
In  me mtter of: i 
1 

cxWmL SAVINGS BANK, FSB ) F&: ~esolutian No. KS 91-14 
New Lmbn, Connecticut ) hb: September 5, 1991 

1 
CrrS No. 03633 1 

its Regional DeIxlty D i r e c t o r  for the Bostwr D i s t r i c t  Off ice 

( I 1 , b p t y  DireCtor'I), and Ooastdl Savirrjs Bank, FSB New 

Iandan, QMecticut (llOoastdlll or the llInstitution@l) , 
. . 

stipulate arrl agree as follaws: 

The CrrS, based upon information reported to it, is of 

the opinion that granrls exist for it to initiate an 
. . admuustmtive cease and desist pmceedhg against Coastal 

pnsuant to Section 8(b) of the Federal Deposit IBmmxe Act 

( I 1 F D I A n ) ,  U U.S.C. 1818(b). Coastal, while neither 

admitting or denying that such grrxlnds in fact exist, but 

desiring to cooperate w i t h  the CrrS and to avoid the time a d  

expense of such a-tive proceedings or litigation, 

herdq stipulates and agrees t o  the following terns in 

cxnsideration of the fo- by the UIS fraa initiating 

sud~ a-tive cease and desist proceedirrgs or 



l i t igat ion against Coastdl w i t h  respect to the matters  

ocrveredintheaccanpanyingOrder to~axdDesis t  

("cmh?') . 
. . . 

2. Jurlsdlctl) 

Ooastal is a "savings associaticmgg w i t h i n  the meaning of 

Section 3 (b )  of the FDIA, 12 U.S.C. 1813 (b )  and Section 2 ( 4 )  

of the Ham Owners' LEIII kt, 12 U.S.C. 1 4 6 2 ( 4 ) .  

Accordingly, it is an gghsured depository &itut in"  as 

that term is defined in Secticm 3 ( c ) ( 2 )  of the FDIA, 12 

U.S.C. 1 8 1 3 ( c )  (2) .  Pursuant to Section 3 ( q ) ( 4 )  of the FDIA, 

12 U.S.C. 1813 (q )  ( 4 ) ,  the Director of UIS is the %ppropriate 

Federal banking agencyg8 to mintdin an enforcement p m c e e d h ~  

against su& a savings association. Therefore, Coastdl is 

subject to the authority of the UTS to initiate and maintain 

a ease and desist pmceediq against it prsmnt to Section 

a @ )  of the FDIA, 12 U.S.C. 1 8 1 8 @ ) .  

3 .  Corrsent 

Coastal, while mt admitt* or deny* that graPlds 

e x i s t f o r t h e i s ! a m c e o f ~ a n O r d e r , ~ t o t h e  

issuancebythemoftheorder. I t f u r t h e r a m t o  

m r p l y w i t h t h e t e r n r s o f t h e ~ u p o ~ l i s s u a n c e .  

4. Finalitv 

The Order is issued urder Section 8 ( b )  of the FDIA, 12 

U.S.C. 1 8 1 8 ( b ) .  Upan its ismame by the UB, it shall be a 

findl o*, effective and fully enforceable by the UIS under 

Section a ( i )  of the m, U.S.C. i a l a ( 1 ) .  



5. Waiverq 

Coastal waives its right to the notice of charges and the 

. . achmstmtive hearm provided by Section 8 (b) (1) of the 

FDIA, 12 U.S.C. 1818(b) (1), and further waives any right to 

seek judicial w i e w  of the O r d e r ,  including any such right 

prwidd  in section 8(h) of the FDIA, 12 U.S.C. 1818(h), or 

otherwise to challenge the validity of the W. 

6. Reauests for AaJmval 

The Flegional Deqxlty D i r e c t o r  will mke a good faith 

effort to rerrder a decision an any request for appuval 

requiredbytheOrderwithinfambusinessdaysof receiptof 

& request. Tb &bin am-, the Institution's 

management rmst preserrt a detailed set of facts 

the pmposed trartsaction, a discussion of its advantages and 

disadvantages, and a masoned finding as to  w h y  it believes 

the transaction is in the best htemst of Coastal. 





