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SURPERVISORY ACGREEWMENT

This Supervisotry Agreement {("Agreement") is made and is
this jgrp day of March 1990, by and between
Ga TOASEG LarieE (0TS No. 4080) NY, NY ("Institution"
cr "Americen'), an he ice ¢f Thrift Supervigicon ("0TS8"}. This
Agreement has been duly authorized, executed, and delivered, and
constitutes, in accerdance with its terms, a valid and binding
obligation of the Institution, It is understocd and agreed that
this Agreenment is a "written Agreement” entered into with the 0TS
within the meaning of Secticon 8 of the federal Depesit Insurance
Act, 12 U.S.C. 8 1818, as amended by Sections %02 and 907 of the
financial Institutions Reform, Recovery, and Enforcement Act of
1989, Pub. L, No. 102-73 ("FIRREA"}, §§ 902 and 907, 103 stat. 183

{1989).

tive

WHEREAS, the 0TS is of the opinion that the Institution has not
complied with certain of the regulations to which the Institution
is subject in conducting the business of the Institution, and has
engaged in unsafe or unsound practices in conducting the business
of the Institution, thereby providing grounds for the initiation of
cease-and-desist proceedings against the Institution by the CTS; and

WHEREAS, the 078 is willing to forbear at this time from the
initiation of cease-~and-desist proceedings against the Institution
on the subijects covered by this Agreement for so long as the
Instituticn is in compliance with the provisions of this Agreement;

and _ ' -

WHERERS, in the interest of regulatory compliance and
cocperation, the Institution is willing to enter into this
Agreement to aveid the initiztion of such cease¢~and-desist
proceedings.

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

1. Lending
{a) Melther American nor its s
in, purchase, or commit to make, invesy
any interest in multi-family loans, con
overdraft leoans except for qualifying m
have a risk welght factoy of 50% or les

, invest
hase,

ion leans, or
¢ loans which

ubsidiaries shall ma

() Notwithstanding paragraph (@}, American may cxtend the
maturity date, refinance or otherwise modify {including the
replacement and substitution of borrowers) the terms and
conditions of existing or legally cowmmitted to, as of the
date of the Supervisory Directive dated December 6, 1989,
multi~family loans nob permitted te be made under paragraph
{a} or constructieons loans 1f, and only if, pricr to any
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such extensgion, refinancing or modification, the following
conditions have been satigfied. Revisions as regards
existing loans should be consistent with the strategies,
policies and procedures developed with the external
consultant pursuant to Section §{b){ii) hereof.
{itamerican’s Board of Divectors{or & duly authorized
Committee thereof) by adeoption of a Board Resoluticn has
approved the extension, refinancing or medification; and
{ii) by the end of the tenth Business Day £following the
delivery of certified true copy of the aforesaid Board
Resolution {and documents relating thereto} to the
Assistant Director of OTS, American has not received from
the Assistant Director of 0TS or his designee a written
notice of obiection to the extension, refinancing or
modification.

{c) wWithin 45 days of the effective date of thig Agreement
american shall develop, implement and submit same to the
hssistant Director of OT8 or his designee for his review
e comprehensive construction lending policy;

2. Commitments

within 7 business days of the effective date of this Agreement, the
Institution shall provide to the Agsistant Director or his designee
a list of all legally binding loan commitments that existed as of
Decamber 6, 1%89, and provide a schedule of the monthly estimated
disbursements for such commitments.

{a) The

ilist of
Paragzr

such commitments submitted pursuant to this
aph shall

include:

fi) the type of commitment (including whether firm or standby),
rhe date American entered into the commitment and the total
Eite

unt of the commitment;

(ii) The identity of the borrower;

ity of the seller;
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iv) The effective date of the commitment;

(vi} The security property, 1f any, its location and current
apopraised value;
(vii] The date of anticipated funding:



(b)

G
{(widii) The amount of any commitnment fee received and the date
received; and
(ix) The portien of interest and fees funded by loan

proceeds, 1% any.

The Institution shall submit with this list a written opinion
from independent ccunsel that he/she hag reviewed the terms
of each commitment that addresses whether such commitment
constitutes a legally binding obliigation of the Institution
that could be enforced in & court of law by the party to whonm
the commitment is made, ‘

3., Apset Quality

(a)

{b)

Anerican shall establish a plan, in conjunction with the
outside consultant (see paragraph 6 of this Agreement)
engaged, for managing and reducing its problem assets to a
level acceptable to the Assistant Director or his designee.

American shall submit, to the Assistant Director or his
designee on & monthly basis, a detailed status report on
the Institution’s problem assets and the internal loan
review report provided the board cof directors.

