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UNITLD 3TATES GF AMERICA
Ipfore The
QFFICE OF TURIFT SUPERVISION

In the Matter of
Re: Enforocement Review

Committee Resolutbtion

MOTILAL RAICHAND,
No. ERC %0-55

farmer Chairman of the Board.
BANK USA, S5.A.,
Silvis, Iliinois

pated: aAcgust 15, 1290
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NOTICE OF INTENTICH BIT

T1 o PR
NOTICS OF ASSES3.ENT O

ND NOTICE CF HIARING
MONEY PEMALTY
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In accordance with tne provisions of Secticn 8{e) of the
serw (TEDIAYY, as amended by the

Federal Deposit Insurance

Financial Instituticns Refarm, Recavery and Enforcement Act of

1989 ("FIRREA"), Pub. L. in. 101-73, 103 Stat. 183, the Office of

Thrift Supervision ("“0TS5":, being of the opinion that Motilal

Raichand ("Respondent"! has engaged in an unsafe or unsound

practice in connection with the affairs of Bank USA. 35.A., Silvis,

Illinois ("Bank USA"), and has breached his fiduciazry duty to Bank

USa, and by reasan of sucn has caused Bank USa te suffer financ:ial

loss and Respondent has received financial gain thereby, and that
such practice and breacn 1nvolved personal dishonesty on the pact
of Respondent, and demcnstrated willful disregard by Respondent

far the safety or soundness of Bank USA, hereby issues this Notice

of Intenticn to Prohib:it and Yerice cof Hearing against Respondent.
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in accordance with the o of Section 8d¢: - I
FDIA, as amended by FIRREA, the OT3, being of the copoaizn thac
Respondent viclated a Temporary Cease and Desist Ordsr secved on
May 25, 1990, cecklessly encaged in an unsafe or unsound practice
in conducting the affairs of Bank USA, and breached his fiduciary
duty to Bank USA causing mcra than a minimal loss te Bank USA, aad
resulting in pecuniary ga:n to the Respondent, hereby issues this

Notice of Assessment of Civil Money Penalty ("Notice cf

Assessment”) againgt Respordent.

I. JURISDICTION

1. Bank USA is a faderally-insured, state-chartered savings

association which maintains its prineipal place of business in

Silvis, Illinois. Bank USA is a whelly-owned subsidiary of Banc

USA Corporation, Oak Brook, Illinois ("Holding Company®).

2. ©On May 25, 1990, the OTS appointed the Resolution Trust

Corporation (“RTC") as the conservator far Bank USBA.

3.
2{4) of the Home Cwners Loan Act {"HOLA"), as amended by Section
301 of FIRREA (to be cadified at 12 U.S8.C,

3I(b) of the FRIA, as amended by Section 204 of the FIRREA {to b2

codified at 12 U.S.C. § 2313!byy, and is an "ingsured depository
institution” as defin

Secticn 204 of the FIRFEL fto be codified at 12 U.5.C. §

4. Respcndent i3

Shareholder cof the Holdliag Company, and was the Chairman of the

Bank USA is a “savings association®” as defined by Section

§ 1462(4)), and Sect.on

as amended by

§ 18I3tcy).

the Board, and the Hajority
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Board of Bank USA. He was Z.:zmizsed as Chairman of Zaan UIa by

the RTC an May 25, 139%4.

3. Respoendent i3 an “izstizutizn-affiliated parecy™ 1s that
term is defined by Sectieon 2 ul of the FDIA, as amended by Section
204 of the FIRREA {to be zodified av 12 U.S.C. § 1813{u)y.

6. The 0TS is the "avpropriate Federal banking agency” as
defined in Section 3{qg) ¢f =he FDIA, as amended by Section 204 of
the FIRREA (to be codifiec - 12 U.S.C. § 1813(q)), with the
authority to bring enforcemenz actions against institution
~affiliated parties.

7. 1In particular, the 0TS has the authority to issue this
Notice of Intention to Proh:izit and Notice of Hearing and Notice

of Assessment pursuant to Sections 8(e) and 8{1){2)(E) of the

FDIA, as amended by Sectiop 907 of the FIRREA (to be codified at

12 U.5.C. §§ 1818(e} and LB181i){2:(E}}.

IT. FACTS
2. As of December 3I., 1%8%, Bank USA failed ts meet all

minimum capital reguirements as set forth in Sectizn 5(t) of the

HOLA, as amended by Sect:zn 301 of FIRREA (to be ccdified at 12

LN

U.5.C. § L464(t)) and 12 2.7 8", S87.2.