In The  mtter Of: 

axsT& S A '  BANK, ESB 
New Lardan, Qnnecticut 

UIS No. 03633 

Re: Resolution No. Bas 91-14 
Wte: Sqhnber 5, 1991 

O R a E R r n C E A S E A N D m I ~  

WHERlX3, coastal Savings Bank, ESB, New Lmhn, Cannecticut 

(Voastalw or the Wxstitutionla), thragh its directors, has ex- 

aStimatimandCarr;enttoI-ofOrdertowandDesist 

( lStiplatianag),  which is inwrprated herein by ref- and is 

accepted and a ~ r w e d  by the Office of Thrift Supemision (WlW 1 

acting throxjh its Regional Deputy D i r e c t o r  for the Boston District 

-' office (8aegional Deplty ~irecto~~)  ; ami 

WHEREW, the Institution, in the Stiplation, has consented and 

agreed to the issuance of this Order to Cease and Desist ( W d e r ' I )  

plrsuant to Section 8(b) of the Federdl Deposit Insumme Act 

("FDIA") , 12 U.S.C. 1818(b) ; 

NOW THEREFORE, IT IS ORDERED that: 

I. CEASE AND DESIST ~ S I O N S  

TIE Institution and its directors, officers, enployees, agents, 

SUOC~SSOKS, assigns ani other persoarj participatiq in the conduct 

-1- 



and affairs of the InstiMia, and its service corporations, shall 

cease and desist fmm: 

A. Ehgag- in any of the foll(~w- unsafe anl unsand banking 

p r a c t i w  and/= violations of law, and f r m  a i w  anl in 

fail- to use best efforts to avoid aperaw in an 

msomd and unsafe fimncial canditiun as evidenced by 

poor financial operating ratios, substantial aperat* 

losses and significant deterioration of asset quality; 

fail- to develop and maintain adequate internal 

fail- to develop and i m p l d  an effective loan 

rwiew and asset classif iat ian system; 

fail* to develop and implement effective appraisal 

policies and procedures; 

dcirg loam w i t h a z t  caplet& loan applicatims, 

appraisal reports, and financial statements 

denmstnt- the bormwerso capability to  service their 

fail- to develop and inplement effective collections 

practices and procedures; anl 

fail- to establish and mintain adequate general loss 

(8) misclassifyhg real estate amstmction anl developnent 

lczlns as "0cg.rSumer" lczlns. 

B. Violating the f o l l ( ~ w ~  statutes and regulations, and f r m  



aiditq and abettirrg in the same: 

(1) 12 C.F.R. 563.160, regarding internal classification of 

assets and reserves; 

(2) 12 C.F.R. 563.161, regarding l l l i~~gesoerR and financial 

policies ; 

(3) 12  C.F.R. 563.170, regarding establishment and 

a. 12 C.F.R. 563.170(c) (1) ( i ) ,  m g a d n g  loan 

b. 12 C.F.R. 563.17O(c) (1) (iv) , redl estate 

appraisals; 

c. 12 C.F.R. 563 .170(~ ) (1 ) (~ ) ,  regarding d-tic01 

demnstmtiq bormwers8 financial capability; 

d. 12 C.F.R. 563.170(~) (1) (v i i i )  , regarding inspection 

reports for real estate consIxwtias1 and developnent 

loans; and 

e. 12 C.F.R. 563.170 (c) (1) (xi i )  , regarding 
doarmentation of modification of loan ternrs. 

(4) l2 C.F.R. 563.172, regarding re-evaluatim of assets ard 

adjustraent of book value; 

(5) 12 U.S.C. 84 and 12 C.F.R. 563.93, l-egardirvJ l imi ta t ims 

on loans to  ane bormm2x; and 

(6) 12 C.F.R. Part 564, regardinJ appraisal -. 

