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URITED STATES OF AKERICA

BEYORE THE
OFFICE OF TERIPT SUPERVISION
AND TRE
STATE CF CORKECTICU? -
. SRPORE THE - S
e BARKING CONMIZBIONER
) :
In the astter of: } Re: Resolution No. BOS 50-8
SECURITY BAVINGS )
AND LOAN AZSOCIATION ) Date: July 13, 1990
Waterbury, Connecticut )
)

STIPULATION AND CONSENT TO ISSUANCE
OF ORDER TO CEASE AND DRSIST

The Office of Thrift Supervision {*0T8"), by and through
its District Director for the Boston District Office
("District Director®), the Banking Commigsioner for the State
of Connecticut (the "Commissioner®) andmgccﬁrity Savings and
Loan Association, Waterbury, Connecticut ("Security"™ or the
"Institution”) stipulate and agree as follows:

1. Consideration. |

The OTS and the Commissioner, pased upon information
teported to them, are of the opinion that grounds exist to
initiate an administrative cease and desist proceeding
against Security pursuant to Section 8(b) of the Federal
Deposit Insurance Act ("FDIA®), 12 U.$.C. 1818(b), as amended
by Section 902(a) of the rinancial Institutions Reform,
Recovery, and znforcancni Act of 1989, pPub. L. KQ.'{G1-73,
103 stat. 183 ("FIRREA") and Section 36-25 of the Connecticut
General Statutes ("CGCS™). Security detiras to cooperate with
the OTS and the Commissioner and to avoid the time and
expense of such administrative proceedings or litigation and,
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without admitting or denying that such grounds exist, hereby
stipulates and agrees to the following terms in consideration
af tha forhearanpcs by ihs CT8 &nd the Commissioner from
initiating such administrative cease and desist proceedings
or litigation against the Institution with respect to the
zatters covered in the sccompanying Order to Cease and Desist
{“Crder").

2. Jurisdiction.

(a) Security is a "savings association" within the
neaning of Section 3(b) of the FDIA, 12 U.S$.C. 1813(b) and
Section 2(4) of the Home Owners’ Loan Act, 12 U.S.C. 1462(4),
as amended by Sections 204(b) and 301, respectively, of the
~ FIRREA. Accordingly, it is an "insured depository T
institution™ as that term is defined in Section 3(c¢){2) of
the FDIA, 12 U.S.C. 1813(c)(2), as amended by Section 204(Db)
ot tg; FIRREA. Pursuant to Section 3(q) (4) of the FDIA, 12
u.8.cC. 1813“1} (4), as amended by Section 204(f) of the
FIRREA, the Director of OTS is the "appropriate Federal
banking agency® to maintain an enforcvement proceeding against
such a savings'associaticn. Therefore, Security is subject
to the authority of the OTS to initlate and maintain a cease
and desist proceeding against it pursuant to Section 8(b) of
the FDIA, 12 U.S.C. 1818(d), as amended by Section .902(a) of
the FIRREA. o

{b) The Coumissioner iz charged with the a&ministiaéion
ef Chapter €45 of the OGS, "Savings and loan Associations.”
The Association is a savings and loan association organized
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under Ssction 36-173 of Chapter €45 of the (C§S. Section
36-25(2) of the CGS authorizes the Commissioner to commence
agninistresive prociscings against un institution subject to
his jurisdiction to determine whether an order to caase and
desist should issue against it. Therefors, the Association -
is subject to the authority of the Commissionar to initiate
and maintain a cease and desist proceeding against it
pursuant to Section 36-25(2) of the CGS.

3. Consent. |

Security consents to the issuance by the OTS and the
Commissioner of the Order. It further agrees to comply with
the terms of the Order upon issuance and stipulates that the
Order complies with all requirenments of law.

4. FElnality.

The Order is issued under Section 8(b) of the FDIA, 12
U-.S.ct 1818({b), as amended by Section 902(a) of the FIRREA
and under Section 36-2% of the CGS. Upon its issuance by the
OTS and the Commissioner, it shall be a final order,
effective and fully enforceable by the OTS under Secticn 8(i)
of the FDIA, U.8.C. 1818(i), as amended by Section 907 of the
FIRREA, and by the Commissicner under Section 36-25 of the
CGS.

