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Tn the Matter o f  1 

! Re: Enforcement Rcvxew 
MOT]: LAL RAI CHiLYD , t Committee Resolutioa 

) NO. ERC 90- 5 5  
Former Chairman of the 3 o a r . i .  ! 
BANK USA, S . A . ,  1 Dated: ;iagusr 15, 1990 
Silvls, Illinois ) 

In accordance with the provisions of Section clef of the 

,,, ) ,  as amended by the Federal Deposit Insurance .:-.ct f "FD'"" 

Financial Institutions ?efarm, Rec3very and Enforcement Act of 

1989 ["FIRZEA"), Pub. L. :Is. 1 -  103 Stat. 183, the Office of 

Thrift Supervision ("OTs"', being of the opinion that Motilal 

Raichand ("Respondent"') :ms engaged in an unsafe o r  unsound 

practice in connection w l t . 5  t h e  affairs of Bank U S A .  S . A . .  SilVls, 

Illinois ("Bank USA"), dnd has bceached his flicctary duty to Bank 

USA, and by reason of ;ucn h a s  caused sank USA to s:iffer financ~al 

loss and Respondent has receleed financial gain thereby, and that 

such practice and b c e a c n  r n . ~ o l v e d  personal dishonesty on the pact 

of Respondent, and dexcnstcated vlllful disregard by Respondent 

f o r  the safety or soun.zr.css sf eank USA, hereby issues this Notice 

o f  Intencicn to P r o n : t : -  inc? 3 o c l c e  of Hearing a g a i n s t  Respondent. 
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in accordance with t n e  ric-~slzns oE Secrion d t i  L '  zf the 

FDIA, aS amended by FIRREA, I" G T S ,  being of the 0 p ~ 1 1 3 1  : ? 3 C  

~cspondent violated a Temcs:.ary !:ease and Desist Orcer szt3:ed on 

May 25, 1990, recklessly enuanea in an unsafe or unsoond practice 

in conducting the affairs of Bank USA, and breached his fiducxary 

duty to Bank USA causing acre than a minimal loss to Bank USA, and 

resulting in pecuniary g a l 2  to the Respondent, hereby issues this 

Notice of Assessment of SLY:! Xoney Penalty ["Notice of 

Assessment") against R e s c ~ c ~ ~ e n c .  

I. JURISDICTIDN 

1. Bank USA is a f'?dcrally-tnsured, state-chartered savings 

association which maintains its principal place of business in 

Silvis, Illinois. Bank US>. is a wholly-owned subsidiary of Bane 

USA Corporation, oak ~ c o o w . .  illinois ("Holding Company"). 

2 .  00 May 2 5 ,  1990. tie OTS appointed the ~esolution Trust 

Corporation ("RTC") as tie ccnservator for Bank USA. 

3. Bank USA is a "savincs association" as defined by Section 

2 1 4 )  of the Home ownets Lzan Act ("HOLA"), as anended by Section 

301 of FIRKEA (to be codificd a t  12 U.S.C. § 1462(41), and Section 

3 ( 5 )  of the F U I A ,  as a n e 2 i e d  by Section 204 of the FIRREA (to b.? 

codified at 12 O.S.C. 5 Z ? L ? ! k l ! ,  anti is an "insured deposltocy 

inscitution" as define3 ?Y Secr:en 3 ! c )  of the F D I A ,  as amended ty 

Sec:lon 204 of t5e F i ? ? c - .  r c  k e  codified at 1 2  U . S . C .  5 1813(c)). 

4. Respondent L; : r e  Chnlrzan of  the Board, and the nayority 

Shareholder of the Holrln? C o n e a n y ,  and was the Chairman of the 

> - L - 
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B o a r d  of Rank USA, He was 3~22,135'3~1 a s  C5;tirmsn o f  %.:x -3;. b y  

the R T C  on May 2 5 ,  1990. 

5. Respondent is an "Izst::ui:zn-affiliated @ a r c > . "  3 s  that 

term is defined by Section ; . J J  sf the FDIA, a s  amended by Secticn 

204 of the FIRREA (to be c-dlfied a: 12 U.S.C. 5 1 8 1 3 ( U ) ) .  

6 .  The 0TS is the "apc:apr:3ce Federal banking agency" as  

defined in Section 3 ( q )  o f  ? ? c  FFDIA, as amended by Section 5 0 4  of 

l 1  u . 5 . c .  5 1813(q)), uith the the FIRREA (to be codlfiec 2 :  -, 

authority to bring enforccaenc sct:ans against institution 

-affiliated parties. 

