
STIPULATIOIO AND CONS= TO ISSUANCE 
Or OitDBR To CCIZSB MID DlLSfST 

The Office of Thrift Supervision I*OTSm), by ough 

its District Director For the Boston District Office 

( "District Directorw), the Banking Conrrisrioner for the State 

of Csimecticuc (the *CorPrnissionerW) and security Savings and 

Loan Association, Waterbury, Connecticut ( w S ~ ~ ~ r i t y *  or the 

*Ins$itutionw) stipulate and agree as folloxsr 

1. Consideration. 

The OTS and the Corrmirsioner, basad upon information 

reported to them, are of the opinion that grounda exist to 

initiate an administrative cease and desist proceeding 

against Secutity purruant to Section 8fb) of the Federal 

Deposit Insurance Act (*rDfAnf, 12 u.s.C. 1818(b), as amended 

by section 902(a) of the Iinancial Institutions Reform, 

Recovery, and Enforcement Act of 1989, mb. L. Xo. L01-73, - 
103 Stat. 183 ( " ) r f R h M a )  and Section 36-25 of the Conn8cticut 

CInsrsi Statutes ( 'CGS"). Security desires to cooperate with 

the 0% and the Commissioner and to avoid the tire and 

expense of such administrativ* proceadiags or lftiystion and, 

-1- 



or iftigation win8t tha Xnstitution w i t h  rwpect to tbc 

mttera coverad in the acocnpanyinp Order to  cease and Desist 

(*otauR) . 
2. -. 

(a) Security i s  a *savings association* within the 

arming of Section 3(b) of the FDIA, 12 U.S.C. 1813(b) and 

Section 2(4) of the Hone Ownersa toan A c t ,  12 U.S.C. 1462 (4), 

as amended by Sections 204(b) and 301, respectively, of the 
. - 

- PIRlWL ACco&ingly, it; is an "insured dapository 

institutiona as that tern it defined in Section 3 (c ) f2 )  of 

the FDTA, 12 U.S.C. 1813(c)(2), as amended by Section 204(b) 
* 

of the FIRRE&. Pursuant to Section 3 (q) (4) of the FDIA, 12 

U.S.C. 3813(q)(4), as amended by Section 204(f) of the 

FXRREA, the Director of oTS is the *appropriate Federal 

banking agencya to maintain an enforcement proceeding against 

such a ravings association. Therefore, Security is subject 

to the authority of the OTS to initiate and maintain a cease 

and desist proceeding against it pursuant to Section 8[b) of 

the PDUL, 12 U.S.C.  1%18 (b) , as amended by section .9O2 (a) o f  
- 

thr Fntuzh.  

!b) The Coimxisricner io cnarged with the administration 

of chapter 645 of the CGS, aSavings and Loan A~sociationc.~ 

The Association is a savings an% loan association organtzed 
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d u h t  8bao;ld fuue against it. Therefore, the As.ociatiwr 

f 8  8 u b j e  to the authority of the CoPatuioner t o  i n i t f a t o  

and maintain a ceaae an& d e s i s t  proceeding against it 

pursuant t o  Section 36-25(2) o f  the as. 

3 .  Canr.nt. 

Security consents t o  t h e  issuance by the OTS and the 

C ~ ~ i ~ S i ~ n e r  of the  Order. ft further agrees t o  comply with 

the terms of the Order upon issuance and s t ipu la tes  that t h e  

Oraer coxuplies rikb a l l  requireawnts o i  law. 

4 .  -. 
The Order is issued under Section 8(b) of the PDIA, 12 
c 

U.S.C. l8l8(b), as  antended by Section 902(a) of the F I m  

and under Section 36-25 of t b e  CGS. Upon its issuance by the 

OTS and the  Cosmireioner, it shal l  b. a f ina l  order, 

e f fec t ive  and ful ly  entoseeable by tho OTS under Sect ion 8 (i) 

o f  the FDIA, U.S.C. 1818(i ) ,  as mended by Section 907 of the 

F-, and by the Commissioner under Section 36-25 of M e  

Security waives its r i g h t  to a notice of charges an8 the 

a B @ . F d s t r a t i  Searing provided by Section 8(b) of t h e  FDIA, 

12 U.S.C. 1818(b), as aximded by Section 902 (a) O f  the 

F x m .  and section 36-25 01 tne ms, mb further waives any 



-. in  , ident ia  of th. forwgofrrg, th. m, the 

C-aahnrt a M  S . ~ ~ r l t y ,  by a majority of its bare of 

d i n e o n ,  erecute this s t ipu la t ia  and consent t o  Iaauancr 

of 0-er to  cease and Dtriat. 

