterparts, each of
which shall be deemed to be in an original but all of which together will constitute one and the

same nstrument,

() Disputes.

(1) Arbitrable Claims. All disputes between Executive (and Executive’s heirs,
beneficiaries, executors, administrators and assigns) and the Company (and its affiliates,
shareholders, directors, officers, employees, agents, successors, attorneys, and assigns)
relating in any manner whatsoever to the employment or termination of Executive,
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including, without limitation, all disputes arising under this Agreement (‘‘Arbitrable
Claims™), shall be resolved by final and binding arbitration. All persons and entities
specified in the preceding sentence (other than Company and Executive) shall be considered
third-party beneficiaries of the rights and obligations created by this Section 16. Arbitrable
Claims shall include, but are not limited to, contract (express or implied) and tort claims of
all kinds, as well as all claims based on any federal, state, or local law, statute, or regulation,
excepting only claims under applicable workers' compensation law and unemployment
insurance claims. By way of example and not in limitation of the foregoing, Arbitrable
Claims shall include any claims arising under Title VII of the Civil Rights Act of 1964, the
Age Discrimination in Employment Act, the Americans with Disabilities Act, and the
California Fair Employment and Housing Act, as well as any claims asserting wrongful
termination, breach of contract, breach of the covenant of good faith and fair dealing,
negligent or intentional infliction of emotional distress, negligent or intentional
misrepresentation, negligent or intentional interference with contract or prospective
economic advantage, defamation, invasion of privacy, and claims related to disability.
Arbitration shall be final and binding upon the parties and shall be the exclusive remedy for
all Arbitrable Claims, except that the Company may, at its option, seek interim injunctive
relief and other provisional remedies in court as set forth in Section 16 (vi) of this
Agreement. The parties hereby waive any rights they may have to trial by jury in regard to
Arbitrable Claims,

(i) Procedure.  Arbitration of Arbitrable Claims shall be in accordance with
the National Rules for the Resolution of Employment Disputes of the American Arbitration
Association, as amended (“AAA Employment Rules™), as augmented in this Agreement.
Arbitration shall be initiated as provided by the AAA Employment Rules, although the
written notice to the other party initiating arbitration shall also include a statement of the
claim(s) asserted and all the facts upon which the claim(s) are based. Either party may
bring an action in court to compel arbitration under this Agreement and to enforce an
arbitration award. Otherwise, neither party shall initiate or prosecute any lawsuit or
administrative action in any way related to any Arbitrable Claim. All arbitration hearings
under this Agreement shall be conducted in Orange County, California. The Federal
Arbitration Act shall govern the interpretation and enforcement of this Section 16.

(i11) Arbitrator Selection and Authority. All disputes involving Arbitrable
Claims shall be decided by a single arbitrator. The arbitrator shall be selected by mutual
agreement of the parties within thirty (30) days of the effective date of the notice initiating
the arbitration. If the parties cannot agree on an arbitrator, then the complaining party shatl
notify the AAA and request selection of an arbitrator in accordance with the AAA
Employment Rules. The arbitrator shall have only such authority to award equitable relief,
damages, costs, and fees as a court would have for the particular claim(s) asserted and any
action of the arbitrator in contravention of this limitation may be the subject of court appeal
by the aggrieved party. No other aspect of any ruling by the arbitrator shall be appealable,
and, except for being limited to relief that would be available in a court proceeding, all other
aspects of the arbitrator’s ruling shall be final and non-appealable. The expenses of
arbitration shall be bome by the Company. The arbitrator shall have exclusive authority to
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resolve all Arbitrable Claims, including, but not limited to, whether any particular claim is
arbitrable and whether all or any part of this Agreement is void or unenforceable.

(iv) Confidentiality. All proceedings and all documents prepared in connection
with any Arbitrable Claim shall be confidential and, unless otherwise required by law, the
subject matter thereof shall not be disclosed to any person other than the parties to the
proceedings, their counsel, witnesses and experts, the arbitrator, and, if involved, the court
and court staff. All documents filed with the arbitrator or with a court shall be filed under
seal. The parties shall stipulate to all arbitration and court orders necessary to effectuate
fully the provisions of this subsection concerning confidentiality.

(v)  Continuing Obligations. The rights and obligations of Executive and the
Company set forth in this Section 16 shall survive the termination of Executive’s
employment and the expiration of this Agreement.

(vi)  Exceptions for Injunctive Relief. Notwithstanding the foregoing, in order to
provide for interim relief pending the finalization of arbitration proceedings hercunder,
nothing in this Section 16 shall prohibit the Company from pursuing a claim for interim
injunctive relief, for other applicable provisional remedies, and for related attorneys’ fees in
a court of competent jurisdiction from Executive’s breach of Executive’s obligations set
forth in this Agreement including, without limitation, Sections 3, 9, 10, 14, 15 and 16 of this
Agreement.

(d} Legal Expenses. In the event that either party institutes any proceeding to enforce
his or its rights under, or to recover damages for breach of this Agreement, the prevailing party
shall be entitled to recover from the non-prevailing party any actual expenses for attorney's fees
and disbursements incurred by him or it.

(e) Indemnification. The Company shall indemnify and hold the Executive harmless
to the maximum extent permitted by the laws of the State of Wyoming (and the law of any other
appropriate jurisdiction after any reincorporation of the Company) against judgments, fines,
amounts paid in settlement and reasonable expenses, including attorneys® fees incurred by
Executive, in connection with the defense of, or as a result of any action or proceeding (or any
appeal from any action or proceeding) in which Executive is made or is threatened to be made a
party by reason of the fact that he is or was an officer or director of the Company or a subsidiary
or affiliate thereof, regardless of whether such action or proceeding is one brought by or in the
right of the Company or a subsidiary or affiliate thereof to procure a judgment in its favor (or
other than by or in the right of the Company or a subsidiary or affiliate thereof); provided,
however, that this indemnification provision shall not apply to any action or proceeding relating
to a dispute between the Company and the Executive based on any alleged breach or violation of
this Agreement.

17. Entire Agreement. This Agreement sets forth the entire agreement of the parties hereto in
respect of the subject matter contained herein and supersedes all prior agreements, promises,
covenarnts, arrangements, communications, representations or warranties, whether oral or written,
by any officer, employee or representative of any party hereto; and any prior agreement of the
parties hereto in respect of the subject matter contained herein. Further, it is agreed that if
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Executive does not commence employment pursuant to Section 2 of this Agreement, this
Agreement shall be void and of no force or effect.

IN WITNESS WHEREOF, the parties have executed this Agreement on the date and year
first above written.
PEOPLE’S CHOICE HOME LOAN, INC.

Name:

Title: CEZ

M BONANNO

[
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Jeremy V. Richards (CA Bar No. 1023000)

Jeffrey W. Dulberg (CA Bar No. 181200)

Scotta E. McFarland (CA Bar No. 165391)

J. Rudy Freeman (CA Bar No. 188032)

PACHULSKI STANG ZIEHL YOUNG
JONES & WEINTRAUB LLP

10100 Santa Monica Blvd., 11th Floor

Los Angeles, California 90067-4100

Telephone: 310/277-6910

Facsimile: 310/201-0760

Attorneys for Debtors and Debtors in Possession

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA

SANTA ANA DIVISION
In re: Case No.: SA 07-10765-RK
PEOPLE’S CHOICE HOME LOAN, Chapter 11

INC., et al.,'
(Jointly Administered with Case Nos.
Debtors. SA 07-10767-RK and 07-10772-RK)

NOTICE OF DEADLINE FOR FILING
PROOFS OF CLAIM OR INTEREST IN
THESE CASES

Claims Bar Date: August 31, 2007

Governmental Unit Bar Date: October 1, 2007

TO ALL CREDITORS, SHAREHOLDERS, AND PARTIES REQUESTING SPECIAL
NOTICE:

On or about June 18, 2007 the United States Bankruptcy Court for the Central District of
California entered an Order (the “Bar Date Order”) in the chapter 11 cases (the “Cases”) of the
above-captioned debtors and debtors in possession (the “Debtors™) in accordance with Bankruptcy
Rule 3003(c) setting August 31, 2007 (the “Claims Bar Date™) as the last day for the filing of

proofs of claim or interest in these Cases Pr all claims against the Debtors arising prior to March

' The Debtors are People’s Choice Home Loan, Inc., a Wyoming corporation, Fed. Tax [.D. No.: 94-3348277; People’s
Choice Funding, Inc., a Delaware corporation, Fed. Tax [.D. No.: 20-1156865; and People’s Choice Financial
Corporation, a Maryland corporation, Fed. Tax 1D No.: 20-1157100.
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20, 2007 (the “Petition Date™) and October 1, 2007 (the “Governmental Unit Bar Date”) as the last

day for all governmental units, as defined in section 101(27) of the Bankruptcy Code, to assert

claims arising before the Petition Date.

The following claims are excepted from the provisions of the Bar Date Order and are not

required to be filed on or before the Claims Bar Date or the Governmental Unit Bar Date:

1

2)

3)
4

claims already duly filed in these Cases with the Clerk of the Bankruptcy Court for
the Central District of California; |

claims listed in the Debtors’ schedules of assets and liabilities, or as listed in any
supplements or amendments thereto (the “Schedules™), if the claimant does not
dispute the amount or manner in which its claim is listed in the Schedules or the
nature of the claim and if such claim is not designated therein as “contingent,”
“unliquidated,” “disputed,” or “unknown” (or assigned a zero amount); and

claims arising on or after the Petition Date;

claims for cure payments if the Debtors assume a contract pursuant to 11 U.S.C.

section 365.

If your claim is not listed on the schedules or is scheduled as disputed, contingent,

unliquidated or unknown, or you disagree with the amount or description scheduled for your claim

or interest, you must file a proof of claim or interest.