7 .  In particular, tk 9 T S  h a s  the authority to issue this 

Notice of Intention to P r n h : > i t  and xotice of Hearing and Notice 

of Assessment pursuanc t: 3ecrions 8(e 

FDIA, as amended by Sectro~ 007 of :fie 

12 U.S.C. $5 1818(e) and l e l R ! i ! l . Z : l E )  

) and B ( i ) ( 2 ) ( ~ )  of the 

FIRREA (to be codified at 

) .  

11. FACTS - 
8. As of December 31, 1 9 8 9 ,  aank USA failed to meet all 

minimum capital requiremenrs 3 5  set forth in Seccfon 5(t) of the 

HOtk, as amended by Sect:=n 301 c f  FXRREA (to be ccdified at 12 

:. -;' p U.S.C. g 1464(t!i and L: ,...... 5 5 6 7 . 2 .  

9. On O K  about A ? r l ;  5 ,  Lo?;, aanh ~sh's funds totaling $1.1 

million were p i a c e d  icr? . r ;  ;hec<~nq account at tasallc Natronsl 

Bank, Chicaqo, :llino:t , .'235a11e ?rational Bank"!. 

3 ,. -. > 10. On May 2 3 ,  ~ef. ' .  ?TS dzrected Respondent, a s  Chartman of 

the Board of Bank USA. ::ct t c i  transfer any funds out of sank USA's 

- .. - 
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account at LaSalle National E a n ~ .  7espondent oca?li Z ? C Z ~ ~  t h a t  

he would not transfer those :-:?ds. 

11. On nay 24, 1990, iesponaenr tiansfecred S790,OCO f r ~ m  

Bank USA's accounc at LaSallc National Bank to the Holding 

company's account at Nort5eerr T r u s t  Bank, Chicago, Illinois. 

12. On May 25, 1990, Zespondent told OTS Senior Manager 

David J. Kalina that he transterred the funds from ~ a n k  USA to the 

Holding Company to refund :is direct-rs of the Holding Company f o r  

thelr inrtial investment. 

13. On May 2 5 ,  i990, .:s issued a Temporary Order to Cease 

and Deslst ("Order") agalns: Bank USA, the Holding Company and 

Respondent, as Chalrman of t h  Boarcs of both Bank USA and the 

Holding Company, based on r - P  events descclbed in paragraphs 8 

through 12 above. 

14. The QTS's Ordec speclficaily stated, inter alia, that, 

"(the Holding Company] shail immed:ately transfer $790,000 to Bank 

USA," and that "Raichand shall immediately execute all necessary 

documents required to transrer $790,000 from [the Xolding Company1 

to Bank USA." 

15. From May 25, i 3 3 0 ,  to June 4, 1990, ~espondent refused 

to comply with the OTS's ocder. On June 4, 1990, following 

repeated demands by OTS cn! ;n ;e l .  ?.espondent returned the S790.00C 

to Bank USA. On June 1 2 .  1:90, upon additional demands by the 
! 

c 
OTS,  he returned the in-.sr:s;  earned by the transferred funds I 

5 
($1,214.99). 

!6. Respondent's . + r . ; ~ l  c c  t a k e  the steps necessary to : 

i 
transfer the funds back r: 9ank ZSk, violated the terms of the 
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OTS's ;lay 25, 1390 Order. 

1 7 ,  Respondent's vioiarl-n of che terms of the QTS's xay 25, 

1990 Order caused more tba:~ 2 n r n r r n a l  loss to Bank USA. 

18. The Holding Conpan.; was enrrched by the transfer of the 

$790,000 from Bank USA. Bec3uSe Respondent owns a majority of the 

stock of the Holding Cornpan*;, the transfer of the funds to the 

Holding Company resulted I: h l s  pecuniary g a i n  . 

111. GROUNDS FOR PRCH1BITIS:I - A<ID ASSESSXENT OF C I V I L  NO= 
PENALTY 

19. Respondent's tc?ns:er of the $790,000 from Bank USA to 

the Holding Company was unsaie or unsound in light of the fact 

that Bank USA had insuffi::ent cap:=al, and had failed to meet it; 

minimum capital require men:^. - See 12 U.S.C. 

§ §  1818(e)lll(~)(ii) and ?bl8(il(2)(B)(i)(IX!. 

20. Respondent's traczter of the $790,000 from Bank USA to 

the Holding Company, aft?: '.e a q r e e d  not to transfer any funds. 

demonstrated personal drshcncscy on his part. See 1 2  U.S.C. 

S 1818(e)(l)(C!(i). 

21. Respondent's transfer of the $790,000 t r c a  Bank USA to 

the Holding Company, in v:3lation ~f the OTSfs May 1 3 ,  1990 

directive, demonstrated a vllful and reckless disreaard by the 

Respondent for the safety z r  soundness of Bank USA. 12 U.5.:. 