OFFzCE OF THRU"T SUPERVISION mximm SAVINGS 
ASSOCXATION 

BY a majority of its 
bg4;td of dinctorrr: 

By: /J[ 



In tho u t t e r  ego 
1 
1 

sacoun mvxms i 
1 Re# resolution no. a08 90-8 

UID Lomi AS(IOCIAl"IW 
Waterbttry, Coanecticut 

1 
1 Date: July 13, 1990 

ORDER TO CEASE A8D DESIST 

#BERMS,  Security Savings and Loan Aaeocfation, 

Waterbury, Connecticut, fn8ecurity* or the 'institutionn) 

through its Board of Directors, has executed a Stipulation 
. - - 

and Consent to Issuance of Order to Cease and Desist, which 

a is incorporated herein by reference f'Stipulatfonn) and is 

accepted and approved by the Office of Phrfft Supervision 

(*0TSe) acting through its Diotrict Direetor for the Booton 

District Office ("District Director") and the Banking 

Commissioner of the State of Connecticut ("Com~liraioner"); 

and 

#LtEREAS, Security, in the Stipulation, has consented end 

agreed to the issuanco of this Order to cease and Desist 

(*Order") pursuant to Section 8(b) of the Federal Deposit 

Insurance Act, 12 U.S.C. 1818lb) ("?DZAm), as arendtd by 

Section 902ta )  of the Financial Institutions Reform, Recovery 

and Enforcement ~ c t  of 1989, Pub. L. NO. 101-73, 103 Stat. 

e 1113 I'FIRRrCAw) and Section 36-25 o f  the ewnecticut Wneraf 



a wftt nrllu:;rOUI, Z% I l l  ORDmtro m l r  

1. Within 45 daps of th. offectivo date of this Order, . 
-a - - s.. . - -- 

the -?a of Dlroctors sh.11 bevo conducted ur iabepondent 

rovim of the sooadnera and cofloct&bllitp of e8ch iodividtt.1 

credit, or-qrwp or 8.t ot rmlrted crodlts in oxcesr of $1.5 

d l l i o n .  Tb0 rovlow shall be oonductrd by aa iadopmdent 

party with orpertise in credit evaluation, rolscted by a 

committoo of dirmctorm who are not esplopees or officers of 

Security and approved by the Dlmtrict Director and tho 

Corap~isoioner. The findings and recosnendations ot the 

independent party shall be presented fa writing to tho Board 

of Directors, with a copy to tho District DiriXtor and the 

Coaerissioner. 

2. Within 60 days of the effective date of this Order. 

Secur,fty shall adopt a written Conflict OP Interest Policy 

(the mPolicym) to address diccclorure requirrmrnts regarding 

interactions and relationships that m y  involve potontial 

couflicts of interest. The policy shall require corpliance 

with the provisions of 12 C . I . R .  563.41 and 563.43, as 

interpreted and clarified by the OTS policy statement 

regarding conflicts of interest, 12 C.F.R. 571.7, as well as 

Sections 22fh), 23A and 23B of The Pedttral Reserve Act, 22 

V.S.C. 37Sb, 371c, and 3flc-l and shall be developed bp 

colnittae o f  cutside directors as approved by the District 

i;irector and the Cor~aisrioner. The Policy shall include, but 

not be lirited to, provisions requiring full disclosure tar 



rod affltrrtlre written rpproval by, tb. mar& of birectors 

of loans aad other trwmrctions with parttee of con011 

interest. Additio~lly, tho ?oli y sb.11 include provisions 

.nd trmns8ctioar that iavolve parties of cor#n interest w i t h  

them. A. utili~ed ia this Order, th. t o m  mparties of coruon 

intotort* rh.11 aeuc my persoa or entity with whoa any Board 

rerb.2 or oanageunt official of Security is involved a8 e 

principal, partner, or investor in ray partnership, joint 

venture, trust at non-publicly traded corporation. The 

Policy shall provide for an annual statement from all 

management. Board members, and key employees in rensitive 

positions certifying their complisnce with the Policy. The 

Policy shall be subject to thrapproval of the District 

Director and the Coppmissioncr. 

=3. NO interest payments on loans or extensions of credit 

shall be made fro8 proceeds of new lO%nS or extensions of 

credit unless the income to the tastitution is offset by a 

corresponding credit to a deferral credit account or 

valuation recerve. m e  net effect of such transa~tfon shall 

be to proportionally recognize such deferred inccse as the 

principal of the loan is paid d o m  fa caeh. Any request to 

loan funds or ertend credit to make interest payments on 

othet loans or extensions of credit shall be based 'on full 
% 

written disclosure to, and rewire the prior aftirmative. 

appiuvai by, the Board of DitectOZS. Each request shall 

include: a )  the number and principal amounts of all credit 



wt8tanbiag to the botrarta) *ad rLZilfatm8 ot th. 

berrovmr(s)r b) the last drto opon *%ah paynnt was u d e  Uzd 

+ * - - ,  - - tb zossoa th.t tba borrtkr was unrblr to m k m  th. trquSr8d 

fntor8rt $8- frorr conv8ntioarrl rourcmst rad d) & &l;L 

8xplutrtiaa of  haw tho Instit~tion~r position h8s bron 

iaprovod by addition81 collateral. ~ b i r  disclosur8 and & 

record of the votes of each Director shall hcoro part o f  the 

Board of Directors* ninutes. 