3. Policies and Procedures

{aj

Within 4% days of the effective date of this Agreement,
Aamerican shall develop and implement written multi-family and
non-residential mortgage leoan underwriting standards which will
include, at a minimum, the following information for the purpose
of evaluating whether the borrower has adequately managed its
financial affairs in the past, has had successful experience
with similar projects in the past, and has the financial
strength and ability to service the loan in the future without
undus reliance on the c¢ollateral value 0f the security property:
{17 a2l records and documentation required by section %63.161
of the regulations applicable teo all savings institutions
{"savings institution regulaticns")(formerly at 12 c.f.r.
8 563.17 te be recedified at 12 c.f.c. 8 563.161.)
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{iv; which requires that the borrower submibt a comprehensive
annual cash flow projection prepared by the borrower
and reviewed by management of the institution which
demonstrates the ability to meet loan cobligations without
undue reliance placed on the collateral value of the

security property.

{v} a wyitten, signed statement by an institution employee,
evidencing his . or her analysis of the credit reports and
financial statements indicating that the borrower{s) and
guarantor(s) have sufficient assets and cash flow to meet
their obligations in the loan, investmeént or guarantee
without undue reliance on the collateral value of the
gecurity property;

{(vi) a statement by management of the institution that the
loan conforms to lending authority cenferred by the
institution’s board as well as to the applicable
underwriting policy guidelines established by sanme;

(vil) pelicy of title insurance or a certificate of title or

&
binder as applicable;

in connection with ¢onstruction loans American’s loan underwriting
standards described above in paragraph 4(a) shall require at a minimum
the following information:

iccumentation evidencing that necessary government permits,
icenses and cother approvals for starting construction have
zen ohtained;

(i) 4
ol
b

{ii} a written budget supplied by the developer detailing costs
cf all construction categories (separated into "hard cost"
and "soft cost" sub-categeries) on a monthly, phase-by-
shase, and building-by-building basis and supported by

analysis of all materials, labor and services involved and

nticipated monthly draws frem each construcktion category
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ceount;

(i1ii; projected construction schedules with anticipated
completion dates;

(iv) a written market feasibility study prepared by a gualified
vrofessional which demonstrates that the property securing
the loan can be s0ld in a reascnable time period and at a
sufficient price to repay the loan, according to its terms
and conditions and the ability of the project’s cash flow
te meet leoan obllgationsg;

Gy perindic cn-site imspecltion reports, containing sufficient

information to indicate that the project isg progressing
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according to schedule and that the work for which the
dishbursement is being sought has been completed;
{vi} written documentation evidencing each material purchase
in excess of $1,000;
(vii) list 0f 2ll contractors or subcontractors to be used.
{wiid) periodic reports reflecting current sales information,

anticipated completion dates, cost-to~complete forecasts,
the use to which funds disbursed have been put, the cost
of work completed on the project and the anticipated
saleg forecasts:

{b) American shall establish and implement a system of internal

{c)

loan review and classification, to monitor the loan
origination process and maintain a continuous evalvation

of the quality and profitability of the loan portfolio with
commensurate asselt classification and adequate maintenance
of valuation allowances:

American shall develop and implement a detailed one (1) and
three {3} year business plan and annual operating budget;

{d) American shall develep and inmplement an interest rate

risk policy pursuant to Section 563.176 of the Savings
Institution Regulations {(formerly 12 C.F.R. 563.17-6 to he
recodified gt 12 CFR B 563,176} and OTS Thrift Bulletin 13;

{e) American shell develecp and implement a board approved policy

to guide its mortgage banking operations;

American shall develop and implement & policy to assure the
Institutions compliance with Federal Reserve Board Regulation
¢, and
Emerican shall develop and implement an internal audit
progranm
raisals
Wwithin 4% days of the effective date of this Agreement
Amgrican shell develop, implement, and adhere to an appraisal
peclicy which meets the reguirements contained in Section
$62.171 of the Savings Institution Regulations (formerly 12
C.P.R. & 563.17.~1a to he recodified at 12 C.F.R. & 563.171;.
At a minimum, the f£ollowing appraisal pracbices must be
maintained:

i} All appraisal reporits shall ke prepared exclusively for

the Institution by an independent and gualified approved
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appraiser approved by the Institutions board of directors
and shall be prepared in accordance with generally accepted
professional real estate valuation standards;

k11l appraisal repotrts shall contain sufficient data to
substantiate the market value of the security property
peing appraised, including, but not liwmited to:

{(a) An accurate legal descripticn of property:

{b) An identification cf the appraised property rights;

{¢} Photograph(s) cof the subject property;
A floor plan or sketch, when appropriate and

feagible;

(d)

A properly documented and supported estimate of both
the nighest and best use of the site, as 1f vacant
and available, and as presently, or proposed to be
impreved;

(e

The date the appraisal was prepared by appraiser,
which shall be no more than 60 days before the date
of itfs use by the Institution in the underwriting
process;
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6.

