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Ocean Pines Development Corporation's 
loan card 

Ocean Pines Development Corporation's 
loan card 
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Fees Received by Gerald S. Klein in the 
amount of $221,401.66 

Billings of Gerald S. Klein, Chartered to 
Merritt Commercial Savings and Loan of 
6/5/84 in the amount of $2,110.81 and Merritt's 
check payable to Gerald S. Klein, Chartered 
in the amount of $2,110.81; 5/18/84 in the 
amount of $11,248.04 and Merritt's check payable 
to Gerald S. Klein, Charted in the amount of 
$11,248.04; 10/4/83 bill in the amount of 
$100,000-00 and Merritt's check payable to 
Gerald S. Klein, Charted in the amount of 
$100,000.00; 7/1/84 bill in the amount of 
$84,879.84 and Merritt's check payable to 
Gerald S. Klein, Charted in the amount of 
$84,879.84; 5/21/84 Merritt check payable to 
Gerald S. Klein, Chartered in the amount of 
$23,162.97 
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12/31/84, Account Number 190-1058-7" 
Merritt Commercial Savings and Loan 
Associatioh at Equitable Bank, N.A, 

11056 _ 11/26/84 Journal Voucher No. 214; Deposit ticket 
dated 11/23/84 to Equitable Account 190-1058-7 
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Merritt Commercial Savings & Loan Association's 
check payable to Robert V. Gibbs and Inter- ' *. 
national Consolidated Industries, Inc. 
Jointly in the amount of $4,000,000.00 

Merritt Commercial Savings & Loan Association's 
check payable to Robert V. Gibbs and Internationa 
Consolidated Industries, Inc. Jointly in the 
amount of $3,000,000.00 

Stipulation that Bruce Penczek intends to 
assert his Fifth Amendment privilege. 

Letter from Thomas E. Wilson, Esquire to 
Carl Gold, Esquire enclosing Stipulation that 
Milton Sommers intends to assert his Fifth 
Amendment privilege. 
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Letter from Paul V. Trice, Jr. to Charles 
H. Brown, Jr. 

Promissory Note ■ .< 

Minutes of Special Meeting of Board of 
Directors of Merritt Commercial Savings and 
Loan Association / 2:00 p.m. 

Minutes of Special Meeting of Board of 
Directors of Merritt Commercial Savings 
and Loan Association , iq:00 a.m. 

Appraisal and analysis of 66.89 Acre Tract 
Harbor Mile Ocean City, Maryland from 
Harry E. Gilbert, Jr. to Sharon Savings 
and Loan Association 

Appraisal of Heron Harbor Mile Ocean City, 
Maryland from Harry E. Gilbert, Jr.. Letter 
dated 10/21/85 from H.E. Gilbert to Office of 
Special Counsel 
Financial Statement of Fenwick Development 
Corporation prepared by Cunningham, Floam 
& Coleman . 

Letter from Jimmie T. Noble to Gerald S. 
Klein, Esquire 

Minutes of Special Meeting of Board of 
Directors of Merritt Commercial Savings and 
Loan Association 

Appraisal and analysis of 66.89 Acre Tract 
Harbor Mile Ocean City, Maryland from 
Harry E. Gilbert, Jr. to Fenwick Development 
Corporation 

Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 

Mortgage Note between Fenwick Development 
Corporation and Merritt Commercial Savings 
and Loan Association 

Appraisal and analysis of Heron Harbor Mile 
66.89 Acre Tract Ocean City, Maryland from 
Harry E. Gilbert, Jr to Fenwick Development 
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8/21/84 

9/21/84 

10/2/84 

10/24/84 

11/7/84 

11/26/84 

11/26/84 

11/30/84 

12/5/84 

Letter from Gerald S 
to William LeCompte 

Klein, Esquire 

Letter from Gerald S. Klein, Esquire 
to Carl R. Gold, Esquire 

-nmr.b 

Diagram regarding Klein/Gibbs buyout 

JAM \{ IJ t V 

Stipulation that Regina A. Lee intleJ*di i'td■ I 
assert her Fifth Amendment privilege. 

Minutes Meprritt Commercial Savings and Loan 
Association Board of Directors Meeting 
Minutes Merritt Commercial Savings and Loan 
Association Board of Directors Meeting 
Minutes Merritt Commercial Savings and Loan 
Association Board of Directors Meeting 
Minutes Merritt Commercial Savings and Loan 
Association Board of Directors Meeting 
Minutes Merritt Commercial Savings and Loan 
Association Board of Directors Meeting 
Minutes Merritt Commercial Savings and Loan 
Association Board of Directors Meeting 
Minutes Merritt Commercial Savings and Loan 
Associaiton Board of Directors Meeting 
Minutes Merritt Commercial Savings and Loan 
Association Board of Directors Meeting 
Minutes Merritt Commercial Savings and Loan 
Association Board of Directors Meeting 
Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 
Minutes Merritt Commercial Savings and Loan* 
Association Special Meeting of Directors 
Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 
Merritt Commercial Savings and Loan Directors 
Report 
Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 
Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 
Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 
Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 
Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 
Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 
Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 
Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 
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12/20-21/84 Minutes Merritt Commercial Savings and Loan 
Association Special Meeting of Directors 

lllc£V7-/«ri/85 

IIIC81 3/7/85 

p./Vfr/ 

IIIC82 4/16/85 

Memorandum from Valerie Coyle to Regina Lee. 

Merritt Commercial Savings and Loan Association' 
check payable to Middle States Financial Corp- 
oration in the amount of $51,212.00 

Merritt Commercial Savings and Loan Corporation' 
check payable to Middle States Financial Corp- 
oration in the amount of $750,000.00 

IIIC83 5/23/85 Journal Voucher No. 224; printouts regarding 
capital contributions from 160038303,160038311, 
160038329, 160038337, 160038295 dated 10/11/85 

IIIC84 12/27/82 Letter from Gerald S. Klein to Regina Lee 

ff> /W'/yf3o 

Xi/ 



IIIC85 4/19/85 

ff.W/- is 1(3 

Memorandum from Ann Franetovich to Board 
of Maryland Savings-Share Insurance 
Corporation concerning associations that 
have not filed S/L 200 for period ending 
3/31/85 ; Rules Violation Notice 

IIIC86 7/25/84 

IIIC87 :C87 „ _ 1 4/ 
pp ISIb -Is*?(p 

30/84 

IIICB8 7/16/84 
fppjsw-/gw 

IIIC89 _ _ 8/13/84 
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IIIC90 8/14/84 
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IIIC91 , 

IIC92 

1/8/85 

—q,— 8/22/84 
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IIC94 ^ , 9/ 
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IIC95 10/24/84 
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IIC96 11/28/84 

IIC97 12/12/84 
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IIC98 12/19/84 
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11099 2/13/85 
ftp. faS r- 

IIC100 2/27/85 
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Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Violations Status Report 

Minutes Maryland Savings-Share Insurance 
Corporation Membership Committee 

Minutes Maryland Savings-Share Insurance 
Corporation Membership Committee 

Letter from Charles :H. Brown, Jr. to 
Dennis E. Finnegan enclosing Order No. 
591 approving Merritt's application for 
branch office at Talbottom Shopping Center 

Letter from Charles H. Brown, Jr. to Milton 
Sommers 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Minutes Maryland Savings-Share Insurance 
Corporation Membership Committee 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Minutes Maryland Savings-Share Insurance 
Corporation Membership Committee 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Minutes Maryland Savings-Share Insurance 
Corporation Membership Committee 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 
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111C102 102 n r,* ,3/27/85 
pp<Jk 7/- 

IIIC103 5/13/85 

pp. Jk&h tl/9f- 

Minutes Maryland Savings-Share Insurance 
Corporation Membership Committee 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Minutes Maryland Savings-Share Insurance 
Corporation Special Meeting of Board of 
Directors 

IIIC104 _ 10/11/84 

pp -/(# qy 

IIIC105 12/13/84 

I loo -1'JO z 

IIIC106 1/10/85 
fp.no^-- noy 

111Cl0 7 2/14/85 
Pf.ncr- /7/c^L 

IIIC108 3/14/85 

ff-ma-n/s- 

111C10 9 4/4/85 

pp. I7/(x> ~ I73.S 

IIIC110 5/9/85 

Minutes Executive Session Board of Savings 
and Loan Association Commissioners 

Minutes Executive Session Board of Savings 
and Loan Association Commissioners 

Minutes Executive Session Board of Savings 
and Loan Association Commissioners 

Minutes Executive Session Board of Savings 
and Loan Association Commissioners 

Minutes Executive Session Board of Savings 
and Loan Association Commissioners 

Minutes Executive Session Board of Savings 
and Loan Association Commissioners 

Minutes Executive Session Board of Savings 
and Loan Association Commissioners 
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10/4/82 

IIID2 2/5/76 

Tpnzx-i-ttf 

111D 3 2/21/77 
■pf mo 77^  

IIID4 2/28/78 

fr'^-pso 

IIIDS 1979 

Pf nst-nyi 

IIID6 1980 
/>/> /7r/-/»y 

!l ID7 ___ 1981 

■ppim-i^i 

II1D8 1/10/83 

friUf'/xji 

IIID9 .. 1/4/83 
fp33 

IIID10 1/18/83 

ffr Ksi-ZZSZ 

IIID11 

P- ^37 

Minutes Community Saving: 
Board of Directors Meeting 

Eoan, Inc 

Letter from James C. Jones to Board of 
Directors Equity Programs Investment 
Corporation enclosing balance sheet as of 
12/31/75 

Letter from James C. Jones to Board of 
Directors Equity Programs Investment 

"Corporation enclosing balance sheet as of 
12/31/76 

Letter from James C. Jones to Board of 
Directors Equity Programs Investment 
Corporation enclosing consolidated balance 
sheet as of 12/31/77 

Equity Programs Investment Corporation's 
1979 Annual Report 

Equity Programs Investment Corporation's 
1980 Annual Report 

Equity Programs Investment Corporation's 
1981 Annual Report 

Periodic Performance Report of Community 
Savings and Loan for period ending 12/31/82 

Letter from Robert L. Freedman, Esquire to 
Charles H. Brown, Jr. 

Letter from Clayton C. McCuistion and John 
D. Faulkner, Jr. to Charles Brown 

Appendix B - Financial 

111D12 

P /m 
Appendix C - Operations 

il I Dl 3 2/28/83 

IIID14 3/4/83 

j>j-? ix 

Letter from Charles H. Brown, Jr. to Clayton 
C. McCuistion and John D. Faulkner 

Letter from James B. Deerin, Jr., Esquire to 
Charles H. Brown, Jr. 
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IIID16 

p.lKS'l 

3/8/83 

3/10/83 

IIID17 _ 3/10/83 

p/ -/^_3 

IIID18 2/17/83 

Letter from Gary W. Swindell, Esquire 
to Charles H. Brown, Jr. and William LeCompte 

Articles of Amendment and Restatement of the 
Articles of Incorporation of Community 
Savings and Loan, Inc. 

Letter from Tom J. Billman and Clayton C. 
McCuiston to William LeCompte 

Terry Hall's notes 

IIIDIS,-,,. 2/23/83 

IIID20 9/7/84 

?f/n 2 

IIID21 11/26/84 

/>/>• J9/y 

IIID22 12/26/84 

IIID23 12/20/84 

IIID24 3/23/83 

pp- 

IIID25 8/22/84 

IIID2 6 
p.r/rr 

2/6/85 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Letter from Charles H. Brown, Jr. to 
Board of Directors Community Savings and 
Loan, Inc. enclosing Report of Examination 
ending 10/31/83 

Letter from Clayton C. McCuistion to Charles 
H. Brown, Jr. 

Memorandum from Charles F. Endres to Joseph 
J. Barbera 

Memorandum from Martin W. Becker to Paul 
V. Trice, Jr. 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Community Savings and Loan, Inc.'s Written 
Record of Action of the Board of Directors 
Without a Formal Meeting 

IIID2 7 
p /9§d 

7/23/85 Community Savings and Loan, Inc.'s Written 
Record of Action of the Board of Directors 

IIID28 1/31/85 Executive Summary Agreement and Plan of 
Reorganization, Corporate Separation, and 
Recapitalization 
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IIID30 

e 

12/31/84 

IIID3I ^ 4/25/85 
fp - ft $7 

IIID32 ll/22/8ti 
w /nz'/w11/22/85 

111 D 3 3 . f_ 5/14/85 

IIID34 8/19/85 

f 'r-/7 

IIID35 8/30/85 
rr n'/K-joc/ 

IIID36 8/19/85 
pf ^ooj -J003 

IIID37 
pf i-cA y 

IIID38 

Op '3.0 I It)' 

Community Savings and Loan, Inc.'s 
Written Record of Action of the Board 
of Directors Without a Formal Meeting 

Community Savings and Loan, Inc.'s 
Written Record of Action of the Board 
of Directors 

Minutes of a Meeting of the Executive Commit- 
tee of the Board of Directors of Communitv 
Savings and Loan, Inc. 

Affidavit of W. Bruce McPherson 
t 

Proclamation 

Letter from Clayton C. McCuistion to 
Governor Harry Hughes 

The Wall Street Journal "EPIC Mess" 

Executive Order 01.01.1985.22 Community 
Savings and Loan Association — Temporary 
Cessation of Withdrawals 

Board of Savings & Loan Association Commis- 
sioners and Frederick L. Dewberry v. Community 
Savings & Loan, Inc. Complaint and Petition 

Appointment of a Conservator 

state Maryland Deposit Insurance Fund 
Corporation and Community Savings £< Loan, . - 
Inc. v. Tom J. Billman, Clayton C. McCuistion,* 
Barbara A. McKinney, James B. Deering, Jr., " "♦ 
Leonard Meltz, Jr., Joseph C, Cunningham, 
John D. Faulkner, Jr., Epicenter Consolidated, 
Ltd., Epic Holdings, Ltd and Crysopt Corporation 
Complaint; Plaintiffs' Motion for an Inter- 
locutory Injunction and for and Attachment 
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IIIEll 4/19/85 
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111E 2 4/16/85 
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IIIE 3 12/12/85 

IIIE4 1/2/85 
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111E5 12/24/84 
^ A 

IIIE6 12/27/84 
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Letter 'f rofn" Cffaifles H.' Brown, Jr. to 
Board of Directors First Maryland Savings—and 
Loan Association enclosing Report of Exam- 
ination as of 8/31/83 

Letter from Charles H. Brown, Jr. to Board 
of Directors First Maryland Savings and 
Loan, Inc. enclosing Report of Examination 
as of 8/31/84 

Letter from Arnold M. Weiner, Esquire to 
Carl Gold, Esquire; Letter from Ethan 
Bauman, Esquire to Office of Special Counsel 
dated January 3, 1986 

Letter from Charles H. Brown, Jr 
David P. Cole 

to 

Letter from Charles H 
David P. Cole 

B rown, Jr. to 

Letter from David P. Cole to Charles H. 
Brown, Jr. 

Letter from David P. Cole to Charles H. 
Brown, Jr. 

Letter from John C. Cooper, III, Esquire 
to Charles H. Brown, Jr. 

Note in the amount of $15,750.00 
Note in the amount of $15,000.00 
Note in the amount of $19,000.00 
Note in the amount of $20,000.00 

Assignment and Security Agreement between 
First Maryland Savings and Loan and Julian 
M. Seidel 

Memorandum from Ann Franetovich to Board of 
Directors Maryland Savings-Share Insurance 
Corporation concerning associations that 
have not filed an S/L200 for period ending 
3/31/85; Rule Violation Notice for period 
ending 3/31/85 

Minutes Maryland Savings-Share Insurance 
Corporation Special Meeting of Directors 

Memorandum from Ann Franetovich to Board of 
Directors Maryland Savings-Share Insuranc^^k 
Corporation concerning Violations Status 
Report for period ending 9/30/84 

t 
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11IE 15 2/8/84 

Pf O-AC'V -ckaJjL. 

IIIE16 7/16/84 

11IE 17 9/26/84 

ppJJZt'ZSiT'i 

IIIEl 8 11/28/84 

ffcJJ'yD-AA'it 

11IE 19 11/14/84 

?/> ^Wz-Jaos 

IIIE20 12/12/84 

(pf^3o</-j3/o 

IIIE21 1/9/85 
J -2^3/^ 

IIE 22 2/13/85 

r/0 ■za/V-Btfax 

IIIE 2 3 3/13/85 

/r ^3^ 3 - 

11IE 24 2/9/84 

Minutes Mary land Savings-Share Insurance 
Corporation Membership Committee 

Minutes Maryland Savings-Share Insurance 
Corporation Membership Committee 

Minutes Maryland Savings-Share Insurance 
Corporation Membership Committee 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Minutes Maryland Savings-Share Insurance 
Corporationr Regular Meeting of Directors 

Minutes Maryland Savings-Share Insurance 
Corporation Membership Committee 

Minutes Maryland Savings-Share Insurance 
Corporation Membersh 

Minutes Maryland Sav 
Corporation Membersh 

p Committee 

ngs-Share Insruance 
p Committee 

/V 

Minutes Maryland Savings-Share Insruance 
Corporation Membership Committee 

Minutes Maryland Savings-Share Insurance 
Corporation Membership Committee 

Minutes Executive Session Board of Savings 
and Loan Association Commissioners 
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IIIF3 11/16/83 

111F4  12/20/83 
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IIIF6 

-p A36-c) 
8/1/83 

111F 7 7/30/84 
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IIIF8 

IIIF9 
jo q;3 ^ y 

8/24/84 

8/24/84 

IIIF10 _ 7/30/84 

IIIFll . 
3^?"cX 9^ -2_ 

IIIF12 1983-1984 

Friendship Savings and Loan Examiners 
Comments 

Order No. 607 approving application of 
Friendship Savings and Loan to establish 
and maintain a branch office in Gaithersburg, 
Maryland 

Memorandum from Anthony C. Koones to Board of 
Directors Friendship Savings and Loan 
concerning purchase of deep discount mortgage 
backed securities from USGA, Inc. 

Letter from E. Mitchell Fry, Jr. to Glenn 
J. Reinardy 

Memorandum to Board of Directors Friendship 
Savings and Loan concerning purchase of deep 
discount mortgage backed securities from USGA, 
Inc. and Reilly Mortgage Group 

Letter from E. Mitchell Fry, Jr. to Glenn 
J. Reinardy 

Memorandum from Anthony C. Koones to Board 
of Directors Friendship Savings and Loan 
concerning purchase of deep discount mortgag^ 
from USGI, Inc. and Reilly Mortgage Group. 

Letter from Anthony C. Koones to James R. 
Ko zuch 

Letter from Anthony C. Koones to Elizabeth 
Harrington Howes 

Mortgage Purchase Agreement between USGI, , 
Inc. and Friendship Savings and Loan Association 

Check Ledger 

Consolidated Financial Statements for the 
years ended March 31, 1984 and 1983 and 
Report Thereon for Friendship Savings and 
Loan Subsidiaries 
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IIIG3 2/28/83 

IIIG4 7/27/83 

ff £4^%- 

IIIG5 8/24/83 

v-s / 

IIIG6 9/8/83 

yJ~ 

IIIG7 2/29/84 

kIIIG8 6/4/84 

P/^ ^ wi -a nx 

IIIG9 6/20/84 
ppZWl-Jtq/ 

IIIG10 7/30/84 

^L. 

HIGH 5/7/84 

IIIG12 , 5/16/84 
-<20,7Y 

111G1 3 
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9/25/84 

IIIG14 9/19/84 
-ppolb 7k y*) 

IIIG15 9/14/84 
■pXO 'oUa 

LuGISlA-.Tfo-r^ T 
SO STATE C.hjLE 

ANNAPOLIS, MARYLAND 21404 

IIIG16 9/19/84 
'i-^b Srv 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Minutes Maryland Savings-Share Insurance 
Corporation Regular Meeting of Directors 

Report of Exaraation of Ridgeway Savings 
and Loan Association 

Letter from Charles H. Brown, Jr. to 
Board of Directors Ridgeway Savings and 
Loan Association 

Minutes Ridgeway Savings and Loan Association's 
Board of Directors 

Letter from Rosemary Tyler to Charles 
Brown 

Report of Examination of Ridgeway Savings 
and Loan Association 

Letter from Charles H. Brown, Jr. to Board 
of Directors Ridgeway Savings and Loan 
Association 

Minutes Ridgeway Savings and Loan Association's 
Board of Directors 

Letter from Rosemary Tyler to Department of 
Licensing and Regulation Division of Building 
and Loan Associations 

Ridgeway Savings and Loan Association's 
Form AC Application for Approval of Conversion 

Ridgeway Savings and Loan Association's 
Appraisal Report Valued as of 5/16/84 

Letter from Charles H. Brown, Jr. to 
Robert B. Greenwalt, Esquire 

Agreement between W. Walter Farnandis and 
David L. Rouen 

Mortgage between Ridgeway Savings and Loan 
Association and w. Walter Farnandis 

Confessed Judgment Note 
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111G18 

IIIG19 
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IIIG20 

9/19/84 

9/19/84 

9/19/84 

3/7/85 

-7V 

Minutes Annual Shareholders' Meeting 
Ridgeway Savings and Loan Association 

Resignation letter of Ridgeway Savings 
and Loan Association's Board of Directors 

Consent to be directors and officers of 
Ridgeway Savings and Loan Association 

Letter from David C. Daneker, Esquire to 
David L. Rouen 
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IIIH8 5/31/84 

IIIH9 1/24/85 
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IIIH10 2/7/84 
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IIIH11 5/31/83 
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IIIH12 12/10/82 
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IIIH13 10/6/82 

^ J. 7 f * 

IIIH14 5/3/84 

•pp ^ 

111Hi 5 2/19/85 
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IIIH16 6/30/84 

p ^7/r 

MSSIC Membership Committee Meeting 
Minutes 

MSSIC Special Executive Committee Meeting 
Minutes 

MSSIC Regular Meeting of Directors 

Letter from Charles H. Brown, Jr. to Board 
of Directors, Sharon Savings and Loan; 
Examiner Comments as of February 28, 1983 

Excerpt, Division Examination of Sharon 
Savings and Loan 

t 

Minutes of Special Meeting of Board of 
Directors of Sharon Savings and Loan 

Letter from Charles H. Brown, Jr, to Board 
of Directors, Sharon Savings and Loan; 
Examiner Comments as of May 31, 1984 

Excerpt, Division Examination of Sharon 
Savings and Loan 

Minutes of Special Meeting of Board of 
Directors of Sharon Savings and Loan 

Letter from Charles H. Brown, Jr. to Board 
of Directors, Security Savings and Loan; 
Examiners,' Comments as of May 31, 1983 

Excerpt, Division Examination of Security 
Savings and Loan 

Deed of Trust between MSD Associates, Dennis 
E. Guidice, Jeffrey A. Levitt and Old Court 
Savings and Loan, Inc. 

Sharon Savings and Loan Disbursement 
Requisition 

Minutes of Special Meeting of the Board of 
Directors of Security Savings and Loan 

Letter from Charles H. Brown, Jr. to Board 
of Directors, Security Savings and Loan; 
Examiners' Comments as of June 30, 1984 

Excerpt, Division Examination of Security 
Savings and Loan 
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IIIH18 12/31/85 
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IIIH19 3/19/82 
ppH.JZb •*37£^ 

IIIH 20 11/18/83 
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Letter from Theodore C. Denick, Esquire 
to Division of Savings and Loan Associations' 
Minutes of Special Meeting of the Board of 
Directors of Security Savings and Loan 

Letter from Ethan L. Bauman, Esquire to 
John Church, Esquire 

Promissory Note for $500,000 

Memorandum from Jeffrey S. Fine to William S. 
LeCompte, Jr.; Memorandum regarding March 19, 
1982 MSD Associates Promissory Note; Memorandum 
entitled "Gibraltar B/L 9/30/83";Letter dated 
November 8,' 1983 from Jeffrey S. Fine to 
Ms. Diane White; Memorandum dated 10/24/83 
from Diane C. White to File/Examiners; Memor- 
andum dated 12/9/82 from Diane to LBG; Letter 
dated December 22, 1982 from Diane C. White to 
Mr. Steven Hurwitz 

IIIH21 12/7/83 

r xsoo-a&o 

IIIH22 9/30/83 

? A/^7 

111H 2 3 
P 1 

IIIH24 9/30/83 

IIIH25 2/4/85 
ffUZfO -JLZ(3 

IIIH26 6/83 
pp A2ty 

IIIH27 11/18/83 

p Si tX-7 

Case Index/Worksheet re Gibraltar S&L Possible 
breach of fiduciary duty; S&L Inquiry; Memor- 
andum from Jeffrey S. Fine to William S. 
LeCompte, Jr.; Memorandum regarding March 19, 
1982 MSD Associates Promissory Note; Memoran 
entitled "Gibraltar B/L 9/30/83" 

Document entitled Gibraltal Service Corporation 
as of Sept. 30. 1983 

Gibraltar Building and Loan Association 
Comments 16 to 20 

Response to Comments in Report of Examination of Gibraltar 
Comments 16 to 18, Page 8 

Memorandum from Dean Digiondomenico to Paul V. 
Tr i ce 

Bankers' Appraisal Service, Inc. Appraisal 
Report Dated June, 1983 

MSDL Partnership Comment 2B 
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Memorandum of Plea Negotiations and 
Statement of Facts, State of Maryland vs. 
Francis T. Peach, Jr., Case No. 83 CR 3200 
Circuit Court for Baltimore County 

111(1)2 4/10/84 

ft 
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Letter from Assistant Attorney General 
John C. Cooper to Charles H. Brown, Jr., 
Director; Letter dated February 14, 1984 
from Charles C. Hogg, II, President, to 
Mr. Barry J. Benbaum, Vice President; 
handwritten notes 
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140^ ANNAPOLIS, NiAK'i LAM": 
Memorandum from David H. Wells, Jr. to 
John J. Corbley 

Memorandum from Charles H. Brown, Jr. to 
The Honorable Harry Hughes 

Letter from John J. Corbley to Honorable 
Harry Hughes 

State of the Maryland Savings-Share 
Insurance Corporation Industry Presented by 
Charles C. Hogg, II 

Letter from John J. Corbley to Honorable 
William S. James, Honorable James 0. Roberson, 
Honorable H. Louis Stettler, III 

Letter from Jerome S. Cardin, Chairman to 
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SAVINGS AND LOAN STUDY COMMISSION 

1410 Commercial Credit Building 

Baltimore 2, Maryland 

AICHARD W. CASK 
Chairman 

j. calvin Carney 
vicc-Chairman 

HON. SHIRLEY BRANNOCK JONES 
SCCRCTARV 

SAM WHEATLEY SORDEN 
BALTIMORS 

LESLIE J. CLARK CUMBCKLAND - 
HON. JOHN.CLARENCE NORTH 

Easton 
HON. COWARD S. NORTHROP 

ROCKVILLC 
CHARLES C. ORTH. JR. 

Baltimore 
HON. JEROME ROBINSON 

Baltimorc 
WM. C. ROGERS 

Baltimore 
ROBERT L. STOCKSDALC 

Baltimore 
HON. JOSEPH O. T Y DINGS 

HAVRK DC GRACC 
T. HAMMOND WELSH 

HYATTtVILLC 
HARRY B. WOLP, JR. 

Baltimork 
JOHN P. 2EBELEAN, JR. 

CATONaVILLE 

Savings and Loan Associations of Maryland, 

Members of the Maryland General Assembly and 
Other Interested Persons 

«• 

Gentlemen: 

Endosed for your information and study is the first public draft of a bill, 

prepared by this Commission, affecting building and savings and loan or homestead 

associations doing business in this State. 

On December 21, 1960, at 9:30 A.M., the Commission will hold a public 
hearing on the proposed bill in the auditorium of the State Roads Commission, 

300 W. Preston Street, Baltimore. You are invited to attend this meeting. 

Should you desire to be heard at the meeting, you must inform the 

undersigned in writing no later than Monday, December 19, 1960, of the topic 
or topics upon which you desire to present your views. In this connection, you 

are encouraged to join with other persons or associations in selecting a spokesman 

for your group in order that repetitious presentations may be avoided. Instead of 

an oral presentation, you may present your views to the Commission in writing 

by submitting on the date of the hearing twenty (20) copies of any statement 

you care to make. 

Your cooperation in this matter is respectfully requested. 

Richard W. Case, 

Chairman. 
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PROPOSED LEGISLATION 

RELATING TO 

BUILDING, SAVINGS AND LOAN OR 

HOMESTEAD ASSOCIATIONS 

161A. POLICY. 

It is the declared policy of this State that: 

(a) The savings and loan business, otherwise known as the build- 

uig, savings and loan or homestead business, which is within the scope 
of this Article, has so expanded in recent years and has become so in- 

tegrated with the financial institutions of this State and is so important 
as a method of promoting home ownership and thrift, that such busi- 
ness is affected with a public interest and shall be supervised as a busi- 

ness affectmg the economic security and general welfare of the people 
of this State; ^ 

(b) Such business shall be operated only by associations organized 

Article m aCCOrdanCe with the authority provided by this 

• (Cl The number and minimum size of the associations conduct- ing such business shall be controlled in the interest of securely and 
efficiently serving the needs of the localities in which they operate; 

,(d,)
J
The public interest requires the promotion and fostering of 

the building, savings and loan or homestead business and the assurance 
of its financial stability; 

(e) Such associations shall be organized for the purpose of accept- 
ing free share, accounts and making loans to their members; 

(f) In order to achieve the aforesaid purposes and policy it is 
necessary that all associations shall have only one kind or class of 
shares or stock and all the holders of such shares or stock shall have 

equal rights as-to voting, earnings, and assets; 
(g) In order to further the policies herein expressed, the pro- 

visions of tiiis Article applicable to building or homestead associations 
shall be liberally construed to promote and foster the purposes of 
such associations. ^ 

161B. APPLICATION OF PROVISIONS. 

(a) Existing domestic and foreign associations. The provisions of 
this Article shall apply to all existing building, savings and loan or 
homestead associations, and other similar associations by whatever 

2 
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name called, organized under the laws of this State; and to all foreign 
associations duly authorized to do business in this State; 

(b) Federal associations. Unless Federal laws or regulations pro- 
vide otherwise, Federal associations and their members shall possess 
all of the rights, powers, privileges, immunities and exemptions granted 
by this Article to associations operating hereunder and to the mem- 
bers thereof. 

161C. PROHIBITIONS. 

(a) Who may transact business. No person or group of persons 
except (1) an association duly incorporated under Sections 161A 
through 161JJ of this Article, or (2) an association duly incorporated 
prior to the enactment of the aforesaid Sections and conducted in 
conformity with the aforesaid Sections, or (3) a Federal association, 
or (4) a foreign association duly authorized to do business within this 
State and complying and conducting its business in conformity with 
the aforesaid Sections, shall transact business within the scope of this 
sub-title or do business under any name or title, or circulate or use any 
advertising or make any representation or give any information to any 
person which indicates or reasonably implies the operation of a busi- 
ness which is within the scope of the provisions of this sub-title. 

(b) Injunction. Upon application of the Director, with the ap- 
proval of the Board, a court of competent jurisdiction may issue an 
injunction to restrain any person or association from violating or con- 
tinuing to violate any of the provisions of this sub-title. 

(c) Fine. In addition to the remedy provided in sub-section (b) 
hereof, any person or association violating any of the provisions of this 
sub-title shall be deemed guilty of a misdemeanor and upon conviction 
shall be subject to a fine of not more than one thousand dollars 
($1,000.00) for each offense. 

161D. EFFECT ON EXISTING BUILDING OR HOMESTEAD 
ASSOCIATIONS. 

(a) By-laws, shares, etc.; operation. Except as provided in sub- 
section (b) hereof, the by-laws, shares, contracts, and obligations of 
any existing building or homestead association, shall continue in full 
force and effect. All such associations shall henceforth be operated 
and regulated in accordance with the provisions of Sections 161A 
through 161JJ of this Article. 

(b) Compliance with capitalization provisions. (1) If the capitali- 
zation of any association referred to in sub-section (a) hereof does 
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not meet the standards and requirements established and provided by 
Secfacns 61M and 161P of this Article, such association may, on or 

tar r+- u «i- comply with such provisions respecting capi- 
_nj

Za .1°n 'y f appropriate articles of amendment with the Board 
arid with the State Department of Assessments and Taxation; or (ii) if 

lo mZ < ^dment with respect to said capitalization are not 
of th^A^ ^ t association fails to conform to the provisions of this Article, such association may, on or before August 1, 1962 file 

articles of amendment with the Board and with the State Department 

such j^nof it"1 TaXatl0n its barter by relinquishing 
exktw ^ ^ P0WerS and purPoses as relate to associations 

or hZ T^ thlS.Article 50 that ^ shall cease to exist as a building 

shall XereTft aSS0C1.atl0n' .and Pursuant to such articles of amendment 
tfon for th ^ COntmUejn business an ordinary business corpora- 

,with the powers set forth ^such articies amendment. Any such association which shall fail to file articles 

^ hereillbefore Provided shall be deemed to have en- tered into a voluntary liquidation, and upon and after August 1 1962 

!^rSe ^ d0^Sinr and Sha11 » existence Sly L le 

76-78 iif^ers ^ duties set forth in Sections 
creditor of suS !• Artlcle; and any director, stockholder or 

more Qtv or thp OC1> T? ^tion-the. Circuit Court of Balti- more City, or-the-circuit court for the county in which the principal 
office of the association is located, to take jurisdiction of the liquidatfon 
of such association as provided in Section 79 of this Article. 

filp 3- ^g^t !. 1962, if any association which has faUed to file articles of amendment in accordance with this sub-section SaU 

emgage in any activities other than those specified in this sub-section 
the Attorney General may, and upon notification by the Board shall' 

ofSto£-IScSedmgS againSt aSS0Ciati0n"aS Provided ^ Section 8-1- 

ieiE. BOARD OF COMMISSIONERS. 

ciationcf^L^' T!ie f ^ 0f BundinS, Savings and Loan Asso- 
^/orf10^ (referred to herein as the "Board") is herebv 

surh^ POWerS and duties sPecified in this sub-title and with 
ex^n?0Wer! may be necessary and proper to the full and effectual 

stead a^cfa^LPUrPOSeS ^ ArtiCle reIatiVe 10 building or home- 

ApPointment> Qualifications and Tenure The 
Building, Savings and Loan Association Commissioners shall 
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consist of five (5) members who shall be appointed by the Governor 
with the advice and consent of the Senate. Each of the members shall 
have been a resident and registered voter of the State of Maryland and 
engaged as an officer, director or attorney of a building association, 
the principal place of business of which is located in this State, for 
at least the five (5) year period next preceding his appointment. At 
least three (3) of the members shall have been actively engaged as 
an officer, director or attorney of a building association chartered or 

incorporated under the laws of the State of Maryland, free share 
accounts of which are not insured. At least two (2) of said members 
shall be residents of Baltimore City. At least two (2) of said members 
shall be residents of the counties of Maryland. However, one (1) 
of the members shall be selected from the public at large and the 

requirement that such member shall have been an officer, director 
or attorney of an association shall not apply. Not more than three (3) 
of such members shall be of the same political party. The term of 

office of the members of said Board shall be four (4) years, com- 
mencing on the first day of June next ensuing their respective appoint- 
ments, except as hereinafter provided, and such members shall hold 
office until their respective successors have been appointed and 
qualified. Any vacancy on the Board shall be filled by the Governor 
for the unexpired term created thereby. Initially, two (2) of the mem- 
bers shall be appointed to serve from the first day of June, 1961, 
through the 31st day of May, 1963, and three (3) of the members shall 
be appointed to serve from the first day of June, 1961, through the 
31st day of May, 1965. All members of the Board shall serve without 

compensation, but shall be reimbursed for necessary and proper ex- 
penses incurred while actually engaged in the performance of then- 
duties as members. 

(c) Seal. The Board sh^ll have an official seal bearing the inscrip- 
tion Board of Building, Savings and Loan Association Commissioners 
of the State of Maryland." 

(d) Oath. Each member of the Board and the Director and Deputy 
Director of the Department shall take and subscribe the oath pre- 
scribed by the Constitution, to be administered by the clerk, or one of 
the sworn deputies, of the circuit court of the county or the Superior 
Court of Baltimore City, according to the residence of each appointee. 

(e) Powers and Duties. (1) The Board shall elect a chairman, vice- 
chairman and secretary; shall adopt regulations for the holding and 
conducting of meetings and for holding hearings concerning all matters 
within its powers; and shall keep a record of all meetings and trans- 
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actions. Regular meetings shall be held as provided in the regulations 
and special meetings may be called by the chairman or upon request 
of any three members of the Board. q 

«™, T!le Bo:U'd sha11 submit. within thirty (30) days after the 

of fiv m mg 0f 1,16 BOard' a list to the Governor of the names of five (5) persons qualified as herein set forth and competent in the 

torT ft .Tt1" P.rf0rm 016 dutieS and functi°ns 01 th= Direc- tor. Thereafter the Board shall submit to the Governor such a list not 

ess than thu-ty (30) days before the date of the expiration of the 
term of appointment of the Director, or, in the case of vacancy, withta 

fifteen (15) days of the occurrence of said vacancy. 

(3) The Board shall have full power to: 

(i) advise and make recommendations to the Director on all and 
ny questions within the scope of authority of the Director; 

(n) submit to the Governor proposed amendments to the build- 
ing, savings and loan laws of Maryland which it deems desirable; 

(m) establish methods and standards (1) to be used in makine 
examinations of associations, (2) for the valuation of assets of associa 
tions and (3) for advertising and promotional activities by associations- 

tinJ t0 T1*6' ad0pt' m0dify and amend such rules and regula- tions as may be reasonable and necessary to carry out the provifLs 
or Uns Article, and to define any terms used therein as ^ may 
relate to or affect associations. 

(f) Disqualification,-A member of the Board having any interest 

°r co"nectlon with an association as shareholder, director mort- 
gagor, attorney or otherwise shaU not pass on any order or sit'in anv 
hearing affecting such association. 

161F. OATHS; SUBPOENAS. 

(a) Power to administer and issue. At any hearing before the 
Board provided for in Section 161H of this Artide, the UTor iv 

member thereof shall have the power to administer o^ths. In connec- 

thTJt1 ^ SUd\hearinS, the Board may issue subpoenas to compel 
menu tinCe teslim0ny of witnesses or the production of docu- ments, either on the Board's own motion or at the request of any 

mtervenor or party, which subpoenas shall extend to all parts of the 
State and shall be issued and signed by the Director or by any member 

noticp8 f ^ ^ 6 Board sha11 have Power on motion after due 
that h" gr CaUSe'10 quash 0r modify any subPoena on the ground 
Suhno 13 UndUly burdensome. unreasonable or oppressive Subpoenas shall be served personally through the sheriff's office in the 
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city or county in which service can be made, or by any person of 
lawful age. 

(b) Failure to comply. If a person upon whom a subpoena has 
been properly served fails to obey its command, without reasonable 
cause, or if a person in attendance before the Board shall, without 

reasonable cause, refuse to be sworn or examined, or answer a ques- 
tion, or produce a book or paper when ordered to do so, pursuant to 
subpoena, the Board may, and upon request of any party to proceed- 
ings before the Board, shall apply to any judge of the Supreme Bench 
of Baltimore City or <5f the circuit court of any county, upon proof 
by affidavit of the fact, for a rule or order returnable within not less 
than two (2) nor more than five (5) days, directing such person to 
show cause before the judge who made the order, or any other judge 
of the same bench or circuit, why he should not be adjudged guilty 
of a contempt and punished as contempts are punishable by courts of 
record; upon the return of such order, the judge, before whom the 
matter shall come on for a hearing, shall examine under oath such 
person and such person shall be given an opportunity to be heard 
in his own defense; and if the judge shall determine that such person 
has refused, without reasonable cause or legal excuse, to be examined 
or to answer a legal or pertinent question, or to produce a book, paper 
or other document whiclvhe was ordered to produce; he may forthwith- 
find the offender in contempt of court. 

(c) Required to testify. No person shall be excused from testify- 
ing or from producing any books or papers or documents at any hear- 
ing before the Board, when ordered to do so by the Board, upon the 
ground that the testimony or evidence, books, papers or documents 
required of him may tend to incriminate him or subject him to penalty 
or forfeiture; but no person shall be prosecuted, punished or sub- 
jected to any penalty or forfeiture for or on account of any act, trans- 
action, matter or thing concerning which he shall, under oath, have, 
by order of the Board, testified to or produced documentary evidence 
relative thereto, provided, however, no person shall be exempt from 
prosecution unless he shall first have asserted his constitutional rights 
and privileges; and provided, however, that no person so testifying 
shall be exempt from prosecution or punishment for any perjury com- 
mitted by him in his testimony. 

161G. DEPARTMENT AND DIRECTOR. 

(a) Establishment, Appointment, Qualifications and Tenure. The 
Department of Building, Savings and Loan Associations is hereby 

i) f 
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established The head of the Department, with general powers of 
administration shall be the Director, who shall be appointed by the 
Governor as of the first day of July, 1961, and each sixth (6th) year 
hereafter from the list of five (5) persons submitted to him by the 

Board pursuant to Section 161E of this Article. Each of the persons 

offiT T T ShaU have at least five (5) experience as an officer du-ector or attorney of a building association chartered or incor- 

TtL7 0f the State 0f Maryland or as an employee 
sLnl^V eaCh f0r at least the five (5) previous years 
n- t t resident and registered voter of Maryland. The irector shall hold office for six (6) years and until his successor shall 
have been duly appointed and qualified. The Governor may remove 
the Director for official misconduct, incompetency or neglect of duty 

Any vacancy in the office of Director shall be filled by the Governor 

°rrsn 6 unexPired Portion of the term from a list of names of qualified pe ons as aforesaid to be submitted pursuant to Section 161E hereof 

A H te his entire time t0 the duties of his office nd shall be paid such salary as may be provided for in the budget 

(b) Bond. The Director shall give bond to the State of Maryland 

Is theT'0UHt ^ twenty.thousand donars ($20,000.00) and in such form 

discharge rf MT and C0nditi0ned uPon •"OP" *•"* faithful 

accrJ0!- *3owe™' director shall have general supervision over all 

—r i are subject to the provisions of this Article by use 
! Powers conferred upon him by law. The Director may pass such 

"ff?317 40 COmPel any aSSOciation: (1) to comply 
of fti State WC'mSt"U,t,°n and byIawsi <2)to comply with the laws this State to carry out the purposes of this sub-title; (3) to comply 

of th" i0"5 38 may be adoPted Pursuant to the provisions 
Dirprtn511^" n ^ n0 SUCh order sha11 become effective until the Director shall have first given the directors of such association or their 

to be at a time and place desig- 

161H. ORDERS; HEARINGS. 

ContZtS 0/ 0rdeT; finality without hearing. 'Every communi- 

inl ^^8 ^ 0' an 0rder 10 "y association sha^bjTZ- 

of anSll h the,I?lrector statin8 » ^tail the violation complained of and shall be sent by registered mail to the association affected there- 

by addressed to the president thereof at the home om^f Z ^sZ 

or aTth5 ^ !he latest records on file with the Department r, at the request of said association, to such person as may be 
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designated by the association to the Director. Such communication 
shall include the designation of a time and place for a departmental 
hearing before the Director, which shall in no event be less than twenty 
(20) days from the date of the mailing of such order. If, at such time 
and place, no one appears on behalf of the association, the order shall 
become final. 

(b) Appeal to and hearing before the Board. If, after depart- 
mental hearing, the Director issues an order relative to the subject 
matter of such hearing, such order shall be mailed, registered mail, 
return receipt requested, to the association affected thereby, as pro- 
vided in sub-section (a) hereof, and such order shall become final 
unless the association affected thereby shall file with the Board an 
appeal within twenty (20) days from the date of mailing of such 
order. Within thirty (30) days after the filing of such appeal, the 
Board shall hold a hearing. A record may be made by the Board of 
all testimony and proceedings at such hearing. Within thirty (30) 
days after such hearing the Board shall determine whether said order 
shall be sustained, rejected or modified, and the Board shall pass a final 
order in the matter and shall mail a copy thereof by registered mail 
as hereinbefore provided for the mailing of orders. 

(c) Appeal from order of the Board. The association affected or 
the holders of at least ten per cent (10%) of the value of the free shares 
of said association shall have the right within thirty (30) days of the 
date of mailing of any final order of the Board to appeal from such 
order by filing a petition in the Circuit Court of Baltimore City or in 
the circuit court for the county in which the principal Maryland office 
of the association is located. Such petition for appeal shall set forth 
the action appealed from and the basis for the appeal; copies of the 
petition shall be served upon the Board and all other parties of record. 

(d) Judicial review. The court to which the appeal is taken shall 
hear the matter de novo, without a jury, and the parties may call 
such witnesses and introduce such evidence as may be proper in the 
premises. The court may affirm, reverse, or modify the order appealed 
from, or remand the case to the Board for further proceedings as may 
be required. An appeal may be taken from the decision of the court 
hearing said appeal to the Court of Appeals of Maryland by any party 
to the proceedings in the same manner as other appeals are taken from 
decrees or orders of courts. 

(e) Stay. No appeal shall stay the operation of any final order 
of the Board unless ordered by the court in which the appeal is pend- 
ing and upon such terms and conditions as the court may prescribe. 

9 -58.1 



1611. DEPUTY DIRECTOR, EMPLOYEES AND EXAMINERS. 

(a) Appointment. The Director, with the approval of the Board, 
shall appoint a Deputy Director, examiners and such number of addi- 

tional employees of the Department of Building, Savings and Loan 
Associations as may be provided for in the budget. The appointment 
of all examiners and employees, other than the Deputy Director, 
shall be from the classified service of the State of Maryland, and in 

accordance with the rules and practice of the merit system. The Deputy 
Director shall be appointed and hold office at the will of the Director, 
and the provisions of Article 64A of this Code, title, "Merit System,"' 
shall not apply. 

(b) Merit System. The Director at his discretion may appoint 
the Deputy Director from among the classified employees in the De- 

partment, and if such appointee is subsequently removed from or 
ceases to hold his position as Deputy Director, he shall be restored 
to the merit system status in the position held by him at the time 
of his appointment as Deputy Director. 

(c) Disqualification. The Director, Deputy Director and exam- 
iners shall not be officers, directors, attorneys, employees or agents 
of, or in any manner be interested in, any association, except that they 
may-be holders of free share accountsr 

(d) Deputy Director to act for Director, give bond. In the absence 
of the Director or upon proper delegation by him, the Deputy Director 
shall act in the place and stead of the Director and in so acting shall 
have the same powers and duties as the Director. The Deputy Director 
shall give bond to the State of Maryland in the same amount and 
upon the same conditions as that required of the Director. 

161J. INFORMATION TO BE CONFIDENTIAL. 

The Director and his Deputy, examiners and employees shall keep 
confidential any information obtained in an examination, except when 
the public duty of such persons requires them to report upon and to 
take official action regarding the affairs of the association examined. 
When the Director by and with the consent of the Board deems it to 
the interest of the public, he may publish the results of the examination 
of an association in one or more newspapers of general circulation in 
the city or counties in which such association is located or doing busi- 
ness. This provision shall not prevent the proper exchange of infor- 
mation relating to building, savings and loan associations, and to their 
business, with the representatives of building, savings and loan asso- 
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ciations of this or other states or with the representatives of the 
Federal Home Loan Bank Board. 

161K. CONSERVATORSHIP. 

(a) Director to order discontinuance o/ illegal practice. If the 
Director, as a result of any examination or from any report made to 
him, shall find that any association is violating the provisions of its 
articles of incorporation or by-laws, or the laws of this State, or of 
the United States, or any lawful order of the Director, he shall, by 
written order, state the alleged violation therein, together with the 
facts alleged to constitute such violation, and direct discontinuance of 
such violation and conformance with all requirements of law. 

(b) Conservator. In the event that any association shall fail or 
refuse to carry out any final order, and should the Board believe that 
the public interest may be served by the appointment of a conservator, 
it is authorized, acting through the Attorney General, to apply to an 
equity court for the city or county where the association has its prin- 
cipal Maryland office for the appointment of a conservator. Such 
court is authorized to appoint a conservator if it finds that such 
association: (1) is in an impaired or insolvent condition; or (2) is in 
substantial violation of any valid and applicable law or regulation; 
or (3) is concealing any of its assets, books or records; or (4) is 
conducting an unsafe or unsound operation. The Director or his 
Deputy, or examiner, or any other responsible person may be appointed 
by the court as conservator, and a certified copy of the order of the 
court making such appointment shall be evidence thereof, and such 
conservator shall have the power and authority provided in this sub- 
title and such other power and authority as may be expressed in the 
orders of the court. Such conservator shall endeavor promptly to 
remedy the situations complained of in the petition for his appoint- 
ment and may recommend plans of reorganization, composition or 

rearrangement of the affairs of such association. Within six (6) months 
of the date of such appointment, or within such time as the court 
may order, such association shall be returned to its board of directors 
and thereafter shall be managed and operated as if no conservator 
had been appointed, or a receiver shall be appointed as hereinafter 
provided. If the Director, or his Deputy, or examiner is appointed 
conservator, he shall receive no additional compensation, but if another 
person is appointed, then the compensation of the conservator, as 
determined by the court, shall be paid by the association. A certified 
copy of the order of the court discharging such conservator and 

^8+s- 
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returning such association to its directors shall be sufficient evidence 
thereof. 

(c) Powers of conservator. By order of the appointing court, any 

conservator appointed shall have all the rights, powers, and privileges 
possessed by the officers, board of directors, and members of the 
association. 

(d) Special counsel, expenses. Unless directed otherwise by order 
of the appointing court, the conservator shall not retain special counsel, 
or incur any expenses other than normal operating expenses or liqui- 
date assets except in the ordinary course of operations. 

(e) Removal of any officer, director or employee. The directors 
and officers of any association for whom a conservator has been 

appointed as provided herein shall remain in office and the employees 
of such association shall remain in their respective positions; however, 
by order of the appointing court, upon recommendation of the Board! 
the conservator may remove any director, officer, or employee. 

(f) Operation of association. By order of the appointing court, 
while the association is in the charge of a conservator, members of 
such association shall continue to make payments to the association 
in accordance with "the terms and conditiorisTof-their contracts, and 

the conservator may permit free share account holders to withdraw 
their accounts from the association pursuant to the provisions of such 
order. The conservator shall have power to accept free share accounts 
and additions to free share accounts, but any such amounts received by 
the conservator may be segregated; if so ordered, such amounts shall 
not be subject to offset and shall not be used to liquidate any indebted- 
ness of such association existing at the time the conservator was 
appointed for it or any subsequent indebtedness incurred for the 

purpose of liquidating the indebtedness of any such association existing 
at the time such conservator was appointed. All expenses of the 
association during such conservatorship shall be paid by the association. 

161L. RECEIVERSHIP. 

(a) Appointment of receiver. If irregularities complained of in a 
final order are not corrected, or if any irregularities complained of 
in a petition for the appointment of a conservator are not corrected, 
or in the case of any emergency, the Board, if in its judgment the 
public interest requires, acting through the Attorney General, may 
apply to an equity court for the city or county where the association 
has its principal Maryland office for the appointment of a receiver. 
Such court is authorized to appoint a receiver if it finds that such 
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association: (1) is in an impaired or insolvent condition; or (2) is in 
substantial violation of any valid and applicable law or regulation; 
or (3) is concealing any of its assets, books or records; or (4) is con- 
ducting an unsafe and unsound operation. 

(t>) Procedure. The procedure in such receivership action shall 
be in all other respects in accordance with the practice in such court, 
including all rights of appeal and review provided by law. 

161M. INCORPORATION AND ORGANIZATION. 

(a) Selection of chairman of incorporators; capital required; 
general reserve fund. (1) Any number of persons, not less than five 
(5), who shall be at least twenty-one years of age and residents of 
this State, may hereafter associate as incorporators to establish a 
building or homestead association under this Article upon the terms 
and conditions and subject to the liabilities prescribed herein. The 

incorporators shall appoint one of their number as chairman of the 
incorporators. The incorporators shall pay in cash to such chairman 
as subscriptions to free share accounts of the proposed association, 
including that part of the original subscription paid by such chairman, 
an aggregate amount determined by the location of the principal office 
of the proposed association as follows: a minimum sum of ten thousand 
dollars ($10,000.00) in cities, towns or villages having up to fifteen 
thousand (15,000) inhabitants; a minimum sum of twenty-five thousand 
dollars ($25,000.00) in cities, towns or villages having more than fifteen 
thousand -<15,000) but less than one hundred thousand (100,000) 
inhabitants; a minimum sum of fifty thousand dollars ($50,000.00) in 
cities,-towns-or villages-having more than-one hundred thousand 
(100,000) inhabitants. The number of inhabitants of the city, town or 
village shall be determined by the Board in accordance with the latest 
federal census. 

(2) The incorporators, in addition to the payment of initial capital 
herein required, shall also pay or cause to be paid to the chairman of 
the incorporators in cash a sum equal to five per cent (5%) of the 
required initial capital, which amount, if the association be incor- 
porated, shall become and be credited to the contingent or general 
reserve fund of the association for a period of five (5) years or until 
the reserves of the association reach at least five per cent (5%) of 
the capital, whichever shall first occur. The incorporators shall also 
execute and deliver to the Director such assignment, pledge and 
delivery of accounts in such association in escrow, as the Director in 
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his discretion may require to guarantee such association against operat- 
ing deficits and against losses of any kind which exceed other reserves. 

(b) Expense fund for incorporation and organization. The incor- 
porators shaU create an expense fund in an amount not less than 
one-half (*S) of the minimum amount of free share subscriptions 

required to be paid in under sub-section (a)(1) hereof, which shall be 
m addition thereto, from which expense fund the expense of organiz- 
ing the association and its operating expenses may be paid until such 

time as its earnings are sufficient to pay its operating expenses in 
addition to such dividends as may be declared and paid or credited 
to its free share account holders from its earnings. The incorporators 
shall deposit to the credit of the chairman of the incorporators in cash 
the amount of the expense fund. The amounts contributed to the 

expense fund by the incorporators shall not constitute a liabUity of the 
association except as hereinafter provided. 

(c) Chairman of incorporators to procure surety bond. The chair- 
man of the incorporators shall procure from a surety company qualified 
to do business in the State of Maryland a surety bond in form approved 
by the Director m an amount at least equal to the amount subscribed 
by the incorporators plus the reserve and expense funds. Such bond 
shall name the Director as obligee and shall be delivered to him It 
shall guarantee the safekeeping of the funds subscribed and their 
delivery to the association after the issuance of the certificate of incor- 

poration the event of the failure to complete organization, such 
bond shall guarantee the return of the amounts collected to the respec- 

tive subscribers or their assigns, less reasonable expenses which shall 
be deducted from the expense fund. 

^ (d) Repayment of contributions made to expense fund. Contri- 
butions made by the incorporators to the expense fund may be re- 
paid pro rata to the contributors from the net earnings of the 
association after provision for statutory reserves and declaration of 

dividends of not less than two per cent (2%) on free share accounts. 
In case of the liquidation of an association before contributions to 

the expense fund have been repaid, any contributions to the expense 
fund remaining unexpended, after the payment of expenses of liqui- 
dation, all creditors, and the withdrawal value of all free share 
accounts, shall be repaid to the contributors pro rata. The books of 
the association shall reflect the expense fund. Contributors to the 
expense fund shall be paid dividends on the amounts paid in by them 
and for such purpose such contributions shall in all respects be con- 
sidered as free share accounts of the association. 

14 5S-!o 
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(e) Filing articles; approval or refusal; fees; appeal; refund. (1) 

The articles of incorporation shall be executed in triplicate by t e 
persons joining therein before any officer authorized to take acknowl- 
edgments, and then filed with the Board for examination. The Board 

shall thereupon ascertain from the best sources of information at its 
command, and by such investigations it may deem necessary, whether 
the character, responsibility and general fitness of the persons named 
in such articles are such as to command confidence and warrant belief 
that the business of the proposed association will be honestly and 
efficiently conducted in accordance with the intent and purposes of 

this sub-title and whether the public convenience and advantage -will 
be promoted by allowing such proposed association to engage in busi- 
ness. The Board shall publish the fact that such application has been 
made for at least two (2) successive weeks after its filing, in a news- 
paper of general circulation in the city, town or county in which the 
principal office of the proposed association is to be located, and shall 
give such other notice as may be desirable. After the Board shall 
have satisfied itself by such investigation whether it is expedient and 
desirable to permit such proposed association to engage in business, 
it shall have power to require such changes in said articles as it may 
deem necessary. It shall within sixty (60) days after the date of the 
filing of such articles for examination, endorse upon each of the copies 
thereof over its official signature, the word "approved" or the word 
"refused" with the date of such endorsement. In case of refusal it 

shall return one of the copies so endorsed to the chairman of the 
proposed incorporators. -In case of approval, one copy shall be retained 

by the Board; the remaining copies shall be returned to the chairman 
aforesaid of which one shall be filed for record in the office of the 
clerk of the circuit court for the county in which the principal office of 
the association is to be located, or in the office of the clerk of the 
Superior Court of Baltimore City, when the principal office of the 
association is to be located in said city, and one shall be filed with 

the State Department of Assessments and Taxation. The corpora- 
tion so formed shall have no legal existence until all copies of 
the articles of incorporation have been filed for record as herein 

—directed. The fee for filing such articles of incorporation with the 
Board shall be one hundred dollars ($100.00), and for filing amend- 
ments to the articles of incorporation, ten dollars ($10.00), all such 
fees to be collected by the Board. 

(2) Any endorsement shall constitute an order within the mean- 
ing of Section 161H of this Article and shall be subject to the appeal 

15 
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provisions of said Section except that the right of appeal hereby 
granted shall extend to the applicant or any person feeling himself 
aggrieved by any endorsement. 

(3) Upon final refusal to grant the proposed articles of incor- 
poration, the chairman of the incorporators shall refund to the in- 
corporators all funds deposited by them in accordance with this 
Section, subject to the payment of all expenses. The Director shall 
release the bond delivered to him in accordance with sub-section (c) 
hereof upon satisfactory assurance of such payment and refund. 

(f) Forfeiture of charter for non-use. Any association heretofore 
formed which shall not actively engage in business by receiving money 
for free share accounts and making mortgage loans or making a bona 
fide commitment in writing for a mortgage loan within ninety (90) 
days after the effective date of this Section, and any association here- 
after formed which shall not actively engage in business by re- 
ceiving money for free share accounts and making mortgage loans 
or making a bona fide commitment in writing for a mortgage loan 
within ninety (90) days after the date upon which its legal corporate 
existence shall begin, shall forfeit its legal corporate existence unless 
the Board before the expiration of said ninety-day period, upon written 
application stating reasons for such delay, shall have approved the 
extension of time within which it may commence business. Upon such 
forfeiture, the articles of incorporation shall expire, and all action 
taken in connection with the incorporation thereof, except the pay- 
ment of all fees, shall become void. Amounts credited on free share 
accounts less expenditures authorized by law shall be returned pro- 
rata to the respective holders thereof. 

161N. INDICATION OF A BUILDING OR HOMESTEAD 
ASSOCIATION. 

(a) Name indicating association. The name of the corporation 
shall be such as to indicate that it is a building, savings and loan or 
homestead association. This provision shall be deemed to be complied 
with if the name contains the words "savings association", "building 
association", "savings and loan association", "building and loan associa- 
tion", "building and homestead association" or any combination of these 
words. The name need not be such as to indicate that it is a corporation. 

(b) Conformity. Only those building, savings and loan or home- 
stead associations which conform to the provisions of this Article shall 
be entitled to call themselves savings associations, building associa- 
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1610. CHARTER AMENDMENT 

13 40 SeCti°DS 10 ^ 
the State Department of Assessments and Taxa'uoZ"" ^ ^ With 

161P. ONLY ONE CLASS .OF STOCK. 

fore or Jiereaftergfon^^Su^er1^rs X-t10reSv,ead association hereto- 
one kind or class of sharesZ /to* l*'T^ 0r issue only 
or stock shall have equal rights as tnw ^ holders o{ such shares 
any association heretofore or hereafter forai^TIf ^ aSSetS, and 

accepting subscriptions to and naVm ♦ sha11 have power of 
shares or stock t,

0n fCC0Unt 0f ^ numb« <>' 

notwithstanding any limitation on ,h ? C0rP0rate action, 
authored by the existtr^^rot^n.^ " St0Ck 

161Q. MEMBERSHIP AND VOTING RIGHTS. 

under this from"'"?, ^ hereafter formed 

persons assuming or obligated uoon in j associations, and all 
ciations shall be members thereof and ^ "v116" by SUch asso- 
securing loans made by such assiciatinnc ^°nS. ying 11,6 Property 
have the privilege of su^MS 40 SU

(
Ch'oa- ^ 

of such associations; each borrowed^ ^ 
each owner shall be entitled to one vote as such h n 3 ''nd 

owner. Shareholders, with the excenaL J £? bo™wer, obligor or 
titled to one vote for each share d borrowers, shall be en- 

161R. BY-LAWS; COPY AND FILING 

any ' C,T ^ -d 

pursuant to Section 48 of this Article shSlT to. ^ atrue c°Py 
within ten (10) days of such request Wlth ^ Director 

161S. FINANCIAL STATEMENT 

SO pr?v!dSty
dte by-w LU"tZ0r hreStead —or if 

or cause to beprepar^ 
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m a form prescribed or approved by the Director, which shall be sub- 

T ^ e, aimUal meetinS of the shareholders and filed within 

iTt? J t th!reafter at ^ Principal office of the association m the State A certified copy of the statement shall be filed with the 

irector withm twenty (20) days after the annual meeting of the 
shareholders. A statement of condition of the association shall be 
delivered to any member upon request. 

161T. MANAGEMENT; DIRECTORS. 

The business and affairs of every association of this State shall 

ba ma„aged by a board of not less than five (5) nor more than 

fZ sLi the direCt0rS Sha11 be bona fide ^Wents of this State, except that up to one-third (%) of the directors of said 

board may be residents of states adjacent to Maryland, or the District 

of Columbia Such non-resident directors shall be approved by the 
Board as qualified to serve as such directors. 

161U. CONSOLIDATION; MERGER. 

anV ^ aSSOCiation sha11 have Power to consolidate or merge with any other incorporated association in this State as provided by this 
Article for corporations having capital stock, upon first securing 
approval of the Director. Any association of this State shall have thf 
power to partially liquidate, dissolve or reorganize pursuant to the 

Snon T™3 °f. ^ Artlcle Pertaining to corporations of this State 
upon first filing its proposed plan of partial liquidation, dissolution 

to ^8a3T T the Director and securing his prior approval to so do. Any document required by this Article to be filed with the 

fhfn Assessments and Taxation shall be approved by the Director and so certified. Any association aggrieved by any action 
or non-action of the Director under this Section may appeal therefrom 

to oTd^ ^ aPPeal provisions of 161H relating 

161V. PROHIBITED TRANSACTIONS. 

(a) Loan to officer, director or employee. It shall be unlawful 
for any association to make a loan to any of its officers, directors or 

employees, or to any corporation or business in which any officer 
director or employee, or any member of the family of such officer' 
director or employee, owns an interest of ten per cent (10%) or more' 

except upon the security of the home or free share accounts in the 
association of such officer, director or employee, provided that any 
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not exceed ninety 

ssj - =^r 

appraiser appointed by the Director and ^S)3 approved 1^ said IJ^ector^ 

(c) Purchase at less than face value It ^Vmii Ko ^ ^ 

free share account or evidence thereof issued S ^0^^ any 

161W. WITHDRAWAL. 

(a) Procedure; limitation or withdrawal. Any free 

^any part ^fhis^^h 3 application ior withdrawal of aH 

accordanrp witVi +v»?c c +* * ststGd smount in 
at cancei "■ 

drawal, an association shall pay the value of anv fr00 cV, 

^^uebythtonda0n' ^ n0t taw®! 
pay in full each and every appUcatonas^'present" U sLn h^ 

SWSL5 T ^ ^ aPP'-ationt flie L ful except by paying all applications on file on the ratable or nm r*tJ 

^SSSe^ fot~ ^ ^ Stan' 

in1 ' «• »y one 

ZTl ^fsicfn^ s
Wh~: o have filed written application for withdrawal shall remain free 

^J^sssss-^m 
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creditors. The ratable or pro rata^l W Wln9 acc°unt holders not 
On the first day of each month 0f

1
Wlthdrawals « as follows: 

file since the first day of the preceding ^V^icafaon which has been on 
or pro rata share. At least orn^tv ^ rf/1?0* 1 be paid its ratable 

tion from its reCeiptS 0f the associa- 
of interest and expense accoLt nf edlng caIendar ^onth, exclusive 
day of each month to the payment"^ shaU be aPPlied on the first 
on file since the first day of the nr J "5 Which have been 

month each such applicatL sh,U Se'I ra'Sa SUCCeeding 

Of said receipts as aforesaid- each Jnh S
i
ratabIe or Pro rata share 

refiled the first of each succeeding month 1Catl0n sha11 be deemed 
Such limited payment on th* fi" ^ ° unless withdrawn in writing 

fag. shall r^' and SUCh r—ber 
as there are applications ^aid Jnv ^ subse^ent ^o^th as long 

drawals an amount larger than onp th may apply to with- 
said, but cannot obligate itself to do^ a ,0f SUCh receiPts as afore- 
an application for withdrawal as af 0 u notlces with respect to 
cant by mail at his ^ t0 the aPP^ 
person or by writing for such wither* i aPPhcant shall apply in 
from the date of such notice ^!o pavmenT'3 ^ *** (30) ^ 
tion shall be made, and such innUrs? t acc0unt of s^h applica- 
drawing members shall not at any th^e h h 6 CancelIed- Such with- 

association, either before or after thT r e
+
emed editors of said 

withdrawing members shall have no ri^ht f* + 
Wlthdraw> and said 

against said association for the repayment «rf * ^ ^ " equity 

be withdrawn unless and until a defa^H sLll ^ SOUght to 

as provided for above, and then onlv af i ^ ^ Said P3^6"^ 

secured pa^ente due as able p^idrf ' and t0 eXtent 0f «» 

161X definite rate securities forbidden. 

association shall issue cpii _ _ _ ,. . 

either to members or the public anv't^ V3 ^ advertise for sale 
than free share accounts No associate "h 1?1

Vestinent security other 

interest that is guaranteed or an am shaI1 agree to pay a rate of 
upon any free share accounts issued by™ T^S 'T* "l" " 

construed, however, to exclude thp ™ * Section shall not be 
money from banks, or other similar aSS0Ciati0n 10 borrow 

my INVESTMENTS OF ASSOCIATIONS. 

be made ^^"^i^or'homesteat^^s^^lio^^or^anke^unde^the 
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laws of this State, pursuant to Section 150 of this Article, every 
association shall have power to invest: 

(1) in such real estate as may be or reasonably anticipated to be 
necessary or convenient for the transaction of its business, and this 
shall include the power to derive revenue, by rental or otherwise, from 
any portion of such real estate; 

(2) in real estate purchased at auction sale, public or private, 
judicial or otherwise, ►upon which the association has lien or claim, 
legal or equitable; 

(3) in real estate accepted by-the association in satisfaction of 
any obligation; 

(4) in real estate acquired by the association in exchange for 
real estate owned by the association; 

(5) in real estate acquired by the association in connection with 
salvaging the value of property owned by the association; 

(6) in chattels and equipment necessary to conduct its business. 

(b) Title to and location of property. Title to all real estate shall 
be taken and held in the name of the association. The real or lease- 
hold property securing any mortgage authorized by Section 150 of this 
Article shall be situate in this State or within a fifty (50) mile radius 
of the principal Maryland office of the association. Such mortgage shall 
be a first lien upon such real or leasehold property except that such 
mortgage may be a second lien if the first lien on said property is held 
by the association. 

161Z. PROMOTIONAL ACTIVITIES PROHIBITED. 

After the effective date of this Section, an association shall not 
give for the opening of, or increasing the amount of, any account, any 
give-away that has a monetary value in excess of two dollars and fifty 
cents ($2.50), provided, however, that the Board shall have full power 
and authority to change this amount by appropriate regulation. The 
monetary value of any give-away so given shall be the cost thereof to 
the association and the association shall keep in its records for a period 
of at least two (2) years suitable evidence of such cost. If the give- 
away is purchased or obtained by the association together with, in 
connection with, or at the same time as another item or other items 
from the same supplier, not identical therewith, such value shall be 
deemed to be the then current regular selling price or charge of the 
supplier on separate sales or disposition thereof in the quantity in- 
cluded, and the association shall in such case obtain, and keep in its 
records for a period of at least two (2) years, a signed statement by 
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foregoing3provision^'ofthfe Section 'T ^ used ^ the 
sell or dispose of for less than f it m glVe" 111631,5 to give, to 

defined, « anyV^ent or ValUe " "ef^e 
wise, for repurchase or redemotion T ^ contlngent or other- 

promise, or agree to do ™ S S f " ^ 0r Partia1' 0r to offer, 
means any money, property service n^t^' term "Siv^way" 

tangible or intangible The term "arr 1 0+»er 0f Value, whether 
of an association^ wh^oeve, class'7d ^ ^ aCC0Unt 

account, investment certificate ,V,a 
or designation, accounts, share 

-count of the credit to the 
by the association. ^ than Credlt on acco"nt of a loan 

161AA. REVIVAL OF CHARTER. 
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161CC. FREE SHARE ACCOUNTS AS LEGAL INVESTMENTS. 

(a) Fiduciary accounts. Any association may accept free share 
accounts in the name of any administrator, custodian, executor, 
guardian, trustee, or other fiduciary in trust for a named beneficiary 
or beneficiaries. Any such fiduciary shall have power to vote as a 
member as if the membership were held absolutely, to open and to 
make additions to, and to withdraw any such account in whole or in 
part. The withdrawal value of any such account, and dividends 
thereon, or other rights relating thereto may be paid or delivered, in 
whole or in part, to such fiduciary without regard to any notice to 
the contrary as long as such fiduciary is ■ living. The payment or 
delivery to any such fiduciary or a receipt or acquittance signed by 
any such fiduciary to whom any such payment or any such delivery 
of rights is made shall be a valid and sufficient release and discharge 
of an association for the payment or delivery so made. Whenever a 
person holding an account in a fiduciary capacity dies and no written 
notice of the revocation or termination of the fiduciary relationship 
shall have been given to an association and it has no notice of any 
other disposition of the beneficial estate, the withdrawal value of such 
account, and dividends thereon, or other rights relating thereto may, 
at the option of the association, be paid or delivered, in whole or in 
part, to the beneficiary or beneficiaries. Whenever an account shall be 
opened by any person, describing himself in opening such account as 
trustee for another and no other or further notice of the existence and 
terms of a legal and valid trust than such description shall have been 
given in writing to the association, in the event of the death of the 
person so described as trustee, the withdrawal value of such account 
or any part thereof, together with the dividends or interest thereon, 
may be paid to the person for whom the account was thus stated to 
have been opened, and such account and all additions thereto shall 
be the property of such person. The payment or jdelivery to any such 
beneficiary, beneficiaries or designated person, or a receipt or acquit- 
tance signed by any such beneficiary, beneficiaries or designated person 
for any such payment or delivery shall be a valid and sufficient release 
and discharge of an association for the payment or delivery so made. 
No association paying any such fiduciary or beneficiary in accordance 
with the provisions of this Section shall thereby be liable for any 
estate, inheritance or succession taxes which may be due this State. 

(b) Legal investments. Administrators, executors, custodians, 
guardians, trustees, and other fiduciaries of every kind and nature, 
insurance companies, business and manufacturing companies, banks, 
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credit unions and all other types of financial institutions charitable 
educational, eleemosynary and public corporations and organizations' 

officiTn^K and 0therPUbliC corPorations and bodies, and public 

funds heirb/r aUth0riZed and ^ ^ tunds held by them, without any order of any court in free share 

suoerv idlng 0r homestead associations which ^re under state supervision, and in accounts of federal savings and loan associations 
organized under the laws of the United States and under federal 
supervision, and such investment shall be deemed and held to be leeal 

dia„efrM f0r ^ With re^' to investments by^ custo- 

"banks 1 homeStead Nations are hereby deemed to be 

Gif^oMtao"i5te mean,ng 0' that ^ aS the 

are suDnwT".^ suPP,eme""■,• The provisions of this Section 

wharsS^Un^^ent^rL'r re,ating * ^ 
zations, and omcLs 

161DD. APPORTIONMENT OF PROFITS. 

Of (3
he b0ard.0t directors of any association shall apportion the Drofits of the association, at least annually and as much rLe XnTfhe 

by-laws may prescribe; and each apportionment shall he 

accordance with the following procedure: ^ 

,'9! aUocation first shall be made to the reserve fund (2) Additional allocations then may be made to such scecial re. 

serves as the boara of directors may establish or may have esEliId 
(3) Dividends then may be declared on all free share account, m 

association. ^ ^ Pr0Visi0nS of ^ ***** the by-laws of the 

subj^t 0f SUCh Pr0fitS may ^ held 35 "divided profits," subject to use in the same manner as profits generally. 

161EE. RESERVES. 

(a) Minimum allocation. Each association chaii h* 

fund to which the board of directors shall allocatfsuk ^rVonTnhe 
association's profits as the board may determine- excent ££« S 
the total amount of such reserve is Ls th^ 

aggregate withdrawal value of the association's free shaie ^coul 

be' not' f reSerVe UPOn eaCh 'PPortionment of profits shall not less than ten per cent (10%) of the profits being apportioned, 
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or such lesser portion as will increase such reserve to the required 
total amount. 

(b) Special reserves. The board of directors may establish and 
maintain such special reserves as they may deem advisable, to provide 
for losses or liabilities; and losses may be charged to such reserves as 
the board of directors may determine. 

16 IFF. DIVIDENDS. 

(a) Determined-by board of directors; restrictions. Subject to 
the restrictions set forth in this Article and the association's by-laws, 
the board of directors from time to time may determine the rate 
and the amount of dividends to be paid on free share accounts. Hew-, 
ever, the declaration of dividends on free share accounts shall be 

subject to the following restrictions: (1) If the total amount of the 
reserve fund is less than that required in Section 161EE of this Article, 
no dividends shall be declared until the allocation provided by said 
Section has first been made; (2) Dividends shall not be paid at any 
time or under any circumstances from capital or unearned surplus. 

(b) Small accounts.. A dividend need not be allocated to any free 
share account which has a withdrawal value of less than ten doUars 
($10.00) on the record date with respect to which the dividend is paid. 

(c) Resolution governing dividends. The board of directors shall 
determine by resolution the method of calculating the amount of any 
dividend on free share accounts, and the date on which the same is to 
be declared or credited; but no payment or credit shall be made more 
than ten (10) days before the end of any apportionment period. 

161GG. EXPENSES AND MEMORANDUM OF SETTLEMENT. 

Every association may require borrowing members to pay all 
reasonable expenses incurred in connection with the making, closing, 
disbursing, extending, readjusting, releasing or renewing of real estate 
loans; provided, however, that no expenses or changes shall be made 
which violate the usury laws of this State. At each and every settle- 
ment there shall be furnished to the borrower a memorandum of 
settlement which shall show in detail each and every change made in 
connection with said settlement. 

161HH. FRANCHISE TAX. 

Every federal and domestic building, savings and loan or home- 
stead association and foreign association admitted to do business in 
this State shall pay annually for the use of the State, in addition to 
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any other tax imposed by law, a franchise tax to the amount of one- 
one hundredths of one per cent (Vioo of. 1%) of the aggregate with- 
drawal value of its free shares purchased in the State of Maryland, 
and shall certify the said amount due to the State to the Comptroller 
of the Treasury as other state taxes. Such tax shall be payable with- 
out interest at any time on or before April 15, of each and every year, 

commencing on April 15, 1962, and if such tax be not paid as above 
provided, then the said tax shall thereafter bear interest at the rate 
of one-half of one per cent (% of 1 %) for each month or fraction of a 
month, and if such tax be not paid before the first day of December 
following, a penalty of five per cent (5%) on the amount thereof shall 
be added. Provided, however, that if by reason of any law of any 
foreign jurisdiction an association chartered in this State and doing 
business in such other jurisdiction is required to pay a franchise tax 
to said foreign jurisdiction based upon its free shares purchased in the 

State of Maryland, then the tax imposed by this section shall be 
reduced to the extent of such additional franchise tax so paid to said 
foreign jurisdiction. 

161II. SEVERABILITY. 

If any provision of this sub-title or the application thereof to any 
person or circumstance is held invalid, such invalidity shall not affect 
the other provisions or any other application of this sub-title which 
can be given effect without the invalid provision or application, and 
to this end, the provisions of this sub-title are declared to be severable. 

161JJ. CONFORMITY. 

Sections 161A through 161JJ of this Article shall be considered 
as additions to all existing laws covering or affecting building, savings 
and loan or homestead associations, or associations using any combina- 
tion of these names, and shall replace and prevail over such existing 
laws to the extent that the provisions of these Sections are contra- 
dictory or inconsistent, but only to the extent of such contradiction or 
inconsistency, and such existing laws, subject to the above provisions, 
shall be and remain in full force and effect as if these Sections had 
never been enacted. 
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Senate of Maryland 

NO. 254 

PRESIDENT AND SENATORS NORTH AND NORTHROP— 
Banking, Insurance and Social Security 

By the SENATE, February 1, 1961. 

Introduced, read first time and referred to the Committee on Banking, 
Insurance and Social Security. 

By J. WATERS PARRISH, Secretary. 

A BILL 

ENTITLED 

AN ACT to add new Sections 161A-161KK to Article 23 of the Anno- 
tated Code of Maryland (1957 Edition), title "Corporations", sub- 
title "Building or Homestead Associations", to follow immediately 
after Section 161 thereof, providing generally for the organization, 
incorporation, operation, conduct, regulation of and supervision 
over the savings and loan business, which is known generally as 
the building, savings and loan or homestead business; providing 
further for the investments, withdrawal of accounts, taxation, 
membership, promotional activities, management and functions- 

of such businesses, including class and type of securities, and 
allocation of profits, reserves and dividends; providing for the 
branching, consolidation, merger, dissolution, and revival of such 
businesses; malting provision for conservators and receivers for 
such businesses; exempting accounts of such businesses from 
"Blue Sky Law"; creating a Board of Building, Savings and Loan 
Association Commissioners, and making provision for the mem- 
bers of such Board and for their qualifications, tenure, powers 
and duties; creating a Department of Building, Savings and Loan 
Associations,-providing for-a-Director and for other officers and 
employees of this Department, and making provision for the ap- 
pointment, duties, compensation, policy, powei^s and duties of all 
such officers and employees of this Department; providing methods 
for compliance with stock class requirements; providing penalties 
for failure or refusal to comply with certain provisions of this 
Act; and relating generally to the organizations and businesses 
known generally as building, savings and loan or homestead busi- 
nesses in this State. 

1 SECTION 1. Be it enacted by the General Assembly of Maryland, 
2 That new Sections 161A-161KK be and they are hereby added to 
3 Article 23 of the Annotated Code of Maryland (1957 Edition), title 
4 "Corporations", sub-title "Building or Homestead Associations" to 
5 follow immediately after Section 161 thereof, and to read as follows: 

Explanation: Italics indicate new matter added to existing law. 
[Brackets] indicate matter stricken from existing law. 
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2 • SENATE BILL NO. 254 

1 161 A. POLICY. 

2 It is the declared policy of this State that: 

S (a) The savings and loan business, otherwise known as the builds 
It ing, savings and loan or homestead business, which is within the 
5 scope of this Article, has so expanded in recent years and has become 
6 so integrated vnth the financial institutions of this State and is so 
7 important as a method of promoting home ownership and thrift, 
8 that such business is affected with a public interest and shall be 
9 supervised as a business affecting the economic security and general 

10 welfare of the people of this State; 

11 (b) Such business shall be conducted only by associations or- 
12 ganized and conducted in accordance with the authority provided by 
IS this Article; 

H (c) The number and minimum size of the associations conducting 
15 such^ business shall be controlled in the interest of securely and 
16 efficiently serving the needs of the localities in which they operate; 

17 (d) The public interest requires the promotion and fostering of 
18 the building, savings and loan or homestead business and the assur- 
19 ance of its financial stability; 

20 (e) Such associations shall be organized for the purpose of ac- 
21 cepting free share accounts and making loans to their members; 

22 (f) In order to achieve the aforesaid purposes and policy, it is 
23 necessary that all associations shall have only one kind or class of 
2b shares or stock and that all the holders of such shares or stock shall 
25 have equal rights as to voting, earnings, and assets; 

26 . (ff), In order to further the policies herein expressed, the provisions 
27 of this Article applicable to associations shall be liberally construed 
28 to promote and foster the purposes of such associations. 

1 16IB. APPLICATION OF PROVISIONS. 

^ i( (a) Definition of "association." As used in this sub-title, the word 
8 association" shall mean building, savings and loan or homestead 
U association or any other similar association by whatever name called. 

5 (b) Domestic and foreign associations. The provisions of this 
6 Article shall apply to all associations heretofore or hereafter or- 
7 ganized under .the laws of this State; and to all foreign associations 
8 duly authorized to do business in this State; 

9 (c) Federal associations. Unless Federal laws or regulations pro- 
10 vide otherwise. Federal associations incorporated pursuant to the 
11 Homeowners Loan Act of 1988, as amended, aiid their members shall 
12 be subject to the provisions of this sub-title and shall possess all of 
18 the rights, powers, privileges, immunities and exemptions granted 
lb by this Article to associations operating hereunder and to the mem- 
15 hers thereof. 