Holders of claims against the Debtors arising from the rejection by the Debtors of an

executory contract or unexpired lease must file a proof of claim for such claim before thirty (30)

days after the date of entry of the order authorizing rejection, unless the order authorizing rejection

of such executory contract or unexpired lease or an other order of the Court provides for an earlier

date in which case such earlier date shall govern in all respects.

Failure of a creditor or interest holder to timely file a proof of claim or interest on or

before the Claims Bar Date or the Governmental Unit Bar Date, as the case may be, shall be

forever barred from assertion of such claim against the Debtors and the property of the

Debtors, and the holder of such claim shall be forever barred from voting on any plan of

EXHIBIT A
Page 29 s

30395-002\DOCS LA:168600.1 2




ES, CALIFORNIA

ATTORNEYS AT Law

PACHULSKI STANG ZIEHL YOUNG JONES & WEINTRAUB LLP
Los ANGEL

Case 2:12-bk-15811-RK Doc 2837-1 Filed 02/28/14 Entered 02/28/14 17:10:42

o 00 <k O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Desc Exhibit A Page 21 of 21

reorganization filed in these Cases or participating in any distribution in these Cases.
Creditors and interest holders may wish to consult an attorney to protect their rights.

The Debtors’ Schedules and/or the Bar Date Order may be examined and inspected by
interested parties during regular business hours at the office of the Clerk of the Bankruptcy Court,
Ronald Reagan Federal Building, 411 Fourth Street, Santa Ana, California 92701 or viewed at

www.xroadscms.net/peopleschoice. Creditors who wish to rely on the Schedules shall have the

responsibility for determining that their claims are accurately listed therein.
Your claim(s) should be filed against the specific Debtor(s) against whom you hold a

claim(s).

Claims must be filed IN DUPLICATE (2 copies) by delivering them on or before the

Claims Bar Date or Governmental Unit Bar Date, as the case may be, at:

UNITED STATES BANKRUPTCY COURT
SANTA ANA DIVISION
P. 0. BOX 22026
SANTA ANA, CA 92702-2026

This notice may have been sent inadvertently to persons or entities that may not actually have

a Claim against the Debtors. The fact that you have received this notice does not mean that you have

a Claim, or that the Debtors or the Bankruptcy Court concedes that you have a Claim.

Any questions regarding this notice should be directed to Debtors’ counsel at the address set

forth in the upper left-hand corner of the first page hereof.

Dated: June 20, 2007 PACHULSKI STANG ZIEHL YOUNG
JONES & WEINTRAUB LLP

By /s/ Jeffrey W. Dulberg

Jeremy V. Richards

Jeffrey W. Dulberg

Scotta E. McFarland

J. Rudy Freeman

Attomeys Debtors and Debtors in Possession

Mailing Date: June 25, 2007
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EMPLOYMENT AGREEMENT

AGREEMENT made as of the Ist day of May 2005, between People’s Choice Home
Loan, Inc., a Wyoming corporation (the “Company”), and Martin Bonanno (the “Executive”).

The Executive is presently employed as the Director of Loan Servicing of the Company.
The Company recognizes that the Executive’s contribution to the growth and success of the
Company has been substantial. The Company desires to provide for the continued employment
of the Executive and to make certain changes in the Executive’s employment arrangements with
the Company which the Company has determined will reinforce and encourage the continued
attention and dedication to the Company of the Executive as a member of the Company’s
management, in the best interest of the Company and its shareholders. The Executive is willing
to commit himself to continue to serve the Company, on the terms and conditions herein
provided. The Executive’s continued employment with the Company is contingent on his
execution of this Employment Agreement. Any and all employment contracts, bonus plans and
agreements, and all amendments to such employment contracts, bonus plans and agreements
between Executive and the Company shall be superseded in their entirety and rendered null and
void upon the commencement date of this Agreement as provided in Section 2 below.

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

1. Employment. The Company hereby agrees to continue to employ the Executive, and the
Executive hereby agrees to continue to serve the Company, on the terms and conditions set forth

herein.

2. Term. The employment of the Executive by the Company as provided in Section 1 will
commence on May 1, 2005, and end on Aprl 30, 2008, unless further extended or sooner
terminated as hereinafter provided. Commencing on May 1, 2006, and on each May 1 thereafter
(each, an “Anniversary Date”), the term of the Executive’s employment shall automatically be
extended for one (1) additional year, unless the Company or the Executive provides 90 days’
written notice to the other prior to any such Anniversary Date that it or he does not wish the
Term of this Agreement to continue to be automatically extended as described above. In the
event either party gives such notice, no additional automatic extensions shall take effect. For
purposes of this Agreement, "Term" shall mean the actual duration of Executive's employment
hereunder, taking into account any extensions or notices not to extend pursuant to this Section 2

or termination of employment pursuant to Section 7.

3. Position and Duties. The Executive shall serve as the Director of Loan Servicing, and shall
have such responsibilities, duties and authority as he may have as of the date hereof and as may
from time to time be assigned to the Executive. The Executive shall devote substantially all his
working time and efforts to the business and affairs of the Company; provided, that nothing in

EXHIBIT B
Page 32



Case 2:12-bk-15811-RK Doc 2837-2 Filed 02/28/14 Entered 02/28/14 17:10:42
Desc Exhibit B Page 3 of 17

this Agreement shall preclude Executive from serving as a director or trustee in any other firm or
from pursuing personal real estate investments and other personal investments, as long as such
activities do not interfere with Executive's performance of his duties hereunder or violate Section

9 or 10 of this Agreement.

4. Service on Committees. During the Term, the Executive agrees to continue to serve on
committees specified by the Chief Executive Officer (“CEO”).

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

6. Compensation and Related Matters.

(a) Base Salary. The Company shall pay the Executive a base salary annually (the “Base
Salary™), which shall be payable in periodic installments according to the Company's normal
payroll practices. The initial Base Salary shall be $120,000. For purposes of this Agreement, the
term “Base Salary” shall mean the amount established and adjusted annually on each
Anniversary Date pursuant to this Section 6(a).

(b) Annual Cash Incentive Awards. The Executive shall be eligible to participate in the
annual cash incentive bonus plan adopted by the Compensation Committee of the Board of
Directors (the “Compensation Committee” and the “Board”, respectively) of People’s Choice
Financial Corporation (*“PCFC”) for each fiscal year during the Term of this Agreement (“Bonus
Plan™), subject to the terms and conditions of the Bonus Plan. If the Executive or the Company,
as the case may be, satisfies the performance criteria contained in such Bonus Plan for a fiscal
year, he shall receive an annual cash incentive bonus (the “Incentive Bonus™) in an amount
determined by the Compensation Committee, subject to 2 maximum Incentive Bonus of fifty
percent (50%) of Executive's Base Salary for such fiscal year and subject to ratification by the
Board, if required. If the Executive or the Company, as the case may be, fails to satisfy the
performance criteria contained in such Bonus Plan for a fiscal year, the Compensation
Committee may determine whether any Incentive Bonus shall be payable to Executive for that
year, subject to ratification by the Board, if required. The annual Incentive Bonus shall be paid
to the Executive no later than thirty (30) days after the date the Compensation Committee
determines whether the criteria in the Bonus Plan for such fiscal year were satisfied, but in no
event later than April 15 of the following fiscal year. For purposes of this Agreement, the term
“Incentive Bonus™ shall mean the amount established pursuant to this Section 6(b).

(c) Stock Based Awards. PCFC has established the 2004 Stock Incentive Plan (“Stock
Incentive Plan™). Subject to the terms and conditions of the Stock Incentive Plan, the Executive
shall be eligible to participate in the Stock Incentive Plan, and shall be eligible to receive annual
stock option and/or restricted stock awards under the Stock Incentive Plan. The Compensation
Committee shall make and approve any such awards to the Executive pursuant to the Stock

Incentive Plan.

2
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(1) 2004 Stock Incentive Plan Option Grants. Option awards under the Stock
Incentive Plan will have an exercise price per share equal to the closing price of PCFC’s common
stock on the trading day immediately preceding the date of grant, will have a term of ten (10)
years and will vest and become exercisable with respect to 1/3 of the underlying shares of PCFC
common stock not later than the first, second and third anniversaries, respectively, of the date of
grant; provided, however, that the Executive will be 100% vested in all outstanding option
awards, including the unvested portion of such awards, upon (i) a Change in Control (as defined
herein), {ii) a termination by the Company without Cause (as defined herein), or (i) a
termination by the Executive for Good Reason (as defined herein), and that the Executive will
forfeit all unvested options if he is terminated for Cause, Disability (as defined below) or death,
or if he terminates his employment hereunder for other than Good Reason.

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

For purposes of this Agreement:

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

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

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

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

“Person” means any human being, firm, corporation, partnership, or other entity.
“Person” also includes any human being, firm, corporation, partnership, or other entity as defined
in sections 13(d)(3) and 14(d)(2) of the Exchange Act. The term “Person” does not include
PCFC or any Related Entity, and the term Person does not include any employee-benefit plan
maintained by PCFC or any Related Entity, or any person or entity organized, appointed, or
established by PCFC or any Related Entity for or pursuant to the terms of any such employee-
benefit plan, unless the Board determines that such an employee-benefit plan or such person or
entity is a “Person”.

“Related Entity” means any entity that is part of a controlled group of corporations or is
under common control with PCFC within the meaning of Sections 1563(a), 414(b) or 414(c) of
the Code.

(d) Benefits.

(i) Vacation. The Executive shall be entitled to three (3) weeks of paid
vacation per full calendar year. The Executive shall not be entitled to cash in lieu of any unused
vacation time. The Executive shall be entitled to carry over any unused vacation time from year
to year pursuant to the Company’s then current vacation policy.
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(i)  Sick and Personal Days. The Executive shall be entitled to sick and
personal days in accordance with the policies of the Company.

(in)  Employee Benefits.