4 .  All loans and extensions of credit of a principal 

balance of $10,000 or greater that become past due shall be 

reported in writing to tho Board of Directors. ?or pUrpOUe6 

of this Order, "past due* shall mean: 
. -. .- 

b) For demand loans, 15 days after any interest payment 

are is due but not received$ 

I b) ?or single papent time loans, the next day 

following the contrrctual aaturity; 

C) Pot installment loans, 31 days after any intete~t 

payment is due but not received. 

Full payaentb of principal-and interest must be received from 

the borrower in order to reduca or elfsinate part due atatus. 

Partial papent6 will not change past duo stator. ?or 

putpoaes of this Order, each past due loan shall be reported 

by type of loan, loan nunberfs), principal balance; _the date 

the last payrtnt wae received, the date payment wes due, and . - -  
the reason for the delinquency. All such reports shall be 

0 aade as of the last business day of each month and shall be 



." 
.. reconciled with tbe thiift riaancia1 Reports (*%ma 1 filed 

vitb the Oftice of Zbrift supervision. lagunt received 

@ betnen the Llrst day of a given -tb and the neit .0a!d 
8.C -- 

m:tZ~,;t &iii hot Stfeet past due atatus for purpose8 of 

report8 ta-the board for that month. tech such rep0tt to the 

bMrd shall bee- part of  tbe board of DLrectors' minittee. 

f ;  lash wetdraft of a liebilitp account of  $1,000 or 

r e  m d  any cmrolative overdrafts by any account holder or 

hia/h.r affiliated interest(r) totaling $1,000 or more in the 

aggregate shall be represented by a fortal lending agreement 

settinq the rate of interest for overdrafts and repayment 

terns. nanagerent shall furnish a written report to the 

Board of Directors on a aonthly basis listing all such - 
overdrafts, including date(s), amount(s), and payment status 

o f  all such overdrafts and any adBitlona1 information that 

the Board may request. This report, togethrr with any 
e 

corrective action reconatended by the Board, aha11 become part 

of the Board of Directorsp mfnutrrs. No overdrafts, 

rrgardless of amount, may be used to pay interest on 

outstanding loans. 

6. Each item greater than $500, alone or in the 

aggregate to any one customer and/or affiliates of that 

customer, placrd in any suspenoe account (whether an interest 

suspense account: or a cash item account), and any iuq?enre - 
item over five business days old, regardless of mount, shall 

be rtportrri in writing to the Board. The report shall 

includes a) the date the item was first received by the 



. . . . 
Snrtitutiont b) tbe date the item war; booked to the rospease 

the Institution and the borrmr reqardtng the estebll8h.at 

of the rm8pen8e 4ccount. mch such report, along xi# eay 

action taken by the Bawd, shall become part of th8 Bwrd of 

Directorst minutes. 

7. kach loan granted by the Institution shall b. 

evidenced by not more than oae note. The proceeds of each 

loan oball be advaaccd to the borrowers and i ball require the 

correct endorserent. In cases that contractually require 

that the loan proceeds be disbursed to a third party, the 

pr~eeeda shall be issued jointly to the third party and the 

borrower and shall be honored only upon appropriate 

endorsements. In no case shall a loan proceeds check be made 
t 

out as payable to the Institution. 

8. For every renewal or extension of credit to an 

existing borrawet, written docuraentation shall be provided 

indjeating: a)  the approving official(s) of the Inrtiturioni 

b) date of the transaction; c) the new maturity date, new 

principal balance, interest rate, term of the transrctfon, 

and resson for the renewal or extension of credit. Each soch 

extension or renewal shall b. affirmatively approv*d - in 
writing by a lean coatmittee designated by the Boardr except 

tkst all loans, srtenrions, raodificatfons or renewals to any 

borrower who. individually or with hisfiat affiliated 
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iot*restr, ha8 aggregate outstrndta$ credit of  $100,000 or 

rote rhell require tho rftirutive written apprwal of the 

Dmrd of Ditclctor$. raeh request to the ~oezd,.o,f mr q?rr or - - - 
- - 

oobi£*%d cridlt agreement shell include full writtea 

dtrclo~uru lncludinpz a) the number of loans wrreatly 

outstandin$ to the applicrblr borrowers, Lnc~udtng, bvt not 

lirited to, loans, line8 of credit, overdrafts, crrh iteu, 

and any other extension of ctmdlt of any kind vhatroeverr b) 

the principal amount of each loan outstanding to such 

borrower; c) the last date payrent was received on each loan; 

d) the ne%t date payment is due on each loan; and e) the 

reason and purpose for the current request. 'Phis disclosur* 

shall become part of the Board of Directors' ninute6. 