1 161C. PROHIBITIONS. 

2 (a) Who may transact business. No person or group of persons 
8 except (1) an CLssodation duly incorporated under Sections 161A 
4 through 161KK of this Article, or (2) an association duly incorpo- 
5 rated prior to the enactment of the aforesaid Sections and conducted 
6 in conformity with the aforesaid Sections, or (8) a Federal associa- 
7 tion, ^ or (b) a foreign association duly authorized to do business 
8 within this State and complying and conducting its business in con- 
9 formity with the aforesaid Sections, shall transact busin-ess within 
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10 the scope of this sub-title or do business under any name or title 

12 giv^anv informaV ^ advertisin9 or any representation or 
15 imvli^ the n^ r < an^ .?J
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Jt6 dollars ($10,000.00) in cities, towns or villages having up to fifteen 
U7 thousand (15,000) inhabitants; twenty-five thousand dollars ($25,- 
45 OOO.OO) in cities, towns or villages having more than fifteen thousand 
49 (15,000) but less than one hundred thousand (100,000) inhabitants; 
50 fifty thousand dollars ($50,000.00) in cities, towns or villages having 
51 one hundred thousand (100,000) or more inhabitants. The number 
52 of mhabitants of the city, town or village shall be determined by 
53 the Board in accordance with the latest federal census. Any associa- 
5^ tion not complying with the foregoing minimum requirements on 
55 the effective date of this section shall comply within ninety (90) 
56 days from such effective date. 

57 (2) If any association fails to comply with the provisions of sub- 
58 section (c) (1) hereof, the Attorney General may, and upon notifica- 
59 tion by the Board shall, institute proceedings against such associa- 
60 tion as provided in Section 84 of this Article. 

1 161E. BOARD QF COMMISSIONERS. 

2 (a) Established. The Board of Building. Savings and Loan As- 
3 sociation Commissioners (referred to herein as the "Board") is 
U hereby created with the powers and duties specified in this sub-title 
5 and with such powers as may be necessary and proper to the full 
6 and effectual execution of the purposes of this Article relative to 
7 associations. 

8 (b) Composition, Appointment, Qualifications and TenureThe 
9 Board of Building, Savings and Loan Association Commissioners 

10 shall consist of seven (7) members who shall be appointed by the 
11 Governor with the advice and consent of the Senate. Each of the 
12 members shall have been a resident and registered voter of the State 
IS of Maryland and engaged as an officer, director or attorney of a 
14 building association, the principal place of business of which is 
15 located in this State, for at least the five (5) year period next pre- 
16 ceding his appointment. At least four (4) of the members shall 
17 have been actively engaged as an officer, director or attorney of a 
18 building association chartered or incorporated under the laws of 
19 the State of Maryland, free share accounts of which are not in- 
20 sured. At least two (2) of the members shall have been actively en- 
21 gaged as an officer, director or attorney of an association free share 
22 accounts of which are insured by an instrumentality of the United 
28 States Government. At least three (3) of the members shall be resi- 
24 dents of Baltimore City. At least three (3) of the members shall 
25 be residents of the counties of Maryland. However, one (1) of the 
26 members shall be selected from the public at large and the require- 
27 ment that such member shall have been an officer, director or at- 
28 tomey of an association shall not apply. Not more than four (4) 
29 of such members shall be of the same politieal party. The term of 
30 office of the members of said Board shall be four (4) years, com- 
31 mencing on the first day of June next ensuing their respective ap- 
32 pointments, except as hereinafter provided, and such members shall 
33 hold office until their respective successors have been appointed and 
34 qualified. Any vacancy on the Board shall be filled by the Governor 
35 for the unexpired term created thereby. Initially, three (3) of the 
36 members shall be appointed to serve from the first day of June, 
37 1961, through the Slst day of May, 1963, and four (4) of the mem- 
38 bers shall be appointed to serve from the first day of June, 1961, 
39 through the Slst day of May, 1965. All members of the Board shall 
40 serve without compensation, but shall be reimbursed for necessary 
41 and proper expenses incurred while actually engaged in the per- 
42 formance of their duties as members. 
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8 request of any intervenor or party, which subpoenas shall extend to 
9 all parts of the State and shall be issued and signed by the Director 

10 or by any member of the Board. The Board shall have power on 
11 motion after due notice, for good cause, to quash or modify any 
12 subpoena on the ground that such subpoena is unduly burdensome, 

unreasonable or oppressive. Subpoenas shall be served personally 
1U through the sheriff's office in the city or county in which service 
15 can be made, or by any person of lawful age. 

16 (b) Failure to comply. If a person upon whom a subpoena has 
17 been properly served fails to obey its command, without reasonable 
18 cause, or if a person in attendance before the Board shall, without 
19 reasonable cause, refuse to be sworn or examined, or answer a ques- 
20 tion, or produce a book or paper when ordered to do so, pursuant to 
21 subpoena, the Board may, and upon request of any party to pro- 
22 ceedings before the Board, shall apply to any judge of the Supreme 
23 Bench of Baltimore City or of the circuit court of any county, upon 
24 proof by affidavit of the fact, for a rule or order returnable within 
25 not less than two (2) nor more than five (5) days, directing such 
26 person to show cause before the judge who made the order, or any 
27 other judge of the same bench or circuit, why he should not be ad- 

on 3^dged guilty of a contempt and punished as contempts are punish- 
on ? / courts of record; upon the return of such order, the judge, 30 before whom the matter shall come on for a hearing, shall examine 
31 under oath such person and such person shall be given an oppor- 
32 tunity to be heard in his own defense; and if the judge shall de- 
38 termine that such person has refused, without reasonable cause or 

or excuse, to be examined or to answer a legal or pertinent ques- 35 tion, or to produce a book, paper or other document which he was 
86 ordered to produce, he may forthwith find the offender in contempt 
87 of court. * 

38 (c) Required to testify. No person shall be excused from testifying 
89 or from producing any books or papers or documents at any hearing 
UO before the Board, when ordered to do so by the Board, upon the 
41 ground that the testimony or evidence, books, papers or documents 
42 required of him may tend to incriminate him or subject him to 
43 penalty or forfeiture; but no person shall be prosecuted, punished 
44 or subjected to any penalty or forfeiture for or on account of any 
45 act, transaction, matter or thing concerning which he shall, under 
46 oath have, by order of the Board, testified to or produced docu- 
47 mentary evidence relative thereto, provided, however, no person 
48 shall be exempt from prosecution unless he shall first have asserted 
49 his constitutional rights and privileges; and provided, however, that 
50 no person so testifying shall be exempt from prosecution or punish- 
51 ment for any perjury committed by him in his testimony. 

1 161G. DEPARTMENT AND DIRECTOR. 

2 (a) Establishment, Appointment, Qualifications and Tenure The 

/ of Building Savings and Loan Associations is hereby 
k The head of the Department, with general powers of 5 administration, shall be the Director, who shall be appointed by the 

7 0f //rf- faK 0£ July> 1961 • and each 81x1)1 (6th) year 
ft a W f l13* 0f fi™ (5) persons submitted to him by 8 the Board pursuant to Section 161E of this Article. Each of the 
9 persons named on such list shall have at least five (5) years' ex- 

pen^nce as an officer, director or attorney of an association chartered 
or incorporated under the laws of the State of Maryland or as an 
employee of the Department and each for at least the five (5) 
previous years shall have been a resident and registered voter of 

15 hi/luccelso^sMltZe*^^ Ini VqZlifel The 

32 583b 

9 
10 
11 
12 
18 
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Govern07 may remove the Director for official misconduct, incom- 

SSrS Vil n/h A 0Lduiv• Any vacancy in the office of Director 
fioi n Govf™°r for the unexpired portion of the term from a list of names of qualified persons as aforesaid, to be sub- 
mitted rmrstusint. f.n Sonti'r™ 1 Clip I. t mi. . ti- . ' . .. . SU0 

16 
17 
18 
19 
on ' -V/ j" — yuu-ujicu, persons as ajoresaid. to be <tvh. 

21 Z t0JeCJT 161E hereof' The Director shdevote 21 his entire time to the duties of his office and shall be paid such sal- 
22 ary as may be provided for in the budget. 

11 ^^ZZ'oTtl SSSf ^ C°nm™i ™ xzts 

27 
28 
29 
SO 
81 
32 

assoiiatinrro „ Director shall have general supervision over all 
™ whlch "re subject to the provisions of this Article bv use of the powers conferred upon him by law. The Director mav 
pass such orders as he deems necessary to compel any association • 

COvfc X Wi charter, constitution and by-laws• (2) to 
SS ZZaie mt'T3 ° thifStuU U, carry out the purpSs 'of'tHU 
Si mjil nZ't i A comply With such regulations as may be adopted 
^ KT i provisions of this sub-title. But, no sLh order 

trlrtnll0™? eff{ctlve until. ^ Director shall have first given the 
tunitvtn hi h" j association, or their representatives, an oppor- tunity to be heard at a time and place designated by the Director. 

161H. ORDERS; HEARINGS. 

(a) Director to order discontinuance of illegal practice If the 

to rhimT'^iia'/eflfu ?f any examination or from any report made o him, shall find that any association is violating the provisions nf 

tu ivtTZSi 2 %&!££ 

of uiw* violation and conformance with all requirements 

cation ^v^the efft?'hearin9- Every communi- 
writina SLi hi thi n T 0r?e?. to any association shall be in 
pSnrt of and ^ Stat^g in detail the violation com- 

19 commuStion sZlHndute It t0}he D.irect°r- Such 
20 for a Ft ^ 

U th° ot 'ifLSiZ 
M Of the amcbJl, the Ji^lSbe^me "" 

(c) Appeal to and hearing before the Boar/1 if „ ft » . 

ss %as£r?r£rh sr »r 4#' ^ ^ 
return receipt reauested tnthlnJlf-l- ™axled> registered mail, 
viiei m J-sZZ ffi heStf ITtZ 115 ^ 
unless the association affected iherebv^*hnll tfr S^ ,?ec?)

TOe 

appeal within twenty (20) days from th? lift Wf v-e Board an 

order. Within thirty (SO) davs afteTth* fif H mat,ltng of such 

Board shall hold a hearina A record hi"9 0J T0*1 appeal' the 

all testimony and vroceedinnt at turh h • made by the Board of 
days after sucTCring th! Bo^d shZTZ, ^ <so> 
orter shoU be ^tainel, rejecteTor 

33 5837 

35 
36 
37 

2 
3 
U 
5 
6 
7 
8 
9 

10 of law. 
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12 
13 
U 
15 
16 
17 
18 

U 
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26 
27 
28 
29 
50 
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36 pass a final order in the matter and shall mail a copy thereof by 
37 registered mail as hereinbefore provided for the mailing of orders. 

38 (d) Appeal from order of the Board. The association affected 
39 or the holders of at least ten per cent (10%) of the par value of the 
bO free shares of said association shall have the right within thirty (30) 
41 days of the date of mailing of any final order of the Board to ap- 
42 peal from such order by filing a petition in the Circuit Court of Bal- 
43 timore City or in the circuit court for the county in which the prin- 
44 cipal Maryland office of the association is located. Such petition for 
45 appeal shall set forth the action appealed from and the basis for 
46 the appeal; copies of the petition shall be served upon the Director 
47 and all other parties of record. 

48 (e) Judicial review. The court to which the appeal is taken shall 
49 hear the matter de novo, without a jury, and the parties may call 
50 such witnesses and introduce such evidence as may be proper in the 
51 premises. The qpurt may affirm, reverse, or modify the order ap- 
52 pealed from, or remand the case to the Board for further proceedings 
53 as may be required. An appeal may be taken from the decision of 
54 the court hearing said appeal to the Court of Appeals of Maryland 
55 by any party to the proceedings in the same manner as other ap- 
56 peals are taken from decrees or orders of courts. 

57 (f) Stay. No appeal shall stay the operation of any final order 
58 of the Board unless ordered by the court in which the appeal is 
59 pending and upon such terms and conditions as the court may pre- 
60 scribe. 

1 161-1. DEPUTY DIRECTOR, EMPLOYEES AND EXAMINERS. 

2 (a) Appointment. The Director, with the approval of the Board, 
3 shall appoint a Deputy Director, examiners and such number of 
4 additional employees of the Department of Building, Savings and 
5 Loan Associations as may be provided for in the budget. The ap- 
6 pointment of all examiners and employees, other than the Deputy 
7 Director, shall be from the classified service of the State of Mary- 
8 land, and in accordance vnth the rules and practice of the merit 
9 system. The Deputy Director shall be appointed and hold office at 

10 the will of the Director, and the provisions of Article 64A of this 
11 Code, title, "Merit System," shall not apply. 

12 (b) Merit System. The Director at his discretion may appoint 
13 the Deputy Director from among the classified employees in the 
14 Department, and if 'such appointee is subsequently removed from 
15 or ceases to hold his position as Deputy Director, he shall be restored 
16 to the merit system status in the position held by him at the time 
17 of his appointment as Deputy Director. 

18 (c) Disqualification. The Director, Deputy Director and examiners 
19 shall not be officers, directors, attorneys, employees or agents of, 
20 or in any manner be interested in, any association, except that they 
21 may be holders of free share accounts. 

22 (d) Deputy Director to act for Director, give bond. In the absence 
23 of the Director or upon proper delegation by him, the Deputy Di- 
24 rector shall act in the place and stead of the Director and in so 
25 acting shall have the same powers and duties as the Director. The 
26 Deputy Director shall give bond to the State of Maryland in the same 
27 amount and upon the same conditions as that required of the Di- 
28 rector. 

1 161J. INFORMATION TO BE CONFIDENTIAL. 

2 The Director and his Deputy, examiners and employees shall keep 
3 confidential any information obtained in an examination, except 

34 "5'8 3 6 
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U when the public duty of such persons requires them to report upon 
5 and to take official action regarding the affairs of the association 
6 examined. When the Director by and with the consent of the Board 
9 deems it to the interest of the public, he may publish the results of 

10 the examination of an association in one or more newspapers of 
11 general circulation in the city or counties in which such association 
12 is located or doing business. This provision shall not prevent the 
13 proper exchange of information relating to associations, and to their 
U business, with the representatives of associations of this or other 

16 B^atd ^ representatives of the Federal Home Loan Bank 

1 161K. CONSERVATORSHIP. 

2 
3 

(a) Conservator In the event that any association shall fail or 
refuse to carp out any final order, and should the Board believe that 

\ interest inay be served by the appointment of a conservator 5 it is authorized, acting through the Attorney General, to apply to an 
6 equity court for the city or county where the association has its 
7 principal Maryland office for the appointment of a conservator, 
e buch court is authorized to appoint a conservator if it finds that 
9 such associations: (1) is in an impaired or insolvent condition; or 

10 (2) is tn substantial violation of any valid and applicable law or 

11 reBrffl^l9n' or (8) is concealing any of its assets, books or records- 
10 {■ n conducting an unsafe or unsound operation. The Director 18 or his Deputy, or examiner, or any other responsible person may be 
U appointed by the court as conservator, and a certified copy of the 

1 * C0Urt T*1™? ^ "Wointnent shall be evidence thereof 6 and such conservator shall have the power and authority provided 
17 in this sub-title and such other power and authority as may be ex- 

19 ordirs.^ t}}f c°urt. Such conservator shall endeavor ' 19 promptly to remedy the situations complained of in the petition for 
20 his appointment and may recommend plans of reorganization com- 
21 position or rearrangement of the affairs of such association. Within 

91 Sn* !h m0IL ^ the date of such appointment, or within such time 23 as the court may order, such association shall be returned to its 
24 board of directors and, thereafter shall be managed and operated as 

Ifi yjh cor}*e™ator b*1* been appointed, or a receiver shall be appointed 26 as hereinafter provided. If the Director, or his Deputy, or examiner 
27 w appointed conservator, he shall receive no additional compenSn 

Iq ™ "pointed, then the compensation of the 
m a ^ determined by the court, shall be paid by the associa- 
*1 f C0FV 0f the order 0f the court discharging such 
H hTi 'ff — 01'* ani retu™tn0 pich association to its directors shall 32 be sufficient evidence thereof. 

33 (b) Powers of conservator. By order of the appointing court, any 
34 conservator appointed sfudl have all the rights, powers, and privl 
35 leges possessed by the officers, board of directors, and members of 
36 the association. J 

H SPecia! ^nsel, expenses. Unless directed otherwise by order 38 of the appointing court, the conservator shall not retain special 
39 counsel, or incur any expenses other than normal operating ex- 
40 penses, or liquidate assets except in the ordinary course of operations. 

*1 (f) Removal of any officer, director or employee. The directors 
7? _ of ^ association for whom a conservator has been 43 appointed as provided herein shall remain in office and the employees 

A IL L ass°ctatt™ shall remain in their respective positions; how- 
Lfi 0f t f aPPolntxnO court, upon recommendation of the 46 Hoard, the conservator may remove any director, officer, or employee. 

Yo OP^Konof association. By order of the appointing court, 48 while an association is in the charge of a conservator, members of 

Uv- 35 
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J,9 such association shall continue to make payments to the association 
50 in accordance with the terms and conditions of their contracts, and 
51 the conservator may permit free share account holders to withdraw 
52 their accounts from the association pursuant to the provisions of 
53 such order. The conservator shall have power to accept free share 
5Jf accounts and additions to free share accounts, but any such amounts 
55 received by the conservator may be segregated; if so ordered, such 
56 amounts shall not be subject to offset and shall not be used to liquidate 
57 any indebtedness, of such association existing at the time the con- 
58 servator was appointed for it or any subsequent indebtedness in- 
59 curred for the purpose of liquidating the indebtedness of any such 
60 association existing at the time such conservator ivas appointed. All 
61 expenses of the association during such conservatorship shall be 
62 paid by the association. 

1 161L. receivership. 

2 (a) Appointment of receiver. If irregularities complained of in 
3 a final order are not corrected, or if any irregularities complained of 
U in a petition for the appointment of a conservator are not corrected, 
5 or in the case of any emergency, the Board, if in its judgment the 
6 public interest requires, acting through the Attorney General, may 
7 apply to an equity court for the city or county where the association 
8 has its principal Maryland office for the appointment of a receiver, 
9 who may be the Director. Such court is authorized to appoint a 

10 receiver if it finds that such association: (1) is in an impaired or 
11 insolvent condition; or (2) is in substantial violation of any valid 
12 and applicable law or regulation; or (S) is concealing any of its 
IS assets, books or records; or (1*) is conducting an unsafe and unsound 
lb operation. 

15 (b) Procedure. The procedure in such receivership action, shall 
16 be in all other respects in accordance with the practice in such 
17 court, including all rights of appeal and review provided by law. 

1 161M. INCORPORATION AND ORGANIZATION. 

2 (a) Selection of chairman of incorporators; subscriptions required; 
S general reserve fund. (1) Any number of persons, not less than five 
U (5), who shall be at least twenty-one (21) years of age, citizens of 
5 the United States and bona fide residents of this State, may hereafter 
6 associate as incorporators to establish an association under_ this 
7 Article upon the temis and conditions and subject to the liabilities 
8 prescribed herein. The incorporators shall appoint one of their num- 
9 ber as chairman of the incorporators. The incorporators shall pay 

10 in cash to such chairman as subscriptions to free share accounts of 
11 the proposed association, including that part of the original sub- 
12 scription paid by such chairman, an aggregate amount, determined 
IS by the location of the principal office of the proposed association, as 
1U follows: a minimum sum of ten thousand dollars ($10,000.00) in 
15 cities, towns or villages having up to fifteen thousand (15,000), 
16 inhabitants; a minimum sum of twenty-five thousand dollars ($25,- 
17 000.00) in cities, towns or villages having more than fifteen thousand 
18 (15,000) but less than one hundred thousand (100,000) inhabitants; 
19 a minimum sum of fifty thousand dollars ($50,000.00) in cities, 
20 towns or villages having one hundred thousand (100,000) or more 
21 inhabitants. The number of inhabitants of the city, town or village 
22 shall be determined by the Board in accordance with the latest federal 
23 census. The minimum aggregate amount of free share accounts 
24 hereinbefore provided shall be maintained at all times by any asso- 
25 ciation incorporated hereunder. 

26 (2) The incorporators, in addition to the payment of initial sub- 
27 scriptions to free share accounts herein required, shall also pay or 

3G 58 
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28 cause to be paid to the chairman of the incorporators in cash a sum 
29 equal to six per cent (6%) of the required initial subscriptions, which 
50 amount, if the association be incorporated, shall become and be 
51 credited to the general reserve fund of the association for a period 
32 of five (5) years or until said general reserve fund, less the amount 
S3 required to be paid under this sub-section, reaches at least six per 
86 cent (6%) of the withdrawal value of the association's free share 
85 accounts, whichever shall first occur. The incorporators shall also 
36 execute and deliver to the Director such assignment, pledge and 
37 delivery of accounts in such association in escrow, as the Director 
38 in his discretion may require to guarantee such association against 
39 operating deficits arid against losses of any kind tvhich exceed other 
UO reserves. This sub-section shall not be construed as applying to asso- 
1>1 ciations in existence at the effective date of this sub-section. 

42 (b) Expense fund for incorporation and organization. The in- 
43 corporators shall create an expense fund in an amount not less than 
44 one-half (/{) of the minimum amount of free share subscriptions 
45 required to be paid in under sub-section (a) (1) hereof, which shall 
46 be in addition thereto, from which expense fund the expense of or- 
47 ganizing the association and its operating expenses may be paid 
48 until such time as its earnings are sufficient to pay its operating 
49 expenses in addition to such dividends as may be declared and paid 
50 or credited to its free share account holders from its earnings. The 
51 incorporators shall deposit to the credit of the chairman of the in- 
52 corporators in cash the amount of the expense fund. The amounts 
53 contributed to the expense fund by the incorporators shall not con- 
54 stitute a liability of the association except as hereinafter provided. 

55 (c) Chairman of incorporators to procure surety bond. The chair- 
56 man of the incorporators shall procure from a surety company quali- 
57 fied to do business in the State of Maryland a surety bond in form 
58 approved by the Director in an amount at least equal to the amount 
59 subscribed by the incorporators plus the reserve and expense funds. 
60 Such bonds shall name the Director as obligee and shall be delivered 
61 to him. It shall guarantee the safekeeping of the funds subscribed 
62 and their delivery to the association after the issuance of the certifi- 
es cate of incorporation. In the event of the failure to complete or- 
64 ganization, such bond shall guarantee the return of the amounts 
65 collected to the respective subscribers or their assigns, less reasonable 
66 expenses which shall be deducted from the expense fund. 

67 (d) Repayment of contributions made to expense fund. Contri- 
68 butions made by the incorporators to the expense fund may be repaid 
69 pro rata to the contributors from the net earnings of the association 
70 after provision for statutory reserves and declaration of dividends 
71 of not less than two per cent (2%) per annum on free share accounts. 
72 In case of the liquidation of an association before contributions to 
73 the expense fund remaining unexpended, after the payment of ex- 
74 penses of liquidation, all creditors, and the withdrawal value of all 
75 free share accounts, shall be repaid to the contributors pro rata. The 
76 books of the association shall reflect the expense fund. Contributors 
77 to the expense fund shall be paid dividends on the accounts paid in 
78 by them and for such purpose such contributions shall in all respects 
79 be considered as free share accounts of the association. 

80 (e) Filing articles; approval or refusal; fees; appeal; refund. 
81 The articles of incorporation shall be executed in duplicate by the 
82 persons joining therein before any officer authorized to take ac- 
8S knowledgments, and then filed with the Board for examination. The 
84 fee for filing such articles of incorporation with the Board shall be 
85 one hundred dollars ($100.00), to be collected by the Board. The 
86 Board shall publish the fact that such application has been made for 
87 at least two (2) successive weeks after its filing, in a newspaper 

on 5-841 
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88 of general circulation in the city, town or county in which the prin- 
89 cipal office of the proposed association is to be located, and shall set 
90 a time for a public hearing on such application which shall be held 
91 no later than thirty (SO) days after the date of the filing of such 
92 articles for examination. At such hearing the Board shall ascertain 
93 from the best sources of information at its command whether the 
91> character, responsibility and general fitness of the persons named 
95 in such articles are such as to command confidence and warrant be- 
96 lief that the business of the proposed association will be honestly 
97 and efficiently conducted in accordance with the intent and purposes 
98 of this sub-title and whether the public interest, convenience and 
99 advantage will be promoted by allowing such proposed association 

100 to engage in business. The Board shall have the power to require 
101 such changes in the articles filed for application as it deems neces- 
102 sary. Within sixty (60) days after the date of the filing of such 
103 articles for examination, and after the public hearing referred to in 
104 this sub-section has been held, the Board shall pass an order approv- 
105 ing or refusing the application, and such order may be subject to 
106 an appeal by the applicant or any person feeling himself aggrieved 
107 by the passage of such order, in accordance with the provisions and 
108 conditions of Section 161H of this sub-title. When the time for 
109 filing an appeal to such an order referred to in this sub-section has 
110 expired, the Board shall endorse upon each copy of the articles filed 
111 for examination, over its official signature, the word "approved" 
112 or the word "refused" with the date of such endorsement. In case of 
113 refusal it shall return one of the copies so endorsed to the chairman 
1U of the proposed incorporators. In case of approval, one copy so en- 
115 dorsed shall be retained by the Board; the remaining copy so en- 
116 dorsed shall be returned to the chairman aforesaid who shall file that 
117 copy with the State Department of Assessments and Taxation in 
118 accordance with the provisions of this Article. The corporation so 
119 formed shall have no legal existence until all copies of the articles of 
120 incorporation have been filed for record as herein directed. 

121 (2) Upon final refusal to grant the proposed articles of incorpora- 
122 tion, the chairman of the incorporators shall refund to the incorpo- 
123 rato'rs all funds deposited by them in accordance with this Section, 
12U subject to the payment of all expenses. The Director shall release the 
125 bond delivered to him in accordance with sub-section (c) hereof upon 
126 satisfactory assurance of such payment and refund. 

127 (f) Forfeiture of charter for non-use. Any association heretofore 
128 formed which shall not actively engage in business by receiving 
129 money for free share accounts or making mortgage loans within 
130 ninety (90) days after the effective date of this Section, and any 
131 association hereafter formed which shall not actively engage in busi- 
132 nessby receiving money for free share accounts or making mortgage 
133 loans within ninety (90) days after the dyte upon which its legal 
134 corporate existence shall begin, shall forfeit its corporate charter 
135 for non-use, upon entry of an order, in accordance with Section 161H 
136 of this Article, finding no just cause for failure so actively to engage 
137 in business and directing the association to cease and dissolve its 
138 business. A copy of such order shall, upon finality, be certified to 
139 the State Department of Assessments and Taxation and, from the 
UO time of receipt by said Department, the powers conferred by law 
IJtl upon the association shall be inoperative, null and void. 

1 161N. INDICATION OF A BUILDING OR HOMESTEAD AS- 
2 SOCIATION. 

3 (a) Name indicating association. The name of the corporation 
A shall be such as to indicate that it is a building, savings and loan or 
5 hoTucstcad dssocuztion. This provision shall be deevied to 06 coth- 
6 plied with if the name contains the words savings association , 
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7 "building association", "savings and loan association", "building and 
8 loan association", "building and homestead association" or any coni- 
9 bination of these words. The name need not be such as to indicate 

10 that it is a corporation. 

11 (b) Conformity. Only those building, savings and loan or home- 
12 stead associations which conform to the provisions of this Article 
IS shall be entitled, to call themselves savings associations, building as- 
1U sociations, savings and loan associations, building and loan associa- 
15 tions, building and homestead associations or any combination of 
16 said words. 

1 161-0. CHARTER AMENDMENT. 

2 Any amendment to the charter pursuant to Sections 10 through IS 
S of this Article shall be executed and filed with the Board in accord- 
It ance with the procedures set forth in sub-section 16lM(d) of this 
5 Article for the filing of articles of incorporation, except that the 
6 provision requiring newspaper publication of the fact of filing shall 
7 not apply The fee for filing articles of amendment with the Board 
8 shall be ten dollars ($10.00), to be collected by the Board. 

.1 161P. ONLY ONE CLASS OF STOCK. 

f t assocta?*on heretofore or hereafter formed under this Article 3 shall have or issue only one kind or class of shares or stock and all 
4 the holders of such shares or stock shall have equal rights as to 
5 voting earnings and assets, and any association heretofore or here- 
6 after formed shall have power of accepting subscriptions to and pay- 
7 ments on account of any number of shares of stock without limit 
8 and without other corporate action, notwithstanding any limitation 
9 on the number of shares or stock authorized by the existing charter 

10 of such association. 

1 161Q. MEMBERSHIP AND VOTING RIGHTS. 

2 All shareholders of associations heretofore or hereafter formed 

, una€r this Article and all borrowers from such associations and all 
4 persons assuming or obligated upon loans made or held by such as- 
5 sociations shall be members thereof, and all persons buying the 
6 property securing loans made by such associations subject to such 
7 bans shall have the privilege of such membership at all meetings of 
8 the members of such associations; each borrower and each obligor 
9 upon a loan and each owner shaU be entitled to one vote as such 

10 borrower, obligor or owner.- Shareholders, with the exception of 

12 enMkd to one vote for each fully paid share 

1 161R. BY-LAWS; COPY AND FILING. 

2 At the written request of the Director, a copy of the bv-laws and 
3 any amendments thereto of an association, certified to be a true 

I nPi H Se£X2?}8 of this Article> shal1 be filed with the 5 Director within ten (10) days of such request. 

1 161S. FINANCIAL STATEMENT. 

2 The president , of every association, or if so provided by the by- 

/ !^VSU80me 0ff*cfr thereof, shall prepare or cause to be pre- 
\ TP^red annually a statement of its financial condition in a form 5 prescribed or approved by the Director, which shall be submitted at 
6 the annual meeting of the shareholders and filed within twenty (20) 

days thereafter at the principal office of the association in the State 

n certified copy of the statement shall be filed with the Dire.r.tnr 9 within twenty (20) days after the annual meeting of the lhare 

5 8i 3 
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10 holders. A statement of condition of the association shall be delivered 
11 to any member upon request. 

1 16IT. MANAGEMENT; DIRECTORS. 

2 The business and affairs of every association of this State shall be 
S managed by a board of not less than five (5) nor more trmn fifteen 

(15) directors. All the directors shall be citizens of the United 
5 States and bona fide residents of this State, except that up to one- 
6 third (1/8) of the directors of said board may be residents of states 
7 adjacent to Maryland, or the District of Columbia. Such non-resi- 
8 dent directors shall be approved by the Board as qualified to serve 
9 as such directors. 

I 161U. CONSOLIDATION; MERGER; DISSOLUTION. 

£ (a) Approyal by Director. Any association shall have power to 
S consolidate or merge with any other incorporated association in this 
It State as provided by..this Article for corporations having capital 
5 stock, upon first filing its proposed plan of consolidation or merger 
6 with the Director and securing his approval thereof. Any associa- 
7 tion of this State shall have the power to partially liquidate, dis- 
8 solve or reorganize pursuant to the provisions of this Article per- 
9 taining to corporations of this State, upon first filing its proposed 

10 plan of partial liquidation, dissolution or reorganization with the Di- 
ll rector and securing his prior approval thereof. The Director shall 
12 approve any plan of consolidation, merger, liquidation, dissolution 
IS or reorganization filed with him if he finds that (1) any resulting 
Ut association meets all requirements of this Article relating to the 
15 formation of new associations; and (2) the plan is fair; and (8) 
16 the execution of the plan will promote the public interest, con- 
17 venience and advantage. The Director shall publish the fact that a 
18 plan has been filed for at least two (2) successive weeks after filing 
19 in a newspaper of general circulation in the city, town^ or county 
20 in which the principal office of each association named in the plan 
21 is located, and shall give such other notice as may be desirable. Upon 
22 approval of any plan aforesaid, the Director shall certify as ap- 
28 proved any documents required by this Article to be filed with the 
2U State Department of Assessments and Taxation. 

25 (b) Appeal. Any applicant or protesting association aggrieved by 
26 any action or non-action of the Director under this Section may ap- 
27 peal therefrom in accordance with the appeal provisions of Section 
£8 161H relating to orders. 

1 161V. BRANCH OFFICES. 

2 (a) Approval by Director. No domeslic association shall estab- 
8 lish, maintain or relocate any branch office without filing an applica- 
4 tion therefor with the Director and securing his prior approval 
5 thereof. Any application for the establishment, maintenance or re- 
6 location of a branch office shall state: (1) the proposed location 
7 thereof, (2) the need therefor, (8) the functions to be performed 
8 therein, (4) the estimated annual expense thereof, and (5) the mode 
9 of payment therefor. Such application shall be approved by the Di- 

10 rector if he finds that the proposed establishment, maintenance or 
II relocation of a branch office will promote the public interestcon- 
12 venience and advantage and whether such branch office will be 
18 efficiently operated in accordance with the policy of this sub-title. 
1U The Director shall publish the fact that such an application has 
15 been filed for at least two (2) successive weeks after filing in a 
16 newspaper of general circulation in the city, town or county in which 
17 the proposed branch office is to be located, and shall give such other 
18 notice as may be desirable. ^ ^ 5 § /! ^ 
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19 (b) Appeal. Any applicant or protesting association aggrieved by 
20 any action or non-actioyi of the Director under this Section may ap- 
21 peal therefrom in accordance with the appeal provisions of Section 
22 161H relating to orders. 

1 161W. PROHIBITED TRANSACTIONS. 

2 (a) Loan to officer, director or employee. It shall be unlawful for 
S any association to make a loan to any of its officers, directors or 
U employees, or to any corporation or business in which any officer, 
5 director or employee, or any member of the family of such officer, 
6 director or employee, ovms an interest of ten per cent (10%) or 
7 more, except upon the security of the home or free share accounts 
8 in the association of such officer, director or employee, provided that 
9 any such loan secured by any free share accounts shall not exceed 

10 ninety per cent (90%) of the withdrawal value thereof. 

11 (b) Exception. An association may make a loan prohibited by 
12 sub-section (a) hereof provided the loan is: (1) approved by a two- 
1S thirds (2/8) vote of the board of directors, any interested director 
14 taking no part in such vote, and (2) appraised by a disinterested ap- 
15 praiser appointed by the Director and (8) approved by said Director. 

16 (c) Purchase at less than face value. It shall be unlawful for any 
17 officer, director or employee of an association to have any interest, 
18 direct or indirect, in the purchase at less than its face value of any 
19 free share account or evidence thereof issued by such association. 

1 161X. WITHDRAWAL. 

2 (a) Procedure; limitation or withdrawal. Any free shareholder 
8 may at any time present a written application for withdrawal of 
U aU or any part of his free share accounts. No member shall have on 
5 file in any one association more than one application at a time. Every 
6 application shall request immediate withdrawal of a stated amount 
7 in accordance with this Section. Any member may cancel his ap- 
8 plication at any time in whole or in part in writing. Every associa- 
9 tion shall pay, or number, date and file in the order of actual receipt 

10 every withdrawal application. Withdrawals shall be made in the 
11 order of actual receipt of applications, except as provided in this 
12 Section. Upon withdrawal, an association shall pay the value of 
18 any free share account as determined by the board of directors, but 
lb not in excess of the withdrawal value thereof. If an association so 
15 elects, it may at any time pay in full each and every application as 
16 presented. It shall not, however, pay some in full unless it pays 
17 every application on file in-fuUj-except-by-paying-all-applications, on 
18 file on the ratable or pro rota plan prescribed in this Section. The 
19 board of directors shall, however, have an absolute right to pay 
20 upon any application not exceeding two hundred dollars ($200.00) 
21 to any one account holder in any one month in any order. No as- 
22 sociation shall obligate itself to pay withdrawals on any plan other 
28 than as provided in this Section. Free shareholders who have filed 
2U written application for withdrawal shall remain free share mem- 
25 bers as long as their applications remain on file. No dividends shall 
26 be declared on that portion of an account which has been noticed 
27 for withdrawal, which for dividend purposes is required to be de- 
28 ducted from the latest previous additions to such account, as long 
29 as such application is on file. 

80 (b) Plan of withdrawal; notices; withdrawing account holders not 
81 creditors. The ratable or pro rata plan of withdrawals is as follows: 
82 On the first day of each month, each application which has been on 
88 file since the first day of the preceding month shall be paid its ratable 
8J, or pro rata share. At least one-third (1/8) of the receipts of the 

n 
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35 association from its members during the preceding calendar month, 
S6 exclusive of interest and expense account payments shall be applied 
87 on the first day of each month to the payment of applications which 
38 have been on file since the first day of the preceding month. Each 
39 succeeding month each such application shall receive its ratable or 
W pro rata share of said receipts as aforesaid; each such application 
41 shau be deemed re filed the first of each succeeding month unless 
UZ withdrawn in writing. Such limited payment on the first of each 
43 month, and such renumbering, shall take place on the first day of 
44 each subsequent month as long as there are applications unpaid 
45 Any association may apply to withdrawals an amount larger than 
46 one-third (1/3) of such receipts as aforesaid, but cannot obligate 
47 itself to do so. All notices with respect to an application for with- 
48 drawal as aforesaid shall be sent to the applicant by mail at his last 
49 address. Unless the applicant shall apply in person or by writing 
50 for such withdrawal within thirty (30) days from the date of such 
51 notice, no payment on account of such application shall be made, 
52 ana such application shall be cancelled. Such withdrawing members 
53 shall not at any time be deemed creditors of said association, either 
54 before or after the notxee to withdraw, and said withdrawing mem- 
55 bers shall have no right of action at law or in equity against said 
56 association for the repayment of any amount sought to be withdrawn 
57 unless and until a default shall occur in said payments as provided 
58 for above, and then only at law, and to the extent of the secured 
59 payments due as above provided. 

1 161Y. DEFINITE RATE SECURITIES FORBIDDEN. 

I -11° afsocidtion shall issue, sell, negotiate, or advertise for sale 3 either to members or the public any type of investment security 
4 other than, free share accounts, "Christmas" and/or "vacation club" 
5 funds in account with it. No association shall agree to pay, on any 
6 free share account a rate or amount, in dividends or other distri- 
7 buttons, which is fixed. This Section shall not be construed, how- 
8 ever, to exclude the power of an association to borrow money from 
9 banks, or other similar borrowings. 

1 161Z. INVESTMENTS OF ASSOCIATIONS. 

* , f0wer to invest. In addition to the investments permitted to 3 be made by associations organized under the laws of this State, vur- 
4 suant to Section 150 of this Article, every association shall have 
5 power to invest: 

6 (1) in such real estate as may be or reasonably anticipated to be 
7 necessary or convenient for the transaction of its business, and this 
o shall include the power to derive revenue, by rental or otherwise 
9 from any portion of such real estate; - ' 

^ in re(£ e8taPe Purchased at auction sale, public or private, U judicial or otherwise, upon which the association has lien or claim 
12 legal or equitable; ' 

lS, ^ jV- rea* estate accepted by the association in satisfaction of anv 14 obligation; 

15 (4) in real estate acquired by the association in exchange for real 
16 estate oioned by the association; 

Vo (5) ?w reai estate acquired by the association in connection with 18 salvaging the value of property owned by the association; 

19 (6) in chattels and equipment necessary to conduct its business. 

20 Title to and location of property. Title to all real estate shall 
21 be taken and held in the name of the-association. The real or lease- 

42 
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22 hold property securing any mortgage authorized by Section 150 of 
23 this Article shall be situate in this State or within a fifty (50) mile 
2U radius of the principal Maryland office of the association. 

25 (c) Second mortgages. Any mortgage held by an association shall 
26 be a first lien upon such real or leasehold property except that such 
27 mortgage may be a second lien if the first lien on said property is 
28 held by the association. 

1 161AA. PROMOTIONAL ACTIVITIES PROHIBITED. 

2 After the effective date of this Section, an association shall not 
S give for the opening of, maintaining of, or increasing the amount of, 
U any account, any give-away that has a monetary value in excess 
5 of two dollars and fifty cents ($2.50), provided, however, that the 
6 Board shall have full power and authority to change this amount by 
7 appropriate regulation. The monetary value of any give-away so 
8 given shall be the cost thereof to the association and the association 
9 shall keep in its records for a period of at least six (6) years suit- 

10 able evidence of such cost. If the give-away is purchased or obtained 
11 by the association together with, in connection with, or at the same 
12 time as another item or other items from the same supplier, not 
13 identical therewith, such value shall be deemed to be the then cur- 
lb rent regular selling price or charge of the supplier on separate sales 
15 or disposition thereof in the quantity included, and the association 
16 shall in such case obtain, and keep in its records for a period of at 
17 least six (6) years, a signed statement by such supplier of such 
18 regular selling -price or charge. As used in the foregoing provisions 
19 of this Section, the term "give" means to give, to sell or dispose of 
20 for less than full monetary value as hereinbefore defined, or with 
21 any agreement or undertaking, contingent or otherwise, for repur- 
22 chase or redemption, whether total or partial, or to offer, promise, 
23 or agree to. do any of the foregoing. The term "give-away" means 
&U any money, property, service, or other thing of value, whether tang- 
25 ible or intangible. The term "account" means free share account 
26 of an association of whatsoever class or designation, accounts, share 
27 account, investment certificate, share subscription, and credit to the 
28 account of the maker thereof other than credit on account of a loan 
29 by the association. 

1 161BB. REVIVAL OF CHARTER. 

2 The charter of any association heretofore or hereafter forfeited 
S for non-payment of taxes, or failure to file an annual report with the 
U State Department of Assessments and Taxation, may, at any time, 
5 be revived as set forth in Section 85 of this Article, provided that 
6 the articles of revival shall first be approved by tjie Director under 
7 such terms and conditions as may be prescribed by regulations of 
8 the Board. Any association aggrieved by the action of the Director 
9 in declining to approve such articles or in conditioning his approval 

10 thereof may appeal from such action in accordance with the appeal 
11 provisions of Section 161H relating to orders. 

1 161CC. EXAMINATIONS. 

2 (a) Right to make. The Director shall examine, or cause an ex- 
3 ami-nation to be made into, the affairs of every association subject 
U to the provisions of this sub-title at least once every three (3) years, 
5 and at such other times as the Director may deem necessary. If an 
6 association is not audited at least once every three (3) years in a 
7 manner satisfactory to the Director, the examination of such asso- 
8 ciation may include an audit. The Director, the Deputy Director, 
9 or his examiner shall have free access to all books and papers of an 

10 association which relate to its business, and books and papers kept 

43 -5-847 
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11 by any officer, agent, or employee, relating to or upon which any 
12 record of its business is kept. 

13 (b) Federal examinations. The Director in lieu of such examina- 
14 tion and audit may accept an examination and audit made or accepted 
15 by a federal home loan bank, the Federal Home Loan Bank Board, 
16 or by the Federal Savings and Loan Insurance Corporation. 

1 161DD. APPORTIONMENT OF PROFITS. 

2 The board of directors of any association shall apportion the profits 
3 of the association, at least annually and as much more often as the 
U by-laws may prescribe; and each apportionment shall be made in 
5 accordance with the following procedure: 

6 (1) A proper allocation first shall be made to the general reserve 
7 fund. 

9 serves as the board of directors-may establish or may have estab- 
8 (2) Additional allocations then may be made to such special re- 

10 lished. 

11 (S) Dividends then may be declared on all free share accounts in 
12 accordance with the provisions of this Article and the by-laws of the 
13 association. 

14 (4) The residue of such profits may be held as "undivided profits," 
15 subject to use in the same manner as profits generally. 

1 161EE. RESERVES. 

2 (a) Minimum allocation. Each association shall maintain a general 
3 reserve fund xohich shall be used solely for the purpose of absorbing 
4 losses and to which the board of directors shall allocate such portion 
5 of the association's profits as the board may determine; except that 
6 whenever, the total amount of such reserve is less than six per cent 
7 (6%) of the aggregate withdrawal value of the association's free 
8 share accounts, the allocation to such reserve upon each apportion- 
9 ment of profits shall be not less than ten per cent (10%) of the profits 

10 being apportioned, or such lesser portion as will increase such reserve 
11 to the required total amount. 

12 (b) Special reserves. The board of directors may establish and 
13 maintain such special reserves as they may deem advisable to which 
14 charges may be made as the board of directors may determine. 

1 16IFF. DIVIDENDS. 

2 (a) Determined by board of directors; restrictions. Subject to the 
3 restrictions set forth in this Article and the association's by-laws, 
4 the board of directors from time to time may. determine the rate and 
5 the amount of dividends to be paid on free share accounts. However, 
6 the declaration of dividends on free share accounts shall be subject 
7 to the following restrictions: (1) If the total amount of the general 
8 reserve fund is less than that required in Section 161EE of this 
9 Article, no dividends shall be declared until the allocation provided 

10 by said Section has first been made; (2) Dividends shall not be paid 
11 (it any time or under any circumstances from capital or unearned 
12 surplus. 

13 (b) Small accounts. A dividend need not be allocated to any free 
14 share account which has a withdrawal value of less than twenty-five 
15 dollars ($25.00) on the record date with respect to which the dividend 
16 is paid. 

17 (c) Resolution governing dividends. The board of directors shall 
18 determine by resolution the method of calculating the amount of any 

58-18 
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« S^cZiiv^Ziur*13'and the iate °n whieh the - 

1 161GG. EXPENSES AND MEMORANDUM OF SETTLEMENT. 

2 Every association may require borrowing members to pay aU rea- 

, expenses incurred in connection with the making, closing 
i wwrsing, extending, readjusting, releasing or renewing of rail 
5 estate loans. At each and every settlement there shall be furnished 

7 jJi hoV'ow?r a memorandum of settlement which shall show in 7 detail each and every charge made in connection with said settlement. 
Nothing m this sub-title shall be construed as enlarging, changing 

9 modifying or amending the usury laws of this State. 

1 161HH. FRANCHISE TAX. 

2 federal and domestic association and foreign association ad- ■ 

Tr o, . bVf}n.ess m this State shall pay annually for the use of me btate, in addition to any other tax imposed by law, a franchise tax 
to tfte amount of one-one hundredths of one per cent (1 /100 of 1%) 
of the aggregate withdrawal value of its free shares purchased in the 

7 Mate of Maryland, said free shares to be totalled as of December SI 

a % aVr eXery vea7> and shaU certify the said amount due to the 9 btateto the Comptroller of the Treasury as other state taxes. Such 
tax shall be payable without interest at any time on or before April 
15, of each and every year, commencing on April 15, 1962, and if 
such tax be not paid as above provided, then the said tax shall there- 
after bear interest at the rate of one-half of one per cent (lA of 1 

0f a month, and if such tax be not paid u£fOTP. LftP. nfsf /T/T1/ f\/ T}/3/*£>/vy\ —   lA f f 

10 
11 
12 
IS 

r? the {i™1 ^av0t[December folio wing'1 pe^dty 7f five per S 
£ itV-*0? am°unt thereof shall be added. Provided, however, 
18 law of^any foreign jurisdiction an associa- 
19 

tion chartered in this State and doing business in such other juris- 
dictum is required to pay a franchise tax to said foreign jurisdiction 

20 based upon its free shares purchased in the State of Maryland, then 

H imposed by this section shall be reduced to the extent of such 
aaaitional franchise tax so paid to said foreign jurisdiction. 

1 161-11. EXEMPTION FROM BLUE SKY LAW. 

f . TJ^ s£f j™6 zh*™ accounts of any association doing business s in this State ts hereby exempted from all provisions of law of this 

i f;a<e whwh provide for the supervision and regulation of the sale 
5 of securities, and the sale of any such accounts shall be legal without 

7 tbLfZl0? rr approval whatsoever on the part of any official au- 7 thonzed to license, regulate, and supervise the sale of securities. 

1 161JJ. SEVERAB1LITY. 

J If anv Vroyision of this sub-title or the application thereof to any S p^son or circumstance ts held invalid, such invalidity shall not 

s ffbZi ^ Vromswns or any other application of this sub-title 
f * be.9>ven.eff*ct ™thout the invalid provision or applica, 
7 Usev&abU provisions of this sub-title are declared to 

1 J61KK. CONFORMITY. 
2 Sections 161A through 161KK of this Article shall be considered 
8 as additums to all existing laws covering or affecting building sav- 
4 ings and loan or homestead associations, or associations using anv 
5 combination of these names, and shall replace and prevail™^S 
6 existing laws to the extent that the provisions of these Sectinna nro 
7 contradictory or inconsistent, but £dy to Z Vte% of J^hc Jn 
8 tradiction or inconsistency, and such existing laws, subject to thl 

10 aZmrW*?-/** H and rema<M foU force effect,JhA 10 these Sections had never been enacted. JJ ci as if 
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By the President and Senators North and Northrop. 

Read and Examined by Proof Reader: 

Proof Reader. 

Proof Reader. 

Sealed with the Great Seal and Presented to the Governor, for his 

approval this day of 

at o'clock 

Secretary. 

CHAPTER. 

AN ACT to add new Sections 161A-161KK to Article 23 of the Anno- 
tated Code of Maryland (1957 Edition), title "Corporations", sub- 
title "Building or Homestead Associations", to follow immediately 
aftet Section 161 thereof, providing generally for the organization, 
incorporation, operation, conduct, regulation of and supervision 
over the savings and loan business, which is known generally as 
the building, savings and loan or homestead business; providing 
further for the investments, withdrawal of accounts, taxation, 
membership, promotional activities, management and functions 
of such businesses, including class and type of securities, and 
allocation of profits, reserves and dividends; providing for the 
branching, consolidation, merger, dissolution, and revival of such 
businesses; making provision for conservators and receivers for 
such businesses; exempting accounts of such businesses from 
Blue Sky Law"; creating a Board of Building, Savings and Loan 

Association Commissioners, and making provision for the mem- 

Explanation: Italics indicate new matter added to existing law. 
CBracketsl indicate matter stricken from existing law. 
CAPITALS indicate amendments to bill. 
Strilto eui indicates matter stricken out of bill. 

5#5-0 
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2 
3 
4 

;S
J

0.-SUch ai^ ^or their qualifications, tenure, powers and duties; creating a Department of Building, Savings and Loan 
Associations, providing for a Director and for other officers and 
employees of this Department, and making provision for the ap- 
pomtment, duties, compensation, policy, powers and duties of all 
such officers and employees of this Department; providing methods 
for compliance with stock class requirements; providing penalties 
for failure or refusal to comply with certain provisions of this 

trfm™ relatin2 generally to the organizations and businesses 
nesses in this State g' savin^s and loan °r homestead busi- 

SECTION 1. Be it enacted by the General Assembly of Maryland 

ArtfcteM '"AIR?? be< ?,nd thc>, are her*y atlded Aitide 23 of the Annotated Code of Maryland (1957 Edition) title 

^ ',B"ildin? or Homestead Associations" to follow immediately after Section 161 thereof, and to read as follows: 

1 161A. POLICY. 

2 It is the declared policy of this State that: 

/ T^e savin9s,and ban business, otherwise known as the build- 
i £%'?"S?h

g-8 Tf- \0an, 0r homestead business, which is within the 

6 so iitenra^A^lh6',!1'18/0 exPfn.ded.in r^ent years and has become 6 so integrated with the financial institutions of this State and is so 

8 thZt^fh h3 ? metlL0d of promoting home ownership and thrift, 8 that suth business is affected with a public interest and shall be 

in ^toi'frVtSeCf It a t,nesf affectin9 the economic security and general 10 welfare of the people of this State; * yewrui 

H fUCi busine^ shaU be conducted only by associations or- 
18 this Article'C accordance with the authority provided by 

\\ JX* hhe- num6,er
;^ minimum size of the associations conducting 

ik Vfft- b^ftness shall be controlled in the-interest of securely and efficiently serving the needs of the localities in which they operate; 

Va tbidh, VUhliC- interes
J
t

1 requires the promotion and fostering of 
IS Srnty; " 'm*aUat <"* ««"- 

fl rritLn^ as,sociations stoU be organized for the purpose of ac- cepting free share accounts and making loans to their members; 

If JJJJn » ^ieye the aforesaid purposes and policy, it is 
of ^ ^ associations, EXCEPT AS PROVIDED IN 

If Jw '6IP
( 
0r THIS ARTICLE, .i«U 

25 07 f-Cfc# ^ "p. t}ie holders of such shares or stock shall 25 have equal rights as to voting, earnings, and assets; 

27 nt ffcv/'id t0 Policies herein expressed, the provisions 
28 tlvrZ^li JZayzl Sf* associati?n^ shall be liberally construed Z8 to promote and foster the purposes of such associations. 

1 161B. APPLICATION OF PROVISIONS. 

o <-n{^Jiefni?,i0Tl 0,( "wociation." As used in this sub-title, the word S association shall mean building, savings and loan or homestead 
4 association or any-other similar association by whatever name called. 

ArtbiLD
0Tntic f"*, f0r^9n ^o^ons. The provisions of this Article shall apply to all associations heretofore or hereafter or- 

Sfn th71^a f State; *nd to all foreign associations duly authorized to do business in this State; r o C - 
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Federal associations. Unless Federal laws or regulations pro- 
10 vide otherwise, Federal associations incorporated pursuant to the 
U Homeowners Loan Act of 19SS, as amended, and their members shall 
1Z be subject to the provisions of this sub-title and shall possess aU of 

u*?-9 a 'Wwers, privileges, immunities and exemptions granted oy this Article to associations operating hereunder and to the mem- 
bers thereof. 

H   
15 bers thereof. 

1 161C. PROHIBITIONS. 

2 (a) Who may transact business. No person or group of persons 

t e.lcevt JH 1Msociation duly incorporated under Sections 161A U through 161KK of this Article, or (2) an association duly incorpo- 

i 1 r0r 0 th?e™ctmfnt of the aforesaid Sections and conducted in conformity with the aforesaid Sections, or (S) a Federal associa- 

- Kf J0re^n cws?c."lh'cm duly authorized to do business wtf/im this State and complying and conducting its business in con- 

in lrnttV * aforesatd Sections, shall transact business within 
11 nrJ!C01Pf? sub-title or do business under any name or title 
19 ni™ e<0r ^4- any advertxsxn9 or make any representation or give any information to any person which indicates or reasonably 

imphes the operation of a building, savings and loan or homestead 
12 
13 
lb business. 

^ni /7"nc^cm- /Pon application of the Director, with the ap- 16 proval of the Board, a court of competent jurisdiction may issue an 
1/ mmnction to rp.ST.rni'n nrtn vioform  *  • . .. 
18 

injunction to restrain any person or association from violating or 
continuing to violate any of the provisions of sub-section (a) hereof. 

(c) Fine. In addition to the remedy provided in sub-section (b) 

91 lT*l'?ny ?e™n or^sociation violating any of the provisions of 
el n • r iei0X l • deemed Suilty of a misdemeanor and 
If SJ^ J^ iub^ect^0 a fine of not more than one thou- 28 s&Tid, doUciTs ($1,000,00) fov c&ch offense. 

19 
20 

1 
2 16ASSOCIATIONSN EXISTING -BUILDING OR HOMESTEAD 

? shares, etc.; operation. Except as provided in sub- U sections (b) and (c) hereof, the by-laws, shares, contracts, and ob- 
5 hgations of any existing association shall continue in fuU force and 
6 effect. AU such associations shall henceforth be operated-and regu- 

8 16IKK^thi^ArticU provisions of Sections 161A through 

in *;Ib) C™Pj™™e wlth stock class provisions. (1) If any associa- 
11 ^ANIYAmil0 {a) hereof not meet the etandard 
12 n re<luxlements. established and provided by Section 
IS ARY / fit ' r ^ociaiion may, on or before My JANU- 
H tu Z, • ( comply with such standards and requirements by U filing appropriate articles of amendment with the Board and with the 
15 State Department of Assessments and Taxation; or (ii) if such articles 
16 of amendment are not so filed, or tf any such association otherwise fails 
17 to conform to tjie^ovisionsof this Article, such association may, on or 
18 before FEBRUARY 1 1962, file articles of amendment with 
19 , the Board and with the State Department of Assessments and Taxa- 
20 tion amending its charter by relinquishing such portion of its name 

poivers and purposes as relate to associations existing under this Ar- 
ticle so that it shall cease to exist as an association, and pursuant td 
such articles of amendment shall thereafter continue in business as an 

24 ordinary business corporation for the purposes and with the powers 

9* fVr'V* ^ articles of amendment. Any association which shall zt fail to file articles of amendment as hereinbefore provided shall be 
27 deemed to have entered into a voluntary liquidation, and upon and 
28 after FEBRUARY I, 1962, shall cease to do busies and 

48 5852 
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29 shall continue in existence only for the purposes and with only the 
30 powers and duties set forth in Sections 76-78 and S2-S3 of this Article; 
31 and any director, stockholder or creditor of such association may peti- 
32 tion the Circuit Court of Baltimore City or the circuit court for the 
33 county in which the principal office of the association is located, to 
31+ take jurisdiction of the liquidation of such association as provided in 
35 Section 79 of this Article. 

36 (2) After Auguot FEBRUARY 1,1962, if any association which has 
37 failed to file articles of amendment in accordance with sub-section (b) 
38 (1) hereof shall engage in any activities other than those specified in 
39 such sub-section, the Attorney General may, and upon notification 
40 by the Board shall, institute proceedings against such association as 
41 provided in Section 84 of this Article. 

41a (3) IF ANY ASSOCIATION DESIRES TO FILE ARTICLES 
41b OF AMENDMENT AS PROVIDED BY SUB-SECTION (B) (1) 
41c (2) HEREOF, IT SHALL FIRST GIVE NOTICE TO ITS DE- 
41 d POSITORS OF" SUCH FACT BY' REGISTERED MAIL AND 
41e SHALL SUBMIT THEREWITH A PLAN OF REORGANIZATION 
41f WHICH SHALL SPECIFY THE CONTRACT RIGHTS WHICH 
41g SUCH DEPOSITORS SHALL POSSESS IN THE RESULTING OR- 
41h DINARY BUSINESS CORPORATION. WITHIN 30 DAYS FROM 
41i THE MAILING OF SUCH NOTICE ANY DEPOSITOR SHALL 
41 j HAVE THE RIGHT TO EXERCISE HIS PRIVILEGE TO WITH- 
41k DRAW HIS DEPOSIT FROM SUCH ASSOCIATION OR TO CON- 
411 TINUE AS A SHAREHOLDER IN THE RESULTING ORDINARY 
41m BUSINESS CORPORATION. IF SUCH DEPOSITOR ELECTS TO 
41n WITHDRAW HIS DEPOSIT, AS PROVIDED FOR HEREIN, THE 
41o ASSOCIATION SHALL REPAY SUCH DEPOSIT IN ACCORD- 
41p ANCE WITH THE TERMS AND CONDITIONS OF ITS CHARTER 
41q AND BY-LAWS. 

42 (c) Minimum share requirements. (1) Every association referred 
43 to in sub-section (a) hereof shall have and maintain a minimum 
44 aggregate amount of free share accounts, determined by the location 
45 of the principal office of the association, as follows: ten thousand 
46 dollars ($10,000.00) in cities, towns or villages having up to fifteen 
47 thousand (15,000) inhabitants; twenty-five thousand dollars ($25,- 
48 000.00) in cities, towns or villages having more than fifteen thousand 
49 (15,000) but less than one hundred thousand (100,000) inhabitants; 
50 fifty thousand dollars ($50,000.00) in cities, towns or villages having 
51 one hundred thousand (100,000) or more inhabitants. The number 
52 of inhabitants of the. city, town or village shall be determined by 
53 the Board in accordance with the latest federal census. Any assocto- 
54 tion not complying with the foregoing minimum requirements on 
55 the effective date of this section shall comply within ninety (90) 
56 days from such effective date. 

57 (2) If any association fails to comply with the provisions of sub- 
58 section (c) (1) hereof, the Attorney General may, and upon notifica- 
59 tion by the Board shall, institute proceedings against such associa- 
60 tion as provided in Section 84 of this Article. 

1 161E. BOARD OF COMMISSIONERS. 

£ (a) Established. The Board of Building, Savings and Loan As- 
S sociation Commissioners (referred to herein as the "Board") is 
4 hereby created with the powers and duties specified in this sub-title 
5 and with such powers as may be necessary and proper to the full 
6 and effectual execution of the purposes of this Article relative to 
7 associations. 

8 (b) Composition, Appointment, Qualifications and Tenure. The 
9 Board of Building, Savings and Loan Association Commissioners 

10 shall consist of seven (7) members who shall be appointe * " 
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11 Governor with the advice and consent of the Senate. Each of the 
12 members shall have been a resident and registered voter of the State 
1-8- Maryland ongagod && an offioorj director attorney a 
*+ building^ aooooiation, the prmoipal plaoo bu-eineoo which ie 
iS la oat ad in ihi& State, for at loaet the five pear period next pro- 
14 ocding fm appointment, At leaet fmr W- of- the mombero ehaU 

o k vj ■' n ao'tyofy engaged as em officer, director er attorney a 15 bmlding aooociation chartered w incorporated under the latoo of 
State ef Maryland, free ehare aceounto of which are net w*- 

w ourod. At least two -f&J- of the mombero* ehall have been actively en- 
&aged ae an officer-, director er attorney of an aooociation free ehare 

~~ uoocunto of which are ineured by an inetnimentality of the United 
&* ifatee Govommont, At leaet three W- of the mombero ehaU be reei- 
T* f6*™ ff Baltimore Gity, At leaet three W- of the memhere ehaU 

rooidonto of the countioo of Maryland. Howeveri one •(-}-)■ ef the 
ff wombor0 ehaU be eeleeted from the public at largo emd the roquiro- 
** mont that ouch member ehall have boon an officer, director er at- 
2# torney ef an aooociation ehall net apply> Net mere than four fU 

of eueh mombero ehall be of the eame political party, ¥he term ef 

?? OF Maryland AND ENGAGED AS AN OFFICER OR DIREC- 
« ASSOCIATION, THE PRINCIPAL PLACE 
Jf ?E BUSINESS OF WHICH IS LOCATED IN THIS STATE, FOR 
?? FIVE-YEAR PERIOD NEXT PRECEDING HIS 
\l LEAST THREE (3) oF THE MEMBERS ACTIVELY ENGAGED AS OFFICERS OR 

Jo BUILDING ASSOCIATION CHARTERED OR 20 INCORPORATED UNDER THE LAWS OF THE STATE OF 

II t
Mx4?tI

LAN^FREE SHARE ACCOUNTS OF WHICH ARE NOT 
00 J£SURED BY AN INSTRUMENTALITY OF THE UNITED 
o? «^oES GOVERNMENT. AT LEAST ONE (1) OF THE MEM- 
li HAVE BEEN ACTIVELY ENGAGED AS AN 
oc ?££™?moR

rt
DIRECT0R 0F AN ASSOCIATION, FREE SHARE 

In ^fPPnH^JS OF WHICH ARE INSURED BY AN INSTRUMEN- 
Vo 0F THE UNITBD STATES GOVERNMENT. AT LEAST 

«??£E (3)-OF-THE MEMBERS SHALL BE RESIDENTS OF 
o«- BALTIMORE CITY. AT LEAST THREE (3) OF THE MEMBERS 
oQh ^S^NTS OF THE COUNTIES OF MARYLAND. 
o«b ?T?T^yER' THREE (3) OF THE MEMBERS SHALL BE 
onS SELECTSD FROM THE PUBLIC AT LARGE, AND THE RE- 
o«d 3H?£?IENT THAT SUCH MEMBER SHALL HAVE BEEN AN 
00! 0R DIRECTOR OF AN ASSOCIATION SHALL NOT 
o«f A PRACTICING ATTORNEY MAY BE A MEMBER 29g OF THE BOARD UNLESS HE IS OR HAS BEEN WITHIN THE 
29h TWELVE-MONTH PERIOD NEXT PRECEDING HIS APPOINT- 
29i MENT REGULARLY EMPLOYED BY AN ASSOCIATION OR 
29j A TITLE COMPANY. THE TERM-OF office of the members of 
30 said Board shall be four (U) years, commencing on the first day 
SI of June next ensuing their respective appointments, except as here- 
32 vnafter ^ provided, and such members shall hold office until their 
33 respective successors have been appointed and qualified. Any vacancy 
31* on the Board shall be filled by the Governor for the unexpired term 
35 created thereby. Initially, three (3) of the members shall be ap- 
36 pointed to serve from the first day of June, 1961, through the Slst 
37 day of May, 1963, and four (U) of the members shall be appointed 
38 to serve from the first day of June, 1961, through the Slst day of 
39 May, 1965. All members of the Board shall serve without compensa- 
UO tion, but shall be reimbursed for necessary and proper expenses in~ 
41 curred while actually engaged in the performance of their duties as 
U2 members. 

AS (c) Seal. The Board shall have an official seal bearing the in- 
U scription "Board of Building, Savings and Loan Association Com- 
45 misstoners of the State of Maryland." c o 1- j 
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1+6 (d) Oath. Each member of the Board and the Director and Deputy 
47 Director of the Department shall take and subscribe the oath pre- 
48 scribed by the Constitution, to be administered by the clerk, or one 
U9 of the sworn deputies, of the circuit court of the county or the 
50 Superior Court of Baltimore City, according to the residence of 
51 each appointee. 

52 (e) Powers and Duties. (1) The Board shall elect from its mem- 
53 bers a chairman, vice-chairman and secretary; shall adopt regula- 
5k Hons for the holding and conducting of meetings and for holding 
55 hearings concerning all matters within its powers; and shall keep 
56 a record of all meetings and transactions. Regular meetings shall 
57 be held as provided in the regulations, and special meetings may be 
58 called by the chairman or upon request of any four (U) members of 
59 the Board. 

60 (2) The Board shall submit, within thirty (SO) days after the 
61 first formal meeting of the Board, a list to the Governor of the 
62 names of five (5) persons qualified as herein set forth and competent 
68 in the opinion of the Board to perform the duties and functions of 
6U the Director. Thereafter the Board shall submit to the Governor 
65 such a list not less than thirty (SO) days before the date of the ex- 
66 piration of the term of appointment of the Director, or, in the case 
67 of vacancy, within fifteen (15) days of the occurrence of said 
68 vacancy. 

69 (S) The Board shall have, full power to: 

70 (i) advise and make recommendations to the Director on all and 
71 any questions within the scope of authority of the Director; 

72 (ii) submit to the Governor proposed amendments to the build- 
73 ing, savings and loan association laws of Maryland which it deems 
7U desirable; 

75 (Hi) establish methods and standards (1) to be used in making - 
76 examinations of associations, (2) for the valuation of assets of as- 
77 sociations and (S) for advertising and promotional activities by 
78 associations; 

79 (iv) to make, adopt, modify and amend such rules and regulations 
80 as may be reasonable and necessary to carry out the provisions of 
81 this Article, and to define any terms used therein as they may relate 
82 to or affect associations. 

8S (f) Disqualification. A member of the Board having any interest 
81+ in or connection with an association as shareholder, director, mort- 
85 gagor, attorney or otherwise shall not pass on any order or sit in 
86 any hearing affecting such association. 

87 (g) Quorum. A majority of the members of the Board shall con- 
88 stitute a quorum for the holding of meetings and hearings, but no 
89 action shall be taken in the name of the Board without the concur- 
90 rence of at least four (4) members in attendance. 

1 161F. OATHS; SUBPOENAS. 

2 (a) Power to administer and issue. At any hearing before the 
3 Board provided for in Section 161H of this Article, the Board or 
U any member thereof shall have the power to administer oaths. In 
5 connection with any such hearing, the Board may issue subpoenas 
6 to compel the attendance and testimony of witnesses or the pro- 
7 duction of documents, either on the Board's own motion or at the 
8 request of any intervenor or party, which subpoenas shall extend to 
9 all parts of the State and shall be issued and signed by the Director 

10 or by any member of the Board. The Board shall have power on 
11 motion after due notice, for good cause, to quash or modify ^ 
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12 subpoena on the ground that such subpoena is unduly burdensome, 
IS unreasonable or oppressive. Subpoenas shall be served personally 
H through the sheriff's office in the city or county in which service 
15 can be made, or by any person of law fid age. 

16 (b) Failure to comply. If a person upon whom a subpoena has 
17 been properly served fails to obey its command, without reasonable 
18 cause, or if a person in attendance before the Board shall, without 
19 reasonable cause, refuse to be sworn or examined, or answer a ques- 
20 tion, or produce a book or paper when ordered to do so, pursuant to 
21 subpoena, the Board may, and upon request of any party to pro- 
22 ceedings before the Board, shall apply to any judge of the Supreme 
28 Bench of Baltimore City or of the circuit court of any county, upon 
2U proof by affidavit of the fact, for a ride or order returnable within 
25 not less than two (2) nor more than five (5) days, directing such 
26 person to show cause before the judge who made the order, or any 
27 other judge of the same bench or circuit, why he should not be ad- 
28 judged guilty of a contempt and punished as contempts are punish- 
29 able by courts of record; upon the return of such order, the judge, 
50 before whom the matter shall come on for a hearing, shall examine 
51 under oath such person and such person shall be given an oppor- 
52 tunity to be heard in his ovm defense; and if the judge shall de- 
SS termine that such person has refused, without reasonable cause or 
8b legal excuse, to be examined or to answer a legal or pertinent ques- 
85 tion, or to produce a book, paper or other document which he was 
86 ordered to produce, he may forthwith find the offender in contempt 
87 of court. 

88 (c) Required to testify. No person shall be excused from testifying 
89 or from producing any books or papers or documents at any hearing 
40 before the Board, when ordered to do so by the Board, upon the 
bl ground that the testimony or evidence, books, papers or documents 
U2 required of him may tend to incriminate him or subject him to 
US penalty or forfeiture; but no person shall be prosecuted, punished 
-W or subjected to any penalty or forfeiture for or on account of any 
b5 act, transaction, matter or thing concerning which he shall, under 
46 oath, have, by order of the Board, testified to or produced docu- 
47 mentary evidence relative thereto, provided, however, no person 
48 shall be exempt from prosecution unless he shall first have asserted 
49 his constitutional rights and privileges; and provided, however, that 
50 no person so testifying shall be exempt from prosecution or punish- 
51 ment for any perjury committed by him in his testimony. 

1 161G. DEPARTMENT AND DIRECTOR. 

2 (a) Establishment, Appointment, Qualifications and Tenure. The 
8 Department of Building, Savings and Loan Associations is hereby 
4 established. _ The head of the Department, with general powers of 
5 administration, shall be the Director, who shall be appointed by the 
6 Governor as of the first day of July, 1961, and each sixth (6th) year 
7 thereafter from the list of five (5) persons submitted to him by 
8 the Board pursuant to Section 161E of this Article. Each of the 
9 persons named on such list shall have at least five (5) years' ex- 

10 perience as an officer, director or attorney of an association chartered 
11 or incorporated under the laws of the State of Maryland or as an 
12 employee of the Department and each for at least the five (5) 
IS previous years shall have been a resident and registered voter of 
14 Maryland. The Director shall hold office for six (6) years and until 
15 his successor shall have been duly appointed and qualified. The 
16 Governor may remove the Director for official misconduct, incom- 
17 petency or neglect of duty. Any vacancy in the office of Director 
18 shall be filed by the Governor for the unexpired portion of the term 
19 from a list of names of qualified persons as aforesaid, to be sub- 
20 mitted pursuant to Section 16IE hereof. The Director 
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21 his entire time to the duties of his office and shall be paid such sal- 
22 ary as may be provided for in the budget. 

23 (b) Bond. The Director shall give bond to the State of Maryland 
2U in the amount of twenty thousand dollars ($20,000.00) and in such 
25 form as the Board may require and conditioned upon proper and 
26 faithful discharge of his duties. 

27 (c) Powers. The Director shall have general supervision over all 
28 associations which are subject to the provisions of this Article by 
29 use of the powers conferred upon him by law. The Director may 
SO pass such orders as he deems necessary to compel any association: 
31 (1) to comply with its charter, constitution and by-laws; (2) to 
32 comply with the laws of this State to carry out the purposes of this 
33 sub-title; (S) to comply with such regulations as may be adopted 
SJ> pursuant to the provisions of this sub-title. But, no such order 
35 shall become effective until the Director shall have first given the 
36 directors of, such association, or their representatives, an oppor- 
37 tunity to be heard at a time and place designated by the Director. 

i*8 disqualification. THE DIRECTOR DURING HIS 
39 TERM OF OFFICE MAY NOT BE AN OFFICER, DIRECTOR 
40 ATTORNEY, EMPLOYEE OR AGENT OF, OR IN ANY MANNER 
41 BE INTERESTED IN, ANY ASSOCIATION, EXCEPT THAT HE 
42 MAY BE A HOLDER OF FREE SHARE ACCOUNTS. 

1 161H. ORDERS; HEARINGS. 
2 (a) Director to order discontinuance of illegal practice. If the 
S Director, as a result of any examination or from any report made 
U to him, shall find that any association is violating the provisions of 
5 its articles of incorporation or by-laws, or the laws of this State, or 
6 of the United States, or any lawful order of the Director, he shall 
7 by written order, state the alleged violation therein, together with 
8 the facts alleged to constitute such violation, and direct discon- 
9 . tmuance of such violation and conformance with all requirements 

10 of law. 

H (p) Contents of order; finality without'hearing. Every communi- 
12 cation having the effect of an order to any association shall be in 
IS writing signed by the Director stating in detail the violation com- 
14 plained of and shall be sent by registered mail to the association 
15 affected thereby, addressed to the president thereof at the home 
16 office of the association as shown by the latest records on file with 
17 the Department, or, at the request of said association, to such per- ■ 
18 son as may be designated by the association to the Director. Such 
19 communication shall include- the designation of a time and place 
20 for a departmental hearing before the Director, which shall in no 
.21 event be less than twenty (20) days from the date of the mailing 

o/ such order. If, at such time and place, no one appears on behalf 
23 of the association, the order shall become final. 

2U (c) Appeal to and hearing before the Board. If, after depart- 
25 mental hearing, the Director issues an order relative to the subject 
26 matter of such hearing, such order shall be mailed, registered mail 
27 return receipt requested, to the association affected thereby, as pro- 
28 vided in sub-section (a) hereof, and such order shall become final 
29 unless the association affected thereby shall file with the Board an 
SO appeal within twenty (20) days from the date of mailing of such 

H ®rder; <S?) toys after the filing of such appeal, the 
32 Board shall hold a hearing. A record may be made by the Board of 
33 aU testimony and proceedings at such hearing. Within thirty (SO) 
34 days after such hearing the Board shall determine whether said 
35 order shall be sustained, rejected or modified, and the Board shall 
36 pass a final order in the matter and shall mail a copy thereof by 
37 registered mail as hereinbefore provided for the mailing of order.x. ^ 

SSyj 
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£ nJAi from order of the Board. The association affected 
In ^ l 0f f St- per cent (10^> 0f the Var value of the 
Li L? ^ 0l ?^ ^SOC^lon shal1 hwe the right within thirty (SO) 
f9 ZVnif0f ^ 0J m,aihJlP of any f1™1 order of Ue Board to ap- 

is tinJilT-* 9Ar by fil1719 a Petition in the Circuit Court of BaU 
U ZZZl Mn v7 or,xnl*ie "J™1 court for the county in which the prin- 
jl of the association is located. Such petition for 4 appeal shall set forth the action appealed from and the basis for 

,? co?n€f- 0f 1 Peti}ion shal1 be served upon the Director 47 and all other parties of record. 

jo reVJeW- The C??rt t0 which the a^eal ^ Men shall 
50 i^h I •n<?V0', wlthout a Wry, and the parties may call 
51 %ts introduce such evidence as may be proper in the 
52 Ewf' e COUrt faV o-ff™. reverse, or modify the order ap- 
55 07 r-err?nd; the c<we to the Board for further proceedings 
51 VhJ^lrt\le<^tred- •£" appe<a ^ be taken f™™ the decisSof A JJf court faring said appeal to the Court of Appeals of Maryland 

5fs t^nfnV Pa?i! to,the proceedings in the same manner as other av 56 peals are taken from decrees or orders of courts. V 

5Z JU S£v- f0 fPPeal shall stay the operation of any final order 58 of the Board unless ordered by the court in which the wveal Z 

SO UPOn 8X10)1 termS and e^itio™ the court may pre- 

1 161-1. DEPUTY DIRECTOR, EMPLOYEES AND EXAMINERS. 

(a) Appointment. The Director, with the approval of the Board 
sfuUl appoint a Deputy Director, examiners and such number of 

5 fit A0, employees of the Department of Building, Savings and 
a nZf t Associations as may be provided for in the budget. The ap- 
7 examiners and employees, other than the Deputy 
n PlJfctor>,slydl be from the classified service of the State of Mary- 8 laud, o/nd tn dccordance with the rules and vraetice. af the 
9 system The Deputy Director shall be appointed and hold office at 
0 the will of the Director, and the provisions of Article 61A nf thi*, 
1 Code, title, "Merit System," shall not apply h of thls 

*£ 7he Director at his discretion may appoint 
A Director from among the classified employees fit the 
l\ 1^1.xf appointee is subsequently removed from 
id % to hold his position as Deputy Director, he shall be restored 16 to the merit system status in the position held hi, htrn nt thl *■ 
17 of his appointment as Deputy Direct™ ^ ^ ^ the tlme 

(c) Disqualification. The Director Deputy Director aw} <»rnmi~o~o 
shell not be officers, directors, attorney, eZpfiteZT ZZTZ 

mJv h?hj!i!tmnert / tn TeS<ed in' anv association, except that they may be holders of free share accounts. 

Director to act for Director, give bond. In the absence 
91 Jo / ^rf,c r. OT uPon proper delegation by him the Devutv Di- 24 rector shall act in the place and steaH nf tho n«' * ^ 

Iff Demft S^me Powers and duties as thVDirector ^The 26 Deputy Director shall give bond to the State of Afar»h,Zi £ #2 
-I upon the same coniiti^^tf'^iV^St 

161J- INFORMATION TO BE CONFIDENTIAL. 

clM^z;ln^£vo^rz r 

anftouSf1^- *UIV "/■ SU':h relw them to reporFupon ana to take official action regarding the affairs nf „„„„ • i- 
examined. When the Director by and with the conlent of thelloTd 
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9 deems it to the interest of the public, he may publish the results of 
10 the examination of an association in one or more newspapers of 
11 general circulation in the city or counties in which such association 
12 is located or doing business. This provision shall not prevent the 
IS proper exchange of information relating to associations, and to their 
1J+ business, with the representatives of associations of this or other 
15 states or with the representatives of the Federal Home Loan Bank 
16 Board. 

1 161K. CONSERVA TORSHIP. 

2 (a) Conservator. In the event that any association shall fail or 
S refuse to carry out any final order, and should the Board believe that 
4 the public interest may be served by the appointment of a conservator, 
5 it is authorized, acting through the Attorney General, to apply to an 
6 equity court for the city or county where the association has its 
7 principal Maryland office for the appointment of a conservator. 
8 Such court is authorized to appoint a conservator if it finds that 
9 such oiocooiationo ASSOCIATION: (1) is in an impaired or insolvent 

10 condition; or (2) is in substantial violation of any valid and applicable 
11 law or regulation; or (S) is concealing any of its assets, books or rec- 
12 ords; or (U) is conducting an unsafe or unsound operation. The Direc- 
13 tor or his Deputy, or examiner, or any other roeponoiblo poroon may 
H SHALL be appointed by the court as conservator, and a certified copy 
15 of the order of the court making such appointment shall be evidence 
16 thereof, and such conservator shall have the power and authority pro- 
17 vided in this sub-title and such other power and authority as may be 
18 expressed in the orders of the court. Such conservator shall endeavor 
19 promptly to remedy the situations complained of in the petition for 
20 his appointment and may recommend plans of reorganization, com- 
21 position or rearrangement of the affairs of such association. Within 
22 six (6) months of the date of such appointment, or within such time 
23 as the court may order, such association shall be returned to its 
21* board of directors and thereafter shall be managed and operated as 
25 if no conservator had been appointed, or a receiver shall be appointed 
26 as hereinafter provided. If the Director, or his Deputy, or examiner 
27 is appointed conservator, he shall receive no additional compensation, 
28 but if another person is appointed, then the compensation of the 
29 conservator, as determined by the court, shall be paid by the associa- 
30 tion. A certified copy of the order of the court discharging such 
31 conservator and returning such association to its directors shall 
32 be sufficient evidence thereof. 

33 (b) Powers of conservator. By order of the appointing court, any 
34 conservator appointed shall have all the rights, powers, and privi- 
35 leges possessed by the officers, board of directors, and members of 
36 the association. 

37 (c) Special counsel, expenses. Unless directed otherwise by order 
38 of the appointing court, the conservator. shall not retain special 
39 counsel, or incur any expenses other than normal operating ex- 
40 penses, or liquidate assets except in the ordinary course of operations. 

41 (d) Removal of any officer, director or employee. The directors 
42 and officers of any association for whom a conservator has been 
43 appointed as provided herein shall remain in office and the employees 
44 of such association shall remain in their respective positions; how- 
45 ever, by order of the appointing court, upon recommendation of the 
46 Board, the conservator may remove any director, officer, or employee. 
47 (e) Operation of association. By order of the appointing court, 
48 while an association is in the charge of a conservator, members of 
49 such association shall continue to make payments to the association 
50 in accordance with the terms and conditions of their contracts, and 
51 the conservator may permit free share account holders to withdraw 
52 their accounts from the association pursuant to the provisions of 
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53 such order The conservator shall have power to accept free share 
5U accounts and additions to free share accounts, but any such amounts 
55 received by the conservator may be seareaated • if «« ZJlZT t 

567 b„el
sub>?ct t0 ^ "Wi no'i be used t uQMe o? any indebtedness of such association existing at the time the 

s srs*^ teo~m ^ "«* — 

1 161L. RECEIVERSHIP. 