(A)  Participation in Emplovee Benefit Plans. Subject to the terms of
any applicable plans, policies or programs, the Executive and his spouse and eligible dependents,
if any, and their respective designated beneficiaries where applicable, shall be entitled to
participate in all benefit plans from time to time in effect for senior executives of the Company
generally and will be eligible for and entitled to participate in all other Company sponsored
employee benefit plans, including but not limited to benefits such as group health, dental,
accident, disability insurance, group life insurance, and a 401(k) plan, as such benefits may be
offered from time to time, on a basis no less favorable than that applicable to other executives of
the Company.

(B)  Disability Insurance. The Company will maintain, at its cost, a
renewable long-term Disability plan that, subject to the terms of such plan and any applicable
plans, policies or programs, provides for payment of not Iess than 60% of the Executive’s Base
Salary for so long as any long-term Disability of the Executive continues.

(iv)  Directors and Officers Insurance. During the Term and for a period of
thirty-six (36) months thereafter, the Executive shall be entitled to director and officer insurance
coverage for his acts and omissions while an officer and director of the Company on a basis no
less favorable to him than the coverage provided to current officers and directors.

v) Reasonable Business Expenses. The Executive shall be entitled to
reimbursement of all reasonable, ordinary and necessary business expenses, in accordance with
the Company's policy as in effect from time to time.

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

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

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

(c) For Cause. The Company may terminate the Executive’s employment hereunder
immediately for Cause. For purposes of this Agreement, the Company shall have “Cause” to
terminate the Executive’s employment hereunder if Executive (i) has committed fraud or
misappropriated, stolen or embezzled funds or property from the Company or an affiliate of the
Company or secured or attempted to secure personally any profit in connection with any
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transaction entered into on behalf of the Company or any affiliate of the Company, (ii) has been
convicted of, or entered a plea of guilty or “nolo contendere” to, a felony, whether or not
involving the Company, (iii) has willfully failed to perform (other than by reason of illness or
temporary disability ) his material duties hereunder on an exclusive and full-time basis, or
willfully violated any reasonable directive or decision of the CEO or Board (iv) has knowingly
violated or breached any material law or regulation to the material detriment of the Company or
any affiliates of the Company or its business, (v) has breached any non-competition, non-
disclosure or non-solicitation agreement between Executive and the Company, (vi) fails to
follow any policy or procedure of the Company or fails to maintain a license required to perform
the duties contemplated by this Agreement, (vii) fails to achieve timely implementation and
acceptable performance of loan servicing projects assigned to the Executive, or fails to achieve
and maintain average or better servicer ratings from the major rating agencies within the time
period established by Company management, or fails to operate Servicing Department in
accordance with prudent industry servicing standards, or obtains unacceptable collection results
on loans serviced, each as determined by the CEO in his sole and absolute discretion, or (vii1)
breaches any material provision of this Agreement. Any such termination for cause shall be
immediately effective upon oral or written notification to Executive.

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

{e) Termination by the Executive.

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

(i)  For purposes of this Agreement, “Good Reason™ shall mean (A) a failure
by the Company to comply with any material provision of this Agreement (other than the
Company’s payment obligations referred to in clause (B) below) which has not been cured within
thirty (30) days after notice of such noncompliance has been given by the Executive to the
Company, or (B) any failure by the Company to pay the Executive Base Salary or any Incentive
Bonus to which he is entitled under the Bonus Plan or hereunder which failure has not been cured
within ten (10) days after notice of such noncompliance has been given by the Executive to the
Company or any failure of the Compensation Committee to approve a Bonus Plan for any fiscal
year.

(f) Any termination of the Executive’s employment by the Company or by the Executive
(other than termination pursuant to subsection (a) or (b) of this Section 7) shall be communicated
by written notice of termination to the other party hereto in accordance with Section 13.

{g) “Date of Termination” shall mean (i) if the Executive’s employment is terminated by
his death, the date of his death, (ii) if the Executive’s employment is terminated pursuant to
subsection (b) above, the date as of which the physician’s written opinion is received by the
Company following the expiration of 180 days of the Executive’s disability, (ii1) if the
Executive’s employment is terminated pursuant to subsections (c¢) or (d) above, the date specified
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in the notice of termination, and (iv) if the Executive’s employment is terminated for any other
reason, the date sixty (60) days following the date on which a notice of termination is given.

8. Compensation Upon Termination, Death or During Disability.

(a) Disability. Should Executive become disabled from performing his duties hereunder
as defined above, Executive acknowledges that his employment may be terminated anytime
thereafter if such disability continues; provided that during the period of the disability prior to
such termination of employment, Executive shall continue to receive all compensation and
benefits as if he were actively employed less any sums received directly by the Executive, if any,
under any policy or policies of disability income insurance purchased by the Company. In the
event of such termination, Executive shall be entitled to receive any unpaid Base Salary to the
Date of Termination, the earned but unpaid Incentive Bonus for any completed fiscal year and
any amounts due to Executive pursuant to Section 6(d) through the Date of Termination.
Executive's rights to receive any additional salary or payments under this Agreement shall
terminate but Executive shall have the right to continue to receive any and all payments made by
an insurance company under any and all policies of disability insurance purchased by the
Company. Executive's rights under any Company benefit plan will be those rights accorded to
any terminated employee under the plan provisions and applicable law. Executive will remain
entitled to receive any benefits under state disability or worker's compensation laws, In addition,
all vested PCFC stock options, Restricted Stock Grants and any other equity awards granted by
PCFC to the Executive shall become fully exercisable as of the Date of Termination, pursuant to
the terms of the Stock Incentive Plan.

(b) Death. If the Executive’s employment is terminated by his death, the Company shall
within ten (10) days following the date of the Executive’s death, pay to the Executive’s
designated beneficiary (ies) any amounts due to the Executive under Section 6(d) through the
date of and as a result of his death, an amount equal to the Executive’s annual Base Salary for the
year in which the termination took place, and an amount equal to either the Executive’s target
Incentive Bonus for the year in which the termination took place (if termination occurs during the
first year of this Agreement), or an amount equal to the average Incentive Bonus eamned by
Executive during the term of this Agreement (if termination occurs after the first year of this
Agreement) together with any other amounts to which the Executive is entitled pursuant to death
benefit plans, programs and policies. In addition, all vested PCFC stock options, Restricted
Stock Grants and any other equity awards granted by PCFC to the Executive shall become fully
exercisable as of the Date of Termination, pursuant to the terms of the Stock Incentive Plan.

(c) Cause or other than Good Reason. If the Executive’s employment shall be terminated
by the Company for Cause or by the Executive for other than Good Reason, the Company shall
pay the Executive his full Base Salary through the Date of Termination at the rate in effect at the
tirne notice of termination is given and reimburse the Executive for all reasonable and customary
expenses incurred by the Executive in performing services hereunder prior to the Date of
Termination in accordance with Section 6(d), and the Company shall have no further obligations
to the Executive under this Agreement.

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

(1) the Company shall pay to the Executive within two business days
following the date of termination any unpaid Base Salary to the Date of Termination, the earned
but unpaid Incentive Bonus for any completed fiscal year, and any amounts due to Executive
pursuant to Section 6 (d) through the Date of Termination;

(i1)  the Company shall pay to the Executive as severance pay (a) an aggregate
amount equal to one-half of the Executive's annualized rate of Base Salary in effect as of the date
of termination, such aggregate amount to be paid in a series of substantially equal installments
(not less frequently than monthly) over a period of six months following the Date of
Termination. Any amounts eamed by Executive from any source during the period following
termination will offset the payment obligations set forth in this Section 8; and

(iii) the obligations of the Company to make any payments to Executive
required under Section 8(d) hereof shall be conditioned on the execution and delivery by the
Executive of a general release of claims in form and substance reasonably satisfactory to the
Company.

9. Nondisclosure. The Executive shall hold in a fiduciary capacity for the benefit of the
Company all secret or confidential information, knowledge or data relating to the Company or
any of its affiliated companies, and their respective businesses, which shall have been obtained
by the Executive during the Executive's employment by the Company or any of its affiliated
companies and which shall not be or become public knowledge (other than by acts by the
Executive or representatives of the Executive in violation of this Agreement). After termination
of the Executive's employment with the Company, the Executive shall not, without the prior
written consent of the Company or as may otherwise be required by law or legal process,
communicate or divulge any such information, knowledge or data to anyone other than the
Company and those designated by it. The agreement made in this Section 9 shall be in addition
to, and not in limitation or derogation of, any obligations otherwise imposed by law or by
separate agreement upon the Executive in respect of confidential information of the Company.

10. Non-Competition and Non-Solicitation. During the Executive’s employment with the
Company and for a period of twelve (12) months following the later of (a) Executive’s Date of
Termination or (b) the date on which payments from the Company to Executive pursuant to
Section 8 hereof cease, the Executive shall not, for himself or on behalf of or in conjunction with
any other person, persons, company, firm, partnership, corporation, business, group or other
entity (each, a *Person”), (i) work in the principal line of business engaged in, or planned to be
engaged in, by the Company at the Date of Termination within any state where the Company is
doing business or has plans for commencing business as of the Date of Termination, (ii) divert or
attempt to directly or indirectly divert or defray from the Company or any affiliate any business
of any kind, or (iti) solicit or do business with any Person who does business with the Company
or any affiliate as of the Date of Termination. The Executive’s passive ownership of less than
five percent (5%) of the securities of a public company shall not be treated as an action in
competition with the Company.
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(a) Executive hereby acknowledges and agrees that his employment with the Company
places him in a position of trust and confidence with respect to the business operations,
customers, prospects and personne! of the Company. He agrees that, due to his position and
knowledge, his engaging in any business that competes in the principal line of business as the
Company will cause the Company significant and irreparable harm.