5 5  IE?B(e)(ll(C!(iii a ~ d  1Z19!i!i:!/3)(i!(IIi. 

22. Respondent bieaczcd a;s fiduciacy duty to Bank USA by 

transferring the 5 7 9 0 , 3 $ 0  frcz sank USA to the Holding Conpany. 

See 1 2  U.S.C. 5 s  1018ir . : > ! ~ ) ( i i : j  and 1318(i)(2)(BIti)(III). - 
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23. Respondent's ref.:z>. ta .<e s t e p s  necessary :J trznsfer 

the funds back to Bank USA -:3laced :he terms of the 0 7 3 ' ;  Xay 25, 

1990 Order. % 1% U.S.C. : L818{i)i2)(a)(i)(1). 

24. Respondent's violst~9n of the terms of the OTS's Nay 2 5 ,  

1990 Order constitutes a breach o f  his Eiduciary duty to sank USA. 

See 12 U.S.C. $ 5  1818(e)(i):Ai(iii) and 1818(i)(2)(B)(i)(III)- - 
25. Respondent's viclacion of the Kay 25, 1990 Order was 

unsafe or unsound in light ::i the f a c t  that Bank USA had 

insufficient capltal, and had  failed to meet it's ainimum capital 

requirements. - See 12 U . 5 . : .  5 5  131R(e)(l)(A)(ii) and 

18l6ti)(2)(B)(i)(II). 

26. Respondent's v~oi~iticn of the May 25, 1990 Order 

demonstrated n willful and :-+cklcss disregard by the Respondent 

for the safety or soundness 2 f  Sank USA. 12 U.S.C. 55 

1818(e)(l)(C)(i) and 1813~:~;2)(a)(i)(II)~ 

27. Respondentfs vi?LacLon of the terms of the OTS'S May 25. 

1990 Order caused more than a rnlnlzsl loss to Bank USA. See 1 2  

U.S.C. 5 5  18?8(e)(l)(BI(i; and 1818(i)(Z)(B)(ii)(II). 

28. The Holding Company was enriched by t h e  t ~ a ~ s f e r  of the 

$790,000 from Bank USA. Because Respondent owns i zajority of the 

stock of the Holding Company, t5e transfer of the fnnds resulted 

in pecuniary gain to h i - .  Cce - - 1 2  C . S . C .  g g  1818(e)~ll(B)(iiii ard 

1818(i)(2)(8)(iiiiIX). 



IV. NOTICE O P  HE:\RiNG 

N o t i c e  i s  h e r e b y  g i v e n  : h a t  a n  a d m i n i s t r a t i v e  hear:.?? 'dlli b e  

h e l d ,  p u r s u a n t  t o  t h e  a u t h s r : r y  o f  S e c t i o n  8 ( e ) ( l )  o f  t h e  F D I A ,  B e  

amended by F I R R E A ,  a n d  i n  a c c o r d a n c e  w i t h  t h e  R u l e s  Of Pr3Ct:Ce 

a n d  P r o c e d u r e  o f  t h e  OTS,  i3 C . F . R .  S $  509.1 - 5 0 9 . 3 2  ( " R u l e s " ) ,  

t o  d e t e r m i n e  . & e t h e r  R e s p o n c e n t  s h o u l d  b e  p r o h i b i t e d  f r o m  f u r t h e r  

p a r t i c i p a t i o n  i n  a n y  manr.ec r n  t h e  a f f a i r s  o f  Bank USA o r  i t s  

s u c c e $ s o r  o r  a n y  o t h e r  fcdcislly i n s u r e d  d e p o s i t a r y  i n s t i t u t i o n .  

The n e a r i n p  w i l l  cornmencz 7.3 d a y s  f o l l c w i n g  t h e  d a t e  o f  t h i s  

N o t i c e ,  i n  C h i c a g o ,  I l l i n c i s ,  b e f o r e  a  P r e s i d i n g  O f f i c e r  t o  b e  

d e s ~ q n a r e d  by t h e  o ~ s ,  o r  e n  s u c h  o t h e r  d a t e  o r  l o c a t i o n  a s  t h e  

P r e s i d i n g  O f f i c e r  may a e s r ; n a t e .  