2 (a) Appointment of receiver. If irregularities comvlained nf ir, 

J* in ^etiuZ /or the a^Y' T % anV irre9ulariti™ complained of 
t Z iJ?7h Jor appointment of a conservator are not corrected 
6 ZlhKr ^e+CaSe+0f ^ ^^ency, the Board, if in its judgment the 

S! * ?.e<lutr€S> acting through the Attorney General may 
As^JiA^ f7 ^ or,eottw^ ^ the assoriSSZ PnnctpaZ Maryland office for the appointment of a receiver 

WtiatiZZ "COrd°: 0r a) K "■ unsafe ani IZmd 

hJ^ Procedure. The procedure in such receivership action shall be in all other respects in accordance with the practice in <nirh 
court, including all rights of appeal and review provided by law. 

1 161M. INCORPORATION AND ORGANIZATION. 

f 0J 0f Corporators; subscriptions required • & QQTIGTqX TCSCTVG ftiTtd, (l) AtVU TLlLTTlhfLT nf ^AT'TrP AT x i ' 
A than five (5), who shall 

6 0/t the Unxte? Sta^es and bona fide residents of this State' may 
ihtiArtLteMM th ^ incorPor,ato™to establish an association under 

™ terms and conditions and subject to the liabilities 
be^chii^^n Jth x™:orVorators shall appoint one of their num. 

10 in r^h C^trm?n °f. the ^corporators. The incorporators shall vav 
11 Ifco ^ chaipnan as subscriptions to free share accounts of 11 the proposed association, including that part of the oriainal sub 

IS bTtheZc^ion of C^aiTmfn.^n WQregate amount, determined 
11 " ?f the principal office of the proposed association as U foUows. a minimum sum of ten thousand dollars ($10 000 00) in 

% ^ •V^lageS havin0 UP t0 Me™ thoi!and (15 000 ? 
17 OMOO^inkt^??^?1 ^ 0f twntV-fi™ thousand dollars '($25r 
18 ns nrm ) h^ rf0'0 ft^ Villages having riiore than fifteen thousand Jo (lOfOOOJ but less thcin otic hixTidved thousaTid, fioo onn) «v»j»/»**.•*/✓» * 
19 a minimum aum of fifty thomaJS^ftso:Zoofi^& 

21 i^;?Tr^rZS ?0 or*. hundred thousand (100,000) or more 
22 Zh%ih Z t' ^ sT1 V 0J tnhabitants of the city, town or villaae 
23 c^s ^hT1^ ^ Board in accordance with the latest federal 
9i 7 minimum aggregate amount of free share accounts 24 hereinbefore provided shall be maintained at aU times iby aw mS 
25 ciation incorporated hereunder. V V asso~ 

27 scriJti^j?7130rZt0rS' in ^ the P^ment of initial sub- 
28 rn^l^i ^ Si?re ?;cc.0unt3 herein required, shall also pay or 
29 rn^ltz 6 v . 0f the incorporators in cash a sum 
SO amJi ?f P/f ( -%J 0ft Te<luiTed initial subscriptions, which 

tZZdifa )t% ^sonftxon. be incorporated, shall become and be 
Z ^neral reserve fund of the association for a period of five (5) years or until said general reserve fund, less the amount 
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S3 required to be paid under this sub-section, reaches at least six per 
31> cent (6%) of the withdrawal value of the association's free share 
85 accounts, whichever shall first occur. The incorporators shall also 
36 execute and deliver to the Director such assignment, pledge and 
37 delivery of accounts in such association in escrow, as the Director 
38 in his discretion may require to guarantee such association against 
39 operating deficits and against losses of any kind which exceed other 
UO reserves. This sub-section shall not be construed as applying to asso- 
41 ciations in existence at the effective date of this sub-section. 

42 (b) Expense fund for incorporation and organization. The in- 
43 corporators shall create an expense fund in an amount not less than 
44 one-half (Y?) of the minimum amount of free share subscriptions 
45 required to be paid in under sub-section (a) (1) hereof, which shall 
46 be in addition thereto, from which expense fund the expense of or- 
47 ganizing the association and its operating expenses may be paid 
48 until such time as its earnings are sufficient to pay its operating 
49 expenses in addition to such dividends as may be declared and paid 
50 or credited to its free share account holders from its earnings. The 
51 incoi-porators shall deposit to the credit of the chairman of the in- 
52 corporators in cash the amount of the expense fund. The amounts 
53 contributed to the expense fund by the incorporators shall not con- 
54 stitute a liability of the association except as hereinafter provided. 

55 (c) Chairman of incorporators to procure surety bond. The chair- 
56 man of the incorporators shall procure from a surety company quali- 
57 fied to do business in the State of Maryland a surety bond in form 
58 approved by the Director in an amount at least equal to the amount 
59 subscribed by the incorporators plus the reserve and expense funds. 
60 Such bonds shall name the Director as obligee and shall be delivered 
61 to him. It shall guarantee the safekeeping of the funds subscribed 
62 and their delivery to the association after the issuance of the certifi- 
es cate of incorporation. In the event of the failure to complete or- 
64 ganization, such bond shall guarantee the return of the amounts 
65 collected to the respective subscribers or their assigns, less reasonable 
66 expenses which shall be deducted from the expense fund. 

67 (d) Repayment of contributions made to expense fund. Contri- 
68 butions made by the incorporators to the expense fund may be repaid 
69 pro rata to the contributors from the net earnings of the association 
70 after provision for statutory reserves and declaration of dividends 
71 of not less than two per cent (2%) per annum on free share accounts. 
72 In case of the liquidation of an association before contributions to 
73 the expense fund HAVE BEEN REPAID, ANY CONTRIBUTIONS 
74 TO THE EXPENSE FUND remaining unexpended, after the pay- 
75 ment of expenses of liquidation, all creditors, and the withdrawal 
76 value of all free share accounts, shall be repaid to the contributors 
77 pro rata. The books of the association shall reflect the expense fund. 
78 Contributors to the expense fund' shall be paid dividends on the 
79 aooounte AMOUNTS paid in by them and for such purpose such 
79a contributions shall in all respects be considered as free share ac- 
79b counts of the association. 

80 (e) Filing articles; approval or refusal; fees; appeal; refund. 
81 The articles of incorporation shall be executed in duplicate by the 
82 persons joining therein before any officer authorized to take ac- 
83 knowledgments, and then filed with the Board for examination. The 
84 fee for filing such articles of incorporation with the Board shall be 
85 one hundred dollars ($100.00), to be collected by the Board. The 
86 Board shall publish the fact that such application has been made for 
87 at least two (2) successive weeks after its filing, in a newspaper 
88 of general circulation in the city, toum or county in which the prin- 
89 cipal office of the proposed association is to be located, and shall set 
90 a time for a public hearing on such application which shall be held 
91 no later than thirty (SO) days after the date of the filing of 

57 
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92 articles for examination. At such hearing the Board shall^as/:er^?n 

93 from the best sources of information at its command whether e 
9L character, responsibility and general fitness of the persons named 
95 in such articles are such as to command confidence and warran e- 
96 lief that the business of the proposed association will be honestly 
97 and efficiently conducted in accordance with the intent and purposes 
98 of this sub-title and whether the public interest, convenience and 
99 advantage will be promoted by alloioing such proposed association 

100 to engage in business. The Board shall have the power to requir 
101 such changes in. the articles filed for application as it deems neces- 
102 sary. Within sixty (60) days after the date of the filing of such 
103 articles for examination, and after the public hearing referred to in 
104 this sub-section has been held, the Board shall pass an order approv- 
105 ing or refusing the application, and such order may be subject to 
106 an appeal by the applicant or any person feeling himself aggrieved 
107 by the passage of such order, in accordance with the provisions and 
108 conditions of Section 161H of this sub-title. When the time for 
109 filing an appepl to such an order referred to m ^w sub-sectton /ias 
110 expired, the Board shall endorse upon each copy of the articles filed 
111 for examination,' over its official signature, the word approved 
112 or the word "refused" with the date of such endorsement In case of 
113 refusal it shall return one of the copies so endorsed to the chairman 
11A of the proposed incorporators. In case of approval, one copy so en- 
115 dorsed shall be retained by the Board; the remaining copy so en- 
116 dorsed shall be returned to the chairman aforesaid who shall file that 
117 copy with the State Department of Assessments and Taxation in 
118 accordance with the provisions of this Article. .Thes° 
119 formed shall have no legal existence until all copies of the article* of 
120 incorporation have been filed for record as ^ 
lona FVFNT OF A REFUSAL BY THE BOARD TO APPROVE AK- 
ifnb T1CLES OF INCORPORATION, THE BOARD SHALL GIVE A 
120c WRITTEN STATEMENT SETTING FORTH THE BASIS FOR 
120d THE REFUSAL. 

121 (2) Upon final refusal to grant the proposed a,rticles of incorpora- 
122 tion, the chairman of the incorporators shall refund to the ™orpo- 
123 rators all funds deposited by them in accordance with this Section 
124 subject to the payment of all expenses. The Director shall^ release tje 
125 bond delivered to him in accordance with sub-section (c) hereof upon 
126 satisfactory assurance of such payment and refund. 

127 (f) Forfeiture of charter for non-use. Any association heretofore 
128 formed which shall not actively engage in business by receiving 
129 money for free share accounts or making mortgage loans ™lth™ 
150 ninety (90) days after the effective date of this Section, and any 
151 association hereafter formed which shall not actively engage tnbusi- 
i is ness bv receiving money for free share accounts or making mortgage 
MS (to), diys after the date upm vhuh * legal 
"I % existed iW! begin. sluUl forfeU tU 
-tee for non-use upon entry of an order, in accordance with Section 161H 
136 of this Article, finding no just cause for failure so ™twfv

dl°J£°a?t
e

s 
1S7 in business and directing the association to cease and dissolve its 
138 buSTA copy of such order shall, upon finality, be certified to 
119 the State Department of Assessments and Taxation and, from the 
1% ^le of recZt b^aid'Department the VOfers conferred by Jaw 
141 upon the association shall be inoperative, nuU and void. 

1 161N. INDICATION OF A BUILDING OR HOMESTEAD AS- 
2 SOCIATION. 
S (a) Name indicating association. The name of the corporation 
4 shall be such as to indicate that it is a building, savings and loan or 
5 homestead association. This provision shall be deemed to becom- 
6 plied with if the name contains the words sayings association , 
7 "building association", "savings and loan association , building^ and 
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8 loan association", "building and homestead association" or any com- 
9 bination of these words. The name need not be such as to indicate 

10 that it is a corporation. 

11 (b) Conformity. Only those building, savings and loan or home- 
12 stead associations which conform to the provisions of this Article 
IS shall be entitled to call themselves savings associations, building as- 
1J> sociations, savings and loan associations, building and loan associa- 
15 Hons, building and homestead associations or any combination of 
16 said words. 

1 161-0. CHARTER AMENDMENT. 

2 Any amendment to the charter pursuant to Sections 10 through IS 
S of this Article shall be executed and filed with the Board in accord- 
U ance with the procedures set forth in sub-section leiM^Q (e) of this 
5 Article for the filing of articles of incorporation, except that the 
6 provision requiring newspaper publication of the fact of filing shall 
7 not apply. The fee for filing articles of amendment with the Board 
8 shall be ten dollars ($10.00), to be collected by the Board. 

1 161P. QN£¥ QXE CLASS ££ STOCK, CAPITAL. 

2 (A) ONLY ONE CLASS OF STOCK. Any association here- 
3 tofore or hereafter formed under this Article shall have or issue 
U only one kind or class of shares or stock and all the holders of 
5 such shares or stock shall have equal rights as to voting, eam- 
6 ings and assets, and any association heretofore or hereafter formed 
7 shall have power of accepting subscriptions to and payments on 
8 account of any number of shares OR stock without limit and 
9 without other corporate action, notwithstanding any limitation on 

10 the number of shares or stock authorized by the existing charter of 
11 such association. 

12 (B) EXCEPTION. NOTWITHSTANDING THE PROVISIONS 
13 OF SUB-SECTION (A) HEREOF, OR OF THE SUBTITLE, IN 
14 ADDITION TO FREE SHARE ACCOUNTS, ANY ASSOCIATION 
15 ORGANIZED UNDER THE LAWS OF THIS STATE PRIOR TO 
16 JANUARY 1, 1961, AND HAVING, AS OF THAT DATE, FREE 
17 SHARE ACCOUNTS IN THE MINIMUM AGGREGATE AMOUNT 
18 REQUIRED IN SECTION 161M (A) OF THIS ARTICLE, AND 
19 AUTHORIZED BY ITS CHARTER TO ISSUE SHARES OR STOCK 
20 IN ONE OR MORE CLASSES, NOT IN THE NATURE OF FREE 
21 SHARE ACCOUNTS AND NOT IN THE NATURE OF BORROW- 
22 ERS' SHARES, MAY MAINTAIN AND ISSUE SUCH SHARES OR 
23 STOCK AS MAY HAVE BEEN AUTHORIZED TO BE ISSUED 
24 UNDER ITS CHARTER AND MAY CONTINUE AS A BUILDING 
25 SAVINGS AND LOAN BUSINESS, SUBJECT TO THE CONDI- 
26 TIONS PRESCRIBED HEREIN. HOWEVER, ALL SUCH SHARES 
27 OR STOCK, REGARDLESS OF CLASSIFICATION, ANY CHAR- 
28 TER OR BY-LAW PROVISION TO THE CONTRARY NOTWITH- 
29 STANDING, SHALL BE GUARANTY STOCK, SO TERMED AND 
30 DESIGNATED, AND SHALL BE SUBJECT TO THE RESTRIC- 
31 TIONS AND REGULATIONS PROVIDED HEREIN. 

32 NO ASSOCIATION SHALL QUALIFY UNDER THIS EXCEP- 
33 TION UNLESS IT SHALL HAVE SOLD AND OUTSTANDING 
34 ON OR BEFORE OCTOBER 1, 1961, AT LEAST FIFTY THOU- 
35 SAND DOLLARS ($50,000.00) AGGREGATE AMOUNT OF 
36 GUARANTY STOCK. 

37 (C) GUARANTY STOCK. GUARANTY STOCK SHALL CON- 
38 STITUTE A SECONDARY RESERVE OUT OF WHICH LOSSES 
39 SHALL BE PAID AFTER ALL OTHER AVAILABLE RESERVES 

5 9 5-86-3 
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40 HAVE BEEN EXHAUSTED. SUCH STOCK SHALL: (1) HAVE 
41 A PAR VALUE OF ONE DOLLAR ($1.00) OR SUCH GREATER 
42 AMOUNT AS THE ARTICLES OF INCORPORATION MAY PRO- 
43 VIDE; (2) BE NON-WITHDRAWABLE, EXCEPT AS PROVIDED 
44 IN SUB-SECTION (D) (4) (III) HEREOF, UNTIL ALL CLAIMS 
45 AGAINST AND LIABILITIES OF THE ASSOCIATION HAVE 
46 BEEN FULLY SATISFIED AND ALL FREE SHARE ACCOUNTS 
47 PAID OUT TO THE HOLDERS THEREOF AT THEIR WITH- 
48 DRAWAL VALUE; (3) BE ASSESSABLE IN THE HANDS OF 
49 THE OWNER THEREOF TO THE PAR VALUE AMOUNT 
50 THEREOF FOR THE FULL SATISFACTION OF ALL CLAIMS 
51 AGAINST AND LIABILITIES OF THE ASSOCIATION AND FOR 
52 THE PAYMENT OF THE WITHDRAWAL VALUE OF FREE 
53 SHARE ACCOUNTS TO THE HOLDERS OF SUCH ACCOUNTS ■ 
54 (4) BE ENTITLED TO THE PAYMENT OF DIVIDENDS ONLY 
55 AFTER DIVIDENDS HAVE BEEN DECLARED AND PAID AT 
56 A RATE, TO BE ESTABLISHED BY THE BOARD BY APPRO- 
57 PRIATE-REGULATION BUT IN NO EVENT TO BE LESS THAN 
58 TWO PER CENT (2%) NOR MORE THAN THREE AND ONE- 
59 HALF PER CENT (31/2%), ON ALL FREE SHARE ACCOUNTS 
60 UNDER THE PROVISIONS OF SECTION 161FF OF THIS 
61 ARTICLE; (5). BE ISSUED ONLY UPON CASH PAYMENT TO 
62 THE ASSOCIATION OF NOT LESS THAN THE PAR VALUE 
63 THEREOF, OR IN CONNECTION WITH A PLAN OF CONSOLI- 
64 DATION, MERGER OR REORGANIZATION APPROVED UNDER 
65 SECTION 161U OF THIS ARTICLE. ANY CERTIFICATES 
66 ISSUED AS EVIDENCE OF OWNERSHIP OF GUARANTY 
67 STOCK SHALL BEAR ON THEIR FACES A STATEMENT THAT 
68 SUCH SHARES ARE "GUARANTY STOCK". 

69 (D) COMPLIANCE. ANY EXISTING ASSOCIATION WHICH 
70 QUALIFIED FOR THE EXCEPTION TO SUB-SECTION (A) 
71 PROVIDED IN SUB-SECTION (B) HEREOF AND WHICH DE- 
72 SIRES AND INTENDS TO CONTINUE IN THE BUILDING SAV- 
73 INGS AND LOAN BUSINESS SHALL, ON OR BEFORE JANU- 
74 ARY 1, 1962: (1) REQUIRE THE USE, AT ALL TIMES IN CON- 
75 NECTION WITH SUCH NAME, THE PHRASE, IN PAREN- 
IB THESES, "STOCK CORPORATION"; (2) AMEND ITS COR- 
77 PORATE CHARTER, IF NECESSARY, TO PROVIDE THAT 
78 FREE SHARE ACCOUNT HOLDERS SHALL BE ENTITLED TO 
79 VOTE ON ALL MATTERS AS TO WHICH GUARANTY STOCK 
80' HOLDERS MAY BE ENTITLED TO VOTE, EACH SUCH FREE 
81 SHARE ACCOUNT HOLDER TO BE ENTITLED TO THE VOT- 
82 ING RIGHTS DEFINED IN SECTION 161Q OF THIS ARTICLE • 
83 (3) MAKE SUCH OTHER CHARTER AMENDMENTS AS MAY 
84 BE NECESSARY FOR COMPLIANCE WITH THE PROVISIONS 
85 AND REQUIREMENTS OF THIS SECTION; (4) SEND BY 
86 REGISTERED MAIL TO EACH STOCKHOLDER OF RECORD 
87 WHOSE SHARES ARE DESIGNATED TO BE GUARANTY 
88 STOCK UNDER THIS SECTION A NOTICE (I) STATING THE 
89 INTENTION OF THE ASSOCIATION TO CONTINUE IN THE 
90 BUILDING, SAVINGS AND LOAN BUSINESS UNDER THIS 
91 SECTION, (II) DESCRIBING THE PLAN UNDER WHICH THE 
92 ASSOCIATION INTENDS TO COMPLY WITH THE REQUIRE- 
93 MENTS OF THIS SECTION,-AND (III) STATING THAT WITH- 
94 IN THIRTY (30) DAYS OF THE MAILING OF SUCH NOTICE 
95 THE STOCKHOLDER OF RECORD NAMED THEREIN SHALL 
96 HAVE THE RIGHT TO REDEEM AT PAR ANY SHARES OWNED 
97 BY HIM WHICH ARE DESIGNATED TO BE GUARANTY STOCK 
98 UNDER THIS SECTION. IF ANY STOCKHOLDER ELECTS TO 
99 REDEEM AS HEREIN PROVIDED, THE ASSOCIATION SHALL 

100 MAKE PAYMENT IN ACCORDANCE WITH ANY REASON- 
101 ABLE PLAN, BUT SUCH PLAN OF PAYMENT SHALL BE 

•0 60 5564 
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103 FULLY EXECUTED NO LATER THAN JANUARY 1, 1962- (5) 
104 NO ASSOCIATION ISSUING GUARANTY STOCK SHALL 
105 AFTER THE EFFECTIVE DATE OF THIS ACT USE THE WORD 
106 "ASSOCIATION" AS PART OF ITS NAME. 

1 (E) FUTURE ISSUE OF GUARANTY STOCK. (I) ANY EXIST- 
2 ING ASSOCIATION WHICH QUALIFIES FOR THE EXEMP- 
3 TION TO SUB-SECTION (A) PROVIDED IN SUB-SECTION (B) 
4 HEREOF MAY FROM TIME TO TIME ISSUE ADDITIONAL 
5 SHARES OF GUARANTY STOCK, PROVIDED, HOWEVER 6 THAT ANY SUCH ISSUE SHALL BE MADE IN ACCORDANCE 
9 WTIH A PLAN WHICH SHALL HAVE BEEN FILED WITH 

10 APPROvED BY THE DIRECTOR. THE DIRECTOR SHALL 
o ££ m0VE ANY SUCH PLAN FILED WITH HIM IF HE FINDS 

1o ^ THE ASSOCIATION HAS COMPLIED WITH THE 
J? S??yTI?J?S[?„0F»SUB-SECTI0N <D> HEREOF, AND (II) THE 

IS FAIR- ANY APPLICANT OR PROTESTING ASSOCIA- 
^ AGGRIEVED BY ANY ACTION OR NON-ACTION OF THE 
JS SJ5SCT0R UNI)ER THIS SECTION MAY APPEAL THERE- 
JI fSSSiS ACCORDANCE WITH THE APPEAL PROVISIONS OF 18 SECTION 161H RELATING TO ORDERS. 

r ALL PROSPECTAE AND ADVERTISING MATTER RE- 20 LATING TO SUBSCRIPTIONS FOR GUARANTY STOCK SHALL 
21 INCLUDE A STATEMENT THAT SHARES OF GUARANTY 
22 STOCK ARE NOT INSURED. UU/uwunix 

23 (3) NO ASSOCIATION SHALL PAY TO ANY PERSON ANY 
24 COMMISSION FOR OBTAINING ANY SUBSCRIPTION FOR OR 
25 SALE OF SHARES OF GUARANTY STOCK. 

26 (4) NO ASSOCIATION SHALL GIVE OR OTHERWISE GRANT 
27 ANYTHING IN THE NATURE OF A STOCK OPTION TO ANY 

on 2££iCER' DIRECTOR, ATTORNEY, EMPLOYEE OR OTHER 29 PERSON IN CONNECTION WITH OR FOR THE PERFORM- 
30 ANCE OF ANY SERVICES FOR THE ASSOCIATION 

31 (F) LIST OF STOCKHOLDERS. ANY ASSOCIATION WHICH 
32 HAS ISSUED ANY OUTSTANDING GUARANTY STOCK SHALL 
33 ANNUALLY FURNISH THE DIRECTOR A LIST SHOWING 
34 THE NAME, ADDRESS AND NUMBER OF SHARES OWNED 
35 BY EACH OWNER OF GUARANTY STOCK, WHICH LIST 
36 SHALL BE KEPT CONFIDENTIAL BY THE DIRECTOR. 

II ASSESSMENT. (1) ANY ASSOCIATION WHICH QUALI- 38 FIES FOR THE EXCEPTION TO SUB-SECTION (2) HEREOF 
39 PROVIDED IN SUB-SECTION (B) HEREOF SHALL PREPARE 
40 A LIST SHOWING THE AMOUNT OF GUARANTY STOCK SOLD 
41 OR ISSUED AS OF JANUARY 1,1961, THE PAR VALUE THERE- 
42 OF AND THE PROCEEDS THEREOF AS REFLECTED IN THE 
43 FINANCIAL RECORDS OF THE ASSOCIATION AS OF JANU- 
44 ARY 1, 1961. THE PROCEEDS FROM THE SALE OF SAID 
45 STOCK SHALL BE SET APART TO THE EXTENT OF THE PAR 
46 VALUE AND SHALL BE MAINTAINED AS A FIXED AND 
47 PERMANENT CAPITAL OF THE ASSOCIATION. ANY PRO- 
48 CEEDS FROM SALE OR ISSUANCE OF SUCH STOCK AFTER 
49 JANUARY 1, 1961, SHALL BECOME PART OF THE FIXED AND 
50 PERMANENT CAPITAL OF THE ASSOCIATION. 

51 (2) IF IT APPEARS FROM THE FINANCIAL STATEMENT 
52 OF AN ASSOCIATION, OR THE DIRECTOR HAS REASON TO 
53 BELIEVE, THAT THE CAPITAL OF AN ASSOCIATION IS IM- 
54 PAIRED, THE DIRECTOR MAY EXAMINE THE ASSOCIA 
55 TION AND ASCERTAIN THE FACTS, AND IF HE FINDS THAT 
56 SUCH DEFICIENCY EXISTS HE SHALL REQUIRE THE ASSO- 

61 .5865 
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KQ SIAA!FcIOiSLJ^>r,Mr^'KE G00D SUCH DEFICIENCY WITHIN 60 
ro AFTER THE DATE OF REQUEST. THE DIRECTORS 59 OF EVERY ASSOCIATION UPON WHICH A REQUEST TO 
60 MAKE GOOD A DEFICIENCY IS MADE SHALL LEVY AN 
61 ASSESSMENT UPON THE GUARANTY STOCK TO REPAIR 
62 THE DEFICIENCY. THE DIRECTORS SHALL CAUSE NOTICF 
63 OF SUCH REQUEST TO BE GIVEN TO EACH STOCKHOLDFR 
64 OF SUCH ASSOCIATION SHOWING THE^AMOUNT OF TH? 
65 ASSESSMENT WHICH THE STOCKHOLDER MUST PAY FOR 
66 THE PURPOSE OF MAKING GOOD SUCH DEFICIENCY^ 

x>AiK1^A^iY.^r0CK}i0LI>ER REFUSES OR NEGLECTS TO 
fn PAYTHE ASSESSMENT SPECIFIED IN THE NOTICE AFORE- 69 SAID WITHIN 90 DAYS FROM THE DATE OF MAILING OR 

71 C^ATmNMAV THE SECTORS OF THE ASSO- 71 CIATION MAY SELL TO THE HIGHEST BIDDER THF 9HARF^ 
72 OF STOCK OF SUCH STOCKHOLDER^ BEFORE SUCH SALI 
73 THE DIRECTORS SHALL PUBLISH NOTICE OF THE SAI F 

75 PURT^uin8 fg ^SiWoSPAPER 0F GENERAL CIRCULATION 75 PUBLISHED IN THE COUNTY OR CITY OF THIS STATTT1 

76 WHERE THE PRINCIPAL OFFICE OF THE ASSOCIATION IS 
77 LOCATED, AND SERVE A COPY OT SUCH NOTICE OF SALE 
78 ON THE STOCKHOLDER PERSONALLY OR BY MAILING IT 

80 F?XED FORTSUCH1;ALEDDRESS 10 DAYS BEF0RE THE DAY 

oi m ^ FOR THE PURPOSES OF THIS SUB-SECTION- m IF 

83 DEDIirrmr TWpIAMmTx^T^0F AN ASSOCIATION' after 00 DEDUCTING THE AMOUNT OF ITS LIABILITIES INfl Tin 
84 ING THE VALUE OF ITS OUTSTANDING FREE SHARE AC 

II S2SN1l'oJS.LESS THAN THE AGGREGATE PAR VALUE OF 86 THE ASSOCIATION'S OUTSTANDING GUARANTY STOPPT 
87 THE CAPITAL OF THE ASSOCIATION SHALL BE DEEMED 

rq TS F0R THE PURPOSES OF THIS SECTION- 
OA A XT Fm' CHARGES AND COMMISSIONS RECEIVED BY 
9? FOR IIE YEAR RlcmVEBDE TREATED AS EARNEI) ™COME 

11 SE^IoMraTApIS TOSFI1ETHTARE ^COUNTS 
94 OF MEMBERS OR BORROWERS. AOLOUNTS 

1 J61Q. MEMBERSHIP AND VOTING RIGHTS. 

2 All shareholdera of associations heretofore or hereafter formed 
S under this Article andaU borrowers from such associations, and all 

i Persons assuming or obligated upon loarts made or held by such as- 
5 sociatums shall be members thereof, and all persons buying the 

7 %%?r?L3iV1rtn?iloan? T*6 !v associations subject to such 
I b*™ the Vnvxlege of such membership at all meetings of 8 the members of such associations; each borrower and each obligor 
9 upon a loan and each owner shall be entitled to one vote as such 

10 borrower, obligor or owner. Shareholders, with the exception of 
11 borrowers, shall be entitled to one vote for each fully paid share 
12 owned , OR ALTERNATIVELY, SHAREHOLDERS SHAII T-TAVV 
13 ONE VOTE FOR EACH FREE SHAREHOLDER ACCOUNT 

1 161R. BY-LAWS; COPY AND FILING. 

2 At the written request of the Director, a copy of the bv-lawa and 
S any amendments thereto of an association, certified to be a true 
4 copy pursuant to Section }8 of this Article, shall be filed with the 
5 Director within ten (10) days of such request 

62 ssgg 
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1 161S. FINANCIAL STATEMENT. 

2 The president of every association, or if so provided by the by- 
S laws, some other officer thereof, shall prepare or cause to be pre- 
4 pared annually a statement of its financial condition in a form 
5 prescribed or approved by the Director, which shall be submitted at 
6 the annual meeting of the shareholders and filed within twenty (20) 
7 days thereafter at the principal office of the association in the State. 
8 A certified copy of the statement shall be filed with the Director 
9 within twenty (20) days after the annual meeting of the share- 

10 holders. A statement of condition of the association shall be delivered 
11 to any member upon request. A CERTIFIED STATEMENT OF 
12 THE SALARIES, FEES AND EXPENSE ACCOUNTS PAID TO 
13 THE OFFICERS AND DIRECTORS OF THE ASSOCIATION 
14 SHALL BE FILED WITH THE DIRECTOR AT THE SAME TIME 
15 THE STATEMENT OF FINANCIAL CONDITION IS FILED AND 
16 SHALL BE MADE AVAILABLE BY THE DIRECTOR TO ALL 
17 FREE SHARE ACCOUNT HOLDERS UPON REQUEST. EVERY 
18 FREE SHARE ACCOUNT HOLDER SHALL BE SENT NOTICE 
19 BY MAIL OF THE PLACE AND DATE OF THE ANNUAL MEET- 
20 ING AT LEAST TWENTY DAYS PRIOR THERETO. 

1 161T. MANAGEMENT; DIRECTORS. 

2 The business and affairs of every association of this State shall be 
S managed by a board of not less than five (5) nor more than fifteen 
U (15) directors. All the directors shall be citizens of the United 
5 States and TWO-THIRDS (2/3) OF SUCH DIRECTORS SHALL 
6 BE bona fide residents of this State-; cccoopt that up one third 
7 Ui-e direct ore w44 board may be roc id onto &f- eta-too etd- 
8 saecnt ie Maryland, or the Dietriot &f- Columbia. Such non NON- 
9 resident directors shall be approved by the Board as qualified to serve 

10 as such directors. 

1 161U. CONSOLIDATION; MERGER; DISSOLUTION. 

2 (a) Approval by Director. Any association shall have power to 
8 consolidate or merge with any other incorporated association in this 
h State as provided by this Article for corporations having capital 
5 stock, upon first filing its proposed plan of consolidation or merger 
6 with the Director and securing his approval thereof. Any associar 
7 tion of this State shall have the power to partially liquidate, dis- 
8 solve or reorganize pursuant to the provisions of this Article per- 
9 taining to corporations of this State, upon first filing its proposed 

10 plan of partial liquidation, dissolution or reorganization with the Di- 
ll rector and securing his prior approval thereof. The Director shall 
12 approve any plan of consolidation, merger, liquidation, dissolution 
18 or reorganization filed with him if he finds that (1) any resulting 
lh association meets all requirements of this Article relating to the 
15 formation of new associations; and (2) the plan is fair; and (8) 
16 the execution of the plan will promote the public interest, con-. 
17 venience and advantage. The Director shall publish the fact that a 
18 plan has been filed for at least two (2) successive weeks after filing 
19 in a newspaper of general circulation in the city, town or county 
20 in which the principal office of each association named in the plan 
21 is located, and shall give such other notice as may be desirable. Upon 
22 approval of any plan aforesaid, the Director shall certify as ap- 
28 proved any documents required by this Article to be filed with the 
2U State Department of Assessments and Taxation. 

25 (b) Appeal. Any applicant or protesting association aggrieved by 
26 any action or non-action of the Director under this Section may ap- 
27 peal therefrom in accordance with the appeal provisions of Section 
28 161H relating to orders. 5867 
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1 161V. BRANCH OFFICES. 

2 Approval by Director. No domestic FEDERALLY OR STATE 
^ associaiton shall establish, maintain or relocate any A branch office without filing an application therefor with the Director 
5 and securing his prior approval thereof. Any application for the 
6 establishment, maintenance or relocation of a branch office shall 
7 state: (1) the proposed location thereof, (2) the need therefor, (3) 
8 the functions to be performed therein, (U) the estimated annual ex- 
it pense thereof,, and (5) the mode of payment therefor. Such applica- 

10 tionshaU be approved by the Director if he finds that the proposed 
11 establishment, maintenance or relocation of a branch office will pro- 

2 mote the public interest, convenience and advantage and whether 
lo such, branch office will be efficiently operated in accordance with 
14 the policy of this sub-title. The Director shall publish the fact that 
15 such an application has been filed for at least two (2) successive weeks 
it after filing in a newspaper of general circulation in the city, town or 
17 county in which the proposed branch office is to be located, and shall 

iq notice ^ may be desirable. ANY FINANCIAL IN- 
I8h AREA IN WHICH A BRANCH OFFICE 
lo in T0 BE LOCATED SHALL HAVE THE RIGHT 
18d ™POSED APPROVAL BY THE BOARD 
18 TEST HAVE THE RIGHT TO BE HEARD ON SUCH PRO- 

©o Appeal. Any applicant or protesting association aggrieved by any action or non-action of the Director under this Section may ap- 

» ,rom tn accordance with the appeal provisions of Section 161H relating to orders. 

20 
21 

161W. PROHIBITED TRANSACTIONS. 

(a) Loan to officer, director or employee. It shall be unlawful for 
any association to make a loan to any of its officers, directors or 

U employees,-or to any corporation or business in which any officer, 
5 director or^employee,.or-any^member-of-the-family of such officer, 

X director or employee, owns an interest of ten per cent (10%) or 
7 more, except upon the security of the home or free share accounts 
8 tn the association of such officer, director or employee, provided that 

in X# f.ree store accounts shall not exceed 10 ninety per cent (90%) of the withdrawal value thereof. 

Exception. An association may make a loan prohibited by 

19 (a) ^eof Provided the loan is: (1) approved by a two- 
it. # iS (2/S) yote of the board of directors, any interested director U taking no part xn such vote, and (2) appraised by a disinterested ap- 
IS praiser appointed by the Director and (S) approved by said Director. 

VL nJ^LP^ehcfe ^ 1683 t!ian f™6 value- I* shall be unlawful for any 

1R 0/ an Msonation to have any interest, 18 director indirect, tn the firehose at less than its face vedue of any 
19 free share account or evidence thereof issued by such association. 

1 161X. WITHDRAWAL. 

6 (a) Procedure; limitation er ON withdrawal. Any free shareholder 

A SfKr0 ^ I™* FT68/711 ® written application for withdrawal of \ ^ or any part of his free share accounts. No member shall have on 

K afJ
soctatu^ than one application at a time. Every application shall request immediate unthdrawal of a stated amount 

ffwtu™.at any time in whole or in part in writing. Every assocS- 
t^haU vay, or number, fate and file in the order of actual recSSt 
wry unthdrawal application. Withdrawals shall be made Z "he 
order of actual receipt of applications, except as provided in this 
Section. Upon withdrawal, an association shall pay the value of 
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IS any free share account as determined by the board of directors, but 
14 not in excess of the withdrawal value thereof. If an association so 
15 elects, it may at any time pay in full each and every application as 
16 presented. It shall not, however, pay some in full unless it pays 
17 every application on file in full, except by paying all applications on 
18 file on the ratable or pro rata plan prescribed in this Section. The 
19 board of directors shall, however, have an absolute right to pay 
20 upon any application not exceeding two hundred dollars ($200.00) 
21 to any one account holder in any one month in any order. No as- 
22 sociation shall obligate itself to pay withdrawals on any plan other 
23 than as provided in this Section. Free shareholders who have filed 
2h written application for withdrawal shall remain free share mem- 
25 bers as long as their applications remain on file. No dividends shall 
26 be declared on that portion of an account which has been noticed 
27 for withdrawal, which for dividend purposes is required to be de- 
28 ducted from the latest previous additions to such account, as long 
29 as such application is on file. 

50 (b) Plan of withdrawal; notices; withdrawing account holders not 
51 creditors. The ratable or pro rata plan of withdrawals is as follows: 
52 On the first day of each month, each application which has been on 
53 file since the first day of the preceding month shall be paid its ratable 
Si or pro rata share. At least one-third (1/S) of the receipts of the 
So association from its members during the preceding calendar month, 
36 exclusive of interest and expense account payments shall be applied 
37 on the first day of each month to the payment of applications which 
38 have been on file since the first day of the preceding month. Each 
S9 succeeding month each such application shall receive its ratable or 
jO pro rata share of said receipts as aforesaid; each such application 
41 shall be deemed refiled the first of each succeeding month unless 
42 withdrawn m writing. Such limited payment on the first of each 
43 month, and such renumbering, shall take place on the first day of 
UU each subsequent month as long as there are applications unpaid 
45 Any association may apply to withdrawals an amount larger than 
46 one-third (1/S) of such receipts as aforesaid, but cannot obligate 
47 itself to do so. All notices with respect to an application for with- 
48 drawal as aforesaid shall be sent to the applicant by mail at his last 
49 address. Unless the applicant shall apply in person or by writing 
50 for such withdrawal within thirty (SO) days from the date of such 
51 notice, no payment on account of such application shaU be made, 
52 and such application shall be cancelled. Such withdrawing members 
53 shall not at any time be deemed creditors of said association either 
54 before or after the notice to withdraw, and said withdrawing mem- 
55 bers shall have no right of action at law or in equity against said 
56 association for the repayment of any amount sought to be withdrawn 
57 unless and until a default shall occur in said payments as provided 
58 for above and then only at law, and to the extent of the secured 
59 payments due as above provided. 

161Y. DEFINITE RATE SECURITIES FORBIDDEN. 

2 No association shall issue, sell, negotiate, or advertise for sale 
8 either to members or the public any type of investment security 
4 other than free share accounts, GUARANTY STOCK "Christmas'' 
0 and/or vacation club" funds in account with it. No association shall 
6 agree to pay, on any free share account, a rate or amount, in dividends 
7 or other distributions, which is fixed. This Section shall not be con- 
8 strued, however, to exclude the power of an association to borrow 
9 money from banks, or other similar borrowings. 

1 161Z. INVESTMENTS OF ASSOCIATIONS. 

2 (a) Power to invest. In addition to the investments permitted to 
3 be made by associations organized under the laivs of this State ppr- 
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5 Twl 'to tve™ 150 thh Article■ everv skall have 

7 noiV tn SUC^ rea^ e?iate 05 rnay be or reasonably anticivated to be 
8 C

f
0

h
nvenient f°r pe. transaction of its business, and this 

9 f%zhy Teniax"otherwise■ 

n h/^LT ^ eSta^e Purchased at auction sale, public or private 
'I Cst up°n ""associati'"' Ke" 

U oUipitSn;"'(1CCepled by the "ssociation in satisfaction ol any 

u j& association ^exchange hr ^ 

19 (€) m chattels and equipment necessary to conduct its business. 

19b HOl/sfNG^ PEWECT^Prim^n 0F COOPERATIVE 

^ IN^RTNTCH
E
BCAORPORAWORNED BY THE federal DEPOS'T 

I 
If S Property securing any mortgage authorized by Section ISO nf 
24 radhJofthe W mil' 

I 
28 held by thTLociti^ " Xf firSt lien 0n satd PWrty is 

1 161AA. PROMOTIONAL ACTIVITIES PROHIBITED 

' sSsSH#2;?rf«"~^ 
«/ <«*> dollaro and fiftv conto '»<> ^ ^ S ^ Va*Ue 171 exce3S 

Board ehall havo fa, u~ - - -----1 ^7 Prwidod, however i that the 
annjvrnprir,** rf.r.fftS Sn ^aWg0 flWOWW^ ^ 

e iisi 

(taMl tke-asZZ™^tkl!£L%*l*°SL t^oTontu^i 

with, or at the same time as another item or other item £ i ^nection 
1U supplier, not identical therewith such value thlniW "5 the same 
15 then current regular selling price ^charo/Jn! to be the 
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19 of this Section, the term "give" means to give, to sell or dispose of 
20 for less than full monetary value as hereinbefore defined, or with 
21 any agreement or undertaking, contingent or otherwise, for repur- 
22 chase or redemption, whether total or partial, or to offer, promise, 
23 or agree to do any of the foregoing. The term "give-away" means 
21* any money, property, service, or other thing of value, whether tang- 
25 ible or intangible. The term "account" means free share account 
26 of an association of whatsoever class or designation, accounts, share 
27 account, investment certificate, share subscription, and credit to the 
28 account of the maker thereof other than credit on account of a loan 
29 by the association. 

1 161BB. REVIVAL OF CHARTER. 

2 The charter of any association heretofore or hereafter forfeited 
S for non-payment of taxes, or failure to file an annual report with the 
U State Department of Assessments and Taxation, may, at any time, 
5 be revived as set forth in Section 85 of this Article, provided that 
6 the articles of "revival shall first be approved by the Director under 
7 such terms and conditions as may be prescribed by regulations of 
8 the Board. Any association aggrieved by the action of the Director 
9 in declining to approve such articles or in conditioning his approval 

10 thereof may appeal from such action in accordance with the appeal 
11 provisions of Section 161H relating to orders. 

1 161CC. EXAMINATIONS. 

2 (a) Right to make. The Director shall examine, or cause an ex- 
3 amination to be made into, the affairs of every association subject 
4 to the provisions of this sub-title at least once every three (S) years, 
5 and at such other times as the Director may deem necessary. If an 
6 association is not audited at least once every three (8) years in a 
7 manner satisfactory to the Director,- the examination of such asso- 
8 ciation may include an audit. IF ANY SUCH AUDIT IS MADE. IT 
9 SHALL BE PERFORMED BY ONE OR MORE CERTIFIED PUB- 

10 LIC ACCOUNTANTS. The Director-, the Deputy Director, or his ex- 
11 aminer shall have free access to all books and papers of an association 
12 which relate to its business, and books and papers kept by any officer, 
12a agent, or employee, relating to or upon which any record of its busi- 
12b ness is kept. 

18 (b) Federal examinations. The Director in lieu of such examines- 
1U tion and audit may accept an examination and audit made or accepted 
15 by a federal home loan bank, the Federal Home Loan Bank Board, 
16 or by the Federal Savings and Loan Insurance Corporation. 

1 161DD. APPORTIONMENT OF PROFITS. 

2 The board of directors of any association shall apportion the profits 
8 of the association, at least annually and as much more often as the 
A by-laws may prescribe; and each apportionment shall be made in 
5 accordance with the following procedure: 

6 (1) A proper allocation first shall be made to the general reserve 
7 fund. 

8 Additional allooatione thm may be made to emh opooial t>&- 
9 sorvoo a# ike board of dircotoro may ootablioh or may havo ootab 

44 liohod, 

8 (2) ADDITIONAL ALLLOCATIONS THEN MAY BE MADE 
9 TO SUCH SPECIAL RESERVES AS THE BOARD OF DIREC- 

10 TORS MAY ESTABLISH OR MAY HAVE ESTABLISHED. 

11 (8) Dividends then may be declared on all free share accounts in 
12 accordance with the provisions of this Article and the by-laws of the 
18 association. 
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W W resid*e°f such Profits may be held as "undivided profits " 15 subject to use in the same manner as profits generally. 

1 161EE. RESERVES. 

2 
S 

7 
8 
9 

10 
11 

(a) Minimum allocation. Each association shall maintain a general 

l Ef.T" be s°'elV '<"■ th° wrpose o^absorbing 
s f- f }.°ard "l direct'"-l shdu allocate such poHUm of the association s profits as the board may determine * excevt that 

TlPTZtt6 t0t<d a™unt-0f 8Uch ^rveyis less than s£ per cZ; 
Iwi .ag^egate withdrawal value of the association's free share accounts, th^ aUocatum to . such reserve upon each apportion- 
ment of profits shall be not less than ten per cent (10%) of the vroftt* 
6etnp apportioned or such lesser portion as will increase such reserve 
to the required total amount. reserve 

determined by board of directors; restrictions Subiect to the 

tShSZTSf f0:ih iW this Article ^ ^ciaii^'TbyVws the board of directors from time to time may determine the rate and 

t TTntrf dlv}d™te to be paid on free share aZunts However 
tn tht Mi •n on free share accounts shall be subject to the followmg restrictions: (1) If the total amount of the aenercd 
reserve fund is less than that required in Section 161EE of this 

12 (b) Special reserves. The board of directors may establish and 

ll Xlri?m reserves as they may deem advisable to which U charges may be made as the board of directors may determine 

1 161FF. DIVIDENDS. 

2 
S 
U 
5 
6 
7 
8 

12 MiilZs y circumstances from capital or unearned 

I3, f™0™*3; A dividend need not be allocated to any free 
A Mcount which has a withdrawal value of less than twentv fino 
A u%Z(t!S-00>mthereeord^™th 

H , f0) Resolution governing dividends. The board of directors xhnll 

is theme,th°d°J^ 
io ani the Me m whkh tu«»«^ 

1 161GG. EXPENSES AND MEMORANDUM OF SETTLEMENT 
associatio?1 WV require borrowing members to vav all rvi. 

eipimses iiwirred in connection with the making cloZS^ 

^ rJSSg of r^d 

3 

tsssis sss" >e
cw"- modifying or amending the usury laws of this State chanO™g, 

161HH. FRANCHISE TAX. 

2 
S 
U 
5 
6 
7 
8 
9 

7 
8 
9 

10 

i tesiias 

St^of9Mn0afe ^bd*0?01 Of its free shares purchased in the SUite of Maryland, said free shares to be totalled as of December Si 
of each and every year, and shall certify the said amount dw to td 

taxthrilh* ComVtroU*l 0f the Treasury as other state taxes. Such tax shall be payable without interest at any tine on or be'— * 
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11 15, of each and every year, commencing on April 15, 1962, and if 
12 such tax be not paid as above provided, then the said tax shall there- 
1S after bear interest at the rate of one-half of one per cent (Yj of 1%) 
1U for each month or fraction of a month, and if such tax be not paid 
15 before the first day of December following, a penalty of five per cent 
16 (5%) on the amount thereof shall be added. Provided, however, 
17 that if by reason of any law of any foreign jurisdiction an associa- 
18 tion chartered in this State and doing business in such other juris- 
19 diction is required to pay a franchise tax to said foreign jurisdiction 
20 based upon its free shares purchased in the State of Maryland, then 
21 the tax imposed by this section shall be reduced to the extent of such 
22 additional franchise tax so paid to said foreign jurisdiction. 

1 161-11. EXEMPTION FROM BLUE SKY LAW. 

2 The sale of free share accounts of any association doing business 
S in this State is hereby exempted from all provisions of law of this 
U State which provide for the supervision and regulation of the sale 
5 of securities, and the sale of any such accounts, shall be legal without 
6 any action or approval whatsoever on the part of any official au- 
7 thorized to license, regulate, and supervise the sale of securities. 

1 161JJ. SEVERABILITY. 

2 If any provision of this^ sub-title or the application thereof to any 
S person or circumstance is held invalid, such invalidity shall not 
h affect the other provisions or any other application of this sub-title 
5 which can be given effect without the invalid provision or applica- 
6 tion, and to this end, the provisions of this sub-title are declared to 
7 be severable. 

1 161KK. CONFORMITY. 
2 Sections 161A through 161KK of this Article shall be considered 
8 as additions to all existing laws covering or affecting building, sav- 
4 ings and loan or homestead associations, or associations using any 
5 combination of these names, and shall replace and prevail over such 
6 existing laws to the extent that the provisions of these Sections are 
7 contradictory or inconsistent, but only to the extent of such con- 
8 tradiction or inconsistency, and such existing laws, subject to the 
9 above provisions, shall be and remain in full force and effect as if 

10 these Sections had never been enacted. 

1 SEC. 2. AND BE IT FURTHER ENACTED, THAT THIS ACT 
2 SHALL TAKE EFFECT ON JCUL¥ JUNE 1, 1961. 

Approved: 

Governor. 

President of the Senate. 

Speaker of the House of Delegates. 
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COMMISSION TO STUDY THE ESTABLISHMENT 
OF A STATS SYSTEM OF INSURING DEPOSITS 

f m OF SAVINGS AND LOAN ASSOCIATIONS ^ 

hS k b Room 809, State Office Building 
301 West Preston Street '"■-v 

. > Baltimore 1, Maryland ''-r O ^ ^ 
% 'K V 

February 1, 1962 

  ' ^ ft 
? 

To His Excellency 
J. MILLARD TAWES - 
Governor of the State of Maryland * 

To the Honorable, 
The General Assembly of Maryland • , 

■ > 
In response to Joint Resnlntinn Nn ?? n-r i-ht. tqai 

General Assembly, this Xiommission v/as appointed to study the 
establishment of a State system of insuring deposits of savings v 

and loan associations in the State and now submits the follo-.v1 np; 
report. 

In the course of its deliberations, the Commission has 
met with representatives of the savings and loan industry and 
has also conferred with officials of the Co-operative Central 
Bank of Massachuse'tts aild "the Ohio Deposi't Guarantjee Fund, "the 
only organizations which.are engaged in a comparable activity. 

As a result of its(studies, the Commission has reached 
the following conclusions: 

^• That a system for insuring the free-share accounts 
of State chartered savings and loan associations is desirable 
and in the public interest. 

2, That such insurance should be provided through a 
central fund financed by the insured associations as is done 
in Massachusetts and Ohio and that the faith and credit of 

■the State should not be pledged. 

3. That all of the sound and well managed Maryland 
savings and loan associations should be eligible for member- 
ship in the fund, but that their participation therein should 
be voluntary. 

4. That the supervision of the participating savings 
and loan associations by a State regulatory agency is essential. 

5. That exemption from Federal income taxation will be 
essential to the success of any fund for the purpose of insuring 
free share accounts. 

As a result of these findings, this Commission recommends 
for the consideration of the 1962 General Assembly a bill cre- 
ating a non-stock, non-profit corporation for the puroose of 
carrying out these objectives. The Commission has drafted a bill 
which, in its opinion, will serve this purpose. 

David R. Cohan 
James O'C. Gentry 
John D. Hospelhorn 
Marvin Mandel 
George V. Parkhurst 
F. Douglass Sears 
Harry B. Wolf, Jr. 
John P. Zebelean 
John S. Shriver, Chairman 
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A BILL 
entitled 

*K ACT to add „e. Sections 161m to 16m, loclosive, ™der the „e» 

sub heading Maryland oavings-Share Guaranty Fund, Inc.," to 

Article 2} of the Annotated Code ot Maryland (1957 Edition mid 

1961 Supplement), title "Corpor.tlone." sub-title "III. /articular 

Classes of Corporations," to follow imnediately after the sub- 

i heading "Building or Homestead Associations" and immediately after 

Section 161LL thereof, end to repeal and re-enact with amendments 

oection 150 of said Article and sub-title (1957 Blition), sub- 

heading "Building or Homestead ..ssoclations." creating the Maryland 

avmgs-Share Ouaramty Pund. Inc., as a non-stook, non-profit 

corporation to promote the elasticity and flexibility of the 

resources of member associations, to provide for the liquidity of 

■ associations through a central reserve fund, and to insure 

the free share accounts of such associations; providing generally 

for the purposes, powers, duties, and operations of this 

corporation; relating to the confidentiality of certain Information 

obtained under the sub-heading "Building or Homestead ssoclations" 

of this Article; providing that homestead or building associations 

incorporated under the laws of this State may become members of 

this corporation, nake certain transactions With the corporation 

•nd comply with the conditions of membership and credit of the 

corporation; and relating generally to the insuring of free share 

accounts in certain savings and loan associations In this State 

one to the corporation herein created for that purpose. 

SECTION 1. BE IT IH..0TS0 BY THE GmsLl aSSaBSI OP M.urs.J®, 

That new Sections 16im to 16m. inclusive, under the new sub- 

heading "Maryland Savings-Shore Guaranty Fund, Inc.," be and they 

sre hereby added to Article 25 of the .tanotated Code of Maryland 

1957 lidition and 1961 Supplement), title "Corporations," sub- 

title "III. Particular Classes of Corporations," to follow 

immediately after the sub-heading "Building cr Homestead 

Associations" end immediately after Section 16111 thereof, and to 

read as follows: 
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MARYii-'iND SAVINGS-SHAJIE GU^RJIWTY FUND, IKC. 
ITjJLICS 

161MI1. A non-stock, non-profit corporation is created, which 

shall be known as the Maryland Savings—Share Guaranty Fund, Inc., 

and the members of which shall be certain eligible savings and 

loan associations of this State. Except as otherwise provided 

in this sub-heading, the Corporation possesses all the powers, 

privileges, and immunities which now are or hereafter may be 

conferred on corporations by the general corporation law applicable 

to corporations organized thereunder. The Board of Directors 

may adopt and promulgate by-laws, rules, and regulations which 

conform to the reasonable intent and purposes of this sub-heading. 

The rules and regulations apply to members of the Corporation and 

to associations applying for membership therein. The by-laws, 

rules, and regulations so adopted shall be filed with the De- 

partment of assessments and Taxation. 

161NN. (a) The purposes of the Corporation are to promote 

the elasticity and flexibility of the resources of member associ- 

ations, to provide for the liquidity of such associations through 

a central reserve fund, and to insure the free share accounts of 

such associations. 

(b) In furtherance of said purposes the Corporation 

has the following powers: 

(i) To provide for the liquidity of member 

associations through the creation of a central reserve fund for 

the purpose of making loans to member associations. 

(n) To insure the free share accounts of member 

associations through the creation of a central insurance fund. 

(iii) To borrow money and otherwise incur 

indebtedness for any of its purposes; to issue its bonds, 

debentures, notes, or other evidences of indebtedness, whether 

secured or unsecured, therefor; and to secure the same by mortgage, 

pledge, deed of trust, or other lien on its property, rights, and 

privileges of every kind and nature or any part thereof. 

~2~ A-56360 
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(iv) To lend money to, and to guarantee, endorse, 

or act as surety on the bonds, notes, contracts, or other obli- 

gations of, or otherwise assist' financially, any member association 

and to establish and regulate the terms and conditions with respect 

to any such loans or financial assistance and the charges for 

interest and service connected therewith; 

(v) To purchase, receive, hold, lease, or otherwise 

acquire, and to sell, convey, mortgage, lease, pledge, or otherwise 

dispose of, upon such terms and conditions as its directors may 

deem advisable, real and personal property, to the extent permitted 

under the provisions of either Section 160Z or Section 161Z of this 

(1961 Supplement), as amended from time to time, depending 

upon which is effective; together with such rights and privileges 

as may be incidental and appurtenant thereto and the use thereof, 

including, but not restricted to, any real or personal property 

acquired by the Corporation from time to time in the satisfaction 

of debts or enforcement o£ obligations. 

(vi) To invest any of its funds, upon proper authori- 

zation -thereof by the board of directors, in any of the following: 

A. Cash or deposits in checking or savings 

accounts, or under certificates of deposit in National or State 

banks and trust companies, to the extent th^t "such accounts are 

insured by the Federal Deposit Insurance Corporation. 

B. Savings and loan association share accounts 

to the extent that such accounts are insured by the Federal 

oavings and Loan Insurance Corporation. 

C. Interest-bearing bonds, notes, certificates 

of indebtedness, bills, or other obligations of the United States, 

any State, or the District of Columbia, or of any commission, 

instrumentality, agency, authority, or political subdivision 

thereof having legal authority to issue the same. 

D. Interest-bearing bonds, notes, or other 

interest-bearing obligations of any corporation created or existing 

under the laws of the United States, any State, or the District of 

Colur:bia. 

-3- 
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E. Dividend-paying stocks or shares having readily 

marketable values of any corporation created or existing under the 

laws of the United States, any State, or the District of Columhia; 

provided that the Corporation nay not invest more than 10% of its 

total assets in such stocks, nor more than 3% of its total assets 

in the stock of any one corporation. 

F. Loans secured by first mortgages or deeds of 

trust on unencumbered fee simple real estate or improved leasehold 

property in this State, to an amount not exceeding 75% of the fair 

market value of such property. Such loans shall be additionally 

secured by appropriate fire(insurance on the improvements. The 

limitations hereof shall not apply to loans insured or guaranteed 

under the Federal Housing «dministration program or under the 

Servicemen's Readjustment Act of 1944-, as amended. 

G. Ground rents in this State. 

H. 'Collateral loans secured by pledge of any 

security hereinabove named. 

Direct loans to memb.r associations under the 

term's a:nd conditions established therefor by the board of 

directors. 

(vii) To exercise all other corporate pov/ers granted by 

general law to corporations in this State, which are not incon- 

sistent herewith and which are necessary or appropriate to the 

purposes hereof. 

(c) The earnings shall be accumulated by the Corporation, and 

no part thereof shall be returned to the member associations. 

161-00. (a) All of the corporate powers of the Corporation 

shall be exercised by a Board of Directors, which initially shall 

be appointed by the Governor. After a minimum of twenty-five 

associations have become members of the Corporation, the first 

annual meeting of the Corporation shall be held, and the member 

associations of the Corporation shall elect ten directors, each 

of whom shall be a registered voter of the otate of Maryland and 

shall reside therein. Of the directors elected at the first 

annual meeting, three shall be elected for terms of two years 
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each, three shall be elected for terms of three years each, and 

four shall be elected for terms of four years each; and thereafter 

all terms shall be for four years each. 

(b) In addition to the ten directors elected by 

the meaber associations, as provided in sub-section (a) of this 

section, the Governor of Maryland shall appoint one director of 

the Corporation for a tem of four years, whose term shall 

ence on the date of the first annual meeting of the Corporation 

and thereafter the Governor shall appoint a director fro. ti.e to 

time to fill this office of director whenever it becomes vacant, 

toy director so appointed shall be a registered voter of the 

State of. Maryland who resides in Maryland. 

Cc) If any vacancy occurs in the membership of 

any director elected.by the members of the Corporation, through 

death, resignation, or otherwise, the remaining directors shall 

•Let a person to fill the vacancy for the unexpired term. «ny 

vacancy occurring in the ten. of th. director appointed by the 

Governor shall be filled byithe Governor for the unexpired term. 

upon the expiration of the term of any director, he shall continue 

as such until his successor has been elected or appointed, and 

has qualified. 

(d) The Board of Directors shall elect one of its 

members as Chairman of such Board, shall adopt by-laws for the 

Corporation, and may appoint such officers and employees as it 

deems advisable. 

(e) Six members of the board of directors are a 

quorum. 

(f) In the election of directors and in voting 

on any other matter legally to come before a meeting of the 

Corporation, each member association of the Corporation has one 

vote, to be cast by a delegate authorized to act by that associ- 

ation. A delegate may not vote on behalf of more than one 

member association. A majority of the votes so cast shall elect 

directors or determine any question put to a vote. 



(g) Not more than three directors of the Corpo- 

ration, at any one time, may be directors or officers of member 

associations which are members of the Federal Savings and Loan 

Insurance Corporation. If at any time the member association of 

which a director is a delegate becomes a member of the Federal 

Savings and Loan Insurance Corporation, and the directors of the 

Corporation thereby exceed three as provided herein, the term of 
I 

the delegate of the member association becoming a member of the 

said Federal Corporation becomes vacant, and the vacancy shall be 

filled as provided in subsection (c) of this section. 

(h) The directors of the Corporation may receive 

such reasonable compensation as may be determined. 

(i) The directors of the Corporation shall fix 

the amount of the surety bonds of the officers and employees of 

the Corporation conditioned \/pon the faithful performance of their 

duties, as provided in the by—laws of the Corporation. 

161PP. The membership of the Corporation consists of those 

associations the financial affairs, solvency, management, and 

directorship of which have been certified to the Corporation, as 

approved for insurance of free share accounts, by the Director, 

and which have thereupon filed an application for membership 

accepted by the board of directors, which acceptance shall not be 

dertied except for good cause shown. As provided in section 150 

of this Article, as amended from time to time, every savings and 

loan association of this State as hereinafter defined may become 

a member of the Corporation and may invest in and pay such 

assessments, premiums, and other charges as may be required for 

participation in the Corporation. Membership in the Corporation 

is for the life of the Corporation, except that any member may 

withdraw upon written notice given one year in advance, or in 

the manner provided in the by-laws of the Corporation. 

-6- 
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161QQ. The provisions of Sections 160J and 161J of this 

Article (1961 Supplement, as may be amended from time to time), 

whichever may have effect, shall be construed and applied so as 

not to prevent a proper exchange of information relating to 

associations and their business between the Director and repre- 

sentatives of the Maryland Savings-Share Guaranty Fund, Inc. 

161RR. Under no circumstances is the faith or credit of the 

State of Maryland pledged herein. 

161SS. Promptly upon its appointment, and before the 

acceptance of the membership of any associations, the temporary 

board of directors shall promulgate such by-laws, rules and 

regulations as may be necessary and proper to carry out the 

provisions hereof and as are not inconsistent herewith. There- 

after, the by-laws, rules, and regulations so adopted may be 

amended or revoked, .and amendments and new by—laws, rules, and 

regulations win . become 'effective only after submission to and 

obtaining the approval of the Director, whose approval may be 

denied only if he has reason to believe that the principles and 

purposes of this sub-heading will be subverted thereby or if the 

best interests of the public will not be promoted thereby. Unless 

the Director shall within JO days after submission notify the 

Corporation of his disapproval and state the grounds therefor, 

the anendments, by-laws, rules and/or regulations so submitted 

shall be deemed approved. 

161TT. Neither the Corporation, the member associations, 

nor those persons owning free share accounts therein, are subject 

to the provisions of Article 48A of this Code by reason of 

participation herein. 

161UU. No officer or director of the Corporation, whether 

appointed or elected, is personally liable upon any of its 

contracts legally entered into on behalf of the Corporation 

unless the same by its terms shall expressly obligate him or them. 



o 

161W. The life of the Corporation is perpetual. 

16IWW. As used herein, the following words have the 

meanings indicated unless the context clearly requires a different 

meaiiing: 

(1) "Corporation" means the Maryland Savings- 

Share Guaranty Fund, Inc., created hereby. 

1 (2) "Director" means the Director of the State 

Department of Assessments, and Taxation, as provided in Section 

160? of this Article, or it means the Director of the Department 

of Building, Savings and Loan Associations, as provided in 

Section-1610 of this Article, depending upon which section is 

effective. 

(3)•'^Directors" means the Board of Directors of 
i 

the Maryland Savings-Share Guaranty Fund, Inc. 

(4) "Association" means association engaged in 

the sayings and loan business as defined in Section 160B of this 

Article or as defined in section 161B of this Article, as either 

is amended from time to time, depending upon which section is 

effective. 

161XX. The Corporation is exempt from all special and 

ordinary taxes and from documentary stamp and transfer taxes 

imposed "by this State or any political subdivision thereof, 

including the tax imposed under the subtitle "Income Tax" of 

Article 81 of this Code, as amended from time to time. 

END 
ITALICS 
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SECTION 2. AND BE IT FURTHUR ENACTED, That all applications 

from associations for membership received by the Corporation prior 

to February 1, 1963, shall be referred to the Director. The 

Director shall examine the affairs of all such applicants and as 

a result thereof if he finds the applicants to meet the quali- 

fications for membership in the Corporation set forth herein under 

161PP, he shall so certify them. 

The Corporation shall not extend the benefits to be accorded 

to member associations to any applicant, until: 

(1) it has received the report and recommendation as 

provided herein from the Director as to each application filed 

prior to February 1, 1963, and has acted thereon; and 

(2) it has accepted for membership a minimum of twenty- 

five (25) associations, having free share accounts in the aggregate 

total of at least twenty-five million dollars ($25,000,000.00). 

SECTION 3. AND BE IT FUETHER ENACTED, That after the first 

meeting of the Board of Directors, a certificate shall be filed 

by the board with the Department of Assessments and Taxation, 

certifying that the Corporation has commenced business as provided 

herein; and such certificate shall be conclusive evidence that 

business was begun. 

SECTION 4-. AND BE IT FURTHER ENACTED, That if the Corporation 

fails to insure free share accounts by April 1, 1964-, its existence 

terminates at that time, and without further action by the General 

Assembly and the Governor of Maryland the provisions of this Act 

then are null and void. 

SECTION 5. AND BE IT FUBTHER ENACTED, That if any provision 

of this Act or the application thereof to any person or circum- 

stances is held invalid, such invalidity does not affect the 

other provisions or any other application of this Act which 

can be given effect without the invalid provision or application, 
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and to this end the provisions of this Act are declared to be 

severable. 

SECTION 6. AND BE IT FURTHER ENACTED, That Section 150 of 

said Article and sub-title (1957 Edition), sub-heading "Building 

or Honestead Associations," be and it is hereby repealed and 

re-enacted with amendments, to read as follows: 

150. The payment of the unpaid installments and the 

premiums on the share or shares so purchased or redeemed, with 

interest on the money paid therefor, as aforesaid, and all fines 

and penalties incurred in respect thereof by any member, shall be 

secured to such corporation, by mortgage on real or leasehold 

property, or by the hypothecation of stock of such corporation 

held by such member or by judgment of a court of law or by a 

justice of the peace^pr by a decree of a court of equity all as may 

be provided in the articles of association or bylaws; but in no 

case of hypothecation of stock no greater sum of money shall at 

any time be drawn out by any member than shall have been already 

paid in by him on all his shares at the time of said hypothecation, 

and all homestead or building associations organized under the 

laws of this State are hereby prohibited from investing in any 

other manner than in cash, fixtures, or loans on hypothecated 

stock of such associations, judgments or decrees for payment of 

money received by courts in this State, mortgages on real or 

leasehold estate situate in this State, ground rents issuing 

from real estate located in this State, bonds of this State and 

bonds or other obligations of, or guaranteed as to principal 

and/or interest by, the'United States. And any homestead or 

building association incorporated under the laws of this State 

shall, in addition to the foregoing, have full power to become 

a member of, or stockholder in the federal home loan bank in 

the district of which the State of Maryland is a part, and to 

that end to purchase stock in, or securities of, or to deposit 

money with such federal home loan bank, and to comply with 

-10- 
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all conditions of membership or credit in such bank; to borrow 

money from such bank and to pledge security therefor, including 

the right to repledge the shares of stock pledged as collateral 

security without securing the consent of the owner thereof, in 

accordance with, and to function under the terms of an act of 

Congress entitled the "Federal Home Loan Bank Act," approved 

July 22, 1952, or any amendments thereto, including the rules 

and regulations promulgated thereunder by the federal home loan 

bank, insofar as said act or amendments thereto, or rules and 

regulations thereof apply to homestead or building associations. 

In addition to the powers hereinbefore enumerated any 

homestead or building association incorporated under the laws of 

this State shall have full power and authority to avail itself of 

any or all of the benefits, advantages £nd privileges available 

to homestead and building associations under the provisions of 

and in accordance with the terms of an act of Congress entitled 

"An Act to encourage improvement in housing standards and con- 

ditions, to provide a system of mutual mortgage insurance, .-nd fox 

other purposes," approved June 27, 1954, and known as the "National 

Housing Act," and any amendments thereof or that may be made 

thersto. 

ITALICS 
Also, any homestead or building association incorporated 

under the laws of this State has full power to become a member of 

the Maryland Savings-Share Guaranty Fund, Inc.; and to that end 

may purchase securities of, may deposit money with or pay 

assessments, premiums, and charges to the Guaranty Fund; may 

comply with all conditions of membership or credit in the Guaranty 

Fund; an^ may borrow money from the Guaranty Fund and pledge 

security therefor. 
END ITALICS 

SECTION ?. AND BE IT FURTHER ENACTED, That this Act shall 

take effect June 1, 1952. 
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NOT^: 
Include latest S/L 200 Form 

Pre-Exara Analysis 

Date 

Type 

Prepared By 

Current Exam as of 

Required: 

Assn. 

Branches  

Variable 

01 vl dends_ 

Service 
Corp.   

Fiscal Y/E Last Exam as of 

E.I.C. 

Assts, 

Exam to Start 

Latest Audit Report: 

Received - Copy enclosed ( ) Not Received - Examiners obtain copy ( ) 

If association does not have independent audit performed - Examiners check here ( ) 

Areas of concern as reflected by prior exam: 

Other areas of concern: 

FORM DLR/BSL/«45/5-e5 3C/e&-107« 
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N^E OF ASSOCIATION 

As of Date 

Examiners 

his association post its books 

(daily, weekly, monxniy, quarterly) 

e^ clS£0Ciction obtain yearly independent certified audits? 

i Line? 

S4 



SuvuiKk Accounts 
|ji^ur*'»j h> 

Ab&ocitft ion 

examination as of 
Current Policy 

or 
Certificate No. 

Addrch* Cily 

Addreia of Branches 

State Zip Code 

Krw Shu re or Savint{« Accounts Mortgage Loans 

No. 

> 

Uute Chortorod Slock or Mutual Years End Annual Meeting Dividend Kate 
and Period 

«l i. 

•-'i. 

<4» . 

• 5»- 

OFFICERS AND DIRECTORS 

City Officer Director 

ilui . 

Mil 

»U i , 

MJ) . 

«U' . 

(16' . 

.\iin.v_ 

Addri-h-. 

Counsel Accountant 

Name _ 

Address . 

IVrujd of KxHmination Kxammer-ln-Chargc 
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COMPARATIVE PERCENTAGE SUMMARY 
CURHKNT EXAMINATION PREVIOUS EXAMINATION 

I . Tolul AfcM'l* 

2. Hi'»>vrvc lor H'uJ |)vbu 

I IUIIN idcil profile Jtnti ikurpluh 

4. Kirwl moriirufft- lotinit 

(iround r*'nis o*ncd 

H. Liquid AitM'ti*'. 

t«i) r.ish 

InvcMlmcnlH (St'curil icm > 

T'HiiI Liquid AiikotA 

7. Slow Aikikvli*: 

Slow niorlttiiK'C lotinit 

• b' Koiil «•»(«(<• Owned 

•c) OTl'iCf Huilding & Improvement* (net) 

<d> LcHH«-hold Improvementh (net) 

U*• Kurniiure L FixturcM (nel) 

lf>^  

Total Slo«k AiiHtfU 

Uorro^ed Money 

9. Opi'ruiint: rHtioM 

(af Grout operating income 
Hiem fl, Pago 4' 

Totul operuting rxpent»c 
Utom 25, F'ngc 4 and Item 29, Page 5) 

W % Opi'rating evpenbe lo gross 
operut ing income 

»d) Net operating income 
(Item V, Page 5) 

<e) Dividends ip4ig«> 6) 
(f• *§ |)i\ idends to net operHting income 
tgi Total HKnets at end of fiscal year 

th» % Oin-ruting expense lo total 
UfcM'tH 

til Shurv Iiiilulitv nt end of fiscal 
>e»ir 

^J' r* NVi income lo i»hure liability 

Heaerx-e for Hud Debt» 
tl' r* KenerXe for Mild Debts 

to Share Liabilil.x 
Im' Total Nt-t ^urth 

(n) % Tolul Net Worth 
Io Share Lmbility 

Date 19  Date ^19  

. . * '0 Total r, lo Tola I Amount Assets Amount Assets 

»  $  

   % t   % 

   1 »    "o 
»   n t   i 

»   % »   % 

»  « 

s   % $ 

.1 

J' 
_% 

_% 

% 

Year Ended . Year Ended - 
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1 I 
I 

Name of Institution. 1 
as of  

STATEMENT OF CONDITION 

19  

ASSETS 
First mortguge loans: 
a. First mortgage direct reduction loans, 
t. First mortgage drop share )oans_. 
c. F.H.A. mortgnge loans 
d. G.I. mortgage loans..  
e. First mortgage straight loans. 
f. Participation loanii 

Accrued interest receivable on first mortgage (pans. 
—h. • Advances for taxes, insurance, etc., on first mortgage loans. 

• Subordinated Liens: 
a. Second Mortgages    
b. Accrued interest receivable on second mortgages 
c. Advances for taxes, insurance, etc.. on second mortgages. 
Free Share Account Loans: 
a. Loans secured by accounts of this association  
b. Accrued interest receivable on free share account loans. 

Other loans: 
a. Loans on all other 
b. Unsecured loans    
c. Accrued interest receivable on other loans. 
Real Estate Sold on Contract: 
a. Real estate sold on contract.  

12. 

13. 

U. 

15. 
lli. 
17. 
16. 

b. Accrued interest receivable on real estate sold on contract____ 
c. Advances for taxes, insurance, etc., on real estate sold on contract. 
Real estate owned (exclusive of office bldg.) 
Ground Rents Owned ——  
Investments: 
a. Slock in Federal Home Loan Bank^  
b. Federal Home Loan Bank Securities—™^  
c. U.S. Government obligations  
d. Other investment securities  
M.S.S.I.C. Deoosit   
Invcbtmcnt - Service Corporation. 
C ash 
a. Cash on hand     
b. Cash in banks.   
c .   
d .  
Office Building (if owned): 
a. Office building and improvements^ 
b. Less allowance for depreciation 
Leasehold Improvements; 
a. Leasehold improvements _____ 
b. Less allowance for amortization _ 
Fumiture, etc.: 
a. Furniture, fixtures and equipment. 
b. Less allowances for depreciation 
Deferred charges __________ 
Other abseth (Schedule 6, Page 14)_ 

TOTAL ASSKTS. 

2 
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STATEMENT OF CONOITIOfMContitund) 

CAPITAL AND LIABILITIES 
20. Free account*: 

u. Inktullmpnl bhnro duft» credited. 
Deduct—Delingut nt dues (if carried).. 
SubHoUil    
Add—Dtvidendtt (unlesw included in 20-«)_ 
Net free inNtullment shares 

b. Savintfb whareii and accounts (payments and dividends). 
c. Variable Dividend Certificates  
d. Single payment shares (payments and dividends). 
e. Matured shares (payments and dividgnds) 
f. Hypothecated Share Accounts-Mortgage Loans  
g. Pledged Share Accounts—Free Share Account Loans. 
h. Income Shares  

Total Share Accounts; 
21. Other Accounts: 

Christmati Clubs  
Vacation Clubs 

Total Other Accounts. 
22. Advances from Federal Home Loan Bank. 
23. Borrowed money: 

a. From bunkt> (Schedule 8, Page 14) _ 
b. From othor* 'Schedule 8, Puge 14)__ 

24. Mortgagci» on rvnl estate owned  
25. Interest accrued on itemh 22, 23 and 24 ________ 
2t>. Dividends declared, unpaid and unrredited 
27. Taxe>» accrued and unpaid on real estate owned. 
2t. Accounts payable  
29. Loans in process   
30. Advance payments: 

a. Advance payments by borrowers for taxes and insurance 
(if carried separuiel> )     

b .  

31. Other liabilities (Schedule 7, Page 14)  
32. Deferred credits to future operations: 

a. For unearned profit on real estate sold,. 
b. For income collected in advance  
c. For income Taxes 
d .    

33. Specific reserves: 
a. For uncollected interest . 
b. For bubord mated liens_ 

34. General reserves. 
|{eH«-rv» f«»r l>.td del»t^_ 

b. Federal Insurance reserve (if insured) 

30. Surplu» 
3i». Undivided profitb 
3«. Keserve for esiuitKted dividend requirements  
3b. Current earnings tif interim statement) mnntha ended______ 19. 
3M.   

U. 

TOTAL CAPITAL AND LIABILITIES 
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STATEMENT OF OPERATIONS 

NAME OF INSTITUTION  

Current Period Year 
From From  

To    To  

I. GROSS OPERATING INCOME: 
1. Interest 

«. On mortgage loan®—ordinary caah 
collections. 

b. On mortgaue loans —all other  
c. On loans on shares, passbooks and 

certificates 
d. On real estate sold on contract 
e. On investments and bank deposits. 
f. On property improvement loans  
g. On ground rents  
h. Other   

2. Discount on loans (current installment 
and amortization only).  

3. Appraisal fees, legal fees and initial serv- 
ice charges    

4. Other fees and fines 
5. Real estate operations—Net income or 

(loss from R.E.O. Details on page 5) 

6. Gross income from office building. 

7. Dividends 
«. On stock in Federal Home Loan Bank 
b. Other d ividends     

8. Miscellaneous operating income. 
y. Gross operating income  

II. LESS-OPERATING EXPENSE: 
10. Salaries, etc.: 

a. Compensation to directors, officers, 
employees, etc. 

b. Collection expense (agents, etc.). 
11. Legal services—retainer, traveling ex- 

penses and special services 
12. I.xpen»e accounts of directors, officers 

«nd employees   
13. Kent, light, heat. etc.  
14. Office building expenses (if owned): 

a. Rep<iirs, taxes and maintenance of 
office building including depreciation 

15. Furniture, fixtures and equipment, in- 
cluding depreciation   

16. Advertising..    
17. Stationery, printing and office supplies  
18. Telegraph, telephone, postage & express 
19. Insurance and bond premiums  
-0, hedernl in>urunce premium (if insured). 
Jl. Audit and supervisory examination  
'22. Taxes (other than real estute taxes)  
23. Organuation dues  
24. Other operating expense  
'. Total opvruting expense   I 

0pVo,,n9 '"com# Before Interest and Other Charges 
(Carried forward to page 5) 

 l_ 

*  $ 



STATEMENT OF OPERATIONS (Continued) Exhibit B 'Continued) 

Currenl Period Year Year 
From _From Prom 

To  To  To  

III. Net Operoting Income Before Interest ond 
Other 
(Carried forward from page 4) 

IV. tESS..|NTEREST CHARGES: 
26. On advances from Federal Home Loan 

Bank . 
27. On borrowed money. 
28.   
29. Total Interest I % | 
V. Net Operating Income    I  $  $ 

VI. ADO-NON-OPERATING INCOME: ^ 
30. Dividends retained on wuhHrawaU $  I  $ 
31. Profit on sale of real eatatp — 
32. Profit on bale of investments    
33. Mortgage prepayment penalties.  
34. Other non-operating income 
35. Total nun-operating income  % $ 

VII. Net Income After Interest ond Before 
Charges    $  $_ 

VIII. LESS-.NON.OPERATING CHARGES 
(do not use lines herein for items 
charged direct to reserves): 

36. Foreclobure costs and back taxes on real 
estate acquired (unless capitalized or 
Charg^il to reserves) I   « 

37. Loss on sale of real estate _ 
38. Loss on sule of investments _ 
39. Other non-operating charge8_ 
40. Total nun-operating charges  $  $  $ 
IX. Net Income for Period $ I I 

REAL ESTATE OPERATION (Details) 

I. REAL ESTATE INCOME: 
1. Real Estate Rents  
2 .    
3. Total Real Estate Income  

II. LESS-REAL ESTATE OPERATING 
EXPENSES: 

4. Taxeh   
5. Insurance  
6. Repairs and Maintenance. 
7. Commissiom-  
6. Depreciation 
9. Other Miscellaneous real estate expenses 

10.   
11. Total Rt-ul Estatp FunprntPB t $  
12. Net profit on Real Estate Operations  $.  $   | 
13. Net los•» on Real Estate Operations  $   I  f 

(Note—Insert net income or loss in con- 
nection with real estate on page 4 as 
indicated.) 



DISTRIBUTION OF NET INCOME AND 
RECONCILEMENT OF UNDIVIDED PROFITS OR EARNED SURPLUS 

Current Period Year Year 
f,rom— — From_ From  

To  To. To  

Diitribution of Net Income 
1. Net income for period (Item DC, Exh. B) 

Distribution 
2. Transfer® to reserves: 

a. Federal insurance reacrvg 
b. Reserve for bad debts   
c. Surolub 
d. _  

f.m 

8*. 

3. Earnings distributed on sav. capital: 
a. Dividends on savings. 
b. Int. on deposits, invest., cert, etc., 
c. Kes. for div. on Var. Div. Certs.  
d .   

4. Other 
a. Federal income 
b.   

11. Subtotal. 

12. Deductions: 

b. 
c._ 

c. . 
f.. 
fi-. 

5. Total Distribution of Net Income $ j 

6. Net Income After Distribution.   j j 

7. Net income Undistributed  |  

Reconcilement of Undivided Profits 
8. Balance—beginning of period I  $ 

9. Net Income Afler Distribution (line 6) $ $ 

10. Other additions: 
a-     «   «_ 
b.       
c .    
d .   

13. Total deduction*     $ I $ 

Balance ut end of period  $ j    j 

M. Dividend or interest rate for period   %   9c 
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RECONCILEMENT OF RESERVES Exhibit D 

Current Period Year 
From _ 

To. 