(b) In consideration of the compensation and benefits extended to him under this
Agreement, Executive agrees that, during the term of Executive’s employment by the Company
and for twelve (12) months following the later of (i) Executive’s Date of Termination or (ii) the
date on which payments from the Company to Executive pursuant to Section 8 hereof cease, the
Executive shall not, for any reason whatsoever, directly or indirectly, for himself or herself or on
behalf of or in conjunction with any other Person with whom the Executive works or is affiliated:

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

(ii))  solicit, induce or attempt to induce any Person who is, at the Date of
Termination, or has been within six (6) months prior to the Date of Termination, an actual
customer, client, business partner, or a prospective customer, client, business partner (i.¢., a
customer, client or business partner who is party to a written proposal or letter of intent with the
Company, in each case written less than six (6) months prior to the Date of Termination) of the
Company, for the purpose or with the intent of (A) inducing or attempting to induce such Person
to cease doing business with the Company or its affiliates, (B} enticing or attempting to entice
such Person to do business with Executive or any affiliate or employer of Executive, or (C) in
any way interfering with the relationship between such Person and the Company or its affiliates;
or

(ii1)  solicit, induce or attempt to induce any Person who is or that is, at the time
of the Date of Termination, or has been within six (6) months prior to the Date of Termination, a
supplier, licensee or consultant of, or provider of goods or services to the Company or its
affiliates, for the purpose or with the intent of (A) inducing or attempting to induce such Person
to cease doing business with the Company or its affiliates or (B) in any way interfering with the
relationship between such Person and the Company or its affiliates.

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

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

(e) The covenants in this Section 10 are severable and separate, and the unenforceability
of any specific covenant shall not affect the provisions of any other covenant. Moreover, in the
event any court of competent jurisdiction shall determine that the scope, time or temtonal
restrictions set forth herein are unreasonable, then it is the intention of the parties that such
restrictions be enforced to the fullest extent that such court deems reasonable, and the Agreement
shall thereby be reformed to reflect the same.

(f) All of the covenants in this Section 10 shall be construed as an agreement
independent of any other provision in this Agreement, and the existence of any claim or cause of
action of Executive against the Company whether predicated on this Agreement or otherwise
shall not constitute a defense to the enforcement by the Company of such covenants. It is
specifically agreed that the duration of the period during which the agreements and covenants of
Executive made in this Section 10 shall be effective shall be computed by excluding from such
computation any time during which Executive is in violation of any provision of this Section 10.

(g) Notwithstanding any of the foregoing, if any applicable law, judicial ruling or order
shall reduce the time period during which Executive shall be prohibited from engaging in any
competitive activity described in Section 10 hereof, the period of time for which Executive shall
be prohibited pursuant to Section 10 hereof shall be the maximum time permitted by law.

11. Successors; Binding Agreement. This Agreement shall be binding upon and inure to the
benefit of successors and permitted assigns of the parties. This Agreement may not be assigned,
nor may performance of any duty hereunder be delegated, by either party without the prior
written consent of the other; provided, however, the Company may assign this Agreement to any
successor to its business, including but not limited to in connection with any subsequent merger,
consolidation, sale of all or substantially all of the assets or stock of the Company or similar
transaction tnvolving the Company or a successor corporation.

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

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

FAX:

If to the Company:

PEQPLE’S CHOICE HOME LOAN, INC.
7515 Irvine Center Drive

Irvine, Califormia 92618

Attention: Chief Executive Officer

FAX: (949) 341-2220

With a copy to:

PEOPLE’S CHOICE FINANCIAL CORPORATION
7515 Irvine Center Drive
Irvine, California 92618
Attention: General Counsel
FAX: (949) 341-2248
or to such other address as any party may have furnished to the others in writing in accordance

herewith, except that notices of change of address shall be effective only upon receipt.

14. Termination Obligations.

(a) Executive agrees that all property, including, without limitation, all equipment,
tangible Proprietary Information (as defined below), documents, books, records, reports, notes,
contracts, lists, customer lists (which are defined to include, without limitation, broker lists), contact
lists, appraiser lists, servicing lists, employee lists, computer disks (and other computer-generated
files and data), and copies thereof, created on any medium and furnished to, obtained by, or
prepared by Executive in the course of or incident to Executive’s employment, belongs to the
Company and shall be returned with all copies and partial copies thereof promptly to the Company
upon termination of the period of employment.

(b) All benefits to which Executive is otherwise entitled shall cease upon Executive’s
termination, unless explicitly continued either under this Agreement or under any specific written
policy or benefit plan of the Company.

(c) Upon termination of the period of employment, Executive shall be deemed to
have resigned from all offices and directorships then held with the Company or any affiliate.

(d) Following any termination of the period of employment, Executive shall fully
cooperate with the Company in all matters relating to the winding up of pending work on behalf of
the Company and the orderly transfer of work to other employees of the Company. Executive shatl
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also cooperate in the defense of any action brought by any third party against the Company that
relates in any way to Executive’s acts or omissions while employed by the Company.

(f) Prior to beginning any employment within six (6) months following any
termination of the period of employment, Executive shall first provide the Company with the name
and address of Executive’s prospective employer so that the Company may provide the new
employer with a copy of this Agreement.

15. Proprietary Information.

(a) Defined. “Proprietary Information™ is all information and any idea in whatever
form, tangible or intangtble, pertaining in any manner to the business of the Company, or any
affiliate, or its employees, clients, consultants, or business associates, which was produced by any
employee of the Company in the course of Executive’s employment or otherwise produced or
acquired by or on behalf of the Company. All Proprietary Information not generally known outside
of the Company’s organization, and all Proprietary Information so known only through improper
means, shall be deemed “Confidential Information.” Without limiting the foregoing definition,
Proprietary and Confidential Information shall include, but not be limited to: (i) formulas,
development techniques, processes, trade secrets, computer programs, electronic codes, research
projects, forms, contracts, broker lists, appraiser lists, business practices, policies and procedures,
and sales aids and techniques; (ii) information about costs, profits, markets, sales, and lists of other
customers or clients; (ii1) business, marketing, and strategic plans; (iv) employee personnel files and
compensation information; and (v) all other material and information directly or indirectly given to
or received by Executive that relate in any manner to any business or operation the Company is
engaged in or any time intends to become engaged in. Executive should consult the Company
procedures instituted to identify and protect certain types of Confidential Information, which are
considered by the Company to be safeguards in addition to the protection provided by this
Agreement. Nothing contained in those procedures or in this Agreement is intended to limit the

effect of the other.

(b) General Restrictions on Use. Executive acknowledges that the Company has
expended substantial time and money to create, acquire, gather and maintain the secrecy of
Confidential Information and that the Company would suffer economic and other harm if its
Confidential Information were used or disclosed in violation of this Agreement. Executive
therefore agrees that Executive shall use Proprietary Information, and shall disclose Confidential
Information, only for the benefit of the Company and as is necessary to carry out Executive’s
responsibilities under this Agreement. Following termination, Executive shall neither, directly or
indirectly, use any Proprietary Information nor disclose any Confidential Information, except as
expressly and specifically authorized in writing by the Company. Executive shall immediately
deliver to the Company all Confidential and Proprietary Information upon termination of this
Agreement for any reason. The publication of any Proprietary Information through literature or
speeches must be approved in advance in writing by the Company’s President.

(c) Location and Reproduction. Executive shall maintain at Executive’s work station
and/or any other place under Executive’s control only such Confidential Information as Executive
has a current “need to know.” Executive shall retumn to the appropriate person or location or
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otherwise properly dispose of Confidential Information once that need to know no longer exists.
Executive shall not make copies of or otherwise reproduce Confidential Information without the
prior written consent of the Company’s President.

(d) Prior Actions and Knowledge. Executive represents and warrants that from the
time of Executive’s first contact with the Company, Executive has held in strict confidence all
Confidential Information and has not disclosed any Confidential Information, directly or indirectly,
to anyone outside of the Company, or used, copied, published, or summarized any Confidential
Information, except to the extent otherwise permitted in this Agreement.

(¢) Third-Party Information. Executive acknowledges that the Company has received
and in the future will receive from third parties their confidential information subject to a duty on
the Company’s part to maintain the confidentiality of such information and to use it only for certain
limited purposes. Executive agrees that Executive owes the Company and such third parties, during
the period of employment and thereafter, a duty to hold all such confidential information in the
strictest confidence and not to disclose or use it, except as necessary to perform Executive’s
obligations hereunder and as is consistent with the Company’s agreement with such third parties.

16. Miscellancous. No provisions of this Agreement may be modified, waived or discharged
unless such waiver, modification or discharge is agreed to in writing signed by the Executive and
such officer of the Company as may be specifically designated by the Board. No waiver by
either party hereto at any time of any breach by the other party hereto of, or compliance with, any
condition or provision of this Agreement to be performed by such other party shall be deemed a
waiver of similar or dissimilar provisions or conditions at the same or at any prior or subsequent
time. No agreements or representations, oral or otherwise, express or implied, with respect to the
subject matter hereof have been made by either party which are not set forth expressly in this
Agreement. The validity, interpretation, construction and performance of this Agreement shall
be governed by the laws of the State of California without regard to its conflicts of law

principles.

(a) Validity. The invalidity or unenforceability of any provision or provisions of this
Agreement shall not affect the validity or enforceability of any other provision of this
Agreement, which shall remain in full force and effect.

{b) Counterparts. This Agreement may be executed in one or more counterparts, each of
which shall be deemed to be in an original but all of which together will constitute one and the

same nstrument,

() Disputes.