I T 1 S ~ ~ ~ t h e I r t s t i t u t i a s 1 ,  itsdirectars, 

officers, employees, agents, SUCO~SSOLS, assigns, and other persons 



participating in the cm3xt of the affairs of the mtution, take 

affirmative m d v e  action as follows: 

A. - 
1. Within sixty (60) days frao the effective date of this Ordes, 

the B a r d  of D U r s  (Vcardw) shall Welap axi subit to the 

Regional & p t y  Director a written analysis and .assesslrent of the 

Institution's mnagammt and staffing needs (lWanagement Planw) which 

shall i d & ,  at a minimma: 

a. identification of both the type and xnmber of officer 

positions at the level of vice presia axi above, other 

than branch managers ("Senior Staf fN) , meded to pmprly 

manage and supervise the affairs of the Irrstitution; 

b. evaluation of each such Senior Staff to determine 

whether these irrlividuals possess the ability, experiecloe 

and uther qualifications required to perfarm present d 

anticipated duties, incl* adhereme to applicable 

regulatory prnvisians and the Institutionfs established 

policies and practices, and maintenance of the 

Institution in a safe and sumd CWldition; 

c. an analysis of Senior Staff's strengths an3 -, 
including an asesmmt of aurent cc~lpert~ation and 

organizatiandl stmdxe; 

d. an assessment of Senior Staff's ability to effectively 

manage and resolve auTent prablems CCllfrunting the 

Instilxtion; 

e. a plan of action to reczuit and hire any additional or 



mplacemmt pemonml with the ability, experienoe ard 

other qualif idarrs,  which the Board determines are 

neoessary to  f i l l  Insti- PI officer a .  Senior staff 

~E&X p i t i c m s ;  and 

f. amquhmmtthattheBoard(oraoas3mitteetheIwf, a 

majority of wfram are outside directors) v i d e  

supervision wer the lending, investnrent ard apesating 

policies of the Institution sufficient to ensum that tfre 

Irrstitutim carplies with the terms of this Order .  

2. ?he Board shall = m e  the M a n a g e  Plan, ard such 

a p p d  shall be recorded in the Board minutes. Any modification 

shall becane effective w h a  w e d  by the Board, ard such a~prrxml 

s h a l l b e r e o o r d e d i n t h e B o a r d ~ .  TheBuan3shallnutifythe 

R e g i d  Deprty Director of a l l  material nudificaticlp~s to the Plan. 

The Yhstitution, its directors, of fiaers ard anployees shall 

implement arrl follow the written Managanent Plan ard/or any 

m&equat modificatim thereto. 

B .  Assety 

3. Within sixty (60) days frun the effective date of this 

Order, theBoardshalladoptandsuh.it totheRegimalDeplty 

D m  for review, a revised internal classification of assets 

policy (Vlassification Policy") carrsistent wi th ,  ard no less 

string& than, the prwisions of 12 C.F.R. 563.160 as interpmted 

and clarified by the CrrS policy statenmt regarding classification of 

assets, 12 C.F.R. 571.26. Ihe Classificatim Folicy shall him: 

a. a mc&ment that updated fhamzia.1 information be 



mquestd in wri- at  least annually from a l l  

bormwers and gmmntom with speculative and/or 

connrercial real estate loans in exaess of $250,000 in 

the aggregate. In addition, operating statements an 

properties securiq such speailative and/or -ial 

real estate loans shall be rquestd in writhq at  least 

anlnmlly fraa such bormwers and guararrto~s. A l l  sucfi 

rquesks, respanses and subsequent analysis sball be 

maintained as loan f i le  documentation; 

b. identification of the individuals responsible for the 

review, the f r q u a q  of reviekls, the mthcd of loan 

selectian, the scap an3 depth of the review, ard 

follcx(r-up ~~ pmcedums, sane of which 

individuals sball be mependent of the lendirrg 

functim; and 

c. a prwisiapl to ensum that all  classified assets are 

reported as requFred on lhrift F i m n c i a l  Reports 

("TJSS") suhaitted to the m. 

4. The Znstitution shall review its assets for patential 

classificatian ard its general 1- reserve for adequacy on at  least 

a quarterly basis. Adjusbmb to the reserve shall be made w i t h i n  

15 days follawirrg each su& quarterly review and reflected on the 

thrift fhncia l  report for the auTent quarter. Such r e v i m  and 

m r t i n g  andlysis for the adequacy of the generdl loss resesve 

shall be doammtd within the Board minutes of the nreeting at  which 

they a m  cop.lsidered. 