{

Exterpal

Consultant

al

Within
the hoard of directors
at lea

7 business days of the effective date of this Agreement,
7111 form an Audit Commitiee, compoesed of
5t three directors of the Institution who are independent

of panagement and free from any relationship that would

interfers with
copmittes momber,

{1i)

i1z}

exercise of Independent judgment as a
This Audit committee shall;:

the

Contact no less than three accounting andys/or thrift or
real estate consulting firms, within 10 business days of
the effective date of this Agreement for the purpose of
securing bids on providing consulting services to American
te assist the institution in establishing a plan for
managing and reducing its problem assets;

Contract with ore such firm {"the consultant"}, subject
to the prior review and non-objection ¢f the engagement
centract by the Assistant Director or his designee to
begin its assessment nco more than 4% business days after
the date of this Agreement; (it is understocod pursuant
to this paragraph, that the Assistant Director or his
designee, will review a proposed engagement contract and
inform the institution of the decision regarding such
withinn five business days of the date 0f receipt of a
proposed engagement contract).

he consultant provide periodic¢ engagement

rRegquire L
eports to the Assistant Director or his

asSessme
designee.

that
ot r

will direct the consultant to address the

N - x 3 [ g . ~ 3 ,
Review and/or help develop, and implenent the
o . T : L N A
Institution’s policies and procedures for sach of the
& Y et - . + 5
folliowing to ensure bthat controls are in place so that
- = SV I -~ o - i 1 - 3 - -
the Institution can operabte in 2 szfie and sound manner:
{a) Loan Uncerwriliaing.
1 3 b - - - . oy *
(k1 Real Estate Appralsal.
- - Lo Fal ES -
{c} Asset Clagsification,
A1 Internal Loan Review, and
Lo lntelnal AUCLT.



{ii} Problem Assets

Review the Institutions level of problem assets,

and work with management in the development and
inplementatien of a plan to workout each such problem
asset,

The consultant should refer to the Institution’s latest regulatory
repoct of examination as of July 24, 1889 and supervisory letter dated
pecember 7, 1689 as well as the external audit report dated October 30,
1989 to ascertain the material deficiencies currently existing in each
of the above areas.

Upon the review by the Assistant Director or his designee of the
consultant’s recommended strategies and/or policies and procedures the
instituticon’s board of directors shall, consistent with its fiduciary
responsibilities, formally approve and implement such strategies and/or
policies and procedures. The board should notify the Assistant
" Director or his designee within seven (7) business days of its formal
approval{s) in th%s regard.

7. Pre—existing Commitments

Nothing in this Agreement shall be construed as precluding
American from honoring legally binding commitments to make, grant
or purchase loans where said commitments were entered into prior A
to December 6, 1989 provided: (a) that American obtains a written 4
conclusion from its counsel that the commitment is legally hinding
upon American and caannet be aveided without causing a breach of said
compitnents, and (b) the honoring of such commitment will not cause
American to otherwise violate any laws or regulations applicable to it.

B. Bpard of Director HMeeting Hinutes

Within 5 business days aflber each board of directors’ or board
committee meefing, the institution shall submit to the Assistant
Director or hig designee a copy of the minutes of each beard of
directors’ or beard committee meeting and all management reports of
the Institution submitted to the board of directors or committee{s)
thereof.

9. Definitions

{a) As used in this Agreement, the District Director or his
successor is the "senior supervisory official" within the
meaning of Section 723(d4; of the FIRREZA, & 723(d).

(b) As used in this Agreemeni, the term "sel' means a group
of loans, participations, investments, securities or other
assets related by being sold, pledged to, purchased from,
ar exchanged with one borrower as defined in Section 563.93
(a){1) of the Savings Institution Regulations (formerly 12
C.F.R. 543.9-2 {a){1) to be recodificed at 12 C.P.R. B 563.93)

e L



(i As uged in thlsg Agresment, the term "savings association®
shall have the meaning set forth in Section 2(4) of the Home
Owners Loan Act of 19833 ("HOLAY) &% amended by Section 301 of
the FIRREA.