9. Security shall not undertake or sssume any contingent 

liability without a prior notification to, and affiraative 

writtpn approval by, the Board of Directors. such contingent 

liabilities include, but not are not limited to, any 

guarantee of the performance of, or repurchase of, any loan 

or extension of credit to, or for the benefit of, say 

customer, officer, or eltployee of Security. Except for 

existing written commitments, in no event shall Security 

purchase or rrpurcbase any asset that is pact due or 

classified or subject to classification pursuant to 17 C.F.R. 

563.160. - 
10. xlnutes o f  all Directorst meetings and cormaittre - 

meetings shall be reviewed, adopted and filed in the 

0 
appropriate place at the Institution no later than the date 



o t  the next Board or couittee netiag or within 30 days ofl 

tbe meetiaq to ubich th. minute8 pertria, rhicbevet fa 

o.11101. hideace 01 rash adeptlo. .a4 discussLon of  the - - .  
-. . riauts3 3U11 hcoao part of tho Board o f  Pito~tor~* or 

coorittee minute,, as applicable. a w b  director or coanittee 

8e.ber slull execute 8 cettfficrtfoa tlut the full Board or 

~01L.ftWe aftk~tell pte&eated 8Le .II (ICMttate 8 d  CDIQbt* 

rccouat of tho issuer discusred at eeeh meeting. Copies of 

all Board and cormittoe ainutrs shall be furnished to the 

Diatrict Director and the Comissioner within 10 days of 

filing. 

11. Security shall take a11 necessary steps to ensure 

the accuracy of its books and records, as required by 12 

C , C . R .  563.170{~), for the purpoco of, inter alia, providing 

the OTS with accwer to a complete and accurate record of its 

landing activities. * 
Accurate financial information shall be incorporated in 

all reports to the Board of Directors and in the 

fnctitution~r TrRs to the OTS and the Cor~missionec. 

12. Security shall make no loans in excess of the 

amount8 porritted by 12 U.S.C. 84 and 12 C.P.R. 563.93 

reparding loans to one borrower. Further, Security shall 

review its loan portfolio to identify any loans currently in 

excess of raid liaitation~, and, within 30 days of th_r 

effective date of this order, develop a written policy to. 

being aay loano or extensions of credit in excess of said 

limitations to within the applicable litttationt. 
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13. Iecuritp rball prosptlr File ltr Anaorl ~eport of 

~udit with tbe nistrlet Director, 88 rquired by 12 e.r& 
b634?Of8)(2). In no m a t  ahall Semrity file 8uch aaaual -- - - -  
repert m r a  &en I)@ days after the end of Clscnl yea? to 

which ruch report partria#, as m t  forth La OM irolletta 

PA-7.. 

14. Security shall file its annu~l. quarterly and other 

applicable report8 within the the poriodr required by 12 

C.P.S. 563441 which incorporate# Sectioa 13(a)(2) of the 

Seeuritier Exchange Act of 1934, 15 U.S.C. 76(a)(2) (the 

"Ixchange Actw) and applicable Rules of the Securities and 

Exchange Coamission, including, but not liaited to, Rule 

13a-1, 17 C.P.R. 240.13a-1 (annual reports), Rule 13a-11, 17 

6.F.R. 240.13~-11 (current reports), and Rule 138-13, 17 

C.P.R. 240.13a-13 (quarterly reports). 

15. Within thirty days of the effectivm date of this 

Order, the Board o f  Directors shall aake an independent 

review and evaluation of each meeer of the Inrtitution'e 

senior mrmagemmt. The review shall include the directors1 

assessment of the yrosent condition of the Institution and 

reredial action to be taken in response to issums addrested 

in this Order and in the Reports of Sxaaination dated 

Septeabet 24 ,  1985, June 15, 1987, an8 nay 15, 1983. The 

independent review rhall be signed by each director and shall 

include any dissenting eorPrPents of individual directors. . 

Copier of the review shall bs forvarded to the District 

Director and the Comi~issioner. 



. 
This Qr&et rhall & c o n  effective upon execution by the 

Dlrtrlct Director cad the Coulssioner. 

me pra~is ionr of t h i s  Otbr rim11 r e u i n  e f fec t ive  *a4 

-+..r,..~obie except to  the extent tbat md wtil such tin 8s 

u r ~ f  provirions of the Order shall have been modified. 

teminated, rorpdaded, or ret w i d e  by the District Director 

and the C ~ n i s ~ i o a e r .  

bated: BYf 
Howard B. Brown 
Comiaoioner of Banking 