5. Within thirty (30) days from the effective date of this 

M, the Institution shall m e  off or establish specific 

resenres for all asets classified lllossll in the OrS Report of 

Examinatim dated February 25, 1991 (lLRIE1l), and -1 establish a 

general loss reseme equal to $3.9 million. 

6. Within sixty (60) days fmn the effective date of this Order, 

theBoardsha l ldeve lopandsuhni t to the~eg iona lDepl tyDirec tor  

for review anjl acceptanoe, a plan to reduce loans and real estate 

assets classified llSubstandard, Ymbtful, l8 or llSpezial MmtionIg in 

the ROE. As used in the Order, the wrd llreducell means (1) to 

collect, (2) to d - m q e  off, or (3) to bpwe the quality of assets 

criticized sufficiently to warrant the m m r a l  of the adverse 

classification or critich. The plan -1 include, at a m h h m ,  a 

schedule of the InstitutionOs goals to reduce the amarnt of such 

criticized assets e x p m  as a percatage of totdl capital as of 

the end of each calendar quarter, with a view toward the pmpesive 

substarrtidl lpifuction of all such criticized assets. 

7. aLeInstitutianshallnot, directl . . y or lndvectly, rmew or 

extend <=redit to, or for the benefit of, any bormwler - has a loan 
or other exbmsion of credit w i t h  the Instituticm that has been 

off or classified, in -1e or in part, 18Lctss, I1Da;lbtful, 

l1Sbhn%rd, l1 ar subject to %pedal Mention11 in the and is 

uncollected, unless a mjcrity of the InstitutionOs Board of 

Directors first (1) determines that sw31 adhrance is in the best 

interest of the Instiwar, ard (2) gives apprwal for each such 

advanct3 or approves a a e  or project budget w i t h  whi& ea& 



is ansistent. A written record of the Board of Directors0 

determination ard approval of any advanoe urder the tenrs of this 

P a n q q h  shall be maintained in the credit file of the affected 

bo-(s) as well as the minutes of the Board of Directom' -- 
8. Within thirty (30) days following the calendar quarter ended 

Septea33er 30, 1991, the Institution shall provide the Regional Deputy 

Director with a detailed update on each borruwer with 

loans or extensions of credit which are classified by the Institution 

or by the C Y E  in the FUlE aggregatiq mre than $250,000 and each 

parcel of m a l  estate acquired thxuugh or as a result of foreclosure, 

deed in lieu of foreclosure, or insubstance foreclosure ("real 

estate awned1' or llEO1l) with a balan=e in excess of $250,000 

classified or subject to Special Mention in the mE. Such reports 

shall include the balance as of the reporting date, past due status 

and a sumnary of efforts taken to alleviate the credit deficiency. 

Saidreportsshallberequindasof t h e m o f  eachcalendarquarter 

, and shall be due w i t h i n  thirty (30) days folldng the end of each 

calenQr qwlrter. Said reports m y  be disomtinued only up031 the 

written release of the Regional Deprty Director. 

C. L e n d h  Fblicies and P- 

9. Within sixty (60) days from the effective date of this Order, 

the Buard shall develop and fllhnit to the Regional Deplty Director 

far review, a revised loan underwriting policy (the "Tam Policy"). 

At a minimrm, the Lmn Policy shall: 

a. ensure that the loan doanaentation prwided is in 



ccnpliance with the requirarrents of 12 C.F.R. 

563.170 (c) (1) ; 

set forth procedures relative to interndL review and 

appmml of loan doarmentation provided to ths 

Institmtion in loan referrals made by its agents, 

correspoDldents and any other persons referr- loans to 

the Institution, and loan doarmentation pmvided by 

-iters of loans to be plrchased; 

establish guidelines for the origination of loans to 

facilitate the sale of RDD includirrg guidelines 

governing a-le dam paymerrts, lain to value 

ratios, hbxest rates, fees, and the aocarnt- for 

such transactim ( w h i d l  shall conform to Statmmt No. 