Reserve for bod debts 

1. Balance at beginning of period  

2. Additions during period: 

(a) From net profit 

(bJ  

<c)  

<d) -   

3. Total additionb 

4. Totals of items 1 and 3. 

5. Deductions during period: 

(a )  

(b) _    

(c)    

(d) .  

(e )   

if)     
(«)   

6. Total dodu 

7. Balance at end of period , 

1. Bulunce at beginning of period 

2. Addition* during period _______ 

3. Totals of items 1 and 2  

4. Deductions during period; 

<h)  

tbi   

(c I  

ToimI deductlonh- 

From^ 
To. 

From^ 
To. 

Year 

6. liulance ut t-nd of p. ri«>d , 
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Surplus 

1. Balance at beginning of period- 

2. Additions during period: 

(a) From net profit^  
(b). 
<c). 
(d). 
(e) . 

3. Total additions. 

4. Totals of items 1 and 3— 

5. Deductions during period: 

(a)  

<b;  

(c )   

(d )    

(e )   

<f)   

<g>^   
6. Total deductions. 

RECONCILEMENT OF RESERVES 
Exhibit D (Continued) 

Current Period Year 
From. 

To. 
From . 

To. 

Yea 
From . 

To. 

7. Balance at end of period. 

Reserve 

1. Balance at beginning of period. 

2. AddiCions during period: 

(«).  

tb)  

(c l    

3. Total Add it lonfc $ f J 

4. Totalb of items 1 and 3  *  •  $ 

5. Deductions during period: 
(tt'   *   $ $_ 
(b)  

<c>   

td)_    

6. Total deductionM   ^ $ j 

7. Balance at end of period^   f $ $ 

rORM CLK BS u /• I 2-6 10-a3/e4-24€ 
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Schedule No. 2 
REAL ESTATE OWNED AS OF- - 

No. Book Value Apprttlaed Value 

Balance labt examination . 

Acquired ®mce last examination. 

Additions since last examination. 

Total   

Sold since last examination. 

Charge offs since last examination. 

Balance (current examination date) 

•Book Value    | _ 

Sales Price    I_ 

Profit or (Loss)  $ 

Year Ended    t 19 

Cross Income     

Less Expense    

Net Income or (Loss) . 

Total Taxes Due and Unpaid on R.E.O. 

SUMMARY OF PROPERTIES WITH POOR INCOME AND/OR SALES PROSPECTS 

^eTr Parcels Book Value Net Income 

Large or Obsolete Homes     $  

Combination Home and Business        

Apartmenlfe   

Business . 

Farms  

Unimproved. 

Total Above Classes. 

% of R. E. 0. 
Held more than five years _ 

INSURANCE COVERAGE • REAL ESTATE OWNED 
Tyt* Carrier Exp. Date Amount 

Fire & Ext. Cov.       

Contents    

Comprehensive-Olass - 

Owners, Landlords and 
Tenants Liability  

10 

35 



II 
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Schedule No. 4 

Asset value before depreciation: 

Land   

Building . 

Total. 

L*§8: Allowance for depreciation , 

Book Value    

Assessed value: 

Land  

Building . 

Total . 

Insurance carried: 

Type  

Cost of occupancy: 

—  % Annual depreciation. 

Repairs, taxes and maintenance. 

Total coat  

Total income from other than association. 

Net occupancy cost^  

OFFICE BUILDING 

Year Ended  

INSURANCE COVERAGE 

Typ<-' Carrier Exp. Date A: 

Fire & Ext. Cov.    I 

C  | 

C uispre he ns ive—Class — 

Owners, Landlords and 
Tenants Liability 

12 97 
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Schedule No. 6 

OTHER ASSETS: (Item 16, Exhibit A) 

♦ Schedule No. 7 

OTHER LIABILITIES: (Item SI, Exhibit A) 

3 

Schedule No. 8 

BORROWED MONEY: (Item 23, Exhibit A) 

COLLATERAL 
To Whom Owed Amount Rate Due Date Docription Unpaid Principal 

Schedule No. 9 

SUMMARY OF CERTIFICATES OF DEPOSIT, SAVINGS ACCOUNTS, OTHER SECURITIES, ETC. 

Description Amount Rate Due Date 

14 
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and activities of Statc-chartcred savings and loan associations. 
• The Division conducts an examination of f-ach Statc-charU-red assoda- 
'ition approximately once every 14 months and shares this °n 

With KSSIC. In 19/4, the Division, working with MSSIC, 1nstituU-d a 
Importing system which requires associations to submit balance snee 
And operating statements on either a monthly or quarterly basis, oe- 
T ' ? on. their asset size. This has proved to be very efj^cj^e In 

ring the operations of our supervised associations. In is/t>, 
vision also adopted an audit regulation which requires assocla- 
to-subait eitbtl^sift iftternal audit or a certified, tu^it. depend- 
their asset stzelf'All of this Information enables both the 

r-uiVillon And MSS1C to *Uy on top of things In the savings and loan 
Industry In Karyland. In the event any problotn areas are uncovered, 
W have been able to work together with KSSIC in taking effective 
remedial action. . J 

v. From the standpoint of the consumer in Maryland, KSSIC 
Jnsurance of accounts offers a very viable alternative to federal 
Insurance of accounts. Federally-insured banks and savings and 
loans are subject to the regulations of the Federal Reserve Board, 
Slihlch limits the amount of Interest these Institutions can pay for 
their deposits. KSSlC-lnsured institutions, on the other hand, are 
not subject to federal rate control and my pay their depositors 

'whatever their earnings permit. For example, federally-Insured 
kilVings and loan associations are limited to paying their depositors 
5\i on passbook accounts. Most MSSIC-insured associations pay at 

^east 6T, while some associations pay as high as 7X on passbook ac- 
tounts. The Karyland consumer has responded well to this rate dlT- 

^iferential as MSSIC-insured associations have grown at a rate of 
approximately ?5T per year for tho last five years, while federally- 
1n«Hr«»d i At inn\ h«vr <iv« r««i',<l ""Iv 1/t. 

lor all of the foregoing reasons, the Departiiient of Licens- 
ing and Regulation strongly opposes HB 1579. 

j 
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August 3, 1984 

Mr. W. Thomas Glsriel, Chairman 
Board of Conml ssioners 
Division of Savings and Loan Associations 
231 East Baltimore Street 
Baltimore, Maryland 21201 

Dear Mr. Glsriel: 

You have requested advice concerning the effect of a portion 
of Chapter 678, Laws of Maryland 1983, codified at ^d. Fin. Inst. 
Code Ann. 1 9-419(c) (1983), on the authority of the Board of 
Conrmissloners of the Division of Savings and Loan Associations 
("Board") to regulate investments by state associations. 
Specifically, you have asked if this subsection precludes the 
Board from exercising the regulatory authority expressly granted 
In section 9-419(a) over types of Investments enumerated therein 
when different guidelines for the same types of investments are 
prescribed for federal associations. 

For reasons set forth below, we conclude that section 
9-419(c) does not generally supplant the statutory authority of 
the Board granted in section 9-419(a). State associations-- 
except when Investing in deposits of federally-insured 
instItutIons--continue to be subject to state rather than federal 
regulation. \_/ We nevertheless caution, however, that our 

jy Your inquiry raises, and our analysis is confined to, issues relating to 
the statutory construction of state law. Accordingly, we do not here consider 
federal preenptlon Issues possibly arising under the Garn-St Germain 
Depository Institutions Act of 1982. 
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 — 

eonelatton Is not totally frtt from doubt and wo would oontldor 
eltrlfying logltlttlon most «pproprUt«. 

SECTION •-419(c) 

Upon Its ftce, section 9-419(0') appears to constitute 
nothing more than a atatutory-comtructIon guide to resolve a 
state associations authority to make types of Investments not 
enumerated In section 9-.419(a)i 

This section does not prohibit a State-chartered 
savings and loan association from making any 
Investment that Is permissible for a federal 
savings and loan association. 

However, on closer review there Is an unresolved ambiguity: 
section 9-419(c) appears to be a limitation on prohibitions 
contained In section 9-419(a)f but section 9-419(a) does not 
prohlblt certain types of Investments by state associations) It 
author 1zes specific Investments. 

Only upon reading the sersslon laws In which subsection (c) 
was enacted, Chapter 878, Laws of Maryland 1983, does a broader 
legislative Intent become dls<^rnlble. The purpose of Chapter 
878 Is set forth as follows! 

For the purpose of authorlrlng state-chartered 
savings and loan associations to Invest in deposits 
of certain insured financial institutions; 
providing that a State chartered savings and loan 
association may make any Investment permitted a 
federal savings and loan association; and generally 
relating to authorised Investments of savings and 
loan associations. 

Although Indicative of an Intent to allow state associations 
greater Investment authority, the precise extent of the authority 
being granted Is unclear. Significantly, when the General 
Assembly Intended to allow state associations to engage In an 
Investment activity (deposits In certain Insured financial 
Institutions), It expressed this purpose by clearly "authorizing" 
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Ptgt 3  

th« activity In tht flrtt olautt. Th« second cltuss -- 
dtserlblng th« purpose of seotion 9-419(c) -- presents « marked 
contrast. Rather than expressing Its purpose as a separate, 
coordinate authorication for making investments, the legislature 
chose the less clear "providing" — suggesting a more limited 
intent to qualify (i.e. add a proviso to) the inroediately 
preceding authorization. 

The legisletive history, consisting primarily of the Senate 
Economic Affairs Committee's "Suramary of Committee Report," 
reveals that section 9-419(c) was added by Committee amendment to 
H.B. 284. This amendment was simply designed to alleviate 
concerns that under proposed federal regulations a federal 
association could Invest unlimited amounts In deposits of 
institutions insured by the FSLIC or FDIC while state 
associations would be restricted to certain amounts of deposits 
by a Board regulation. 2/ The Coninlttee describes the purpose of 
its amendment as providing "state-chartered Institutions with 
investment opportunities equal to those of their main 
competitors, the federally chartered savings and loan 
associations." In context, the report evidences an extremely 
close nexus between section 9-419(c) and a state association's 
ability to compete for Investments In deposits; Indeed, the 
report neither discusses nor Identifies any additional Inequity 
affecting other types of Investments authorized by section 
9-419(a). V 

We have carefully considered an Interpretation of this 
subsection whereby the Board's express authority under section 

2/ Factually, the report was In error. The specific regulation discussed In 
the Oomnlttee's report was repealed before the amendment was considered. 
Under current regulations of the Board, state associations are subject to 
arount limitations for Investments In other financial Institutions, though 
different from the limitations discussed In the report. 

8/ An additional source of legislative history demonstrates the uncertain 
status of section 9-419(c) as a broad. Independent grant of authority. At a 
veto hearing convened for Chapter 678, cormentators advanced alternative—and 
at times conflIctlng—Interpretations of the Board's authority In light of 
this subsection. Even corments from proponents of the legislation attempted 
to characterize the bill as being limited In intent. 

121 A 131 



' f^ ' ; ' ' J s • n ^ ^ ^ ^ 

^ Mr. W. Thomti Qltritl, Chtlrmtn 
i August It 1984 

<   

8-419(t) would b« dlfpltctd by or tubordinatsd to a ptrtlUl 
•yctem of fodertl regulatory guidtlinat. Thli expansive raadlng 
of saetlon 9-419(o) Is, In our opinion, not required by the plain 
language or legislative history of this subseetlon. Especially 
In the absence of a clearer expression of legislative Intent, we 
are reluctant to conclude on the record before us that the 
General Assembly Intended to effect by single amendment the 
virtual abrogation of state control over state associations. We 
note that. In the past, when the legislature has Intended to 
authorize parity with federal associations. It has done so In 
quite an unambiguous manner. 4/ 

Significantly, an expansive reading of section 9-419(c) 
violates two well-established, cardinal rules of statutory 
interpretation. Repeals by implication are disfavored under 
Maryland law, and repeals not express will not be found unless 
demanded by irreconcilability or repugnancy. See Harden v. Mass 
Trana i t Adm. t 277'Md. 399 ( 1976), and cases cited there In. I~t Ts 
also an equally familiar rule thatt 

where there is, in the same statute, a particular 
enactment, and also a general one, which, in its 
most comprehensive sense, would include what is 
embraced in the former, the particular enactment 
must be operative, and the general enactment must 
be taken to affect only such cases within its 
general language as are not within the provisions 
of the particular enactment. 

Maguire v. State. 192 Md. 615, 623 (1949). 

Applying these principles to your Inqulry--and mindful of 
the legislative history of Chapter 678--we conclude that, subject 
to the antitrust considerations discussed In Part II below, the 
Board retains full statutory authority to Impose standards' 

i/ For exanple, section 9-420 provides 
of law and subject to the approval of 
and loan association may raise capital 
same extent as a federal association 
enunerated In this title." 

"[nlotwithstending any other provision 
the Board of Ocrrmlssloners, a savings 
under the same conditions and to the 
as if the powers were specifically 
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P££i-8  

differing from f«<]«ral (uid«lia«s on All typoi of lnv«ttro«nti 
•nixnortttd In foetion 9«419(a) othtr thin invottroonts In dopotitt 
Insured by the FSL1C or FDIC. With respeot to those deposits, we 
defer to thet one pert of the legislative history that is olear 
and unambiguous — that subsection (e) Is designed to overcome 
eompetitlve limitations that might arise out of Investments in 
certain deposits and conclude therefore that a state 
association may follow federal guidelines when investing in 
deposits insured by these institutions. 

We are, of course, cognizant of a legislative intent during 
the amendment process — albeit indistinct -- to expand the 
lending authority of state associations beyond the types of 
investments enumerated in section 9-419(a). In this regard, we 
interpret section 9-419(c) as empowering state associations to 
make any type of Investment not enumerated In section 9-419(a) to 
the same extent authorized under federal guidelines. But, given 
the principles described above, we cannot further read section 9- 
419(c) as also applying to the types of Investments specifically 
enumerated In section (a), other than Investments In certain 
deposits. ,5/ 

In concluding our analysis of section 9-419(c), we reiterate 
that while our reading Is preferred as being more consistent with 
the legislative history and rules of statutory construction, It 
Is by no means the only reading of this subsection. Clarifying 
legislation, therefore, Is most appropriate. We are persuaded, 
however, that In the absence of any further legislative 
enactments our Interpretation can be considered as correctly 
perceiving the legislative Intent behind and the effect of 
Chapter 678. 

II 

AUTHORITY UNDER SECTION 9-419(a) 

Our advice would not be complete without a brief discussion 
of the limitations Imoosed on the Board's exercise of authority 
under section 9-419(a) by antitrust considerations. We discuss 

5/ To avoid totally unregulated transactions, we wauld suggest the Board 
pronulgate an appropriate federal tie-in regulation. 
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th«f« oonilderationt against th« backdrop of faderal guidelines 
baeaust laglslatlta history rovaals that federal associations are 
'considered io be major competitors of state associations* 

In enacting the Maryland Antitrust Act, the General Assembly 
explicitly stated that the purpose of the Act "is to complement 
the body of federal law governing restraints of trade, unfair 
competition, and unfair, deceptive,'and fraudulent acts or 
practices In order to protect the public and foster fair and 
honest intrastate competition." Md. Com. Law Code Ann. 1 11- 
202(a)(1) (1983). The Sherman Act, IS U.S.C. 55 1-7 (1975), is 
the basic source of this federal- law. The Supreme Court stated 
that i 

The Sherman Act was designed to be a 
comprehensive charter of economic liberty aimed at 
preserving free and unfettered competition as the 
rule of trade. It rests on the premise that the 
unrestrained interaction of competitive forces will 
yield the best allocation of our economic 
resources, the lowest prices, the highest quality, 
and the greatest material progress, while at the 
same time providing an environment conducive to the 
preservation of our democratic political and social 
institutions. But even were that premise open to 
question, the policy unequivocally laid down by the 
Act is competition. 

Northern Pacific Railway Co. v. United States, 356 U.S. 1. 4 
(1^8).    

Coinciding with the State and national policy in favor of 
competition Is the need for the State to regulate occupations and 
industries to protect the public against fraudulent or unsafe 
practices. State regulation protecting the public from such 
abuses may restrain the free and unfettered competition which Is 
central to the policy of the antitrust laws. Nevertheless, as 
discussed below, unless the General Assembly has affirmatively 
stated that competition In a particular Industry should be 
displaced by regulation, it is the duty of regulatory boards not 
only to protect the public from unsound practices, but equally to 
promote the public Interest In competition in the regulated 
industry. 
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The Supreme Court hat recognised that tension may arise 
between the policy favoring competition and a stated need to 
Impose regulatory reglmea that may restrain competition. In the 
•emlnal case of Parker v. Brown. 317 U.S. 341 (1943), the Supreme 
Court attempted to acconiTK)datT"these conflicting goals. In that 
case, the Court indicated that the provisions of the Sherman Act 
would not extend to '[anticompetitive] activities directed bv a 
[state] legislature." 817 U.S. at ♦850-51 (emphasis added). 

As conflicts between the Sherman Act's policy of competition 
and a stated need to regulate industries have escalated in 
number in recent years, the Supreme Court has refined its 
criteria for determining whether actions of state regulators are 
subject to the Sherman Act. The clearest expression of these 
criteria was articulated In California Retail Liquor Dealers 
Association v. Midcal Aluminum. Inc.. 445 U.S. 97 (1980). The 
criteria are that: 

First, the challenged restraint must be "one 
clearly articulated and affirmatively expressed as 
state policy"; second, the policy must be "actively 
supervised by the state Itself." 6/ 

445 U.S. at 105 (citation omitted). Where the actions of a state 
regulatory board meet these criteria, Its actions are "outside 
the reach of the antitrust laws under the 'state action' 
exemption." New Motor Vehicle Board v. Orrin W. Fox Co.. 439 
U.S. 96, 109 (1978). However, where the regulatory board's 
actions do not meet these criteria they are subject to antitrust 
scrutIny. 

In applying the state action test to regulations promulgated 
under section 9-419(a), two questions must be answered. First, 
does the Board have the requisite "clearly articulated and 
affirmatively expressed" authority to enact regulations 

6/ Although the Supreme Court has not directly ruled on the rranner and extent 
to which a legislature must actively supervise the activities of a state 
regulatory board, It is our view that the active supervision requirement is 
satisfied when the challenged activity has been undertaken by a state 
regulatory board. 
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• ynount of tht lnv«ttm«nti tnura«rat«d In itetlon ltv 
7# * i Stoond, If th« Botrd h«f tueh tuthorlty. what It tht ^ 

tffttt of ttetlon •-41«(e)t . J'c " ' 

Stctlon 9-419(t) It prtftetd with tht wordt.-"Subjtet to tht ^ 
rtgulttloht of tht Botrd of Comnlttlontrty t savings tnd loan 
tssoelttlon may Invttt In any of tht^following typts of 
InvtsUnenttIn stotlon 8-103, tht Qtntrtl Atstmbly hts 
tuttd thtt It It tht policy of tht Stttt thtt "tht busintss tnd 
financial stability of savings and loan associations bt promottd ^ 
and assured.- This grant of authority to tntct rtgulttlons to 
prottct tht financial stcurlty of tssoclatlons Is sufficient to 
give the Board antitrust Immunity to rtstrlct competition to the 
mlnlmun extent necesstry to fulfill tht Boards statutorv 
obligation. 7/ J 

A finding that the Board does have the requisite specific 
euthor1ty to enact restrictive regulations under section 9-419(a) 
does not end the Inquiry. As discussed above, the General 
Assembly enacted section 9-419(c) cognirant of the competition 
between state associations and federal associations In the area 
of investments. Although we do not construe section 9-419(c) to 

^1
v' "P"1fd the power of the Boerd to regulete ell Inveatments 

enumerated In section 9-419(a) -- and only to have a direct 

7/ The history of section 9-4l9(a) evidences the sufficient legislative 
directive to permit the Board to place restrictions upon the mount of 
investments enunerated in section 9-419(a) that may be enticorpetitive. The 
current section 9-419 ms codified In 1980 within the Financial Institutions 
Artide. Its predecessor, Ml. Ann. Code art. 23, 5 161Z, stated "Subject to 
such conditions and restrictions as the Board, by regulation, nay fron time to 
time inpose, every associaton shall have the power to invest...." This 
language clearly and unambiguously expressed the Intention of the General 
AssertJly to permit the Board to limit the amount of the enunerated investments 

that may effect competition. Significantly, the Comnlttee Ctnments to section 
8-419 state that the "former phrases 'conditions and restrictions,• and 'rmy 
from time to time inpose' were deleted as included In the phrase 'subject to 

^t?e.J[egJllatIo?8.of the Board-"' ^ is clear that ifv-es the Intention ^pr the General Assembly that the Board may enact restrictive regulations with 
^Prespect to investments enunerated In section 9-419(a). 

126 

A -13G cj) 



Mr. W. Thoroti aitrltl, Chtlrmin 
Auguit It 1984 
Pigt 9  

apon lnv«ttm«ntt In ««rUln deposit! -- w« ar« eonttr«tn«d 
to rtltorato that this Intorprttatlon it not without doubt. A 

-eourt roty dltagroo «nd construe sootion 9-419(0) tf plteing sttto 
ttfoelatlons In total parity with fadaral anoolatlont with 
ratpeot to all Invastroantt anutnoratad In taotlon 9-419(a). At a 
ratult9 any Board ragulatlont that rattrlot Invattmentt undar 

, taotlon 9-419(a) to a greater extend than the law governing 
Investmentt of federal atsoclatlont could be tubjeot to an 
antltrutt challenge. Moreover, even If our Interpretation of 
tectlon 9-419(c) It accepted by a court, antltrutt liability 
could ttlll arlte from regulation under tectlon 9-419(a) that It 
broader than necettary to carry out the Boards ttatutory 
function. 

Becaute of the potential of antltrutt liability, the Board 
must exerclte Itt regulatory authority only after careful 
consideration of the competitive effectt of Its propoted 
action. Before enacting any regulation that places limitations 
on Investments that are more restrictive than those Imposed upon 
federal associations, the Board roust take Into consideration 
federal standards and must make spec!f1c. detalled findings that 
conditions In this State require different treatment for state 
associations. These findings must clearly demonstrate that any 
such regulation was promulgated to protect the financial security 
of savings and loan associations! not merely to restrict 
competition. 

Ill 

CONCLUSION 

In sumnary, it is our advice that subject to antitrust 
considerations the Board may impose by regulation limitations on 
the types of Investments enumerated in section 9-419(a) except 
investments in deposits insured by FSLIC or FDIC. Although this 
is our carefully considered advice on this matter, it Is not an 
Opinion of the Attorney General. 

Very truly yours, 

Michael F. Brockmeyer f IQ'-flobert deV. Frlerson 
Assistant Attorney General and Assistant Attorney General 
Chief, Antitrust Division . Deputy Counsel, Department A " 137 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMITTEE 

WEDNESDAY. SEPTEMBER 12. 19S» 

The regular monthly meeting of the Membership Committee ol Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation, 

IK East Lexington Street, Baltimore, Maryland, on September 12, 1984 at 9:00 

A.M. 

Members present: 

Terry L. NeHeld, Chairman John D. Faulkner, Jr. 

William F. Brooks Barnes L. Otto 

Michael 3. Dietz George W. H. Pierson 

Jerome F. Dolivka 

Absent and excused: Henry R. Elsnic 

Others present: Charles C. Hogg II, President; Paul V. Trice, Jr., Senior 

Vice President; Martin W. Becker, Senior Financial Analyst; Patrick M. 

McCracken, Assistant Secretary. 

A motion was made, seconded and duly passed that the minutes of the 

August 13, 198<i meeting be approved as submitted. 

MEMBERS' COMMENTS 

Deferred to staff reports. 

REPORTS BY STAFF 

First Progressive Savings and Loan and Old Court Savings and Loan 

Trice reported on the status of the merger of First Progressive Savings 

and Loan into Old Court. Mr. Trice indicated that Messrs. Levitt and Cardin 

confirmed the decision to merge the two associations as soon as possible. A 

target date of October 31, 1984 has been set. One potential delay could be the 



approval of the merger by the Division of Savings and Loan Associations. 

However, Mr. Trice believes that Mr. Brown, the Director of the Division of 

Savings and Loan Associations will approve the merger. 

Mr. Brooks inquired about the delay in First Progressive's 1983 certified 

annual audit. He stressed his concern about establishing the financial position of 

First Progressive prior to the merger. Mr. Trice reported that there had been 

delays in completion of the audit, but that he had been promised the audit by 

September 1<», 198^. The consensus of the members of the Committee shared Mr. 

Brooks concern about receiving the audit prior to the merger. 

Mr. Brooks inquired about the release by the Division of Savings and Loan of 

the 1983 examination of First Progressive. Mr. Trice reported that the report will 

likely not be released. The consensus of the members of the Committee was that 

this is a very disturbing position for the Division of Savings and Loan to take. Mr. 

Trice was requested to have counsel for the Corporation, formalize in writing as 

to whether MSSIC can sue the Division of Savings and Loan Associations for not 

releasing the First Progressive examination, should damages result to MSSIC as a 

result of information contained in the examination. Mr. Trice reported that in a 

conversation with Counsel for the Corporation, Mr. Hall indicates that it is 

unlikely that the Division of Savings and Loan can be sued on this matter. Mr. 

Trice indicated that he would instruct Mr. Hall to further research and formalize 

his opinion. 

Mr. Faulkner requested staff to notify the Division of Savings and Loan that 

it is the Corporation's position that certain possible criminal activities conducted 

by former employees of First Progressive should be referred to the Attorney 

General's of lice for review. 

Mr. Otto inquired about whether pro-forma financial statements have been 

prepared by Old Court Savings and Loan to show the financial position of the 
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association after the merger. It was reported that been pro-formas have not been 

prepared as yet. Mr. Neifeld inquired as to the net worth of the associations once 

merged. Mr. Trice estimated that it would be between 3.2% and 3.8%, unless Old 

Court liquidates certain of its venture interests, in which case the profit from 

these may restore the net worth ratio to «% or more. Mr. Trice was requested to 

clarify the financial position of the associations on a pro-forma basis. 

Mr. Trice reported that he had issued a staff cease^and^desist letter to Old 

Court Savings and Loan concerning certain lending limit violations, which 

directive was temporarily lifted, but reinstated after confirming with the 

association that the limits were being violated. Mr. Trice indicated that the staff 

will monitor all outstanding commitments and any future commitments which may 

fall within the specified categories. 

It was further reported that the association is in the process of reducing 

brokered deposits. 

Mr. McCracken presented the Committee with an update of his monitoring 

of Old Court. He reported that he and Ann Franetovich had traveled to 

Pennsylvania to visit a project of Old Court's known as Meadowick. Mr. 

McCracken reported that they had found the property to be in both an excellent 

condition and location. 

It was noted that the Division of Savings and Loan Association's examiners 

concern about this project's value may have been unwarranted. 

Mr. McCracken reported that he is meeting with Mr. Guidice of Old Court 

Savings and Loan on a weekly basis to discuss the overall operations of the 

association. 

It was reported that the compJetion of the field work of the Old Court 

examination had been delayed by at least a week. 

Several committee members inquired about the status of the Corporation's 



notice to the Division of Savings and Loan concerning the disapproval ol branch 

applications. Mr. Trice reported that one branch application had been approved 

apparently as a result ol his letter arriving alter the period ol time by which the 

Director is required to Issue his order. 

Alter considerable discussion about the options that appear to be available 

to the Corporation concerning First Progressive, a motion was made, seconded and 

duly passed that stall advise First Progressive that a merger by Firs, Progressive 

must take place by October 31.19M or the'Corporation will require the principals 

ol First Progressive to inluse capital into First Progressive in amount necessary to 

obtain a 3.00* net worth level. U the principals ol F.rst Progressive Savings and 

Loao are either unwilling or unable to inluse this amount necessary, then the 

Committee recommends that the Board ol Directors take actiof, to'petition the 

courts lor a receivership or conservatorship ol First Progressive. Mr. Otto 

abstained, indicating that he agreed in principle with the motion, but felt the 

Membership Committee lacked the authority in the MSSIC Bylaws to take the 

action specified. 

It was reported that First Progressive violated its stall cease and desist 

order concerning trading in lutures and options. Mr. Trice reported that Paul 

Freeman, who is both the managing officer and sole trader in securities lor the 

association, indicated that he did no, understand the lerms ol ,he cease-^nd-desis. 

order. Mr. Becker indica.ed that he and Mr. Hall believe that the association has 

been speculating in the securities market and that this has been a factor in the 

decline of the association's net worth due to both realized and unrealized losses. 

oks asked Mr. Trice il he has any peronal or other association or affliation 

with Mr. Freeman currently. Mr. Trice indicated he did not. 

Mr. Dietz expressed concern over the extensive advertising that many 

associations who are below 3.75% net worth ratio are currently engaged in. He 

^ 



recommended ,h»< these associations cease further advertising until they are in 

compliance. A motion was made, seconded and duly passed that the Committee 

mends to the Board of Directors that sanctions forbidding advertising be 

implemented against all associations below a 3.75% a net worth ratio. Mr. 

Faulkner was absent for the vote. 

Mr. Diet* requested that copies of the staff cease^nd^fesis, letters 

previously issued be provided at the next Executive Committee meeting. 

It was requested that staff remind the Division of Savings and loan of thc 

Corporation's desire to be a part of the approval process for new branches. 

Gilbraltar Building and Loan Association 

Mr. Trice reported that Gibraltar Building and Loan has repaid $2 million of 

the $3 million borrowed from the MSSIC CRF. The final $1 million is expected to 

be repaid in a month. ,, was reported that the stockholders suit between Messrs. 

Goldstein and Hershon has been settled Mr i-i»rchAn • . 
Mr' Hershon is no longer a stockholder 

nor affiliated in any way with the association. 

First Maryland Savings and Loan 

Mr. Trice reported that a staff cease-and^esist order was issued to First 

Maryland Savings and Loan for certain lending limit violations. The association 

while disagreeing with the intrepretation of the lending limit rules, will furnish a 

plan to lower its loan concentration in these violated areas. I, was reported that 

the subordinated debenture application before the Board of Directors was denied 

due to lack of specific buyers. I, was the position of the Directors not to issue 

blanket or "shelf" approvals of proposed debenture issues. 

Merritt Commercial and Uan 

Mr. Trice reported that he had issued a stalf cease-and-desist order to 

Merri.t Commercial Savings and L^n for certain lending limit violations. A 

meeting was held a, MSSIC between represe„,a„vcs 0< Merritt ^ A 
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primary topic of discussion was the financing plans of the Merritt Tower. It now 

appears that the association will seek substantial if not all of the financing of the 

building from outside sources or syndicate the builidng. Mr. Trice reported that 

the two owners of Merritt, Messrs. Klein and Gibbs are negotiating for one of 

them to buy the other's portion of the stock. 

Mr. Faulkner wished to advise the Committee that in his opinion, the Merritt 

Tower project represents an undisclosed liability of the association. 

Community Savings and Loan, Inc. 

Mr. Faulkner excused himself from the discussion. It was reported that due 

to difficulties in structuring certain of the terms, the request for approval of $20 

million in subordinated debentures by Community Savings and Loan ha been 

withdrawn. 

RULES VIOLATION STATUS REPORT 

Liquidity: 

Madison and Bradford - Mr. Neifeld presented, for discussion, the 

liquidity violation of Madison and Bradford. Mr. Neifeld indicated that he had 

notified Mr. Elsnic of his intention to discuss this at the meeting and that Mr. 

Neifeld commented that the kind of liquidity waiver that was granted the 

association several years ago in not consistent with the policy decisions currently 

being implemented by the current Board of Directors. Specifically, Madison and 

Bradford under the waiver provision, is allowed to make mortgage loans to 

existing customers although they may be below a 6% liquidity ratio. Therefore, 

this provision does not require improvement in the level of Jiqudity. The 

Committee noted that although Madison and Bradford has operated for several 

years with a low level of liquidity, it has not borrowed from MSSIC during this 

period or appeared to the public to have a liquidity crisis. However, the 

Committee in the spirit of obtaining full compliance with the MSSIC Rules and 
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Regulations, for all associalions, instructed the staff to request a plan from 

Madison and Bradford indicating prompt compliance with the rule. 

.Mr. Trice reviewed with the Committee, the rules violation list indicating 

Where appropriate various actions that are being taken by the staff in addressing 

the associations' compliance requirements or actions. 

Mr. Trice reported that Section 3-217(A)I) of the Rules and Regulations is 

being incorrectly interpreted by some associations as to its definition of 

"aggregate outstanding principle balance". 'He indicated that some.associations 

are interpreting this phrase to mean the "net" rather than the "gross" amount of 

the applicable loans. Mr. Trice suggested that the membership be notified in 

writing as to the proper interpretation of this rule v 

The Committee agreed with Mr. Trice's suggestion and requested he notify 

the membership. 

There being no further business, the meeting adjourned at 1:20 P.M. 

Respectfully submitted 
Martin W. Becker 
Senior Financial Analyst 

MWB/nc 
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ORDER NO. 

396 

Asf ^-.iation 
{ ' 

Chevy Chase Savings and Loan, Inc 

397 Second National Building and 
Loan, Inc. 

398 Citizens Savings and Loan Association 

399 John Hanson Savings and Loan, Inc. 

400 Ridgeway Savings and Loan Assoclati on 

401 Sharon Building and Loan Association 

402 Community Savings and Loan, Inc. 

403 Calvert Savings and Loan Association 

404 Chevy Chase Savings and Loan, Inc, 

Metropolis Building Assoclati on 

406 Berlin Building and Loan Assoclati 

<07 Merritt Savings and Loan, Inc. 

4OS Government Service S/L, Inc. 

409 Lenox Permanent Building and 
Loan Association 

Citizens Savings and Loan 
Association, Inc. 

411 Heritage Savings Association 

on 

Nature of 
Order 

B/0--hii1te Oak Shop- 
ping Center 
11261 N. Hamp. Ave. 
Silver Spring, Md. 

B/0--1243 Benfield Road 
Severna Park, Md. 

B/0—Little Patuxtent Pkwy., 
One Turner Center, Columbia, 
Maryland 

B/0--2232 Veirs Mill Road, 
Rockville, Md. 

R/^/0--9095 Frederick Road, 
Ellicott City, Md. 

Merger with and into 
Monumental City Savings and 
Loan Association, Inc. 

B/0 - 5430 Lynx Lane, Wilde 
Lake Village, Columbia, Md. 

B/G - Bel Air Tollgate Town 
Center, Bel Air, Md. 

B/0 - 1327 Lamberton Dr., 
Kemp Mill Center, Silver 
Spring, Md. 

B/0 - 401 York Road, 
Towson, Maryland 

Merger with and into 
Eastern Shore Savings and 
Loan Association 

1506 Reisterstown Road 
Pikesville, Maryland 

Capital Plaza Shopping 
Center 
Prince Georges County, MD 

Merger with and into 
Metropolis Bldg. Assn. 

B/0 - 4550 Montoomery 
Avenue, Bethesda, MD. 

R/E/0 - 1520 Country Ridge 
Lane, Essex, Maryland 

Date of 
Order 

10/18/7^ 

10/31/7* 

11/22/7^ 

12/14/78 

I 

< 

12/15/7. 

12/29/78 

1/22/79 

2/3/79 

2/8/79 

2/^6/79 

2/28/79 

2/28/79 

i 
3/8/70 

3/13/7 , 

4/23/79 

5/9/79 ^ 
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Order No. 

412 

413 

r ,p 
> 

415 

416 

417 

£ o c i a ti o n 

North Bend Thrift & Loan 
Assn. , Inc. 

Second National B/L, Inc. 

Old Court Savings and Loan, Inc. 

Chevy Chase S/L, Inc. 

Arlington Savings and Loan 
Association 

White Ground Building and 
Loan Association 

Nature of 
Ord 

R/P/0 - 920 Frederick 
Rd., Catonsvllle, Md. 

Limited Facility Branch 
700 A North Phlla. Ave 
Ocean City, Maryland 

B/0 - Martin Plaza, Martin 
Boulevard and Middle River 
Road, Baltimore, MD. 

Date of 
Order 

5/21/79 

5/21/79 

6/ 5/79 

B/0 - Congressional Plaza, 
1661 Rockvllie Pike, Rockvllle, 
Md- 6/ 5/79 

' New Charter 7/ 5/79 

R/P/0 - 7405 Windsor Mill 
Rd., Baltimore, Maryland 7/11/79 

418 

•19 

420 

421 

422 

C is 

424 

( .5 

L ;6 

J 

Arlington Savings and Loan 
Association 

Chevy Chase Savings and Loan, 
Inc. 

Eastern Shore S/L Assn. 

Pompel Permanent Building and 
Loan Association 

First Maryland Savings and 
Loan, Inc. 

Government Services Savings 
and Loan, Inc. 

Orangeville Permanent' 
Euilding Association 

Chesapeake Savings and Loan 
Association 

Equitable Savings and Loan 
Association 

f-.etropolis Building Assn. 

Merger with and into 
Central Savings Bank 7/18/79 

B/0-2215 Bel Pre Road, Plaza 
Del Mercado, Montgomery County, 
Maryland 7/27/79 

R/B/0-10 South Main Street, 
Berlin, Maryland 7/30/79 

R/P/0-172e West Street, Annapolis 
Maryland 8/1/79 

B/0 - Montrose Center, Montrose 
Road, Rockvllle, Md. 

A 103 5 

B/0 - 3601 St. Barnabas Road, 
Silver Hill, MD. 

Merger with and into Metropolis 
Building Association 

RP0-2100 Somerville Road, 
Annapolis, and retention the 
224 Main Street Office as a 
Branch 

B/0 - Routes 29 and 198, 
Burtonsvilie, MD 

Five Limited Facility Branch 
Offices in Stewarts Department 

1 Stores 

13G 

8/9/79 

8/24/79 

8/28/79 

8/31/79 

9/11/79 

9/19/79 



ORDER NO. 

428 

429 

430 

4 31 

432 

423 

434 

435 

436 

437 

438 

439 

440 

441 

442 

fiSSOCIATION 

St. Casimirs Savings and Loan Assn. 

Fairfax Savings and Loan Assn. 

Eastern Savings and Loan Assn. 

Sharon Savings and Loan 

Laurel Building Association 

Second National Building 
and Loan 

NATURE OF QRPER 

( 

PATE OF QRDFR 

Security Savinas and Loan 

Equitable Savinas and y f 

Loan Association , 7' 

Gibraltar Building and Loan 
Association 

Chevy Chase Savings and Loan, 
Inc. 

Chevy Chase Savings and 
Loan, Inc. 

Government Services Savings and 
Loan, Inc. 

John Hanson Savings and Loan 

Baltimore County Savings and Loan 
Assn. 

RBO - 2703-05-07-09 
Foster Avenue, Baltimore, 
MD 9/20/79 

B/0-17 Light Street, 
Baltimore, MD 9/24/79 

B/0-Belair Beltway 
Plaza Shopping Center, 
7628 Bel air Road, 
Baltimore, MD 9/24/79 

B/0 - 1542 York Road 
Luthervllle, MD 9/27/79 

B/0 - Green Valley Center 
#12, Monrovia, MD 10/23/79 

RBO-Benfield Plaza Shopping 
Center, Benfield and Jumpers 
Hole Roads, Severna Park, 

10/25/79 

7 Additional Electronic 
Customer Communication 
Terminals with First 
National Bank 11/6/79 

B/0 - Georgia Ayenue 
and Hillcrest Street 
Olney, Maryland 11/7/79 

1090 Cape St. Claire 
Road, Cape St. Claire 
Shopping Center, 
Annapolis, MD 11/8/79 

B/0 - 6107 Greenbelt 
Rd., Berwyn Heights 11/28/79 

L/F/B/0 - 8740 Arliss 
Street, Silver Spring 
Maryland 11/28/79 

L/F/B/0 - 11325 Seven Locks 
Road, Cabin John Mall, Potomac, 
Maryland 11/30/79 

B/0 - 4405 East West Highway, 
Suite^202/203, Bethesda 11/30/79 ' 

B/0- 6510 Baltimore National Pike, 
Pike Park Plaza, Catonsville. 
Maryland - 2122C 8/80 

r 

- ( 

c 

Chevy Chase Savings & Loan 
( A Stock Corporation ) 

A 1031, 

B/O Georgia Ave f. Spartan Rd. 
Olney, Mary-land 20832 i 
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ORDER NO. 

443 

444 

^5 

446 

447 

448 

449 

450 

451 

452 

4 53 

454 

455 

' 456 

457 

ASSOCIATION 

Gough Street Loan and Savings 
Association 

Fairfax Savings and Loan 
Association, Inc. 

Augusta Bldg £ Loan 
Assoclatton, Inc. 

Heritage Savings Assn. 

Government Services S/L, Inc. 

Citizens Savings ^nd Loan 
Association, Inc. 

Security Savings and Loan, 
Inc. 

Home Building and Loan 
Association of Cecil County 

Chevy Chase Savings 
and Loan, Inc. 

Ridgely Building Assn. 

First Progrossive S/L 

East Ave Bldg. S Loan 

Security Savings and Loan 

American National Bldg. & 
Loan Association 

Chevy Chase S/L 

A 1037 

138 

NATURE OF ORDER 

Merger with and into 
Metropolis Building Assn. 

Merger with and into 
Prudential Savings and 
Loan, Inc. 

1/25/80 

1/29/80 

B/0 1100 W. 36th St. 
Balto, Md. 21211 

RB0 to 4226 Harford Road 
Baltimore, MD 21214 

B/D-Prince George's Plaza 
Hyattsville, Maryland 

1-29-80 

3-6-80 

4-11-80 

R/B/0 - from Frederick County 
Square Shopping Center, 1003 
West Patrick Street, Frederick, 
MD - 21701, to a free standing 
building approximately one 
thousand feet from the present 
branch location in the same 
shopping mall 5-7-80 

Merger with Sharon-Security, 
Inc. (Security the Survivor) 5-13-80 

Merger with and into Harford- 
Gunpowder Savings and Loan 5-26-80 

B/0 - 2417 Ritchie Park- 
way, Rockvilie, MD 6-24-8G 

Merger with and into 
Augusta Savings & Loan 6-26-80 

LFBO/ 229 E- Main St. 
Vestmineter, Md. 22157 7-16-60 

Merged with Midstate S/L 7-2Z-B0 

Violation Order^^X^^^j 7-25-80 

B/O 5 Light Street 
Baltimore, Kd. 21202 7_25_eo, 

E/0 - Diamond Square' 
Shopping Center, Gaithers- 
burg, Maryland 7-30-80 



ORDER NO 

458 

- 459 

460 

461 

462 

463 

464 

465 

466 

- 467 

468 

469 

470 

Association 

Chevy Chase Savings and Loan 

Baltimore County Savings 
and Loan Assn. 

Northeastern Bohemian Savings 
and Loan Association, Inc. 

Old Court Savings and Loan, 
Inc. 

Sacred Heart Building and Loan 
Association 

Domestic Building Association 

Fidelity Building and Loan Assn. 

Forest Hill Permanent Build- 
ing Association 

Second National Building & 
Loan, Inc. 

Baltimore County Savings 
and Loan Association 

Rainy Day Permanent Savings 
and Loan Association 

Dover Perpetual Building and 
Loan Association 

Midtown Savings and Loan 
Association 

A 10 3 S 
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Nature of Order 

B/0-Clinton Square 
Shopping Center, 
Clinton, MD 

B/0 - 537 Ritchie 
Highway, Cirelli 
B1dg., Severna Park, 
MD - 21146 

Merger with and into 
Madison and Bradford 
Savings and Loan 
Association, Inc. 

Relocation of Prin- 
cipal Office to 
23-25 Light Street, 
Baltimore, MD 21201 

Date of Ordt 

/ 
8/8/80 

9/8/80 
C 

9/11/80 

r 

v;7 

/ r 

9/22/80 

Merger with and into 
Municipal Savings and Loan 
Association 10/16/80 

Merger with and into 
Metropolis Building Assn. 10/16/80 

Merger with and into 
Metropolis Building Assn. 10/16/80 

Transfer of Assets to Forest 
Hill State Bank end subse- 
quent Dissolution of Forest 
Hill Permanent Building Assn. 

opfw u • 11/12/80 Ktsu from Harrison Street to 
Glebe Road, Easton, MD 

11/12/80 

B/0 - 6410 Security 
Boulevard, Baitimo re, 
Maryland - 21207 11/20780 

Merger with and ri(nto 
Madison Sq ua re ^ §u'i 1 di ng 
Association ' 11/26/80 

with and into Parkville 
Savings and Loan 
Association 11/26/80 

Merger with and into 
Fairfax Savings and 
Loan 11/28/80 

C 

x 



Order NO. 

■71 

( 

472 

r/3 

1 

c 

475 

476 

477 

478 

•479 

480 

•481 

K ;;482 

483 

1 

Association 

White Ground Building and 
Loan Association 

Harford-Gunpowder Savings 
and Loan Association 

Metropolis Building Assn. 

Nature oi Order Date of Or 

474 Sharon Savings & Loan 

Snow Hill Building and Loan 
Acoocietion .. 

Custom Savings and Loan 
Association 

-'Regal Savings and Loan 

A s 3 o ciati on 

John Hanson Savings M'nd 
Loan , , I nc . , -i . ■ 

Baltimore County Savings 
and Loan Assn. 

Golden Ring Savings and 
Loan Association 

CalvertSavings and Loan 
Association 

Maryland Capital Savings 
and loan Association 

Maryland Savings and Loan 
Loan Association of Glen 
B u r n1e , Inc. 

Merger with and Into 
Ridgeway Savings and 
Loan Association 12/3/80 

RBO - from S'-i Court- 
land Street to Main 
and Gordon Streets, 
Bel Air, MD 21014 12/10/80 

RBO from 30 N. Market 
St. f, 154 N. Market St/ 
to 52 N. Market St. 
Frederick, Md^. 12/16/80 

Shared Electronic Custom- 
er Communication Terminals 
with First National Bank 1/27/81 

Merger with/Into Eastern 
Shore Savings and Loan 
Association ^L/20/81 

RP0 - from 3655 Old Court 
Rd. to 1013 Reisterstown 
Rd., Pikesvilie, MD 2/20/81 

•' Conversion from a mutual 

to a stock association 2/24/81 

n/RBO r- Tfrom 15126 Frederick 
Rd . to 835 Rockv111e 
Pike, Rockvilie, MD 3/6/81 

B/0 - 40 West Shopping Center 
Catonsville, Md. Rescinding 
Order No. 441 

4 

Merger with/into Heritage 
Savings Association 

Merger with Yorkridge 
Federal S/L Assn. 
(Calvert Is survivor) 

Conversion from a mutual 
to a stock association 

Merger with/into Sharon 
Sb?fngs and Loan 

3/6/81 

3/12/81 

3/13/81 

3/24/81 

3/30/81 

A 1039 
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ORDER NO. 

484 

485 

486 

487 

4 88 

489 

490 

491 

^92 

A93 

W 

495 

496 

Association 

First Maryland Savings and 
Loan 

Hanover Building Assn, 

Liberty B/L Assn., 
Clifton Perm. Bldg. 
Assn., & Homewood S/t 
Assn. 

Pleasant Hill Permanent 
B/L Assn. , Inc. 

Eastern Sayings & Loan 
Aseoc. 

Center Savings & Loan 

Mature of Order Date of Order 

B/0- Eastgate Shopper's 
World on Greenbelt Rd 
(Rt. 193) i Lanham 
Severn Rd. (Rt. 564) 
Glenn Dale, Md. 

r 

V3/8) 

Merger with/into 
Light Street Savings 
and Building Assn. 4/3/81 ^ 

Merger with/into New 
Michaels Perm. Savings 
and Loan Association 4/9/81 

Merger with and into 
Metropolis Bldg. Assn. 4/29/81 

B/0 - 1417 Relsterstown Road 
tlkkavdiHv,'. M*TJX»u4 21^7/gi 

Relocate Principal Office 
to 201 N. Charles St. 
Suite 1702, Baltimore,Md 
21201 

5/27/81 

! / 

Regal Savings t Loan Association 

Second National Building and 
Loan, Inc. 

Eastern Savings and Loan 
Association, Inc. 

City Savings and Loan 
Association 

Custom Savings & Loan AseoclatIon,Inc 

B/0 - 2505 N, Charles Street 
Baltimore, Maryland 21218 

6/2/81 

LFBO - 14804 Main Street 
Upper Marlboro, Maryland 6/ 9/81 

ConveriJon . from a Mutual Assoclatloh 
to a Stock Association 6/9/81 • 

( 

Second National B/L, Inc, 

Metropolis Building Assn. 

Merger with and Into 6/18/81 
Augusta Savings and Loan Association 

Conversion from a Mutual Association 
to a Stock Association 6/23/81 

RBO from 7302 Coastal High- 
way, Ocean City, to 79th" 6/24/^1 
and Coastal Highway, Ocean City ( 

Merger with and into John 
Hanson Savings S Loan, Inc.7/14/81 

^97 Heritage Savings Association Relocate Principal Office to 
^5^3 York Road, Luthervllle, Md. 21093 

A 10-'(5 
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ORDER NO. ASSOCIATION NATURE OF ORDER DATE PFrORE 

r 

c 

(■ 

('• ) 

^98 

499 

500 

501 

502 

503 

504 

505 

506 

Merritt Savings & Loan 

Old Court S/L, Inc. 

Chevy Chase S/L, Inc. 
(Denied) 

GovernmentjServlces S/L, 
Inc. (Denied) 

Laurel Building Assn. 

Frederick Avenue Building 
Association 

Madison Square Permanent 
Building Association 

YorkrIdge-Ca1vert Savings 
and Loan Association 

John Hanson Savings and 
Loan , Inc. 

B/O 20A5 York Road 
Luthervllle-Tlmcnluni.Md. 21093 

RB0--froni 8654 Liberty Rd. 
to 8599 01d Court Rd. , 
Randa11s town 

B/0 16823 Crabbs Branch 
Way, Rockvllle, MD 

B/0 300 N. Frederick Ave., 
Galthcpsburg, MD 

R/B/0 from 201 N. Fred- 
erick Avenue to 300 N. 
Frederick Ave., Galthers- 
burg, MD 

Merger with and Into John 
Hanson Savings 4 Loan, Inc. 

B/0 1115 Baldwin Mill Rd. 
Jarrettsvllle, Maryland 

R/B/0--from 1A0 Shopping 
Center, Westminster, to 
Pomona Square CommerclaJ 
Center,' Re Isterstown Road, 
Baltimore, Maryland 

8/0 the John Hanson Bldg., 
11700 Beltsvllle Drive, 
Beltsvllle', Maryland 

^^f81 

7/23/8' 

10/05/8' 

10/06/81 

10/06/6i 

10/16/81 

10/22/81 

I li^8l 

1 l/OVBl 

! ( i 

c 

507 

508 

509 

•5 10 

511 

512 

513 

5 1 ^ 

Belalr Road Building and 
Loan Association 

Eastvlew Savings and Loan 
AssocI a t I on 

Eastern Shore Savings and 
Loan Assoclat Ion 

Fairfax Savings and Loan 

Fairfax Savings and Loan 

Maryland Capital Savings and 
Loan Association 

Howard Loan and Savings 
Association 

Merger--wlth and Into 
Madison Square Permanent 
Building Association 

Me rgei wi th and into 
Augusta Savings and Loan 

Merger with and Into • 
Jofin tlanson S/L, Inc. 

Violation Order 

B/0 9739 York Road 
Cockeysvllie, Maryland 

B/0 Charles St C Maple Ave. 
LaPlata, Md. 206^6 

Merger--wlth and Into 
Liberty Savings and Loan 

B/0 10707 York Road Liberty Savings and Loan 
Association ^ 1041 C 0 c ^ e Y s v ' 1 ' c 1 Maryland 
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11/-16/61 

11/19/si 

11/27/ei 

12/ 8/81 

1/27/82 

1/27/82 

3/^^2 

3/30/62 



ORDER NO, 

515 

516 

- 517 

5,18 , 

519 

520 

521 

' \ * ! » • ■ V ' 

522 

: 523 

52A . • I 

525 

526 

527 - 

7, 528 

525 

530 

531 

ASSQr- <\TION 

Eastern Savings and Loan 
Association, Inc. 

Gibraltar Building and Loan 
AssocI a tI on, Inc. 

John Hanson Savings and Loan, 
Inc. 

Twin Pines Savlngs & .Loan 
Association, Inc. 

Gibraltar Building and-Loan 
Association,' Inc. : 

Second Na11ona 1 Bu11d I ng and 
Loan,' Inc. (Disapproved) 

Fjiendshlp Savings and Loan 

.Liberty Savings -and^Loan 
Association,, Inc.. ' 

Harford-Gunpowder Savings and 
Loan Association .» 

r ■ ^ : 

Bay State .Savings; and. Loan 
Assoc1 a11 on , Inc . 

Community Savings and Loan, 
Inc. 

' • i 

First Progressive Savings and 
Loan Association 

Second National Building and 
Loan, Inc. 

Eastern Savings and Loan 
Association 

Fairfax Savings Assoclati on 

Merger of Chevysub Corporation 
with and into Government Serv- 
ices Savings and Loan 

The North Eastern Loan and 
Savings Association v 

A - 

NATUR1- OF Of PER DATEOF 0' 

R/B/0 to 3700 {astern 
Avenue, BsUlrrore, MD 4/22/8*' 

Conversion tc stock 
association A / 2 7 Afi. •' 

R,/B/0 from Stewart's 
Golden ping to Golden 
Ring Rd. & Kenwood Ave. 
Baltimore, Maryland 5/20/61 

Merger with and Into 
Community Savings & Loan 6/ 1/82 

B/0 Routes 50 and 18, 
Kent Island, Stevens- 
vllle, Maryland 6/17/"B^j 

B/0 3033 Solomon's Island 
Rd., Edgewater; Maryland 6/25/82 

Temporary relocation of B/0 
from 76.23 Vlsconsln Avenue, 
tb thfc "Bethesda Sq. Shopping 

.Center, ^ethesda, Maryland 6/29/82 

Articles of Revival 

Merger with and Into John 
.Mansofi Savings and Loan 

7/23/6^ 

7/23/€x 

New Charter 7/23/82 
w •'(Preliminary) 
W (Final) 10/29/82 

R/B/0 to 11 1-A Center- 
way Rjd . , Greenbe It, MD 

R/P/0 to 229 E. Main St. 
Westminster, MD £ conver- 
sion of this office to 
a full service office 

B/0 S. Salisbury Blvd. 
Rte 13) and Pine Bluff Rd. 
Salisbury, Maryland 

B/0 Relsterstown Rd. Piaza 
Ba1t i more, Ma ry1 and 

B/0 IA0 Village Shopping 
Center, Westminster, MD 
Merger 

8/17/82 

8/1 7/S, 

( 

9/1 A/82 

9/22/8^ 

10/18/82 

1 1/1/82 'v 

Merger with end Into New 
Michaels Permanent Savings 
and Loan Association 11/lc/8r 
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r 

r 

( 

( 

( 

c 

532 

^33 

^33^ 

535 

536 

537, 

538 

539 

5^0 

5^1 

5^2 

5^3 

5AA 

5^5 

5^6 

5^7 

First Maryland Savings and 
Loa n, Inc. 

John Hanson Savings and 
Loan, Inc. 

-B/0 8 1 A ' S . Light St. 
Baltimore,' Maryland 

R/B/0 to 107 Green St. 
Snow Hill, Maryland 

1 1 

laivm ^ o v 111 ^ vr k.vyci ■ i • R/B/0 to 1^17*Cf-3ln Hlghw3y 
(oqco Glen Burnle, Maryland 21061 

<v>' ^eyt^r /) 

Sharon Savings € Loan 
f~r. 

a< 

John Hanson Savings and Loan, 
Inc. 

Admiral SuIIders Savings & 
1 Loan Association ' 

« 1 * 1 . 
Fairfax Savings Association" 

Fairfax Savings Association 

Ashburton Savings fc Loan 
Association,, Inc. i , 

Maryland Capital Savings and 
Loan Association. • i ■ 

R/B/0 to 11708 Relsterstown 
Road, Relsterstown, Maryland 
21136 

8/0 1746-48 York Road 
jLuthervlIJe, iMaryland 21093 

B/0 Ocean City Mall, Coastal 
Highway fi 94th Street, 
Ocean City, Maryland 21842 

B/0 Security Blvd. and 
Whltehead Road 
Baltimore, Maryland 2120/ 
i . . i . . .. . : 
Artlcles^of Revival 

B/0 301 North Charles Street 
Baltimore, Maryland 21201 

8; 

12/ 2/8: 

12/17/82 

12/27/82 

t 

12/27/82 

2/04/83 

2/25/83 

2/14/83 

3/ 

United Savings Association New Charter (Preliminary) 3/24/83 

Maryland Capital Savings and 
Loan Association 

Fairfax Savings Association 

Maryland Capital Savings and 
Loan Association 

Merritt Savings and Loan, Inc. 

Maryland Capital Savings and 
Loan Association 

Merritt Savings and Loan, Inc. 

A 10 4 3 

(Final) 

B/0 The RandalIstown Plaza 
Shopping Center, 3965 Offutt 
^Road; Randal 1stown,iMD 21133 

6JoS070 Liberty Road at Offutt 
Road, Randal 1stown, MD 21133 

R/B/0 from the corner of Rt. 5 
and Rt. 925» Waldorf, MD to 
Suite 101 Moran Bldg., Waldorf 
Maryland 20601 

B/0 Ocean Side of Coastal 
Highway Between 57th and 
58th Streets, Ocean City, 
Maryland 21842 

B/0 4022 Eastern Avenue 
Baltimore, Maryland 21224 

4/14/83 

4/25/83 

4/25/83 

6/21/83 

6/21/85 

B/0 Merritt Park Shopping Center 7 
Merritt Blvd. t Wise Avenue 
Dundalk, Maryland 21222 

7/05/83 

,83 

144 



ORDER NO. 

5^8 

5^9 

550 

551 

552 

ASl,. wIATIOK 

Bel timor^^avTngs and Loan 
Association 

Baltimore County Savings 
and Loan Association 

-Northfleld Savings 
S Loan Assn., Inc. 

KATURE OR J)ER 

fi/0 Suite 110, The Jefferson 
Building, Chesapeake Ave. C 
Courtland St., Towson, Md. 
2120A 

B/0 Arbutus Shopping Center, 
105^ Maiden Choice Lane, 
Baltimore, Maryland 21227 

B/0 184A E. Joppa Road 
Ba1t fmore County, 
Maryland 2123^ 

DATE OF ORDER 

7/22/83 

7/22/83 

7/26/83 

Maryland Capital Savings B/0 Romsburg Industrial 
6 Loan Association Park Section One - Inter- 

section of Maryland Routes 
85 and 355# Frederick, 
Maryland 21701 8/I7/83 

U.S. Home Savings £ 
Loan Assoclattcn 

New Charter (Preliminary) 8/18/83 

r 

( 

c 

553 Maryland Capital Savings 
£ Loan AssoclatIon 

55^ Maryland Capital Savings and 
i Loan Association s .-'j i 

555 Maximum Savings Association 

556 Maryland Capital Savings 
• £ Loan Association 

557 Southern Permanent Building 
Association of Baltimore 

-'City ^ 

558 Custom Savings Association 

55S Fi rst Maryland Savings 6 
Loan, inc. 

B/0 1819 York Road, Grand 8/3O/83 
York ShoppIng Center , 
Lutherville, Maryland 21093 

B/0 13 -West Baltimore Street 9/20/83 
Baltimore, Maryland 21201 

|New, Charter ,{Pr^l1mlnary) 9/20/63 
(Final) 3/01/8^ 

8/0 725 South Salisbury Boulevard, 
Salisbury, Maryland 21801 9/22/83 

Conversion to stock association IO/IV83 
Articles of Amendment £ Restatement 

B/0 A Allegheny Avenue, IO/I9/83 
Baltimore, Mfryland 2120A 

B/0 8307 Main Street 10/26/83 
Ellicott City, Maryland 210A3 

c 

560 Community Savings £ l-oan. Inc. 

561 Regal Savings £ Loan Association 

B/0 Bedford Building, 6500 Rock 
Spring Drive, Bethesda, 
Maryland 20817 11/01/83 

R/B/0 -From 2505 N. Charles 
Street, Baltimore, Maryland 
21218 to 2A36C N. Charles 
Street, Baltimore, Maryland 
21218 

562 Maryland Capital Savings 
Loan Association 

A 

and B/0 Store Maryland City 

3^31 Fort Meade Road, 
Maryland 2C7C7 1 PIe2a, 

10 iV" 

11/21/83 

11/26/63 



ORDER NO. ASSOCIATION 

563 Maryland Capital Savings and 
Loan Association 

56^ Chesapeake Savings and Loan 
Association of Annapolis, Inc. 

565 Merger of Leland Corporation and 
Government Services Savings C 
Loan, Inc., with and into Chevy 
Chase Savings and Loan, Inc. 

566 Maryland Capital Savings and 
Loan Association - * 

567 Merritt Commercial Savings 
fc Loan, Inc. 

5^8 Bay State Savings and 
Loan Association 

569 Custom Savings Association 

570 Hopkins Savings and Loan 
Associ at ion 

JURE OF ORDER DATE OF OF 

B/0 Suite 117 Exchange 
Place Bui 1ding, A51 
Hungerford Drive, 
Rockville, Maryland 20850 

Conversion to stock 
association - Articles of 
Amendment fc Restatement 

Merger 

B/0 217 Baltimore Pike 
Bel Air, Maryland 2101A 

B/0 300-30A N. Charles 
Street, Baltimore, 
Maryland 21202 

B/0 Odenton Shopping 
Center, Odenton, 
Maryland 21113 

B/0 1 South Calvert 
Street, Baltimore, 
Maryland 21202 

Conversion to stock 
association - Amended 
Articles of Incorporation 

83 

12/1V83 

12/27/83 

1/10/84 

1/10/84 

1/12/84 

1/17/84 1^^ 

9-17-84 

571 

572 

573 

574 

Old Court Savings G Loan, 
I nc. 

Merritt Commercial Savings 
and Loan, Inc. 

Maryland Capital Savings and 
Loan Association 

Maryland Capital Savings and 
Loan Association 

R/P/0 from 25 Light 1/19/84 
Street, Baltimore, Mary- 
land 21202 to 16 South 
Calvert Street, Baltimore, 
Maryland 21202 

Temporary Relocation of 1/13/84 
P/0 from 6 St. Paul St., 
Baltimore, Maryland 21202 
to 23-25 Light Street, 
Baltimore, Maryland 21202 

B/0 5209 East Drive, East 2/17/84 
Drive Shopping Center, 
Arbutus, Maryland 21227 

53 McKinsey Road, Severna 2/17/84 
Park, Maryland 21146 

A .1 G'i 5 
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575 Second National Building £ 
Loan, Inc. 

576 Maryland Capital Savings C 
Loan Association 

577 Severn Savings Association 
of Annapolis, Inc. 

578' Westowne Savings 6 Loan 
Association 

579 Commercial Credit Savings & 
Loan Association 

580 Second National Building 
& Loan, Inc. 

581 Potomac Savings and Loan 
Assoc i a 11 on 

582 Commercial Credit Savings 6 
Loan -Associat ion 

Amended Commercial Credit Savings £ 
583 Loan Association 

58^ American National Building £ 
Loan Assn of Baltimore City 

585 Lewes and Rehoboth Building and 
Loan 

586 The Milton Building and Loan 
Assoc i at ion 

587 Commercial Credit Savings fc 
Loan Association 

588 Government Services Savings £ Loan, 
I nc. 

589 Kinsley Savings Association 

B/0 3033 Solomon's 3/22/8^ 
Island Road, Edgewater, 
Maryland 21037 

B/0 Catonsville Commercial V18/8A ^ 
Center, A03 Frederick Rd., 
Catonsville, MD 21228 

r 

(- 

Conversion to Stock V2V84 
Association- Amended 
Articles of Incorporation 

Merger with and into U/l^/Sk 
John Hanson Savings and 
Loan, Inc. 

B/0 7972 Belalr Road, 6/0VSA 
Baltimore, MD 21236 

B/0 1^5th Street and 6/0V8*( 
Coastal Highway, Ocean 
City, MD 218^3 

New Charter (Preliminary) 6/19/8^ 
(Final) 10/17/8A 

,B/0 Cherry Valley Shopping 6/29/8A 
Center, 11630 Reisterstown 
Rd., Reisterstown, Md. 21136 ^ 

B/0 532 Baltimore Boulevard 6/29/8^ 
(Route 1^0), Westminster, 

MD 21157 

R/P/0 to 211-217 N. Liberty 7/9/8A 
Street, Baltimore, MD 21201 

Merger with and into Second 7/13/^ 
National Building and Loan, 
Inc. 

Merger with and into John 7/16/8A , 
Hanson Savings and Loan, / \ 
Inc. V 

R/B/0 from 53 McKinsey Road, 7/16/8^ 
Severna Park, Maryland 211^6 
to 6lA Ritchie Highway, 
Severna Park, Maryland 21IA6 

R/P/0 to Wisconsin Avenue and 
Old Georgetown Road, Bethesda, 7/23/8^ 
Maryland 2081^ 

New Charter (Preliminary) 8/7/8A 1 

A 

147 
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r 

( 

c 

(. ) 

590 

591 

592 

593 

594 

595 

^ 596 

597 

598 

599 

600 

1 60) 

602 

603 

Government Services Savings 
and Loan, Inc. 

Merritt Commercial Savings C 
Loan Association 

Old Court Savings and Loan, Inc. 

Greater Baltimore Savings 6 
Loan Association 

The Dorsey Building and Loan 
Association, Incorporated 

Commercial Credit Savings and 
Loan Association 

Security Savings and Loan 

Municipal Savings and Loan 
Association, Inc. 

First Maryland Savings t Loan, Inc. 

First Progressive Savings £ Loan 
Association, Inc. 

Sterling Savings Association 

Second National Building 6 Loan, Inc. 

Second National Building t Loan, Inc. 

John Hanson Savings £ Loan, Inc. 

A-11K7 
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Automated TellerMachine 
(ATM), Cabin John Mall 
11325 Seven Locks Road 
Potomac, Maryland 2055^ 

B/0 Talbottown Shopping 
Center, Easton, 
Maryland 21601 

B/0 125th Street and 
Coastal Highway, Ocean 
City, Maryland 218^2 

Conversion to Stock 
Association - Amended 
Articles of Incorporation 
and Name Change 

Conversion to Stock 
Association - Amended 
Articles of Incorporation 

B/0 7^36 Ritchie Highway, 
Glen Burnie, MD 21061 

R/B/0 from Towne Plaza 
Shopping Center, Joppa, 
MD 21085 to Towne Plaza 
Shopping Center, Joppa, 
MD 21085 (2 doors west) 

Articles of Revival 

# 

8/1A/8A 

8/20/84 

8/20/84 

8/24/84 

9/26/84 

9>^B4 

B/0 Three Bethesda Metro 
Center, Bethesda, Md. 
2081A 

Merger with and into Old 
Court Savings and Loan, Inc. 

New Charter (Preliminary) 

(Final) 

B/0 Bay Forest Shopping 
Center, Annapolis, MD 
2U03 

B/0 Southeast Corner of 
Rt. 2 C West St. Annapolis, 
Maryland 21^01 

R/B/0 from 10 South Main 
Street, Berlin, M0 21811 
to 18 North Main Street 

Berlin, MD 21811 

9/28/84 

10/-15/84 

11/1/84 

11/13/8- 

4/4/85 

11/15/84 

11/15/8^ 

1 



OIDLK HO. AS St JkTlOh KATtTRi OR ' ER DAT! OF OLDEB 

60A 

605 

606 

607 

608 

609 

610 

611 

612 

613 

61 ^ 

615 

616 

617 

Baltimore Savings and Loan 
Association, Inc. 

Second National Building and 
Loan, Inc. 

r 

Government Services Savings 
£ Loan, Inc. 

Friendship Savings and 
Loan 

John Hanson Savings 6 Loan 

American National Building 
£ Loan Association 

Commercial Credit Savings 
and Loan Association 

Atlas Savings t Loan 
Association, Inc. 

Commercial Credit Savings 
and Loan Association 

Maximum Savings Association 

Eastern Savings Association 

Fairfax Savings Association 

Ridgeway Savings £■ Loan 
Association 

Presidential Savings 
Associ at ion 

C 

r 

Articles of Revival 11/21/8^ 

Automated Teller Machine 12/5/8A 
(ATM) Gold Coast Mall 
parking lot. Coastal Hwy. 
and 115th St., Ocean City, 
Maryland 218A2 

B/0 Limited Facility 12/n/8'4 
A708 Bethesda Avenue 
Bethesda, MD 2081A 

B/0 18206 Contour Road 12/11/8^ 
Gaithersburg, MD 20879 

R/B/0 from Cave Neck Road, 12/11/8A 
Milton, Delaware 19968 to 
Midway Shopping Center, 
U.S. Route 1, Rehoboth 
Beach, Delaware 19971 

R/B/0 from 7735 Eastern Ave. 12/18/8A 
Eastpoint Mall, Balto., Md. 
2122^ to 78^8 Eastern Ave., Eastpoint Mall, 
Balto., Md. 2122A (Full Service Facility) 

B/0 70A Merritt Blvd., 12/17/8^ 
Baltimore, MD 21222 

Conversion to Stock 12/19/8A 
Association - Articles 
of Amendment and 
Restatement 

R/B/0 from 15 Shangri La Dr. 1/7/85 
Lexington Park, MD 20653 to 
50 Essex Drive South, 
Lexington Park, MD 20653 

B/0 99 South Washington St. 1/7/85 
Rockville, Maryland 20850 

B/0 531 York Road 1/18/85 
Towson, Maryland 21204 

B/0 A2A York Road I/I8/85 
Towson, Maryland 21204 / 

Conversion to Stock 1/24/85 
Association - Articles of 
Amendment and Restatement 

, New Charter - Bethesda 
Office Center, 4520 East- 
West Highway, First Floor 

A 1048 Bethesda, Maryland 20814 

149 

Preliminary { 
1/29/85 
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618 Summit Savings Association New Chartt. - One Eighteen Preliminary 
Center, MO Route 118 t 1/30/85 
Wisteria Or,, Germantown, 
Maryland 2087^ 

619 

620 

621 

622 

623 

62A 

Gibraltar Building and Loan 
Association, Inc. 

Universal Savings and Loan 
Association 

Fairfax Savings Association" 

Second National Building and 
Loan, Inc. 

Second National Building and 
Loan, Inc. 

The Southern Permanent 
Building Association of 
Baltimore City 

6/0 Northeast corner of 1/31/85 
Rowe Boulevard C Taylor 
Avenue, West Annapolis 
Shopping Center, 
Annapolis, Maryland 21^01 

R/P/0 from 17 Old Court Rd., 2/6/85 
Baltimore, Maryland 21208 
to 3655b Old Court Road 
Sui tes 20 C 21 
Baltimore, Maryland 21208 

B/0 1001 S. Salisbury Blvd., 2/6/85 
Salisbury, Maryland 21801 

B/0 503 Washington Avenue 2/6/85 
Chestertown, Maryland 21620 

B/0 RD 1, located on Route 1, 2/28/85 
approx, l/A mile from inter- 
section of Route 2A, 
Rehoboth Beach, Delaware 19971 

R/P/0 from 1502 Riverside 3/26/ 
Avenue, Baltimore, Maryland 
21230 to 251'1 Ennalls Avenue 
Wheaton, Maryland 20902 

625 

626 

627 

628 

629 

630 

631 

Sharon Savings £ Loan 

Community Savings £ Loan, Inc. 

Government Services Savings 
£ Loan, Inc. 

Community Savings £ Loan, Inc. 

American National Savings 
Association 

Second National Building 
£ Loan, Inc. 

Community Savings and 
Loan. Inc. A J Q 4 9 

B/0 8lst Street and Coastal A/9/85 
Highway, Ocean City, MD 218^2 

3 Automated Teller Machine (ATM) '♦/12/85 
at Brady Bldg, Rtes ^50 £ 195, Bowie, Md 2071 
Montgomery Village Shopping Mall, Giant'Food 
Parking Lot, Gai thersburg, Md 20879; t Lak-e 
Forest Shopping Mall, Upper Level Pkg Lot * 

MdtW2o877eC'1tS ^ Penr-y,s. Gai thersburg , 

B/0 Sugarloaf Centre, Md Rte 118 V12/85 
£ Wisteria Drive, Germantown, 
Maryland 2087^ 

B/0 15906 Shady Grove Road 
Gaithersburg, MD 20877 

A/12/85 

B/0 Cherry Shire Center, A/16/85 
Reisterstown £ Cherry Valley Roads, 
Baltimore, Maryland 21136 

B/0 9th £ Shipley Street, 
Wilmington, Delaware 19801 

B/0 2335 Glenallen Avenue 
Silver Spring, Maryland 20902 

A/26/85 

150 
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632 

633 

The North Bend Thrift t 
Loan Association, 
Incorporated 

First Maryland 
Savings £ Loan, 
I nc. 

Conversion into a A/2V85 
Stock Association 

Establishment of a A/30/85 
Branch Office 

8737 Colesvi1le Road 
Retail Level 
Si1ver Spring, 
Maryland 20910 

A 1050 

151 
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Gilbert Sandier & Associates /s 
ADVERTISING • PUBLIC RClAT IONS • MARKf TING COMWUNir.ATlOM"; . «.ni IT Pi,,, c, . t,,., .. 

)' VISION Of 
iHf AnAMS GROUP INC 

Kf TING COMMUNICATIONS. SOI ST PAUL PLACE • BALTIMOBC MO ?!?0? • (301J 637-7100 

COPY N0 CLIFNT MARYLAND SAVINGS-SHARE INSURANCE CORPORflrrriM DATE 7/9/85 job "Neighborhood" :30 TV final version 

VIDEO 

Black-and white street scene of 

Baltimore neighborhood, circa the 

late 30's. Spokesman, dressed in 

period business suit, gets out of 

'39 Olds and walks down street. 

Waves to man who is sitting in 

front of store. Man waves back. 

Spokesman peeks into window of 

pavings and loan, then walks in. 

issolve to shot of spokesman 

handing passbook to smiling tellpr. 

Wipe to color shot of spokesman, 

now in modern suit, picking up 

passbook in a modern savings and 

loa"- He gestures to MSSIC seal, 

tucks passbook into jacket pocket, 

and exits left. Slow zoom on seal. 

Dissolve to seal on blue background. 

Super "Maryland Savings-Share 

Insurance Corporation." 

AUDIO 

SFX: Outdoor city sounds, under. 

SPOKESMAN: Mornin" Harry! How 

are 'ya today? 

SPOKESMAN (V/0): Time was, at the 

heart of every neighborhood, you'd 

find a savings and loan. 

SPOKESMAN (V/0): It's still true 

today. And when you see this seal 

displayed at savings and loans 

throughout Maryland, rest assured: 

your savings are protected. 

SPOKESMAN (V/0): Savings insurance 

for you and your community -- from 

the Maryland Savings-Share Insurance 

Corporation. 

153 
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Gilt? n Sandier & Assc ;iates, inc. 
ADVERTISING AND PUBHC RELATIONS • 5CH ST PAUL PLACE • BALTIMORE MAPYiAND ?i?0? • i30n83'-7i00 

COPY 

NO CLIENT ___MSSIC 

DATE_2/28/85jqB :30 TV Audio—Lighthouse 

ANNCR: It's reassuring. 

  You know it's always there.      

You can depend on it .through.calm straits and troubled waters. 

By day, a landmark of strength. 

By night, a comforting beacon to safety. 

We're the Maryland Savings-Share Insurance Corporation. Look 

for our symbol of safety at savings and loans throughout Maryland. 

It means each account is insured up to $100,000. 

154 
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( 

V JOT ABLE. BAJiTJEH AND HOWARD 

Attorncys at Law 
1600 MtoCAHTiLt 6ANK £ TRUST Buiioinc 

• MO***"* ^LA|A 
BAL^IMORC. MARYLAND £1201 

TctC^wO^C 
Amca COOV JOl 

August 17, 1976 

Mr. Harry B. Wolf, Jr. 
Executive Vice President 
Maryland Savings-Share Insurance 

Corporation 
Baltimore Life Building 
901 North Howard Street 
Baltimore, Maryland 21201 

Dear Mr. Wolf: 

You have requested our opinion concerning the 
meaning of one section of the Charter of the Maryland Savings- 
Share Insurance Corporation ("MSSIC") which establishes a 
limit on the amount of Insurance which may be provided to 
the holders of accounts in member associations. The sec- 
tion, which appears in Article 23 of the Annotated Code 
of Maryland as S161SS, reads in part as follows: 

As one of such rules and regulations the board 
of directors from time to time shall establish 
a limit on the amount of insurance which may 
be provided for each separate share account of 
any association; and this limit may not exceed 
by more than the sum of $10,000.00 the amount 
of prevailing insurance available from the 
Federal Sayings and Loan Insurance Corporation 
or its successor instrumentality from time to 
time. 

Pursuant to this enabling statute, MSSIC has re- 
cently adopted a provision in Article VII, §2 of its By-Laws 
which states that: 

The limit of insurance liability for which 
the Corporation may be required to pay for 
each separate share account of any association 
may not exceed by more than the sum of 
$10,000 the amount of prevailing insurance 
available from the Federal Savings and Loan 
Insurance Corporation or its successor 
instrumentality from time to time. 

UoM 0/ L\ • 00015691-!nz 



Mr. Harry B. Wolf, Jr. 
August 17, 1976 
Page Two 

This provision amended the previous Article VII, 
§2 by replacing the words "any one free share account" with 
the words "each separate share account of any association". 
As we understand the situation, the purpose of this amendment 
was to clarify MSSIC's intent to provide insurance for each 
share account as those accounts appear on a member's records. 
Thus ( supposing that an Individual were to open several 
accounts with a MSSIC member, using the same name for each 
account, and that the MSSIC member permitted this duplica- 
tion, the Individual would be insured for the full amount • 
of Insurance on each of the accounts. 

We also understand that MSSIC in the past has issued 
to its members a general set of criteria, to be used by mem- 
bers in determining insurance coverage, which combined separate 
accounts having a single ownership into a single account for 
insurance purposes. Presently, MSSIC is sending out a new 
circular which states that each account appearing on a mem- 
ber's books shall receive full insurance coverage. 

In adopting this new practice of providing full 
insurance coverage for each separate account appearing in a 
member's records, MSSIC is relying upon the plain meaning of 
the words "each separate share account of any association", 
which tends to indicate that each account recorded in a 
.member's records may receive insurance up to the full limit 
permitted in MSSIC's Charter. As for the meaning of "account", 
MSSIC adopts the position that reference to a member's records 
provides the most obvious determination of how many "accounts" 
a member has at any one time. 

We believe, with the qualifications stated below, 
that MSSIC's interpretation of its power to insure, granted 
by §161SS of its Charter, is a reasonable interpretation, 
and has the added advantage of setting forth a simple, de- 
finable means of determining the insurance coverage of any 
one individual or business. 

The major problem which we believe MSSIC faces in 
interpreting its Charter in this manner steins from the fact 
that MSSIC's Charter, by making reference to the insurance 
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Mr. Harry B. Wolf, Jr. 
August 17, 1976 
Page Three 

/ISJ-the Ffderal Savings and Loan Insurance Corporation ( FSlJC ) as a limit on MSSIC's own insurance coverage is 
obviously designed to -achieve some sort of parity between 
MSSIC's insurance limits, on the one hand, and those of 
FSLIC on the other. We do not have a detailed knowledge 
of why this reference to FSLIC was inserted in MSSIC's own 
Charter, but it stands to reason the reference reflects a 
realization by the Maryland legislature that MSSIC members 
could secure a competitive advantage over federally-insured 
savings and loan associations by providing insurance far in 
excess of that which is available from FSLIC. As you know 
FSLIC has promulgated a very complex set of regulations * 
which appear in Title 12, Part 56H of the Code of Federal 
Regulations, which treat various types of ownership interests 
and combinations of accounts as single accounts for insurance 
purposes. These regulations in their present form date back 
to 1967, and have been substantially amended since that time. 
The regulations, in turn, have been promulgated pursuant to 
§§401 and ^0^1 of the National Housing Act, which require the 
combination of certain accounts for purposes of determining 
insurance coverage. The Federal Deposit Insurance Act also 
requires that certain accounts be treated as single accounts 
for Insurance purposes, and regulations have been adopted 
by the Federal Deposit Insurance Corporation which closely 
parallel the regulations adopted by FSLIC. 

MSSIC's aut^hority to insure accounts as they ap- 
pear on member's records could be challenged in a variety 
of ways. An institution insured by FSLIC, for instance, 
might complain to the Division of Building, Savings and 
Loan Associations ("Division") regarding the practice, or 
commence a declaratory Judgment action to interpret MSSIC's 
Charter, in the State courts. 

