
UNIIZD STAIZS 01 WQRIU 
Beform T h e  

OFFICE 01 THRIFT SUPERVISION 

- - 

1 
I n  t h e  Matter of 1 

1 R e :  Rerolution No. SF-91-037 
Gateway Bank, a F.S.B., 1 
San Pranciaco, C a l i f o r n i a  1 Date: August 15, 1991 

1 

STIPULATION AND CONSENT TO ISSOAN- 
01 ORDER TO CEASI AND DESIST 

The O f f i c e  of T h r i f t  Supervision (-OTS'), by and through i t s  D i s t r i c t  

Direc tor  f o r  t h e  west Region, OTS, and Gateway Bank, a P . S . B . ,  ('Gatewaym), 

San Francisco, Ca l i fo rn ia ,  stipulate and agree as  fol1ow8: 

1. Considerat ion.  Tho OTS, based upon i n f o m a t i o n  repor ted  t o  it, i s  

o f  t h e  opinion t h a t  grounds e x i s t  t o  i n i t i a t e  an admin i s t ra t ive  cease  and d e s i s t  

9roceeding aga ins t  Gateway pursuant t o  Section 8 ( b )  of t h e  Federal Deposit 

:nsurance Act ( 'F31Ag) ,  a s  amended by t h e  Pinancia1 I n s t i t u t i o n s  Reform, 

Recovery, and Enforcement A c t  of 1989, Pub. L. No. 101-73, 103 S t a t .  183 

('FIRREA') (12 O.S.C. S 1818(b) ) .  Gateway d e s i r e s  t o  cooparato wi th  tho  OTS and 

t o  avoid t h o  tFmr, and expensm of auch adminiatrativm l i t i g a t i o n  and, without 

admit t ing  o r  denying t h a t  much ground8 e x i s t ,  hereby stipulates and agrees t o  

t h e  following terms i n  cons ide ra t ion  of t h e  forbearance by t h e  OTS from 

i n i t i a t i n g  auch admin i s t ra t ive  cease-and-desist l i t i g a t i o n  aga ina t  Ca tway  with 

respect  t o  t h e  mat ters  coveted i n  t h e  accompanying Order t o  Cease and Desist 

( 'Orderm). 

2. J u r i s d i c t  i o ~ .  

( a )  Gateway i a  a 'savings assoc ia t ionm within t h r  morning 0f 



S e c t i o n  3 of t 5 e  FDIA and Sec t ion  2 o f  t h e  Homm Owners* Loan A c t ,  a s  w n d e d  by 

FIRRTA. Accordingly, it i n  an ' i n su red  d e p o s i t o r y  i n s t i t u t i o n *  a s  t h a t  t e r n  i n  

d e f i n e d  i n  Scc=F=n 3 ( c )  of t h e  FDIA, as  amended by PI- ( 1 2  U.S.C. 5 1 8 ? 3 ( c ) ) .  

( b )  Pursuant t o  S e c t i o n  3 of  t h e  ? D m ,  a s  amended by PIRJUA, t h e  

D i r e c t o r  of OTS i s  t h e  ' appropr ia te  F e d e r a l  Banking agency* t o  ma in t a in  an 

enforcement prcceeding  aga ins t  euch a sav ings  a s s o c i a t i o n .  Therefore ,  Gateway 

is s u b j e c t  t o  t h e  a u t h o r i t y  of t h e  OTS t o  i n i t i a t e  and maintain a ceasa and 

d e s i s t  proceeding a g a i n s t  it pu r suan t  t o  S e c t i o n  8 ( b )  of t h e  PDIA, as amended by 

PIRREA (12 U.S.C. 5 1 8 1 8 ( b ) ) .  

3. Consent. Gateway c o n s a n t s  t o  t h a  i s suance  by t h e  OTS of  t h a  o r d e r .  

I t  f u r t h e r  a g r e e s  t o  comply wi th  t h o  terms of  t h a  Ordar upon i s suanca  and 

s t i p u l a t e s  t h a t  t h e  Order complies w i t h  a l l  requi rements  of l a w .  