66 of the Financial Aamntirg Standards Board) ; 

set forth pmc&uns relative to inspection and 

of canstruction loan funds, including 

perso~ls respcmsible for such -on and 

-, d the inspection documntation 

m q u h d t a n d  

establish pmvisions to ensum that -on, 

develapnent, and carwmrer loans are properly desigmted 

as such. 

10. The Board shall appmve the bxm Fblicy, and su& appmml 

shall be reoorded in the Board minutes. ?he Institution, its 

din&ors, officers, and enployees shall -1- and follow the 

Loan Policy and/or any subsequent rtlodification(s) thereb. 



11. Within sixty (60) days of the effective date of this Order, 

the Institution shall develap, and thereafter shall &in a 

car~prehensive borruwer credit ledger. At a minkam, the ledger 

shall v i d e  an accurate mrd of totdl borruwer credit in all loan 

types, indludirrg direct liability (including liability as nmker, 

c o - m ,  partner, ad any other kind of direct liability), and 
. . 
m3uect liability ( i n c l ~  liability as erdorser, guarantor, anl 

any other kird  of indirect or amtbqerrt liability). Such ledger 

shall be established ad maintained in a current status for all 

bomcmrs with other than one-to-farr family -ied 

residential loar+s not $250,000 ard/or cansumer loans not 

$50,000. 

D. &- Q1 ecti 

12. Within sixty (60) days of the effective date of this Order, 

t h e B o a r d s h a l l ~ ~ h a r d ~ t t o t h e R s g i a n a l D e p r t y D ~ r f a r  

review, a written collection policy (the Vbllection mliw') , whi& 

shall indl-, at a minimnn: 

collections practices consistent with the Fair Debt 

mllectian Practices Act, 15 U.S.C. 1692; 

specific designation of collections penxmel (by j& 

descriptian or title) responsible for collections/workart 

on all asset types; 

collection strategies to be employed on the collection of 

all asset types, with on higher risk pr&lem 

assets; 

timetables for the various stages of collection/workart; 



e. guidelines for prablem loan workcut, Muding, krt not 

limited to, authority of collectiuns ar le- persoaPlel 

to enter into a fo- a-, forrndl a m  of 

agmmmt by the Board of D h c b m ,  satisfactory terms 

for loan restructuring, and the tenas far accqbme of 

deeds in lieu of foreclosure. 

13. DE Board of D i r e c t o r s  shall appmve the Qllecticm Policy, 

and such apprmal shall be reoorded in the Board Minutes. Arry 

modification shall becane effective when appxuved by the Board, and 

~appLTNdlshal lberecordedintheBoardmirnrtes .  The 

Institution, its directors, officers and enplayees sha l l  hplement 

and follm the Collections Policy W o r  any aheqmt 

modif icatian(s) thexetm in all material respeck. 

E. Aa,raisal Policv and hactiw 

14. The Institution shall make no real estate relaw loam 

w i t h a r t  f i r s t  obtaining an appraisal report cmplybq w i t h  the 

requirements of l2 C.F.R. Part 564. A market value appraisal shall 

.. be mined for any praperty that becanes R#), as m&md by 12 

C. F.R. 563.172 (a) . 
15. W i t h i n  sixty (60) days frun the effective date of this 

Order, the Institution shall revise and s u h n i t  to the Regional Deqxlty 

D i r e c t o r  fa r  review, a written appraisal policy ccmsistmt with, and 

no less s t r i r q a t  than, the prwisions of l2 C.F.R. Part 564. The 

apprahl policy shall inclUCae,  a t  a rainhum: 

a. a requiresnent that market value appraisal te mined 

pxmark to l2 C.F.R. 563.170(c) (1) (iv) prior to making ar 



pur&asing any loan o r  -ion of d t  seaxd by & 

estate; 

a requirement that  all appdsal mrts canply w i t h  the 

requireraents of 12 C.F.R. Part 564; 

the quiaelines far appmhls  . . on all types of 

w e s  on which the Institution extends Qpdit; 

specific procecfures for management to follow in review- 

appmisals for  content and cc~npliance w i t h  regulatory and 

requuPnrents; 

the responsibiliw of the Board of D i r e c t o r s  to review, 

ra t i fy  and approve appraisers on a t  least an annual basis; 