9. ©On or about Apr:l &, 19%0, Bank USA’s funds totaling 3$5°.1

million were placed ints o3 chec<ing account at LaSalle Natignnl
Bank, Chicage, Illinoiz @ 7.asalle Mational Bank™}.

0TS directed Respondent, as Chairman of

3

»

10, On mMay 23, 1330,

er any funds cut of Bank USA's
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the Board of Bank USA, not to tran
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account at LaSalle National Eanxk. Pespondent orally agreesd that

he would not transfer those Iunds,

11. On May 24, 1990, Respondent transferred $790,000 from
Bank USA's account at LaSalle Naticnal Bank to the Holding
Cempany’s account at Northern Trust Bank, Chicago, Illinois.

12. On May 2%, 1990, Respondent told 0TS Senior Manager
pavid J. Kalina that he transterred the funds from Bank USA to the
Holding Company to refund :he directars of the Holding Company for
their initial investment,

13. ©On May 25, 1990, <75 issued a Temporary Order to Cease
and Desist ("Order"™) against Bank USA, the Holding Cempany and
Respondent, as Chairman of <he Boards of both Bank USA and the
Holding Company, based on the events described in paragraphs 8
through 12 above.

14. The 0TS’s Order specifically stated, inter alia, that,
“{the Holding Company] shall immediately transfer $790,000 to Banx
USA," and that "Raichand shall immediately execute all necessary
documents reguired to transfesr $790,000 from [the Helding Company]
te Bank USA."

15. From May 25, 1390, teo June 4, 1990, Respondent refused
to comply with the QTS's Qrder. On June 4, 1990, following
repeated demands by OTS «<osunzel., Bespondent returned the $7%0,00¢C
to Bank USA. On June 12, 12360, upcn additional demands by the
QTS, ne returned the invnerzst earned by the transferred funds
($1,214.99) .

16. Respondent’s refusal to take the steps necessary to

transfer the funds back = Bank Usa, violated the terms of the
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0TS s May 25, 1980 Order.

17. Respondent’s violaz:ion of zhe terms of the GTE’s May 25,

1980 Order caused more than 3 minimal l1oss to Bank USA.

18. The Holding Company was snriched by the transfer of the

e

$7%0,000 from Bank USA. @8ecazuse Respondent owns a maiority of the

stock of the Holding Company., the transfer of the funds tc the

Holding Company resulted :n his pecuniary gain .

GROUNDS FOR PROHIBITICH ALD ASSESSMENT OF CIVIL HMONEY
PENALTY
Respondent’s transter of the $790.,000 from Sank USA to

I1L.

1s.
the Holding Company was unszafe or unsound in light of the fact

that Bank USA had insufficz.ent capital, and had failed to meet i3

2 U.s.C.

o

minimum capital requiremenzs. See

§§ 1B8l8(ed{li(a){ii) and L1E818{1y(2)(BY{L}Y {11},
20. Respondent's transfer of the $7%0,000 from Bank USA to

the Holding Company, after he agreed not to transfer any funds,

demonstrated personal dizhonestv on his part. See 12 U.5.C.

§ 181B(e)(1){Cy(i).

21. Respondent’s transfer of the $790,000 from Bank USA to

the Holding Company, in v:olation of the QT&'s May 23, 199¢C

directive, demenstrated a willful and reckless disregard by the

scundness of Bank USA. ee 12 U.5,7,

Respondent for the safet or
§5 1818(e)(Ll1(CH{ii) and 1218013023 (BY(LI({ITIT.

22, ©Bespondentc breacned nis fiduciary duty to Bank USA by

tranzferring the $796,700 from gank USA to the Holding Company.

See 12 U.8.C. §§ 1818t~ - 27Aa3(112) and 181801 (2¥(BI(1){III}.
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Z23. Respondent’s refusa. aze steps necessar, T3 transfer
the funds back to Bank USa v.alated the terms of the 073’3 May 25,
1990 COrder. See 12 U.5.C. 5 L8la8iiyizy{my{ir(zy.