(1) Arbitrable Claims. All disputes between Executive (and Executive’s heirs,
beneficiaries, executors, administrators and assigns) and the Company (and its affiliates,
shareholders, directors, officers, employees, agents, successors, attorneys, and assigns)
relating in any manner whatsoever to the employment or termination of Executive,
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including, without limitation, all disputes arising under this Agreement (‘‘Arbitrable
Claims™), shall be resolved by final and binding arbitration. All persons and entities
specified in the preceding sentence (other than Company and Executive) shall be considered
third-party beneficiaries of the rights and obligations created by this Section 16. Arbitrable
Claims shall include, but are not limited to, contract (express or implied) and tort claims of
all kinds, as well as all claims based on any federal, state, or local law, statute, or regulation,
excepting only claims under applicable workers' compensation law and unemployment
insurance claims. By way of example and not in limitation of the foregoing, Arbitrable
Claims shall include any claims arising under Title VII of the Civil Rights Act of 1964, the
Age Discrimination in Employment Act, the Americans with Disabilities Act, and the
California Fair Employment and Housing Act, as well as any claims asserting wrongful
termination, breach of contract, breach of the covenant of good faith and fair dealing,
negligent or intentional infliction of emotional distress, negligent or intentional
misrepresentation, negligent or intentional interference with contract or prospective
economic advantage, defamation, invasion of privacy, and claims related to disability.
Arbitration shall be final and binding upon the parties and shall be the exclusive remedy for
all Arbitrable Claims, except that the Company may, at its option, seek interim injunctive
relief and other provisional remedies in court as set forth in Section 16 (vi) of this
Agreement. The parties hereby waive any rights they may have to trial by jury in regard to
Arbitrable Claims,

(i) Procedure.  Arbitration of Arbitrable Claims shall be in accordance with
the National Rules for the Resolution of Employment Disputes of the American Arbitration
Association, as amended (“AAA Employment Rules™), as augmented in this Agreement.
Arbitration shall be initiated as provided by the AAA Employment Rules, although the
written notice to the other party initiating arbitration shall also include a statement of the
claim(s) asserted and all the facts upon which the claim(s) are based. Either party may
bring an action in court to compel arbitration under this Agreement and to enforce an
arbitration award. Otherwise, neither party shall initiate or prosecute any lawsuit or
administrative action in any way related to any Arbitrable Claim. All arbitration hearings
under this Agreement shall be conducted in Orange County, California. The Federal
Arbitration Act shall govern the interpretation and enforcement of this Section 16.

(i11) Arbitrator Selection and Authority. All disputes involving Arbitrable
Claims shall be decided by a single arbitrator. The arbitrator shall be selected by mutual
agreement of the parties within thirty (30) days of the effective date of the notice initiating
the arbitration. If the parties cannot agree on an arbitrator, then the complaining party shatl
notify the AAA and request selection of an arbitrator in accordance with the AAA
Employment Rules. The arbitrator shall have only such authority to award equitable relief,
damages, costs, and fees as a court would have for the particular claim(s) asserted and any
action of the arbitrator in contravention of this limitation may be the subject of court appeal
by the aggrieved party. No other aspect of any ruling by the arbitrator shall be appealable,
and, except for being limited to relief that would be available in a court proceeding, all other
aspects of the arbitrator’s ruling shall be final and non-appealable. The expenses of
arbitration shall be bome by the Company. The arbitrator shall have exclusive authority to
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resolve all Arbitrable Claims, including, but not limited to, whether any particular claim is
arbitrable and whether all or any part of this Agreement is void or unenforceable.

(iv) Confidentiality. All proceedings and all documents prepared in connection
with any Arbitrable Claim shall be confidential and, unless otherwise required by law, the
subject matter thereof shall not be disclosed to any person other than the parties to the
proceedings, their counsel, witnesses and experts, the arbitrator, and, if involved, the court
and court staff. All documents filed with the arbitrator or with a court shall be filed under
seal. The parties shall stipulate to all arbitration and court orders necessary to effectuate
fully the provisions of this subsection concerning confidentiality.

(v)  Continuing Obligations. The rights and obligations of Executive and the
Company set forth in this Section 16 shall survive the termination of Executive’s
employment and the expiration of this Agreement.

(vi)  Exceptions for Injunctive Relief. Notwithstanding the foregoing, in order to
provide for interim relief pending the finalization of arbitration proceedings hercunder,
nothing in this Section 16 shall prohibit the Company from pursuing a claim for interim
injunctive relief, for other applicable provisional remedies, and for related attorneys’ fees in
a court of competent jurisdiction from Executive’s breach of Executive’s obligations set
forth in this Agreement including, without limitation, Sections 3, 9, 10, 14, 15 and 16 of this
Agreement.

(d} Legal Expenses. In the event that either party institutes any proceeding to enforce
his or its rights under, or to recover damages for breach of this Agreement, the prevailing party
shall be entitled to recover from the non-prevailing party any actual expenses for attorney's fees
and disbursements incurred by him or it.

(e) Indemnification. The Company shall indemnify and hold the Executive harmless
to the maximum extent permitted by the laws of the State of Wyoming (and the law of any other
appropriate jurisdiction after any reincorporation of the Company) against judgments, fines,
amounts paid in settlement and reasonable expenses, including attorneys® fees incurred by
Executive, in connection with the defense of, or as a result of any action or proceeding (or any
appeal from any action or proceeding) in which Executive is made or is threatened to be made a
party by reason of the fact that he is or was an officer or director of the Company or a subsidiary
or affiliate thereof, regardless of whether such action or proceeding is one brought by or in the
right of the Company or a subsidiary or affiliate thereof to procure a judgment in its favor (or
other than by or in the right of the Company or a subsidiary or affiliate thereof); provided,
however, that this indemnification provision shall not apply to any action or proceeding relating
to a dispute between the Company and the Executive based on any alleged breach or violation of
this Agreement.

17. Entire Agreement. This Agreement sets forth the entire agreement of the parties hereto in
respect of the subject matter contained herein and supersedes all prior agreements, promises,
covenarnts, arrangements, communications, representations or warranties, whether oral or written,
by any officer, employee or representative of any party hereto; and any prior agreement of the
parties hereto in respect of the subject matter contained herein. Further, it is agreed that if
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Executive does not commence employment pursuant to Section 2 of this Agreement, this
Agreement shall be void and of no force or effect.

IN WITNESS WHEREOF, the parties have executed this Agreement on the date and year
first above written.
PEOPLE’S CHOICE HOME LOAN, INC.

Name:

Title: CEZ

M BONANNO

[
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1185 AG
UBS Investment 77 Washington Beulovard
Bank Stamford, CT 06901

wne, LIRS, Com

July 9, 2007

Martin Bonanno
27526 Capricho
Mission Viejo, CA 92692

Dear Martin;

This letter sets forth the terms of the employment offer to you by UBS AG, Tampa Branch, or its successor in
interest or assign (the “Firm*), which is conditioned on the consurmmation of the transaction (the
“Transaction”) in which the Firm will acquire certain assets associatéd with People’s Cholce Home Loan, Inc,,
and/or its affiliates ("PCHL") through the sale of those assets in conjunction with matters relating to PCHL's
Chapter 11 Petition filed with the United States Bankruptey Court. Your employment shall become effective
on the Closing Date, as defined in the Purchase Agreement between the Firm and PCHL dated as of July 9,
2007 (the “Purchase Agreement”),

We are pleased to offer you a position as a Director, Loan Servicing within the Fixed Income Area. Your
official title will be Executive Director. You will initially report to George Mangiaracing, Managing Director,
and be located in our Irving, CA office. We look forward to having you start work as soon as the Transaction
closes, which we anticipate to be on or about July 10, 2007 ('Start Date’). In the event that your employment
does not become effective on or before July 10, 2007 for any reason, the Firm may declare the terms of this
docurnent to be considered null and void, and this letter thereupon shall have no further force and effect,

This letter sets forth the terms of our offer and describes your compensation and benefits package. All
compensation payments set forth herein and during your employment will be subject to any necessary
withholdings and authorized and/or required deductions,

Base Salary Compensation
Your base salary will be at an annual rate of $165,000, and will be payable semi-monthly.

In addition to a salary, you may be eligible for a discretionary incentive compensation award which may take
into account such factors as (1) the overall performance of UBS AG; (2) the performance of your
division/pusiness group and department; and (3) your individual performance (as determined in the sole and
exclusive judgment of the Firm). The payment and the amount, if any, of any incentive compensation award
is at the sole and exclusive discretion of the Firrm.

Subject to applicable law, incentive compensation awards are contingent upon your continued employment
with the Firm on the incentive compensation award payment date ('Payment Date'), which is generally in or
around mid-Febrruary, but not later than March 15th of each subsequent calendar year. You will not be
considered ‘employed’ if you have given notice of termination prior to the Payment Date.

If you receive an incantive award in excess of the threshold amount stated in the UBS Equity Ownership Plan
{'EOP") (for example, US$ 150,000 far 2006 incentive compensation awards), a portion of the incentive award
will be granted in the form of an EOP award, subject to the terms and conditions of the EOP. EQP awards
are granted 100% in the form of UBS AG Shares, and are subject to a three-year vesting requirement, with
one-third of the award vesting and payable each year, assuming all terms and conditions under the applicable
EOP Plan Rules and EQP Award Agreement are met, UBS AG reserves the right to modify or discontinue the

LIBS Invastmont Bank is a business group af UGS AG,
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terms or design of EOP in the future. If you have any questions regarding EOP, please contact the
Compensation Tearm at 203-719-8877.

special ion Award

We have agreed that you will receive a Retention EOP Award in the amount of $25,000. The equivalent
value in UBS AG Shares will be grantad to you based on the average of the high and low UBS Share price on
the fifth trading day of the month following your Start Date. This award will be granted through the Off-
Cycle Equity Ownership Plan (‘Off«Cycle EOF') in the form of UBS AG Shares, and is subject to all terms and
cenditions of the Off-Cycle ECP plan documents,

The Retention EOF award is subject to a three-year vesting requirement, with one-third of the award vesting
and distributed on the following schedule, assuming all terms and conditions under the Off-Cycle EOP Plan
Rules and EOP Award Agreement are met:

34% on March 1, 2008
33% on March 1, 2002
33% on March 1, 2010

You must accept your award within thirty (30) days of the grant date, or the award will not vest and will be
made subject to fofeiture. Please note that your Retention EOP Award is governed by the terms and
conditions of the applicable plan rules.