{d) Ags uged in this Agreement, the term Taffiliate" shall have
the meaning set forth in Section 23A of the Federal Resgerve
Act, 12 U.s.C. § 371c(b).

{e) As used i1 this agreement, the term "problem assets"” shall
mearn any assel which has been Cl&SSlf’Gd either internally
ar externally and/or is delinguent.

{f! Reference in Lhis Agreement to provisions of statutes,
regulations, and OTS Memoranda shall be deemed to include
referegnces to &1l amendrents te such provisions as have been
made as of the effective date of this Agreement pursuant to
Section 401{h) of the FPIRREA, and references to suCCessor
provisicons as they become applicable.

{g) Agss]

igned the responsibility for
he Association.

ny employee at the New York District

{(h} All technical words ov terms used in this Agreement, for which
meanings are not specified or otherwise provided by the
provisions of this Agreement, shall, insofar ss applicable, have
meanings as defined in Chapter Vv of Title 12 of the Code of
federal Regulationg, and the HOLA, and Federal Deposit Insurance
Act {"FDIAY, as amended ("FDIA"}, as amended.

Any swuch fechnical words or terms used in this Agreement and undefined
in s53id Code of rFederal Regulations, HOLA, PDIA, or 0 S Memoranda shall
have meanings tha® are in accordance with the best custom and usage in
the savings and loan industry.
10, Mizcellansous Provisions
{(a} The ferms and provisions of this Agreement shall pe binding
Ewlel: and inure to the benefit of, the parties hereto and
t&e;k successors in interest, )

m,
o
—

s
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IN WITHESS WHEREOF, the 0TS, acting through the District Director,
and the Institution, by its duly elected directors, have executed this
Agreement on the date first above written.

AMERICAR SAVINGS AND LOAN ASSOCIATION

By:
avs Vy4

T o 4 = T i 7 4 —_

Director ‘gropte & .(¥UGGIERT ~PIEECEOL ANTHONY T. SCAEA
N4 : g

pirectod JOBN G. BRESLIN Ditector poROTHEA R. EAPE
N /Y
pirectbf\ﬁARRYlAﬂER N Difector JOHN A. KINNAIRD (ABSENT)
Director DA§IEL CEREMTA Director

CEFFICE OF TERIFT EUPERVISION

By s/ |

T

* Lo i N N
/b‘st:ict Director/brﬁaesignee
{

!
% H

. _f




CERTIFIED COPY OF
REGQLUTION OF BOARD CF DIRECTORE

1, the urndersigned, being the duly gualified Secretary cf American
Savings and Loan Asscciation {073 No. 4080) N.Y., N.Y¥Y. {"Institution”)
hereby ¢ertify that the following is a true copy of a resclution duly
adovted by its board of directers at a meeting duly called and held on
1890; that at said meeting a guorum was present and

MARCH..16 ' . > ]
voting th ghout; and that said resolution has nobt been rescinded or

"ul‘u
medified and is now in £full force and effect.

RESQLUTION

WHEREAZ the directors of the Institution have been advised that
the Office of Thrift Supervigion ("OTS") is of the opinion that the
Institution violated regulations to which the Instituticon is subiject
and has engaged in unsafe and unsound practices and that such viola-
rions and practices provide grounds f£or the initiation of cease-and-
desist proceedings against the Institution by the 0OTS; and

said directors have been infeormed that the 0TS will

WHEREARE Lhe
forbear from the initiation of such cease~and~desist proceedings on the
subjects covered In the attached Supervisory Agreement {“"Agreement") if
the Agreement Is executed by the Institution for so long as the

institution complies with the Agreement; and

WHEREAS the directors of the Institution h read and considered

ave
the Agreement attached to the minutes of the meeting of the board of
directors held on _ MARCH.. 1A ' 390,’ andg

WHEREAS after due consideraticon, the directers of the Institution
have determined to enter inteo the proposed Agreement in the interest
of regulatory compliance angd cooperation.

Now, therefore be it RESOLVED, that the aAgreement, a copy of which
is attached hereteo and the provisicns of which are incorporated herein
by reference, be and is hereby approved by the board of directors of
the Institution. 7The cfficera and employees of the Institution are
directed and gsutheorized to take all necessary stepg to iamplement
immediately the terms of the Agreswment and to corpply with such
Agreenment

IN WIrtnzas WHEREOGE, @I have herefo subscribed my name and affixed
the seal of

AMERTCAN SAVINGS ARD LOAN ASSOCIATION N this
g day of MARCH VR S -A ' U—— e

e
K\-\,_ ?’}; 3 /

RECIELATY  BOROTHEA R. PAPE