5. Haivers.

Security waives its right to a notice of chai'qa; and_ the
administrative hearing provided by Section 8(b) of the FDIA,
12 U.§.C. 1818(b), as amended by Section 902{a) of the
FIRREA, and Section 36-25 of the CGS, and further waives any
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right to seek judicial review of the Order, including any
such right provided in Section 8(h) of the FDIA, 12 U.S.C.
1818(h). as amdnéby Sacticn $5u({a) of the FIRREA, or
Chapter S4 of the OGS, or otherwise to challenge the validity
of the Order.

WHEREFORE, in consideration of the foregoing, the OTS, the
Commissioner, and security, by a majority of its board of
directors, executs this Stipulation and Consent to Issuance
of Order to Cease and Desist.

OFFICE OF THRIFT SUPERVISION gncugg ig;ég?ifr:on

By a majority of its
boaxd of directors:

— /3/

ct Office N /5/_ _— e

STATE OF CONNECTICUT VAT
BANKING | COMMISSIONER ;

o L
By: [5/ — ‘ / J‘/
Hdwdrd B. Brown C Z/fj //




TEE UNITED STATRS OF ANBRICA
BXPORE TR
OFFICE OF TEHRIP? SUPBRVISION
AXD THE
STATE OF CORNECTICUT
BANKING COMNISSIONER

In the matter of:

SECURITY SAVINGS
AND LOAN ASSOCIATION
Waterbury, Connecticut

Re: Resolution No. BOS %0-8
Date: July 13, 1990

T gt Sl Sl St N g

ORDER TO CEASE AND DESIST

WHEREAS, Security Savings and Loan Association,
Waterbury, Connecticut, {"Security” or the "Institution”)
through its Board of Directors, has executed a Stipulation
and Congent to Issuance of Order to Cease ;nd Deaisﬁ, vhich
is incorporated herein by reference ("Stipulation®) and is
accepted and approved by the 0ffice of Thrift Supervision
{"OTS") acting through its District Director for the Boston
District Office (*District Director™) and the Banking
Commissioner of the State of Connecticut ("Commissgioner"):;
and

WHERBAS, Security, in the Stipulation, has consented and
agreed to the issuance of this Order to Cease and Desist
{*Order™) pursuant to Section 8(b) of the Federal Deposit
Insurance Act, 12 U.S.C. 1818(b) (*FDIA"), as anmended by
Section 902(a) of the Financial Institutipns Reform, Recovery
and Enforcement Act of 1989, Pub. L. No. 101-73, 103 Stat.

183 (“FIRREA") and Section 36-25 of the Connecticut General
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Statutes (“CGB"))
¥OW, THEREFORE, 1T 1S ORDERED TRAT:

1. Within 45 days of the effective date of this Ordes,

the Soard of Directors shall have conducted am independent
review of the soundness and collectability of each individusl
¢redit, or group or set of related credits in excess of $1.5
millien. The reviewv shall be conducted by an independent
party with expertise in credit evaluation, selected by a
committee of directors whe are not eaployees or officers of
Security and approved by the District Director and the
Commissioner. The findings and recommendations of the
independent party shall be presented in writing to the Board
of Directors, with a copy to the District Director and the
Comaissioner. |

2. Within 60 days of the effective date of this Order,
s.cﬁqﬁty shall adopt a written Conflict of Interest Policy
(the “Policy") to address disclosure requirements regarding
interactions and relationships that may involve potential
conflicts of interest. The Policy shall require compliance
with the provisions of 12 C.F.R. 563.41 and 563.43, as
interpreted and clarified by the OTS pelicy statement
regarding conflicts of interesgt, 12 C.F.R. 571.7, as well as
Sections 22(h), 23A and 238 of The Federal Reserve Act, 12
U.S.C. 375b, 371c, and 371c-1 and shall be developed by &
committee of cutside directors as approved by the District
Director and the Commissioner. The Policy shall include, but

not be limited to, provisions requiring full disclosure to,

mzu

R R R W

i e B B



and affirmative written approval by, the Board of Directors
of loans and other transactions with parties of coamon
interest. Additionally, the Policy shall include provisions

- wnich reguize Board atubt:s ‘to nbctnin from voting on loans

and transactions that involve parties of common interest with
them. As. utilized in this Order, the term “"parties of common:-
interest” shall msan any person or entity with wvhom any Board
mexber or sanagement official of Security is involved as &
principal, partner, or investor in any partnership, joint
venture, trust or non-publicly traded corporation. The
Policy shall provide for an annual statement from all
sanagenent, Board members, and ey employees in sensitive
positions certifying their compliance vith the Policy. The
Policy shail be subject to the approval of the District
Pirector and the Commissioner.