Benelits & Policles

You will be eligible to participate in UBS Investment Bank's employee benefit plans generally available to
employees subject to the terms and conditions of those plans. Detailed information about the benefit plans
and about our Human Resources policies and pragrams will be provided to you,

Your credited service date with UBS shall reflect any prior continuous service with PCHL for purposes of
vesting credit in benefits, policias and programs. For purposes of accrual of benefits for the Retirement
Contribution under the UBS Savings and Investment Plan (SI®) and the Plan match, benefits will acerue in
accordance with the terms of the Plan using your Start Date.

You agree that you will abide by and adhere to all federa!l laws and rules and regulations of the various
exchanges or other regulatory andéor self-regulatory organizations of which the Firm or any of its affiliates or
related entities are members, as well a3 all intarnal rules, regulations, policies and codes of conduct that the
Firm has established, Without limiting the generality of the foregoing, you further agree that your
ernployment is contingent upon your signing and adhering to the Firm's Agreement Cancerning the Handling
of Cenfidential Information and the Assignment of Employee Inventions. In addition, you will be required to
complete all training mandated by the Firm, including but not limited to Workplace Sexual Harassment,
Discrimination and Retaliation Prevention Training (to be completed within the first six (6) months of your
employment), and Confidentiality and Anti-Money Laundering Computer Based Training (to be completed
within the first ninety (90) days of your employment).

Compliance

All employees must follow UBS Investment Bank's Personal Account Dealing Policy located on the Legal and
Compliance Intranet web site in the Policies and Guidance section. Generally, the policy requires you to: 1)
disclose to the Compliance Department all of your and your immediate family's personal securities accounts,
including accounts where you have a beneficial interest or the ability to influence or control investrent
decisions; 2) transfer accounts to UBS Financial Services, In¢. {unless the account falls within an exception);
and 3) abtain trade pre-clearance on all securities transactions (prior to placing the order with your broker)
through the Firm's online system, ETWeb, and, in some instances, approval from your manager, To centralize
your securities accounts, call the UBS Financial Services Employee Investor Branch at (800) 253-0709. Please
contact the Employee Trading Hotling with questions at (203) 719-5590,

UBS Investmant Bank it businem grawp of URS AG.

EXHIBIT C
Page 50



JUL-11-2007 14:03 PEOFLES CHOICE HOME LOAN F.03E
Case 2:12-bk-15811-RK Doc 2837-3 Filed 02/28/14 Entered 02/28/14 17:10:42

Desc Exhibit C Page 4 of 9
% UB S Investrment
Bank

For additional information on UBS Investrment Bank's Personal Account Dealing Policies, see the Compliance
Manual included in your Welcome Packet CD,

You understand and agree that you have access to the Firm's confidential and proprietary information and
valued client relationships (collectively the ‘Information’). You recognize and agree that it is reasonable and
necessary to protect the Firm's Information and to provide a smooth transition if you choose to leave the
Firm.  Consequently, you agree to provide the Firm with 60 days prior written notice of your intent to
terminate your employment with the Firm (the 'Notice Period?), The Firm may elect in itg sole discretion to
waive or place you on paid leave for all or any part of such Notice Period, subject to applicable law. If such
notice is provided to the Firmn prior 1o the Payment Date, you shall not be entitied to receive any incentive
compensation award that you may have otherwise been eligible for on the Payment Date,

During your employment (including the Notice Period), you will: (i} perform any reascnable duties and
responsibilities the Firm reguests; (i) devote all of your working time, labor, skill and energies to the business
and affairs of the Firm; (i) be paid your base salary; and (iv) be entitled to continue to participate in the
Firm’s employee benefit plans as provided for herein.

If the Firm does hot require you to work during the Notice Period, you agree that you will not provide services
for any Competitive Enterprise including, without limitation, engaging in, directly or indirectly, or managing
or supervising personnel engaged in, any activity (i) which is similar or substantially related to any activity in
which you were engaged, in whole or in part, at the Firm; (i) for which you had direct or indirect managerial
or supervisory rasponsibility at the Firm; or (i) which calls for the application of the same or similar
specialized knowledge or skills as those used by you in your activities with the Firm.

‘Competitive Enterprise’ means a business enterprise that () engages in any activity, or (i} owns or controls &
sigrificant interest in any entity, that, in either case, competes with any activity in which the Firm or UBS AG
is engaged in any place in the world. The activities covered by the previous sentence indude, without
limitation, financial services such as investment banking, public or private finance, lending, financial advisory
services, private investing (for anyone other than you or members of your family), merchant banking, asset or
hedge fund management, insurance or reinsurance underwriting or brokerage, property management, or
securlties, futures, commicdities, energy, derivatives or currency brokerage, sales, lending, custody, clearance,
settlement or trading,

Non-Solicitati

Yor agree that during your employment, and for a period of six (6) months from the termination date of your
employment, you will not, directly or indirectly, for yourself or for any third party, solicit, influence, induce,
recruit or cause any employee of UBS AG, its subsidiaries or affiliates (hereafter referred to in this section
collectively as "UBS") to terminate his or her employment with UBS for the purpose of joining, associating or
becoming employed with any business wherever located or which you are or anticipate becoming an
employee, owner, partner, investor, member, agent, director, consultant, independent contractor or
otherwise associated in any way whatsoever.

You agree that during your employment, and for a period of six (6) months after your employment is
terminated, you will not directly or indirectly solicit or interfere with any of the UBS clients or client
relationships for whom UBS either perforred or actively solicited work from duting the six (6) months prior to
the termination of your employment,

You acknowledge and agree that UBS is global and includes offices throughout the world. You therefore
acknowledge and agree that the foregoing provisions are not averly broad, and that they are reasonable and
fair.

You understand that the terms of this section are material to UBS and, therefore, if a court or arbitration
panel of competent jurisdiction rules that you have breached the terms of this section, you agree that
damages in the event of breach of this section would not be possible to ascertain. Therefore, you further

UBS Irvastenant Bank is a busines groww of UBS AG.
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agree that in addition to and without limiting any other rermedy or right UBS may have, it shall have a right to
an injunction or other equitable relief enjoining any such breach or prospective breach. The existence of this
right shall not preclude any other rights and remedies at law or in equity. UBS shall not be required to post
any bond in ¢onnection with the foregoing.

You agree that if any restriction set forth in this section is found by any court or arbitrator of competent
jurisdiction to be unenforceable because it extends far to0 long & period of time or over toa great a range of
activities or in too broad a geographic area, it shall be interpreted to extend only over the maximum period of
time, range of activities or geographic areas to which it may be enfarceable.

The restrictions contained in this section are necessary for the protection of the business and goodwill of UBS
and are considered by you to be reasonable for this purpose.

Pri (9] ! i tion

You agres that certain information you obtain during your employment with the Firm which relates to
intellectual property, financial information, persannel, projections, strategic planning, client information, or
any other work product not readily available to the public is considered by the Firm to be trade secret and
confidential information and that the Firm takes reasonable steps to maintain the confidentiality of such
information (hereatter collectively ‘Confidential Information’). During your employment with the Firm and
thereafter upon your termination of employment with the Firm you agree, whether or not requested, to
return any and all copies of such Confidential Information, in whatever medium and form, and further to
refrain forever from using or disclosing the Firm's Confidential Information for any reason, except as may be
required by law.

You will give immediate written notice 1o the Firm of any disclosure of the Firm's Confidential Information
required by a court, government agency, or regulatory authority in order 1o allow the Firm the opportunity to
respond to such a request.  Your obligations under this section will survive the termination of your
employrment,

rixitrati Dispiet

You and the Firm hereby knowingly and voluntarily agree that any dispute, controversy or ¢laim (including
but not limited to those arising out of or relating to this Agreement, the employment relationship between
you and the Firm or the termination thereof) will be settled by final and binding arbitration. The parties’
agreement to arbitrate disputes includes, but is not limited to, any daims of unlawful discrimination,
harassment or retaliation under Title VIl of the Civil Rights Act of 1964, the Civil Rights Acts of 1866 and
1991, the Age Discrimination in Employment Act of 1967, the Older Workers Benefit Protection Act of 1990,
the Rehabilitation Act of 1973, the Americans with Disabilities Act of 1990, the Family and Medical Leave Act
of 1993, the Fair Labor Standards Act of 1938, the Equal Pay Act of 1963, the Worker Adjustment and
Retraining Notification Act, the Sarbanes-Oxley Act of 2002, and all amendments thereto, or any other
federal, state or local law relating to discrimination in employment, any daims relating to wage and hour
disputes, compensation or remuneration, any claims arising under the UBS Separation Program, any claims
for breach of contract and any other statutory or common law claims, Arbitration under this agreement will
be conducted pursuant to the Firm's employment arbitration procedures in effect at the time of the filing of a
claim, A copy of the employment arbitration procedures as currently in effect is attached hereto as Exhibit A.

mmigrati i

Federal law requires U.S. employers to verify that all new employees are eligible to work in the United States
pursuant to the Immigration Reform and Control Act of 1986. As a condition of your employment, as set
forth by the Act, you will be required to provide proof of identity and employrent authorization within three
(3) days of your Start Date.

it your employment authorization is based upon a nor-immigrant visa status, the Firm may file an
employment-based nen-immigrant visa petition and request, for a change of or an extension of visa status on
your behalf. There is no guarantee and/or assurance that such petltion will be sought or filed or that such

UBS Investmarit Barik is & butiness group of UBS AG,
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application will be granted and, accordingly, your continued employment is subject to a determination of
your eligibility for such status by the U.S. Citizenship and Immigration Service (USCIS"). By accepting this
offer, vou represent you are not aware of any circumstances that would restrict your eligibility for such
immigration status,

Your employment will be contingent upon satisfactory completion of all pre-employment and post-
employment pracessing, including, but not limited to, the employment application; background screening,
involving the verification of work history and education; fingerprinting and a pre-employment druy screen.
Please note that you may be required to provide the Firm with written documentation (such as tax andfor
payroll records) confirming your current and/or prior compensation, including base salary and/or incentive
bonus amounts,

Drug Sgreen Instructions

You have previously received a chain of custody form. If you have not already completed your drug screening,
you must take this form with you to the screening center. The screening must be completed at least seven
(7) business days prior to, but not mare than thirty (30) days in advance of, your Start Date, Your s¢reening
results must be received and approved by Human Resources BEFORE your Start Date.