If any such proceeding was commenced, MSSIC, as 
noted before, could initially defend its position by pointing 
to the plain meaning of the words "each separate share ac- 
count" in its Charter. Other points which MSSIC could use 
in favor of its being able to take such action are (1) the 
absence of any single standard definition of an "account", 
which applies to all state and federal banks and/or savings 
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Mr. Harry B. Wolf, jr 

August 17, -1976 
Page Four 

associations and (?} 
published by FSLIC whirh ®05flexlty of the feder&l reculnti 
federal Ins^anoe coverage ^n for Purpo^fo?"0"8 

®*re®s the fact that it was FSLTP?^^latter point, you could 
to adopt such a s<*i- decision — not 

automatically ?o"e "8«latlSns, and thff^ - 

VJSJS sfasyS?«£ffl*Jassra. 

ference to member's rlcordl LZ 1f an account". Re- 
rfe would further strefs?PrOVide such a means, 
indicate a general Intent tr, t your Charter does 
parity between those assoeian e some kln<1 of competitive 

associations insured by^ fIIic ?<• 2?S?ed by 'MSSIC and ^ose 

bv^h."^1?3 By-Laws was perceived ?ffC'8 re<:ent "Won in 
were to fv or a court, or if Mssir ®OInPetltlve maneuver were to encourage a Drolif^o^-^ MSSIC members, for instano® 
pose of providing additional 0 accountfi for the pur- • ' 

associa^ons! 

siisr^t^- sss.^^"^ 
be interpreted by MSSIC in a seParate share account" must 

» ss pot^-K^ 
we suggest that you defend vriii r the tiine being, however 

consistent with 

Very truly yours, 

VENABLE, BAETJER AHD HOWARD 

JTS:prb 
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MEMORANDUM TO MR. MCCARTHY 

MSSIC Actlon33lVe Bulldln8 4 Loan Association 

I• Facts 

HSSIC desires to take action against>lr3t Prosres- 

Slve Building , Loan »8.oclatlo„ „ ,ulcHy ^ ^ 

order to either terminate Insurance or to take so„e other 

ectlon l„ order to Improve the »a„ase„e„t of First Progres- 

sive. BSSIC'S by-laws provide for a procedure .hereby MSSIC 

issues a temporary ....... oraer 

organization to take certain action, which MSSIC believe. Is 

necessary In order to avoid prejudice against the Interests of 

«»:c. MSSIC issued such an order, and pursuant to Its by-laws 

t held a hearing whereby First Progressive was able to address' 

""If to the cease and desist order. We have a transcript of 

that hearing at which an attorney for Plrst Progressive appeared 

» specifically addressed th. criticisms of MSSIC contained 1„ 

• Ltter to the Chairman of the Board and President of Plrst 

Progressive. The hearing was heid 28, 197a. 

Since that time the Division of Building H*a„ Asso- 

« - ons of the state of Maryland, an agency of the State of 

Maryland .hl0„ re8ulat„ ^ ^ associations 

Issued a report on First Progressive as of fh* , 
e»sive as of the close of business 

on February w,. ^ ^ ^ ^ ^ ^ ^ 

examination which took piace from,April 3. 1978 to August t 

1978. The report Is highly critical of the management of Plrst 

progressive Savings . Loan Assoolatlon.and th. examiners con- 

clude and recommend that First Progress,,. S.„ng, , Loan 

Association should not be permitted to operate as a savings 

and loan association. 
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this sub-heading. Section 161 NN(a) provides that the pur- 

poses of the Corporation are to promote the elasticity and 

flexibility of the resources of member associations, to es- 

tablish a central reserve fund, and to insure the free-share 

accounts of such associations. Thus, the purposes of the 

Corporation are intimately tied to the financial status of 

its members, and the Corporation is charged with the power 

to take actions to promote elasticity and flexibility of the 

resources of member associations and therefore to enact rules 

and regulations governing the operation of member organizations 

so as to achieve that purpose. 

Third, Section 161 SS explicity provides that the 

Board of Directors has the power to enact by-laws, rules and 

regulations, and that the by-laws, rules and regulations will 

become effective unless the supervisor denies approval. Fur- 

thermore, Section 161 SS provides that the supervisor may only 

deny approval if he has reason to believe that the principles 

and purposes of this sub-heading will be subverted thereby or 

if the best interest of the public will not be promoted thereby. 

This standard of review is limited. The regulations regarding 

cease and desist orders are clearly Intended to benefit the 

public interest by preventing the public from dealing with 

building and loan associations which do not have adequate finan- 

cial resources or management. Furthermore, the regulations 

clearly do not subvert the intent of the enacting legislation 

in that the regulations clearly attempt tro enhance and insure 

the flexibility and financial soundness of member organizations 

as is authorized under Section 161 NN and 161 pp. 
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Fourth, Maryland case law indicates that an agency 

or government which are given the power to issue regulations 

and rules has the power to issue regulations which are rea- 

sonable and consistent with the letter and policy of the 

statutes under which it acts. Comptroller v. m. e. Ro^M11| 

Inc^, 205 Md. 226, 107 A.2d 93 (1951); Board of Cc.ntv p™. 

rolssloners for Prince Oeorpje's County v. Mllsteart. 265 A.2d 

879 (1970). In the case of a remedial statute, a rule of 

liberal construction is used in determining the authority of 

the a8enCy' Plv"er v- Comml ssloner 0r of Ba1t1mnT,0 
207 Md. 184 (1951|). In the pre3ent ca3e> th# ^ 

MSSIC legislation was in response to scandals concerning fail- 

ures and frauds perpetrated by owners and managers of building 

and loan associations. Therefore, it can be argued that the 

statute is remedial and should be liberally construed. 

B. Does the fact that the rules and regulations of 

MSSIC were promulgated in 1961 when membership in MSSIC was 

voluntary and that since that date Section 150 A now requires 

membership m MSSIC or lh the Federal Savings and Loan Insurance 

Corporation as a condition of doing business as a building and 

loan association, affect thd power of MSSIC to regulate savings 

and loan associations and to expel members? 

While the enactment of Section 150A weakens the argu- 

ment that member organizations have voluntarily agreed to abide 

by the rules and regulations of MSSIC, the law strengthens the 

argument that mssic has th. power to reflate savings and loan 

associations and expel members. By enacting Section 150A, the 

legislature clearly indicated that wvings and loan associations 

must meet the requirements for membership in MSSIC and In FSLIC 
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(Federal Savings and Loan Insurance Corporation) as pro- 

vided in the rules and regulations of both those corpora- 

tions. Furthermore, in enacting Section 161 in 197.T, the 

legislature provided that MSSIC would supervise the liqui- 

dation, merger, consolidation or reorganization of any 

building and loan association insured by MSSIC. Section 161 

clearly indicates that MSSIC is to be a primary regulatory 

authority with respect to the management and financial capa- 

bility of building and loan associations and to the supervision of 

the orderly resolution of any problem building and loan asso- 

ciation. Thus, the fact that membership is no longer voluntary 

does not affect MSSIC's role as a regulator or supervisor of 

building and loan associations, and in fact, the legislature 

has broadened that rule of MSSIC with respect to ailing building 

and loan associations. 

Moreover, the FSLIC regulations, analogous to that cur- 

rently provided in MSSIC1s regulations, provide for termination 

of membership. FSLIC rule 563.17 provides that members should 

have safe and sound management and financial policies which are 

safe and sound. FSLIC regulation 565-2 provides for a procedure 

for termination based upon the unsafe or unsound condition or 

manner of conducting business of a member institution and re- 

quires that notice be given to the affected member of the un- 

safe and unsound conditions,and that the member have 120 days 

to correct the conditions. The procedure does permit FSLIC to 

shorten this period to as short as 20 days. The regulation pro- 

vides for a hearing on 30 days' notice and does permit termina- 

tion of insurance. These regulations are similar to the regu- 

lations which were in effect at the time the enactment of legis- 

lation by General Assembly requiring such insurance and clearly 

support the argument that MSSIC has similar powers. 
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C. How can MSSIC proceed in t.he present case in 

the most expeditious manner? 

1. Can MSSIC now go ahead and make the tem- 

porary order of May 25 permanent, since in their judgment Pro- 

gressive has not properly responded to MSSICs letter of May 

25th? 

Under MSSIC's by-laws, section 3-222(3), the order 

of May 25, 1978 can be made permanent. Under Section 3-222(c) 

if a member is found by the Board of Directors or the Executive 

Committee of the Corporation to continue to violate the pro- 

visions of a temporary or permanent cease and desist order that 

has become final (action has not been taken to stay, modify, 

terminate or set aside the order pursuant to section 3-222(b) 

(5)), then the Corporation can appoint a supervisor in charge 

of the member and can make various orders conerning removal 

from office, prohibition from and/or limitation and participa- 

tion m the conduct of the affairs of the member of certain 

directors, officers or other persons. While the Corporation 

may proceed in this manner, I have reviewed the transcript of 

the hearing held with respect to the May 25, 1978 order, and 

It is my opinion that the May 25 letter and the transcript 

would not present a strong' case for review should an appeal 

of the MSSIC's decision be taken to a court (see the discussion 

in subsection D hereof). 

First, the letter contained a list of specific pro- 

blems which were specifically addressed at the hearing. Most 

of these problems were addressed at the hearing in a satisfactory 

manner. However, there are certain items which may provide a 

basis for acting in the above manner. Item 10 of the May 25 

letter states that mortgage loans in the amount of $2,200,000 

were at least one month delinquent as of December 31, 1977. 
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While this statement Is not In the form of an order to 

cease and desist from doing anything, apparently First 

Progressive has not found any difficulty interpreting the 

meaning of this order. On pages 9 through 15 of the trans- 

cript of the hearing, counsel for First Progressive embarks 

on a long discussion with respect to this particular item. 

It appears that First Progressive claims that the definition 

of delinquency used by MSSIC was Improper and responded 

stating that only $250,8lJ7.17 were delinquent by 90 days or 

more. Mr. Aaron, the president of First Progressive, also 

explained that specific loans were to be paid off or fore- 

closure was to be commenced in the near future with respect 

to these delinquent loans. If MSSIC can Justify their defi- 

nition of delinquency, then this might be one point which was 

not satisfactorily answered in the hearing. 

First Progressive did admit that item 15 of the May 

25 letter with respect to Monumental Cities Service Corpora- 

tion was in fact correct and that they were attempting to 

remedy the situation. 

While items 9 and 13 relating to the activities of 

Jeffrey Levitt, a lawyer for and a director of the association, 

were responded to at the hearing.and by Mr. Levitt in a letter, 

the Division's report indicates that there are other activities 

of Jeffrey Levitt which might also fall within the confines of 

Section 13. 

Finally, it should be noted thit at the hearing First 

Progressive repreaented that it was taking no more mortgage 

commitments. This indicates that First Progressive is no longer 

conducting an active business as a building and loan association. 
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The principal problem with the May 25, 1978 letter 

is that there are several items which are vague and which are 

probably not adequately corrected as of this date. In par- 

ticular, item 5 states that miscellaneous records are not 

adequately maintained and item 17 refers to any other unsafe 

and unsound practices. Unless MSSIC can justify action on 

the above grounds^it would seem advisable to start this pro- 

cedure or an alternative procedure over again so as to build 

a better record for the expulsion of First Progressive. 

2. Can MSSIC use the Division of Building, 

Savings and Loan Association's report as the basis for making 

a permanent order? 

The report would appear to be proper evidence to be 

considered by MSSIC in Issuing a cease and desist order. Sec- 

tion 3-222 does state that if in the opinion of 25* of the 

Board of Directors of the corporation, any insured member is 

engaged in or is about to engage in an unsafe or unsound 

practice such an order would issue. If the Board of the cor- 

poration makes the temporary order pernanent on the basis of 

this report, it is my opinion that First Progressive might 

be able to overturn the Board's action on the basis that the 

Board did not give First Progressive a due process hearing 

in order to rebut the findings of the report. However, if 

the Board issues a cease and desist order or give notice for 

the termination of insurance based on this report and holds a 

hearing with respect to either of those actions pursuant to 

Its by-laws, then the report would legitimately be a basis for 

the issuance of an order and could be used to improve the record 

Justifying such an order. 
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3. 'What Is the most expeditious manner to 

move against First Progressive? 

There are two ways, other than Issue a permanent 

order, to move against First Progressive. The most expedi- 

tious way would be to Issue a temporary cease and desist order 

and a report to and pursuant to section 3-222 of the by-laws. 

A hearing could then be fixed for a date set by the MSSIC 

board. There are no requirements that the date be at least 

10 days later than service, but due process may require that 

First Progressive have some time to prepare a response to the 

charges. 

The second method of action would be to give notice 

pursuant to section 3-601 of the hy-la.s that the Corporation 

intends to expel First Progressive and the grounds for such 

expulsion. The Board has to furnish First Progressive with a 

statement outlining the practices or violations complained of 

and must give 30 days for time to correct such violations. If 

the violations are not corrected within 30 days, the Board of 

Directors must give 30 days'written notice of Its Intention to 

terminate First Progressive as a member of the Corporation and 

a time and place of a hearing on that action. It appears from 

the regulations that the 30 days applies only to the effective 

date of termination, and that a hearing may be held at an 

earlier date. 

It is my opinion that the MSSIC should consider action 

under both sections so as to terminate insurance and act under 

the cease and desist section to change the management and con- 

trol of the building and loan association while termination pro- 

ceedings are pending. 
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>*. Can MSSIC appoint a conservator pursuant 

to its cease and desist order provision? 

I have some question as to the ability of MSSIC 

to appoint a supervisor in charge of the member of the Cor- 

poration pursuant to 3-622(c)(b), although I believe that 

such power can be Justified by the statute as explained in 

paragraph (A) above. However, Section 161 K provides for. the 

appointment of a conservator by the Board of Building, Savings 

and Loan Associations in the event that the Board of Building, 

Savings and Loan Associations finds that such an association 

is conducting an unsafe or unsound operation. Such action was 

recommended by the examiners to the Division of Building, Sav- 

ing and Loan Associations. Section 161 K provides for applica- 

tion to be made to a court of equity it would appear that 

161 K might provide the sole procedural method for 

having an receiver appointed over a savings and loan. Section 

161 provides that MSSIC shall be the receiver so that MSSIC will 

supervise the member association if this course of action is 

taken. Thus, there la some risk that the action taken by MSSIC 

under its cease and desist order section imposing a supervisor- 

in-charge of First Progressive" may be contrary to the provisions 

of existing law. The Court of Appeals has consistently held 

that actions contrary or in any way in opposition to law are 

not within the power of a state agency. Thus, I would recommend 

that First Progressive be expelled from MSSIC as expeditiously 

as possible and that until such time, MSSIC should act pursuant 

to its cease and desist order mechanism to attempt to get man- 

agement changes made and, if necessary, impose management changes 

on First Progressive. Since interference with management will 
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be for a limited time, the potential liability of this 

course of action will be quite limited. 

5. Additional authority concerning MSSICs 

authority. 

Section 161 LL-3 provld83 for the repeal of many 

of the regulatory 8ection3 effective 1982, Including section 

K. concerns the Boar(1 of s.vlnBS Loan 

Commissioners ana th. Division Building, Savi„es a„d Loin 

Associations so as to enhance MSSICs role In the regulation 

of Building, Savings and Loan Associations. Thus, MSSIC Is 

•n Integral part or th. State's reguiatlon of savings ana loan 

associations. 

Since MSSIC is not a ^ a state agency, are general 
administrative law concepts applicable to it? 

There is no real definition of what is a state agency 

for administrative law purposes. Section 2HU of Article Hi of 

the Annotated Code of Maryland define, = ryiand defines an agency to mean "any 
•ft. board, commission, department or officer authorized by 

la» to make rules or to adjudicate contested cases, except 

those In the legislative or Judicial branch and except...-. 

«SSIC is not expressly excluded from th, definition of state 

agency and is authorized by law to make rules, mile KSStc 

Is not authorized by state la» to hear "contested cases", i.e. 

"proceeding, b,for. an agency In which the legal rights,'duties 

or privileges of specinc parties are reared by law or con- 

stitutional rights to be dtermlned after an agency hearing", 

MSSIC cease and d.sl.t and expulsion proceedings may wen fan 

into the definition of contested cases anH a 
cases and due process probably 

requires a hearing before final art-inn u iinai action. However, the MSSIC 
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enabling legislation sets forth the procedure for enacting 

rules and regulations which is contrary to the procedures 

set forth in section 245 of the administrative procedure act 

contained In Article '(I of the Maryland Annotated Code. In 

addition MSSIC is not a "state" agency since its members are 

clearly not governmental units. Thus, Section 255 of the ad- 

ministrative procedure act, which provides for a right of 

Judicial review of actions of state agencies and sets the 

standards for review (e.g. action is in violation of con- 

stitutional provisions, in excess of statutory authority or 

Jurisdiction, made upon unlawful procedure, affected by other 

error of law, unsupported by competent, material and substan- 

tial evidence in view of the entire record as submitted, 

against the weight of competent, material and substantial 

evidence in view of the entire record, and including de novo 

evidence taken on appeal and is not supported by the entire 

record, or action is arbitrary or capricious) and gives the 

court a broad scope of review of agency decisions is not 

directly applicable to MSSIC. While MSSIC is not a state 

agency, it is a state-chartered regulatory agency of which 

three members of the Board are appointed by the Governor. 

Thus, MSSIC should still try to establish a favorable record 

for appeal in the event First Progressive resorts to court action. 

The record is Important since in Criminal Injuries 

Compensation Board v. Qould. 331 A.2d 55, 273 Md. i»86 (1975), 

the Court of Appeals of Maryland considered an appeal from an 

action taken by the Criminal Injuries Compensation Board which 

the Court of Appeals held was not a state agency subject to the 

administrative procedure act. The enabling legislation speci- 

fically excluded the right of appeal beyond that specifically 
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set forth in the statute. However, the court held that 

despite the express intention of the statute, the legis- 

lature could not divest the court of the inherent power 

the courts possess to review and correct actions by an 

administrator or agency which are arbitrary. Illegal, ca- 

pricious or unreasonable. The court would have the power 

to reverse a decision which is not supported by the facts, 

reverse any action'which is not within the scope of dele- 

gated authority or which is arbitrary, capricious or un- 

reasonable. Actions of MSSIC may well be subject to review 

by a court in accordance with the above law. 

ELW 
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MEMORANDUM TO MR. MCCARTHY 

Re: MSSIC-Plrat ProRreaalve Building and Loan A380MaM,^ 

Results of Purther Reeearch 

I have not found any case authority which either 

directly or Implledly holds that a regulatory agency is granted 

by implication the power to take sanctions against the Institu- 

tions or individual, which it regulates. The enabling statutes 

for the PDIC and the PSLIC provide for the power to enforce the 

rules and regulations of those coVporations and further provide 

for a procedure whereby the corporation, can issue a cease and 

desist order. Apparently, the MSSIC regulations are modeled 

under the statutory,language and regulations issued by PSLIC 

regarding cease and de.lst orders, MSSIC would have to rely 

upon its general power to make rules and regulations and to 

Provide the terms for insuring member organUatlons under its 

enabling statute, in order to Justify its taking action by way 

of a cease and desist order. MSSIC can rely on Section 161 PP 

regarding the membership of the corporation and explicitly re- 

quiring that the financial affairs and management of each mem- 

ber be approved and that membership in.the corporation is sub- 

ject to the rules and regulations of the corporation, to Justify 

the corporation's interest and authority in issuing the rules 

regulations regarding cease and desist orders. It is my 

Judgment that If the rules and regulations were challenged. 

MSSIC would have the better case as to "the rules regarding 

cease and desist orders and would surely prevail with regard 

to rules regarding termination of Insurance. 

I found no authority which held that MSSIC or a simi- 

lar institution is an agency of the state and subject to all 

administrative law concepts. There is some dictum in a case 

"A-A 
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dealing with the PSLIC which indicates that the legisla- 

tive body has tho discretion to regulate industries by 

the creation of such a corporation, and that such a cor- 

poration is in some senses an administrative agency. 

In the event that.MSSIC were to take action against 

First Progressive and First Progressive were not to comply 

with a cease and desist order,'the order, if enforceable, 

would have to be enforced In a proceeding seeking an in- 

junction against First Progressive. 

II• Recommendations 

In light of the uncertain statutory authority with 

regards to the Issuance of cease and desist orders, MSSIC should 

rely on the proceedings Instituted by the Division of Building, 

Savings and Loan Associations as a means of correcting the bad 

business practices of First Progressive,unless there Is some 

compelling reason to act otherwise. If MSSIC elects to Issue 

a cease and desist order, there can be no assurance that that 

order will be enforceable pursuant to Injunctive proceedings. 

The power to seek injunctions was given to the Board regulating 

savings and loan assoolatlons In a 1977 amendment to its enabling 

legislation which, nay Indicate that there was some doubt as to 

the Board's power to seek enforcement of Its rules. Thus, MSSIC 

may lack the power to enforce;Its cease and desist orders. 

If MSSIC believes that substantial harm can come to 

the Corporation as a result of the prese/it management of First 

Progressive (in light of the fact that any final order of the 

Division Is subject to Judicial review by a de novo hearing 

pursuant to Section 161 HCe) of Article 23 of the Annotated 

Code of Maryland) the Board should act either under Its cease 
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COPY 
VENABLE, BAETJER AND HOWARD 

October 23, 1978 

Mr. Harry B. Wolf, Jr. 

Executive Vice President 
Maryland Savings Share Insurance Corporation 
Baltimore Life Building 
901 North Howard Street 
Baltimore, Maryland 21201 

Dear Kr. Wolf: 

f requested our advice with respect to certain powers and procedures provided for in the By-laws and 
Rules and Regulations of Maryland Savings Share Insurance 
Corporation ("MSSIC") generally, and as^hey rlla^o 

Savinc^ a! ?f Jhe oPeratlons of First Progressive g and Loan Association ("First Progressive") a MSSIC 

cT»Zed ;85OC«latl2n- 0n May 25,^978, MSSIC isLed a Temporary 
2 o ? Deslst Order pursuant to--Section 3-222(B) of its Rules and Regulations directed to First Pix>£ressive, and on 28 

VilU "f Wa8 held by MSSIC 00 ^ Order at which time' 
of M^y 25freSS 6 responded to the matters raised in the Order 

_ Since the date of the hearing, on or about 
September 14, 1978, the Division of Building, Savings and Loan 

i?8S? aJ1Sn8 (the ,,Dlvlslonn) has issued a report STeSSiSStion of First Progressive as of February 28, 1978 Based on 

©xarajnation, the Division has issued to First Progressive 

for October 2??ei978?d a hearlng has been 8et on such O^der 

. _ ^ou ^irst inquire of us what action, if anv MIS*?Tr 

oeriiinp^? eJther to make its Temporary Cease and Desist Order 
Re«Sl2tionSr hL'c°Ininence °ther Proceedings under its Rules and 
Division? * UPOn rePort of examination issued by the 

111 B 3 
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Mr. Harry B. Wolf Jr. 
October 23, 1978 . COPY 
Page Two venable. baetjf.r and Howard 

After reviewing the transcript of the MSSIC hearing 
held on June 28, 1978, and the report of examination of the 
Division, and studying the Charter, By-laws, Rules and 
fiegulations of MSSIC, and meeting with you, at which meetings 
you indicated that your field representatives have recently 
advised you that a number of the unsafe or unsound practices 
of First Progressive cited by MSSIC and the Division have now 

been corrected, we are of the opinion that, in light of the pending 
hearing on October 21 to be held by the Division, MSSIC should 
take no further action at this time concerning First Progressive 
whether by cease and desist order or through a proceeding to 
expel First Progressive from membership in MSSIC. We base this 
advice first upon the practical grounds that the public interest 
is being protected by the proceeding presently pending before 
the Division, whose regulatory and inquiry powers are, in our 
Judgment, more clearly defined than those of MSSIC; and second 
because we do not feel that MSSIC's powers, especially with regard 
to cease and desist orders, are so clearly defined as to suggest 
that such powers be tested in the present case since the facts do 
not clearly establish serious continuing problems with the 
management and operations of First Progressive. 

Your second inquiry of us concerned whether or not MSSIC coes indeed have power to issue cease and desist orders. 
In our opinion, although the Charter of MSSIC is not clear on this 
matter, we believe that MSSIC does have such power in order that 
it may effectively exercise the responsibilities delegated to it 
by the General Assembly. We believe a close but proper reading 
of the i-lSSIC Charter would probably lead a court to conclude 
that hSSIC does have the cease and desist order power, if the 
court agrees with our conclusion that MSSIC, as insurer and 
maintainer of the Central Reserve Fund must, in order to 
effectively carry out the principles and purposes of its Charter 
be permitted and was intended to inquire into, and take action 
concerning, business and management practices of MSSIC's member 
associations. 

We recognize that under present Maryland law, a building 
savings and loan association, in order to stay in business, ' 
must either have its free share accounts insured by MSSIC or by 
the Federal Savings and Loan Insurance Corporation. We do not think 
however, that this,requirement negates MSSICs power to issue 
cease and desist orders in appropriate cases, especially since 
member associations, by their act of becoming a member of the 
MSSIC insured group, are specifically declared by statute to 
recognize that the By-laws, Rules and Regulations of MSSIC are 
applicable to all such members. In other words, if an entity 
elects to conduct a building, savings and loan business with accounts 
insured by MSSIC, it agrees to be bound by MSSICs Rules and ^ 
Regulations, one of which embraces the cease and desist power. 

We would reaffirm, as you already recognize, that in 
the exercise of the cease and desist power, MSSIC should proceed 

17b 



Mr. Harry B. Wolf,"Jr. COPY 
^ctober 23, 1978 venable. baetjer and howard 
Page Three' 

in a manner consistent with due process of law. includine: 

opportunity for a fair hearing by the association affectld 
and that any such proceeding should be conducted with the furt-hpn 
purpose to provide a full and complete record In the eJwt thlS 
appellate review of any final order Is sought. In our opinion 

Irl Sn?ent .P®rtlnen,t MSSIC and Regulations on thisObject 
fdesigned to comply with such concepts, but we do feel that 
the language of these pertinent rules could be revised^ 
for purposes of clarity and effectiveness of operlilln. 

Finally, you Inquired as to the power of MSSIC 

in MSSIC fl!mflerS ligbt of the statute requiring membership a condition of conducting business. In our opinion 
hile the matter is not entirely free from doubt, MSSIC has ' 

the power to expel members. MSSIC's Charter specificallv 
provides that any insured association's financial affairs 
solvency, management and directorship be approved prior to such 
association's being admitted as a member of MSSIC, and that ' 

of MSST" m^berS^?T^ SUb;,ect t0 the Rules ^d Regulations 
MSSTn'^n^' MSSIC's garter Implies that continued membership in WSSiC ^s not guaranteed upon admission, but is subject to 

continuing compliance with certain rules and regulations Paiinvo 
to comply would thus be grounds for expulsion! fSllowJSg'approirfate 

the M?<!Tr B0?PC'rtU51oy f0r hearlnS' as presently provided in the MSSIC Rules and Regulations. 

We will be pleased to discuss this letter with vou 
further at your convenience. J-etter witn you 

Sincerely yours, 

^2^000 

William J. McCarthy 

WJM:fs 

4185:46940 
:SS3o<t 
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STATE OF MARYLAND 

DIVISION OF BUILDING , SAVINGS 

and loan associations 

ONE SOUTH CALVERT STREET 
BALTIMORE, MARYLAND 21202 

report of examination 

OF 

Name of Association 

I,l6-lil8 No^-h Charles Street 
Street and Number 

- , 21201 Maryland   palt.-imore.  - - " Zip Code 
sule 

As of Close of Business 

yphruarv ?6. 1978 
Monlh, Day and Year   Month, Day and rear rable• 
™,i+ + pd because they vere not applicable. 

The following pages vere omitted becaus 
Pages: 11 

Tins examination and u e p q rth ^ [r v l an'd^ FO R' S OFFICIAL USE. 
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Saving* Accounu 
Insured by 

M.S.S.I.C. 

EXAMINATION AS OF 

February 26. 1978 

First Progressive Sayings and Loan Aesoclatlon, Inc. 

Current Policy 
or 

Certificate No. 

MX 

Aatociation 

Ijl6-Iil8 North Charles Street Baltimore, Maryland 21201 
Addresa 

(1)« 

(2). 

City 

Addreaa of Branchea 

 HOWE 

State Zip Code 

Free Share or Savings Accounta 

No . 1520 I 8,6l4l,2li2.26 

Morttut Loam 

No. 110 • 9,9141,756.01^ 

September 19, 19l!i Mutual December 31 
2nd Monday 
in January 

3-31 9-30 
6% 6-30 12-31 

Date Chartered Slock or Mutual Years End Annual Meeting Dividend Rate 
and Period 

OFFICERS AND DIRECTORS 

<>) 
City Officer Director 

Albert 0. Aaron . 3?08 N. Charles St. Baltlraore President (*) 
(2) Stevart J. Greenebaum Suite 20I4; 1301 Tork Rd. Baltimore 

13) Jeffrey A, Levitt lli^OS Woodland Dr. Baltimore 

Vice-President (x) 

Secretary (x) 

14l Benjaroln Lehman 

n, Susan J. Nauraan 

,ri Herbert Sandier 

(7, Kathan Vechsler 

3507 Beagle La. Randallstown Treasurer 

2 Clear Skya Ct. Baltimore 
Managing Officer 
Assistant Treasurer 

6605 Shelrick PI. Baltimore (x) 

SItOl Connecticut Ave. Chevy Chase (*) 

(8) 

<91 

(10) 

<111 

(12) 

<13) 

(Ml 

<151 

Name. 

Alan Pearlstein 370li Breton Way Baltimore (x) 

Thomas Steinhardt 2503 Farringdon Rd. Baltimore (*) 

Counael 

Jeffrey A. Levitt Glass, Friedman & Trivas 

Addt(,,,.1116 Worth Charles Street Address 222 St. Paul Street 

Baltimore, Maryland 21201 Baltimore, Maryland 21202 

Period of Examination 

From ll-3-78 To 6-ll-7 6 

Exn miner-In-Charge 

Charles J. Marshall 193-0 
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COMPARATIVE PERCENTAGE SUMMARY 
CURRENT EXAMINATION 

n.,. Tebruarv 28. 

PREVIOUS EXAMINATION 

10 76 n.L April I5i  19_Z6 

1. Toul AbbcIb 

2. Reaerve for B»d Debt* 

3. Undivided profit® and surplua 
4. First mortgage loans 

5. Ground rents owned 

6. Liquid Assets: 

(a) Cash 

(b) Investments (Securities) 

(c) M.S.S.l.C. deposit 

Total Liquid Assets 

7. Slow Assets: 

(s) Slow mortgage loans 

(b) Real estate Owned 

<c) Office Building & Improvements (net) 

(d) Leasehold Improvementa (net) 

(e) Furniture & Fixturea (net) 

(f )  

Total Slow Aasets 

8. Borrowed Money 

9. Opersting ratios: 

(a) Gross operating income 
(Item 9, Page i) 

(b) Total operating expenae 
(Item 25, Page 4 and Item 29, Page 5) 

(c) % Operating expense to gross 
operating income 

(d) Net operating income (llem V, Pa^e 5) 

(e) Dividends (page 6) 
If) Dividends to net operating income 
(g) Total aasets at end of fiscal year 

(h) 7« Operating expenae to total 
assets 

(i) Share liability at end of fiscsl 
year 

(j) % Net income to share liability 

(k) Reserve for Bad Debts 
(I) % Reserve for Bud Debts 

to Share Liability 
(m) Total Net Worth 

(n) % Total Net Worth 
to Share Liability 

Amount 

i in17n)l.9Ili.L9 

20li.775.00 

% to Total 
Assets 

» <.BIic?.2c)I.26 

t iJjO.108.00 1.9 % 

2^2.661.Qg 2.1 % % 112.1U9.21 

* <?.9Ll.756.0ii 92.9 % t *>.*>38.031.82 

i L8.26L.OO % » l48.28i4.OO 

» 138.973.96 1 (75.l66.g6) 

219.500.00 714.300.00 

1 356.L73.98 3.L ^ t (866.56) 

1 1.297.0149.36 12.1 % » 3814,600.19 

23.360.71 .2 %  It  
%   

% to Total Assets 

2.I4 % 

1.9 % 

91.7 % 

.6 y. 

6.6 % 

26 . 3149.75 

L9.090.63 

.3 % 13.125.00 .2 % 

% 

3.851.36 .1 % 

% 

t 1.395.870.65 13.1 % » Loi,576.57 
1 1.200,000.00 11.2 % t 500,000.00 

6.9 % 
6.5 % 

Year End.d December 31, 1977 Y.„ Ended December 31, 1976 
Amounts Rutios Amounts Ratios 

t 63L.960.19 

193.630.12 

» 6Ll.130.07 

55L,L63.57 

, 10,218,221.79 

23.2 

66.5 

1.9 

t 666,oL9.57 

, 182.793.16 

. L63.256.L1 

, 399,393.23 

, 8,gL2,088.63 

197,L75.00 

L50,336.05 

7.5 % 

2.3 % 

5.3 

t 6,279,522.12 

t 7,685,652.29 

^ 163,797.00 

t 322,798.63 

27.L % 

62.7 

2.2 

6.3 

2.1 

L.2 r. 
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STATEMENT OF CONDITION 

Name of ingiifntlnn First ProRreselve Savings and Loan Association 

as of  February 26  19,1®. 

Exhibit A 

ASSETS 

First mortgage loans: 
• . First morlgsge dircct reduction loans. 
b. First mortgage drop share loans_____ 
c. F.H.A. mortgnge loans  
d. G.I. mortgage loans  
e. First morlgsge slrsight loans. 
f. Participation loans  
g. Accrued interest receivable on firal mortgage loans  
h. Advances for taxes, inaurancc. etc., on firal mortgage loans. 
Subordinated Liens: 
a. Second Mortgages  
b. Accrued interest receivable on second mortgagea  
c. Advances for tsxes, insurance, etc., on second mortgages. 
Free Shsre Account Loans: 
a. Loans secured by accounts of this association  
b. Accrued interest receivable on free ahare account loans. 

Other loans: 
a. Loans on all other 
b. Unsecured loans  
c. Accrued interest receivable on other loans. 
Real Estate Sold on Conlracl: 
a. Real estate aold on contract.  
b. Accrued interest receivable on real estate aold on contract  
c. Advances for taxes, insurance, etc., on real eatate sold on conlracl. 
Real estate owned (exclusive of office bldg.) 
Ground Renls Owned    

12. 

13. 

U. 

15. 
16. 
17.. 
18. . 

Investments: 
a. Stock in Federal Home Loan Bank  
b. Federal Home Loan Bank Securiliea. 
c. U.S. Government obligations  
d. Other investment securities  
M.S.S.I.C. Deposit  
investment - Service Corporation. 
Caah 
a. Cash on hand   
b. Cash in banks  

d._ 

Office Building (if owned): 
a. Office building and improvement^ 
b. Less sllowaace for depreciation  
Leasehold Improvements: 
a. Leaaehold improvements    
b. Leas allowance for amortization 
Furniture, etc.: 
a. Furniture, fixtures and equipment. 
b. Less allowances for depreciation 
Deferred chargea  
Other assets (Schedule G, Page 14). 

t9,h0$,329.12 

337,656.HI 
160,551.60" 
16,216.51" 

69,753. Hi 

2,000.00 

314,767.75 
6,1(16.00 

62,1465.83 
13,395.00 

9,91(1,756.014 

69,753.114 

23,360.71 
146,2814.00 

219,?r>0.00 
T55725^l4 

138,973.98 

26,31(9.75 

149,090.63 
6,150.52 

16,1420 . 28 

TOTAL ASSETS  $^^0^70U^9^^U9 
193^8 
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STATEMENT OF CONDITION..(Continued) Exhibit A 

CAPITAL AND LIABILITIES 
20. Free accounts: 

• • Installment share dues credited. 
Deduct—Delinquent duea (if carriedL 
Sub-tola 1    
Add—Dividends (unless included in 20-a)- 
Net free installment shares   

Total Share Accounts:. 
21. Other Accounts: 

Christmas Clubs  
Vacation Clubs  

b. Savings shares and accounts (payments and dividends)   3,3^? i^|?, ^ 
c. Variable Dividend Certificates       li'697'889 ^ 
d. Single payment iharee (paymenlt and dividenda)  
a. Matured aharea (paymenla and dividendal_     
f. Hypothecated Share Accounta—Mortgage Loana   310T957 11 
g. Pledged Share Accounla-Fr« Share Account Loana  70 H. 
h. Income Shares.  

8.61il.2L2.26 

Totsl Other Accounts. 
22. Advsnces from Federal Home Loan Dank. 
23. Borrowed money: 

24. Mortgages on real estate owned . 
25. Intereat accrued on items 22 , 23 and 24  
26. Dividends declared, unpaid and uncrediled  
27. Taxes accrued and unpaid on real estate owned. 
28. Accounts payable    
29. Loans in process   

b. 

c. For income Taxes 
d 

33. Specific reserves: 
s. For uncollected interest . 
b. For subordinated liens  

b. Federal Insurance reserve (if insured), 
C. ( 
d. 

30. Advance payments: 
a. Advance payments by borrowers for taxes and insurance 

(if earned eeparately)     $ 202 ,U9$.67 

a. For unearned profit on real estste sold^ ^ 
b. For income collected in advance    10 , 505 . 00 

   9.0214.00 

34. Ce neral reserves: 
Reserve for bad debt®       j 20U,775.00 

40. 

a. From banks (Schedule 8, Page 14)    ^ 1,200,000 00 
b. Fromothera (Schedule 8, Page U) ' 1,200,000.00 

c'           202,1495.67 
31. Other liabilitiea (Schedule 7, Page Ml,   28 ^03 25 
32. Deferred credits to future operations: 

19,629.00 

2014,775.00 
35- Surplu"        252,861.05 
36. Undivided profits   
37. Reaerve for estimated dividend requirements.  
38. Current earn.ng, (if interim statement) 2__montha en,i,rl 2-28 iq78 191,285. 18 
39- Feductlon of Income T/E 12-31-77 (Not Booked) (36,076.92) 

TOTAL CAPITAL AND LIABILITIES $ 10,70l4,91l4.l49 

193^9 
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STATEMENT OF OPERATIONS 

NAME OF INSTlTtmON First Progressive Savings and Loan Assn. 

Exhibit B 

Current Period Year Year 
From 1-1-76  1-1-77 P..- 1-1-76 

To 2-26-76 To 12-31-77 ^ 12-31-76 

I. CROSS OPERATING INCOME; 
1. lnler«Bt 

a. On mortgage loan*—ordinary caah „ n__ n. - _ _ 
coiiectiona   t l66139l4»33  t t6>6&*27  % 576,220.61 

b. On mortgage loana—all other   
c. On loana on aharea, paaabooka and 

ccrtificalea   -0"   "0"   2 ,631,149 
d. On real catate •old on contract. 

and amortization only). 

7. Dividends: 
«. On atock in Federal Home Loan Bank 
b. Other dividends  

17. Stationery, printing and office supplies — 
18. Telegraph, telephone, postage L express 

21. Audit and auperviaory examination. 

i 
Other CKorgei 
(Can ied forward to page 5) 

a. On inveatmenta and bank depoaita, 36l» 6l • 1^ 
f. On property improvement loans             
g. On ground renta  173» 50 3 i j-39*50 3 >292»OCr" 

|0Q^4t * h. Olher  (3.00u.OS) 5.126,69 3o3.61j 
2. Discount on loana (current inatallment 

3. Appraiaal feea. legal feea and initial aerv- , 
ice char,e.__  61,596.00 22,297.00 23,gll.OO 

<• Other fee. .nd fine.  1.955.71 13.800.30 5.553.31 
5. Real estate operationa—Net income or 

(losa from R.E.O. Details on page 5)        
Subsldla 

6. Groaa income from 
SubsidiarY 
soorocoa*  -0-   =0=  1J9 «926.L0 

8. M isce I laneouB operating income   —Q^ 3h6»ll2   —Q- 
9. Gross operating income    % 2^7,11^.69 t 6314,960.19 » 666,01^.57 

II. LESS--OPERATING EXPENSE; 
10. Salaries, etc.: 

a. Compensation to directora, officera, _ ^ o ^ 
employees, etc.   I l5>^l6»QQ  $ 66^365«^0  | 60 , dj? 

b. Collection expense (agents, etc.)     
11. Legal aervicea—retainer, traveling ex- 0 •_ - _0^ _ 

penses and apecial aervicefi    > 9Q7 • llO   2^3QQ • 00   3 f&Oh* !?0 
12. Expense accounta of directora, officera 

and employeea l>9lll»06   $,256,08  7 t672,3ll 
13. Rent, light, heat, etc.   2 , 027 • 62   11, I|67 ,07   8 ,556, 91 
14. Office building expenses (if owned): 

a. Repairs, taxes and maintenance of 
office building including depreciation      

h Data Processing  932.62 2.60lj.62 • 3.0h9.l9 

15-  1,253.13 7,7714.61 5.377.00 
16. Advertising    1,1411.25 3.596.66 26.002.09 

1,275.97 9,1491.75 9,669.25 
718.77 5,6714.36 5.171.68 

19. Insurance and bond premiums    78.00 3,060.96 1,515.56 
20* Federal inaurance premium (if inKured) _ 

-0-  23,7914.51 17,063.00 

22. T.xe. (other than teal e.tate taxe.)   7,05L.h8   3,680.1/)   14,707.63 
23. Orgenization due.    ^ J565■ 53   1.197 .72 
24. Other operating cxpen.e   227.18 15,036.614   5.229.714 
« T , 1 i 35,0145.148 . 161,969.21 , 159,1470.96 Jo. Total operating expenae  ♦ 7   ♦ '   S ^ • y ^ 
III. Net Operofing Income Before Intereil ond n/'0 o-i oon 0p c*, zt 

Other Chorges   » ^1^,00^,^1  | 67^,990*90 $ 506,576.61 

193V0 
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STATEMENT OF OPERATIONS (Continued) Exhibit B (Continued) 

Gurre"! Penod Year Year 
From 1-1-76  From 1-1-77 Fro,. 1-1-76 

To 2-26-78  To 12-31-77 t. 12-31-76 

Net Operofing Income Before Interest ond 
Other Charges   i 212,069.21 $ 672,990.96 » 506,576.(1 
(Carried forward from page 4) 

IV. LESS-INTEREST CHARGES: 
26. On advances from Federal Home Loan 

Bank    
27. On borrowed money 9.81i0.11  28,965.5Il 23,322.20 
26. Int. on Esr.rcw Accounts  -o- 2,895.37 -o- 
29. Total Intereit   t 9|8l0.11 t 31,660.91 | 23,322.20 
V. Net Operofing Income   t 202,229.10 t 61<1,130.07 »l|83,256.lA 

VI. ADD-NON.OPE RATING INCOME: 
30. Dividends retained on withdrawals. 
31. Profit on sale of real ealate  
32. Profit on sale of investmenta  
33. Mortgage prepayment penalties. 
34. Other non-operating income 
35. Total non-operating income $ $ $ 

VII. Net Income After Interest and Before 
Charges   » 202,229.10 » 6^1,130.07 , 1483,256.141 

VIII. LESS-NON-OPERATING CHARGES 
(do not use lines herein lor items 
charged direct to reserves): 

36. Forecloeure co«t« and back taxea on real 
estate acquired (unless capitalized or 
charged to reserves). 

Mortpapes       37. Loss on sale ofXaXirtAJOwSX "O*" —O— y^ 
38. Loss on sale of investments^    
39. Other non-operating charges 
40. Total non-operating charges $ ~0—  j -O- $ 9h9,76 

IX. Net Income for Period  j 202,229.10 % 6141,130.07 * 1462.306.65 

REAL ESTATE OPERATION (Details) 

I. REAL ESTATE INCOME: 
1. Resl Estate Rents  
2. 
3. Total Real Estate Income    

II. LESS-REAL ESTATE OPERATING 
EXPENSES: 

4. Taxes  
5. Insurance     
6. Repairs and Maintenance. 
7. Commissions  
8. Depreciation  
9. Other Miscellaneous real estate expenses 

10.    
11. Total Real Estate Expenses __________ $ $ 
12. Net profit on Real Eatate Operations  I    | 
13. Net loss on Real Estate Operations  S    % 

(Note—Insert net income or loss in con- 
nection with real estate on page 4 a■ 
indicated.) 

184 
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DISTRIBUTION OF NET INCOME AND 
RECONCILEMENT OF UNDIVIDED PROFITS OR EARNED SURPLUS 

Currenl I'ctiod Year Yew 
From 1-1-76  Frora_ilirZI  F.n.. 1-1-76 

T° 2-26-76 To 12-31-77 m 12-31-76 

Dittribution of Net Income 
1. Nel incon* for period (Hera IX. Exh. D) 

Distribution 
2. Trantfer* to reserves: 

• . Federal insurance r»«grv> 
b. Reserve for bad debta   
C. Surplus. 

t 202,229.10 , 6141,130.07 i 182.306.65 

7,300.00 

d. Special MSSIC Reserve -0- 

3. Earmnn^ disuibuled on sav. capital: 
a. Dividends on savings  1400.00 
b. Int. on deposits, invest., cert. etc.  3 iSh3<92 

Res. for div. on Var. Div. Certa.. 
d. Dividends on Escrow-Dndlstrib. (300.00) 

4. Other 
■ • Federal income tan Und 1.St-Ti.t)Ud 
b. 

5. Total Distribution of Net Income. 

6. Nel Income After Distribution  
t 10.9i43.92 

-0- 

7. Net income Undistributed   
Reconcilement of Undivided Profits 

8. Balance—beginning of period  

s 191,265.16 

$ 107>236.0$ 

9. Nel Income Afier Distribution (line 6) 

10. Othocedditions: 

-0- 

Othocadd^lions: 
.. A/E 50 to properly ref. def. -0- 

Undlstrlb. loss Included In 
c. Above Inc. figure but not 

rel'Jected in undivided profits' 

11. Sublotsl, 

12. DeducLi/i, 

t 107,236.0$ 

'^WSSlC Reserve 
b Income taxes payable 

(1) not booked 

-O- 
-O- 

f.. 
C'. 

13. Toisl deductions- 

Balance ai end of period. , 107,236.0$ 

33,600.00 

-O- 

207,695.07 
3^6.566.50 

-0- 

» 566.063.57 

, 53,066.50 

13,376.63 

53,066.50 

1 11,630.00 
36.076.92 

t 1114.150.05 

(1) 6,9114.00 

, 6,9114.00 

t 107,236.05 

23,669.00 

36,1407.00 

157.626.92 
2I4I.56I4.31 

-0- 

(2.226.00) 

. 1459.261.23 

S 23.Ol45.l42 

112.14149.21 

23.Ol45.l42 

-0- 
-0- 

135.149^.63 

107,216.00 
114,900.00 

i 122.116.00 

$. 13,376.63 

14. Dividend or interesl rate for period 
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RECONCILEMENT OF RESERVES 
Exhibit D 

Current Period Year Year 
From From X—1~77 Froml",X—76 

2-2B-76 ~ T„ 12-31-77 T„12-31-76 

Reserve (or bod debts 

1. Balance at beginning of period    1197 jIl75«QQ  ♦ 163^797*00  > lltO^lOS.OO 

2. Additiona during period: 

<a) From net profit   I 2,900*00  I 331600.00  $ 2^1L63«00 

(b) To reflect def. tejc A/E SO -0-   76,00  -0- 

(c), 

(d). 

<b). 

(c) . 

<d)» 

<e) , 

(f) . 

(g). 

Reserve 
1. Balance ai beginning of penod_ 

2. Additiona during period . 

3. Totals of items 1 and 2. 

4. Deduction* during period: 

(a )  

(b )  

(c )  

3. Total additiona   ♦ 2,900.00   $ 33 »6? 6.00  % 2% ,00 

i. Totals of item* 1 and 3   >200^375*00 > 197 jll75«00  $ 1^5j591 *00 

5. Deductions during period: 

To reserve for MSSIC  $ -0-  » -0-  > 1,791.00 

6. Total deduclionB_^ ' ~0-  j —0 < 1>79^4*00 

7. Balance at end of period    1200,375*00  $ 197 »1475*00  $ 163 *797 .00 

5. Total deduction*  >  $  % Jf 3 3 ^ ^ 

Balance at end of period    ?  *    l_  

7 
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RECONCILEMENT OF RESERVES 

Cuncnt Period 
■r-,- 1-1-78 

2-26-76 

Year 
1-1-77 

Tn 12-31-77 

Exhibit D (Continued) 

Year 
From , 1-1-76  
^ 12-31-76 

Surplus 

1. Balance >1 bef inning of period- 

2. Addition* during period: 

<•) From net profil- 
(h)  
(c).  
  

(e)  
3. Total additiom_ 

4. ToiaU of ilems 1 and 3- 

5. Deducliona during period: 

<a)  

(b).  

ic)  

(d»-  

ie)  

(f)   

<f)  

6. ToUl deducliona_ 

7. Balance al end of period. 

Reserve For M«S«S»X*C« 
t 1145.62$.00 1. Balance al beginning of penod^  c-4  

2. Addiliona during period: 
Fran Post-1951 Undlv. Profits i -0- 

(b)From Pre-1951 Undivided Profits 

From Net Profit 

-0- 

(djFrora Reserve for Bad Debts 
3. Total Additiona 

4. Totals of itema 1 and 3. 

5. Deducliona during period: 

(aJ^  

(b )   

(c )  

(d )    

6. Total deductiona  

7. Balance al end of period . 

-0- 

t ih5.625.oo 

lii5.625.oo 

« Uj5.625.00 

-0- 
-0- 
-0- 

1145,625.00 

1145,625.00 

-0- 

77.177.00 

3O.Ot4l.OO 

36,613.00 

iSS: 
(Xj 
00 

1145,625.00 

t 1145.625.00 

is 3^ 
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Balance le«t examm«Uon . 

Acquired aince last eiiaminalion__ 

Additions lince laat examination. 

Total   

Sold aince laat examination. 

Charge ofTa aince laat examination  

*Balance (current examination date). 

REAL ESTATE OWNED AS OF- - February 28, 1978 
Schedule No. 2 

No. 

0 

Book Value 

-0- 

31.931.06 

21,578.12 

» 53.509.16 

30.128.1j7 

t 23,380.71 

Appraieed Value 

•Book Value . 

Salei Pnce . 

Profit or <Lom J . 

Year Ended 

Cross Income 

Less Expense. 

Net Income or (Loss) . 

. 19 

Total Taxes Due and Unpaid on R.E.O. a 

« This represents only a reflection of the 
general ledger balance. As noted In tho 
ccnraents, this account contains capitalized 
losses, repairs applicable to properties not 
even booked in this account and various other 
items. It cannot be cbsolutely determined what 
represents the above balance vithout an indepth 

taudlt of said records, vhich tine did not permit 

SUMMARY OF PROPERTIES WITH POOR INCOME AND/OR SALES PROSPECTS 

Parcels Book Value Net Incomc 

Large or Obsolete Homes. 

Combination Home and Business. 

Apartments.  

Business  

Farma . 

Unimproved. 

Total Above Classes. 

% of R. E. O.. 

Held more than fjve years _ 

Type 

Fire L Ext. Cov._ 

Contents  

Comprehensive-Class . 

Owners, Landlords and 
Tenants Liability  

INSURANCE COVERAGE - REAL ESTATE OWNED 
Carrier Exp. Date 

J 9 3 'J 
10 



Schedule No. 4 

OFFICE BUILDING 

Year Ended  

Asaet value before depreci«t»on; 

Land    — 

Building _ 

Total. 

Lcat: Allo^anca for depracialion . 

Book Value    

Attested vtlue: 

Land    

Building . 

Toli*l , 

Insurance carried: 

Type    

Cotl of occuptncy: 

 X Annual depreciatioo. 

Repairs, taxet and maintenance - 

Total coal    

Total income from other than attociation. 

Net occupancy coat.  

INSURANCE COVERAGE 

Type 

Fire & Ext. Cov..  

   

Carrier Exp. Dale 

2-28-79 Tlnyrfs of London  
Insurance Co. of N. -Amer. Contlnuoue 

Compreh.n.ive—Clas® - 

0»n«". Uandlord. "nd 
Tenant. Liability  

Auto Liability  
Medical Payments   
(.PrenrisesT 

Amount 

t £0,000.00 any one Mdg. 
-2uu,u0u.uu 

. Ii0.000.00 per, prop. 
 1,0UU.U0 addi. exp. 

T 10,000.00 Valuable pape 

t soo.ooo.oo/goo.ooo.oo 

t $00,000.00/500,000.00 

t 2?0.00/person 
  )/ac ■ 10,000.00/accldent 

12 
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Schedule No. 6 

OTHER ASSETS: (Item 16, Exhibit A) 

Appraieal Expense Collected $ 90.00 
Credit Report Expense Collected 20.01 
Due Frcm Jeffrey Levitt 1,186.1(3 
Exchange 3,723.814 
Entrance Fees Receivable 11,^00.00 

$16,120.28 

Schedule No. 7 

OTHER LIABILITIES: (Iicm 31, Exhibit A) 

Federal Incorae Tax Vithheld 
FICA Withheld 
Maryland Income Tax Withheld 
lifibility for Federal Incane Tax 
Ground Rent Deposit 
Accrued Expenses 
Note P^able Xerox 
Due to Annapolis Federal S/L 

$ 1,0914.80 
353.22 
3514.60 

13,199.00 
260.00 

14,269.914 
7,866.00 
1,105.69 

$28,503.25 

To Whom Owed 
Union Trust Co. 
Balto., Md. 

BORROWED MONEY: (Item 23, Exhibit A) 

COLLATERAL 
Amount Kate Due Date 

$1,200,000.00 Variable Variable 
Average 
8.5* 

Deicription 

Assigned 
Mortgages 

Schedule No. 8 

Unpaid Principal 

$1,301,238,714 

Schedule No. 9 

SUMMARY OF CERTIFICATES OF DEPOSIT, SAVINGS ACCOUNTS, OTHER SECURITIES, ETC. 

DtKnphon Amount Rate . Due Date 

14 
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EXAMINERS' COMMENTS 

First Progressive Savings and Loan Association 

lomment 1: Mortgage Loan Documentation Deficiencies 

An examination of the files of 122 mortgage loans granted during the period 

April 15. 1976 through February 28, 1978, revealed the following: 

A. Loan file Nos. 3958, 3961, 3973, 4001, 4018, 4023, 4031, 4046, 4053, 

4069, 4074 and 4090 did not contain the original Deed of Trust instru- 

ments as required by Regulation .29A(2)(f). 

B. Loan file Nos. 3959, 3961, 3963, 3964, 4004, 4063 and 4069 did not 

contain the original of the current Insurance policies as required 

by Regulation .230. 

The insurance policy In loan file Nos. 3956 and 3969.did not contain a 

mortgagee clause to protect the Interest of the association as required 

by Regulation .29A(2)(d). 

The insurance policy in loan file Nos. 3972, 4042 and 4049 did not 

contain sufficient coverage to protect the interest of the association 

as required by the above referenced regulation. 

Loan file No. 4001 did not contain acceptable evidence of insurance 

as required by Regulation .29A(2)(d). 

C. The applications contained in loan file Nos. 3956, 3983, 3996, 4005, 

4007, 4011, 4014, 4016, 4033, 4040, 4051, 4052, 4063, 4068, 4070 and 

4079 were not dated so as to indicate that the information furnished 

thereon was obtained prior to granting of the loans. 

The applications contained in loan file Nos. 3959, 3978, 4016, 4049, 

4054, 4062 and 4079 did not clearly state the purpose for which the 

loans were sought as required by Regulation .23A(2)(g). 

The applications in loan file Nos. 3958, 3962, 3963, 3982, 3984, 3988, 

4039 and 4055 were basically blank. Regulation .23A(2) specifies the 

minimum infonnation that every application must contain. 

Loan file Nos. 3973, 4003, 4004, 4042, 4043 and 4059 did not contain 

applications as required by Regulation .23A. 

Loan file Nos. 3979, 4049, 4061 and 4063 contained applications which 

were incomplete with respect to either the personal history and/or 

financial data on the applicants which is required by Regulation 

.23(A)(2)(b) & (c). 
•Jo ^ 

-15- 
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First Progressive Savings and Loan Association 

Loan file Nos. 3983 and 4013 contain applications which were obtained 

after the date that the loans were granted. 

D. Loan file Nos. 3961, 3970, 3971, 3972, 3978, 3979, 4013, 4039, 4041, 

4042, 4044, 4046, 4050, 4057, 4059, 4061, 4069, 4073 and 4079 did not 

contain appraisal reports as required by Regulation .236. The associa- 

tion is required to provide this Division with appraisals in support 

of each of these loans which are prepared by qualified Independent 

appraisers. 

A review of the appraisals for property pledged as security for 

loan Nos. 3954 and 4055 revealed that the appraisals were not obtained 

until after the date each loan was granted. 

Loan file No. 3958 contained an appraisal signed by two directors, 

however, the second signature was illegible. 

The appraisal for loan Nos. 3989 and 4053 did not contain an appraised 

value for properties located at 453 E. 28th Street and 6108 Danville 

Avenue, respectively, as required by Regulation .236. 

E. Loan file Nos. 3983 and 3984 did not contain a certification of title 

as required by Regulation .23C. 

The certification of title contained in loan file No. 3954 was not 

obtained by the settling attorney until 6/1/77. The loan was 

granted on November 3, 1976. 

The certifications of title contained in loan file Nos. 3956, 3959, 

3961, 3963, 3966, 3967, 3988, 3989 were not dated so as to reflect 

that the association was protected, through the date of settlement, 

against any prior liens as required by Regulation .23C. 

There was no evidence in loan file No. 3970 to indicate that the 

Title Policy was re-endorsed in favor of the association, upon 

repurchase of the loan from Westview Federal Savings and Loan 

Association. 

The Certification of Title for loan No. 3989 reflects that the securnd 

property located at 1102 N. Augusta Avenue -was In Fee Simple . A 

review of other documents in the same loan file revealed that the 

property was subject to a $90.00 Ground Rent payable in January and 

July of each year. '=" 
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First Progressive Savings and Loan Association 

Additionally, 1102 Augusta Avenue and 453 East Twenty-eighth Street 

were both pledged as security for this loan. However, the Title 

Certification did not reflect that the association was protected 

against liens on both properties as required by Regulation .23C. 

The Certification of Title In loan file Nos. 4041 and 4042 does not 

reflect that the association has a first lien on the properties 

pledged as security as required by Regulation .23C. 

F. A review of the loan files disclosed that Mr. Jeffrey A. Levitt, 

the association's attorney, charged the borrowers for title insurance 

on the loans listed below, however, no title Insurance policies were 

contained in the respective loan files: 

Loan Charged for Date Loans 
No. Title Ins. Granted 

3956 $ 40.00 11/ 1/76 

3959 65.00 11/ 9/76 

3962 25.00 11/15/76 

3963 12.75 11/17/76 

3964 412.75 11/16/76 

3966 36.25 11/15/76 

3967 35.00 11/16/76 

3968 67.50 11/17/76 

3971 38.75 11/18/76 

3972 115.00 12/ 3/76 

3973 138.00 12/ 6/76 

397.5 84.15 12/ 9/76 

3978 18.75 12/14/76 

3979 67.50 12/21/76 

3980 164.30 . 12/30/76 

3982 48.75 12/29/76 

3983 130.00 . 12/29/76 

3984 24.25 12/29/76 

3986 ' 100.00 1/13/77 

3987 ' 30.00 1/17/77 

-15b- 
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First Progressive Savings and Loan Association 

The association is directed to obtain appropriate title insurance 

policies from Mr. Levitt covering the loans listed above. 

G. Loan file Nos. 4013 and 4064 did not contain a memorandum of settlement 

as required by Regulation .29A(2)(c). 

The memorandunE of settlement In loan file Nos. 3955, 4015, 4034 

and 4049 were not signed by the borrowers as required by the above 

referenced regulation. 

H. Loan file Nos. 3964, 3907, 4046 and 4064 did not contain a receipted 

copy of the disclosure statements as required by Regulation .29A(2)(k). 

Loan file Nos. 3955, 3956, 3957, 3959 and 4059 did not contain a dated 

loan disclosure statement so as to Indicate that the statement was 

signed prior to the execution of the contract of indebtedness as 

required by Regulation .29A(2)(k). 

I. The examiners noted that the Loan Committee approval sheets for loan 

Nos. 3957, 3959, 3960, 3971, 3965, 3966, 3967, 3968, 3970, 3972, 3973, 

3975, 3977', 3978, 3979, 3980, 3982, 3983, 3985, 3986 and 3987 were 

not dated so as to indicate that these loans were reviewed by the 

Committee before they were granted. On several of the loans listed 

above, the examiners also noted that the Loan Committee approval 

sheets were only signed by two members of the Committee which does 

not constitute a majority. 

J. In addition to the documentation required by Regulation .29, accepted 

procedure dictates that other additional documents be obtained to 

further protect the interests of the association on construction loans. 

A review of the file for loan No. 4033 which was granted for construction 

purposes revealed the following: 

1. Loan file No. 4033 contains evidence which reflects that work 

had started and materials were delivered prior to recording of 

the the Deed of Trust. This evidence is contained in the Appraisal 

Report signed by two officers of the association. As stated in the 

appraisal, the borrower had "already paid for the land and approximately 

$80,000.00 of the construction costs". 
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First Progressive Savings and Loan AssoHaHnn 

2. There was no construction loan and trustee agreement contained 

in the loan file. 

fcr 3. The signed Inspection reports contained in the file were found 

to be lacking essential Information necessary to determine whether 

the association exercised adequate control and properly disbursed 

funds held in the loans in process account. 

4. There were no releases of mechanics liens available for review 

at the time of the examination. 

5. The borrowers engaged a contractor to construct the property as 

a residence. However, the file did not contain a current 

financial statement of the builder. 

6. The Title Certification was dated 8/1/77 and the Deed of Trust 

was recorded on 4/3/78, eight months later. The attorney for 

the association did not update the Title through the recording 

of the Deed of Trust. 

Comment 1.1: Maintenance of Subsidiary Mortgage Ledger Cards 

During the course of the examination, it was determined that many 

subsidiary ledger cards maintained for mortgage loans contained errors such 

as advance interest being charged, noncollection of late charges from certain 

individuals, noncollection of interest owed on payoffs from certain individuals, 

errors in interest computations, nonposting of journal entries to the 

subsidiary cards, and noncollection of substantial interim interest owed. In 

fact, these errors are so numerous so as to prohibit the examiners from listing 

all of them. Therefore, the listing that follows is only a partial representa- 

tion of the discrepancies, inconsistencies, and errors pervasive throughout 

the association. If the association so desires, its accountant may contact 

this Division to review Its workpapers on the accounts listed below. 

Loan No. 3962 

This loan was granted on November 16, 1976. The first payment on this 

loan, made on December 29, 1976, was Improperly posted and all payments thereafter 

have also been improperly posted. The examiners' calculations indicate that 

this borrower has been overcharged interest in the amount of $22.28 which should 

be refunded or credited to the principal amount of this loan. 

-15d- 
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First Progressive Savings and Loan Association 

Loan No. <039 

This loan was granted on September 9, 1977. The term of the loan was 

six months and it was due and payable on March 9, 1978. The-loan was still 

on the books as of June 15, 1978 and was contractually delinguent at that 

time. The examiners noted that late charges were not assessed against the 

account in accordance with the mortgage loan contract in Januaryi February, 

and March, for a total of $15. Additionally, the association has not collected 

the interim interest due from September 9, 1977 through October 1, 1977 on 

this account of approximately $73.26. 

Loan No. 3275 

This loan was granted on October 24, 1966. A review of. the escrow sub- 

sidiary for this account disclosed that on April 25, 1978 the association dis- 

bursed $307.18 for the payment of real estate taxes for the property located 

at 2204 Westwood Avenue. The association's mortgage loan is secured by the 

property located at 2206 Westwood Avenue. Fortunately, for the association, 

the mortgagors also own 2204 Westwood Avenue. Therefore, the association 

should be able to obtain a check for the amount paid out on April 25, 1978, 

which will enable the association to pay the taxes for 2206 Westwood Avenue. 

Loan No. 3910 

This loan was granted on September 7, 1976. The loan file contains a 

letter dated March 17, 1977 from Mr. Jeffrey A. Levitt, attorney for the 

association, to Miss Susan Naumann notifying her that if payments on this 

account were made by the 25th of the month that no late charge should be 

assessed. A review of the subsidiary ledger card indicates that this letter 

was prompted by the collection of late charges in the amount of $21.43 for the 

months of January and February, 1977 due to late payments. Starting in 

March of 1977, none of the payments were received in accordance with the 

agreement contained in Mr. Levitt's letter of March 17, 1977, as the March 

payment was posted on March 31, 1977, and all subsequent payments to 

date have not been in accordance with the agreement. Therefore, late charges 

in the amount of $321.45 are due through May 1, 1978. This type of arrange- 

ment was not noted on any other mortgage subsidiary card during the course 

of the examination. This account is also secured by an hypothecation from 

Mr. Stewart Greenbaum. ' ■ 

-15e- 
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First Porqressive Savings and Loan Association 

Loan No. 3940 

This loan was granted on October 20, 1976. A review of the subsidiary 

ledger card for this account reveals that the borrower has been in arrears 

from October 11, 1977 through the current examination date and was one month 

in arrears at that time. No late charges, however, have been assessed against 

this account. The examiners' calculation of the late charges due on this 

account is $138.81. The borrower on this loan Is Raymond Weinberg, who Is 

well known by the association's officers and personnel. 

Loan No. 3939 

This loan was granted on October 18, 1976. A review of the subsidiary 

ledger card for this loan disclosed that this account has been in arrears 

since December 16, 1977. No late charges have been assessed against this 

account. The examiners' calculation of late charges due on May 15, 1978 Is 

$319.62. The borrower on this loan Is Mr. Gilbert Sapperstein, who is well- 

known by the association's officers and personnel. 

A review of the mortgage loan escrow subsidiary for this account dis- 

closed that 1977/78 taxes were not paid until September 29, 1977 even though 

sufficient funds were in the account in July of 1977. Additionally, $3,192.10 

was disbursed to Mr. Sapperstein on September 15, 1977 as he supplied the 

association with an insurance policy covering the secured property. On 

Hay 15, 1978, the escrow account had a balance of $1,892.48. The monthly pay- 

ments to this iiccounts are $259.47. Based on last year's tax bill of $3,076.41 , 

this escrow account will not contain sufficient funds to pay real estate taxes 

until at least October of 1978, assuming no funds are paid to the borrower for 

insurance. 

Loan No. 4055 

This loan was granted on October 31, 1977. This loan was paid off on 

April 13, 1978; however, the examiners have discovered that the borrower is 

due a refund of $195.82 due to the improper posting of this account by the 

association. Please provide this Division with a copy of the refund check mailed 

to this borrower. 

Loan No. 4042 

This loan was granted on September 19, 1977. The examiners' review of the 

subsidiry card for this account disclosed that the payment made on November 30, 1977 

was improperly posted, thus resulting in an overcharge to the borrov/er of $17.54. 

19 mT 
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First Progressive Savings and Loan Association 

Loan No. 4030 

This loan was granted on July 1, 1977. A review of the subsidiary card 

for this account disclosed that a $6,000 error was made in posting the 

account on January 16, 1978. This error was corrected by journal entry 

No. 53 on May 31, 1978, some four months later. The interesting point is the 

fact that the trial tapes of the subsidiary mortgage loan cards which are 

run monthly by the association could not possibly have agreed with the con- 

trol account In the general ledger for the months of January, February, 

March, or April. As a matter of general Industry practice, each association 

proves out Its work on a daily basis, and this error would have been noted In 

most institutions on the day it was made. We recommend that the association 

immediately institute a similar procedure for proving balances daily. 

Loan No. 3811 

This loan was granted on May 23, 1976. The borrower on this account 

has made a practice of making double payments since the Inception of the loan. 

Instead of using the second payment to reduce the principal amount of the 

loan, however, the association has arbitrarily applied this payment to 

both principal and interest. Consequently, at the time of the examination, 

the borrower was several months ahead in his payments. By following this 

practice, however, the association has been charging the borrower interest 

in advance and the examiners have calculated an overcharge in interest in the 

amount of $207.97. 

Loan No. 4069 

This loan was modified on December 30, 1977. In reviewing the sub- 

sidiary loan card for this account, the examiners noted that the first inter- 

est calculation was based upon the wrong loan balance. This error caused" 

all subsequent interest calculations to be incorrect. The examiners have 

computed that the borrower was overcharged $20.28. 

Loan No. 3866 

This loan was granted on June 7, 1976. The subsidiary ledger card for 

this account indicates that the borrower's escrow account was charged $150 

for the institution of foreclosure proceedings on August 24, 1977 and again 

on April 10, 1978. These fees were paid to Jeffrey Levitt, the association's 

attorney. In both instances, the escrow account was overdrawn at the time 

these payments were made and, consequently, the association is paying Mr. 

Levitt for fees instead of requiring that he collect same from the mortgage^.g 

-15g- 
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First Progressive Savings and Loan Association 

Loan No. 4021 

This loan was granted on June 30, 1977. A review of the escrow account 

maintained in connection with this loan disclosed that 1977/78 real estate 

taxes were not paid until May 1, 1978. These taxes were due and payable 

on June 30, 1977. When questioned about the timing of this payment, 

management indicated that the borrower did not submit the tax bill. However, 

there was no evidence In file to Indicate that any requests for the tax bill 

were made by the association or that any review of this account had been made. 

As a result of the association's lack of Internal procedures to monitor the 

payment of tax bills, this borrower paid $27.51 In Interest penalties even 

though more than sufficient funds were in the escrow account to cover the 

payment of taxes. 

During the course of the examination, the examiners noted that the 

association has no internal procedures whatsoever to monitor the payment of 

real estate taxes. On April 25, 1978, the association paid in excess of 

$17,000 in late tax. bills on properties which had been advertised for sale 

in Baltimore City. Furthermore, this was not the only instance of multiple 

tax bills being paid by the association to avoid tax sales. The examiners 

found several 11 sts entitied "Tax Delinquents—per newspaper listings" with 

different dates. At the present time, this is the only control the association 

has over the payment of real estate taxes...I.e., review of advertisements for 

tax sales. 

Loan No. 3828 

This loan was granted by the association on April 13, 1976, at which 

time the association received a certification from Mr. Jeffrey A. Levitt, 

attorney for the association, which stated that taxes have been paid on-the 

property securing this loan. On May 9, 1977, the association disbursed 

$431.33 from the escrow account maintained in connection with this loan to 

cover 1975/76 taxes on one of the two properties securing the loan. 

Loan No. 3992 

This loan was granted on March 10, 1977. The association instituted 

foreclosure proceedings on this loan in March of 1978 and on March 20, 1978, 

the borrower paid off this indebtedness. The examiners' review of the associa- 

tion's calculation of interest due on this account through the payoff date 

disclosed that the association's calculation was erroneous and, as a result, 
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the association lost $96.50. In reviewing the subsidiary records supporting 

the escrow account maintained in connection with this loan, the examiners 

noted that Mr. Jeffrey A. Levitt charged this account for $100 on August 22, 

1977, which was not in accordance with the mortgage instrument creating this 

escrow account. 

Loan No. 3897 

This loan was granted on August 4, 1976. This 1s a second mortgage on 

the borrower's residence located at 15105 Prlcevllle Road. The' loan was 

granted with Interest at the rate of 105! per annum. In accordance with the 

Atttorney General's Opinion dated December 27, 1977, the Interest rate nmt 

be rolled back to the rate of 8% since the Inception of the loan. The 

excess interest charged to the borrower In this instance should be either re- 

funded or credited to the loan account. The amount to be credited or refunded 

has not been computed by the examiners but we estimate the amount to be 

returned will exceed $250. The association is directed to inform the Divi- 

sion as to the corrective action decided upon and also advise the dollar amount 

of the adjustments along with supporting computations. 

Loan No. 4059 

This loan was granted on November 18, 1977. This Is a second mortgage 

on the borrower's residence at 4332 Danlou Drive. The interest rate on this 

loan is 12% and is an apparent violation as mentioned in the above listed in- 

stance. As in the previous case, the association will have to adjust the 

interest rate on this loan and make the necessary adjustments to the bor- 

rower's account. The association is directed to advise the Division of the 

action taken to correct this situation and furnish all computations determin- 

ing the refund. 

Loan Nos. 3880 and 3822 

A review of the subsidiary mortgage loan records for loan Nos. 3822 and 

3880 from First Progressive and loan No. SC 949-76 from Monumental City Service 

Corporation revealed an apparent conflict of Interest. The mortgagor 1n all 

three cases is Mr. Elliott H. Kayne who is well known by the association's 

officers and personnel and the loans are on his residence located at 222 Wendover 

Road. The total principal sum advanced to this borrower on the subject property 

was $126,000 and the unpaid balance is $119,281.80 as of February 28, 1978. 

191''3 
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The delinquent and unpaid interest due on these loans as of April 30, 1978 

is $9,314.61. The last payment on these loans was in November of 1977 paying 

the interest through the month of July, 1977. To further compound the problem, 

the association has disbursed monies from the escrow account causing a deficit 

of $2,279.64 as of April 30, 1978. The total debt on these loans now exceeds 

the original cumulative amount by $4,876.05 and exceeds the appraised value 

as of February 21, 1978 of $130,000 by $876.05. The examiners have noted 

that the association is accruing interest on these loans on a monthly basis, 

and our calculations indicate that uncollected monthly Interest since 

November of 1977 totalling $5,338.06 should have been placed in a reserve 

for uncollected Interest account. 

Finally, it was noted by the examiners that a check in the amount of 

$981.00 posted on November 11, 1977 was returned from the bank on December 6, 

1977 for Insufficient funds. This check has never been replaced by the bor- 

rower thereby making the effective date of his last payment October 12, 1977. 

A further reivew of the general journal revealed that journal entry No. 184 

was prepared to reverse the posting to the subsidiary card, but that the $88.86 

debit to the expense account was never reversed on the subsidiary ledger 

card resulting in a true deficit as of April 30, 1978 of $2,368.50, further 

increasing the potential loss on Mr. Kayne's loan. 

Loan No. 3900 

This loan was granted on August 6, 1976. A review of the mortgage sub- 

sidiary card for this account disclosed that funds withheld at settlement by 

the association's attorney, Jeffrey Levitt, were not remitted to the associa- 

tion until September 21, 1976. The settlement sheets indicate that Mr. 

Levitt withheld $1,060 at settlement to pay the 1975/76 and the 1976/77 real 

estate taxes. In addition, $100 was withheld for the payment of insurance 

premiums. This property was sold at tax sale on August 18, 1976, just 12 

days after the loan was granted. The property was subsequently redeemed by 

the association on February 14, 1977. The attorney's certification issued 

to the association at the closing of this loan on August 6, 1976 indicates 

that all taxes were paid. 
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At the inception of this account, the borrower's escrow payment was 

set up at $42.64 per month, or $511.69 per annum. This amount is not suf- 

ficient to pay real estate taxes on this property, much less the insurance 

premiums. The payment record of this borrower has been erratic since the 

inception of the loan, and the amount of escrow payment was not adjusted 

until April of 1978. The 1977/78 real estate taxes were not paid by the asso- 

ciation until April 25, 1978, and the remaining amount in the escrow account 

is not sufficient to pay real estate taxes for 1978/79 which are due and 

payable at the present time. 

From the above, it is apparent that the association and its attorney 

have been negligent in the establishment and maintenance of this escrow ac- 

count, and as a result of this negligence, the borrower has Incurred substan- 

tial interest penalties. Consequently, we must require that the following 

refunds be made to the borrower: 

(1) Interest penalty imposed for nonpayment of taxes (attorney 

withheld monies for same) - $52.56. 

(2) Improper interest calculation on February 22, 1978 - $70.72. 

The examiners also noted that the borrower on this loan was charged $22.50 

for a title insurance policy; however, none was 1n file. 

Loan No. 3782 

On February 24, 1976, the association granted a first mortgage in the 

amount of $65,000 to John and Judity Merenda, which was secured by their 

residence located at 1007 Stepney Road. On May 5, 1976, the association 

granted a second mortgage in the amount of $21,500, which was secured by 

this same property. On November 12, 1976, Mr. Gilbert Sapperstein, who is 

well known by the association's officers and personnel, assumed both these 

mortgages in the amount of $86,068.13. On January 10, 1977, Mr. Sapperstein 

sold this same property to Arthur and Ruby Gaddis for $110,000 with the 

purchasers assuming the first and second mortgages owed.to First Progressive 

in the amount of $86,068.13. While Mr. Sapperstein held these mortgages 

between November 12, 1976 and January 10, 1977, he never made a payment to 

the association. The examiners' calculation of interest on this amount for 

this period disclosed that Mr. Sapperstein owes the association a total 

of $2,524.68. 

19.1" 
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Loan No. 3952 

This loan was granted on October 18, 1976. This is a second mortgage 

on the borrower's residence located at 7174 Forest Road. The interest rate 

on this loan is 10% and is an apparent violation as mentioned in the above listed 

Instances. As noted in the previous case, the association will have to adjust 

the interest rate on this loan and make the necessary adjustments to the 

borrower's account. In addition, we again find It necessary to require that 

the association advise this Division of the corrective action taken as well as 

all computations for determining the amount of the refund. 

Loan No. 4034 

This loan was granted on August 17, 1977. This loan-1s in the amount of 

$250,000 for a term of three years. The very first payment due October 1, 

1977 was 26 days late, and no late charge was collected. Since that time, the 

borrower has been late with six of the eight payments that were due through 

June 30, 1978. Late charges not collected total $416.60; only on two occa- 

sions were late charges collected. There Is a second mortgage on this prop- 

erty and that is loan No. 4062. 

The examiners have also noted that interim Interest due on this loan 

from the 17th to the 30th in the amount of $1,041.60 had not been collected 

as of the date of the examination. Additionally, It was determined through 

a conversation among the examiners, Mr. Barry Glass, the association's CPA, 

and Miss Susan Naumann, the manager of the association, that when borrowers 

have a substantial sum on deposit with the association. First Progressive does 

not bother to collect the interim interest. A subsequent conversation was 

held among the examiners and Mr. Levitt, the association's attorney, concern- 

ing the above policy and he stated that this policy was not in effect at First 

Progressive. 

Loan No. 4073 

This loan was granted for the purpose of refinancing the borrower's residence 

in the amount of $11,000.00 on January 18, 1978 at an interest rate of 10J. 

Prior to the granting of the loan, the association failed to obtain an appraisal 

of the property pledged as security for the loan so as to ascertain its condition 

and current fair market value. 
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A review of the loan file and subsidiary mortgage receivable card revealed 

that the loan was in default from the date of inception to March 29, 1978 

when two payments were made bringing the loan current to April 1, 1978. 

No late charges were assessed against the borrower until June 1, 1978. Interim 

interest was due from January 9, 1978 to January 13, 1978. The subsidiary 

loan card, reflects that no interim interest was collected from the borrower. 

This "ftas calculated by the examiner to be $36.63 ($11,000 x .10 x .0333). 

Coiment 1.2: Loan Modifications and Consolidations 

As noted elsewhere 1n these comments and prior reports of examination, 

this association has had a much bigger problem with delinquencies than 

other associations of comparable asset size. Instead of diligently working 

to bring delinquent accounts current, the association as a matter of general 

practice enters into loan consolidation and modification agreements with 

delinquent borrowers. The net effect of this practice is that unpaid and 

delinquent interest is taken into current Income and at the same time capitalized 

and added to the outstanding amount of the borrower's indebtedness. 

In fact, during the course of the examination, the examiners reported 

to management of the association that its delinquency ratio (loans 30 days 

or more past due) was approaching 50% of total mortgages and a whole-scale loan 

consolidation and modification program was undertaken by management. The 

examiners have reviewed all loans modified during the current examination period, 

as well as several loans which were modified and/or consolidated while the 

examination was in progress. The examiners findings are as follows: 

1. Between April 15, 1976 and February 28, 1978, the association 

modified an/or consolidated 24 different loans with original 

amounts totaling $515,350 into loans which have been assigned loan 

Nos. 3406, 3785, 3874, 3947, 3949, 3950, 3958, 4069 and 4091. 

The unpaid balance on seven of these nine loans now exceeds, the 

original amount of the indebtedness as specified in the instrument 

securing each respective loan. The amount by which these loans exceed 

the original indebtedness totals $3,766.19 ^nd this amount must be 

considered as unsecured loans to these borrowers. By consolidating 

and/or modifying these loans, the association has capitalized $5,507.50 

in delinquent and unpaid interest which was then taken into current 

income. 
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2. The instruments assigned loan Nos. 3785, 3862, 3874, 3947, 3949, 

3950 and 3958 contain the same future advance clause which states 

in part "it is stipulated that the maximum amount secured by the 

mortgage at execution, or which under any contingency may be 

secured thereby at any time In the future, shall be the principal 

amount hereof". 

As noted above, the examiners consi da-the amount which exceeds the 

principal amount of these debt Instruments to be unsecured. We note 

that Section 7-102 of the Real Property Article provides "No mortgage 

or deed of trust may be a lien or charge on any property for any 

principal sum of money In excess of the aggregate- sum appearing on 

the face of the mortgage or deed of trust and expressed to be secured 

by it, without regard to whether or when advanced".. The examiners' 

review also revealed that the association did not reguire any of the 

above borrowers to execute a promissory note for the amount by which 

the indebtedness exceeds the principal amount of the debt instruments. 

At the present time, the assoclatiorfs general ledger should 

reflect $3,766.19 in unsecured loans which violates the provisions 

of Article 23, Section 161Z of the Annotated Code of Maryland. 

Also noted by the examiners was the fact that no title updates 

had been ordered to determine whether or not any intervening 

liens had been placed against the properties in question. 