3. No interest payments on loans or extensions of credit
shall be made from proceeds of new locans or extensions of
credit unless the income to the Insﬁitution is offset Dy a
corresponding credit to a deferral credit account or
valuation reserve, The net effect of such transaction shall
be to proportionally recognize such deferred incese as the
principal of the loan is paid down in cash. Any request to
loan funds or extend credit to make interest payments on
other loans or extensions of credit shall be based on full
written disclosure to, and require the prior affirmative .
approval by, the Board of Dir&ctars. Sach‘;tqut;t shall

include: a) the number and principal amounts of all credit
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outstanding to the borrower(s) and affiliates of the
hcttéth(s); b) the last date upon which payment was made and
next date payment is due on each loan to gggg borrower; ¢} .
 tha zeason that the berrower vtu'unaﬁl; téniai;ﬁtha tequired
interest paysent fros conventional sources; ssd 4) a full
explanation of how the Institution’s position bas been
improved by additional collateral. This disclosure and a
record of the votes of sach Director shall become part of the
Board of Directors’ minutes,

4. All loans and extensions of credit of s principal
balance of $10,000 or greater that become past due shall be
reported in writing to the Board of Directors. For purposes
of this Order, "past due® shall mean: .

a) ror demand loang, 15 days after aﬁy i#é;}elt payrent
are is due but not received;

. 2} For single payment time loans, the next day

following the contractual maturity;

¢) Par installment loans, 31 days after any interest

payment is due but not received.
Full payments of principal and interest must be received from
the borrover in order to reduce or eliminate past due status.
Partial paymente will not change past due status. Pror
purposes of this Order, each past due loan shall be reported
by type of loan, loan number(s), principal balance, the date
the last payment was received, the date paymepnga§ﬁdut,.and
the reason for the delinquency. All such reports shall be

zade as of the last business day of each month and shall be




reconciled with the Thrift rinancial Reports ("TFR") filed
with the Office of Thrift Supervision. Payment received
between the first day of a given month auq‘thc next Board
masting ¢nEil not affect puat . due ltltﬁl‘fg;HPUKPOitﬂ ot
reports to the Board for that month. Rach such report to the -
Bosrd shall Decome part of the Board of Directors’ minutes.

5. Rach overdraft of a lisbility account of $1,000 or
more, and any cumulative overdrafts by any account helder o
his/her affiliated interest{s) totaling $1,000 or more in the
sggregate shall be represented by s formal lending agreement
setting the rate of interest for overdrafts and repayment
teras. XManagezment shall furnigh a written report to the
Board of Directors on a monthly basis listing all such
overdrafts, including date({s), amount(s), and payxent status
of 3ll such overdrafts and any additional information that
the a?ard may request. This report, together with zny
corrective action recommended by the Board, shall become part
of the Board of Directors’ minutes. NoO overdrafts,
reqardless of amount, may be used to pay interest on
outstanding loans,

6. Bach item greater than $500, alone or in the
aggregate to any one customer and/or affiliates of that
customer, placed in any suspense account {whether an interest
sugpense account or a cash item account), and any‘shgpentc
item over five business days old, regardless §£ amount, shall
be reposted in writing to the Board. The report shall
incilude: a) the date the item was firzt received by the
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Institution; b) the date the item was booked to the suspense
sccount if different than the date received; ¢) the date the
item cleared the suepense account; 4) the reason the item vas
held iz the suspense acéu&ﬂi}‘;gd ii‘iny sgresments between
the Institution and the borrower regarding the establishment .
of the suspense account. Each such report, aleng with any
action taken by the Board, shall become part of the Board of
Directors’ minutes.

7. Bach loan granted by the Institution shall be
evidenced by not more than one note. The procesds of each
loan shall be advanced to the borrowers and shall require the
correct endorsement., In cases that contractually reguire
that the loan proceeds be dizbursed to a third party, the
prgcéeds shall be issued jointly to the third party and the
borrower and shall be honored only upon appropriate
endo:genents.. In no case shall a loan proceeds check be made
out as payable to the Institution,

8. For every renewal ot extension of credit to an
existing borrower, written documentation shall be provided
indicating: a) the approving official(s) of the Institution;
b) date of the transaction; ¢) the new maturity date, new

p:incipal balance, interest rate, teras of the transaction,
‘aad reason for the renewal or extension of credit. Each such
sxtension or renewal szhall be atfirmatively approved in
writing by a loan committee designated by the Board, except
thst all lcens, extensions, modifications or resevals to any

borrover who, individually or with his/her affiliated
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interests, has aggregate outstanding credit of $100,000 or
nore shall require the sffirmative written approval of the

Board of Directors. Each request to the Board for any new or. —

- podified eredit quiiltntVthiliuiﬁcludi full written
disclosure including: a) the number of loans curreatly
outstanding to the applicable borrowers, including, but notf
limited to, loans, lines of credit, overdrafts, cash items,
and any other extension of credit of any kind whatsoever; b)
the principal amount of each loan outstanding to such
borrower; ¢) the last date payment was received on each loan;
d) the next date payment is due on each loan; and e) the
reason and purpose for the current request. This disclosure
shall become part of the Board of Di:ectozs'uniautes.