4 .  F i n a l i t y .  The Order i s  i s s u e d  under Sec t ion  8 ( b )  of  t h a  PDIA, as 

amended by FIX-A (12 U.S.C. 5 1 8 1 8 ( b ) ) .  Upon its i s e u m c e  by t h e  D i s t r i c t  

D i r e c t o r  f o r  t h e  U e s t  Region, OTS, it s h a l l  be a  f i n a l  o rde r ,  e f f e c t i v e  and 

f u l l y  en fo rceab le  by t h e  OTS under t h e  p r o v i s i o n s  of Sec t ion  8 ( i )  of t h e  FDIA, 

as amended by PI2REA (12 U.S.C. 5 1 8 1 8 ( i ) ) .  

5 .  WaiS~er s .  Gateway waives its r i g h t  t o  a n o t i c e  of cha rges  and t h e  

a d m i n i s t r a t i v a  h e a r i n g  provided by S o c t i o n  8 ( b )  o f  the FDIA, as 8mond.d by 

PIRREA (12 U.S.C. 5 1818(b ) ) ,  and f u r t h e r  waivas m y  r i g h t  t o  s aek  j u d i c i a l  

review o f  t h a  Order ,  including any such  r i g h t  providod by S a c t i o n  8 ( h )  of  t h e  

FDIA, as  amended by FIRREA (12 U.S.C. 5 1 8 1 8 ( h ) ) ,  or o t h e n r i r e  t o  cha l l enge  t h e  

v a l i d i t y  of t h e  Order.  

WiE8EFORE, i n  cons ide ra t ion  of  t h a  foregoing ,  t h a  OTS, by and  through i ts  

D i s t r i c t  D i r e c t o r  f o r  t h e  West Region, OTS, and Gateway, by a m a j o r i t y  of i t s  





UNITED STATES OF AHERICA 
Before The 

OFFICE OF THRIFT SUPERVISION 

1 
I n  the Hat ter  of 1 

) 
Gateway Bank, a F.S.B. 1 Order No. : SF-91-037 
San Francisco, Cal i fornia  1 

1 Date: a t  15. 1991 

ORDER TO C W E  AND DESIST 

incbqora ted  here in  by reference ( 'St ipulat ionm) and is accepted-and approved 
by the Office of Th r i f t  Supervision ('OTS'), ac t ing  through its Regional 
Director f o r  the Western Regional Off ice ;  and 

WHEREAS, Gateway, i n  the S t ipu la t ion ,  has consented and agreed to the  
issuance of t h i s  Order t o  Cease and Desis t  ('Order') pursuant t o  Section 8(b) 
of the Federal Deposit Insurance Act, a s  amended by the Financial  I n s t i t u t i o n  
Reform. Recovery and Enforcement Act of  1989, Pub. L. No. 101-73, 103 S t a t .  
183 ('FIRREA') (12 U.S.C. Section 1818(b)). 

WHEREAS. Gatevay Bank. a F.S.B., San Francisco, Cal i fornia  ('Gateway' o r  
Ins t i tu t ion ' ) ,  through its Board of Directors  ('boardm), has executed a 
: t i pu l a t i on  and Consent t o  Issuance of O r d e r  o f  Cease and Desist. which is 

s 

NOV THEREFORE, IT IS  ORDERED t ha t  Gatevay Bank and its d i r ec to r s ,  
o f f i c e r s ,  employees, and agents s h a l l  cease and desist from any v io l a t i on  o f .  
or  the a iding and abe t t ing  of any v i o l a t i o n  of T i t l e  12 CFR Sections 215.2, 
561.28, 563.7, 563.27, 563.28, 563.40, 563.43, 563.93, 563.99, 563.160, 
5.63.161, 563.170, 563.176, 563.177, 563.180, 568.4, 571.3, 561.3, 571.7, 
571.9. Sections 22(h) and 23(a) of  the  Federal Reserve A c t ,  T i t l e  12 CF'R, Par t  
202 (Regulation B ) ,  T i t l e  12 CIR, Par t  203 (Regulation C), T i t l e  12 CFR, Pa r t  
205 (Regulation E), T i t l e  15 CFR, Par t  3500 (Regulation X) ,  T i t l e  12 CFR, Par t  
226 (Regulation Z), T i t l e  12 CFR, Pa r t  229 (Regulation CC), T i t l e  12 CF'R, Par t  
528, T i t l e  12 CFR, Par t  5630 and T i t l e  31, CFR, Pa r t  103 (Bank Secrecy Act ) ,  
and T i t l e  15 U.S.C. 1681: and s h a l l  cease and d e s i s t  from engaging, a id ing o r  
abe t t ing  i n  any unsafe o r  unsound prac t i ces .  