To find a screening center, please logon 1o the LabCorp website (httpi/Avww. labcarp.comypse/index.html). At
the top of the webpage it reads: "To locate the Patient Service Center closest to you, click hera." You will be
prompted to enter your address information, including your city, state and zip code. For type of service
required, please choose " Occupational Urine Drug Screen Collectiaons”, then click on “Find PSC". The address
and telephone number of the screening site will be prowided; please note that some sites may require you to
contact thern to schedule an appointment.

if you have any questions, please contact the HR Advisory Service Center (203-719-4787).

Representotions snd Waprantics

You represent and warrant that (1) you will not possess as of your Start Date and during your employment
with the Firm, any material, tangible, confidential or proprietary Information, including documents, files,
disks, or other materials, belonging to your former employer or its affiliates; (2) as of your Start Date, you
have not solicited any employees or clients of your former employer or its affiliates to change their assodiation
with your former employer or its affiliates; (3) you are not subject to any restrictive covenant, notice of
termination requirement, non-comgetition or non-selicitation provision with any former employer or any
agreement that prevents your entering inte employment by the Firm and that vou conducted a due diligence
review of copies of all agreements you may have entered into with your former employer {0 ensure that this
is correct; (4) you have not made any material misrepresentation or omission in the course of your application
to the Firm regarding employment or your ability to perform the position offered; and (5) no representations
were made to you concerning this offer or the terms or conditiens of your anticipated employment except as
exprassly sot out in this letter,

Due to the diverse and sensitive nature of UBS's business relationships with certain state governments,
Including the State of llinois, vou further represent and warrant that you have not been employed by the
State of lllinois at any time during the period from January 1, 2003, to present,

AWl Employment

Your employment remains 'at will', and this letter shall not be construed as a contract of employment for a
fixed period of time. The Firm reserves the right to terminaie your employment at any time for any reason
whatsoever and with or without notice. Subject to the terms of this letter, you are free to terminate your
employment at any time for any reason. The terms of this letter may not be amended unless such
amendment is agreed ta in writing and signed by you and twa authorized officers of the Firm.

UBS Investreent Bank 8 8 business group of W3S AG,
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This letter contains the entire understanding and agreement between the parties concerning the subject
matter hereof, and supersedes all prior agreements, understandings, discussions, negotiations, and
undertakings, whether written or oral, between the parties with respect thereof, No waiver by either party of
any breach by the other party of any condition or provision contained in this letter to be performed by such
other party shall be deemed a waiver of a similar or dissimilar condition or provision at the sarme or any prior
of subsequent time. Any waiver must be in writing and signed by two authorized officers of the Firm,

This offer letter shall be governed, construed and enforced in accordance with the laws of the State of
Connecticut without regard to conflict of law principles. In the event that any provision or portion of this
letter shall be determined to be invalid or unenforceable for any reason, in whole or in part, the remaining
provisions of this letter shall be unaffected thereby and shall remain in full force and effect to the fullest
extent permitted by law,

confidentislit

You agree 1o keep secret, strictly confidential in whole and in part, the terms of this letter, and further agree
not ta disclose the terms of this letter to any person or entity except as permitted by law or legal process, and
except for disclosure to your attorneys, accountants and/or immediate family, provided that those individuals
are advised of the confidential nature of such disclosure, Notwithstanding the foregeoing, if you disclose the
contents of this letter other than as permitted by this paragraph without prior authorization, the Firm reserves
the right to rescind all of the terms of this letter and subject you to disciplinary action, including termination
of your employment. You may disclose the terms of the paragraphs entitled Notice of Termination, Non-
Solicitation and Protection of Confidential Information to any prospective or future employer,

If the foregoing accurately reflects our understanding, please sign the enclosed duplicate original of this letter
and return one fully executed copy and the completed data form by Wednesday, July 11, 2007 to:

HR ASC - Stamford
UBS Investment Bank
201 Tresser Blvd,

4th Floor

Stamford, CT 06901

In addition, please immediately fax a copy of your signed letter (including the completed data form) to the HR
ASC - Stamford at 203-719-8692. Please note that you will not be entered on payroll until we have received
both of these documents.

All new employeas are required to attend the Firm's New Mire Orientation Program. Further details negarding
your Qrientation session will be cormunicated to you separately. Please contact HR ASC - Stamford (203-
719-4787) with any questions regarding the Orientation Program.

Martin, we are all looking forward to working with you.

Sincerely,

UBS AG

Marc Montanaro George Mangiaracin
Director Managing Director
Human Resources Fixed Income

VRS Inveatmant Bank is o business group of UBS AT,
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Accepted and agreed to this

< , 2007
AN S

Martin Bonhanno

UBY Investrent Bank is a business group of LBS AG,
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Exhibit A
Employment Arbitration Procedures

The following emplayment arbitration procedures shall govern the resclution of any employment-related
disputes between you and the Firm, Such disputes include, but are not limited to, any claims of unlawful
discrimination, harassment or retaliation under Title VIl of the Civil Rights Act of 1964, the Civil Rights Acts of
1866 and 1991, the Age Discrimination in Employment Act of 1967, the Older Workers Benefit Protection
Act of 1990, the Rehabilitation Act of 1973, the Americans with Disabilities Act of 1990, the Family and
Medical Leave Act of 1993, the Fair Labor Standards Act of 1938, the Coual Pay Act of 1963, the Worker
Adjustrment and Retraining Notification Act, the Sarbanes-Oxley Act of 2002, and all amendments pertaining
to any of them, or any other federal, state or local law relating to discrimination in employment, any ¢laims
ralating to wage and hour disputas, compensation or remuneration, any claims arising under the UBS
Separation Program, any claims for breach of contract and any other statutory or common law ¢laims.

Claims arising under the National Labor Relations Act, claims for workers' compensation and claims for
unemployment benefits are not covered by these procedures and will continue to be addressed in accordance
with applicable law, In addition, neither you nor the Firm may submit a dass action, ¢ollective action, or
other representative action for arbitration, except to the extent that this provision is unenforceable under
applicable law. These procedures do not affect your right to pursue, in accordance with applicable law, any
Equal Employment Opportunity Commission or state and local human rights agency process that may be
available to you.

The arbitration, as well as any voluntary mediation, will be conducted by an independent service provider,
JAMS {or its successor), in the city and county where you work or last worked for the Firm, or it JAMS has no
office there, in the city of the closest JAMS office. The arbitration will be conducted pursuant to the JAMS
Employment Arbitration Rules & Procedures (including those related to discovery) then in effect. Any
arbitration request must be filed with JAMS within the statute of limitations period applicable to the
employment-related claim(s) set forth in the request. To initiate arbitration, you must send a written request
for arbitration to JAMS, together with a filing fee of $150, and to your Human Resources Client Relationship
Manager ('CRM'), You may obtain a copy of the request form, together with the JAMS Employment
Arbitration Rules & Procedures then in effect, from the Human Resources department.

The Firm, with your consent, will bear all of the expenses charged by JAMS (except for the initial filing fes);
however, each party will be responsible for the fees and disbursements of its own counsel and the expenses
relating to the production of witnesses or other evidence (except to the extent that by statute fees and other
expenses may be shifted to the prevailing party following a final judgrnent).

In the course of any arbitration pursuant to this Agreement, you and the Firm agree: (a) to request that a
written award be issued by the arbitration panel, and (b) that each party is entitled to receive any and all
relief to which it otherwise would be entitled to receive in a court proceeding. You and the Firm hereby
knowingly and voluntarily agree to waive any rights that might otherwise exist to request a jury trial or other
court proceeding, except that you agree that any party has the right to seek termporary injunctive relief in aid
of arbitration, with the final decision on the merits (including any issue of permanent injunctive relief) to be
made by the arbitrator, Judgment on an arbitral award, if one is made, may be entered by any court having
competent jurisdiction.

LB Tmvestinent Dok is o business group of UBS A,

EXHIBIT C
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PROOF OF SERVICE OF DOCUMENT

| am over the age of 18 and not a party to this bankruptcy case or adversary proceeding. My business address is:
Winston & Strawn, LLP, 333 S. Grand Avenue, 38th Floor, Los Angeles, CA 80071

A true and correct copy of the foregoing document entitled (specify): LIQUIDATING TRUSTS’ MOTION FOR ORDER (1)
DISALLOWING PROOF OF CLAIM OF MARTIN L. BONANNO; DECLARATION OF TAMARA D. MCGRATH will be
served or was served (a) on the judge in chambers in the form and manner required by LBR 5005-2(d); and (b) in the
manner stated below:

1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF): Pursuant to controlling General
Orders and LBR, the foregoing document will be served by the court via NEF and hyperlink to the document. On
February 28, 2014, | checked the CM/ECF docket for this bankruptcy case or adversary proceeding and determined that
the following persons are on the Electronic Mail Notice List to receive NEF transmission at the email addresses stated
below:

X] Service information continued on attached page

2. SERVED BY UNITED STATES MAIL:

On February 28, 2014 | served the following persons and/or entities at the last known addresses in this bankruptcy case
or adversary proceeding by placing a true and correct copy thereof in a sealed envelope in the United States mail, first
class, postage prepaid, and addressed as follows. Listing the judge here constitutes a declaration that mailing to the judge
will be completed no later than 24 hours after the document is filed.