3. In reviewing the loan modifications and consolidations, the examiners 

also reviewed the subsidiary mortgage ledger cards maintained in 

support of each of these'accounts. The examiners' review disclosed 

that not one of these modifications and/or consolidations was 

properly handled. Although the comments which follow are repetitive 

of the comments earlier in this report which discuss the matter 

of subsidiary mortgage ledger cards, these comments do serve to 

illustrate the lack of expertise on the part of the association's 

personnel in handling these transactions. " 
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a. Loan No. 3947 was assumed by Irving and Dorothy James on 

May 26, 1977. As of February 28, 1978, the escrow account 

maintained in connection with this mortgage loan was overdrawn 

by $162.73. This .is due to the fact that the monthly escrow 

payment required from these borrowers is only $68.08 although 

the examiners have calculated that these borrowers should be 

making monthly escrow payments of at least $200 per month in 

order for insurance and taxes to be paid on a timely basis. 

Lastly, the examiners noted that in connection with this 

modification the association capitalized interest and added 

it to the principal amount of the indnbtedness. However, the 

borrower's monthly principal and interest payment was not 

adjusted and consequently this loan will not amortize within 

its term in violation of Regulation .30C(1). 

b. Loan No. 3874 to' Richard and Mary Plantholt was 3 months in 

arrears when It was modified by the association on September 

30, 1977. Since that date, the borrowers have made only two 

payments on time and have been paying a late charge of $16.89 

every month. In reviewing the escrow account maintained in 

connection with this mortgage loan the examiners noted that 

1977/78 real estate taxes were not paid until May 11, 1978 

and as a result the escrow account was overdrawn by $575.64. 

It is important to keep in mind that 1978/79 taxes were due and 

payable in July of 1978 and that the examiners estimate that 

sufficient funds would not be available in the escrow account 

. to pay these taxes for approximately 1^ years. 

Lastly, the examiners noted that in connection with this 

modification, the association capitalized.interest and added 

it to the principal amount of the indebtedness. However, the 

borrower's monthly principal and interest payment was not 

adjusted and consequently this loan will not amortize within 

its term in violation of Regulation .30C(1). 
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c. Loan No. 3950 was assumed by Helen and James Gray on May 19, 1977. 

This loan has been one month in arrears since December, 1977 and 

the new borrowers are paying $17.15 in late charges each month. 

In reviewing this assumption, the examiners calculated interest 

due on the date of the examination to be $960.29. The borrowers, 

however, were only charged $202.51 by the association thus 

resulting in a loss of $757.75 to the association. The examiners 

also noted problems with the escrow account maintained in 

connection with this loan. Specifically, 1977/78 real estate 

taxes In the amount of $892.11 were not paid until April 12, 1978 

thus overdrawing the account by the amount of $33.16. Again, 

real estate taxes are currently due and payable and sufficient 

funds to pay these taxes will not be on hand for quite some time 

as the borrowers' monthly escrow payments are only $59.86. 

Lastly, the examiners noted that in connection with this 

modification the association capitalized interest and added 

it to the principal amount of indebtedness. However, the 

borrowers monthly principal and interest payment was not 

adjusted and consequently, this loan will not amortize within 

its term in violation of Regulation .300(1). 

d. On March 23, 1978, loan Nos. 3785 and 3862 which were first 

and second mortgages in the amount of $35,400 and $4,800 

were consolidated into loan No. 3785. Since this consolidation, 

this loan has been continually delinquent and the borrowers 

have been paying $17'.05 in late charges. A review of the . 

association's handling of this transaction disclosed that 

the association incorrectly calculated interest due on the 

second mortgage at the time of consolidation. As a 

result the association lost $71.00 in interest which was 

due and payable. 

Lastly, the examiners noted that in connection with this 

modification the association capitalized interest and added 

it to the principal amount of the indebtedness. However, the 

borrower's monthly principal and interest payment was not 

adjusted and consequently this loan will not amortize within 

its term in violation of Regulation .30C(1). 
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e. Loan No. 3949 in the amount of $42,862.42 was assumed by 

Adrian and Venus McKay on April 29, 1977. Although the 

borrowers have not missed a payment since the assumption, 

the examiners noted that in connection with this modification 

the association capitalized interest and added it to the 

principal amount of the indebtedness. However, the borrower's 

monthly principal and interest payment was not adjusted and 

consequently this loan will not amortize within its term 

In violation of Regulation .30C(1). 

Also in connection with this assumption, the association's 

attorney, Mr. Jeffrey Levitt, granted a second-mortgage to the 

borrower In the amount of $2,000 to fund settlement costs. 

f. On December 30, 1977, the association entered into a loan 

modification and consolidation agreement with Gerald Lebowitz 

an individual who is well known by the association's officers 

and personnel which consolidated seven different mortgage 

instruments covering 13 properties into loan file No. 4069. 

The examiners review of the loan file documentation and subsi- 

diary cards supporting these accounts disclosed that the 

aggregate of the principal balances on these loans totaled 

$116,615.48 at December 30, 1977. Delinquent and unpaid 

interest totaled $8,378.97 and the escrow accounts were 

overdrawn in the amount of $184.89. Of the 13 properties 

offered as security for this loan, 3 of the properties 

(1212 E. Madison Street, 3536 Overview Road and 809 N. Woodington 

Avenue) have been condemned and taken over by the City of 

Baltimore. At the time this modification and consolidation 

agreement was entered into, the association failed to obtain 

any current appraisal of the properties offered as security 

for the loan, so as to provide updated information as 

required by Regulation .238(1) thru (4).- 

Originals of the current insurance policies required by 

Regulation .23D were not in file for two of the properties 

offered as security for the loans. 
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The new mortgage instrument created as of December 30, 1977 

had not been recorded as of May 18, 1978. Several checks 

were contained in the loan file which had been returned due 

to insufficient funds. In investigating this matter further, 

the examiners noted that the Board had approved the release 

of a hypothecation of the borrower on May 31, 1976 which was 

offered as additional security for one of the loans Involved 

in this consolidation. The examiners noted that the payments 

required under the hypothecation agreement had not been made 

at the time this hypothecation was released, 

g. On March 29, 1978, the association entered into a loan 

modification and consolidation agreement with Walter and 

Lilian Spence (Individuals who are well known by the association's 

officers and personnel) whereby 9 existing loans securing 20 

properties were consolidated into loan No. 4091 in the amount of 

$180,000. The total Indebtedness under the 9 existing loans 

was $168,737.15 which included $273.68 In late charges and 

$6,465.90 in delinquent and unpaid interest. The examiners 

recalculation of these figures, however, disclosed 

that the association did not Include $104 In Interim interest 

for loan No. 4050 in Its calculation. A further review of 

this transaction disclosed that all 9 of these loans were 

delinquent at the time this loan consolidation and modifica- 

tion agreement was entered into. Furthermore, the 

principal balanace of loan No. 4091 exceeds the aggregate 

of the principal balances of the original 9 mortgage loans by 

$19,300 ($180,000 minus $160,700). No title updates were obtained 

by the association to determine if any subsequent liens had been 

placed on the properties pledged as security for the new mortgage 

loan. 

Furthermore, the examiners noted that mortgage loan No. 4091 

in the amount of $180,000 had not been recorded as of the date 

of the current examination. No payments were made on this 

account until June 5, 1978 and that payment was not properly 

posted. Additionally, late charges in the amount of $236.97 

had accumulated by that time. On June 5, 1978, the expense 1 Q 
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account maintained by the association in connection with this 

mortgage loans was overdrawn in the amount of $1,748.59. How- 

ever, one of the properties securing this loan located at 3509 

West Garrison Avenue was sold and released from the mortgage. 

Instead of reducing the principal balance of the mortgage loan of 

$180,000, however, the association applied the proceeds of 

$7,625 to the borrowers escrow account thus erasing the 

deficit and leaving a balance of $5,076.41. 

On August 1, 1976, Mr. Lawrence Washington, an individual who Is 

well known by the officers and personnel of the association, 

assumed mortgage loan No. 3448 In the original amount of $14,000 

which was secured by four separate properties located in Baltimore 

City. From time to time in the past, Mr. Washington has taken 

distress property off the hands of the association so that losses 

on foreclosures will not occur. Since August 1, 1976, Mr. 

Washington made only two payments on loan No. 3448. Interest 

was brought current through the date of the examination as a 

result of a loan modification and consolidation whereby Mr. 

Washington's existing loans were consolidated into, one delinquent 

and unpaid interest capitalize<^ and then taken into income. 

On September 30, 1977, Mr. Washington sold the property located 

at 1228 W. Lanvale Street which was one of the four properties 

securing loan No. 3448 to Ester Mae Frierson at a purchase price 

of $6,900. At settlement Mrs. Frierson made a down payment of 

$1,000 and obtained a $5,000 mortgage on this property 

from First Progressive Savings and Loan. Consequently, Mrs. 

Frierson still owed the remaining $900 of the purchase price 

plus settlement costs. Mrs. Frierson, however, lacked the 

remaining necessary funds to settle and Mr. Washington agreed 

to take back a second mortgage which would cover these costs. 

As a result of a rather involved transaction, however, Mrs. 

Frierson has paid or become obligated for monies that total 

$9,614.50 which is broken down as follows: 
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Down Payment $1,000.00 

1st Mortgage to First 
Progressive 5,000.00 

2nd Mortgage to Lawrence 
Washington 3,614.50 

Total $9,614.50 

The memorandum of settlement reflects that Mrs. Frierson became 

obligated for this amount of money as follows: 

Purchase Price $6,900.00 

Less: Downpayment 1,000.00 

Adjustments 180.40 

Net Amount Due from 
Borrower $5,719.60 

Settlement Costs 1,087.65 

Total Amount Due from 
Borrower $6,807.25 

Less: 1st Mtge. First 
Progressive 5,000.00 

Balance $1,807.25 

x 2 

Second Mortgage $3,614.50 

In conversation with personnel of the association, the examiners 

discovered that the amount of Mrs. Frierson's second mortgage was 

arrived at in negotiations whereby she agreed to permit Mr. 

Washington to double the amount of the indebtedness in consideration 

for him paying these costs for her. First Progressive had 

complete knowledge of the circumstances surrounding this trans- 

action and proceeded with financing the first mortgage which made 

this arrangement possible. This is deplorable in and of itself; 

however, the association then proceeded to purchase this second 

mortgage from Mr. Lawrence Washington, as evidenced by an assign- 

ment on the back of the second mortgage. This second mortgage, 

however, is not reflected as an asset on the books of the 

association. No appraisal was ever prepared in connection with 

the granting of this loan or the purchase of the second mortgage 

by, the association. 
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A review of the subsidiary ledger card for loan No. 3448 revealed 

that the association released 1228 W. Lanvale Street for the sum 

of $1,295.67. At September 30, 1977, Mr. Washington was over 12 

months in arrears on loan No. 3448 and the interest due and payable 

to the association was approximately $1,002.45. In effect, the 

property located at 1228 W. Lanvale Street was released from 

mortgage loan No. 3448 for $293.22 ($1,295.67 - $1,002.45). It 

is improtant to remember, however, that Mr. Washington assigned 

to the association the second mortgage In the amount of $3,614.50 

on 1228 W. Lanvale Street. Although this mortgage is not reflected 

on the association's books arid records, it appears to be additional 

consideration paid by Mr. Washington to the association for the 

release of 1228 W. Lanvale Street from loan No. 3448. 

Comment 1.3: Additional Loan File Deficiencies 

In addition to the preceding comments, the following loan file documentation 

deficiencies were noted by the examiners on a loan by loan basis: 

Loan No. 3954 

Mr. Albert Aaron, President of the Association, personally granted a 

loan to Himelfarb's Inc. on October 31, 1973 for $60,000.00. To fund this 

loan, he borrowed money from Union Trust Company. On November 30, 1973, Harry 

and Eleanor Himelfarb executed a Guaranty and Indemnity Mortgage to Albert 

Aaron. This mortgage was then assigned to Union Trust on November 30, 1973. 

On November 3, 1976, the above mentioned mortgage and note from Himelfarbs, 

Inc to Mr. Aaron was assigned to First Progressive without recourse. The 

examiners noted the following with respect to this assignment. 

1. The mortgage instrument does not reflect a rate of interest or- 

term and does not provide for late charges. Currently, the 

association is charging 10% and is also collecting late charges 

on this loan. This violates the requirements of the Commercial 

Law Article, Section 12-103(a) and 12-105(b). 

2. On April 7, 1978, the examiners requested information concerning 

details of the assignment to determine if the loan was purchased 

at par or at a discount. Miss Naumann stated that she was not 

aware of any records and that Mr. Albert Aaron, President of the 

Association, had handled the purchase for the association. As 

noted above, Mr. Aaron was the mortgagee of record prior to this 
19415 

assignment. 
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3. The appraisal report in file does not meet the requirements of 

Regulation .238(1) and .236(4) and was not obtained prior to the 

purchase of the loan. 

4. The association failed to obtain any financial data on the 

borrower as required by Regulation .23A(2). 

5. A review of the documentation in file reflected that the 

loan was delinquent before the association purchased it. 

A review of the correspondence in the file revealed that 

the loan is constantly in arrears. 

Loan No. 3955 

A review of the settlement sheet reflected that the borrower still owes 

$94.71 which has not been collected. 

Loan No. 3957 

THe settlement sheet reflects a 1100.00 ch.rge to the borrower for , 

survey. Hon. »s t„ file. Please -ke appropriate refund to the borrower. 

The loan was granted November 2, 1976. 

The escrow money was not remitted by Jeffrey Levitt to the association 

until November 24, 1976. 

Loan No. 3958 

The ratio of the hypothecation to the appraised value and the purchase 

price of the property equals 52.2%. This is a violation of Regulation .30C(9) 

which states that the above ratios shall not exceed 20%. 

Correspondence in the file reflected that this loan was placed in fore- 

closure as of December 21, 1977. The last payment was made on October 25, 1977. 

Loan No. 3960 

The loan file contained no information or details on its participation 

with Annapolis Federal Savings and Loan Association. 

Loan No. 3962 

A review of this loan reflected that the last payment was made on November 

30, 1977. No paid tax bills were noted in file. 

Loan Ho. 3963 

A review of this loan reflects that the loan is'constantly in and out 

of foreclosure. 
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Loan No. 3964 

The examiners noted that the escrow account was charged $50.00 on January 

4, 1978 for foreclosure and $10.00 in February for judgment reports. These 

costs should properly be remitted and reported to the court auditor and resolved 

at foreclosure, instead of being disbursed out of the expense account. 

Loan No. 3965 

The borrower's escrow account was charged $50.00 on March 23, 1977 for 

foreclosure expenses. These expenses should be submitted to the court auditor 

and collected at foreclosure. 

Loan No. 3971 

The borrower was charged $180.00 for two appraisals, however, neither 

appraisal was in file. Please refund this amount to the borrower. 

Loan No. 3972 

There was no evidence in file that 1977-78 real estate taxes had been paid. 

Loan No. 3978 

The borrower was charged $150.00 entrance fee. A review of the documen- 

tation revealed that the loan is not a "commercial loan" according to the Commercia 

Law Article, Section 12-101(c). Accordingly, please make an appropriate refund to 

the borrower. 

This loan was granted December 14, 1976, the Deed of Trust was recorded 

February 23, 1977. 

Loan No. 3983 ' 

Mr. Albert Aaron, President of the Association, sold the property to the 

borrower. The appraiser used an income approach based on income and expenses 

supplied by Mr. Aaron. Please provide this Division with an independent appraisal 

on this property. 

Loan No. 3985 

The borrower was charged for two sets of settlement papers ($650.00 

per set) while only one loan was granted. Please make an appropriate refund 

to the borrower. 

Loan No. 3986 

Open 1976-1977 real estate taxes in the amount of $1,012.91 were deducted 

at settlement on January 13, 1977. The borrower received a Delinquent Tax Notice 

late in 1977 reflecting a total amount due of $1,114.20 which includes $101.29 
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in penalties. The settlement attorney should pay the 1976-1977 taxes, which 

remained unpaid as of May 12, 1978. A review of the attorney's file on May 

12, 1978 revealed that the borrower did not have sufficient cash at settlement 

to complete the transaction and that the funds necessary for completion have 

not been remitted. 

The attorney's title letter states that all taxes have been paid. All 

of the evidence In file Indicates that this is not the case. This account Is 

constantly in arrears. 

Interim interest of $188.87 was collected at settlement. Interest should 

not be collected in advance and should have been billed in the first payment or 

separately around that time. 

Loan No. 3987 

A review of the file reflects that this is a second mortgage on the 

borrower's residence, the prior mortgage is held by the association (loan 

file No. 3986). The mortgage states that the loan is for cotmercial purposes, 

however, there Is nothing In the file to support this. The examiners were 

Informed that the loan was made to pay income taxes. In addition, this loan 

was made within four days of the first mortgage. The rate of Interest on 

the second mortgage Is 123! and 5 points were collected at settlement together 

with interim interest of $85.00. The 1231 rate violates Attorney General's 

Opinion dated December 27, 1977. The 5 points violates Section 12-108 of the 

Commercial Law Article. Due to the close proximity of the two loan settlements, 

the second mortgage appears to be an outright attempt to circumvent the above 

statute. 

Accordingly, the association is required to reduce the rate on this 

second mortgage to 83! and to refund the 5 points plus any excess interest 

collected (The difference between 8% and 12%). 

Loan No. 4063 

Loan No. 4063 was released as a result of a pay-off on May 17, 1978. 

At the time of pay-off, the association collected $22.49 less than the amount 

owed by the borrower. 

-15x- 
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Loan No. <064 

This loan was originally granted by Rosa, Ltd. (which is owned by Mr. 

Jeffrey Levitt) on October 13, 1976 and secured by a mortgage note in the amount 

of $9,000.00. 

On January 12, 1977, the loan was assigned to Monumental City Service 

Corporation, a subsidiary of the association, by Rosa Ltd. On December 1, 1977 

the loan was purchased by the association from the Monumental City Service 

Corporation and recorded on the books in the amount of $8,199.41. This aniount 

was erroneous, and was later corrected by the association by adjusting Journal 

Entry 172. The effect of the adjusting entry was to capitalize interest for the 

period from November 13, 1977 to December 1, 1977, however, the association 

only took $96.17 into income Instead of $140.28 which was due at the time the 

entry was made. 

Loan No. 4079 

This loan was granted upon the security of property located in both 

Baltimore City and Harford County. At the time of review the mortgage documents 

had not been recorded in Baltimore City. 

Loan No. 4031 

A review of the file revealed that the trustee was paid $500.00 on 

May 26, 1978, as an attorney's fee for foreclosure. This $500.00 was deducted 

from the borrowers expense account along with an additional $10.00 for adver- 

tisement in the Jeffersonian. 

The subsidiary loan card reflects that the borrower brought the loan 

current and the foreclosure proceedings were then suspended. 

Loan No. 3892 

A review of loan file No. 3892 revealed that the borrower paid a total 

of $1,028.00 which was remitted to Jeffrey A. Levitt in $500.00 and $528.00 amounts 

on July 6, 1977 and February 7, 1978, respectively, as fees in connection with 

foreclosure proceedings. Both of these amounts were deducted from the Borrowers 

Expense Account, and paid to defray the cost of attorney's fees, commissions 

and expenses for sale of the property pledged as security for the loan. 

Further review reveals that no sale took place on or after either date, 

and that as of February 29, 1978, the loan was then current. 

-15y- 
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Cormient 1-4: Loan Participation with First Federal Savings and Loan 
of Brooklyn     

On May 7, 1974, Maryland Capital Service Corporation, a subsidiary of 

First Federal Savings and Loan of Brooklyn, Maryland, granted a loan to the 

Landco Limited Partnership in the amount of $270,000 with interest at 30^ 

due May 7, 1976. The loan was granted for the purpose of acquiring a parcel 

of land In Anne Arundel County containing approximately 102.79 acres. On 

May 7, 1976, the loan was extended by Maryland Capital Service Corporation to 

August 5. 1977, and then to September 5, 1977. The Interest rate on the 

loan was adjusted down to 103! and the unpaid balance was Increased to $355,000, 

which Included the original unpaid principal of $270,000, plus $85,000 in 

accrued and unpaid Interest. 

On December 29, 1977, Maryland Capital Service Corporation sent a letter 

to the borrowers advising them that foreclosure proceedings had been insti- 

tuted, but would be forestalled if all indebtedness In excess of $358,000 

was paid. On that same date, an extension agreement between Maryland Capital 

Service Corporation and the borrower was entered into extending the loan 

through December 1, 1978. This agreement was contingent upon First Progressive's 

purchasing a $258,000 interest in this loan, which represents 72.07% of thP 

total indebtedness. In return for purchasing this loan, the borrower paid 

First Progressive an entrance fee of $11,400. 

At the time this loan was purchased, Mr. Albert Aaron, the Association's 

President, requested that he be provided with an updated appraisal of the 

subject property. This appraisal, which is contained in loan file No. 4070, 

reflects a value of $935,000. The examiners have reported that the under- 

writing of this loan was inadequate in certain material respects and these 

deficiencies are listed below: 

A. The appraisal provided to Mr. Aaron was prepared for the borrower. 

B. The appraisal contains several comparables with large disparities 

between the price per acre for which no adjustments were made to 

correlate the differences between the subject property and the 

comparables. 

C. The subject property is raw land, undeveloped, and located in an 

area zoned for future development. The appraisal indicates that no 

public utilities are servicing the subject property and they are not 

expected for another 15 years. 
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0. When present values are assigned to the anticipated future inflow 

from the sale of this land, the holding costs appear to be prohibitive. 

E. The association accepted the unaudited financial statements of 

William Dlxon In support of his personal guaranty. 

F. A review of the tax return for Landco Limited Partnership reflected 

that It has been operating at a loss. 

When the examiners questioned Mr. Aaron regarding the purchase of this 

participation, Mr. Aaron provided the examiners with an agreement signed by 

Mr. Richard A. Nuth. President of First Federal Savings and Loan of Brooklyn, 

In which Mr. Nuth agreed to buy back this loan without recourse for $425,000 

plus accrued Interest at the expiration of Its term. In reviewing this agree- 

ment, however, the examiners noted that the loan participation agreement 

specifically states that First Progressive purchased Its Interest without 

recourse and, furthermore, that First Federal Savings and Loan is not a party 

to the participation but rather Maryland Capital Service Corporation, its 

subsidiary. 

In light of the history of this loan, as well as the fact that the 

appraisal offered In support of the loan was prepared for the borrower, we 

must require that the association obtain an Independent appraisal from an 

appraiser approved by the Director which provides another estimation of the 

value of this property. After such appraisal of this property Is made, it may 

be necessary for the association to establish a specific loss reserve to cover 

any deficiencies in the value of this land. 

One final note. At the time these documents were reviewed during the 

course of the examination, the borrower was two months behind in his 

interest payments. 

Comment 1.5:, Monumental City Service Corporation 

An examination of the files of twenty loans granted by Monumental City 

Service Corporation during the period April 15, 1976 - February 28, 1978, 

revealed the following: 

A. Loan file No. 1123-77 contained a mortgage instrument which was 

not recorded until seven months after the loan was granted. 

B. Loan file Nos. 734-76, 1161-77, 1228-77, 1259-78, 801-76, 

1229-77 and 1261-78 did not contain the original current 

insurance policies or endorsements stating Monumental's position 
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with respect to coverage as a subsequent-1ien holder as required by 

Regulation .290. 

Loan file 1214-77 did not contain insurance on the additional security 

property located at 1335 E. North Avenue. . 

C. Loan file Nos. 1161-77, 1228-77, 1229-77 and 1261-78 did not 

contain applications as required by Regulation .29A(2)(a). 

Loan file Nos. 962-77, 1075-77, 1192-77 and 1195-77 did not 

contain completed applications with respect to property descriptions, 

purpose of the loan and borrower information. 

0. Loan file Nos. 1192-77, 1161-77, 1195-77, 1228-77, 1260-78, 777-76, 

1229-77 and 1261-78 did not contain appraisals.as required by 

Regulation .29A(2)(b). 

Loan file Nos. 949-76, 962-77, 1124-77, 1214-77, 1225-77, 734-76, 

1259-78, 953-77 and 1123-77 did not contain completed appraisals 

with respect to basis for valuation of the properties offered as 

security. 

E. Loan file Nos. 777-76 and 1261-78 did not contain title certifications 

as required by Regulation .29A(2)(e). 

None of the loan files examined contained title certifications 

which were brought current through the date of recording. This 

is significant In view of the fact that the examiners have noted 

frequent cases in both the association and service corporation where 

the security Instruments have remained unrecorded for seven or more 

months after the date of settlement. 

F. Loan file Nos. 1228-77, 777-76, 1229-77 and 1261-78 did not 

contain settlement sheets as required by Regulation .29A(2)(c-). 

G. Loan file Nos. 1161-77, 777-76 and 801-76 did not contain the 

appropriate disclosures as required by Regulation .29A(2)(k) or 

Federal Regulation Z. 

H. In addition to the above list of documentation exceptions, the 

following deficiencies were noted on a loan by loan basis: 

Loan No. 962-77 

A review of this loan file reflected that a second mortgage was granted 

with the first being held by Merritt Savings and Loan, Inc. (A Stock Corporation). 

This violates the provisions of Regulation .34(D)(1), as well as Section 161Z(a)(2) 

of the Maryland Code. 1 0 }^ 
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Loan Ho. 1075-77 

A review of this loan file reflected that Monumental City Service 

Corporation purchased this property from Ryland Homes which investment was not 

authorized by Regulation .34(c). Monumental later sold this property to 

James & Helen Gray who assumed a first mortgage which was held by First 

Progressive. 

Monumental then granted the Grays a second mortgage at 9* to cover 

settlement costs. However, payments were not being made on this loan as 

agreed in the mortgage instrument. On this sale, the service corporation 

realized a gain of $1,539.89 which was Immediately taken Into income. However, 

due to the Interest rate concession on this loan, as well as the 100% financing 

afforded by First Progressive and Monumental, this gain should have been deferred 

and taken into income as principal was repaid In order to conform to A.I.C.P.A. 

guidelines. 

Loan No. 1225-77 

This loan was granted as a second mortgage by Becky, Ltd., an entity 

owned by Mr. Jeffrey A. Levitt, the association's attorney. This loan was 

assigned to Monumental City Service Corporation onJanuary 13, 1978. The 

mortgage loan contains a commercial purpose clause and provides for an 18% 

interest rate. After examining the first mortgage file at First Progressive, 

as well as the documents in loan file No. 1225-77, it appears that this loan 

was for bill consolidation purposes and not for commercial purposes. 

During the examination, the examiners learned from Mr. Levitt that "all 

loans granted by Becky, Ltd. and assigned to Monumental are done this way as a 

favor to Monumental because the service corporation committed to make loans 

but did not have the money to fund them". 

Loan No. 734-76 

This loan was granted as a second mortgage with the first being held by 

the Rouse Company. This violates Regulation .340(1), as well as Article 

23, Section 161Z(a)(2) of the Maryland Code. 

Loan No. 1228-77 . 

This loan was granted as a second mortgage with the first being held by 

the American Mortgage Company. This Is in violation of Regulation .34(D)(1). 

as well as Article 23, Section 161Z(a)(2) of the Maryland Code. 
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Loan No. 1259-78 

This loan was assigned to Monumental City Service Corporation by Jeffrey A. 

Levitt, K. Levitt, S. Aaron and R. Aaron. The term of this loan expired February 

18, 1978 and was two months past due as of April 18, 1978. 

Loan No. 694-76 

This loan was a second mortgage with the first being held by Chesapeake 

Financial Corporation. This 1s in violation of Regulation .340(1) as well as 

Article 23, Section 161Z(a)(2) of the Maryland Code. This loan has been paid 

off. 

Loan No. 801-76 

This loan was a third mortgage with the first and second being held by 

Guild Mortgage Company and Carrollton Bank, respectively. This is in violation 

of Regulation .340(1) as well as Article 23, Section 161Z(a)(2) of the Maryland 

Code. This loan has been paid off. 

Additionally, an entrance fee of $700.00 was charged to the borrower, 

however, the documents in file did not substantiate the fact that the loan was 

actually for commercial purposes. 

Loan No. 953-77 

Mr. Gilbert Sapperstein, who is well known by the association's officers 

and personnel, purchased the property located at 809 Pontiac Avenue for $10,500.00 

and, on the same day, sold the property to Frederick and Patricia Greene for 

$31,000.00. Monumental City Service Corporation handled all of the financing 

for this transaction and Mr. Sapperstein personally guaranteed this loan and 

became what appears to be a co-borrower. A review of the settlement sheet 
in tne amount of $25,000 

for this loan/failed to disclose the actual receipient of the settlement 

proceeds. The settlement sheet on this loan also reflected that Mr. Jeffrey 

Levitt, attorney for the association, charged the borrower his normal attorney 

fee which includes a title search. The borrower was also charged $116.00 for 

Mr. Jerome Sopher's abstract of title. This charge should be included in Mr. 

Levitt's attorney fee since Mr. Sopher is a subcontractor of Mr. Levitt. 

Mr. Levitt is required to refund the $116.00 overcharge to the borrowers. 
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Additionally, this loan was granted before an appraisal was obtained and 

the appraisal which was subsequently received indicates the value of this 

property to be only $9,500.00. This loan was then sold to First Progressive 

Savings and Loan by Monumental. At the time of this sale, the Deed of Trust 

Note to this loan had been assigned to Union Trust Company as security for 

Monumental's borrowed money. The Deed of Trust Note was not delivered to the 

association until May 5, 1978 - well after the date this loan was sold to 

the association. 

Loan No. 1123-77 

This loan was granted as a second mortgage with the first mortgage being 

held by First Federal Savings and Loan Association of Annapolis. This violates 

Regulation .340(1) as well as Article 23, Section 161Z(A)(2) of the Code. 

Documents in the file reflect that the borrower had a negative net worth of 

$8,000.00 at the time this loan was granted. Additionally, no financial 

statements were obtained for the personal guarantor of the loan. This loan 

has been paid off. ' 

Loan No. 1229-77 

This loan has been paid off, however, the original unreleased mortgage 

instrument is still in file. It should be released and returned to the borrower. 

Loan No. 1261-78 

This loan file contained only a copy of the Deed of Trust. The file did 

not contain the applicable documentation to determine the nature and purpose of 

the loan nor to comply with Regulation .29C. 

I. The examiners noted that loan Nos. 962-77, 1075-77, 1161-77 and 

1225-77 were granted by Monumental as second mortgages with rates 

in excess of 8S. This violates the December 27, 1977 Attorney 

General's Opinion relative to the maximum rate of interest which 

may be charged on such loans. Appropriate refunds must be made to 

the respective borrowers or adjustments made to their accounts. 

Please advise this Division of the specific action taken in this 

regard. 

J. The examiners noted that on loan Nos. 1214-77 and 953-77 interim 

interest remained uncollected totaling $139.28. 
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K. The examiners noted that the service corporation granted two unsecured 

note loans in violation of Regulation .34B and Article 23, 

Section 161Z of the Code. 

Loan No. 996-77 

Loan No. 996-77 in the amount of $300 was granted on an unsecured confessed 

judgment note to Sandra Moore to cover settlement costs. 

This loan was 19 months past due as of May 28, 1978. 

Loan No. 966-77 

Loan No. 966-77 In the amount of $20,000 was granted to Mr. Gilbert 

Sapperstein, who is well known by the association's officers and personnel, 

on the security of an unsecured confessed judgment note. 

An additional review of this loan file reflected that the original confessed 

judgment note was in file. The examiners were also provided with a Deed of Trust 

Note which purportedly secured this loan. This Deed of Trust Note was assigned 

to the Union Trust Company to col lateralize a loan to the service corporation. 

When Mr. Jeffrey Levitt, the association's attorney, was questioned about the 

two notes, he stated that the bank would not accept the Confessed Judgment Note 

as collateral so he had a Deed of Trust Note typad and executed. The Deed of 

Trust Note was supposed to be secured by the property located at 8508 Arborwood 

Road. When asked where the Deed of Trust was, Mr. Levitt said that there was 

none and that the only reason that he gave the bank a Deed of Trust Note is 

because the bank would not accept a Confessed Judgment Note. Up until a new 

note was substituted on May 5, 1978, the bank had been provided with a "phony" 

Deed of Trust Note which was not backed by any security held by Monumental 

or First Progressive. 

In connection with this $20,000 unsecured note loan, the settlement ' 

sheet reflects a disbursement of $500 to the mortgagors escrow account. 

The subsidiary ledger card maintained in support of this loan does not 

reflect any entries for an escrow account. This is consistent with the fact 

that this would not be necessary in any event on an unsecured loan. Please 

advise this Division as to who received this $500. 
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Comment 2: Delinquencies 

A. An analysis of the subsidiary mortgage loan records reflected the 

existence of sixty-two delinquent accounts as determined by the 

definition set forth in Regulation .01G. The outstanding balance 

of these accounts totaled $1,297,049.36 as of the date of the 

current examination, representing a delinquency ratio of 13.3% 

of the total mortgage loan balances outstanding. 

During the period of the current examination, the total outstanding 

balance of the delinquent accounts Increased from $384,600.19 to 

$1,297,049.36. Delinquent and unpaid Interest on the loans subject 

to comment totaled $56,607.07. 

A review of the loans subject to comment scheduled on page 9 of 

this report reflected that loan Nos. 3468, 3874, 3952, 3992, 4044, 

4050, 4057, 4059, and 4074 had not been amortized during the twelve 

month period immediately preceding the date of the current examina- 

tion. The borrowers in thirty Instances paid less than one-half 

the required payments during the same period. This review also 

reflected that 29 of the 62 delinquent loans were granted since 

April 15, 1976, the date of the last regular examination of the 

association. 

The examiners' review also revealed that two Individuals, Mr. 

Nicholas Mitsos and Mr. Elliott Kayne, were responsible for 

$253,223.60 and $102,281.80, respectively, representing 2.6% and 

1.1% of the total mortgage loan balances outstanding as of the 

date of the current examination. The combined dollar amount of 

indebtedness of these two individuals totals 27.4% of the delinquent 

accounts scheduled on page 9 of the report. 

Additionally, the examiners have noted that loan Nos. 3345, 

3448, 3637, 3638 and 3691 were subject to comment in the prior 

report of examination and that loan Nos. 3500, 3509, 3589, 3645, 

and 3656 were also subject to comment in the prior report of examina 

tion, but these loans have been modified and consolidated into loan 

No. 4069 in the names of Walter and Lillian Spence. 
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The total indebtedness (unpaid principal plus overdrawn escrow) 

on 13 of the 62 loans listed on page 9 of the report exceeded 

the original amount of the instruments securing these loans. The 

total indebtedness on these 13 loans was $267,113.52 which exceeded 

the aggregate total of the instruments securing these loans by 

$12,635.02. 

An additional 39 of the 62 loans listed on page 9 had total debt 

exceeding the original amount of indebtedness when delinquent and 

unpaid interest was added to the unpaid principal plus any amounts 

overdrawn from the escrow accounts. The aggregate amgunt of these 

39 loans was $1,157,432.89 which exceeds the amount of the original 

instruments securing these loans by $43,232.89. 

Due to the extraordinary number of delinquent accounts at the 

association, the examiners conducted an in-depth analysis of the 

subsidiary mortgage loan records relative to delinquent accounts. 

This analysis disclosed the following: 

Days in 
Arrears 

over 
90 days 

Total Dollar 
No. of Amount of % of Total 

Accounts Delinguency Mortgages 
% of Total 

Net Worth 

Total Amount 
of Unpaid 
Interest 

62 $1 ,297 ,049.36 13.3* 2933; $56,607.07 

In investigating this matter further, the examiners noted the 

following with respect to accounts that were 30 days or more 

past due: 

Days in 
Arrears 

30 days 

60 days 

90 days 

Total 

No. of 
Accounts 

51 

40 

Total Dollar 
Amount of 

Delinquencv 

$1,003,073.87 

800,994.95 

360,816.66 

% of Total 
Mortgages 

10.3% 

8.2% 

3.7% 

99 $2,164,885.48 22.2% 

% of Total 
Net Worth 

221% 

18H 

82% 

4903; 

Total Amount 
of Unpaid 
Interest 

$ 8,479.60 

13,444.82 

10.189.96 

$32,114.38 

When these figures are added to the accounts which are delinquent 

under the definition contained in Regulation .01G, the following 

picture of the association's mortgage portfolio emerges. 
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into current income and at the same time capitalized and added to 

the outstanding amount of the borrower's indebtedness. It is impor- 

tant to note that loan modifications and consolidations have not 

been included in the delinquency schedules unless the modification 

and/or consolidated loans meet the specific criteria set forth for 

Inclusion In the comment. Consequently, some loans which had been 

modified and/or consolidated due to prior delinquencies were not 

included above if they were current at the time of the examination. 

F. An analysis of the subsidiary mortgage loan records for Monumental 

City Service Corporation reflected the existence of seven delinquent 

accounts as determined by the definition set forth in Regulation .01G. 

The outstanding balance of these accounts totaled $95,220.00 as of 

the date of the current examination representing a delinquency ratio 

of 42% of the total mortgage loan balances outstanding. 

The delinquent and unpaid interest on the loans subject to comment 

totaled .$5,605.76. 

A loan portfolio yield anaylis was prepared by the examiners and 

it was noted that contractually the portfolio should have yielded 

11.3%. Based on collections the actual yield was 6%, with the cost 

of money averaging 9.1%. 

Comment 2.1: Mortgage Loan Foreclosures 

The Management Questionnaire submitted by the association disclosed 

that foreclosure proceedings had been instituted on 35 loans since the prior 

examination date of April 15, 1976. Consequently, an independent analysis 

was made by the examiners of the 15 loans which had been foreclosed and sold 

during the period April 15, 1976 through August 1, 1978. The majority of 

these foreclosures were handled by Mr. Jeffrey A. Levitt, the association s 

attorney. A few foreclosures, however, were handled by Mr. Samuel Aaron who 

is the father of the association's president. As noted previously in these 

comments, the association's non-existent loan underwriting policies and poor 

collection procedures were the primary cause of this extremely high number of 

foreclosures. On the average, a moderately well-run $10 million association 

could expect to experience 2 or 3 foreclosures in this time frame First 

Progressive experienced 35. The examiners' review of the 15 loans which had 

been foreclosed and sold disclosed several significant areas of concern, 

including the following: i9''J.70 
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1. Improper distribution of sale proceeds by the trustee. The examiners 

have determined that the association's attorney, Mr. Jeffrey A. Levitt, 

has misapplied $13,898.23 in connection with the distribution of the 

proceeds of foreclosure sales which he handled for the association. 

This amount does not include $2,007.98 In connection with the foreclosure 

on loan No. 3916, which he turned over to the association when this mat- 

ter was brought to his attention by the examiners. (See Loan Nos. 3916, 

3912, 3961, 3703 and 3964). 

The examiners also noted In reviewing the foreclosures that Mr. Levitt 

failed to remit funds on a timely basis 1n connection with the settlement 

of loans by the association. (See loan No. 3961).. 

2. Excessive trustee fees and excessive auctioneer fees. The examiners re- 

viewed the trustee fees charged by the association's attorney, Mr. Jeffrey 

A. Levitt, as well as the auctioneer fees charged by Mr. Samuel J. Aaron 

and other auctioneers In accordance with the Baltimore City Code and the 

Supreme Bepch Rules or applicable rules of other localities and detenmined 

that these fees were excessive In several Instances. (See Loan Nos. 3961 

and 3964.) 

3. Improper accounting for foreclosures by the association. The examiners 

noted at least seven instances where transactions in the foreclosure 

process were not properly accounted for by the association. In several 

instances, the association acquired title to properties at public auctions 

and yet the properties remained in the mortgage loan receivable account 

and were not transferred to real estate owned. Additionally, the associa- 

tion has failed to properly account for gains or losses in connection with 

the sale of properties acquired through foreclosure. 

Lastly, as noted above, the association exercised no control over the 

activities of the association's attorney, Mr. Jeffrey A. Levitt, as in many 

instances proper remission of foreclosure proceeds was not made to the 

association. (See Loan Nos. 3912, 3850, 3961, 3964, 3468 etc., 3958 and 

3791.) 

4. Improper application of hypothecations. The examiners noted several 

instances where mortgage hypothecations were applied against the out- 

standing indebtedness at the time foreclosure proceedings were instituted. 

At that time, no determination had been made as to whether the association 

would suffer a gain or a loss. On the other hand, the examiner^ 
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noted that the association did not apply mortgage hypothecations against 

the indebtedness even after a loss had been realized when these accounts 

were owned by Samuel J. Aaron, the father of the association's presi- 

dent. (See Loan Nos. 3961 .• 3964, 2896, 3468, 3868 and 3958.) 

5. Self-dealing. In reviewing the foreclosure process at the association, 

the examiners noted numerous instances where the ultimate purchaser of a 

property at foreclosure sale was In some way related to the association. 

In several Instances, properties were acquired by the association's 

attorney, Mr. Jeffrey A. Levitt, or Mr. Samuel J. Aaron, the father of 

the association's president. In other instances, properties were 

acquired by individuals such as Messrs. Gerald Lelbowitz, Walter Spence, 

and Gilbert Sappersteln, who are well known by the association's officers 

and personnel and do business with the association on a regular basis. 

One glaring inconsistency was noted by the examiners. As noted in the 

delinquency comments, Individuals who are well known by the association's 

officers and personnel are often afforded the luxury of not making pay- 

ments on mortgage loan, accounts for as long as two years. At the same 

time, some borrowers who are not well known by the association are fore- 

closed on immediately upon becoming 90 days past due when it is obvious 

that foreclosure will be a profitable alternative for the association. 

Loan No. 3961 is the most obvious example of this practice. (See 

Loan Nos. 3850, 3961, 3703, 2896, 3528, 3468 etc., 3868, and 3958.) 

A review of the files documenting these 15 foreclosures disclosed the 

following deficiencies on a case-by-case basis: 

Loan No. 3916 

This loan was granted on September 22, 1976 in the amount of $37,500. 

At the time this loan was granted, the association also obtained a $2,500 

hypothecation from Coastal Mortgage Company which is owned by Mr. Warren D. 

Klawans, who is well known by the association's officers and personnel. 

Foreclosure proceedings were instituted on November 3, 1977 and at that time, 

the loan had an unpaid balance of $37,471.73. The property was bought at 

public auction for $43,000, which should have been more than sufficient to 

cover the association's indebtedness, plus any costs associated with fore- 

closure. ■:- 
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A further review of this foreclosure disclosed that the association 

was due $37,887.98 out of the sale proceeds after foreclosure costs. 

Mr. Jeffrey Levitt, the association's attorney, remitted only $35,000 to the 

association and retained the remaining $2,887.98. The Court Auditor's report 

Indicates that the association was due $2,485.50 In delinquent interest; however, 

it only received $50.52 from Mr. Levitt. When the examiners brought this matter 

to Mr. Levitt's attention, he promptly wrote a check for $2,887.98 to the 

association. However, Mr. Levitt had the use of these funds for eleven months. 

In reviewing this foreclosure, the examiners also noted that the association 

applied the mortgage hypothecation of Coastal Mortgage Company in the amount of 

$2,616.38 against this indebtedness. This amount included $116.38 in accumulated 

dividends. The examiners have calculated that only $2,394.98 of the $2,887.98 

was due the association. The remaining $493.00 must be refunded to Coastal 

Mortgage Company. 

Loan No. 3912 

This loan was granted on September 14, 1976 in the amount of $25,500 

and was secured by the property located at 7812 St. Bridget's Lane. On August 

16, 1977 foreclosure proceedings were instituted and the association acquired 

this property at public auction on February 1, 1978. This property was never 

reflected on the association's books as real estate owned as it remained in 

the mortgage control account 1n the general ledger. On April 19, 1978, the 

association sold this property to Frederick Ackwith & Jean'Rizer for $30,400 and 

at the same time granted loan No. 4098 to the purchasers in the amount of $28,800. 

No gain or loss on this transaction was booked or recognized by the association. 

A further review of this transaction disclosed that an appraisal was obtained 

from Mr. Eugene Denver in the amount of $30,500 yielding a loan-to-appraisal ratio 

of 94% which violates the provisions of Regulation .30C(2)(a). After the pay- 

ment of settlement costs by the association on behalf of the borrowers, the trustee 

received $27,112 out of the sale proceeds. A review of.the subsidiary cards 

maintained for loan No. 3912 disclosed that Mr. Jeffrey Levitt, the association's 

attorney, remitted only $21,522.13 out of the sale proceeds. Accordingly, 

Mr. Levitt has withheld $5,589.87 in his account which must be remitted to the 

association immediately. 

-15mm- 19 P2 



First Progressive Savings and Loan Association 

Loan No. 3850 

This loan was granted on May 20, 1976 in the amount of $13,000 and was 

secured by the property located at 5611 Wayne Avenue. On November 5, 1976 

foreclosure proceedings were Instituted as the borrowers had made only one 

payment on this loan. The association acquired this property at public auction, 

however, this property was never reflected on the association's books as real 

estate owned, as It was never removed from the mortgage control account. On 

April 21, 1977, the association sold this property to Sheila Wilson for 

$21,900 and while granting Mrs. Wilson loan No. 4003 in the amount of $21,400 

No gain or loss on this transaction was booked or recognized by the association. 

A further review of this transaction disclosed that.an updated appraisal 

was obtained front Mr. Eugene Denver In the amount of $22,000, yielding a loan- 

to-appraisal ratio of 97.3X which violates the provisions of Regulation .30C{2) 

(a). No financial information on the borrowers was in file. At settlement, 

$3,000 was withheld for repairs which were to be made under the supervision of 

Ben Hur Realty, a. company which is owned by Mr. Stewart Greenbaum, one of the 

directors of the association. A further review also revealed that Mr. Greenbaum's 

realty company received a commission on the sale of this property in the amount 

of $2,250 which exceeds the 10% rate established In the sales contract by $60.00. 

The association is directed to obtain a reimbursement in this amount from 

Mr. Greenbaum. 

Loan No. 3961 

This loan was granted on November 16, 1976 in the amount of $30,000 and 

was secured by a bar located at 633 North Duncan Street, as well as the borrower's 

residence located at 2713 Goodwood Road. As additional security, the association 

also required a hypothecation 1n the amount of $2,050.00 from Hilltop Mortgage 

Company which is owned by Mr. Norman Libowitz who Is well known by the association's 

officers and personnel. The examiners also noted that this $2,050 hypothecation 

was not remitted by the settlement attorney, Mr. Jeffrey A. Levitt, until 

February 9, 1977--three full months after settlement and at that time he remitted 

only $2,000 while $2,050 was withheld at settlement.. The borrower's payment record was 

perfect through August 1977. On November 17, 1977 foreclosure proceedings were 

Instituted and these properties were sold at public auction on January 5, 1978. 
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At the time of this foreclosure, the outstanding Indebtedness totaled $29,674.52. 

No adjustments were made to the mortgage control account for loan No. 3961 

until April 10, 1978. 

The examiners' review of the Court Auditor's Report, Statement of Mortgage 

Debt and other pertinent foreclosure documents disclosed that several charges 

were made in connection with this foreclosure which exceeded the permissible 

limits established In both the Baltimore City Code, as well ss the Supreme 

Bench Rules. These charges are as follows: 

Permissible Actual Over- 
Charge Charge Charge 

1. Trustee Commissions $1,211.00 $3,580.00 $2,369.00 

2. Auctioneer Fees 1,008.50 >,469.00 460.50 

3. Interest Miscalculation by 
Trustee 905.70 3,299.16 2,393.46 

4. Attorney Fees--Not provided 
for in Deed of Trust 50.00 50.00 

Total Excess Foreclosure Costs $5,272.96 

As a result of these foreclosure proceedings, no loss of principal or 

interest was sustained by the association and the proceeds of the sales were 

more than sufficient to cover the costs of the Trustee, Mr. Jeffrey A. Levitt. 

On April 7, 1978, however, Mr. Jeffrey A. Levitt ordered that the mortgage 

hypothecation referred to above be closed and the balance applied against the 

loan. Consequently, the mortgage hypothecation owner lost a total of $2,197.17 — 

his original balance of $2,000 (the $50.00 noted above was never placed in the 

account) plus $197.17 in accumulated dividends. 

Following the sale of these properties, Mr. Levitt did not make proper 

remissions to either the association or the mortgagors and he is still holding 

the following funds: 

First Progressive Interest Due $1,785.58 

Mortgagors—Balance of Proceeds 1 ,835.71 

Hypothecation Owner 2,197.17 

Total $5,818.46 

Unfortunately, the transaction did not end here as the association granted loan 

Nos. 4081 and 4096 to the individuals who purchased these properties at the 

foreclosure sale. 
"O 
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Loan No. 4096 was granted in the amount of $7,700 to Mr. Gilbert Sapperstein, 

who is well known by the association's officers and personnel, to purchase the bar 

located at 633 N. Duncan Street. The liquor license for this bar was also purchased 

by Mr. Sapperstein at the public sale, however, this Important security was not 

Included in the Deed of Trust and in fact was sold to another party by Mr. 

Sapperstein. The appraisal obtained by the association in support of Loan 

No. 4096 estimates the fair market value of 633 North Duncan Street to be 

$12,000, including the liquor license. Without this security, there is no 

way of telling what the fair market value of this property Is and we must 

require that the association provide this Division with an Independent appraisal 

in support of this loan. 
/ 

Loan No. 4081 In the amount of $20,000 was granted to the purchasers of 

2713 Goodwood Road. The appraisal In the file does not conform to the requirements 

of Regulation .238 and reads as follows: 

"Property sold at public auction for $26,300, which would 

be the fair market value. House is a two-story frame 

dwelling in good condition. Excellent middle-class neghbor- 

hood. A mortgage of $20,000 can safely be made." 

The appraisal was made by Mr. Jeffrey A. Levitt, the association's attorney, and 

M's. Susan Naumann, the association's office manager. To the best of our knowledge, 

neither of these individuals possess any of the necessary qualifications to an 

appraisal of real estate and consequently we must require that the association 

provide this Division with an independent appraisal in support of this loan. 

Laon No. 3703 

This loan was granted on November 7, 1975 in the amount of $31,000 and 

was secured by the property located at Route 4, Box 240, Hillcrest Street, Anne 

Arundel County, Maryland. On August 23, 1976 foreclosure proceedings were 

Instituted and at that time the loan had an unpaid balance of $30,810.71. On 

October 6, 1976, the property was sold at public auction for $36.500--an amount 

more than sufficient to cover the Indebtedness to the association plus miscellaneous 

costs associated with the foreclosure. 
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In distributing the proceeds of this sale, however, the trustee, Mr. Jeffrey 

A. Levitt, did not remit $1,047.84 in delinquent and unpaid interest which was 

awarded to the association by the Court. The association should obtain reimburse- 

ment from Nr. Levitt of this amount Immediately. 

A review of the Statement of Mortgage Debt which was filed with the Court 

by Mr. Levitt dislcosed that the association's interest claim was understated by 

the amount of $188.32, which amount was passed on to the owners of a second 

mortgage on this property. The owners of this second mortgage are Lexington 

Corporation which Is owned by Mr. Samuel J. Aaron, father of the association's 

president, and Hilltop Mortgage Company which is owned by Mr. Norman Libowitz, 

who is well known by the association's officers and personnel. The 

association should obtain reimbursement of this amount Immediately from either 

Mr. Levitt or the owners of the second mortgage. 

Loan No. 3964 

This loan was granted on November 22, 1976 in the amount of $16,500 and 

was secured by the property located at 1314 E. Cold Spring Lane. As additional 

security the association also required a hypothecation in the amount of $700.00 

from the seller which was later purchased by Hilltop Mortgage Company which is 

owned by Mr. Norman Libowitz who is well known by the association's officer anJ 

personnel. The examiners' review of the Court Auditor's Report, Statement of 

Mortgage Debt and other pertinent foreclosure documents disclosed that several 

charges were made in connection with this foreclosure which exceeded the permissible 

limits established in both the Baltimore City Code, as well as the Supreme Bench 

Rules. These charges are as follows: 

Permissible Actual Over- 
. Charge  Charge Charge 

Trustee Commissions $615.00 $1,800.00 $1,185.00 

Auctioneer Fees 510.00 770.00 260.00 

Total Excess Foreclosure Costs $1,1445.00 

As a result of these adjustments, the $1,445 is available for distribution 

by the trustee, Mr. Jeffrey A. Levitt and should be remitted as follows: 

First Progressive Interest Due $ -689.46 

Hypothecation Owner 755.54 

Total $1 .445.00 

As a point of information, it should be noted that the association received the 

entire principal amount of indebtedness out of the foreclosure proceeds, however, 

they did not receive delinquent and unpaid interest in the amount of $68^.££^r',3 

ti r, t) 
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Additionally, the mortgage hypothecation owners lost a total of $757.92 

which includes the original balance of $700.00 plus $57.92 in accumulated dividends. 

Consequently, the remaining $755.54 should be returned to the owner of the 

hypothecation. 

One final note. Althoujh this lo.n „as foreclosed on January 13. 18,8. 

It .« not removed fro» the .ortsage loan control account In the sener.l led<,er 

until May 23, 1978. 

Loan No. 2896 

Foreclosure proceedings to recover the unpaid balance.of this loan 

In the amount of $3,004.91 were Instituted on September 27, 1976 for 

the property securing this loan was purchased at public auction by Mr. Samuel 

J. Aaron, father of the association's president, for $1,100. The association, 

however, was protected on this transaction as It applied a $2,000 hypothecation 

established by the seller of this property In 1961 to the unpaid balance. 

Mr. Aaron later reimbursed the association for the remaining $814.91 in 

foreclosure costs associated with this transaction so that the association did 

not sustain a loss. 

Loan No. 3528 • 

This loan was granted on December 8, 1969 in the amount of $10,500. 

Foreclosure proceedings were Instituted on May 29, 1977 and prior to this 

property being put up for public auction, the association sold the loan 

to Mr. Samuel J. Aaron, father of the association's president, for the amount 

of the outstanding principal indebtedness which totaled $5,019.25. At the 

time of this sale, the association failed to cdllect delinquent and unpaid 

Interest 1n the amount of $406.00. 

Loan Nos. 3468, etc. 

Loan Nos. 3468. 3637, 3638 and 3725 were granted to John 8 Mary Newsome 

and/or various companies controlled by them in the aggregate amount of $27,300 

and were secured by ten properties located In Baltimore City. John & Mary Newsome 

are well known by the association's officers and personnel'. As additional security 

for these loans, the association required hypothecations totaling $8,600.00 from 

Mr. Samuel J. Aaron, the father of the association's president. At various stages 

during the life of these loans, four of the properties securing the loans were 

released to the Newson.es. The remaining six properties were foreclosed 
«< * 
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in March of 1977 by the association and the association sustained a net loss 

of principal of $11,710.33, plus delinquent and unpaid interest of $2,312,74 

for a total loss of $14,023.07. 

On May 31, 1978, a journal entry was made by the association's accountant 

to close Mr. Aaron's hypothecated accounts and to close these mortgage loan 

receivable accounts. As of the close of the examination, however, Mr. Aaron's 

accounts were still reflected on the savings subsidiary trial and were still 

accumulating dividends. Additionally, at the close of the examination,'no 

loss on these loans had been charged against General Reserve for Losses. 

In connection with the sale of the various properties securing these loans 

at foreclosure, the examiners noted that the association granted three new loans 

to Walter & Lillian Spence, who are well known by the association's officers and 

personnel, so that they could acquire three of these properties. It was also 

noted that another property was purchased at the foreclosure sale by Becky, Ltd. 

which is owned by the association's attorney, Mr, Jeffrey A. Levitt. 

Loan No. 3868 

This loan was granted on June 8, 1976 In the amount of $12,000 and was 

secured by the property located at 3320 Haywood Avenue, Anne Arundel County, 

Maryland. As additional collateral, the association required a hypothecation in 

the amount of $2,500 from Lendrin Builders which Is owned by Leroy Applefeld who 

is well known by the association's officers and personnel. Foreclosure 

proceedings were Instituted on January 26, 1977 and the property was purchased 

at public aoction for $10,500 by Modern Mortgage Company which is owned by 

Mr. William G. Conkling--the former office manager of First Progressive. 

No loss of principal was sustained by the association, however, as the trustee, 

Mr, Jeffrey A. Levitt, applied the hypothecation against the Indebtedness ^nd 

reduced his fees In connection with the handling of this transaction. Modern 

Mortgage Company, In turn, sold this property to a new purchaser and the 

association granted loan No, 4013 in the amount of $10,500 on May 26, 1977 

to finance this purchase. 

In connection with the settlement on loan No, 4013, a $2,000 brokerage 
by the purchaser 

fee was paid "outside of closing /whlcn was not listed on the settlement sheet. 

This violates the express provisions of Article 23, Section 161GG of the Code. 

Documentation in the file Indicates that this $2,000 fee was split so that 

Modern Mortgage Company received $1,500 while $500 went to Lendrin Builders-- 

the company whose hypothecation had been applied against loan No. 3868, The 
IS I 
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• appraisal cort.lned <0,3 „„ Met the requ,remants of 

.23 and read as follows: 

"Two story brick semi-detach home. Three bedrooms, living room, 

dining room, kitchen, oil heat. House was sold at foreclosure 

forJJZ^OCWJO-and-^HBortgage of $10,500.00 can safely be made. 

NOTE: At the time of sale the Association announced that said 

mortgage was available to the successful purchaser. Mortgage 

made to facilitate sale. Middle class area." 

IMS appraisal „s sl3ned b, „r. Jeffrey A. Levitt, the association's attorney ani 

US Susan Na™a„n. the association's office manager. To the best of our knowledge, 

neither of these indt.idoals possess any of the necessary qualifications to «.ke 

an appraisal of real estate and consequently, « „„st require that the association 

provide this Division »ith an independent appraisal in support of this loan. 

On March 10. 1978, the owner of this property conveyed it to new purchasers 

for $11,500 and the association then granted loan Ho. <097 in the amount of $11,500 

to finance this conveyance. At the tt.e of this last transaction, the property 

»as reappraised by Hr. Jeffrey A. Levitt, the association's attorney, and »r. 

Samuel J. Aaron, the father of the association's president, for $12,500. Based 

on either the appraisal or the purchase price, this loan exceeds the 90. limit.- 

tion imposed by Regulation .30C(A)(2). 

Loan No. 3958 

This loan was granted on November 5. 1976 in the amount of $7,250.00 and 

was secured by the property located at 2221 Sidney Avenue. On December 28. 1977 

foreclosure proceedings were Instituted to collect the unpaid Glance of $7,262. 

The amount of the indebtedness at.the time foreclosure proceedings were Instituted 

exceeded the original amount of the loan because the association had capitalized 

delinquent interest on this loan in May of 1977. This property was purchased by 

the association at foreclosure for $3,000, however, it has not been transferred to 

a real estate owned account and still remains in the mortgage loan receivable 

account in the general ledger. Although the association suffered a substantial 

loss of principal on this transaction, no loss has been charged against the 

association's Reserve for Losses Account. Additionally, the association has not 

yet applied the mortgage hypothecation which was also required as collateral for 

this loan against this loss. A hypothecation in the amount of $3,625 was required 
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'r™ the se,'ers « «!.= tte.tM, Joan „as sn„M. Ihe exam(ners als0 noled that 

the „pects t0 recelve 160S„0 (r) (nsurjnce proceeds tMs 

had not been applied against the indebtedness. 

One final not*. Exartn.rs .ere advtsed ,he co(lrse of 

that Mr. Je™e Ubowitz, an (ndl.ldua, uh0 ,s wl, k„0„ by t|le a!soc(at|or,.s 

officers and personnel, had verbally agreed to purchase tMs property fro, the 

association for 14,000 around Ausust 1. 1978. Please provide us with complete 

details as to the current disposition of this property. 

Loan No. 3791 

This loan was granted on February 2, 1976. In the amount of SSO.OOO and was 

secured by the property located at 12 Sunday Court, Baltimore County, Maryland. On 

September 1 , 1976, foreclosure proceedinss were Instituted as the borrower had mde 

only two payments since the Inception of the loan. At this time, the unpaid balance 

$49,955.75. The property was purchased at foreclosure on March 14, 1977, 

howwer. this sale fell through and no documentation Is contained In the associa- 

tion's files as to why this transpired. On May 23. 1977, First Progressive 

brought this property a, public sale for i40,000. This property remained ,he 

mortgage loan receivable account and was never transferred to the real estate 

owned account. 

On September 25, 1977, the association sold this property for $57,900 at 

the same time the association granted loan No. 4061 to the purchaser in the amount 

of $56,900 and additionally paid $1,496.48 of the total settlement costs of $1,700. 

Consequently, the borrower had no equity in this property. Additionally, loan No. 

4061 carried an interest rate of only 7^% and no appraisal report was obtained as 

required by Regulation .23B. As of the completion of the examination, the associ- 

ation had not posted a gain or loss on the sale of this real estate owned or made 

any adjustments for an imputed interest loss on this transaction as required by 

A.I.C.P.A. guidelines. The examiners calculation disclosed that the association 

suffered no loss of principal on this transaction, however, they did lose $4,122.37 

in uncollected interest. 

One final note. The examiners noted that the association maintained open 

mortgage loan subsidiary cards for both loan Nos. 3791 and 4061.from the date loan 

No. 4061 was granted on November 30, 1977 through December 7, 1977. Consequently, 

the association's mortgage loan receivable trial could not have proved for this 

period of time. 
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-C0mment 3: Ms.<diary MortoaoP Fvp.n.n 
An analysis of the subsidiary mortgage expense accounts reflected that 

53 accounts had overdrawn balances totaling $18,218.51 as of February ?«. 1Q7R 

The sheer volu.e of overdrawn accounts precipitated a .ore thorough examination of 

the borrowers' expense accounts, and this examination was extended through 

May 5. 1978 in order to determine the current status of these accounts. This 

review disclosed the following: 

1- As of May 5, 1978, 42 mortgage expense accounts had overdrawn 

Wanes 115,198.19. The c),aB,ners ^ ^ ^ 

136,861.17 „„ pald of these „ccounts J|lst f(>. rej] 

in the tax year 1977/78. When this figure is .ailed to the overdr.vm 

balances in these accounts, the examiners ha.e calculated that a 

sh.rt,9e exists of tS4,059.36 for the p,«nt of 1978/79 real estate 

taxes. 

2- The examiners also determined that a shortage of escrow funds exists 

In 51 additional accounts as of Nay 5, 1978 to pay the 1978/79 real 

estate taxes. The current balances of these accounts was $13,407 91 

and the examiners noted that $43,932.09 was paid out of these accounts 

for real estate taxes in the 1977/78 tax year. Consequently, an escrow 

shortage of $30,524.18 exists in these 51 expense accounts. 

3. By adding these figures together, the examiners calculated a total 

shortage of $84,583.54 in these 93 mortgage expense accounts as of 

May 5, 1978. 

Conrlent 4: Loan-to-Value Violat.inn* 

A. Ourin, the period of the c„rre„, the lssoc,at1on 

twenty loans on which the original amounts exceeded 801 of the appraised 

»alue of the security mortgaged to the association. As of February 28, 

1978, the total principal balances of .1, „,er SOt loans totaled Sl,39, 25, ,3 

representing ,3.3J of the total assets as of that due. Regulation .300(2) 

provides that the aggregate outstanding principal balance of all loans 

made upon the security of improved real or leasehold property in exces- 

of 801 of the market value of such property shall not ,t any time 

exceed 10% of the association's total assets. 

A further review of this matter disclosed that the principal balances 

on loan Nos. 3881, 3930, 3963, 4016, 4053, and 4055 exceeded 100% of 

the appraised value of the security for these loans 
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»• t»an te. 3964, 3967. 3990, 3995, 3998, 4003, 4014, 4016, 4053, 4055 

«n<l 4061 were srjnted upon the security of i.pro»ei r«identtal 

property „nt, loan-to-apprafsa, ratios In excess of 90! of the 

"»rket value of the security. Rejulation .30C(2)(a) provides that 

the a89re9ate a„o„n, of a„y ,oa„ „de upon the security of tap„ve(i 

residential property shall exceed 905! of the „arle. of the 

security. 

Comment 5: Share Loan Exceptionc 

fonoir"'""'0"of the reco" support,"s the free share '°'"s—- 

A. The association requires that all n,rck l 
S that 311 P«sbooks securing share loans be 

maintained at the association in its possession. 

The passbooks secur,„9 share loan N»s. 3545, 3731, 3738, 3742 and 3748 

not being retained. These passbooks belong to Mr. Samuel Aaron, 

Mr. Jeffrey Levitt and his wife, Karol Levitt. 

8. Share loan No. 3848 does not rpflort not reflect the number of savings accounts 

ptedsed as security on the „„te or pled9e agreement. 

C- The files for share loan 4037 contains t.o separate notes .akin, 

«P the ,»a„. „„e note 1s ^ ^ ^ TOt ^ ^ ^ ^ 

Ple09e agreement, loan disclosure statement or Federal Tru,h.,„-Sa„n9s 

statement, as required by Regulation .24. 

D. Regulation .24(8) requires that all rmt k 
that 311 notes be executed under seal The 

only notes executed under seal were those to Jeffrey le.ltt 

E. Regulation .«W, regulres that the free sh.re ledger Indicate the 

-ount ,he pledse. Ite ^ ^ ^ 

does not disclose the amount of the pledge. 

'• «n ana lysis of shire 3^, ref]ecM ^ ^ 

compuftions by the examiner. Mr. Albert Aaron o.es the association 

(85.61 in interest due to improper calculation. 

5. » review of the Interest collections on the share loans reflected 

that share loan «os. 3731, 3738 . 3742 and 3848 which belong to 

Jeffrey and Karol Levitt, J11 »,re seven months delinquent except for 

Share 1„,„ 3,38 ^ ^ ^ ^ 

The outstanding balance of these accounts was $37,000.00 and the 

unpaid interest tota.ed >1.561.38. Thl, represents a delinquency 

ratio of 531 of the total outstanding free s„are bala„ces lU ] 
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Comment 6: Accounting Definciencies 

An examination of the books, records and accounting practices of the 

association revealed the following: 

A. The total of the subsidiary mortgage loan accounts exceeded the 

balance in the general ledger control account by $6,019.58. 

B. The total of the subsidiary participation loan accounts exceeded the 

control account In the general ledger by $386.43. This amount was 

later written off. 

C. The total of the subsidiary savings certificates (7H%) was $2,108.18 

less than the control account In the general ledger. 

D. The total of the subsidiary mortgage expense accounts was $1,621.74 

less than the control account in the general ledger. 

E. Additional review of the above variances reflected the following 

inadequacies: 

1. Manually run trials were not Initialed by the preparer. 

2. Adjustments to the manually run trials were not labeled or 

explained. 

3. Of the tapes reviewed, Mortgage Loans. Participation Loans and 

Expense Accounts reflected unreconciled differences. 

4. Review of the subsidiary print-outs revealed that a difference 

had been carried since before December 31, 1976 and remained 

unresolved. The association replied that it was corrected when 

in fact it was not. 

5. Reconciliations done on the subsidiaries are maintained at the 

CPA's office and not on the association's premises. 

6. Certain corrections were made but had no journal back up. 

It was noted that corrections can be made by activating the 

journal key on the terminal and it will back date the entry. 

No supervisory over-ride key is necessary, therefore, no 

record or control is maintained over these transactions. 

7. Finally, review reflected that tapes run were not always 

using accurate numbers. If the reconciliation didn't prove, 

the matter wasn't pursued any further. 
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F. Seview of tte loan participation .ith A„„ap„,is federal s,vings 

art loan Association reflected that First Progressive Sa,in9s 

>»■< Loan Association is the servlcer and retains a 10. interest 

in the loans. As of the current exarfnation, the association 

booked only their lot interest. Proper accounting for participation 

» for the servlcer to book the sross a»o„„t of the loan(s) 

and offset this total with a contra-account reflecting the 

participation interest. 

6- A revlw of the records supporting furniture, fixtures and equips, 

and related depreciation of these lte.s revealed that in instances 

the balances carried forward frc one month to the next on October 31 

and November 30. ,„6 Mre ,5,328.2, ,ess sl%m K 

respectively, than the balance which should have been forwarded. No 

journal entry or cash disbursement reference supported these changes. 

The net effect of the two variances reflected a net overstatment of 

the asset account In the amount of $2,169.12. 

Additionally, n was noted that the association Is continuing to make 

entries by writing checks to itself. Cash disbursement No. 2745 

increased the Furniture * Fixtures Account by $587.45 In this manner. 

Rev,ew of the "Note Payable Xerox" reflected that this payable 

was consumated per agreement on November 21, 1977, however, it was 

not recorded on the books until March 31, 1978. This understated 

the general ledger for December 31. 1977 and February 28, 1978 

by $7,866.00. 

* review of the ground rents owned by the association reflected 

the following: 

1. Ground rents located at 1915 Fairbanks Avenue and 3806 W. Garrison 

Avenue which were sold in 1969 and 1970, respectively, have not 

been released from the deed held by the association. 

2. No subsidiary cards are maintained to support the general 

ledger balance or record the collection of rents. 

the months of January 31, 1978 and February 28, 1978, the 

general ledger reflected no ground rents balance in the account. 

The balance had been plugged into RE0. 

4- The ground rents located at 1721 Moreland Avenue and 1903 W. ?• 

Fainnount Ave„Ue were sold in 1975 but not released from the Deed, 

the checking accounts with Union Trust Company and Equitable 

247 



Ollt^roaressiv^Savin^s and Loan M.nri.Hn, 

Trust Company revealed the following: 

1. The Equitable Trust «c.unt bls hed ac„v(ty since 3] _ 

1976. The account regains open and has an outst,nding balance of J25.5a. 

However, two checks In the amount of Sin.67 are still outstanding. 

2. The Union Trust account re.le. reflected two uMs ootstandin, 

since March 10. 1977 totaling $2.30. 

K- Review of the MR0-K8 reflected that the association remitted $10.00 

less to the State than the amount completed on the return. 

L- Review of the "Investment in Property" account reflected the following: 

1- Two journal entries, AE 27 & 28 were made to remove $1,238.06 

and $2,507.46, respectively, from the account. Both of these items 

ere transferred to the Exchange Account and represented a claim 

from M.G.I.C. which did not appear to be recoverable. 

Additionally, these receivables should have been reflected as 

such instead of being held in the exchange account. ' 

2. Journal .entry 47 was made which capitali2ed a loss on 

Patterson Park Avenue, and taxes on Hayward Avenue. The 

capitalization of losses is Improper, and should have been charged 

to the Reserve for Bad Debts. 

M. • Analysis of the association's net worth accounts reflected the 

following: 

1- The association transferred $1,794.00 from the reserve for bad 

debts to the M.S.S.I.C. reserve on December 31. 1976. This 

transfer is not permissible under State Law and must be reversed. 

2- The association incurred a loss for the year December 31. 1976 on 

Loan No. 3450 in which the property was taken by the city. This 

loss was for $949.96 and was charged through operations. For GAAP 

accounting this charge is acceptable, however, for State purposes the 

loss should have been charged to the Reserve for Bad Debts. 

Review of the borrowed money reflected that the association did not 

monitor interest billed by the bank or interest which should be due. 
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0. Review of various selected expense accounts revealed the following: 

1. Five employees received bonuses in varying amounts which were 

reflected in the miscellaneous expense account which should have 

been charged to Payroll Expense. 

2. The association charged $324.78 to the miscellaneous account for 

a trip made by Robert Gordon. This should have been charged to the 

Officers & Directors Expense Account. 

3. The $300.00 FNMA membership dues should have been charged to 

organizational dues. 

4. Finally, the $10.00 remittance to the Maryland Department of Assess- 

ments & Taxation should have been charged to the Taxes Expense 

Account. 

P. The journal vouchers prepared by the CPA for 1976. 1977 and 1978 were 

not being maintained by the association. 

Q. Interest accruals were almost double the actual collections being made 

by the association in December 1977. The purpose of this accrual is 

to reflect a "reasonable" estimate of income which is to be collected 

in future periods. The delinquiency problem was ignored by the 

accountants when the interest was accrued in that no adjustment was 

made for uncollectable interest as noted elsewhere in these comments. 

R. Review of the annual reports for 1976 and 1977 submitted to the 

Division did not agree with the general ledger or the CPA reports. 

The 1977 annual report did not reflect year end adjusting entries 

and these entries were not booked until April 13, 1978. 

S. Review of prior loans records reflected that two loans were sold to 

Merritt Savings and Loan "with recourse". The two loans amounted to 

$268,446.00 and were not disclosed in the financial statements as a 

contingent liability. 1 

Convnent 6.1: Interest Accruals 

In light of the delinquency problems previously discussed in these 

comments, the examiners reviewed the association's policy with respect to 

accrued interest on mortgage loans receivable. Under both generally accepted 

accounting principles, as well as the regulations of the Federal Home Loan 

Bank Board, a Reserve for Uncollected Interest account is established where 

interest is accrued on loans which meet the following crieten'a: 
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1. Earned but uncollected interest has been due and uncollected 

■for more than 90 days, 

2. Foreclosure proceedings have been instituted, 

3. Collection is doubtful due to chronic delinquency. 

In the alternative, interest simply Is not accrued on loans which met these criteria. 

The examiners reviewed the workpapers of the association's accounting firm 

and isolated all loans on which: 

1. Interest accruals had been made although Interest was due and 

uncollected for more than 90 days, or 

2. Interest accruals had been made on loans which have previously been 

modified and were currently 90 days or more in arrears (note: 

prior modification Involved capitalization of delinquent 

interest), 

3. Foreclosure proceedings had been Instituted. 

The examiners' review disclosed that 33 loans met the first two criteria 

listed above. These loan Nos. are as follows: 3387, 3448, 3604, 3615, 3638, 

3639, 3644, 3652, 3664, 3691, 3725. 3767, 3775, 3785, 3801, 3822, 3828, 3878, 

3880, 3897, 3912, 3924, 3930, 3937, 3947, 3949, 3952, 3958, 3961, 3992, 4039, 

4050 and 4069. 

Additionally, the examiners noted that foreclosure proceedings had been 

instituted on the loan Nos. 3912, 4044, 3961, 3725, although interest was still 

being accrued on these loans. An interest accrual for the year ended December 

31, 1977 was made by the association's accounting firm in the amount of $118,781.01. 

By adjusting these figures for the excess interest (over 90 days, etc.) accrued 

by the association's accountant, the examiners calculated that interest was 

overaccrued in the amount of $24,449.84. 

The examiners discussed this matter with the association's accountant, 

Mr. Barry Glass, and he advised them that he didn't know what policy was followed 

by the association with respect to interest accruals. Based on the above 

analysis, it is apparent that interest on loans is continually accrued without 

respect to the current status of the loan. The association is directed to 

establish a specific policy with respect to interest accruals and to direct its 

accounting firm to comply with this policy immediately. 
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Comment 6.2: Arrounting Deficiencies - Monumental City Sprvice Corporation 

An examination of the books, records and accounting practices of Monumental 

City Service Corporation revealed the following: 

A. The total of the subsidiary mortgage loan accounts was $1.75 more 

than the control account 1n the general ledger. 

A further review of this subsidiary reflected that: 

1. Several of the subsidiary loan sheets do not clearly reflect 

the loan amount and unpaid balances of the loan. 

2. Loan No. 1260-78 reflects that the loan Is $15,000.00. 

Monumental's Interest In this loan is actually $10,000.00. 

B. Monumental 1s servicing 2 (or more) loans In which 1t is participating 

with other lenders. 

These participations are not reflected tn the general ledger accounts 

nor is any of the remittance to the participant reflected. The 

service corporation books only Us portion collected, and does not 

appear to even get a servicing fee. 

C. The trial tapes are not run on at least a quarterly basis as required 

by Regulation .08. 

D. Loan No. 965-77 to Gilbert Sapperstein which 1s discussed in Comment 

1.5 1s a note loan and Is reflected 1n the mortgage loans receivable 

account In the general ledger. A specific account 1s set up for note 

loans In the general ledger but is being used inconsistently. 

E. The records for borrowed money were not completed so as to indicate 

the balance owed after December 31, 1977. 

Several notes and renewals of notes could not be tied into the 

general ledger. 

F., The adjusting and closing entries for the year ended December 31, 

1977 were not posted until April 1978. Further review reflected that the 

general ledger had not been posted for January, February, March and 

April of 1978. This violates Regulation .08. 

G. The entries in the general ledger and cash receipts and disbursement 

book were insufficient to obtain a February 28, 1978 Trial Balance. 

The records were reconstructed from the checkbook and deposit records. 

-15ccc- r9'M:& 

2 5 i 



A 

(• 

H. The annual report for Monumental City Service Corporation had not been 

submitted to the Division for the year ended December 31, 1977. 

I. The checkbook for Monumental City Service Corporation was reviewed 

and the following wa's noted: 

1. Reconciliations are not performed monthly per Mr. Glass. 

2. The checkbook Is not maintained with a running balance so that 

the amount in the account can be determined. 

3. No explanation is provided for checks which were written in the 

checkbook. The dates for these checks are also not In the 

checkbook. 

4. The checking account only requires one signature. Good Internal 

control would dictate two signatures be required to Issue checks. 

5. The examiner did a proof 0f cash In the checking account as of 

May 11, 1978 and found It overdrawn by $8,289.77. 

Comment 6.3: Loans-in-Process 

An examination of the records supporting the Loans-in-Process account In 

the general ledger reflected that the funds are kept In savings accounts which 

designate Jeffrey Levitt as trustee. The examiners requested to review the 

passbooks to examine the disbursements made out of the accounts, but the associa- 

tion could not produce the passbooks. No subsidiary cards were maintained In 

support of the loans-in-process account. In order to determine the dates and 

amounts of the disbursements made from these accounts, the examiners had to 

review the monthly printouts which disclosed when the accounts were established 

and when disbursements were made from the accounts. 

The association should maintain subsidiary ledger cards to provide an 

accountability for the balance held in escrow and to detemine that the draws 

are being properly disbursed. 

Comment 6.4: Independent Auditor;;? 

In accordance with routine examination procedures, the examiners made 

numerous requests of association personnel for accounting related materials. 

In most instances the examiners were referred to the association's accounting 

firm, Glass, Friedman & Trivas, C.P.A. When the accounting firm was contacts 

by the examiners, they indicated that they did not perform the functions in 

question. After this occurred several times, the examiners requested that 

management advise them, in writing, as to the duties and functions of the 

accounting firm. This letter was never provided. 

1-9-1 !U 
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During the course of the examination, the examiners noted that numerous 

entries were made on the association's books and records by the association's 

accounting firm, however, this procedure has not been approved by the association's 

Board of Directors In the minutes. Additionally, many entries made by the 

association's personnel were not booked by the accounting firm. It was apparent 

the examiners, that the accounting firm was making routine management decisions 

as to which accounting entries should be made. This day to day involvement in 

the association's operations greatly reduces the independence of this accounting 

firm. Through May 31, 1978, the accounting firm had been paid 1n excess of $13,000 

for accounting work performed in the first five months of the current fiscal 

year. Consequently, we must advise the association that t:,e.association must 

retain another accounting firm to perform the annual audit required by 

Regulation .06. 

Comment 7: Minutes 

A review of the minutes of the meetings of the Board of Directors and of the 

Executive Committee of the Association reflected the following: 

A. No attendance was recorded for the Board of Directors meetim held on 

June 7, 1976. 

B. The minutes did not reflect significant detail concerning delinquent 

loans and discussions of said loans (Based on the delinquency problem 

experienced, it would seem to indicate that very little Board 

action was taken to correct the problems). 

C. Dates payable on dividend declarations as well as the dividend period 

were not stated as required by Article 23, Section 161FF(c) of the Maryland 

Code. 

D. Proper allocation to the reserves before dividend declaration was not 

recorded as required by Article 23, S^rtlon 161EE of the Maryland Co-le. 

E. The minutes were not maintained on sequentially numbered pages for 

proper control. 

F. The minutes of the Executive Comnittee reflect very little discussion 

of underwriting criteria used in granting loans. The only information 

recorded is loan information (i.e., amount, term, rate and points) fid 

approval noting who abstained. 
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G. Alan Pearlstein and Nathan Wechsler attended only 4 and 5 meetings, 

respectively, of the 23 meetings held by the Board of Directors since 

the last examination. At the same time, these directors received 

renumeration of $100 per month. On June 13, 1977, the Board adopted 

a resolution which authorized the payment of Directors fees regardless 

of attendance, subject, however, to Board approval. 

H. Officers were not elected for 1977 and 1978 after the annual meeting as 

required by the association's charter and by-laws. 

Comment 7.1.' Minutes - Monumental City Service Corporation 

A review of the minutes of the meetings of the Board of Directors of 

Monumental City Service Corporation reflected that: 

A. The Corporation is being managed by only 2 directors. State Law and 

the by-laws require a minimum of 3 directors. 

B. Minutes of previous meetings are not read and approved. 

C. Delinquencies and borrowed money are not noted in the minutes as 

being discussed at the meetings. 

D. The Board does not approve actions of the loan committee in the 

minutes. 

E. No minutes were kept for February, March, April of 1977, as well as f>-om 

July 1977 through the date of the examination for the Board of Directors. 

F. insurance commissions were collected in the amount of $300.05. The 

corporation has no insurance license and has violated the licensing 

provisions of the State Insurance Code found in Article 48A of the Code. 

G. The officers and directors of Monumental are not covered by a Bo-id 

for Monumental nor is there an endorsement to that effect on the 

association's blanket bond. 