24. Respondent’s violaz:ion of the terms of the OTS's May 23,
1990 Order constitutes a breach of his fiduciary duty to Bank USA,
See 12 U.S.C. §§ 1818(e)(1):a)(ili) and 1818(1)(2)(B)(L)(III).

25. Respondent’s viclation of the May 25, 1990 Order was
unsafe or unsound in light =f the fact that Bank USA had
insufficient capital, and had failed to meet it's minimum capital
regquirements. See 12 U.5.I2. 5§ 181l8(e)(1)(A)(1ii) and
glei)(2)3(B)(iy(II),

26. Respondent‘s viglaticn of the May 25, 1980 Qrder
demonstrated a willful and v2ckless disregard by the Respondent
for the safety or soundness »f Bank USA. See 12 U.S.C. §§
1818(ed{1}Y{CY (i) and 181801123 (BYLLY{XT).

27. Respondent’'s violation of the terms of the OTS's May 25,
1990 Qrder caused more than a minimal loss to Bank USA. See 12
U.S.C. §§5 1818{e){1}{B)(Li: and 1818(13(23(8BY(Li)(II).

28. The Holding Company was enrtiched by th2 transfer of the
$790,000 from Bank USA. Because Respondent owns s najority of the
stock of the Holding Company, the transfer of the funds resulted

in pecuniary gain to him. See 12 U.5.C. §§ 1818{e) ¥ {BY(i11Y ard

1818083218 (11 (IIT).
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V. NMOQTICE OF HEARING

Notice is hereby given that an administrative nearing will Dbe
held, pursuant ta the autherity of Section 8le){l) of the FDIA, ag
amended by FIRREA, and in accordance with the Rules of Pracrice
and Procedure of the 0TS, 12 C.F.R. §§5 S09.1 -~ 509.32 ("Rules®},
to determine whether Respondent should be prohibited from further
participation in any manner :n the affairs of Bank USA or its
successor or any other federally insured depository institution,
The hearing will commence 53 days follewing the date of this
Notice, in Chicago, Illinois, before a Presiding Qfficer to be
designated by the OTS, or on such ather date or location as the
Presiding Officer may des:znate.

Respondent Raichand 5 hereby directed to file an Answer tcC
the allegations contained herein within twenty (20) days from the
date of service hereof, as required by Section 508.14 of the
Rules, 12 C.F.R. § 509..5. The reqguirements of the Answer, as
wall as the consequences of failure to f£ile an Answer, are sat
forth in Secticn 309.5{(ai-!(d) of the Rules. Respcndent Raichand
is directed to present. ar the same time as his Answer is fileq,

his written views on whether the hearing should be public or

private.

e
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V. NOTICE OF AS3ESSH

o

After taking inzo sceount The gravity of the vielations of

sources of Respondent Raichand, and the
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the Order, the financ:ial

~d



,

e | bt

[PR—— s e e+ St = g s o bbbk A e e §

grminaed

imd

gocod or bad faith involveo 1= the 075 has de

P

i

3]
oo

that the appropriate ciwvil alty for Bespond
v assessad pursuant Lo this

$150,0400. The civil money
{583) days afcer the

HMotice of Assessment 18 pavable witg

73

igssuance of this Notice of ~usessment.

ied an opportunity for a hearing

Respondent shall be
assessment of the penalty if he

hefore the OTS to challengn
of this

requests such hearing within cwenty {(20) days of service
~he Respondent makes a timely reguast

Notice of Assessment. ©f
for a heavring to challenze che assessment of the penalcey,
not ke reguicred to pay such penalty until the CFS

Respandent shall
assessment fallowing the hearing.

o

has issued a Final Order =%
any such hearing sha.. be conducted pursuant to Fart 509 ot
and shall become 2 part of the

549 (1990

the Rules, 12 C.F.R.
If Regpondent Raichani

dav

IV herein.

hearing identified in S=c<ion
within the prescribed twenty (20}

shall constituts 2 final and

r.nc

does not request a hea

period, this Notice of Assessmenc

unappealable order of the QTS.

The above civil money pensity shall be made pavable to th:
Treasurer of the Unitad sent to the Contraoller’s
v1ft Supervision at 17300 G Street,

Division of the Office
o the attantion of the undersicned.

N.9W., Washington, Dp.C

15/ |
Rosemary Stewstt
Sgcrecary, Enforcement R
Committee, and Directsr

Enforcement
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