
SUPERVISORY AGREEMENT 

This SupeCviSory Agreement ("Agreement") is made and is effective . 
$ 

ations I " C i t i  zrns" or , - - - - - - . . - - - 
"xnstitution"), and the Office of ~hrifk Supervision ("OTS"), 
acting through its Southeast Regional Director or his designee 
("Regional D ~ K ~ c ~ o K "  ) . 

WHEREAS, the OTS is of the opinion that the grounds exist to 
initiate administrative proceedings against the Institution 
pursuant to Section 8(b) of the Federal Deposit Insurance A C ~  
("FDXA"), 12 U.S.C. 5 1818(b)(1988 and Supp. I 1989); and 

WHEREAS, the Institution, in the interest of regulatory 
cooperation and compliance, and without admitting or denying that 
such grounds exist, is willing to enter into this Agreement to 
avoid the initiation of such administrative proceedings on the 
matters covered by this Agreement; and 

WHEREAS, the OTS is willing to forbear from the initiation of 
such administrative proceedings against the Institution to require 
the actions specifically covered by this Agreement for so long as 
the Institution is in compliance with the provisions of this 
Agreement; and 

WHEREAS, it is understood by the parties that execution of 
Agreement does not preclude the OTS from taking further 
supervisory or enforcement measures to require actions not 
specifically covered by this Agreement which the OTS considers 
appropriate under the circumstances. 

NOW, THEREFORE, in consideration of the above-stated 
forbearance, it is agreed between the parties hereto as follows: 

1. Real Estate Owned 

(a) Without the prior written approval of the Regional 
Director, the Institution shall not expend any monies for the 
development of any acquisition, development, and/or construction 
project acquired by the Institution by foreclosure or the 
acceptance of a deed in lieu of foreclosure ("ADC project"), 
except as contemplated by the Institution's Capital Plan as 
submitted to the OTS on September 23, 1991, or as such Capital 
Plan may be subsequently amended by the Institution with the 
approval of the Regional Director. 

(b) The Institution shall submit a quarterly report to the 
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. ~egional Director showing the aaOUntS expended by the Institution 
for that quarter on the development Of any ADC project. 

( c f  The Board of Directors o f  the Institution ("Board") 
shall document its review and evaluation of each bona fide written 
offer submitted to the board to purchafc any ADC project. ~t 
leaat 10 calendar days prior to any final rejection by the Board 
of such offer, the Board shall send the Regional Director written 
notice of the terms and conditions Of the offer and the bases for 
its decision to reject the offer. 

( 4 )  Within 45 calendar days of the effective date of this 
Agreement, the Board Bhall review any existing incentive and/or 
compensation agreements between the Institution and developers 
relating to the development o£ i t s  ADC projects ("developer 
agreementsnl to deterniine whether raid developt agreements arc 
prudent, necessary, comraensurate with service6 rendered and 
consistent with the best interests of the Institution. Where 
possible, the Board &hall renegotiate any developer agreement that 
fails to meet the above-mentioned criteria. The Board shall 
document the results o f  its review of existing developer 
agreements, as well as its evaluation of and the basis for, its 
decisions concerning any developer agreements proposed after the 
effective dace of this Agreement. 

( a )  Any loan made by the Institution to finance the sale of 
1 to 4 Easily permanent residential Real Estate Owned that is at 
an interest rate below the prevailing market and/or on 
prefetcntial terms and conditions shall be sold in the secondary 
narket and not placed in the portfolio of the Institution. 

( f )  To the extent applicable, the Institutibn aha12 account 
for capitalized interest on its ADC projects in accordance with 
Financial Accounting Standards Board Statements f"FASBH) NOS. 34 
and 58. 

(9) Within 45 calendar days o f  the end of each calendar 
quarter, the Boat$ shall submit to the Regional Director a report 
on the aaount of interest capitalized to the ADC projects during 
the quarter and the balance o f  interest capitallzed as of the end 
of the quarter. The report shall contain the Institution's 
justification for the level of capitalized interest under FA50 
NOS. 34 and 58 and in relation to the net rralitable value of the 
asset ." 
2 ,  Criticized Assets 

Within 45 calendar days of the effective date of this 
agreelaant, the Board shell adopt and direct management to 
ispienrent P written plan to collect, strengthen, or otherwise 
reduce the risk of 1 0 ~ 6  for each loan that is more than 60 days 
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deunquent, each parcel of Real EItate Owned, and each laan 
classified or designated "special Mention" in the June 10, 1991 
OTS Report of txamination ("1991 Exam*) or subsequently classified 
or so deeipnated b the Institution or the OTS ('problem atsets*). 
 he plan shall inc 1 ude, at e minimum, explicit goals and 
timeframer for the resolution of each problem asset, as well as 
goale and timeframes for an orderly reduction in the aggregate 
level of problem assets. This plan shall be maintained and 
u dated on at least a quarterly basis to include assets that meet 
ti* ectteeis in this Paragraph 2 affrc the effective date of this 
Agreement. within 30 calendar days of the end of each calendar 
quarter, the Board shall submit a report to the Regional Dirocfor 
on rho Institution's progress in meeting the goals and timeframes 
set out in the plan. 