IT IS FURTHER ORDERED THAT: 

1. Within 60 days of t h i s  Order, Gatevay s h a l l  h i r e  a Chief Executive 
Officer/President ,  and Chief Lending Off icer ,  subject  t o  the  p r io r  
v r i t t e n  approval of  OTS. 

2. Within 60 days of t h i s  Order, Gatevay shall &velop and implement a s a f e  
and sound lending pol icy  and maintain records o f  l o u u  i n  accordance w i t h  
12 CFEt 563.170. The lending pol icy  v i l l  be subject  t o  p r i o r  review and 
approval by t h i s  Off ice .  



Uithin 30 days of this Order. Gateway shall correct the Internal Asset 
Review deficiencies cited in the April 1, 1991, Report of Examination, 
make available revised policies and procedures to this Office for review 
and approval, and adhere to Board policy. 

Uithin 60 days of this Order, Gateway shall formulate and submit to OTS 
for approval, a business plan that describes in detail, the institution's 
planned operations for the next three years. Upon approval by OTS, 
Gateway's Board shall approve the business plan and ensure that Gateway's 
operations do not deviate from the approved business plan in any material 
respect, without the prior written approval of the Board and OTS. 

At all times in the future, Gatevay shall not engage in any transactions 
with affiliated persons, as that term is defined in Title 12 CFR Section 
561.5 without the prior vritten approval of OTS. Further. the 
institution shall not enter into any transactions with J.T. Lau or any 
entity which he is affiliated without the prior vritten approval of the 
Board and OTS. 

Uithin 60 days of this Order, Gateway shall formulate and implement a 
comprehensive internal control and audit program to correct the 
deficiencies cited in the April 1, 1991, Report of Examination. The 
program must include the review of, and adherence to, all Board approved 
policies and procedures. 

Within 90 days of the date of this-Order, Gateway shall hire and/or 
appoint a qualified Compliance/CRA Officer primarily responsible for the 
Compliance and CRA functions. This position may be either a full time 
position or filled full time while the corrective actions required by 
this Order are implemented, but in no event for less than six months, and 
part-time thereafter. The proposed hire's and/or appointee's name and 
qualifications shall be submitted to this Office for approval based on 
the review of the individual's competence, experience, character, and 
integrity. Concurrently, Gateway shall develop and make available to 
this Office for review and approval, position descriptions and reporting 
relationships and shall vest this position with the appropriate level of 
responsibility, authority, and resources to carry out the duties of these 
positions. 

Within 60 days of the date of thia Order, the members of Gateway's Board 
of Directors and senior management shall obtain training of their duties 
and responsibilities under OTS administered laws, regulations and rules, 
federal civil rights, fair housing and lending, consumer protection, and 
other compliance laws and regulations adainistered by thia Office. Prior 
to providing such training to Gateway's Board of Directors and senior 
management, the Institution shall make available a training plan to this 
Office for review and comment. 

Uithin 60 days of appointing the Compliance/CRA Officer, in order to 
ensure ongoing, effective compliance with nondiscrlnination. fair housing 
and lending, consumer protection, and other compliance laws and 
regulations, Gateway shall develop a comprehensive strategy, including an 



agenda for full implementation and a mechanism for effective Board of 
Directors' oversight. The strategy should addresr not only the matters 
covered by this Order but also those aspects of Gateway's business 
covered by OTS's ~om~liance Activities Handbook. At a minimum, the 
strategy should include the following actions: 

The Institution shall undertake a complete self-assessment, 
conducted by the Compliance Officer, to develop and submit to OTS a 
plan ("the Plan8) for identifying and correcting existing 
deficiencies. This Plan is to include: (i) a timetable for the 
review, (ii) the means of implementing corrective actions, and (iii) 
the follow-up to ensure the effectiveness of such actions 
thereafter. Subsequently, a quarterly report on the status of the 
Plan's completion is to be submitted to this Office by the Board of 
Directors. 