ard 

the Board review and approval proaess for misers, wfiFch 

shall pmvide detailed doamu2ntation supportiq canclusio0.r~ 

reacfisd and shall becane part of the Board of D*rs8 

F. InterPst Fate Risk Manau- 

16. W i t h i n  sixty (60) days frun the effective date of this Order ,  

the Board shal l  adopt and suhnit to the Regional Deprty D i r e c t o r  f a r  

review, a revised in- rate risk mnagement policy that me& 

the mphmmts of 12 C.F.R. 563.176 as interpreted and clarified by 

the policy sta- regardirrg interest rab risk, 12 C.F.R. 

571.3, and Thrift Bulletin No. 13. T h e  policy shall include all 

implications and strategies w i t h  respect to proposed a p n s i o n  of 

mrtgage banking activities. Particular -is shall be placed on 

the a- miderati- to clearly distbquish between loans 



originated for sale fmn thcse miginatd for portfolio. ?he Board 

shall appruve the policy, and such a p m a l  shall be mamM in the 

Fbardminutes. ?he Institution, its airectors, offi-, and 

enployees shall implemmt and follow the written policy and/or any 

subsequent d f  ica t icm thereto. 

G. Violations of Laws and Reuulatim 

17. W i t h i n  sixty (60) days of the effective date of this Order, 

all violations of law and regulations listed on Pages A-26.1, A-26.2 

and A-26.3 of the m E  shall be corrected (to the extent possible) and 

procedures adopted by the Board of D i r e c t o r s  to pmerrt rpaurenc# of 

such violations. Such procedures shall be doarmented in the Board 

H- - 
18. W i t h i n  thirty (30) days of the effective date of this Order, 

and, thereafter, w i t h i n  thirty (30) days of the end of each calerrdar 

quarter, the Institution shall furnish written status q r t s  to the 

R e g i d  DeIxrty Director detailing the actions which have been taken 

. tosecumampllaT1Ce~iththisOrderandtheresultsthereof. Said 

reportsnmybed.isumtiraredoalywkmthecorrectimsrequiredunder 

this  Order have been accaplished, and the R e g i d  Deprty D m  

has, in w r i t h q ,  released the Board frun makbq  further reports. In 

addition, the Institution shall  furnish st& reports on request of 

the Regional D e p t j '  ~irector. A l l  status reports and &her written 

~ionspusuanttothisOrdershallbemiewedbytheEbardof 

DirectorsoftheInstitutionandmadeapartoftheBoardminutes. 



111. * 
Vntil surfi a as the Institution has Sutmitted a capital Plan 

to, ani received d o e  of apprwdl or rejection fran, the R e g i d  

D e p u t y D w ,  i t isfurtherorderedthattheInsti tut ionshdUba 

subject t o  the follcrwing operating e i c t i a a r s :  

A. Gm!&h 

1.IheInstitutioniSnotpermittedanygruwthbeydthelwelof 

assets ar June 18, 1991 except in accordaxe with the prwisiaars of 

Section 5 (t) (6) (C) of the HOLA, 12 U.S.C. 1464 (t) (6) (C) , whid 

requhes prior appraml of the Regional Deplty D i r e c t o r .  

B. Limitations on Credit/Luan Activities 

2. Ihs Institutim may not mke any canrrercial loans, ammazial 

real estate loans or aoquisition, develapnent an3 -on loam 

f==Pt as permi- by subparagraphs 3 (el, (f 1,  and/= (g) of this 

Section I I I ( B ) .  Any loans of the types above that a m  

camitted to on June 18, 1991 my only be furded after receipt of 

prior written aFprwdl of the Regional Deputy D i r e c t o r  am3 upon 

. certification that su& a cadbent is legally binlirrg upon the 

Institution. 

3. Ihe Institution ispmhibited f ranmkhqany lcans ather than 

W specifically enumeraw belaw: 

(4 

First L i m  

(1) R e a l  estate loans nust be f i r s t  liens on owner occupied 

residential real estate (@mazy residences or vacation hames) . 
(2) Pesidential loans will be umlemritten accordhq to 



Federal Lmn Mortgage Corporation (~~FHIMC1) ard Federal National 

Mortgage Association (llFNMA1l) umkmriting standards such that loans 

w i l l  qualify in al l  respects for sale in  the secotdary markets. 