3. Valuation Allowances 

(a) The Xnstitution shall continue to establish end maintain 
adequate valuation al2owances in accordance with the provisions of 
12 C . F . R .  S 563.160. 

( b )  The Znstitution $hall immediately establish and maintain 
general valuation allowances in an amount no less than 
$8,453,000, and shall provide the Reptonal Director with written 
confirmation that such allowances heve been established. 

(c) Within 45 calendar Bays of the effective date of this 
Agreement, the Board shall adopt and direct management to 
implement valuation allowance policies and procedures that are 
consistent with the provisions of 12 C.P.R. 5 563.160 end the 
guidance provided in Section 261 of the OTS Thrift Activities 
Handbook. such policies shall take into consideration, at a 
minimum, the following factors: 

i. asseta criticized in the 1991 Exam; 

if. the results of the Institutionrs internal loan review 
and asset classiticetion; 

iii, the Institution's loan loss experience: 

iv. an estimate of the potential loss exposure on each 
significant asset; 

v .  concentrations of loans and invsotmentc; and 

vi. present and prosgrctive economic conditions. 

{d) The Board, at least quarterly, shall review the adequacy 
of the Xnstitution's grnaral and specific vaLuation allowances, 
make any necessary adjustments, and docunrent its determinations 
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concerning the adequacy of these allowances. 

4 ,  Interest Rate nisk 

within 60 calendar days of the effective date of  this 
Agreement, the Board shalt adopt and direct aranagemrnt to 
implonent a plan to reduce the In8titutionf8 exposure to interest 
rate risk. Such plan shall include, at a minimum, strategies to 
reduce the Institution's interest rate risk exposure. At least 
quarterly, the Board shall review the inrtitutionfs conpliance 
with the plan. 

5 ,  9 t i o n s  Transactions 

f a )  The Institution shall comply with tho provision of 12 
C.F.R. 5 563.175. 

(b) Within 60 calendar days of the effective date of this 
Agreement, the Board shall adopt; and direct management to 
implement policies and procedures that ate consistent with and 
ensure conpliance with the provisions of 12 C.P.R. E 563.175. 

6. valuation of Assets 

( a )  The Institution shalt conply with the provisions of 12 
C.F.R. 6 563.172. 

(b) Within 60 calendar days of the eifectlve date of this 
Agreement, tha Board shall adopt ,  and d i r e c t  management to 
implement, policies and procedures that are consistent w i t h  and 
ensure compliance with the provisions of 12 C . ? . R .  $5 563,172 and 
571.18. 

7. Appraisals 

(a) The Institution shall comply with the provisions of 12 
C.F.R. Part 564. 

(b) Within 60 calendar days of the effective date of this 
Agreement, the Board shall revise the rnatitution's appraisal 
policies and procedures to ensure that they are consistent with 
the pcovisions of I2 C.F.R. Part 564 and that they correct the 
lnternal appraisal review def!iciencies cited in the 1991 Exam. The 
revised policies r h a l l ,  at a minimum, require that manapesent 
review the performance of all approved appt~iserr in accordsnct 
with the provisions of 12 C.F.R. 5 f 6 4 . 8 ( c ) O l .  

8. Loans to One Borrower 

Within 60 catsndar days of the effective date og this 
Agreement, the Board shall adopt and subait to the Regional 
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Director written strategies to be followed in seeking to bring 
. fbanr made prior to thr enactarnt of the Financial Inetitutions 

Reform, Recovary and Enforcomont Act of 1989 ( " P r l t a r a * ) ,  which 
exceed th* Institution's loan to one borrower limit under PIRRGA 
into Conforncancc with the FIEtRW limitation. The Institution 
shall hereafter quarterly furnish the Regional Director with a 
report documenting the Institutionrs eifforts to bring such loans 
into contormdnce with the inotitutionfo current loan6 to one 
borrower limitation. 

9. Com~liance Committee 

within 30 calendar days of the effective date of this 
Agreement, the Board shall appoint s Compliance Coianittee of at 
least three 1 3 )  directors, the majority of whom Paall not be 
executive officers a f  the Institution. Within 45 calendar days of 
the appointment 01 the Conpliance Conunittee and quarterLy 
thereafter, the Compliance Committee shall submit a written 
progress report to the Board setting forth in detail: (af actions 
taken to comply with each gravidion of this Agreaaent, and (b) the 
results of those actions. The Board shall forward to the Regional 
Director a copy of the Compliance Committee's report, with any 
rdditionsl comarents by the Board. 