X Service information continued on attached page

3. SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR EMAIL (state method
for each person or entity served): Pursuant to F.R.Civ.P. 5 and/or controlling LBR, on February 28, 2014, | served the
following persons and/or entities by personal delivery, overnight mail service, or (for those who consented in writing to
such service method), by facsimile transmission and/or email as follows. Listing the judge here constitutes a declaration
that personal delivery on, or overnight mail to, the judge will be completed no later than 24 hours after the document is
filed.

PRESIDING JUDGE'S COPY - Service by Overnight Mail
Hon. Robert Kwan

United States Bankruptcy Court

255 E. Temple Street, Suite 1682

Los Angeles, CA 90012

Via overnight mail with Fedex

Tracking Number: 798071267967

[] Service information continued on attached page

| declare under penalty of perjury under the laws of the United States that the foregoing is true and correct.

/ /
February 28, 2014 Lucy Fera W

Date Printed Name Signaturé/

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

June 2012 F 9013-3.1.PROOF.SERVICE
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1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF):

Jose D Alarcon jalarcon@bettzedek.org

Daniel L Alexander daniel@colemanfrost.com

Todd M Arnold tma@Inbyb.com

Alvin M Ashley mashley@irell.com

Daniel 1 Barness daniel@spiromoss.com

Henkie F Barron hfbarron@gmail.com

Sadaf Bathaee sbathaee@kbrlaw.com

Richard J Bauer rbauer@mileslegal.com

Ron Bender rb@Inbyb.com

Patrick K Bruso generalmail@alvaradoca.com

Andrew W Caine acaine@pszyjw.com

Rebecca J Callahan rcallahan@callahanlaw .biz

Theodore A Cohen tcohen@sheppardmullin.com, amontoya@sheppardmullin.com
Deborah Conley bankruptcyecfmail@meccallaraymer.com

Vincent M Coscino veoscino@allenmatkins.com, jaallen@allenmatkins.com
Paul J Couchot pcouchot@winthropcouchot.com,
pj@winthropcouchot.com;jstuhlmiller@winthropcouchot.com;vcorbin@winthropcouchot.com
Theron S Covey tcovey@coveylawpc.com

Kevin A Crisp kerisp@irell.com

Peter A Davidson pdavidson@mdfslaw.com, Ipekrul@ecjlaw.com

Joseph C Delmotte ecfcacb@piteduncan.com

Willis B Douglass Willis.B.Douglass@irscounsel.treas.gov

Jeffrey W Dulberg jdulberg@pszjlaw.com

Theresa H Dykoschak tdykoschak@faegre.com

Louis J Esbin Esbinlaw@sbcglobal.net

Charles J Filardi abothwell@filardi-law.com

H Alexander Fisch afisch@stutman.com

Parisa Fishback pfishback@fishbacklawgroup.com

Steven B Flancher flanchers@michigan.gov

J Rudy Freeman rfreeman@linerlaw.com

Anthony A Friedman aaf@lnbyb.com

Jerome Bennett Friedman jfriedman@jbflawfirm.com,
msobkowiak@jbflawfirm.com;jmartinez@jbflawfirm.com;sbiegenzahn@jbflawfirm.com;
rfranzoia@)jbflawfirm.com

Jose A Garcia ecfcacb@piteduncan.com

Jeffrey K Garfinkle bkgroup@buchalter.com,
jgarfinkle@buchalter.com;docket@buchalter.com;dcyrankowski@buchalter.com;
smartin@buchalter.com

Oscar Garza ogarza@gibsondunn.com

Nancy S Goldenberg nancy.goldenberg@usdoj.gov

Stanley E Goldich sgoldich@pszyjw.com

Stanley E Goldich sgoldich@pszjlaw.com

Stanley E Goldich sgoldich@pszjlaw.com

Richard H Golubow rgolubow@winthropcouchot.com, pj@winthropcouchot.com;vcorbin@winthropcouchot.com
Ronald F Greenspan ron.greenspan@fticonsulting.com

Kevin Hahn kevin@mclaw.org

Farhad Hajimirzaee fhajimirzace@winston.com

Matthew W Hamilton mhamilton@fulcruminv.com

D Edward Hays ehays@marshackhays.com, ecfmarshackhays@gmail.com

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

June 2012 F 9013-3.1.PROOF.SERVICE
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e Daniel L Hembree ecfcacbsfv@piteduncan.com

e Garrick A Hollander ghollander@winthropcouchot.com,
pj@winthropcouchot.com;vcorbin@winthropcouchot.com;jstuhlmiller@winthropcouchot.com

e Thomas J Holthus bknotice@mccarthyholthus.com

e Gil Hopenstand ghopenstand@wwolawyers.com

David I Horowitz david.horowitz@kirkland.com,

keith.catuara@kirkland.com;terry.ellis@kirkland.com;jay.bhimani@kirkland.com

Eric D. Houser scleere@houser-law.com

James KT Hunter jhunter@pszjlaw.com

Jay W Hurst jay.hurst@texasattorneygeneral.gov, sherri.simpson@texasattorneygeneral.gov

Lance N Jurich ljurich@loeb.com, karnote@loeb.com;ladocket@loeb.com

Ivan L Kallick ikallick@manatt.com, ihernandez@manatt.com

David Kaplan dkaplan@jirell.com

John W Kim jkim@nossaman.com

Benjamin J Kimberley bkimberley@winston.com,

kmorris@winston.com;hhammon@winston.com;docketsf@winston.com

Leslie M Klott bankruptcy@zievelaw.com, lklott@zievelaw.com

Jessica Kronstadt jessica.kronstadt@]lw.com

Donna L La Porte donna@laportelaw.net

David B Lally davidlallylaw@gmail.com

Ian Landsberg ilandsberg@landsberg-law.com, bgomelsky@landsberg-law.com;ssaad@landsberg-

law.com;dzuniga@landsberg-law.com

Scott Lee slee@lbbslaw.com, monique.talamante@lewisbrisbois.com

Leib M Lerner leib.lerner@alston.com

Peter W Lianides plianides@winthropcouchot.com, pj@winthropcouchot.com;vcorbin@winthropcouchot.com

Ganna Liberchuk gliberchuk@haincapital.com

Kerri A Lyman klyman@jirell.com

William Malcolm bill@mclaw.org

Gregory A Martin gmartin@winston.com

Laura E Mascheroni Imascheroni@corbsteel.com

David E McAllister ecfcacb@piteduncan.com

David J McCarty dmccarty@sheppardmullin.com

Christopher M McDermott ecfcacb@piteduncan.com

Scotta E McFarland smcfarland@pszjlaw.com, smcfarland@pszjlaw.com

David W. Meadows david@davidwmeadowslaw.com

Robert K Minkoff rminkoff@jefferies.com

Catherine A Moscarello - SUSPENDED - catherine@moscarellolaw.com

Tania M Moyron tmoyron@peitzmanweg.com

Randall P Mroczynski randym@cookseylaw.com

Sean A Okeefe sokeefe@okeefelc.com

John D Ott Jott@jdolawyers.com

Daryl G Parker dparker@pszjlaw.com

Renee M Parker bknotice@earthlink.net, rmparker@wrightlegal.net

JaVonne M Phillips bknotice@mccarthyholthus.com

Dean G Rallis drallis@afrct.com, beruz@afict.com

Kurt Ramlo kr@Inbyb.com, john@Inbyb.com

Justin E Rawlins jrawlins@winston.com, docketla@winston.com

Richard J Reynolds rreynolds@bwslaw.com,

psoeffner@bwslaw.com;dwetters@bwslaw.com;mslobodien@bwslaw.com

Jeremy V Richards jrichards@pszjlaw.com, bdassa@pszjlaw.com;imorris@pszjlaw.com

o Karen Rinehart krinehart@omm.com

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.
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Ronald D. Roup ecf@rouplaw.com

Eric E Sagerman esagerman@winston.com, docketla@winston.com

Robert M Saunders rsaunders@pszjlaw.com, rsaunders@pszjlaw.com

Kristin A Schuler-Hintz bknotice@mccarthyholthus.com

Nathan A Schultz nschultzesq@gmail.com

William R Shafton wshafton@winston.com

David B Shemano dshemano@peitzmanweg.com

Timothy J Silverman tim@sgsslaw.com

Michael R Stewart mstewart@faegre.com

Sean Sullivan seansullivan@dwt.com

Julia Szafraniec bknotice@mccarthyholthus.com

Derrick Talerico dtalerico@Intlaw.com, nlockwood@Intlaw.com;jokeefe@Intlaw.com
Patricia B Tomasco ptomasco@mailbmec.com

Robert Trodella robert.trodella@hellerehrman.com

Robert Trodella rtrodella@jonesday.com

United States Trustee (SA) ustpregion16.sa.ecf@usdoj.gov

Darlene C Vigil cdcaecf@bdfgroup.com

Andrew F Whatnall awhatnall@daca4.com

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

David L Wilson dlwilson@winston.com

Marc J Winthrop mwinthrop@winthropcouchot.com, pj@winthropcouchot.com;vcorbin@winthropcouchot.com
David M Wiseblood dwiseblood@seyfarth.com, dmwadmin@wisebloodlaw.com
Jennifer C Wong bknotice@meccarthyholthus.com

Rolf S Woolner rwoolner@winston.com

Donald A Workman dworkman@bakerlaw.com

S Christopher Yoo cyoo@alvaradosmith.com, crosas@alvaradosmith.com

Les A Zieve bankruptcy@zievelaw.com

e ¢ © © & e © © e © © © © © © © © e o e e © © © © ¢ o

2. SERVED BY UNITED STATES MAIL:

Office of U.S. Trustee Office of U.S. Trustee

Nancy S. Goldenberg, Esq. The Office of the United States Trustee
The Office of the United States Trustee 725 S. Figueroa Street, 26th Floor

411 W. Fourth Street, Suite 9041 Los Angeles, CA 90017

Santa Ana, CA 92701

Martin L. Bonanno
Proof of Claim #416 (People’s Choice Home Loan, Inc.)

Martin L. Bonanno
27526 Capricho
Mission Viejo, CA 92692

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