The Institution shall develop a written ongoing compliance program 
encompassing (i) development and periodic updating of policies and 
procedures, (ii) training of new and periodic retraining of existing 
staff, (iii) day-to-day operational controls, (iv) periodic 
compliance audits, and (v) mechanisms for updating the program and 
correcting deficiencies that arise. The responsibility and timetable 
for implementing each aspect of this program, as well as the 
specific areas it will cover, should be included. The roles, 
responsibilities, and relationships between relevant management 
personnel should be defined. and a description of the Board of 
Directors' involvement and oversight role should be set forth. 

The Institution shall establish a procedure to review applications 
denied after the date revised lending standards are implemented in 
accordance with the compliance Report of Examination dated April 1, 
1991, for conformance with the Institution's revised standards and 
compliance with pertinent regulations. The results of such review 
shall be incorporated into the Institution's comprehensive ongoing 
compliance program set forth above. 

The Institution shall develop and implement a program for monitoring 
loan applications received, granted, and &nied in order to identify 
and address any disparate patterns in the Institution's lending, 
particularly with respect to low/moderate-incope areas of the 
Institution's comunity, minorities, and members of other protected 
classes. This monitoring should at a minimm conform to the 
recommended analyses set forth in Thrift Bulletin 25, dated 
April 19, 1989, and any applicable subsequent bulletins and should 
include a mechanism for providing at least semiannually its results 
to the Board of Directors and for incorporating them into the 
Institution's business planning. 

Within 45 days of written nonobjection from the OTS to the Plan, the 
Institution shall implement a program for training its staff to 
ensure consistent implementation of the Plan and compliance with 
applicable laws and regulations. A schedule for this training is to 
be submitted with the Plan to this office for review and comment. 



f. The Institution shall establish a formalized CRA program with 
specific goals, objectiver, and accountabilities that vill be 
actively overseen by its Board of Directors, the Compliance/CRA 
Officer, and senior management. This program should conform, at a 
minimum, to the guidelines provided in the 'Interagency Policy 
Statement on the Community Reinvestment Act.' dated b r c h  30, 1989, 
and should include (i) a description of efforts to ascertain 
community credit needs and affirmatively incorporate the results of 
those efforts into the Institution's planning for product 
development and delivery, (ii) incorporation of the results of the 
Institution's monitoring of its lending patterns, and (iii) periodic 
evaluation of the Institution's ovn performance and procedures for 
documenting its CRA activities and how they relate to its CRA goals. 

g. Prior to each regularly scheduled meeting of the Board occurring 
after completion of each calendar quarter, the Compliance/CRA 
officer shall prepare and submit as part of the package provided to 
the Board of Directors a comprehensive report regarding compliance 
matters. At each regularly scheduled meeting occurring after 
completion of each calendar quarter, the Board vill review the 
report prepared by the Compliance/CRA officer and provide 
certification of such reviev to this Office along vith a description 
of any proposed corrective action. 

10. Within 60 days of the date of this Order, Gatevay shall establish written 
policies and procedures for periodically testing its compliance vith: 

a. maintaining impound accounts in accordance with Title 12 U.S.C. 
Sections 2601.6(g) and 2609.10(c), and 

b. computing the initial interest rate, index, margin, and change date 
for calculating future rate changes pursuant to Title 12 CFR Section 
563.99. 

11. The Board shall submit to the OTS by the tenth day following each 
-. regularly scheduled monthly board meeting a report &tailing the 

progress, status and/or adherence to each of Paragraph8 1 through 10 of 
this Order. Included in such monthly report shall be sufficient detail 
of the evidence the Board reviewed to establish the progress, status 
and/or adherence to each of Paragraph. 1 through 10. 

12. For good cause shovn, the Assistant Regional Director may extend the time 
to complete any act required by this Order for good cause shovn, 
specifically; 

a. If the Assistant Regional Director disapproves any policy, plan, or 
act submitted for approval under the terms of this Order, Gatevay 
will submit a revision of the policy, plan, or act, to the Assistant 
Regional Director within 15 days after it receives written notice of 
disapproval; 