All technical words or terms used in this Agreement, for 
which meanings are not specified or otherwise provided by the 
provisions of this Agreonent, shalt, insofar as applicable, 
have meanings as defined in Chapter V of Title 12 of the Code 
of Federal Regulations, and any such technical words or terms 
used in this Agreement and undefined in said Code of Federal 
Regulations shall have meanings tnat accord with the best 
custom and usaye in the savings and loan industry, Far 
purposes of this Agree~ent r#fezences to repulatfons, 
bulletins, memoranda and pubZicationa shall include any 
successor regulations, bulletins, wdmorande and publications 
which are provided pursuant to, issued or remain in effect 
under the Financial Insfitutions Reform, Recovery and 
Enforcement Act of 1 9 8 9 ,  Pub.L. No. 101-73, 103 Stake 183. 

This Agreement haa been duly authorized, executed, and 
delivered, and constitutes, in accordance with its terms, a 
valid and binding obligation of! the rnstitution. i t  is 
understood and agreed that this Agreeirtent i s  a "written 
agreegent entered into with the agency" as that phrase is 
used in Section 8{b)(l) of the CDfA, 12 U.S.C. 181Bfb)(l), as 
amended. 

The tetms and provisions of this Agreement shall be 
binding upon, and inure to the benefit of, the partioe hereto 
and their successors in interest. 
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. This Agreement shall remain in effect until terainatcd 
or suspended by the 0x9,  acting through the Regional 
Director. The reqionrl Director may suspend, in his sole 
discretion, any or all provisions of this Agreement, 

IN WITNESS WHEREOF, the OTS, acting through the Regional 
Director and the Znstitution, by its duly elected directors, 
have executed this Agreement. 

By: Date: +&a/ 41 

By: -- pate: ~ a ! i i 1 4  1 
D rre c 

By: 
Directod 

By : Date: 

BY - Date: 
&rector 

/2-/2-9/ 

BY:  ate: 



5 hereby waive notice of the meeting of the Board of 
Directors Of Cxtizens savings Bank, fse, Silver Spring, 
aaryland, at 2:aOpm , D~C&C{ k t  , 1931, h e l d  a t  

i \ vaf C O C , ~ ~  , IY4qren4 , at which the Board of 
d c t o r s  considered aria addpted the attached re~olution 
concorning a Supervisory Agreement between Citizens Savings 

c smkand  tbe OLfice: of Thrift Supervision. 



CEBTIPIIID COPY OF 
RESOLUTZON OP B O W  OF DIESCTORS 

7 7 ,  ,.z >7 T+  - 
I, the undersigned, being the duly quafified,Secretary 

of Citizens Savings Bank, P S P ,  Silver spring, Maryland 
fuInstttution'), hereby certify that the following is a true 
copy cf a resolution duly adopted by it Board of Directors 
at a meeting duly called an4 held on _ b e C r d b e ~ r  L ,, 
1991, and at said meeting a quorun was present an votrng 
throughout, and that said resolution has not been rescinded 
cr aodified and is now in full force and effect: 

RlCdOLUTION 
WREREAS, tho officer8 and directors of the Institution 

have been advised that the Office of Thrift Supervision 
t*OTSn) is of the opinion that the grounds exist to initiate 
administrative proceedings againft the Institution pursuant 
to Section 8 ( b )  of the Federal Deposit Insurance act, 12 
U.S.C. 181a(b), as amended; and 

PnrKRpnS, said officers and directors have been informed 
that the OTS will forbear from the initiation of such 
administtative proceedings in connection with the matters 
referred to in the attached Supervisory Agreement 
fHAgreem~nt") if tho Agreement is executed 5y the XhStitutiOn 
and if its terms ate thereafter complied with by the 
Xnst~tution; and 

WBxEA8,  the directors of the Institution have read and 
considered the proposed Agreement attached to e minutes of t$ the meeting of the Board of Directors held on ecembeflk~ , 
1991, and after due consideration, and in the lntereat of 
regulatory conrplianca and cooperation, have determined to 
authorize the tnstitutien to encer into the proposed 
Agreement* 

EMW. TmRSFOREr BE IT ItSSOLVeD, that the proposed 
Agreement, a copy of which is attached hereto and the 
provisions of which are incorpocated herein by re+ference, be 
and i s  hereby approved by the Board of Dirbctors of  the 
Institution. The oificers and employees of the Inatitution 
are directed and authorized to take all,nsCessary steps to 
impleslent inmediately the terms af the Agrasment. 

110 P119!BIXSS WBE~WOF, I hdve hereto subscribed my name and 
affixed the seal aE fik Lnff;+~fim this 

V$I day o i  C L C I ~ ~ ~  r 1991. 