Comment 8: Mortgage Hypothecations 

A review of the records supporting mortgage hypothecations revealed the 

following: 

A. Loan No. 3829 and 3919 have two hypothecation agreements signed by 

the pledger but neither makes reference to the free share accounts 

which were pledged as security for the loans. 

B. Loan Nos. 3831 and 3913 are additionally secured by hypothecations, 

but the account is not cross-referenced on the mortgage card. 

HM':; 
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C. The teller has access to the hypothecation code which is necessary 

to make transactions affecting the hypothecated accounts. 

This function should be controlled by the manager to insure that proper 

control 1s maintained over the release of hypothecated accounts. 

D. The association released a hypothecation securing loan No. 3681 in 

accordance with the Executive Committee's approval in the minutes 

dated June 21, 1976. A further review of the matter disclosed that 

this hypothecation was released because the loan was assumed. There 

was no evidence In file pertaining to the credentials or stability 

of the borrowers assuming the loan. A review of the payment pattern 

of the borrowers who assumed the loan indicated that this pattern Is 

very erratic and Irregular. Since the assumption on or about 

February 28, 1977, the borrower has written six checks which have 

been returned due to nonsufficlent funds. 

The Board also apparently Ignored the terms of Its own pledge 

agreement as twice the amount of the hypothecation had not been 

paid to principal as required by the agreement. 

' It was also noted that Mr. Zell Hurwitz. who 1s well known by the 

association's officers and personnel, and Mr. Stewart Greenbaum, a 

Director of the association, hold second and third mortgages on this 

property, and in the opinion of the examiners, appropriate foreclosure 

action has not been taken by the association because one or both 

of the individuals listed above stand to lose their investments. 

This is not in the best interest of the association or its members. 

Comment 9: Conflict of Interest 

In addition to the numerous conflicts discussed in the association S 

lending operations noted in comment 1, the examiners have also noted the following. 

A. In September of 1974 and 1975, the association's Executive Committee 

entered into two leases with Mr. Albert G. Aaron for the premises located 

at 416-418 N. Charles Street and 414 N. Charles Street, respectively. 

Both leases provide for a 5 year term and sjnce the inception of these 

leases, the association has expended $34,767.75 for leasehold improvements. 

Neither lease contains any provisions for renewal terms or projected 

rental rates upon renewal. This arrangement causes us considerable 

difficulty as Mr. Albert Aaron has become President of the association 
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since the execution of these leases. Consequently, we must require 

that the proposed terms for renewal of these leases be submitted to 

this Division for written approval prior to the execution of any further 

leases with Mr. Aaron. 

B. In reviewing the minutes of the Board of Directors meetings, the 

examiners noted that on February 13. 1978 "Board approved a retroactive 

payment of an appraising bill from Harry Gilbert for $1,250.00. Said 

bill was for appraising a farm owned by Albert 6. Aaron, that Albert 

Aaron was going to pledge with MSSIC". MSSIC had required that the 

directors hypothecate a substantial sum with MSSIC as additional 

protection for the insurance corporation. This was a personal 

obligation of the directors and was not an obligation of the association. 

Accordingly, this appraisal fee of $1,250.00 was also an obligation 

of the directors and should not have been paid by the association. 

The Board is directed to reimburse the association In the amount of 

$1,250.00 which was wrongfully paid from the association's funds to 

cover its own obligation. 

Corrvnent 10: Insurance 

A review of the association's insurance and blanket bond policies 

revealed the following: 

A. The association's liability insurance 1s evidence by a binder 

only. The association did not possess an insurance policy. 

B. The association's blanket bond reflected no endorsement covering 

the service corporation's officers and directors. 

Comment 11: Annual Meeting 

Review of the notice of annual meeting published on December 22, 1976 

reflected that the required 20 day notice was not given as prescribed in Article 

23, Section 161(S). 

Conment 12: Management Questionnaire 

On April 3, 1978, the examiners mailed the standard management questionnaire 

to all Directors and Officers of the association, as well as the association's 
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attorney. 

No response was received from Directors Stewart Greenbaum and Alan 

Pearlstein to this questionnaire. 

Additional requests were made to Albert Aaron on June 15, 1978 in an 

attempt to obtain this and other material. As of August 14, 1978, the 

Division still has not received these questionnaires from the above directors. 

On other occasions, the examiners requested certain Information from the 

association s attorney, Jeffrey A. Levitt, concerning the Service Corporation 

and loan foreclosures which was not received on a timely basis. Although this 

information was received after repeated requests, Mr. Levitt's non-cooperation 

severly hampered the flow of the examination. 

Comment 13: Advertising 

A review of the advertising policy of First Progressive revealed that the 

association is using a form letter to Inform their depositors of the fact 

that as a depositor in First Progressive they are a member of United Buying 

Service. 

In the third paragraph of this form letter the following sentence was 

noted "BESIDE GETTING THE HIGHEST INTEREST RATE AVAILABLE, I WOULD LIKE TO INFORM 

YOU THAT BY BEING A DEPOSITOR IN FIRST PROGRESSIVE YOU ARE A MEMBER OF UNITED 

BUYING SERVICE." 

This language is contrary to the Attorney General's Opinion No. 21 dated 

January 29, 1969. This opinion states in part "It is obvious that in mutual 

savings and loan associations the sums apportioned among the free share account 

holders are dividends based on profits of the association after the close of 

the period for which they are declared. Accordingly, we believe that It would 

be improper to refer to the division of profits as interest rather than dividends". 

Also, it should be noted that several State-chartered associations 

are offering higher dividend rates than First Progressive, therefore, the 

reference to "Highest" rate is also not factual. 

Accordingly, the association is required to review all of its advertising 

programs for compliance with the above and discontinue-the use of the mailed 

material which contains the above language. 
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Informational Comments: 

Reprinted below in their entirety are memorandums from the Deputy Director 

of the Division, as well as the examiners Involved in the examination of 

First Progressive. 

MEMORANDUM 

TO: Charles H. Brown, Jr., Director 

FROM: David H. Wells, Jr., Deputy Director 

RE: Report of Examination of First Progressive Savings and Loan Association 
as of February 28, 1978 

DATE: September 14, 1978 

I have devoted my entire time for the last three weeks In reviewing this 

report of examination, questioning the examiners as to the substance of Ueir 

comments and finally rewriting many of the comments in the report of examination. 

The comments presented 1n the report of examination are factual. Editorial 

statements or opinions of the examiners or myself have been eliminated to the 

greatest extent possible. Nevertheless, certain things have to be said and 

they are Included in the examiners' memorandum which follows. I endorse the 

conclusions of the examiners completely. 

MEMORANDUM 

TO: Charles H. Brown, Jr., Director 

FROM: Paul R. Freeman, Examiner V 
Glen C. Burger, Examiner IV • 
Charles J. Marshall, Examiner III 

RE: Report of Examination of First Progressive Savings and Loan Association 
as of February 28, 1978 

DATE: August 30, 1978 

At the completion of this examination, we had an Informal meeting to discuss 

the findings of our examination. We unanimously concluded that the people who— 

are currently operating First Progressive Savings and Loan Association should not., 

be permitted to operate a savings and loan association. This statement is not 

made lightly as not one of us, either individually or collectively, have made 
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luch a stateraent b.f.re. logoth.r, wc represent o.er Z1 ,e.rS of experience as 

avinys and loan exaniiners. 

As evidenced by the previous r^nts. First Progressive Savings and_Loa^ 

Association is not being operated in the publicJn^restj^^ 

I.w and we reco^end that either - cn.r.Unrv merger be effected or that a__C 

conservator be appointed. This recommendation is based on the following 

conclusions which we reached as a result of cur examination: 

A. First Progressive Savings and l.oan Association Is not being operated 

in the public interest but rather in the interest of the officers 

directors of the association, as well as a select group of individuals 

to whom we refer to continually throughout the report of examination. 

B. In April of 1976. the Division Issued a report of examination which 

was highly critical of the association's management and lending 

practices. Another report was Issued In connection with a special 

examination made In October of 1976. As a result of that special 

examination, the association's manager. Mr. William G. Conkllng. . 

was fired. 

Since that time, however, the association has demonstrated that the 

problems at First Progressive went much deeper than Mr. Conkllng s 

ineffectiveness as manager of the association. Management has 

demonstrated a total disregard for State statutes and regulations 

which establish lending limitations and procedures. Due to the 

pervasive self-dealing which is discussed in the report of examination. 

First Progressive is a burden on the community which it supposedly 

server. . . 

C. Due to management's inability to properly control the operaUon. o is 

savings and loan association, the Division has expended an Incredible 

number of man-days In examining the activities of the association. 

The figures below do not Include time spent by supervisory personnel 

in finalizing the various reports of examination, reviewing monthly 

reports submitted by the association, and handling general correspondence. 

It is our opinion that the various examination teams have been used as 

"managers" for this association since practically every area of the 

association's operation has been subject to comment. Year after year. 

the people at First Progressive tell us that corrective and positive 

action will be taken. The number of man-days expended by this 

Division - reviewing First Progressive's operations indicates vj 
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these statements are nothing more than puffery. The man-days are as 

follows: 

In a similar time period, the Division would normally have expended 

roughly 50 man-days in examining a moderately well-run $10 million 

savings and loan association. Currently, the Federal Home Loan Bank 

Board, the Comptroller of the Currency, as well as the State Bank 

Commissioner's Office, bills each respective financial institution 

on a per diem,, which ranges between $100 to $130, depending on the 

examiner's experience. Using the lowest figure, this Division has 

expended approximately $39,000, not Including supervisory time, in 

reivewing the operations and activities of this association in the 

last two years. 

One last point is important. The problems noted in our examination of 

this association violate not only the provisions of all pertinent statutes 

and regulations but transcend the bounds of acceptable savings and 

loan practice. The policy statement contained In Article 23, Section 161A 

of the Code, provides that "The savings and loan business...is affected 

with a public interest and shall be supervised as a business affecting the 

economic security and general welfare of the people of the State." 

Furthermore, Article 23, Section 161K of the Code, authorizes a Court of 

competent jurisdiction "to appoint a conservator if it finds that such 

association: (1) is in an impaired or insolvent condition; or (2) Is in 

substantial violation of any valid and applicable law or regulation; or 

(3) is concealing any of its assets, books or records; or (4) is conduct- 

ing an unsafe or unsound operation". In our judgment. First Progressive 

Savings and Loan Association meets all of the above requirements except 

number {l)--it is not in an impaired or insolvent condition. From the 

preceding examiners' comments, it should be clear that this association is 

in substantial violation of practically every statutory aid regulatory limit- 

Regular examination as of April 15, 1976 70!j man-days 

64 man-days 

61>s man-days 

12 man-days 

239's man-days 

390 man-days 

Compliance examination as of July 1976 

Special examination as of October 31, 1976 

Compliance examination as of September 1977 

Regular examination as of February 28, 1978 

Total 
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ation imposed on an association's lending activities. Numerous other 

statutory and regulatory violations also exist. It should also be clear 

from Examiners' Comment 2.1 which discusses mortgage loan foreclosures that 

the association is concealing or misrepresenting its assets in that It 

does not reflect properties acquired through foreclosure sales as 

real estate owned but rather leaves these properties 1n the mortgage loan 

receivable account. Obviously, the requirements of subsections (2) and 

(3) of Article 23, Section 161K of the Code, have been met. However, 

the biggest problem we perceive at the association is that It is 

conducting an unsafe or unsound operation within the contemplation 

of Article 23, Section 161K(a)(4) of the Code. In support of this 

statement, we offer the following: 

1. The association's service corporation financed a transaction in which 

a person who is well known by the association's officers and directors 

purchased a property for $10,500 and sold it the same day for $31,000. 

This was done on the basis of a $9,500 appraisal. 

2. Officers, directors, and persons who are well known by the associa- 

tion's officers and personnel have assigned or sold loans to the 

association which they had personally granted. 

3. The association's president assigned a delinquent mortgage loan to 

the association without obtaining any information to substantiate 

the value of the property offered as security or the credit-worthiness 

of the borrowers on the loan. 

4. The service corporation granted an unsecured note loan to a person 

who is well known by the association's officers and directors. 

5. The association's attorney has charged borrowers for title insurance 

on 20 loans and yet has not provided policies to the association. 

6. The association does not require persons who are well known by the 

association's officers and personnel to make mortgage payments and 

continuously grants these individuals loan modifications and/or 

consolidations in which delinquent and unpaid interest is capitalized 

and added to the principal amount of the indebtedness. 

7. At the same time, the association has adopted a vigorous foreclosure 

policy with respect to borrowers who are not well known by the associa- 

tion's officers and personnel when it is apparent that foreclosure will 

be a profitable venture. 
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hen a bink "Mch (he . 
corpordtion's ll„es crcdit 

Se"<« 

" collateral ,h 
10 

tr----^r::r:::tor- 
"soclatlon possessed no interest in the^ COnateral a1th0U9h ^ 
d«d of trust note was executed by a Per ^ C,UeSti0n- ^ 

^e association's officers and erSOn ^ ^ Wen ^ 
cers and Personnel. 

■ association financed the sale of * 

Wen ^ b> the association's officers37^ ^ ' P"SOn ^ ^ 
tf0" with that sale the sell ^ PerS0'lne'- connec- 

"vlngs and loan association th e«lement costs. The 

the seller. ^ ^ -ond mortgage frc 

,0- ^ aSSOClat,0n P-h-d a substantial interest in a 
with another association in i Partlcipation 

delinquent frcxn the day 1t v 
03,1 WMCh ^ C0nt,nu0l'^y 

"s b<Meve these examples Mhen taken 

"" reMn 0f are 11 lustrat"ve"of'the^ "'f0n"",°n 

jqrr-—  

0HW:cam 
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marry hucmcj 
».OVf «N0« 

STA TE OF MARVL AND 

department of licensing and regdlation 

SAV"'GS SN0 L0AN ASSOCI AT IONS 

CHARLES H. BRO»IJ, J 
H'Bf c 1 Oc 

JOHN J. CORBLEV 
" ».r T « M v 

May 26. 1980 

Board of Directors 

LLnr?9reS.s1ve Sav1"9s and 
Association 
N0rih Charles Street Baltimore, Maryland 21201 

Gentlemen; 

of examfnatlon'of your^ssoclation'bv C0'nmfnt ' C0PJ' of the report 
Maryland Division of Building Saline a^ r®" rePr«ent1ng the 

statutes and relations and does'n'ot^oSs^f^^^n^SljM'?h"e
d
se 

"e request that the Board review thA 
and specifically direct Its attention !„ ^/cPOrJ of "^^atlon 

on pages 15-151 of the report which r.^f E*ain)ner5' Comments 
Although there has been a noticeable w correct*'e action, 
tlon's record keeping and bookkleolno nr^T6"' in the a"oc1a- 

Ir^these areas!16 CXi'inerS 

granC^e;h^e^loahnse^^{h^lm^^nL^nf0^l^d the association Iso.ooo Without the benefit of an annrf? i'000, ^237»500. and 
tlon . 29A (2) (b ) Twn of fL? appraisal as required by Reaula 
must roou 1 re tha t the as so"?! 11^'s t ?« 
Ports In support of each loan. detailed appraisal re- 

tlon Is6"tln^experiencing6^fflcult^l6 ref'orted that the assocla- 
rate title certlfUallons'and poMcle/j re"Jv,ng timely and accS- 

Approprlate steps should be taken to correct ^1!^,'J'aUon3"0''"^- 

del Inquent1 accounts a'^of'fhe'e^mlnat?9 bj'ance of the association's 
as of the examination date, representlno^ Ht?/0taled $630.209.80 

tLl tal rnortgage loan balances outstfn^ qUunCy rat10 of 7-1J 
that management provide this 01 vis Ion 9' e must request 

vision with a specific list of these 

IIIB5 2b3 



Board of Directors 
First Progressive Savings and 

Loan Association 
May 26, 1980 
Page 2 

current?' ^ S,,eClf1C $te,,S ^ tak- 

Jh%c
b

ooo"k;^j^re
tSo%sro}n5o"u«n

ti.,ti^rst^vu{«8 % 
tl>»t «an«Se,.nt tdvl.e ihij D?yt "n o?P?he »eclfU 

action taken to resolve each of these deficiencies. *P 

The most serious area of concern Is hlohllahted In COtRRent 2A 

JS?r«XJlJlearJtli„Vew^KPOrt€d t5a5 ^ ■■ WocRtSn" la;0l!R"i.k2; any 
lolnchlix JS-J2 resoect to five usurious second «ortflage 

loans held hi fhi ?ssof^t1on elflht usurious second Bortoage 
to comn^nt fllf «€rV corporatlon.- These loans were subject 
that tht lJ^4Jf*pr1or/e5or,t,0f e*«"1n^t1on. and we must require 

The Board of Directors Is requested to hold a meetlno to dlsetis* 

»?Se ?h1s
enM, 'et^r •""/ePort of exJJnlJlon «„d to ,d! 

lo SP"1f1C c0rrect1ve J 

tl tKe10lJis1oJ[e2lthf„t!!J^j!lOHiop1ei
J
oLth1s resPonse be forwarded 

be forwarded to the H.ryl.nd SaJlngJ-ShareSnsuran?® cJrpSratloS?"" 

Very truly yours, 

OUjUsS. 

Charles H. Brown, Jr. 
Director 

CHB:DHW:cp 

Enclosure 

cc: Maryland Savings-Share Insurance Corporation 
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STATE OF MARYLAND 

DIVISION OF BUILDING , SAVINGS 

AND LOAN ASSOCIATIONS 

ONE JOUTH CALVERT STREET 
BALTIMORE, MARYLAND 21202 

REPORT OF EXAMINATION 

OF 

FIRST PROGRESSIVE SAVINGS AjjD LOM ASSOCIATION 
N^me of AmoculUOC 

 <16-418 North Charlei Street 
Street aryi Number 

  >Urylwd 21201 
City Sute 

Aa o( CIom of Business 

Zip Code 

Paccs: 
AW 

   P«c«t>er 31, 1979 

"e.lo'r!"' Vy -r. not tppllcabli: 

2G5 



S«vln«t AccocnU 
ln#ur*d by 

EXAMIKATION AS OF 

Dprwnh"" aL 197^ 

(I 

(21. 

Krrr shnrr or g.vlnt. AcgounU 

So- 1454 

n( Bf«ncK<t 

HL 

Loan> 

Spntpmho- 1(?11 Mutual Decenbpr J]  
2nd Monday 3-31, 9-30 

n«lr CharUrrd SlocV or Mutual Y«ar« End Annual Meriinc 
i5 6-30. 12-21 

Dividend Raif 
•nd Prriod 

OFFICCRJ AND DIRECTORS 

N«m« Addrrt* 

Alh^rf r. flflpnn 

'2' StPW?irt il nrPPPPhainr; 

i3:-U£th£tL^flndl£r. 

3qnfl N ^ 

City 

Baltlmnrp 

Offictr 

Prcsldpnt 

Director 

Vlrp Prpclfjppt 

(ai N«»hi»n tfPr^irr 

Th™M< StPlnhnrnt 

■im Paul R. Frpffimn 

'Ml     

8401 Cnnnprtlcutt «v. rhf.YY rhf|1r 

2503 P«rr1n(idon Prf. 

1935 Hnri flyp, . Hestninister r.^ntroller 

• 12' . 

•n». 

' N • . 

• I * » . 

C«An<»l 

■ Albert G. Aaron 

- —416 N. rh^rles St. 

Biltlmore. Maryland ?1?m 

Accountant 
N"™»  Glass. FHeijman. and Trlyas 

am~.. 222 St. Pai/l   

Baltimore. Maryland 21?n? 

Period of Examinatlo 

h'rom -2-H-9Q T° 3-PP-Hn 

Emmlntf-ln-Chartr 

Thomas J. Buraer 

2uG 



COMPARATIVE PERCENTAGE SUMMARY 
CURRENT rREVOUSEXAM,N.T,n. 

Dc£mh&r_2L,—D.uFphnijlry £&, lsZ£_ 

1* Total As««u 

2- R«<«vt for Bad OabU 

■1. UodlTtdtd ProTiu .ad 

*• Flr.t -orlj,^ Io«d« 

5. Ormnd rtnia owned 

«. L/qoid Aaarla; 

<•) Caah 

'b) lnv«al»«nU «.curttl,a» 

M-SJ.I.C. dapoait 

Total Liquid Aaaala 
Slow Aaaata: 

<•1 Hlow a,ort,«^. loan, 

<bl Raal aaUU Owned 

<«' Omca BD(ldlR4,4Iaiprtr„^BU 

<dl la..arh„H Imp^vrmanu (n,,) 

<"» Furniture 4 FUturrn (net) 

<0- 

Aao«ai * ioToul 
A«a«u Amount * to To(«l A*iiei» « 10.005.i 10.704.91^,^0 

^'175,Qfl- -2^-% ' 204.775.(2^ 1.9 

♦ 8 9 --211-* »- zLssm 
8,?78,3n 15 22^.* •-^141^14 92.9 .. 
 J., 

Toul Slow Aaaeia 
8. Borrowed Monry 

n. Oprratin* ralioa: 

'al Groat operalin* Incotn. 
(lUm 9, Pare 41 

<hl Total operating expenae 
25, Pa^e 4 and Iten 29. p,„, 5| 

(c> * O**""1"* "Penae to oper®! m* income 

ld> Net operating income 
(Ilarn V. P.,, 51 

<»• Dividend! Ipare 61 

<0 * Dividend. t0 op,,,,^ lnccifi>j 

!«• Tntal aaaeta al end of nac.l y#,r 

l»i> * Oparalin, „pen., ,0,,, 

<i> Share liabilKy at end of fitctl 
year 

•i> * Net income to aha™ Ijabllily 

'kl Reaervc for Bad Debta 

* Raaerve for Bad Debt, • o Sharr Liability 

i 254.4Qf;|?p 

 22a*3flQJ)£L 

$ 630.?00 ^ 

 -0- 

 23.PRO Ar> 
 47.777 09 

» 7QQ.77fi,p9 
« 1.630.Qiyi.nn 

Vaar gnd^t _ PpQWTlhpr 
AaocpU 

» 139.973.9j 

no 

35R-^,9R 

—^2-* •—12.1 

-21X18£LZ1 

PK-lto ycj 

_49.oqn.R3 

—2^-% » 1.395.870.^ T3.T > 
*- 1.200.nm.on n.2 ^ 

•—Uni4*22jL22. 

• 345.356.4] 

•—eqfi.qtfl 

» 600.?^.IP 

I lQ.f)n5,74fl ^ 

Year F.nrieH _ Decprnhpf 3], ]07fl 
■^at*0- Amounta R "" - R W ( 1 OA 

'—I.QM.Q^Q V 

» 276.336.9n 

737.fi1? y 

sge-SftO-l/ 

»• 1. 8.95n.Rn4lfl] 

• ^.e75.m 

lial Toul Net Worth 

<"» * Total Net Worth 
to Shnrr Liability 

- 7.fi T 

o c 7 
f* U I 

T^hl 



STATEMEKT Of CONDITION Exhibit A 

M Of^  
  De£finb£r_ai__. 19 79 

assets 
'• rint "Ort*.,, loaru: 

"" Ft,t ■<**«•*• iwt rwlBetloa ICMIU 
Ftr»t mcmt.f, dml) ak<r, lo.M  l-BJSlliZlLAL 

«• f JO. mangngw loau   
0.1. »ort^«f« loana      

*• "<*<*• r» Itwlrtt loaaa "       
f. Paniclpatioii lo*n>_ 

A«™«<i tnUirtt Me.ly.bU m rir.)     119.41, 
' A<i,,nC" rw *ir., « nr..       

SohortiMtad Lien.:  —  2.120.99 i___8x9781323.35 • - i > j fccood Uomm„,     
Accn»d inUn.l rtclvbU or wcood mo^„. 

Lo*n• on all otker ..corilr- 
b. UaMcw*d lo.ft. 
c. Accr^i Inurv.t i»c,lv.bl. on o(h*r lo.n,. 
Rr.l E>i.te Sold nn Controct; 

R..! r.UI# .oid on cnnind. 

"• ^civ.b!. or »., „„ pn[Mrm^ ^ - ^ .......or old on contract. 
• R».l *.UU owned (excluaiv. of oCHc bldi.l 

7. Ground Ranla Owned   

^ f'A [. ASSETS 

Advance, for u„.. (nawanca. au.. o. aacond .or^^.     
•1. Krre 8h«rv Account Loans: 1 —     

n. L^Mn. aecured by accounla of Uiia aaaociation , nr nm , 
H. Arerued ^ 

4. Other loan.;  136.902. 7fi 

*• Inve.tAenta; ~ '    48.284.00 
•• Stock la Feder.1 Hob. Loan Bank 
>>• Federal Home Loan Bank Sjcarlt I..    *    
«• ^-9. Conrnment oblig.llona  "  
d. Other invaatment aecurlliaa "     

P. MJJ.I.C. Dapoait finrl r>n»r«1 '  ;    

11' Caah *S"V,C* Cnrp°r"l°B- ~  229.300.00 
' Caah on h.rwH ~  1M^73 

b. Caah in h.fik« t 2 *000.00 
  ?5?.aqfi Q? 

12. OfTlca Buildin* <|f owned):    254_l496_.92 
«• OfTiee bolldlnf and li.preve»enl^  
l>. U.a allowance for deprrclallon *    

M. I^a.ehold Imivovementa: ' —       
Lea.ehold Improvementa  

h. L... .Ilow.nc. for .laorllratlon 1 3?l317|4Q 
'<• Furniture, a(e.: ~  15.0PR.ftQ 23.289.40 

FumUure. filturra and oquipmenl 
h. Le" •Howancea for depreclaKon' ~ —  ■ 71 iSQSiP? 

"V rVfrrred chant.  ^4.22fi.QO 47.277.09 
Ifi. Olher a.aela (Schedule 6, Pa» 141  21.221, 59 
'7. Accn/Pfl Intprpst Rpr.fYVM^ -CD- i    22.212.35 

     13.97^7 
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Fr»« accoonla: 
•• don er^llUd.  

Dvduct—Oallnqovnt do** (If c«ri*dl. 
SoMoUl 

STATEMENT OF COMOITION-<C«rtlB^) Exhibit A 

CAPITAL AND LIABILITIES 

Add—Olvidvnda (ynUtt laclsdtd la 20-«). 
Ntt fr»« liaullwtri tlMnt. 

k. Sarino Ind aocouaU (p^Mnt. ,nd HrU.*l.) ~    ?l6^3i761.03 
e. VarUblt DHrld.ad CtrtlflcaU.     
"■ s'n^l• .km,, (pym,*. ^ diwdaad.)    4.498.[M, 77 
*■ iharn (pajnaaaU and dlrtdandil  ~ "  
f. HxpoOtacatod Shar. Accounu-Mort,.,, Loa^    —,  
». Pl>dwd gh.w Actounu-fwa gh^. Accoaat Loaaa V   
h. Incom* Sh*r»« — 1 36 t902 . 76 
I.  "      

Total Sh«r« AccounU:. 
21. OtK«r AccovnU: 7 > 500 .15^!^ 

Ckriatiaaa CTIuK.   
Vacation Claba —— 

30. Advanc* paymanla: 

'• ^fio b.  » 164.571.fifl 

nfin.OO 
mmiii 

.4.076.00. 

■ . nenerve ror had d*bm     
b. Fadrral Inauranca ra»arva (If in«urad) * 

d. 

TOTAL CAPfTAL AND LIARILITIRS 

Total Oihrr Aeeounla _ 
22. Advancaa rh>ia Fadaral Horn* Loan Rank      
23. Borrtmad laonay: "" 

•. From bank. (Scbadola 8. Para U)    , 
b. From othara (SchaduJa 8, Pafa 14)"" "    t -i *630.000 .QQ 

24. Mnrtawa^* on rral owtata ownad '  1 «630 tOOOa 00 
2.'i. Inicrrai nccruwd on ilriaa 22 , 23 and 24   
2fi. Divldanda daclarad. unpaid and uncradilad  —    
27a Taxaa accnjad and unpaid on raal atUta owned         
28. Account* payable   * — 
29. Loam in proca>«     

31. Olher liabititlc. (Schedule 7, Parv 14t * ~  164,571 .88 
■12. Deferred credit, lo future opcraUoaa: "  76,258.18 

Fa onemied lawn^aww^w^w^! Cfmi   I 

33. Specific raaarvea;      7.570.00 
a. For uncollactad inlareal   
b. For aubordinalad ltan»   '    
c.   ' ——————.     

34. General ranervaa. "" ' 1 

Reserve for had debt*. 

.15.     
"W. Undivided profit■       
17. fo, a.tin,ated dividend ^quirement.     
•(o r -  41,698.35 «. Current earrnn,. (tf mtarim ataUment) ^.h, fIvi.d lg    

in.nos.74P P/ 
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Exhibit B 

^ ^ T*"" ^o*n—" 
•h—• 

.d" ^ r' "Uir*«>W contr.^  
V £ l-"1— •Bd '-"k 1.PO.IT 

•-aauo^z^ ,—zsa.efii^ 

-—rzxssnj^- 

^ppmlnnl fi.-- i   , —     

H, 
«. 

II. 
10. 

Appml.ni trri, . . 
'c'' '■^fitr. ' * 1 '"' IbIIUI ilerv- 

OKwr fr„ (1lw< 

CTO"* bciUJin,, 
HhriHrndd: 
-• " ^'n-, u.„ ni>BlI 

"• 0<h»'Hividftxit. 

32131 

 45*242^1. 

  2Z*2£5_£2_ 
-iiLQl^JKL 

fi? 
-22^Z2UXL 
-l^aoiL^L 

M""IUn'0u' .nco™. 
Cm., op,™, 

less^operating expense, 
S«l«rie«, etc.: 

" .c-7c.v.'rtc,.od'"cto"'om«™. 

12. 

1.1. 
\4. 

h- Coll«'i»'>.*P.n«(.wnt.t,te-)_ 

^IVC.r'" omcr. 

Ir> 

l«. 
17. 
I M. 
in 

20. 
21. 
j-J . 
21. 
24. 

R"«. ii«h(. h,.,, #le  

To hui,<"n'"P-'-nfo^^ " 

''Datw Prnmc^^j  

AHvrrlining _ 
p,iB(in, bM ^ 

TH"T"Ph-,""*-'.Po.U„4„0r,.. 
'"•""■no. .nd hond iwmiu,,. _ 

-33.?9L^Q. 

-5-fi7fi.f?n_ 

-A2ZM5_ 
-LLsas^o. 

SU)] 3.949.^ 

*—Zi-t244.(Vi 

' £*QI3£LflQ_ 

—^m^i_ 

: S3i.960.iq 

-ialsSjOe. 
-LU4£ZJ1Z. 

Krd'r"l '«•»"« premium flf 
Audit iifvi ( 
T"" ~«l 
'Vfonifmlon due.   

Ml. 

Oh^r ..pcnun, r, 
T^-'l "prrniin, upen.. 

"""r-d 'orwnrd to p.,c s, 

ZtfllA^g 
l-gyifl nfj 
2.5^.43 

 29^£LLIi. 
 S^8..1? 

-23^zai^51__ 

-ZQ5.798.ifi —Lmii. 
-L5£i^_ 

■m42£^— 
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(CarWd fovard fro* 4) 
IV. LEU-INTEREST CHARCES1 

»• On^r.no,. ftrn. F^W.1 Hoa. u« 

®" t>ocTw»»d aofwy   
2'' ^tercst on Eser<^ Acct<. 
W. TnUl InUrvat. 
V. N.I IK MM 

VI. ADO-NON^PERATINC INCOME: 
3(1. DIvK^nd. r,UU»d on   
31. FV>ni on till, of rt«l «iuu. 

T'*-001' 1? 
 4.^? S9_ 
* ua^jifl u 
I fiqfl.Qig Rfl 

g7-"" 7n 

» ^ 
• 717,^9 17 

672.9qn.qq 

—17 
- 31.fifin 91 
-SAiajQ 07 

12. ProOl on aal, 0( InvMUn,,*^ 
TS. Mortoi, prrpnyn^n, pen. Ill,,    
34. CW non-op,,"In, Inco^, Spr. 
35. ToUl non-op,^(in, Incora,. 

Vl1' cHivr*Kh" 
-n- -zn= 

V"1' idEoS^0H'i?PC1ATIN0 chARCES 
ill j s*'*in Ckorg^ t0 

16* Fo^clo«0r« coots mnd back t«i«a on M.l 
z-£:r,rrd" cnnrfrtJ to Pf iarvrg)__ 

M. Lo,. on a.l, of lny,.li*nli^  
39. Oth,, non-op,r,t|nf c>>,rI.. Spr 
<0. Total nocw}p,r,tlng cbwr,, 

IX. N,» Incom, It, P,,!,,! 

,-£2R>22&AB  t 7<7 ^ia m f;41 , T>n n? 

REAL ESTATE INCOME: 
R,,l E.ui, Rent, . 

REAL ESTATE OPERATION (D.mil,) 

2. 
3. 

M. 

4. 
5. 
6. 

fl, 
9. 

in. 
11, 
12. 
II, 

Total Real Eatal# lncom«  

expenses1 estate operating 
Taxea 
Inwuranca 
Rep,ir, nnd M.lnUn.nc,. 
Cofwmiim torui   
Deprpcladon    
Olher Mi,c«llan«ou, r„l „uu a.p,na,. 

Towl Real Ealat, E.p,na,. ___ 
N,l profil on Real F.alal, Op,raliona. 

, J' '"V on E«t«te 0pcration, fNotr—Inaert n,( Incom, or loaa in c~ 
nect.on »lth r,.l ..tat, on pa„ 4 „ 
indicalad.) ^ * a. 

• _ 
I _ 
t 

5 
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DtSTRBimON OF NET INCOME AND >■ 
reconcilement of undivided profits or earned surplus 

Y««r Cwrtit Pmiati Yt_ 

  r- 1-I-77 To—12-31-7fi  To 1?-T1-77 T42-31-79- 

Dlstrlbvtlwt of N«t Ihcmm 
N«l tncox for paHod (lUa DC, E«li. Bl » . £79.Ron. 

DitfrlkvtlMi 
2« Trmmfer* to wvvrrta: 

•. Fe<ier«l lM«r«nc« | m 

b. Rcaerr* for b*d d»bU_   
c. Surplm     

-747.41R,fi?_ i 64l.nn.n7 

_2£LfiQOCL 

d. A/E 120000 

f. 

1. RnrnincN di«Utbuted on nav. caplul: 
•. Dividend" on •nvinnri. 
b. Int. on dtpo«Hi, inwat., cert, ®tc^ 
«. Rtt. for dlv. on V«. Dl». CtrU  
d.  

4. Other 
F»»dcr«l income t**. 

b.   

5. Total Diau-lbutlon of N»l bicoox. 

«■ N«l Income After Diilnbollom  

7. Net income Undielribuled  

■ T<?9,?7?l fil, 
400.986.^] 

 18.617.00 

» 649.47fi.ip 
30.324.?? 

Reconcilement of Undivided Prollti 
II. Balance—bejInning ^   ♦ _291.692.67 

» 30.324.?? 
«• Net Income After Dialributlon (line 61 

10. Other •dditlona: 
'• ^ rrppcrly Rpf, pef., 
b- .""distributes IfKt ]n _f]_ 
c. Res. For R^p aPoVe ~ ^ - 
d. Ad.1. Pef. Tnr.  2]'S°,W 

-=Q=_ 

• a. 
f. 
f. 

11. Subtotal. 

^2. Doductiona; 
a. Prior ftf11,ntTnrnr. 
b. ■ To Res, for typ 

« 343.01fi 

-0- 

c—Inc. Tax Payable (nn^ 
d. booked T .-Q-_ 

'•T. Total deductions. 

Balance at end of period. 

U. Dividend or intereat rate for period 

t. 34.rmK BO 

6.0 

3n.<ion np 

2.90Q.0n 

?09,349 fll 
387.210.3fi 

55.S3?i.pf} 

685-^-17 
61.523.66 

252.861.9t; 

61 .523.66 

 -n- 
 -o- 
 -0- 

14.211.00 

32fl-5^.7l 

35.303.04 , 
1.600. fin 

-0- 

36.903.04 

33.600 nn 

7"7.fioc; 07 
346.568.50 

588.063. fi7 

53,066.50 

.159.001.63 

53.066.50 

11-^0 oo 
36.07fi 07 

-d2i_ 
-0- 

2S9.77R.O^ 

-0- 
 -0- 

6-9^-00 

6.914.00 
^7 

6.0 , 6.0 

6 
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RECONCILEJCNT OF RESERVES 

Cwrnai iViod 

Exhibit D 

Y.» 

■S— To - 12-31-77 

Rt>«rr« lm UJ 

'• ** '•ftaataf af ptrlerf 

2- ^rtion. dwlog 

**» From n«t proOt 
<h} 

llLS2$tS<2___ » -J63-797.w 

-Muzsm   "=    =!!=  . 

WI JjSrUMltid£d_PQfl^ 

•1. Tot*I .Edition. 

    

   ^Q-. 

■Jb_ 
J,900.00 

-J.fino m. 

<■ ToUli of itCBM I Mri 3. 

5- DvdoctJ 
 «-2U^25JJfL___ 

««• dor lot pwiod; 

^'^,00  i 35,400 no 
  *-—ILiZflJKL 

*-Z&J25Jin  *—jLS2.47^. on 

=Qz. 

®- Totil deducdoni 

^L. 

'• al ,nd of I 
* ?1-non,nn • 

*-242.475.012  , 

'• •'b'«lnnln, of prriod 

2- dunn, period. 

Tn<«|« of it^fTiR J 0n(j 2 

*' D'(il,ctlon• "furinf period: 
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OFFICE BUILDing 

W Ended _ 797Q 

Schedule No. 4 

ConiprTK»n.tv»-cu.. . 

and Tenant. Liability  

Autn I Hnvprnpr 

Nnrth flmcrigji 4-P^-Rf| 
■^S.onn^Q 

Mpnlnrwnant r^t 

* ^"VW'inn.nnn 

*- nn 

27G 
12 

A7j3t.O 
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Receivable 

L"^ 
f ]'.4??'35 

198.00) 
„» 45-47 

Sc,>«Jule No. 6 

J101" Payable 
fS™*? ExPe"** 
nCAra Inc• Tax ^thholdlng) 

tj'W'SO 
39,082.22 
'#410.00 

669.89 
_ 476.47 

JSaSPO.oo 

Schedule No. 7 

T° Whom n—i 
Union Trust Co. of Mrf 
Union Trust Co of Srf' 
'•Inlon Trust r«- I . • 

im? S; j; 
n on Trust Co. of 

jnlon Trust S' of IS' 

Iwt Co0; 0°; JJ; 

BORROWED MONEVt (Itta 23, LduUi A) 
A 

• WW#VVU 
175,000 
40,000 
45,000 

400,000 
275,000 
45,000 

Rate 

13.5X 
14.5 
15 
15 
IS," 
15% 
IS, 
is, 
15% 

1-4-80 
1-10-80 
1-30-80 
1-31-80 
2-5-80. 
2-16-80 
3-10-80 
3-13-80 
3-31-80 

Sehedule No fl 

COU-ATTBit 
P^npiion .. .. _ ynP«id Principjl 

Various Mortgages 
Various Mortgages 
Various Mortgages 

v
V : o« Mortgages Various Mortgages 

Jar ous Mortgages 
Various Mortgages 
Various Mortgages 
Various Mortgages 

~ OT . — RCOOUNTS, O^,. SECU — - ' 
Amo.ni ^ "THER SECURITIES, ETC. 

f lUtt ank of Tokyo 
1200,000 

10X 

14 Q^( > r" ' ^ 
c / o N * ' 



Comment 1- 

EXAMINERS' COftlENTS 

i&ss-^asr^ 
®« Loan file No. 4091A rf<rf ««* 

SS&a®£i?««=: 

iiS^SiSJiSMfJS SIS MfEiSS, 

•■f: r""-' 

lIot
anafi?e0tNo.tS69V CredU report dat^ October 151 1975, was 1n 

Loan file f(0> 4091a 

"!u°re^hi"S2e? 'he.,0*n>C0'''ienrSe!Jrt!f' '"'""""tfoo on th# 

The app](eaHnn , requ'red payments. 

Stat™"t .. this borrowerf #<lvani:es c^nTftHScJl, 

'niffa"\»S.!!=n SAliJft.f" ;Ll
sr,""<" •ppr.u.t reports 

ir «« St r-'W- 
appraisal reports s^rl ff""' 

orwHr^V"?"1^ »?« a0?; n S"bJ'" «"-k has been cimplete'd. 00 eVldence 1n f"* to verlf^t^^?. 

-15- 

2S0 
7 



Conment 1: (cont.) 

E. 

F. 

cx asdjfijjg.- "•■assrsfew'f 

SS^sset®--- title « required by Reg^fafio^Sg^^j" 0f ^ "rtlflcatlon of 

S&H Tjrr »•« ■« 

Papers of record" d"1]' states "Taxes have M k Th* bottan of 

7"'^ 

*5" """'"M tl.7. 

Of the remalntna nlnof , t1me of hording, 

on the Attorneys centfIcite »f tl™c
nUls aft«^ the date 

•Sa s! ^^I1
s•,,yw!t«!^s{, SH; r <■-»' 

h X5 

rszsi'S; ?; a ««-«the 

■15a- 

281 



■p 

Cewnent ?: (cent.) 

toan No. 
P^e^,1u^, Loan No. 

4080 N0- Premium 
4085 S®*1? 41n, 
4086 70.50 4,,? 33.75 
4105 98.50 Ijj] 172.00 
4119 '79.00 ajf; 327.00 

101-00 4ifI 50.00 
Please fuml<h m . Exact amount unknown 

lows. * S,M ",0' copies Of the title policies of 

•wunt of anv ln«« -.S "eflulatlon .30C ILf 55ss of 90!|: of the 
«t excee., 90. of the MrSt XllTlX s0^" pfSpJ??,^, 

Loan file No 400^ i„ 

'°«n Wn the secJuI J? "wlltton jS??;!'5'' .Ti0 '• 

JSS ^sVtfk2 S?ft 2" " 
■<*wjas-csisr1 Uke"te h2r.ssrt«st,i2g"- 

Conment 4- 

n.« r1'0 &-Mrs?o' •"'»"«m 
outstanding principal bJlanr!e«f1at1on •30D(2) provides th?t ih7 rePrese"t1ng 
security of IniprovS p2i loan n,ade by an Ass^^f a9gregate 

the association ^ 

Cofmient «;• '"""uted to this Division. 

December 311 ^1979l0ann
a"0u"t No* 3963 reflected a balun 

-'."25^1 '^t°' "soc"t,on's 

S-js; Ecr!? Fri, 

Comment 

S^^iSSSSs»S«!a«„ 
ss-jss K'ri*aSrv™!:-™" »• 

",teres< "• «« '•»« subject to conment toteled 

Cormient .1? 

.-15b- 

282 A"< ■,()(;ti 



.r-> 

Comnent 7; 

examination "date!'' debn bal8nces ^ ^ 

Conment flr 

rou..,,;? •' •. »»* twroPt,„9 frM shire iMns ^ ^ 

iirisra'j.rKr? "• '"»• 
Leilt? ?; The ]oan ws ««de to a D«?tn2L^M? unt11 Janu«ry 

B- The loan been exten^. 
(a term loan) dld'not^hclosVthelm Shtre loan f11e No- 4151 
« r ^ sec«,„„ J5. 

"afket certlflcate'whlci? 9rante<l upon the security nf 

A?jaB-7r8 ^F*- is* fi jx ^n^erest received hv fhi ». ? ^'e Conmerclal Law * limitation allowed by Marvian!! ? s®c^at1on In excess of the 

». fonX'!" 0f *»«<«'■.•. "Ortgage hypo^.ct..^ 

Sr!Se tas 

KP,-r'IS 'r"' 

Hrice or the secured property". 

Mortgage loan No. 

4090 
4087 

Lower of appraised 
value or purchase 

$10,700 
7,500 

Maximum allowable 
hypothecation 

$2,140 
1.500 

Amount of Amount to 
hypothecation be refunded 

$3,000 
2,200 

$860 
700 Tk- 2,200 'ne amounts In *l^ 

"wst be refunded to the pledgor!""''^96 allowed by the 
regulation 

8' 

-15c- 

LljOo ' 
283 " 



^2!£ILt_9: (contj 

C. 

Coment 10; 

Mortgage loan f^e n0 ini, 4 .. 

'«»=iosed. 
ledger account Hn ™ings accounts arc stm i ^ere P,e(,9ed for 

te «o 

Is not llsted^n th8" accou"t In the namJ ^ ^^uted as 

S^re ««^!I^2fJrhaTbe^
5

c^e
9
d^en0^pf^\d

N0^ 

^ m,lw' •' ^—.... eMrt of Dtrectors Beetins5 revM]M 

'' is.- 

el'^S'o" Zm^'™ry 8; 1"9 ,,,„ 

s""°" ^ 

^^hcrmor© parh r>n *■ 

"•' v.„„cy thjreV.;^."" eo•r<, •' sh^i^r'n'.r;:;, 

slsned by ,„ .JS.t Oetmb.r <, 19,8 „rt not 

|^=ls;it|ss@S;r 

B, 

C. 

D. 

Cofrrnent 11 • 

^ review of t^ip f 

!LzF°'cf'K 

i -15d- 

2S4 



Comnent 13: 

fttlIowlng:
r*V^ei* «' Trutt S.v,nst slJlment revsi]e<i ths 

A. The method and dates dM^.r,,.. 

«s rwnSr i»~SHj5i'l£r.r' 

8 *?& 
Coitnent la- 

follootng: reV'ew " <*> •ssocHtton', „s,m of , I ternai controls revealed the 

B
#' Jf' !torM«" • 

c- hr<" "»«»of c.Sh ,L       c'!h ',r'-er- 

Coftwent Ti- 

s..rn. i u nave the1»" own cash drawer 
LT- — •' - T C.naucl.d pwMn! nol 

r 

other loan charges exceDt".^ ^ reduce the PHnclpIl Premi^s and 
returned to the borro^l^ !or*clos"« or release1 Th?«Pfy 1nterest. or 
borrower. ers escrow accoant and collected'se^ately0"?^^?6 

Cofmient Iff- { 

t»e -corts .;c<.ml,„9 prict(cK reit>isd 

' SSPMssfsjsmmz 

outstand1ng9checksnthat'h«v]"fc288"8 at E<'u1table Trust has tv Bank statement for DecLh^ ^ee?o0Utstand1n9 s<nce 1976 

c- is ^ 

0- ;*:«" 

-15e- 

2b3'uoCj 



^omjentje: (cont.) 

E. 

F. 

G. 

H. 

; ".»o ^ „ ""'t0 'Ms C. 
^«««».«.« .. «,e t„„lleep(„s 

in© Oiriccrs And Di 

13^ ^tB.STS&re' 

When Mortgage loans 

JJ;6 assoclaHon does nn+ . 

sesrej.te all S'lJ <h; POWM tuOc'ltL'J «"< 'An 
««»r.i .„< f««..ry , 

analysis t>f fu- " s 

ended December 3? ?l^c1atio"'s net worfh , 
to reserve for bad rffh* Sealed that the »«tCOynts for ^8 year 

^"^sfissiSg^r 

"""itmS"!' °° "•«*" 1. betwe P attorney ihff ? d noor offices of Mr i ^aron» revealed thaf Ubetween ^frst 

^ The 

». " - — "^^..l Se„lee CorMratton j|sc]osM 

»«". .ffSfe' to ! l^Zs
cr!:

gs 
1(3 un"s accordingly". •iemce Corporation 

-15f- 

A' j0t:1 



Coffment 19: (cont.) 

ao,rttf 

election^ off1cen^fleCt the 1978 *nn"»l meeting and the 

Mr. H^r^onl.^ee^;^.the approv^ of a second n»rtgage to 

3* The minutes do not 

•"-"'ass ;v 

*' f^JT^Ka-"" 'or ,ny * 

s- Syjss ««, of ^ITT'' 
sr,tm e- ^e! vf.M r <5'»» year ending December 31, 7979^ree,,,an• "^spectlvely, for 

C" ^ ^ - -coding 

December^!. complete1y through 

by the servlce^corporaMonr"66'* 31' 1979 has not been reconciled 

MntrolT^I* ^subsldUry^rlj^ba? thr0U9h December 31 control by $4,000. This varW- Lbalance exceeded the 

t&srM to - 

In July 1979 fup . . 

sst i" si ir c^m''"°vssk ^ "m». on the old loan tm c?rporat1on ^en the oar^n^f 00 properti' 

5 ;0rPOri,,MS to STiTr,^ 

D. A r^Gvlpw f\f aL _ 
th.t dM three 

M or interest payments made for a 

-15g- 

O C 
<,G ( A -t o U i 



Comment 19: (cont.) 

^j'tgagef1oans^Nos.Oir024r27aS7025D7C®',*er • 1979. These were 
the ^ a-if£7 

^!tt12S^^"tl*'"C®0^e^°53la^976t ""pi 8 pr1nciPa1 or taken to bring this account cJJJL "* adVlSe 0f 1,16 

Conwent ?n- 

s;KliK|SS iisE Skm - 

1,wi-//| 962-77 and 1075-77) 

A. 

C. 

0. 

Total Savings 
Total Net Worth 
Total Mortgage Loans 
Total Assets 

« ^correct 

based on refootlng. y yors or 5550 "wre then should have been 

Increase 
(Decreasp) 

£stoiM,j9za l»il.^tao™r5r 
December 31, ic 

i 7,500,158.66 
585,491.89 

8,978,323.35 
10,005,748.86 

J 8.641,242.26 
457,636.05 

9.941,756.04 
10,704,914.49 

(Jl.141,083.60) (13.2) 
. 127,855.84 27 9 
J 963,432.69) ( 9*7 
( 699,165.63) ( e's 

-15h- 
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Jnfaniitt.n.l f—rnt. (mt ) 

'• "" •Pt^tlng income (P,ge 6 t,ne „ .".'"'r Ajgnt Ope?/^. 
2- '««! (pw t, u„e 4) 

'■ -«» „„ (Nw ^ line 

• rfSTj.w.'jr.ffg".«surp'us 

S' *" '"C°*e """■"'■tw (T.U1 of;. 3,, ,b0>e) 

je^v^op. 

CHB:DHW:aw 

-151- 

Aij0 TJ 



BAUVMOHE, MARY.LANrj 212Q11 

•w .♦W. 

N^IE OF ASSOCIATION 11vf^-> ■.'1''' LJ±*(. L 

i -1> • 
'■ ; i 

(iv- 

. 7' 
As of Date . <3/. /9%l 

. ,4 ••r*: 'V 

'I,., 
Cfm(\ fitJ - ^2. 

■ I1 '  A  
r , ^r;/ 3/ MvA u.rrM,. 

JSLSL I /My 

Ul l)/\p ihrS 3o hi r\ 

.*.'• ■• '-r ' 

? <*» ■?-• • V:' 

This association post Its books 0/7/C '/ 
(dally, weekly, monthly, quarterly) 

Does association obtain yearly independent certified audits? J 

■ ^f/i/vy r   
' ■' ' ■ '• T-'^V 

On Line? 

v;r<. 

.. . .•■ -i •. ..-.i .. V - r . ■ 
• ■ ; 1 ■ I;--. , ■ . 

FORM: DLR/BSL/»2/»-iO '8t-l92 I I I B 6 

2130 

i>0?6 



pi "j- PROGRESSIVE B.&L AS?' 

Art' N. CHARLES STREET 
n.M M-.V-V. 

/H^X^natio^ASOF 

a/iVfii 

—£"ir:?3'aV^ ^ ^lrfrnfWV Tmr I " 

Current Policy 
Of 

Crrlifinilo No. 

Jill. ^rUrUsrfrrt 
'■by ' State mo' 

Zip Code 

Addn'iMi nf lintnrhi'w 

I nt- Shiirg or Savings AcomnU 

'"• , V, <100^33.83 ' 

^ iiort^nur Lounw 

No. 3 IT 

Ij iVj r\J^I Dsr. "M 

. • 7,131, Mt.S3 

3 jli r^iir<4»»»J~ 
•.. I L , aA' 

7% 

rM\,r.i r. flfl.nr) 3<]0S V. cV^rlf 1 SWf- ^ r , \f —— >1 h rf-Wfc 'I »  

^DnMA   ^ ^ 

D^I '•Uf„.,J.jlt u....V..^ \vk  

^^fff/ ft.tn'.ti. l/'MuJoJU n.w ^H...r.. v 

JL_ 

~ ^ "' ",J M„„ LM^ WcW 

—(lossLLA'vu„ •:* ^.-irrr- 
-X 

10) . 

11) l' I- i 

'j-l /. ij)j-  ' i ■ / 

H). 

• 4) . 

IS) . 

■ i f' rrr 7" 

- < 

Counsel 

..._lilLj_£Jk1^ ir.l 

' ll->- C|...1 

li -.. .1 . ■' \ l\^c \ 

IVriuJ of tlxuniinuti< 

|K    " T" ^.■■ijngi 
OCR/ BSL/*4/t^o/t1.tf2 

■tr-  

' i 
—/- 

Accounlant 

~r~rT 

N""*- G//I3S ;■V^„vl 7...^, 

Ad,In.. -3^ /^.J SX.,/ 

Jkil — I 7,-; r--7   

^xorniner-in-Cliurgt- 

.'/'i j \ r, / /• ' 

vo 1 C, U x. 



T B. & L ASSN. 
N. OWiUS S'iH'U^T ^ V_' 

ri'.v^!% M/i'-""* fcV/01 

COMPARATIVE PERCENTAGE SUMMARY 
CURRENT KXAMINATION PREVIOUS KXAMINATION 

ii,.. r{*A -ii^ mgl Dm. D/u^lsr' ."H;  m 71 

Amounl 
1. Total Asiteift 

2. Reserve for Bad Debts 

3. Undivided profila and surplus 

hirst mortgage loans 

?>. (around rents owned 

ti. Liquid Assrts: 

(u) Cunh 

tl>) investments (Securities) 

t<-) doptmit f ' I » | 

Total Liquid Assets 

7. Slow Asm-Is; 

(a) Slow mortyuge loans 

<b) Keal estate Owned 

(cl Office Building k Improveokents (net) 

(d) Leasehold Impfovements (net) 

(«) Furniture 4 Fixtures (net) 

(f)   

Total Slow Aaaeta 

I. Uorrowed Money 

U. Operudng ratios: 

(a) Cross operating income 
(Item 9, Page 4) 

(b) Total operating expense 

% to Totnl 
Assets 

lo % 

Anuiunl % to Totnl Assets 

»—j-q, -nr.do- 

_Li_% » ^QtL.BV _^± 

»—QQ/ r % t_jiB0±1oors ( -S 

"I J I ' I 
 liO.OOO.OQ- 

I"?'; IJ .f'f* s 

 -ri' " 

I ./ 
In % 

$1 X 

 % 

M X 

• V % 

■'I ^ 

 % 

C l r. 

iPPP 
/' 

Year End«l ^ 
Amounts 

asi./g^.fia. 

V'." ' <■' 

Rutlos 

ai operating expense 7*. '• 
HUm 25, Page 4 and k«m 29. Pate 6) » fc3j. 09 

(c) \ Operating expense to groas 
operating incofne 

(d) Net operating income 
(Item V, Page 5) 

(«) Dividends (page 6) 
(f) % Dividends to net operating income 
(g) Total auBcts at end of fiscal year 

(h) % Operating expense to totnl 
aaaeta 

(i) Share liability at end of fiscal 
year 

(j) % Net income to share liability 
(k) Keserve for Hod Debts 
(l> % Reserve for Bud Debts 

to Share Liability 
(m) Total Net VS^rth 

(n» % Totnl Net Vfrorlh 
to Share Liability 

*//'/ 'I- 

7 1 :/ 
» ^OT. 7? /. M ^ 

■Irii > . ' > 

» r^oof^.R-l 

' ' . j 1 ' 

« j 

"vru % 

I 
U-v % 

1 L % 

/ 
I. r ^ /® 

M 

ro«M OLB HSL,.5../e-«0,«l.,82 I, I. / 

- 0 - 

1&3.-jU- 

i.?o,jos.g0 

- o- 

-o- 

  7. 

■I'J .;2 

t^L'iO.OOO.CO 
I. 

Year Rnded—' 3 I '7^ 
Amounla 

% 

1-o' v. 

JL^_% 

Ratios 

» v/ 

* 1,00. Jil. tr? ' 

tMOOf ?'/* .(>/- 

$ Z'.TP 

t i^.-n.Trr 

|202 

jii. 

3..T 'r. 

_2i3_i 

3- J % 

% 

G;>644_ 



STATEMENT OF CONDITION 

Numc of Itwliiution figt P'o^fK\,< ^ y 7.,( 

    • |t.^ , 

ICxhibil A 

Firai mnrigmge lo«n«: 
u' ^ 'r'" dir«cl reduction loumi. 
I'- Kir.i motlgage drop •han< Inann.   
r* ^"-A■ ®ort«n** Innna 
'I. 'J.I. mort«n«f lof)n«_ 

ASSETS 
• i ," I 

i r.jM, KM ^ 

<•• ^ irm mortjjunt •tniiihl lonnn. 
f. I'unicipuiion l,*n»_ 
«. Arrrocd inUi™., r.«lv.bl, o, rkr.! -ort,^ lo.^.  

• A",VH,,C" f" U"'"- . n. r.n.. ^,^^7 
Sultoniinnud Lieu; • -T^-TT^- 
«. Socond Mortone*. 

HQ. 
7/, ■/? r 

■V 

h. Accrued intereM „cjv.bl« on Mcocd   
c. Advuncea for U„.. iu.r.nc.. ,U:.. « 

^ r" Shair Account Loene; 
Loun. .ecured by •ccouni. UU Meoctatloo. vT • 

,,• Accrued inure., rwceiv^le « .K.^ Wl_ 
Other louna: 
n. I^xinn on all othor aacurity. 
h. Unaecured Inaoa  

. . + 

<■• Ac. nied iniewat recelvrtl. on other loana. 
Kc«l Eaiatc Sold on Cootraci: 

Hclll c«l«Le •old on conlract. 
b. Accrued mure., ~c.lv.bl. on «al ..UU aold o. eont^c,. 

- —vwnuwvt 
c. Advaocea Tor ,aae.. ina«„o.. eU.. on raa, Mld „ 
Renl cntate owned (excluaive of offioe bldf.l ' 
Ground Renla Owned ' 
Invi-ALntcnts: __ •.J't. ' ; 

Sloik in Federal Home Loan Bank, 
b. Federal Home Loan Bank SecurUiea. 
c. U.S. Government obiigaiiona,  
d. Other inveaUaent aecuriUea i.'i ' .' 
M.S.S.I.C. Depoait. 

  1. 

Invetlmcnt - Service Corporation. 
Cash 
*. Cnah on hand 
h. Cash in banW«   

±± 
JUL / 

ISQ^CO 

/ T 
»- 

d,. I < 
» KCCC. rr 

(tPQ on fi: 
-' • ' 

Office Bulldiiw, (if owned) 
a. Office buildinn and iunrovaia«nli\_ 
l>. Le»a allowance for depreciation _ 
Leasehold Improvemeniii; 
a. Leasehold improveneata. 

-&JL 

15. 
Iti. 
17. 
18. 

b. Lea a allowance for ainorti^atjo,, 
Furniture, etc. 
n. Furniture, fixture, and equipment, 
b. Lea. allowancea for depreciation. 
Dcfem-d cKu;rc «    

^r. 

til r   » lei-is.Q'i 

Ollur a.,eta (Schedule 6. Pa,c 141 
< \ 'I ' 

ISL^oo.tl 

total assets 

f f-l ■ 

rr,.. 11 
- ^Q,/VW.vV 

/ 9 t-.i.nntnn 
9/ -- 

V7to")lfiL 

to 

3 $"?'/<• c'l 
('T.Sf.! 7< 

r ; -| 

I ' I 

roRM OLii/e5L/»6.2/a.eo/ei.i cr?si 



nSwT «• W.-iit',; B. A 1- Abi! 
ijp ;) O'tirilJ.':- SI PLr.T 

'1," L ri' T v-t:, <U/Q.U 

20. Free Hecounla: 
Inntallmeia •hare due* crvdilvd 
i)<'ducl—Delinquent dues (if carriedJ 
.Sub-< ola I   
Add—Uividcnda <unlca* included in 20-«t_ 
Nel free inalallmetU ahorea. 

JTATEMENT OF COHDmON_<C.„,iBu.d) 

CAPITAL AND UAHIUTIliS 

——————  •43iJtjU£L26, 

  

Exhibit A 

•S<'V,n<• ,h4re* ■ccounta (paynenla and dlvWtttJa) r. Variable Dividend CertificaLea   
d. Single payment at-rea (myenCa aad d.vid.nd.l 
e. Matured aharea (paymenta and divtdandal 
f. Hypothecaud Sh«, AccounU-Mort,^ L,»« 

O Pl-^ I Ci. A 

V 7 -/ 
 V '//5--. 

t- Pledged Share Accounu-Fr®. Share Account Loana 
n. Income Sharg« 

j_J.L 

i Jl i - 
Total Share Aocounta; 

21. Othnr ArcounUi; 

('hnittmaa Cluba_______ 
Vucution Cluba 

$ -rf''1-rc-3. 3# 

ir' ^ ' ri 

i 1 .r 'I 

  I. 

22. 
2.1. 

24. 
2r>. 
2li. 
27. 
2H. 
25). 
;io. 

Total Other Accounta 
Advancea from Federal Home Loan Bank, 
li'trrnued money* 

From banka (Schedule 8. Pa,. M)_ 
H. From otbera (Schedule 8, Pafe Ul_ 

M.>rt,,iSea on real ratata owned   

' ■."''CrV 
lia.oop. oo 

113,000.oc> s' 

Interrat accrued on ilema 22, 23 and 24 
Oividenda declared, ucpaid and uocredited 
T«xc» accrued and unpaid on real eatate owned. 
Accounta payable   
I'oans in proceaa 
Advance paymenta ^ 

" ..^c^rer,^^"0— ^ f". and inauranca 
b. . I . I * 223.QH, L.C-, 

/■SO nnn.r^n 

31. 
32. 

33. 

Other liabtlitlea (Schedule 7. Pa*, U( 
Ufferrrd credita to future operatlona: 

Fi* unearned profit on real eatate aold 
b- Fur income collecUd in advance I 
c. For income Taxea 
d .  " 

Specific reaervea: 
*• uncollected in le re at    
b. For aubordinaled liena  
c. _  

■ 1 . c.< / nri 
. V 'ci'-. rc 

34. Ceru rnl re serve h 
Reserve for bad debU_ 

l). Federal Insurance reaerve (if inaured) 
c. 
d. __ 

S tVtP 7. 0 

3r»a 
3tia 
.17. 
w. 

•n«. 

Surplus. 
Uikiivided profjt8_ 
Keacrve for eat.mated div.dend requi,ementa_ 
Current earnmga (if interim ata(ement) 2_ 

.montha ended ')/7/ lo 

"P'?. 

POV. * ^ 
< /O . o Zll/ 

' AL capital and liabilitiks 

fOHu OLR/BSL/OO/a^O/il.ftj 294 
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STATEMENT OF OPERATIONS Exhibit B 

NAMK OF INSTlTimON T,., ^Tnr ^ 

CufT»Bl Period Year 
j j £>f Yenr 

Fr"" ' C t'fc  Fro, ^ A/-79 To .3'3/ P7 y To /J-J/-RO / To ^■3/-7 9 ^ 

I. CROSS OPERATING INCOME: ■ V 
I. Inlere«l , . . •» 1»V.-/ • < • ' - • 

•• On nortfage Ioana—ordinary caah .. 

«• yx:.!—■ HiXutuVL . f rw i _ . i -    ' c. On loan* on ihant, puibooka mad 
certiTicalea . 

d. On real caLale aoid on conLract 

on louu (cumnt luUlloniK ^ ^ ^ , ^ ^ 7, BT <■ f. i 
liraiion onlv) * ■*'' • If > . ' I 

h. Othe    
2. Diacount on loana (current InalalUaeol 

and amorlizalioa only)  
3. Appraisal fees, Wfal f„. and laitUI Mtv- T 

.c. chafgca,   
4. Other f«ea and finea 
5. Real ealale operwiona-Nel incow or 

lloaa fron R.E.O. DeUila on pap 6) 

6. Groaa iococne from office build inf.   
7. Dividends: 

«. On .tock in Federal Ham Loan Bank   
b. Other dividenda  

sKffift ■< 

^ ZZZZ55£3r> Tr~r, 
  

LESS..OPERATING EXPENSE: ' Y^'- ' \ l   
Salariea, etc.: f 
«. Compenaalion lo director*, omcera ' ' : ' " : . 

. o. Collection expenae (aieata. etc.) ' /•■ ••". / * 11 ' 

• 5#'.; "~ 

•  Vrt't'? < ■ /_  ^^S.co, 

11. Legal aervicea-reuiner. tnvelint ax- 
penaaa and special aervicea  

12. Expenae accoanU of directora, oTTicera 
    MkM-1 r.oms, 

13. Real, Ixbt, beai. etc. l.f\nnC ^ - ■ ' 

 ivx.PO 
a. Repaira, taxea and maintenance of * "'I-' 

office building including depreciation    ''■» 
b. D.df. C'vu TnsVr-!-/    

15. Furniture, fixlurea end fciuiptnent !»- ' ■ ■ '' * ' 
eluding deprecutio.   3^11,3(7 :/V.nL7.0.<' n , 
Adve^ui.  2VMPT_ Z. ^ . 
Stationery, printing end oTTic. auppliea   QPG.'fl ^ /V.9^. 7 ^ ^ ^ r) p 7f 

Telegrepfa, telephone, poetege 4 expreM  ? (n ' C, ,<9 KK ' ' 
19. laaur.Dce and bond premiuia. f. .Inb MT/V / r-a 0 s " 
o,.     ''—  t,ClC,7^ y •IT.'1. "X (I s rederel inaurence prrmiuis (if insured)       
21. Audll and .upervieoo exemination     40,11. ' ~ Tp  
22. Taxea (oO.er than reel eaUte taxes.   ^ 11.1 O 7 V V. 7< „ ■ ■ 7 - 
23. Organization dura  ^ Q Q ^ ^ ^ L . F.< TITTTT 

2^0.her operating expener.   1^.77 ^ 79 ' - M r ■ P 
Lai operalmg exprnsr » , y, H L fi . S O . .^5 . 7-1 « L. 

el Opetotinj Income Before Interest and '     

.;,edfZ:dT^   

4 oor C58o FORM; DLH/esL/s.-S/MO/il.l»J ^ £ J tJ 

# 
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STATEMENT OF OPERATIONS (Continued) Exhibit B (Continued) 

Currant Period 
From /-/-/?/ 

tq 3-v-ei . 
From . 

Yenr 
i-i-eo 

To JJ-Zl-Eo 

Ycur 
AA ^ 

III. 

IV. 
26. 

27. 
28. 
29. 
V. 

VI. 
30. 
31. 
32. 
33. 
34. 
35. 

VII. 

To_6L ),. ' ■} v 

N.t Operating Bflof# |nt.„„ 0B<J 
vth«r Lhofo** 
(Carried forward from paCF 4) 
LESS-INTEREST CHARGES: 

BinlfVanCe* fro" F,,,1•r•l Horn Lo« 

* n.^rino. n 

• 1:' .«■• t. 
On borrowed money. 

^ v L.IA 
Total Intareat 
N«t Operating Income  

ADD-NON-OPERATING INCOME: 
Dividends retained on withdrawala  
Profit on aa la of real e a late ________ 
Profit on sale of  1, 
Mortgage prepayment penaltiei   
Other n00-operating income  
Total non-operating incoata. 

,^1. 1 / __L2Lltmj^z 
: ———7—  vi /- 
9 nm r( r * , ,^-1 <5^.//. 
• ^3o ^oU.*7< , a v7*? <'*// 

Chof^eV"* Afttr 00(1 

VIII 

36. 

37. 
3fi. 
39. 
40. 
IX. 

h ON-OPERATING CHARGES (do not u.e line, herein for items 
Chorg.d direct to r*(erv«>); 

Foreclosure coals and back tajcea oo real 
eatate acquired (unleaa capiuiired or 
chnrgoj to reserves) 

Loss on 

—  * ■ 0 t 
» /3o,pof. 7.<y._ . 

/ crer\0^.l(^ 
Loaa on aale of inveatmenla  
Other oon-operatinf charte. ^ C,. p 
Total n00-operating charges    
Nat Income for Period  

» ^.5-^5:00^ 

REAL ESTATE OPERATION (D.f.ll.) 

I. 
1. 
2. 
3. 

II. 

4. 
5. 
6. 
7. 

REAL ESTATE INCOME; 
Real Eatate RenU  

Total Real E«t*te Inccxnc  

if "e«"^ t!I4rE 0PEIi""<» 
Ta*es    
insurance  
Repair, and Maintawmce. 
Commissions   
Depreciation.  

9 
10. 
11. 
12 
13 

Olher Mi.cellaneoua real e.lale etpetiae. 

  $. 

Total Real Eatate Expen.e.  
■ Net Profit on Real Eatate Op.ratioa._ 

Net lo., on Heal Eatate Operation.  
Note-Insert net income or loan in con- 

nection with real eatate 00 paje < a. 
Indicated.) 

fOHM: OLR/BSL/.S.5/6.,0/I|1.|SJ 5 
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iST f-: ;.:vV B- ^ Ab."5ii 
"? il. 1 

.V.'-.H/JI-'J DLSTumirnoN OF Nirr INC(*||.; and 
lU'CONClU>ll^r OF UNDIVIDED PUOFITS OU MRNliD SURPLUS 

Currenl IVriod 
^Froai /-/' fi/ 

T. 3-31-f/ 
yL 

Ye«r 
t-'rfm. /-/-SO 

Tn /SH-jn 

V«M 
K rnrn !' !' 1 9 

•r.. '/• /•/ 

Dittribufion of Not Incono 
!• Net incane for porlnd (||em (x, gj,. g, 

Oittribution 
2. TrMn»frr»« to reoorvito; 

u. KviiorHl Iiuurtnco n-ocrv*  
b. Hnorve for bod drUo   
Co Sufplua _   
do 

1)2, is ins~ 
•—ha&ttxzMk- * ^7^779.^ . 1.7'IBOO.Z-Is 

3. bMrninn* di»uibut«<j on savo capiul: 
• . Dividenda oa •■vinf*. 

LOO. nD/- 

b. Im. on depoa tla, invrnl., crrt. mic^ 
r. Hca. for div. on Vmr. Dlv. C*rU.  
il. 

4. CHiu-r 
■ • Federal incocae Uui. 
b. 

 /79 //?/ 
j-udfiiSLidy r^-HL y / 

 /S9. J7?. (. / / 

c.. 
8. Trnul Ui.lributioo <rf Not Uicomo. 

"• N"1     Annr DlatrllMitl-m  
7. Net income Undiotribulod  

/C\. 6/7. oo y 

j&£tl£±±h^ t j , 

Rocencilomont of Undivided Proflf. 
8. Bolonce—beiinninj of period  

9- Net Income After Diotributioo (line 61 

10. (Mhv 

.-LS^TLo^/ 

—. M 0(gg H,)f I ^    ——i— a 
her mldiiion^v'f, w. f/■;» _ .* T I t\ % » -v » » CJ-X:'/ i *->1 I "J UvW*) i — 

  —— »—. 1 —      ™ 
b. C (-|\ A. 
c. J 

d .   

2 ^ ' 

^ 4faQ-o^o-' 

(-. 

* t " | 3M?,^iL.pY 
Ocductioiuii /' I f i ) 
' >' ' ''' '' t/-"' t3.VS-q.l-j t 2?..vr t.n , 

11o SubUHal 

12. Dc^luciioQ*. 
M. 
bo 
c._ 
do. 

f._ 
(•_ 

13. To(al deductiona. 

Uulunce at «nd of period. 
 j- »- -^//r l.l f , 

» ISo.g/ 
■n- 

14. Dividend or mierual rale for period 
Mli0? i .yn..nu,.ei 

-J-—"  ^ g " 

OKM DLR/bSL/l 10-4/ 6-IO/t 1-1 sj ^ O 
^ 6 b5S6 

J/' 1 '■ Vf '■ 207 



. ■ 
* 1 V • J'- \ 

'3. A U AiiaKi 
.1. 

distribution of net income and 
reconcilement of undivided profits or earned surplus 

Currrnl I'crlod Y„r Y(>iir 

From./-/-/?/  Frnm /-/-So 
To 3-il-f/ 

/■ /■ / ^ 
To /j 3/-en To r-? 

Distribution of Not Incomo 
1. Nel income for poriod (Iu« IX. E*h. Bl 

Distribution 
2. Transfer* to reserves: 

• . Federal iruurmace reserve  
b. Reserve for bod debts   
c. Surplus     
d .  

» V7^77r.7p , ni.Bno.Z'l y 

3. Earnings dislribulod on soy. copiUl: 
o. Dividends on sovinfs 

■tr>. /,nO. nn S 

b. Int. on deposils, invool., cort. etc 
c. Res. for div, on \k. Div. Certs.    . *?V"' f ' - —SXSfJdUJLL S vock </ f 
do 

4. Other 
«• Federal income Ulx. 
b. 

-f; 

5. Total Dist/ibutioo of Net Incoow. 

6. Net Income After Distribution,  

7. Net income UndistribuUd  

tjpf.ni.w 

(tfijioi.Tiy 

/q, 0/7. co 

Reconci lement of Undivjdod Profits 
8. Balance—beg inninf of period  

». Net Income After Distribution (line 61 

+- 

t ^S^VII.qd j 2Lli fi 

JO. Other addiliona: 

b. . 
c. , 
d.. 
e. _ 
fo _ 

II. Suhlola|_ 

12. Deductions: 
a.    
b .  

j^x ■ l' ntog ^$ 30.-i.y1.jj1 

•) I, oo o. e?r) 

I So^tQ. go $ 3^-3,^16,. p 7 

  i 

d. 

13. Total deductions.   | 

Balance at end of period  1 IH. ''Si- "I ^ I'n^U-. 
ri ' 1 ^ o.q M'l . n , ■vn..ru..Cl 

y'  / 61 
,4- Dividend or interest rale for period     7 % ^ 

roou DLR/BSL/.IO^/S^O/OI-HJ 6 ^ (j 

. ih ■ ■ .231/. 
- — I . , 

■■ ! •' 

i i 



, ii\S I P:v\ GKESSIVE B. & L AS^y. 
416 N. CHARLES STREET 
BALTIMORE. MARYLAND 21201 

RECONCILEMliWT OF RESERVES Exhibit D 

Current Period 
From /. / 

To IM-V! 

Rtscrv* lot kcj d,!,,, 

'• B'l*n" «''•liMU.g of pwod   

2. Adduioiut during period; 

l«l From net prom  

t A": 

<cl   

<di  

t 30, 

3« Total udditiooj 

Toul. of iiea* I aod 3. 

6- DcduvliOM during period: 

^ . -'I-!, I  r — 
«b> 

(C) . 

(d).  

le)   

(f)    

<«»    

— >nr^Lu^ 

"t « - 11 — — o — 

6- Total deductiooa 

7. BuUnce al end of period , 
» .0 ij2cn^2il 

•AiliiVViT . 1-1 ^  -I 1 ■ ' / , » ■"! 'tn*>. nr> 

1. Btflancc ai befinning of period^ 

2. Addiliooe during period     

3. Total* of items 1 and 2.  

Oeductions duriof period: 

(a)  

(b>^   

(cl- 

5. Total di-ducliona. 

t>. Hulance ac end of period . 

to** OLR. bsl/#, I.7/a-ao>'61-1® 
TTrrr 



FIRST PROGRESSIVE B & L^3N. 
416 N. CHARLLS STREET 
BALTIMORE. MARYLAND. 212ai] 

reconcilement of reserves Exhibit D ^Continued) 

CurrvDl Peno^ Yeju, 
Kfy-   f-'rotn /-Affn 

3-3 hfd To 

Swrplut 
'• H'iImikv til ItuKinning of prrinH. 

-• Ai|«|il i'hih durinK period 

Fro® m l pnifil  
(l.t   
fc)  
(d). 
(*•) . 

*'• TiimI iiddilioiui. 

IiiCmIm of ilfnM I und ."L. 

Dedut linn* during period 

(<il 

R«»«rv« 

'■ R,'lani'* " ^J'nnm* <rf p,riod- 
Addiliunv during period 

(14 )   

(b). 

<c). 

3. Total Add iIiom. 

4. Total# of itecoc 1 and 3. 

5. Deducnooa during period; 

(a)   

ih)  

(cl  

(d»  

Ytar 
Froo. 

To > .3/- 

<«. T.huI dudi L'duciionii 

'• Hahmce «i end of period 

f OHM l)LB/BSU/.l2.,/,.80 

300 G5SS 



It'll. 0«B t.|,, ^ 

s — /. - i. 
Q I .'■ c E 
^AS£E- 
E >J 5V a — c»« • 
tS-O'l 
5 T ! c. 5 t w o« — -r ^ • 
• •* ? I 5 ; < au "■ — — Cl O ^ 



• I..,-,!, 



ttjr Flv 'MVc 6. & L. AS5JK 
,r U. r.! HLcT 

tMriMOV!-; MARVI.'J^1 iX?.yW Ri:AL ESTATE OWNED ASOF--3|3/|^ | 

None No. liook Vnlui* 
linluiH-c liiNi fkuininaiiiin 

Schedule No. 2 

A|i|ifninrtl \ 

AiquirrH ainr«* Iiihi t*KiimmHtionM 

AtMiiluiMt mncr Imm t-xnminnimn« 

Tntul  

Suhl Mtwc l»i«l rx4iminiilii*n. 

( hiifK,- itfTn Nim c hiM imimmaii„n  

1 til Inner (currvnl rxnminolinn ilnirl 

•Hook Vitluc , 

Sulrg Pnrr _ 

Ihrnfil «tr (Lohk ) _ 

Vc«r Cndfd _ 

CiniMK Incnnir   

l^'H* KxprnMe  

19 

N*'| InrofiH* or (Lx>ahI . 

luul Thxcn 0^ Unpaid on R.E.O. 

SUMMARY OF PROPERTIES WITH POOR INCOME AND/OR SALES PROSPECTS 

l» Book Value 
iJitdc or Obsokli- Homes 

CombinHtion Home nnd Uunlncxt 

ApHrtnif-nl* 

Ousinrss 

Furmu 

Unimproved 

Tout Above ClHHse 

* of K. K. O 
Held m<»re than five year* 

Nrl llicntlio 

T>M«- 

Ki'e & Exl. Cov. 

Contents 

INSUHANCK COVKHAGK • HKAL K.STATK OWNKO 
C urrier Exp. Dhic Amount 

Comprehen«ive-<;id*n _ 

Owner*, Ltmdlords und 
TenaniM Liability   

FORM OL«/esL/.U.tO/..aO/.|.|,J 
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*.. • **. • »'i 1 Rui-T 
iVu'VSii>At!U2_jZX22^ 

Annei vitluc bofof** depreciudon 

Liind _ 

DuilHinc   

Tuiil 

Allowance fur depreciation . 
hook VhIut   

AHHeftiird vNlue: 

L^tnd «_ 

Huildmg . 

TcxmI 

inkuranre citrried 

Type  

Co#l of occupancy: 

—— % Annual depreciation. 

# 
piiir», taxes and maintenance . 

Total coat 

Total income from other than a.aocialion. 

Net occupancy coat  

I.SSUHANCE COVERAGE 

Type Carrier 

Fire 4 Ext. Co v., 

Conlenla  

Comprehenaive—CiaMt _ 

Owner®, Lund lord • und 
Tenants Liabtli(>    

OFFICK BUILDING 

Year bnded ! 01 x 

A/o;ye 

Exp. Date 

Schedule No. 4 

Amount 

Go0.] 
f ORM DL N, BS L , # 1 6-1 2, a-ao, ll.l 12 

12 30b 





jT PROiv'^SiVc U. & l_ ASSN. 

'' '-M -'iLLG GIRLET 
• MARYLAND 21201 

-1/ 
' /;Y9 7.3 5'^ 

rtJSr. f,. 

cj'M 
C.iJ.My,,;^c.llc.U'J-1-! I ..0 yJ 

^ 'o^ ^<(^1 i^.a- eijO&.^s 

J   •sp- op 

OTHER ASSETS: (Iltnl !«, E^y, A) 

Schedule No. 6 

•7 r 

(/- X^ro^ ^ _ 

^lx.rnM'Jl s 

vcuiy] 

I-t.,,/- 7,,* toiuu 

■ 'iL*y 1. .-1.. -W _ p /)., 

OTHER LIABILITIES: (Iiem 31, Exhibii A) 

 -  

  - 35^10.9?- '' 

  -1,^3-^L 

633.^/ 

 r^lQ.ei 

%hl 5,-788.74 " 

Schedule No. 7 

1ci') 

BORROWED MONEY: (Item 23, Exhibi. A) 
Schedule No. 0 

To Whom Owed Amoum 

C». e{ I'M, *30lOOO.?f 

£0 J0,0eo 

OOO 
//^ 0 00.OP 

8 $000 

e? 
Co 

. 1$ 
«50 

Rate 
■Joye 

joy0 

n'6r/c 
,1'/, t'e 
\r/p % 

I 7-75 % 

Due Date 
v/6,->jp/ 

t/'/ei 
i/f/S' 
i/y/S' 
* ' 
i/r^/S / 
t'le/Sl 

COLLATERAl. 

g-""1""™ Unpaid P,incipal 
/r' ^ 

-S/.7,0C o J ( i 
'j't.f fl'i I.* I'* c,# 

SUMMARY or C„T,„WB OF DEPOSIT, SAV.CS .CCOUNTS, SEC.K ^ ' 

DtKripiicn      Amounc t, 
  5S!1 Due Daig 

A'"'- '' 

FORM DUH/BSL/#)#. | 4/0^0/81-1 fij 14 307 



HARRY MUCMEJ ^ STATE OF MARYLAND 
OOVtSNOR ^ ^ CHARLES M. »RO*K. JR. 