(3) Lpan to value ratios will mt acceed 80% based on a aarmnt 

q r a i s a l w h i c h ~ O r S a p p r a i s a l s t a n d a r d s .  mansmaybemadeup 

to 90% of qraisedvalue i f  the excess wer 80% is wveredby 

priMte mortgage insumme pmvided by an FHZMC/FlNA irrsuranOe 

provider, or  up to 95% of =raised value on qualifying Federal - . . tion Wor Veterans8 Acm;rurustra 
8 .  tion (llFW?@R1l) 

loarrs. 

(4) Any loan ~ c h  exreeds current FHIMC/FWA doll&' limitaticms 

as to m x h m  ammt mst be pre-approved for sale in the 

mrket prior to ccmnibat ard subsequently sold irrpnediately u p a ~  

closirq. 

(b) %xmd Iii- 

(1) Seam3 mowges may be mde on 1-4 family residential 

pmperties wfren Coastal dlreacty holds the f i r s t  mortgage loan, arrl 

. the tatal loan to value ratio, based on a current 

a m f o d q t o O r S ~ ,  doesmtwceed80%. 

(2) Where Coastal does not hold the first mortgage loan, second 

mrtqages may be rnade on 1-4 family residential p-es i f  the 

total loan to  value ratio, based on a aurrerrt appraisal conforming to 

UIS -, does not exaeed 70%. 

(3) Unhxwriting mst ccmply with RILMC/FNMA sta&mis. 

(a mEmBumm 
O o a s t a l i s p r o h i b i t e d f m n m a W n g a q c a n s u m e r l o a n s ~ :  



and/or cash surrender value of life 

(3) Educatian luans up to $25,000 per bormer ,  secuxed by 

aollateral and/or a state or federal guarantee; 

(4) Loans fully sewred by pmperly nwyined (30%) values of 

readily marketable securities; 

(5) Csedit card loans for d& the Institution has pmvided 

outstarding do not exceed $2.5 million in the aggregate; 

(6) Mobile hame loans not aceedbq $80,000 ard w i t h  not more 

than a 70 percent loan to value ratio, to borrcxl#rs who are residents 

of, and an pruperties to be located in, New L a x l m  Caunty d 

(7) With the prior written approval of the Regianal Dquty 

D i r e c t o r ,  loans not ex- $30,000 to finance the sale of boats 

an& by Coastal thrargh or as a result of foreclosure. 

.. (d) Corrtinuent Liabiliti- 

The Institution is prchibited fran incurring any contingent 

liabilities such as letters of Qeedit, loan guarantees or axmibents 

to make loam (ather than those types of loans enumerated herein). 

(4 - 
ooasta l~~ynotf inancethesaleof~withautfhstabtainirg  

the prior written aFpraval of the R e g i d  Dew ~irector, except in 

the following ciramrstances: 

(1) The pruperty is a 1-4 family dwelling; 



(2) Ihe sale results i n  no loss to the InstiMm 

Generdlly b x p b d  A##urrting Principles ( % ? U P )  ; 

(3) 'Ihe anrxlrrt of the financirrg to be pmvided is $250,000 or 

less, ard the rate of interest is at current rate; an3 

(4) The Institution performs a thomugh credit amlysis of Um 

borrumr according to applicable UIS Regulations and d banking 

pnctice. 

(f) Saleof Other R e a l  Estate 

Coastdl is pmhibited from sale of RIJO w i t h a r t  prior written 

awavdl of the Regional Delxrty D-r unless the follawirq 

(1) Ihe sales prioe is $250,000 or less; 

(2) Lass to the Institution (not indludirrg real estate 

caronissions) does not e .  5% of the arnxrnt a pmpr ty  was 

originally booked a t  as RIJO; ard 

(3) Payment is in cash, and not re-financd at Qastal or 

mqlpe!d for other assets. 