R e s p o n d e n t  R a i c h a n d  :r h e c e b y  d i r e c t e d  t o  f i l e  a n  Answer t c  

che  a l l e g a t i o n s  c o n t a i n e d  ? e r e i n  w i t h i n  t w e n t y  ( 2 0 )  d a y s  f r o m  t h e  

d a t e  o f  s e r v i c e  h e r e o f ,  a s  r e q u l r e d  by S e c t i o n  5 0 9 . 1 4  o f  t h e  

R u l e s ,  12 C . F . R .  g 509. : ; .  The r e q u i r e m e n t s  o f  t h e  A n s w e r ,  a s  

w e l l  as  t h e  c o n s e q u e n c e s  , c i  f a i l u r e  t o  f i l e  a n  Anc.dsc, a r e  s e t  

f o r t h  i n  S e c t i o n  5 0 9 . 5 i a r - ! , d )  of t h e  R u l e s .  R e s p c n d e n t  R a i c h a r ~ d  

i s  d i r e c t e d  t o  p r e s e n c .  a r  t h e  same time a s  h i s  A n s v e r  i s  f i l e t i ,  

h i s  w r i t t e n  v i e w s  on w n e t n e i  t h e  h e a r i n g  s h o u l d  be  p u b l i c  o c  

p c i v a t e .  

V .  >IOTICE OF AS5ESC::E'IT I - - 
A f t e r  t a k i n q  i n r c  j ? c ~ u n t  s h e  g r a v i t y  o f  t h e  v i o l a t i o n s  of  

t h e  O r d e r ,  t h e  finan::-: .  i e s o ~ r r c s  o f  R e s p o n d e n t  R a i c h a n d ,  a n , %  t h e  
1 

7 - 



good u c  bad  f a i t h  i n v o l v e s  1: b ~ a  z z r 1 3 n s .  'he OTS h a s  zpc~rnrca5 

t h a t  t h e  a p p r o p r i a t e  civil n - n e v  ~ e n a l t y  f o r  S e s p c n C e n r  13 

$150,000. The civil money ;!?nai:y a s s e s s e d  p u r s u a n t  ts t%s 

N o t i c e  of  A s s e s s n e n t  i s  p a y a o i e  u i :h ln  s i x t y  ( 5 0 1  d a y s  d i r e r  t h e  

i s s u a n c e  o f  t h i s  N o t i c e  iZ .=.ssersmenc. 

R e s p o n d e n t  s h a l l  be a f f o r d e d  a n  o p p o r t u n i t y  f a r  a h e a c r n q  

b e f o r e  t h e  OTS t o  c h a l l e n 7 , >  c'e a s s e s s m e n t  o f  t h e  p e n a l t y  i f  h e  

r e q u e s t s  s u c h  h e a r i n g  w l t s z n  r v e n t y  f Z O J  d a y s  of s e r v l c z  of  t h i s  

No t i ce  o f  A s s e s s m e n t .  I F  :he " s p n n d e n t  makes a t i n e l y  CeqUeSt 

f o r  a h e a r i n g  t o  c h a l l e n ; e  chc  a s s e s s m e n t  o f  t h e  p c n a l c y ,  

R e s p o n d e n t  s h a l l  n o t  be re7121 r e d  :3 pay  s u c h  p e n a l t y  u n t i l  t h e  G ? S  

h a s  i s s u e d  a  F i n a l  O r d e r  :.:f R s s c s i s e n t  f o l l o w i n g  t h e  h e a r i n g .  

Any s u c h  h e a r i n g  s n a l -  be c ~ n d u c t e d  p u r s u a n t  t o  P a r t  509 o i  

t h e  R u l e s ,  1 2  C.F.R. 5 0 9  1 1 3 9 0 1  a n d  s h a l l  become a  p a r t  o f  t h e  

h e a r i n g  i d e n t i f i e d  i n  s e c r r o n  :'i h e r e i n .  I f  R e s p o n d e n t  i i a i c h a n i  

d o e s  n o t  r e q u e s t  a  hear::- w i t h i n  t h e  p c e s c r i b e d  t w e n t y  ( 2 0 )  d a y  

p e r i o d ,  t h i s  N o t i c e  o f  h s s e s s m e n z  s h a l l  c o n s t i t u t -  3 f i n a l  a n d  

u n a p p e a l a b l e  o r d e r  o f  t k ?  OTS. 

The a b o v e  c i v i l  noncy p e n a i t y  s h a l l  b e  made p a y a b l e  t o  t h ?  

T r e a s u r e r  o f  t h e  U n i t e d  S t a c e s  a n d  s e n t  t o  t S e  C o n c r z L l e r r s  

D i v i s i o n  of t h e  O f f i c e  s f  r h r l f t  S u p e r v i s i o n  a t  LTJO G S t r e e t ,  

N . W . ,  W a s h i n g t o n ,  D . C .  :..:553, :o t h e  a t t e n t i o n  of  :!?e u n d e r s i r n e d .  

- < 
$ 

Secretary, E n f o r c e m e n t  PeVleW 
C o r n m ~ t t e e ,  a n d  D ~ c e c t c r  cf 
E n f o r c e m e n t  

$ 