$. Security shall not undertake or assume any contingent
liability without a prior notification to, and affirmative
written spproval by, the Board of Directors. 8uch 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 bensfit of, any
customer, officer, or smployee of S¢cn§ity. Except for
existing written commitxents, in no event shall Security
purchase or repurchase any agset that is past due or

classified or subject to classification pursuant to 12 C.F.R,

$63.160. .
10. Minutes of all Directors’ meetings and committee -

meetings shall be revs&uad; a&opted and filed in the

appropriate place at the Institution no later than the date
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of the next Board or committes meeting or withia 30 days of
the meating to which the minutes pertain, whichever is
earlier. Bvidence of such adoption and discussion of the
sinutss 3hall becoms part of thi‘lcitd of bi:céﬁors' or
comnittes minutes, as applicable. Rach director or committee
member shall execute a certification that the full Board or
committes minutes presented are an sccurate and coxplete
account of the issues discussed at ssch meeting. Copies of
all Board and committes minutes shall be furnished to the
Ristrict Director and the Commissioner within 10 days of
filing.

11, Security shall take all necessary steps to ensure
the accuracy of its books and records, as required by 12

C.F.R. 563.170(c), for the purpose of, inter alia, providing

the OTS with access to a complete and accurate record of its
lendigg activities.

Accurate financial information shall be iacorporated in
all reports to the Board of Directors and in the
Institution’s TPRs to the OTS and the Commissicner.

12. Security shall make no loans in excess of the
amounts permitted by 12 U.S.C. 84 and 12 C.P.R. 563.93
regarding loans to one borrower., Purther, Security shall
review its loan portfolio to identify any loans currently in
excess of said limitations, and, within 30 days of i@c
effect;v- date of this Order, develop a writ;an policy to.
bring aay loans or extensions of credit in excess of said

limitations to within the applicadble liaitaticns.
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13. Security shall proaptly file its Annual Rsport of
Audit with the District Director, as regquired by 12 C.r.3.
563.170(a)(2). 1In no event ghall Security file such annual
. repert Z0re Laan 30 days after thclend of'zlacal year to
wvhich such report pertains, as set forth in OTS Bulletin
PA-~Ta.

14. Security shall file its snnual, quarterly and other
applicable reports within the the periods required by 12
C.F.R. 563{(d) which incorporates Seaction 13{a)(2) of the
Securities Exchange Act of 1934, 15 U.8.C. 78(a)(2) (the
"Exchange Act") and applicable Rules of the Securities and
Exchange Commission, including, but not limited to, Rule
13a-1, 17 C.?.R. 240.13a~1 (annual reports), Rule 13a-11, 17
C.F.R, 240.132-11 (current reports), and Rule 13a-13, 17
C.F.R. 240.132-13 (quarterly reports).

1%. Within thirty days of the effective date of this
Order, the Board of Directors shall make an independent
review and evaluation of each member of the Institution’s
senjor managenent. The review shall include the diractors’
assessment of the present condition of the Institution and
remedial action to be taken in respense to issues addressed
in this Order and in the Reports ¢f Examination dated
Septexber 24, 1935, June 15, 1987, and Xay 15, 198§. The
independent review ghall be signed by each 6ir¢ctcr'apd shall
include any dissenting comments of individual directors.

Copies of the review shall be forwarded to the District

Director and the Commissioner.
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This Order shall become effective upon execution by the
District Director and the Commissioner.

The provisions of this Order shall remain effective and

-

~3Riviceadie except to the extent that and until such time as

any provisions of the Order shall have been modified,

terninated, suspended, or set aside by the District Director

sand the Commigsioner.

Dated:

TEE OFFICE SF TERTPT AUPERYZSAON
/ 5/‘
—v;p“r
Dit tor
Ezég Dist ctaé%iice
BANKING r’t IONER
STATE © eo?::g'nwr

By:

Boward B. Brown
Commisgsioner of Banking
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