.. (g) Uan Restructurinq 

is prohibited f m  restructurixq any credit (incl- 

RED) relationship wi- prior written a~pruval of the Regional 

Deplty D s  unless the followinJ e t i o n s  are XI&: 

(1) The debt of the obligor and related parties is $250,000 or 

less; 

(2) Principal ard/or interest are not ccnplumised; 

(3) The redmmtming does not release any obligcr, direct or 

. . milre&, fmm their obligations; an3 



written aSgrwal of the Regional ~irector: 

(1) -lay or appoint any person to senre as an officer, 

directar or Senior manager who is nut so employed or appointed as of 

the Effective Date of this Order; 

(2) ~loyanyper sonpvsuan t toanagreemmt tha t i snu t  

terminable at  the will of the emplayer and that otherwise does nut 

amply with 12 C.F.R. 563.39; 

(3) Enter into, amend or m any collective bargainirrf 

agmexmt, pension or profit shar iq  plan, baarus plan, severance 
. . 

plan, r d h n m t  plan, fringe benefit plan, or uther enployee benefit 

plan, or uther eqlayment mtract with any employee, director or 

officer, And any escrrrw a m  or similar a r r a n g e  related to 

such an agreemerrt or plan (other than mxmal hnding 

urder aktixq enployee benefit plans) t 

(4) (a) Prwide any mqensation or uther direct or m 3 m x = t  
. . 

benefits to executive officers and directors beyond those dekmhd 

nasomble and p d m t  for a capital deficient institution. Such 

canperrsation for c l h c b ~ s ,  executive officers and ather employees 

shall be in carpliance w i t h  12 C.F.R. 563.39 and 563.161(b). ~n rw, 

went shall the Institution increase the capensation of any 

executive officer, either directly or indirectly, in excess of 5% per 

year. All capssation (direct or mdxect 
. . 

) p a i d t o d i r e c t a r s i n  



excess of $1,000 shall n=quke the prior written ;trrrrmr;rl of the 

Reghmd Deprty Director or his designee, prarided that priar 

apprwdlisnotnecessaryformltinuationof auren t leve lof  

year that is not part of an individua18s salary and benefit package 

adcpted abuve. Included in the calculation of this amcamt are any 

d e s  used for the prwision of a-iles or autanobile 

(includirrg, krt nut limited to decoratar services), and office 

impr~~ements exr=eeding $1,000 (fixed assets, furniture, fixtures, a n i  

equipmt) . The items 1- are illustrative and not exclusive, 

The prrxrisions of this restrictian shall apply to dimcbm, 

executive officers, anl other officexs of the level of vice president 

(c) Fumhase or pay for an item or service, intended far 

. the benefit of any officer or director, costirg m>re than $100 that: 

(1) does nut have an h d i a t e ,  direct relationship to the 

perfonname of the officer's ar dhcbr8s duties or (2) is nut 

available to a l l  Institution staff ; 

( 5 ) ~ i m t o a n y c O k l t r a c t o r a n y ~ f o r t h e p l r c h a s e ,  

sale or lease of goods, materials, equipaerrt, -lies, mi- or 

capital assets, in the ordinary cause of krsiness, mess the 

amxlnt of such amtract or agmemmt is $15,000 or less; 



liquidity in an armmt sufficient to fund the Institutionts 

&ligations and to carply with 12 C.F.R. 566.2; 

( 7 )  Encmber any of its pmperty or other assets except for 

neceswy bomwhqs under item (6) imnd.aWy preceding; 

(8) any material charrge in a- mthd; 

(9) Incur any material &ligation ur cat- liability 

asotherwisepermittadbythis~er;  

(10) into any material transaction (excluding loan and 

investmenttransacticms) exceptasatheswisepemittedbythisOrder. 

For ~urposes of this Order, a 9naterialW transaction shall be defined 

as any transaction initiatxd afbr July 1, 1991 and not othemke 

pemittedorrequiredtobereportedbythisorder, andwherethe 

transaction exceeds $15,000; 

(11) into, nmew or revise any contmctual arrangement wim 

any officer, director, controlliq pexzcn, affiliate, affiliated 

perxm, subsidiary or agent of the Institution or any subsidiary or 

affiliate thereof, fur amtracts atherwise permitted by this Ckder. 