DINCCTOM 

department of licensing and regulation 
DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 

ONE SOUTH CALVCRT (TMCCT . .UITE .00. . SALTIMORC, MARYLAND 2t202 

TTY ro« OtAf 
JOHN J. COR«LEY •ALTO A*tA Ul-Tm HCRtTABV 0'C' HtYRO MIOAtl 

November b, f38l 

Board of Directors 
Ftr»t Progress Ive Savings ( Loan Association, Inc. 
't)6 North Charles Street 
Baltimore, Maryland 21201 

Gentlemen: 

of vou/^oSmJ!^ yOUr •nd ca™;nt ' "PY of tl\* report lamination 
^nd Loin !!!« ? !? Y 1 representing the Maryland Division of Savings and Loan Associations. This report represents an examination of the association's 

Sd^au? MC0 !IV M"rch 31 • 1981 for comP,l«"« ♦'•th Maryland statutes and regulations and does not constitute an audit of these records. 

Icr ^'V^lon Is directed to Examiner's Counts on pages 15 through 
HI c,te, ^he »P«clflc deficiencies brought to the office attention by 
yo!r^I«n!«uirf '"".we are som^hat shocked that an association of your s would have so many problem areas requiring corments. 

l!rthiru?^r,reMt0rS 15 rfuest*d t0 • meting to discuss the comnents 
of SI examination and to advise this division In writing of the specific corrective action taken with respect to these matters. 

DlvUtl,d 8,S? requ"t that ^ coPIes of this response be forv/arded to the Division no later than November 23, 1981 and that one copy of the response be 
forwarded to the Maryland Savings-Share Insurance Corporation. 

Ih/ff tl?n:i
be?aUSe 0f the n8tUre of the commcnts, this office, after reviewing 

wi?h k 2 s response to the examiner's comments will set up a meeting with members of the Board to discuss the report of examination. 

Very truly yours, 

dJLcJU n 
Charles H. Brown, J 
DIrector 

CHB:Jh 

Enclosure 

CC: Maryland Savings-Share Insurance Corporation 

308 0 5 l-f u 



EXAMINERS' OO-MENTS 
rasr PROGRESSIVE SAVD^ Am ASSOCIATinN, I>)00RPORATTTi 

Cccment 1: 

the ifiSs Steg n, ^ 

r^Tr^S2iS^SSrr5NC198ier lUij!!0' hSf^T:^lt ^ 

S r^eS8^ ^ 
property and also the eetti—J^?^ Levitt was the eelier of the 
not meet the requirerants ol^LlfHi^ ^^actions do 
conOlct of IntSe^SrSi^ ^ constitute a 
loan file no. 4172 cmtaJtoS^^r^f^L rfile no- 4158 *** 
by Regulation .23C. certification of title as required 

Regulation^iafl!60 ^ n0t contaln ^ appraisal report as required by 

Sl^^1^^^ro^9 4i78 4i72( 4166 ^ 
detailed in tL list ofm^L»r^?^ of Regulation .23B as 
Tte appraisal In loan file^^Alffi^J*^^0^ left: nanagement. 
granted and this is in ^ ^ 

JSo'S^co^SS the 1feeS^charged to^' A175' A}72' ^166 ®d 

for the appraisal fee and credit rfport f^6 re6pect:lve borrowers 

Regulation00;^!61 n0t cont:aln 811 application form as required by 

Purpose fo/tte a^liStton0^^^!^^ h^p' ^i"72 d±d not st:ate ^ 
file «,. 1158 di^ot c^nSiTa W^St^8^^23 L°«n 
in file as required by Regulation .23A(2) (b) verification of enployment 

tax return as required by^^li^tic^2S(2)flnflnclal statement or 

the pSso^S*1w£seCteifit 1^ ^ by or on behalf of 
Regulation .23(a)(1). ' 83 re<iuired by 

B. (1) 

(2) 

(3) 

C. 

Cannent 2: 

as of the date of the currmTSLtoS ^Uled ?559,419.36 
7.27. of the mortgage loan balances outstaAdS!^ delinquency ratio of 

$61.22S!oo?llnqUent ^ Unpaid on the loan subject to can^nt totaled 

reflected tSt^^T1^^125^md^lVt'^d^r6^6'1110'1 ^ Page 9 of 1:1118 "P01^ 
per.od imnediately preceding the date ^ ^ 

15 
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Cqnment 3: 

accoStr^d'Sbit reflected that six 
examination. totaling $6,739.86 as of the date of the current 

Ccntnent A: 

loJ^JS S1Si^e
a^St

eS^1^,o?thJS80Cla4ti^ 6eVen 

security mortgaged to the AssociatLo^ATof^ VV IRvalue of the 
of all over-807. loans totaled $1 101 367 SI J... < < i P^cipal balances 
of that date. ^.101,367.51, representing 11.47. of the total assets as 

of .?? 1* Pri^ip^ baw 
of 8®. of the 
assets. The association is directedto^ft-f!^ ^ ^ exceed 107. of total 
until the portfolio is broug^r^^^th^^Sf^ * 6X0688 0f 807- 

Cccment 5: 

hcmeowner wit^l^-to^^aSS rati^Sf^ 0f 1?P^ed residential property- 
the security. IMs loan ^tt^iaUy^f 901 0f ^ ^ 

the ^^•l^)^Sd£3^SDSt?E^ ""F* 0f -V ^ made upon 
market value of the security. P^Perty-hxEowner shall not exceed 907. of the 

Cccment 6: 

Estm "»• «» "O ^ ^ to 
ascertain a full accounting for anffik! 61 examiners could not 

Management is requested to submit to this offir* « . 
foreclosure. oriice a ccnplete accounting of this 

Cocment 7: 

ft. K t!*,£el"s 1o"*«««i»o«™«of 
Association. Please advise this^ffw Progressive Savings and Loan 
particularly the tiS t?^.0^ ^ of tha. 1c™. 

Carment 8: 

foll^^*"^"0" °f ^ I'Ca"Ss ®d practleee u« 

$499,659.30 s.vtd^ESirs£i.tSi,?MTOr' *** 

BilS^e^aS^t^^d^^s £2^ (Invesonents - U. S. Treasury 
$102,266.08 on Decenber 21 lORn^ J6 we5e P^chased for 
that these Bills were set ud on the ? t:hls account: revealed 
at cost. . "t up on the books at Par value of $110,000 rather than 

15a 
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Cmuent 8: continued 

B. 

Ccpment 9: 

sss sur«£% of •" 

II201-46239 rCVle",of account standing checks over 6ix months old totaling $760.87. 

Sd.'S'Sid'KS?' *"*' U •™l ^ of 

^ 2££EJ°;^1l? SS"1^ "0fa" «*»«•• 
Herbert Sandier representdnc bOTuses f'^C.00 paid 10 Dlrector 
1980. These bonuses should be reelnRlnf?J?0^ ^ year enc^rlR Decenfcer 31, 
"Salaries." reclassified in Account No. 4000 entitled 

g^ar& JTisiissEarsr a-rsss^- 

sM-as. 

Oi or about October 15, 1979 nroo^t^ a baLa^e of $3,841.05 as of 3/31/81. 
this lonn is still reflected ns 11 rml^ securing the loan released; however 
release resulted in an unsecured loan^hich^B f-^"001^10"''' 1-<?d''er- "ThlR 
Title 9-419 of the Financial Institutions Artielp ^strent under 

^fcgociatlon filed suit aealnst ^ticle The examiners noted that the 
^■tgagor's residence. Please advise thi^ffS ^ ^ placed against the 

•ount. This vas a natter of supervisory concern durl^X'Lt'S^tSn15 rX7unt. 

onnent 10: 

A review of the association's systen of internal control revealed the followir*: 

^t^er is present, both the 
cash should have their own cash drawe^ aWer- handling 

This v-as a matter of supervisory concern during the last examination 

B- ^ >-«- I- « being 

'• ss s m ^ 

and share loans are identified bv a fran- Hf ^)0t^ mortgage loans 
tell at a glance whetwTp^p^irrf,ber- lhus. ^ cannot 
a share loin 0 giVen loan T,wtxx aPPli« to a nortgage loan or 

Cqnnent 11: 

fonoita^11" 0£ 'nI*™':es °f ,he ""tings of d™ Board of Dlrootore revealod the 

'' S^^tLflfV^oSlSr5 " 8'U/80 md 11/24/80 «« ■« 

|B. There vos no app^l „ a^ppro^.l of «„ ^ «OT<Je<J ta ^ 
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Camient 11: continued 

C' Vi^SeSdS^fsfrS ^ Harri80n ^eene, Executive 
approved by the Board of Directors. Freeman' Cantroller' (^.000) were not 

D' Prior to the payrant 
Decenber 31, 1980. ending March 31, June 30, Septaiber 30, and 

Cocment 12: 

keepAhir^h2 dSosiTS^ K!te5 ^ ^ revels that the saver nuat 
cost of the giveaway should he 4rffKA^1,et^ . ^ie 8aver ^ penalized by the 
- «. - ar 

-asaassa sw - 
Ccmnent 13: 

e»llSr^ ^ « «f-the daK of u.t 

Prior Exandnatijon 
Ccmnent 1: 

A. tte note for loan file no. 4105 indicates a 9W rat-P »w«„^ ^ 
loan disclosure stAtflrent- anA n.. r. j rsC6« ncwgVBjr, the 
baaed roT9?laS Principal and interest paynants are 

B' the orl«1^al °f the current Insurance 

Cannent 8: 

follS^^ 0f ^ reC0rds 6"PPorti^ free share loans revealed the 

A' S2? it: nil: lDteaat 

^ a P^316^? ^ ^hich Mr. Jeffrey Levitt, an 
to Indicate that StaS'hS SS'SLdS8" "" n° *" £Uo 

B' ^vSL^Sflolfo^^ -TT.tW. of 

S^S^'oI 0,6 1978 •« «- 

S6 !SS„1."SeS?^.the 'wr<ral of •secCT,d nDrt®^e» 

3' 2eiSlS2a?cJ°S55CSoCL'E°?1 of
(,
toriorf^ S2".™ fcm 

«t 119 Slltaf 1" the form of a oortg^e for prcferty 

4. The minutes did not reflect authorization for any of the 
disbursements reflected in the real estate owned accom^. 

5. The minutes did not reflect approval of the payrent of 

^es 10 the amounts of $5,000 and $1,500 to 

1. 

2. 
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Cannent 14: 

Elects of 

Please t^K ^ offto ^ ^ ^ ^ 

Ccpnent 15: 

ReceSSle^SS^cSSg £d^ A^tlmsSS? "f8celLaneo^ 
«ccomt #1225-00) since Decenter 31, 1979. 

February 28^ 1980^ hfr EH^^1Ble^^ P^efi^derit; Harrison E. Greene, Jr on 
IWvaa states the follorijjj?7 ^ ^ f 11,11 of Glass, Frlednan, and 

wH.0Aa^A"7'35 U receivable on account of the Newscre properties frm 

recei^ble.adVUe ^ office ^ to ^lat steps have been t^aken to collect this 

cm SERVTnr 

Ccnment 16: 

-D03CrPttOT Mount Assets of 
Irrvestment in Monacal Cityl $60,000.00 0i6% 

(G/L Acct. m00-02, net of > 
Equity Method Adjustments) j 

^ fron MomnKntal 
City (G/L Acct. #1160-00) $318,405.27 

3.3% 

0.57. 
Mortgage Loan Due frcm 50 000 00 

City (Loan , 50,000.00 tfAUS, 119 Oierry Hill RoadJ 

$428,405.27 A-4% 

corporation to 27. of the association's toSl a^el? 10 ^ "rvice 

have not been poetld^^d'oe^^r*^1,hlSSO.0f ^ Service Corporation 

Cor^aSOTPSSedetS^riSls
1?oLlS S^om'r^980 ^ Service 

was no approval for these loans in^^^'00"00'' hoWBVEr' ^ 

•D' Sd'S ^S^l^t^SaSTSeeS6" $1'000-00 Wre 

for this transaction. ^ierie whs no Board approval 

$I3oS6o1s^?S52e lS Si2Ci?mSfatlm a Levitt. Ihe seller of^h-fn Wr, , t0 Jeffrey and Karol 
which Jeffrey Levitt is ^e^id^n^' a CCCpany of0 

The following itene are of major concern to this office: 

ferccrad,"!<11£ Mr' ^ 
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gMTAL SiRVICE„OORPORAnoN:fpnnHn,^ 

..Coinient 16: 

H. 

I. 

J. 

(3) 

«>« iL. S rf » 

2X'L^ ^ •'«« 
City Service CorroraSon^rt^e^? 8 not ^ Mocuraital 
evicknce In the file to 8ubstflnH^Cnrt,m0rtua®ee' ^iere w05 no 
Property tax WUs ^ Sd ^ 1979 ^ 1980 

^ &8uZ^t ^ records reflected the existerce 
Regulation .OlT"l^JLSiS^S? ^ a, set foSS 
March 31, 1981 totaled SfiA these accounts aa of 
$6,100.00. ^ ?W'482- ^ ^ «^ld interest was approximately 

Sd rff ^3/29/78B ^^Sr^as^^th?1 ^ anDunt-of $25,000 and vas 
of $11,500.00 is stillH^r^fbSS

0™t exanl™tl™ ^te, a balance 

recmciliatione no 

ST6?61 31' 1980 
In the General Ledger. wre ^,061.39 over the Control Account 

eun^^iofooofoo ^p^^toTt^eff^y^f,-12^80 revealed the 
review revealed that no breakdown rvni'M 5' j ec,:or • A further 
nature of the services renffS^ obtained as to the specific 

Sr5?1Sg"9°-£ Sll/m^LlS SloSSSI? lMn* Erante<1 iari*l 

(1> totSb^'S^leoo Sl^lu SS J2s%SS.of Jerrald 

(2) (a) n»re of Sax. Adi.r did not cmuta the 

^Tr 8. WS Alt™- 
to tS'ciS'SeXSS 'S-00 £ec r 
dictate that fees for title Epirr^kf flccomting practice vrould 

Cb) 

M. 

^J-off^y^mo £r ^l0an CP 53X0 Adler indicates 
as to which li^^cS^^lf^ 00 ^«tlon 

loa^to Ira'Adler! eranted a $66,000 
a $6,000.00 fee, representing 9 17 of^^HM Ti OUnt revealed 

into Income without deferrSf the °Mrt^ an]0unt wa6 tak£rl 

the loan anx^unt, as req^eTby^eJSSi'fif18 31 of 

$
1

1'980-00 (» of the original loan 
credited to a deferred fees'arrra^ ^ of ^2'020-00 should have been 
in accordance with Regulation .11 ' ^ cu^se<?uerlt:iy amortized to incccie 

15e 
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P-^PCRHmONAL fYM-ff-Nrrc. 

A' iss.Tar 2 s- 

'• sfsr — -• 

c' 

C' --I. -*. taocU^ 
Paid In 1981 totaled $9 000 06^<i„^^ftTOre' additional bonuses 
net lose as of thaluS^e^^u800^ ^ a 

^SSQA, Ins^iLaCo^Sy1of1N^i^J?f^a5lce P0^ (Policy ^OBP 
a 1978 Ford Fiesta andal979 ^ autambiles, 
Association's Autcc^ile AccLS^ST^J00"^ How^. the ' 
contains only one of these ^hiclSTSf ^^^^50-03) 

^s^rvSiSe^Tf00' t^1L79 ^^tional 

Increase 
(Decrease j) 

'OCIS^ ^i^ei 3!, „„ tolUlAm,„f £ 
"•W.W.O 57.500,158.56 5«x),675 2 7 77 

x^!clfcta 41M8117 585'i'i-e' 

rZlT'1™ 7'731'116" M78'32"5 <1'2W'2«^ «« 
9,642,218.63 10.005,748.86 (363,530.23) (3 6) 

' SSS S. U^S^'y-SaSf ^ ^ ended 

rvo! . 7. to Net 
1 ^ . Dollar Anouit Oper. Inc l. Net ODernr<no    - . .     ■ t™-■ 

100.0 

wx^ar /gpu 
Net operating incane (Page 6. Line 1) 

; 1470,779.28 
2. Taxes (Page 6, Line 4) 

3. Earnings distributed on savings (Page 6, Line 3) 

'• Net ^2^^ r ^ ^ 6. 

5. Net incane distributed (Total of 2, 3 & 4 above) 

-0- 

724,847.94 154.0 

(254,068.66) (54.0) 

70.779.18 100.0 

L5f 
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TFH/elg 4185:62054 12/28/81 0216F 

INSURANCE AGREEMENT 

THIS INSURANCE AGREEMENT, made as of December 3^ , 

1981, by and between FIRST PROGRESSIVE SAVINGS AND LOAN 

ASSOCIATION, INC., a mutual association (the "Association"), 

and MARYLAND SAVINGS-SHARE INSURANCE CORPORATION ("MSSIC"). 

WHEREAS, as of the date hereof the "total net worth" 

of the Association (as that term is defined in Section 

3.211(A)(3) of MSSIC1s Rules and Regulations) is below three 

percent (3%) of the aggregate withdrawal value of its savings 

accounts; and 

WHEREAS, under Section 3-211(C)(2) of MSSICs Rules 

and Regulations, an association is required to enter into an 

Insurance Agreement if the association's net worth falls below 

three percent (3%) of the aggregate withdrawal value of its 

savings accounts. 

NOW, THEREFORE, THIS INSURANCE AGREEMENT WITNESSETH 

THAT, for and in consideration of the premises, and other good 

and valuable consideration, the receipt and sufficiency of 

which are hereby acknowledged, the parties hereto do hereby 

agree as follows: 

1. RECITALS. The foregoing recitals are made a part 

of this Agreement. 

COVENANTS AND AGREEMENTS OF ASSOCIATTDN. 

Throughout the entire term of this Agreement, the Association 

covenants and agrees to comply, and to cause Monumental Service 

Corporation and each of the Association's other subsidiaries, 

as shall exist from time to time (individually the "Subsidiary" 

and collectively the "Subsidiaries"), to comply, with the 

following requirements: 



0216F 

(a) Within ten (10) days following the execution 

of this Agreement, the Association and each of the Subsidiaries 

shall deliver unto MSSXC a detailed operating income and 

expense budget for the six-month period commencing on January 

1, 1982 and ending on June 30, 1982. Thereafter, the Associa- 

tion and each of the Subsidiaries shall deliver unto MSSIC a 

detailed operating income and expense budget for each subse- 

quent six-month period at least ten (10) days prior to the 

conunencement of said period. Each such budget shall be broken 

down by months, and each shall show a pro forma statement of 

condition of the Association or the Subsidiary, as the case may 

be, as of the final day of each month covered by such budget. 

(b) No item of expense not in the budget set 

forth in Section 1(a) hereof shall be incurred by the voluntary 

action of the Association or any Subsidiary without the prior 

written consent of MSSIC. 

(c) Except for commitments heretofore made, 

neither the Association nor any Subsidiary shall make any 

capital expenditure in excess of Five Hundred Dollars ($500.00) 

without the prior written consent of MSSIC. 

(d) Except for salaries of part-time officers of 

the Association of record as of September 30, 1981, no fee or 

other remuneration shall be paid unto any member of the Board 

of Directors, or any part-time officer, of the Association or • 

any Subsidiary, in his or'her capacity as such Director or 

officer, without the prior written consent of MSSIC. 

(e) No officer or employee of the Association or 

any Subsidiary shall receive any bonus or any increase in 

salary, or any other compensation in lieu of bonuses or salary 

increases, without the prior written consent of MSSIC. 
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(f) Neither the Association nor any Subsidiary 

shall consolidate with, merge into or sell, lease or otherwise 

dispose of all or substantially all of its assets to any 

person, nor shall they permit any other corporation to merge 

into or to sell, lease or otherwise dispose of all or substan- 

tially all of its assets to them, or any of them, without the 

prior written consent of MSSIC. 

(9) No asset of the Association or any Subsi- 

diary shall be sold or transferred to any party unless the 

prior written consent of MSSIC is obtained. 

(h) The Association and each of the Subsidiaries 

shall, at all times and from time to time, (i) permit a repre- 

sentative of MSSIC to be present in the principal office or any 

branch office of the Association or the Subsidiary (ii) provide 

reasonable desk space and office facilities for such represen- 

tative, (in) afford such representative full and free access 

to all the books and records of the Association and the Sub- 

sidiary, (iv) give such representative reasonable notice of all 

meetings of the boards of directors of the Association and the 

Subsidiary and of any committee of such boards, and (v) permit 

such representative to attend all such meetings. 

(i) The Association and each of the Subsidiaries 

shall deliver unto MSSIC such financial and other data and 

reports as MSSIC shall, from time to time, require, including, ' 

but not limited to, the following: 

^ Monthly Reports (due no later than the 

fifteenth (15th) day following the last day of the month for 

which the report is made): 

(A) financial statements for the 

Association (Form S/L 200); 
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(B) financial statements (Form S/C 

100) for each of the Subsidiaries and all joint ventures in 

which the Association is a majority owner; 

(C) detailed schedule, in form 

approved by MSSIC, of delinquent interest (90 days or more) on 

all loans made by the Association, including but not limited 

to, mortgage loans, savings account loans and loans to sub- 

sidiaries; 

(D) for the Association and each of 
the Subsidiaries, a cost of funds analysis in form approved by 

MSSIC; 

(E) for the Association and each of 

the Subsidiaries, an earning asset yield analysis in form 

approved by MSSIC; and 

(F) for the Association and each of 

the Subsidiaries, a detailed schedule of all real estate owned, 

if same was acquired through foreclosure or deed in lieu of 

foreclosure. 

Weekly Reports (due on the Monday fol- 

lowing the week for which the report is made): 

(A) for the Association and each of 

the Subsidiaries, a detailed schedule of borrowed monies; 

(B) for the Association and each of 

the Subsidiaries, a detailed schedule of commitments and loans-- 

in-process to be funded within the ensuing thirty (30) day 

period; 

(C) for the Asssociation and each of 

the Subsidiaries, a detailed schedule of liquid assets and 

available lines of credit; and 
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(D) for the Association and each of 

the Subsidiaries, a detailed schedule of all loans settled 

during the previous week. 

(iii) Daily Reports (due no later than the 

day following the occurrence of any of the following events): 

(A) if the aggregate withdrawals from 

savings accounts with the Association exceed the aggregate 

deposits in savings accounts by more than Fifty Thousand 

Dollars (350,000.00) in any one day; or 

(B) if net new borrowings by the 

Association and the Subsidiaries together exceed the sum of 

Fifty Thousand Dollars ($50,000.00) in any one day. 

(j) The Association shall not make any loan 

(including savings account loans) to any organization owned or 

controlled by any person owning five percent (5%) or more of 

the total savings of the Association, or to any officer or 

director of the Association or any Subsidiary, without the 

prior written consent of MSSIC. 

(k) The Association shall notify MSSIC imme- 

diately whenever any officer or director of the Association 

withdraws from his or her account with the Association savings 

in an amount equal to or greater than five percent (5%) of said 

account. 

REPRESENTATIONS AND WARRANTIES. The Association 

represents and warrants to MSSIC that the following are true 

and correct as of the date hereof: 

(a) The Association is a corporation duly 

organized, validly existing and in good standing under the 

Savings and Loan Associations Law of the State of Maryland, is 
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duly qualified to conduct a savings and loan business in said 

State and has the corporate power to make and perform this 

Agreement. 

(b) Monumental Service Corporation is a 

corporation duly organized, validly existing and in good 

standing under the laws of the State of Maryland. 

(c) The making and performance of this Agreement 

by the Association have been duly authorized by all requisite 

corporate action and will not contravene any provision of law 

or any provision of the Articles of Incorporation or By-Laws of 

the Association, or result in the breach of or constitute a 

default under, or result in the creation of any lien, charge or 

encumbrance upon any property or assets of the Association 

pursuant to any indenture, or other agreement or instrument, to 

which the Association is a party or by which the Association or 

its property or business may be bound or affected. 

(d) The Association and each of the Subsidiaries 

have duly filed their latest reports of condition with the 

appropriate governmental agencies having jurisdiction and with 

MSSIC, and said reports are true and correct in all material 

respects as of the respective dates thereof, except as 

otherwise disclosed in writing to MSSIC prior hereto. 

(e) The Association and each of the Subsidiaries 

will, within thirty (30) days from the date hereof, furnish to 

MSSIC a true and complete list of their current officers and 

directors, showing as to each his or her name, title, residence 

address, tenure of office in the Association, total savings, 

and any other obligation due to or from the Association or 

Subsidiary, and all mortgage loans and other indebtedness owed 

to the Association or Subsidiary. 
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(f) The Association and each of the Subsidiaries 

have heretofore furnished to MSSIC true and complete copies of 

their Articles of Incorporation and By-Laws. 

(g) Except as heretofore disclosed to MSSIC in 

writing, there are, to the best of the knowledge and belief of 

the Association, no suits or proceedings pending or threatened 

against or affecting the Association or any Subsidiary, or any 

of their property, before any Court or by or before any 

governmental commission, bureau or other regulatory authority, 

federal, state or local, which, if adversely determined, would 

have a material adverse effect upon the financial condition or 

business of the Association or any Subsidiary. 

4. EVENT OF DEFAULT. it shall be an event of 

default hereunder if any of the following shall occur at any 

time during the term of this Agreement: 

(a) the Association shall fail to comply with 

any of the requirements set forth in Section 2 hereof; 

(b) any of the warranties or representations set 

forth in Section 3 hereof shall cease to be true and correct; 

(c) the combined "total net worth" (as that term 

is defined in Section 3.211(A)(3) of MSSIC's Rules and Regu- 

lations) of the Association and the Subsidiaries shall at any 

time fall below two percent (2%) of the aggregate withdrawal 

value of the Association's savings accounts; 

(d) the combined net operating loss of the 

Association and the Subsidiaries (as determined in accordance 

with S/L 200 and S/C 100 reporting requirements) shall, for any 

calendar month during the first five (5) full calendar months 

following the date hereof, equal or exceed the combined net 
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operating loss of the Association and the Subsidiaries for the 

immediately preceding calendar month; or 

(e) for the sixth (6th) full calendar month 

following the date hereof, the combined "total net worth" (as 

that term is defined in Section 3.211(A)(3) of MSSIC's Rules 

and Regulations) of the Association and the Subsidiaries shall 

not equal at least three percent (3%) of the aggregate 

withdrawal value of the Association's savings accounts. 

5. REMEDIES. If any event of default shall occur 

hereunder at any time during the term of thiS Agreement, MSSIC. 

shall have the right to (a) issue a cease and desist order 

under Section 3-222 of the Rules and Regulations of MSSIC; (b) 

petition for and obtain from any court the appointment of a 

conservator or receiver for the Association or any Subsidiary, 

or all of them; (c) remove from office, or prohibit or limit 

the participation in the conduct of the affairs of the 

Association or the Subsidiaries of, any director or officer of 

the Association or any Subsidiary, or any other person; (d) 

exercise any rights that it may have under MSSIC's Rules and 

Regulations or By-Laws, and/or (e) exercise any other rights 

that it may have in law or in equity, and the exercise of any 

such right or rights shall not preclude the exercise of others. 

6. TERM OF AGREEMENT. This Agreement shall continue 

in full force and effect until such time as the "total net 

worth" of the Association shall exceed three percent (3%) of 

the aggregate withdrawal value of its savings accounts for 

three (3) consecutive months. 

7. MISCELLANEOUS. / 

(a) No failure on the part of MSSIC to exercise, 

and no delay in exercising, any right, power or privilege here- 

under shall operate as a waiver thereof; nor shall any single 

8 
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or partial exercise of any right, power or privilege hereunder 

preclude any other or further exercise thereof or the exercise 

of any other right, power or privilege. 

(b) Neither MSSIC nor any of its officers, 

agents or employees shall be liable for any action taken or 

omitted to be taken by it or them under this Agreement, or in 

connection therewith, except for its or their own gross 

negligence or willful misconduct. The Association agrees to 

indemnify and hold harmless MSSIC, its officers, agents and 

employees from and against any and all liabilities incurred 

pursuant to any provision of this Agreement, or in the exercise 

of any right or power herein conferred upon MSSIC, except as 

aforesaid. 

(c) Any notices, reports or other communications 

hereunder shall be hand-delivered or mailed by first class 

mail, postage prepaid, to the parties at the following 

addresses (or such other address or addresses as shall be 

designated by notice in accordance herewith): 

TO THE ASSOCIATION: 

First Progressive Savings and 
Loan Association, Inc. 

416 North Calvert Street 
Baltimore, Maryland 21201 

TO MSSIC: 

Maryland Savings-Share Insurance Corporation 
Baltimore Life Building 
901 N. Howard Street 
Baltimore, Maryland 21201 

provided, however, any daily report under Section 2(i)(iii) may 

be given by telephone, followed by a confirmatory letter. 

(d) This Agreement contains the final agreement 

between the parties hereto, and no amendment or modification 

thereof shall be binding unless in writing signed by both 

parties hereto. 
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WITNESS the following hands and seals as of the day 

and year first above written. 

ATTEST: FIRST PROGRESfelVE SAVINGS AND 
LOAN ASSOCIATION, INC. 

(SEAL) 
President 

MARYLAND SAVINGS-SHARE 
INSURANCE CORPORATION 

By: tA-tAsft&CjJg?ftpr 77 (SEkh) 
Executive Vite0 President 
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INSURANCE AGREEMENT 

THIS INSURANCE AGREEMENT, made as of July 31, 1981, by 

and between OLD COURT SAVINGS AND LOAN, INC. (a stock corpora- 

tion) (the "Association") and MARYLAND SAVINGS-SHARE INSURANCE 

CORPORATION ("MSSIC"). 

WHEREAS, as of the date hereof the "total net worth" 

of the Association (as that term is defined in Section 

3«211(A)(3) of MSSIC's Rules and Re9ulations) is below three 
I 

percent (3%) of the aggregate withdrawal value of its free 

share accounts? 

WHEREAS, under Section 3-211(C)(2) of MSSIC's Rules 

and Regulations, an association is required to enter into an 
v 

Insurance Agreement if the association's net worth falls below 

three percent (3%) of the aggregate withdrawal value of its 

free share accounts; 

WHEREAS, the Association has requested MSSIC's assis- 

tance in correcting the Association's net worth problem; 

WHEREAS, MSSIC has agreed to purchase from the 

Association, on or before July 31, 1981, a subordinated deben- 

ture in the principal amount of Seven Hundred Twenty-Five 

Thousand Dollars (§725,000.00) (the "Subordinated Debenture"), 

provided that, inter alia, this Insurance Agreement is executed. 

NOW, THEREFORE, THIS INSURANCE AGREEMENT WITNESSETH 

THAT, for and in consideration of the premises, and other good 

and valuable consideration, the receipt and sufficiency of 

which are hereby acknowledged, the parties hereto do hereby 

agree as follows: 

326 
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1. RECITALS. The foregoing recitals are made a part 

of this Agreement. 

2. . COVENANTS AND AGREEMENTS OF ASSOCIATION. 

Throughout the entire term of this Agreement, the Association 

covenants and agrees to comply with the following requirements: 

(a) Within ten (10) days following the execution 

of this Agreement, the Association shall deliver unto MSSIC a 

detailed operating expense budget for the six-month period com- 

mencing on August 1, 1981 and ending on January 31, 1982. 

Thereafter, the Association shall deliver unto MSSIC a detailed 
i 

operating expense budget for each subsequent six-month period 

at least ten (10) days prior to the commencement of said per- 

iod. Each such budget shall be broken down by months. 

(b) No item of expense not in the budget set \ 
forth in Section 1(a) hereof shall be incurred by the voluntary 

action of the Association without the prior written consent of 

MSSIC. 

(c) Except for commitments heretofore made, the 

Association shall not make any capital expenditure in excess of 

One Thousand Dollars ($1,000.00) without the prior written 

consent of MSSIC. 

(d) No fee or other remuneration shall be paid 

unto any member of the Board of Directors of the Association, 

in his or her capacity as a Director of the Association, with- 

out the prior written consent of MSSIC. 

(e) No officer of the Association shall receive 

any bonus or any increase in salary, or any other compensation 

in lieu of bonuses or salary increases, without the prior 

written consent of MSSIC. 

(f) The Association shall not declare or pay any 

dividend on any class of its stock or purchase or otherwise 

2 
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z1;: r any "ock - - -«—t „ 
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r"PeCt th"e0f' UU''0",: ehe ptl0' »"«" consent of MSSIC. 
(9) Unless 66-2/34 of *11 ~ , 

^ . newly l66ued stock is placed under the Votlna Trmn- & 
9 8t A9reeinent (as hereinafter 

efined), the Association shall nnh 4 

of 
i8Sue any a<3<3itional shares 

s stock to any person without the prior written c 

MSSIC. written consent of 

(h) The Association wiii 
w111 not consolidate with 

."to oc ,eu. ot otherwUe di6pose of au oc 

Per»Sun"aUy °n 0f """ " °"y P"so" 'in not ««y other corporation to »«9e i„t. ot to sen i.a. 

otherwise dispose of an ' 0r 

'ep0se 0f « substantially all of I,8 .sset5 to 
the Association, without th. prior 

F written consent of MSSIC. 
(i) The Association will, at an n 

«.i 11 tiroes and from o time, (1, permit . representative of MSSIC to be 

present the principal office or .„y btanoh office of the 

■*«< space and office 
facilities for ,„ch repre.ent.tl.e, ,11,, ,ffor. „ 

cont-st-i , atford such repre- sentative fun and free aece8ii ^ Pre 

the Association (ivi < ^ ^ records of 
atlon, (1V) 9ive auch repre„ntatlve 

-- r representative to attend au such neetings.' 

(j) The Association shall den^,- 
-..-u f4 , o»ai.x aeiiyer unto MSSIC 

financial and other data 
reports as MSSIC shall frftm 

loir "9Uit" 1"ClUdl°5' bUt n0t "• W- 

Reports (due no later tha„ 
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(A) financial statements (Form S/L 

200), 

(B) detailed schedule, in form 

approved by MSSIC* of delinquent interest (90 days or nore) on 

all loans, including but not be limited to, mortgage loans, 

savings account loans and loans to subsidiaries; 

(C) financial statements (Form S/C 

100) for all subsidiaries of the Association and all joint 

ventures in which the Association is a majority owner; 

' (0) cost of funds analysis in form 
i 

approved by MSSIC; 

(E) earning asset yield analysis in 

form approved by MSSIC; and 

(F) detailed schedules of all real 
\ 

estate owned by the Association or its subsidiaries acquired 

through foreclosure. 

(ii) Weekly Reports (due on the Monday fol- 

lowing the week for which the report is made); 

(A) detailed schedule of borrowed 

monies; 

(B) detailed schedule of commitments 

and loans-in-process to be funded within the ensuing thirty 

(30) day period; 

(C) detailed schedule of liquid assets 

and available lines of credit; and 

(D) detailed schedule of all loans 

settled during the previous week. 

(iii) Dally Reports (due no later than the 

day following the occurrence of any of the following events): 

(A) if the aggregate withdrawals from 

savings accounts exceed the aggregate deposits in savings 
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accounts by more than Two Hundred Fifty Thousand Dollars . 

($250,000.00) in any one day; 

(B) if net new borrowings by the 

Association exceed the sun of Two Hundred Fifty Thousand 

Dollars ($250,000.00) in any one day; or 

(C) if the Association becomes aware 

of any purchase, sale, transfer or encumbrance of any stock 

owned, or to be owned, by any officer or director of the 

Association. 

(k) Until such time as a certain Voting Trust 

Agreement in substantially the form attached hereto as Exhibit 

A (the "Voting Trust Agreement") shall be executed by persons 

owning at least 66-2/3% of the issued and outstanding voting 

stock of the Association, or until such time as the Subordin- 

ated Debenture shall have been repaid to MSSIC in full, which- 

ever shall first occur, the proceeds of the Subordinated 

Debenture shall be kept in a joint account of MSSIC and the 

Association, which account shall provide that all suras therein 

shall be payable solely to the order of MSSIC on September 16, 

1981 if the Voting Trust Agreement shall not be executed by 

persons owning at least 66-2/3% of the issued and outstanding 

voting stock of the Association on or before September 15, 

1981, or, if such Voting Trust is so executed on or before 

September 15, 1981, said account shall be payable solely to the 

order of the Association and MSSIC shall be removed from the 

account. 

(1) The Association shall not make any loan 

(except savings account loans) to any organization owned or 

controlled by any person owning five percent (5%) or more of 

the stock of the Association, or voting trust certificates 

therefor, without the prior written consent of MSSIC. 
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(ra) Simultaneously with the execution hereof, 

the Association has caused an opinion of its counsel, in the 

form attached hereto as Exhibit B, to be delivered to MSSIC. 

Whenever the prior written consent of MSSIC is 

required hereunder, MSSIC agrees that its consent shall not be 

unreasonably withheld. 

3' REPRESENTATIONS AND WARRANTIES. The Association 

represents and warrants to MSSIC that the following are true 

and correct as of the date hereofs 

(a) The Association is a corporation duly organ- 

ized, validly existing and in good standing under the Savings 

and Loan Associations Law of the State of Maryland, is duly 

qualified to conduct a savings and loan business in said State 

and has the corporate power to make and perform this Agreement. 

(b) The making and performance of this Agreement 

by the Association and the purchase and sale of the Subordin- 

ated Debenture have been duly authorized by all requisite cor- 

porate action and will not contravene any provision of law 

(saving and excepting the Rules and Regulations of the Division 

of Savings and Loan Associations or MSSIC) or any provision of 

the Articles of Incorporation or By-Laws of the Association, or 

result in the breach of or constitute a default under, or 

result in the creation of any lien, charge or encumbrance upon 

any property or assets of the Association.pursuant to any 

indenture, or other agreement or instrument, to which the 

Association is a party or by which the Association or its 

property or business may be bound or affected. 

(c) The Association has duly filed its latest 

reports of condition with the appropriate governmental agencies 

having jurisdiction and with MSSIC, and said reports are true 

and correct in all material respects as of the respective dates 
\ 
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thereof, except as otherwise disclosed in writing to MSSIC 

prior hereto. 

(d) The Association will, within thirty (30) 

days from the date hereof, furnish to MSSIC a true and complete 

list of the current officers and directors of the Association, 

showing as to each his or her name, title, residence address, 

tenure of office in the Association, stock, total savings, and 

any other obligation due to or from the Association to or from 

any officer or director of the Association, and all mortgage 

loans and other indebtedness owed to the Association. 

(e) The Association has heretofore furnished to 

MSSIC true and complete copies of the Association's Articles of 

Incorporation and By-Laws. 

(f) Except as heretofore disclosed to MSSIC in 

writing, there are, to the best of the knowledge and belief of 

the Association, no suits or proceedings pending or threatened 

against or affecting the Association or any of its property 

before any Court or by or before any governmental commission, 

bureau or other regulatory authority, federal, state or local, 

which, if adversely determined, would have a material adverse 

effect upon the financial condition or business of the Associa- 

tion. 

4. EVENT OF DEFAULT. It shall be an event of 

default hereunder if any of the following shall occur at any 

time during the term of this Agreements 

(a) the Association shall fail to comply with 

any of the requirements set forth in Section 2 hereof and such 

failure shall continue uncured for a period of five (5) days 

following notice of default from MSSIC to the Association; 

(b) any of the warranties or representations set 

forth in Section 3 hereof shall cease to be true and correct 

7 
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and such condition shall continue uncured for a period of five 

(5) days following notice of default from MSSIC to the 

Association; or 

(c) any event of default shall occur under the 

terms of the Subordinated Debenture. 

5. REMEDIES. If any event of default shall occur 

hereunder at any time during the term of this Agreement, MSSIC ^ 

shall have the right to (a) demand and receive payment in full 

of all principal and interest outstanding under the Subordin- 

ated Debenture, (b) exercise its voting rights as provided for 

in the Voting Trust Agreement, (c) exercise any rights that it 

may have under MSSIC'S Rules and Regulations or By-Laws, and/or 

(d) exercise any other rights that it may have in law or in 

equity, and the exercise of any such rightxor rights shall not 

preclude the exercise of others. 

6. TERM OF AGREEMENT. This Agreement shall continue 

in full force and effect until such time as the indebtedness 

due under the Subordinated Debenture shall have been paid in 

full, it being understood that this Agreement shall not termin- 

ate even if the "total net worth" of the Association (exclusive 

of the proceeds of the Subordinated Debenture) shall once again 

exceed three percent (3%) of the aggregate withdrawal value of 

its free share accounts, unless the indebtedness due under the 

Subordinated Debenture shall have been paid in full. 

7. MISCELLANEOUS. 

(a) No failure on the part of MSSIC to exercise, 

and no delay in exercising, any right, power or privilege here- 

under shall operate as a waiver thereof; nor shall any single 

or partial exercise of any right, power or privilege hereunder 

preclude any other or further exercise thereof or the exercise 

of any other right, power or privilege. 
\ 
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(b) Neither MSSIC nor any of its officers, 

agents or employees shall be liable for any action taken or 

omitted to be taken by it or them under this Agreement, the 

Subordinated Debenture or the Voting Trust Agreement, or in 

connection therewith, except for its or their own gross negli- 

gence or willful misconduct. The Association agrees to 

indemnify and hold harmless MSSIC, its. officers, agents and 

employees from and against any and all liabilities incurred 

pursuant to any provision of this Agreement, the Subordinated 

Debenture or the Voting Trust Agreement, or in the exercise of 

any right or power therein conferred upon MSSIC, except as 

aforesaid. 

(c) Any notices, reports or other communications 

hereunder shall be hand-delivered or mailed by first class 

mail, postage prepaid, to the parties at the following 

addresses (or such other address or addresses as shall be 

designated by notice in accordance herewith)s 

TO THE ASSOCIATION: 

Old Court Savings and Loan, Inc. 
25 Light Street 
Baltimore, Maryland 21202 

TO MSSIC: 

Maryland Savings-Share Insurance Corporation 
Baltimore Life Building 
901 N. Howard Street 
Baltimore, Maryland 21201 

provided, however, any daily report under Section 2(j)(iii) may 

be given by telephone, followed by a confirmatory letter. 

(d) For purposes of this Agreement, "issued and 

outstanding voting stock of the Association" shall mean all 

Class "A" (guaranty) stock, all Class "B" (guaranty) stock and 

all Free Share (savings or withdrawable) stock of the Associa- 

tion. 
N 
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WITNESS the following hands and seals as of the day 

and year first above written. 

ATTEST s OLD COURT SAVINGS AND LOAN, 
INC. 

By: (SEAL) 

MARYLAND SAVINGS-SHARE 
INSURANCE CORPORATION 

By, J^f^^^fftEAL) 
Executive Vice-president 

10 
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VOTING TRUST AGREEMENT 

THIS VOTIN.G TRUST AGREEMENT, dated as of July 31, 

1981, by and among the undersigned stockholders (hereinafter 

collectively referred to as the "Stockholders"), each of whom 

owns shares of stock in Old Court Savin,® and Loan, Inc. (a 

stock corporation) (hereinafter referred to as the "Company"), 

and Maryland Savings-Share Insurance Corporation (hereinafter 

referred to as "MSSIC" or "Trustee"). 

whereas, mssic has agreed to purchase from the Company 

a subordinated debenture in the principal amount of Seven 

Hundred Twenty-Five Thousand Dollars (5725,000.00) (the "Subor- 

dinated Debenture"); ' 

WHEREAS, as a condition of making saick purchase, MSSIC 

has required the Stockholders to enter into this Agreement; 

WHEREAS, the Stockholders have agreed to appoint MSSIC 

as Trustee under this Agreement and to deposit their shares of'- 

stock in the Company with MSSIC as Trustee; V 

WHEREAS, the Stockholders have agreed upon the desig- 

nation of the Trustee and upon the form of .this Agreement; and ' 

WHEREAS, the Trustee has consented to act under this 

Agreement for the purposes herein provided. 

NOW, THEREFORE, in consideration of the premises and 

mutual covenants herein contained, and for other good and valu- 

able consideration, the receipt and sufficiency of which are 
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hereby acknowledged, the parties hereto, intending to be 

legally bound, covenant and agree as follows: 

1. RECITALS. The foregoing recitals are made a part of this 

Agreement. 

2- APPOINTMENT of VOTING tbtistrr. The Stockholders hereby 

appoint MSSIC as Trustee under this Agreement. 

3* COPIES FOR INSPECTION AND BINDING EFFECT. An executed copy 

of this Agreement and all counterparts thereof, and of every 

agreement supplemental hereto or amendatory hereof, shall be 

filed in the principal office of the Company and shall be open 

to inspection during daily business hours by any Stockholder of 

the Company or by the holder of any voting trust certificate 

issued hereunder. All voting trust certificates issued here- 

under shall be issued, received, and held subject to all terms 

of this Agreement. Every person, firm, or corporation entitled 

to receive voting trust certificates hereunder (and their 

transferees, assigns, and personal representatives) upon 

accepting the voting trust certificates issued hereunder, shall 

become parties to and be bound by, the provisions of this ^ 
^ ' * 

Agreement with the same effect as if they had executed this ' *1 

Agreement. 

4- TRANSFER, of STOCK TO TRUSTEE. The Stockholders below 

listed, being the owners of at least 66-2/3% of the issued and 

outstanding voting stock of the Company, simultaneously with 

the execution of this Agreement, shall assign and deliver to 

the Trustee the stock certificates, duly endorsed for transfer, 

evidencing their shares of voting stock as follows: ^ 27?2 
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Name No. of Shares 

See Schedule A attached hereto 

-*• ADDITIONAL STOCKHOLDERS. Any stockholder of the Company 

not listed in Section 4 hereof may become a party to this 

Agreement by executing a counterpart of this Agreement and by 

assigning and delivering his or her stock certificate repre- 

senting shares of the Company to the Trustee, and all such 
» 

counterparts shall be deemed to be part of this original agree- 

ment. 

TRUST CERTIFICATES. The Trustee shall issue to each of the 

Stockholders certificates evidencing the number of shares 

transferred to it by each of the Stockholders (the "Voting 

Trust Certificates"), in substantially the form attached hereto 

as Exhibit 1. The Stockholders shall hold the Voting Trust 

Certificates until the termination of this Agreement, whereupon 

such Voting Trust Certificates shall be returned to the Trustee. 

7. DIVIDENDS. Each of the Stockholders shall be entitled to 

receive from the Trustee payments equal to the accumulated cash 

dividends received by the Trustee on the shares of stock depos- 

ited by each of the Stockholders hereunder at such time as all 

sums due under the Subordinated Debenture are paid in full, but 

until such sums are fully paid. Trustee may retain all divi- 

dends received, and shall not be required to pay any interest 

thereon, except for the minimum amount required to be paid by 

law, if any. If any stock dividends are declared, the Trustee 

shall retain certificates evidencing such stock, which shall be 

deemed to have been deposited under the terms of this Agreement. 

3* > o 
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8. VOTING. Subject to the limitations hereinafter set forth, 

the Stockholders shall, throughout the term of this Agreement, 

retain the right to vote the stock deposited hereunder, to 
m 

waive any notice required by law, and to give written consents 

in lieu of voting thereon, on any and all matters, in person or 

by proxy, at all meetings of the stockholders of the Company, 

and in all proceedings wherein the vote or written consent of 

stockholders may be required or authorized by law; provided, 

however, that if at any time during the term hereof, the "total 

net worth" of the Company (as that term is defined in Section 

3-211(A)(3) of the Rules and Regulations of MSSIC, but'exclud- 

ing therefrom all proceeds to the Company from the sale of the 

Subordinated Debenture to MSSIC saving and excepting (a) the 

sum of Two Hundred Thousand Dollars ($200,000.00) or (b)' the 

outstanding principal balance of the Subordinated Debenture, 

whichever is less) shall fall below two percent (2%) of the 

aggregate withdrawal value of its free share accounts, or if an 
•» 

event bf default shall occur under the Insurance Agreement 

between MSSIC and the Company dated July 31, 1981, or if an 

event of default shall occur under the Subordinated Debenture, - 

then in any such case, Trustee shall have'the right (but not \ 

the obligation) to vote the stock in favor of a merger of the 

Company with another savings and loan institution on such terms 

and conditions as the Trustee, in its sole discretion, shall 

deem desirable, and, if necessary to accomplish that purpose 

(and only if necessary to accomplish that purpose), to vote the 

4 339 
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stock on any other matter, including voting for the Section of 

new directors, and to take any other action ^ a 

owning the stock would be able to take. To ensure that each 

Stockholder retails the right to vote the stock deposited, upon 

request of any Stockholder MSSIC shall give such Stockholder a 

P-xy entitling the Stockholder to cast as ^any votes as the 

deposited by such Stockholder would entitle mssic to 

vote, which proxy shall be revoked by MSSIC only upon the 

happening of an event described above which would give mssic 

the right to vote the stock. Each Stockholder hereby agrees 

that MSSIC shall not be liable for any action'by Stockholders 

unless MSSIC actually casts.a vote on any matter or ^properly 

revokes the proxy to be granted to each stockholder. Anything 

hereinabove to the contrary notwithstanding, it is understood 

and agreed that the Stockholders, in voting the stock 

hereunder, shall not have the right to vote in favor of any 

amendment to the Articles of Incorporation or By-Laws of the 

Company, without the prior written consent of MSSIC (which ^ 

consent shall not be unreasonably withheld), and, further, i,.-- 

shall not have the right to vote in 
y ote in ravor of any measure that ' 

would, in any way, damage or restrict the.ability of the 

Trustee to effect a future merger if the Trustee ..should be 

entitled to vote thereon, and any proxy given by MSSIC to any 

Stockholder shall contain the foregoing restrictions on 

Stockholder's right to vote his stock. 

3- IHUSTEjLS COMPENSATION. The Trustee shall serve without 

compensation. The Trustee shall have the right to incur and 

310 
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pay such reasonable expenses and charges, including, without 

limitation, the employment and payment of agents', attorneys and 

counsel, as it may deem necessary and proper for putting this 

Agreement into effect. Any such expenses or charges incurred., 

by and due to the Trustee may be deducted from the dividends 

and/or other monies or property received by the Trustee on the 

stock deposited hereunder, but the Trustee shall not be 

required to collect such sums from such dividend or other pay- 

ments. Anything contained herein to the contrary notwithstand- 

ing, the Trustee shall not be disqualified from acting as 

insurer of the Company's savings accounts, or acting in any 

other capacity, and in such capacity receiving compensation or 

other payments. 

10' LIABILITY OF TRUSTEE. The Trustee shall use its best judg- 

ment in voting the stock deposited under this Agreement, but 

shall not be liable for the consequence of any vote cast or 

consent given by it in good faith or any other action taken by 

the Trustee, in the absence of gross negligence or willful mis- 

conduct. 

11. TERM. This Agreement shall continue until July 30, 1991> 

except that it shall be earlier terminated.upon the occurrence ; 

of any of the following events: 
• • 

(a) the written agreement of all- of the parties 

hereto; 

(b) the payment of all sums due under the Subordi- 

nated Debenture; *341 
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C : : 

(O resignation of MSSIC as voting trustee; or 

(«) the dissolution of the Company. ' 

At the expiration of the tern, of the trust hereby cre- 

ated. the Trustee.shau. Upon surrender of th, Trust 

Certificates, deliver to the holders, thereof stock certificates 

senting shares of stock of the Company equal in amount to 

the proportionate interest represented by the Voting Trust Cer- 

tificates surrendered in all of the stock then held by the 

Trustee. 

12. Binding effect. This Agreement shall be binding upon the 

Stockholders, their heirs, personal representatives, succes- 

sors and assigns, and shall.be deemed a »Votirtg Trust" subject 

to the terms of Section 2-510 of the Corporations and Associa- 

Article of the Annotated Code of Maryland (1975),. and any 

amendment or successor statute thereto « • tftuce tnereto. Any institution or 

entity succeeding to the riahi-c; kt • 
9 ts and obligations of MSSIC 

generally ("Successor") shall serve aq c 
j audxx serve as successor Trustee 

hereunder if mssxc shall cease to serve, and the Stockholder's 

^ ereby ratify, approve and confirm any such Successor. Except 

forth in the preceding sentence, MSSIC shall net have '• 

the right to assign, convey or otherwise transfer its powers •• 

and authority hereunder without the prior'writte, consent of ' 

the Stockholders, which consent shall not be unreasonably 

withheld. 

13. AMSJOMENT. Any amendments to this Agreement shal! be in 

writing and executed by each of the parties hereto. 

-7 
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IN WITNESS WHEREOF, the parties hereto have caused 

this Agreement to be executed as of the day and year first 

above written. 

ATTEST: . MARYLAND SAVINGS-SHARE INSURANCE 
COPRORATION, TRUSTEE 

BY: 

WITNESS: <^f00sJl 

.(SEAL) 

(SEAL) 

*D2?ldsSeptIm^f'tsvs!Siiunder VotinsTruSt 

^npvt nsno _ 



WITNESS: 

^AX^AM^KI. ^Ia..JJJ^jx AIIa . 

■C'O'U.'Of H. 

■CA-^ 

Shana Cardin (Shoshana Cardin) 
(SEAL) 

' ^ (SEAL) 

^   (SEAL) 
Jerom^ S. Cardin, Custodian for Ilene 

Cajrain Vogelstein (nee Ilene M. Cardin), 
mder the Maryland Uniform Gift to Minor's 

Act 

(SEAL) 
OerojH^ S. Cardin, Custodian for Nina 

din Reisner (nee Nina Beth Cardin), 
under the Maryland Uniform Gift to Minor's 
Act 

_   (SEAL) 
Jeromfe S. Cardin, Custodian for Steven H. 
Catdln, under the Maryland Uniform Gift " 

i^to Minor's Act. 

_y  (SEAL) 
Jerom^ S. Cardin; Custodian for Sanford R. 

Caj-din, under the Maryland Uniform Gift 
"o Minor's Act 

maw (seal) 

N-MACKS DEVELOPMENT CORPORATION 
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EXHIBIT 1 

Maryland Savings Share Insurance Corporation, Voting 
Trustee of the capital stock of Old Court Savings and Loan 
Inc., under a Voting Trust Agreement dated the 31st day of 
July, 1981, having received   shares of stock of said Corpo- 
ration from    pursuant to such Voting 
Trust Agreement, which agreement the holder hereof, by accept- 
ing this certificate, ratifies and adopts, hereby certifies 
that   will be entitled to receive a certifi- 
cate representing shares of stock in the Corporation equal in 
amount to the proportionate interest represented by this Voting 
Trust Certificate in all of the stock held by the Voting 
Trustee on the date the Voting Trust Agreement terminates, and 
shall be entitled to receive payments equal to any cash divi- 
dends, subject to the conditions of said Voting Trust Agree- 
ment, that may be collected by the undersigned Trustee upon the 
proportionate number of such shares held by him under the terms 
of the Voting Trust Agreement. 

This Voting Trust Certificate is transferable only on 
the books of the undersigned Trustee by the registered holder 
in person or by his duly authorized attorney, and only in 
accordance with the provisions of the aforementioned Voting 
Trust Agreement and the holder hereof, by accepting this Voting 
Trust Certificate, manifests his consent that the undersigned 
Trustee may treat the registered holder hereof as a true owner 
for all purposes, except the delivery of stock certificates, 
which deliveries shall not be made without the surrender hereof 
pursuant to the terms of the Voting Trust Agreement. 

IN WITNESS WHEREOF, Maryland Savings-Share Insurance 
Corporation has executed this certificate this 31st day of 
July, 1981- 

ATTEST: MARYLAND SAVINGS-SHARE INSURANCE 
CORPORATION 

Executive Vice President 

Trustee 
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OLD COURT SAVINGS AND LOAN, INC. 

Seven (7) Year 10% Debenture 

For value received. Old Court Savings and Loan, Inc., 

(a stock corporation) (hereinafter referred to as "Corpora- 

tion"), hereby promises to pay to the order of Maryland Savings- 

Share Insurance Corporation, a Maryland 'corporation (herein- 

after referred to as the "Holder"), at its principal office at 

Baltimore Life Bldg., 901 N. Howard St., Baltimore, Md. 21201, 

or at such other place as it may from time to time designate in 

writing, the principal sum of Seven Hundred Twenty-Five 

Thousand Dollars ($725,000), with interest thereon at the rate 

of Ten Percent (10%) per annum from and after July 31, 1981, 

payable as hereinafter set forth, in lawful money of the United 

States of America, as follows: 

Subject to the provisions hereinafter set forth, 

principal shall be payable in equal, consecutive annual 

installments of One Hundred Thousand Dollars ($100,000.00) 

each, commencing on July 30, 1982, and on each July 30 there- 

after until July 30, 1988, at which time the entire outstanding 

principal balance shall be paid in full. Interest on the 

outstanding principal balance of this debenture shall be paid 

quarterly commencing on November 1, 1981 and on the first day 

346 

A -2831 



( c 

2348C 

of each quarter thereafter until the principal is repaid in 

full. Interest shall be calculated on the basis of a 365-day 

or, when appropriate, 366-day year. 

This debenture has been executed in connection with a 

Voting Trust Agreement ("Voting Trust Agreement") to be 

executed in substantially the form attached hereto as Exhibit A 

by persons owning at least 66-2/3% of the issued and outstand- 

ing voting stock of the Corporation. At. such time as persons 

owning 66-2/3% or more of the issued and outstanding voting 
i 

stock of the Corporation have executed the Voting Trust 

Agreement, which execution shall entitle the Voting Trustee 

under the Voting Trust Agreement to approve a merger of the 

Corporation with another savings and loan institution without 

the approval of any stockholder not a party to the Voting Trust 

Agreement, this indebtedness shall be subordinated to all other 

indebtedness of the Corporation ("Senior Indebtedness"), 

including but not limited to all loans to the Corporation from 

any bank, finance company or other financial institution and 

all indebtedness to depositors of the Corporation. This deben- 

ture shall be automatically subordinated without the necessity 

of any further action of any party at such time as persons 

owning 66-2/3% of the issued and outstanding voting stock of 

the Corporation have executed the Voting Trust Agreement. 

The Corporation shall have the right, without penalt}^^ 

to prepay the whole or any part of the principal sum hereof 

any time, provided that any prepayment of principal shall be 

■ ) / '-i 
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accompanied by payment of all accrued but unpaid interest on 

the whole indebtedness to the date of prepayment. Anything 

herein to the contrary notwithstanding, the principal amount of 

this debenture, together with all interest and other charges 

accrued, must be paid prior to payment of any dividends to 

stockholders of the Corporation. • In the event that any 

dividend is paid to stockholders of the Corporation before all 

outstanding amounts of principal and interest due under this 

debenture are paid, the principal amount of the debenture then 

outstanding, together with all accrued interest thereon, shall 

at the option of Holder immediately become due and payable and 

the interest rate payable on the outstanding amount of 

principal and, if allowed by law, on the accrued interest, 

shall at the option of Holder thereafter be increased to 1%-- 

over the Corporate Base Rate (prime rate) charged by The First 

National Bank of Chicago to its most credit-worthy customers as 

of the first day of the calendar month in which such payment 

becomes due and payable and interest shall thereafter continue 

to accrue on the outstanding amounts at that rate, which shall 

be adjusted monthly on the first day of each month . to reflect 

the then current Corporate Base Rate (prime rate) of The First 

National Bank of Chicago. 

Each of the following shall constitute an event of 

default hereunder: 

(3) if the Corporation shall fail to pay any 

installment of principal or interest on this debenture when 
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same becomes due and such default shall continue uncured for a 

period of five (5) days following notice of default from Holder 

to the Corporation; or 

(b) if the Corporation shall commence any proceeding 

or there shall be commenced against the Corporation any 

proceeding relating to the Corporation under any bankruptcy, 

reorganization, arrangement, insolvency, readjustment of debt, 

receivership, dissolution, or liquidation law or statute of any 

jurisdiction, whether now or hereinafter in effect; or if the 

Corporation shall be adjudicated insolvent or bankrupt by a 

decree of a court of competent jurisdiction; or if the 

Corporation shall petition or apply for, acquiesce in or 

consent to, the appointment of any receiver or trustee of the 

Corporation or for all or a substantial part of the property of 

the Corporation; or if the Corporation shall make an assignment 

for the benefit of the creditors; or if the Corporation shall 

admit in writing its inability to pay its debts as they mature; 

or 

(c) if any event of default shall occur under the 

terms of the Insurance Agreement dated July 31, 1951, by and 

between the Corporation and the Holder (the "Insurance 

Agreement"); or 

(d) if persons owning at least 66-2/3% of the issued 

and outstanding and voting stock of the Corporation have not 

executed the Voting Trust Agreement on or before September 15, 
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(e) if, at any time after persons owning at least 

66-2/3% of the issued and outstanding voting stock of the 

Corporation become parties to the Voting Trust Agreement/ the 

total voting stock of the Corporation subject to the Voting 

Trust Agreement shall, without the" fault of Holder, cease to be 

at least 66-2/3% of the total issued and outstanding voting 

stock of the Corporation, or if the stock subject to the Voting 

Trust Agreement becomes insufficient to' approve a merger of the 

Corporation or to take any related required action without the 

approval of stockholders not parties to the Voting Trust Agree- 

ment, and such condition shall continue uncured for a period of 

five (5) days following notice of default from Holder to the 

Corporation; or 

(f) if the execution of the Voting Trust Agreement by 

any stockholder of the Corporation violates the provisions of 

any collateral assignment, stock power, or other agreement to 

which the stockholder is a party and, as a result thereof, the 

Holder does not have the right to vote at least 66-2/3% of the 

issued and outstanding voting stock of the Corporation in 

accordance with the terms of the Voting Trust Agreement, and 

such condition shall continue uncured for a period of five (5) 

days following notice of default from Holder to the Corporation. 

Upon the occurrence of any event of default hereunder, 

at the option of the Holder the interest rate on any payment of 

principal or, to the extent allowed, any payment of interest 

then due shall from that date forward bear interest at a rate 

equal to 1% above the Corporate Base Rate (prime rate) charged 
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by The First National Bank of Chicago to its most credit-worthy 

customers in effect on the first day of the month in which such 

interest begins to accrue, to be adjusted on the first day of 

each and every month thereafter. In addition, at the option of 

Holder, as evidenced by a notice sent by the Holder to the Cor- 

poration, the full principal amount of this debenture outstand- 

ing together with all interest then due and outstanding, shall 

immediately become due and payable. The failure of the Holder 

hereof to exercise this option shall not constitute a waiver of 

the right to exercise the same in the event of any subsequent 

default. 
\ 

Anything herein to the contrary notwithstanding, it is 

understood and agreed that if the "total net worth" of the 

Corporation (as that term is defined in Section 3-211(A)(3) of 

MSSIC's Rules and Regulations, but excluding therefrom the 

proceeds of this debenture) shall at any time equal or exceed 

four percent (4%) of the aggregate withdrawal value of its free 

share accounts, and shall equal or exceed four percent (4%) for 

a total period of six (6) consecutive months, and if, in addi- 

tion, the Corporation shows positive earnings (as determined 

under the Form S/L 200 filed by the Corporation) for each month 

of said six—month period, then in such case this debenture 

shall become due and payable in full at the end of the sixth 

(6th) month of said period. 

As to this debenture, the Corporation waives all 

applicable rights, whether under the State constitution, 

homestead laws or otherwise, and also waives valuation and 
r 
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appraisement, presentment, protest and demand, notice of pro- 

test, demand and dishonor, and nonpayment of this debenture, 

and expressly agrees that this debenture or any payment here- 

under may be extended or modified from.time to time without in 

any way affecting the liability of the Corporation. 

This debenture is issued in the State of Maryland and 

all questions pertaining to its interpretation and enforcement 

shall be determined in accordance with the laws of that State. 

The specification of any right or remedy herein or in related 

agreements shall not be deemed to limit or be in lieu of any 

rights of the Holder allowed by applicable law. 

All notices required or submitted under the terms of 

this debenture shall be in writing, and shall be hand-delivered 

or mailed by certified mail, return receipt requested, to the 

parties at the following addresses (or such other address or 

addresses as shall be designated by notice in accordance 

herewith): 

To the Corporation: 
Old Court Savings and Loan, Inc. 
25 Light Street 

Baltimore, Maryland 21202 

To the Holder: 
Maryland Savings-Share Insurance Corporation 
Baltimore Life Building 
901 N. Howard Street 

Baltimore, Maryland 21201 

Except for a collateral assignment of this debenture 

to any person for the purpose of securing the indebtedness of 

the Holder, or an assignment to any institution or entity 
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succeeding to the rights and obligations of Holder generally, 

the Holder may not transfer or sell this debenture. 

This debenture is subject to all the terms of the 

Insurance Agreement and the Voting Trust Agreement. 

For purposes of this debenture, "issued and outstand- 

ing voting stock of the Associati6n" shall mean all Class "A" 

(guaranty) stock, all Class "B" (guaranty) stock* and all Free 
• I 

Share (savings or withdrawable) stock of the Corporation. 

IN WITNESS WHEREOF, the Corporation has caused this 

debenture to be executed on July 31, 1981 by its duly author- 

ized officer and its corporate seal affixed, on the date first 

above written. 

ATTF^T1 • OLD COURT SAVINGS AND LOAN, INC: 

By: (SEAL) 
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JOMH J. CORBLCY 
jccwetary 

STATE OF MARYLAND pfg ] 7 1982 
.£! 
< 

department of licensing and regulation 
DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 

ONE SOUTH CALVERT STREET . SO.TE 100« . BALTIMORE, MARYLANO 21202 

minutes 
January lil, l98i 

Board of Savings and Loan Association Commissioners 

CHARLES M. BROWN, 
director 

JR. 

BOARD Of COMMISSIOHC r 

•. THOMAS CISRIEL 
Chairman 

JOHN M. BALDER 
VICE CHAIRMAN 

*ANCY ER»IN 
jay riTICCRALO 

EWANK L. HEWITT, JR. 
JOANNE R. KERSTETTER 

Charles k. rittenhousi 
. ""oaous e.SAWYER 

L. IT OC KIDA LE 

cl.tlll!*r«26|h r*"11"0 of t1'* Board of Saving* and Loan Asso- elation Commissioners was held on Manday, January 18 1982 at 

<;n Jj/r"1!* 0m ,006 of the 0ne South Calvert Bulldlno One 
St,■"t, ""'tl-or.. H.ryt.nd 21202. (JJ. ?,; ?„"! 

TJ H82 !)* """"S o^'sln.lly .ch.dul.d for Thursd.y, 

w. Thomas Glsrlel, Chairman 

|anCrT^rrIn , Joanne R. Kerstetter Jay FltzGera d Charles K. RIttenhouse 
Prank L. Hewitt, Jr. Broadus E. Sawyer 

Robert L. Stocksdale 

John M. Balder was excused. 

Also present; Charles H. Brown, Jr. 

DI rector 

William S. LeCompte, Jr, 
Deputy Ofrector 

Alan H. Foreman, Esquire 
Assistant Attorney General 

Cha r 1 es C. Hogg, I I 
Maryland SavIngs-Share 

Insurance Corporation 

James 0. Laudeman 
Callahan, Calwell S Laudeman 

Barry J. Renbaum   
Custom Savings and Loan 

AssocI a 11 on 

Eugene Hettleman 
Merrltt Savings and Loan. 

Inc. 

Savlnal Tni'T0 una"Im°us vote of the members of the Board of 
wen Into p Lofl" As5°c'af1 Commissioners In attendance, the Board 
to ord.J at oem ? "ft'r th' """"S w.s c^ll.d 
tlve ? * then cons,dered those I terns on the Execu- 
and w^th ro" POrtIOn *1 ^ Wh,ch' !n the BoaJudgment 
LetUo ^ ?! cou""1. to be exempt from ope. 
• nd 2,SC"SS|<"'- The Executive Session was adjourned at 215 p r. 
was e«usedr?ror^V'fed 'm " c,' 1 "9 at 2:20 p.m. (Hr. Bro^n' 
leqls^aMv ffO" the Execu l»e Session as he was In Annapolis at a 

PuhUc ^eetlnT" " returned In time for the 
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Minutes 

win In'^'r1?' '":'ted that the qootat (on sttrlbuted to Mrs. fr- 
1981 was not<'cle«rr'9w°Ph P"t' 3 of "^"tes of December 10 
read: The Director su9"!!"'i the quotation be amended to' 
part of «nv f

,^ector may require en association to Include, as 
which cI a rIfIes Uor a,vert,sfn9 material, corrective advertising 
ance wuJ his, r TT?"'5 n"1, that Is not In aocord- 
clarification? re9u'a 110"s •" Erwln agreed with Mr. CIsrleMs 

mous lyHresol ved0by^t he'"commas si' ^' !eCOnd'5<, ^ Mr- "'"'tt and onanl- 
t.e minutes JXl ^elbe":1 m^Un^^"a^n^. ^ 

Regulatory Considerations 

^mtndments to ry 'and Agency Rule 09.05.01 18 - Advertising and Promotional Activities" '■"•"'•Id 

LeComp te then outlined ?he'ch^ges'^a^t'^h" ^ ^"si 71 i "" 

Sales^"rtLIf9'^<, t0 sectlori H df Regulation .18 "Use of Brokers- 
maximum n b^oke","?. J5'/"5'" th' 'Imitation allowing a 
a broker and the percentage l'l'mltat^o *1 "" —through 
savings that mav ^ r^en t®gc ^ ',I1' ta 1 1 O" on the aggregate amount of 

:::%ed:;:f:edd"o^ct^e:d" 

toeC-9m"-danya^claEtrri:-toThe 

:^:t;^!-d:h;:fs:': : ? 'Tri:^^:::l^r:^"s 
with regular I ons of*theD^vlston? ^ n0, -"^-e 

redr0n;dG'5^e' rV'u .'T he had P^lams with both proposals as 
th/nr , 0ted that 11 was the '"tent of section H(l) of 

assoc a??on fr0 Pr0hIb,t ^ Erector, or employee of an 
the language ITthU M 6 broke^ Mr' Glsrlel did not feel that 
discussion the Boa^d « !I WaS C 0n thls poInt- Af^r a brief 
.s fotlows:' t0 amend Sec t Ion H ( 1 ) of Regulatfon .18 

or re^lnte7h,br0k?r' ' PerSOn ^P'^ed. encaged. °r retained by an inst.tutlon for services consisting n 

of o r0 [ n r r PT of 501 ,c' t'ng or obtaining the ^pen^ng 
flon a ^ 5 a v'n 95 accounts in such Institu- tion. An Individual who Is an officer, director or 3 5 r) 
employee of such institution may not act as a broker.- A 81)2^) 
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'n91 s^gn.'irt^r^'r'?9 ,o ^ver,,s- 

bt ^ t^at the f I rst sentence b^amrnded 

   

(nous I y resolve<|0byMtheHCommlss |eCOnded ^ Hr' Flt2G<!r«'<J «"<' unanl 
tl-e proposed -enLe^s to ''^1"?^'^ e0ar<i ",f'ro-d 

•bove. regulation .18 with the changes noted 

P roposed Ne^"^ rWan"^ ' ^' T",'* ^^^.37 and 
"Ir,. W n r'a ry ' and Agency Rule 09.05 .01 37 - Insured Deposits In Other Associations" 

month's mee t°ng ^the^had"1^ "s^ Comm ' 5 5 1 one r 5 that at last 
concerning associations I nv^^ t lJSSe i 3 re9u,atory proposal 
elation. As a t of t^ " ^ dePos'ts ^ mother asso- 
qucsted to red ra" t^c p roSos^d'. % f '5 '00 ' the Staff was r- 
deposlt nay not exceed 1? of rh clcf'"9 the requirement that n 
able accounts Mr L^CnL? ! recipient association's wlthdraw- 
tion that the phrase un^esi n ^ r*fere"c*d GIsrIel's sugqes- 
P laced after "the Investment °(!

herw,Se aPProvcd by the Board" be 
or 51 of the total net worth o/the^ eX"e? thc ^rpater of $100,000 
than before It. These chTnoes hnv^ depos ''."S association" rather 
designated as Prooosal A r u?" 'nc,lJ<,ed 'n the draft 
Board materials for todays meeUng. "" lnclud•<, th <he 

let,errofL0eCceTbe%t
S

h:n|;8ri'r:Mch
hO

h
t " 0f $tanf0rd H"S ' to Regulation 37 was dlstrlhut h i*2 SLI9?cstcd ccrtnln changes 

-d .ha, Mr. cis3?,:?5^s: e
u e

d
d
p
t

r :rs;:f 

suggestions In redrafffno fh 60 , staff to consider Mr. Hess' 
with the Board materials was drafted il Pr0p°sa

1
,.B' a,so Included 

suggestion"; UnH^r ♦ k j * drafted along the lines of Hr. Hess' 
in another association ^ocated^ 'thn assoclation ,Tiay Invest funds 
vestment does not exceed 4 of .i Jhe,State Provided that the In- 
'tlng association but not In 0 1 '01a' savings of the depos- ^■diion, out not In excess of $500,000. 

^teria?sli:;rM,r;da
Lv'r^e,rted 'hS' 3'SO "> th thc Board 

her 18. 198^^ LU HoUeV" ZssT 0' date<, D"-- 

on deposits In other savings and loans ? e°ard's r'^- 
was submitted on behalf of MSSIC ^ w_11 h,s ,ettert which 

associations. Mr. Holmes suggested that the rT,e,Tlber 

blllty of allowlna a«; ^ or I t r I ^ n c » ^ • Board review the possl- g associations to deposit with FSLIC- or MSSIC- 3^ 

A ^ ^ 9 Cl 



^ Invest"^ I "h'the "co'"6 "■"? authori'V <.lven esso- 
.he a0.rd g,vc ^;s:r::::nr he

ba;a
k
c

s; 
each separate account ^ t >. that MSSIC insures 

suggested that the Board conslde^ e's tab I fs h I 0 * J
LaSt,y' hr' Ho,mcs 

ters based upon the size of th* J estfb 'sh n9 Investment parame- 
t^e recipient Institution? ^P^'tlng Institution rather than 

drafted. He ^ot ed^ ha t ^ W hPPOh ' p ? 0n t0 th< Pr0P0saIs as re- 
Investment which does not '■"P05"1 A would permit an 
of the total net worth of th^W ? ?rca,cr of 5100.000 or 5^ 
tlon would force a highly MauU^! ?9 ^5 soc 'a 1 1 on • this llmlta- 
outside of the savlnos anH I association to deposit Its funds 
means of deposits In banks fedJ^r T* 3,50 OUt of State by 

funds. He did not see any'reasnn r Unds'.or ,T,oney market mutual 
from depositing more than $100 000 ? restr,ct a liquid association 

- th. run<1, orr Insured by c?u^? on- f I a t I on so long 
has no problem with the trln-acfTnn ! /SLIC nnd the Division 
this was the way the reouIaMn ' r' r'tzGeraId noted that 

6 re9ulatIon was written a few years' ago. 

association's funds ^ I ve rs I f fed ' 66 3 bad idea t0 haVe an 

also noted that the wlthdrlwl? i the event of a failure. He 
one time could cause a probUm f 3 Jubstarit|al amount of money at 
dsrlel stated that th/n ^ the rec,P^nt association. Mr. 
the amount of money that Isinvested b re9uiat,on ls to monitor 

Mr. FltzGerald agreed and not ri 1 0nC assoc'atlon Into another 

association, not the deposltlnc Jcc ' .thc,kcy was w' t ^ the recipient 
the Board consider olaclnn It i SOC at'on, and recommended that 
datlon could accept ?rom9an^ " amOUnt the r-Ip'ent asso- 
the recipient association be res t r tc t^dlf 1 ' 0n " He s^Qested that 
excess of 5t of Its assets from !nv accepting an amount In 
discussion, Mrs. Erwln suggested that^he1^• After 8 br,ef 

tlons on I nves tments - -one -irMr • ^ Board consider two regula- 

fC,t th8, ^ covered un^ r't he °' bUt hC 

tc °btIin\7enofrecntcr's,prMorhwMtt
r Board,^""<' associations 

as Is required under the current r^n6? ^PP1"0^1' for such Investments 
that these Investments are -.nth .e9^1ation. Mr. Stocksdale stated 
any reason for requiring the Director^ StatUt^ and he d,d not see 
that the answer was In reonIrInn tK aPProval. Mrs. Erwln felt 

'^vestments to the Director rather ^ 3SS°c'at1ons tc report their 
Mr. Stocksdale Indicated that thU than having hlm approve them. 
nonthIy/quarter|y rtport (rorrn could be done by means of the 

"as present^at ^e'U n9 ^n d r J ^"^7 0f and Loan 
address the Board c on"e ! n Re n u u't ^n ^ ^ ' ""-sted to 
the disparity between Regulation 17 Ins ^ n Rcnbaur« emphasized 

ions and Re9u,at,on S 1 - ^s i ^n ^ ^ ^ ' P a^T ''he ' s t! t^^ t ^ r 3 
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savings and loans should be abU fo i 

" St.nte or o^. m","th'r 

does rot Permit'st^te-cha^.J^d financial Institutions Article 

associations outside of this StflfaV "w5 a^£, ,oans to '"Vest In 
tlon cannot be changed byreo^ a "on thls P^UI- 

felt that the Drohlhlti tlon. Mr. Renbautn stated that 
(12) (III) authorizes savlnos and re9u,'torV as Sec,lon"-% S'a) 

"LIC. he I n te rpre ted to be"^ '? '"V!!, """gatfo^ 
Insured associations. savings deposits of FSLIC- 

that It'.as'hl'ropl'nfon0^^ 'h.' "oa^i" S?:ln9S Lo"'. ""ed 
n savings and loans outside nf t-h c cou'^ authorize deposits 

J on 9-MS(a)(,s) of the nnanCa 'in'^: M S«- 
that under this section the Board cinlJ I' Article. He added 
^es.^nts allowed ror f„dero, ^-^rlrco^r:^?' 

fore^i^ "nce^in'r'th'e^porn^r'Ia^sTh' ^ r^«s"d fro. Alan 
man ^,th respect to the Financial fSrS' Renbaum and Hettle- 
was Instructed to work with Hr 3' ' n5 1 1 1" 110"s Article. Mr. Brown 
for consideration at next month's ^Ung? redrafti''9 the proposal 

■■^eo^«^rAnr?:c:^i"r^%"^o-y Ru,e o9.o5.o,.«o-i. 

PosslbU "aJrfn^hU^assls'tinci co"?^^ '"l B°'rd ',<Kl "'"ussed 

?^n 5 * 0ne v'aY discussed was to allow d#.f 9 ^"i10 sav'ngs and s Idered as part of net worth for til?? Income to be con- 
poses. A study was made by the OivL? ^datory accounting pur- 
determlned that deferred fLs were o ^ ■""t 11 me. I t was 

'"9lo- In helping to bolster any a a 1 ^ • J ^ ^ — 

deferred fees to be IncTudld 'al par! of5'0 ' r0'CS r"'avtd'! '<>' 
"orth. The Division has also found L. anassoclatlon's net 

?? s,gn,f'cant for many associations 11 efe^rec, fees are becom- 
a lowed on residential mortgage loans Fo re^U,t of P0,nts being 
Division drafted for the Boards ™ these reasons, the 
posal which will Include deferred fees 3 re9u'«tory pro- 
Spec I fIca1 1y, Regulation ^0-1 ha^ h PSrt 0f net worth. 

ed Initial Ioan charQ's antj fen aniended to Include "De- 

association's reservese ComnT' 1 feeS" 35 ^rt - 
^charges and commItmc„t fecs-are d^^d^n".^;:;^^ 

^rynrr'::d^y''^H^--'-:s^rcreHr -d un»nl- 
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Alternative Mortgage PI 

approval by the Board ^rSaWngrinrLoa'''a"5 SubmItted for 
sloners: 9 " ,-oan Association Commls- 

BaJ 11 more County .nd ASscclaMon 

which provUes '0"^%^" o'f US ' ^ ? rcr'<"<>' 

adjustments. The Interest r«f y<?ors w'th annual Interest rate 
Treasury BIl, a uc 11 on ra te ; Jowe ve r"0^:^ ^d thC 3-^r 

Increased or decreased by more than'l* '"^rcst rate may not be 
or required notice before any ra te ' adj uHmeJ"'' 15 " 30" 

Chew Chase and Ln)|n| 

The following si* plons w<.rc appr<!V(,d for Chcvy [(i(is<!; 

Mortgage with a 6a Moon'payment' (00-t'arh) I F'Xed Pay"'ent 

revision of a plan previouslv. ' AR«)- This Is a slight 
Chase. This revision simply pU^T, y Bcard for ChevV 

v — .. .here Ls ^ 

ho r tg age t h 6^'Toon ' Pa'yme'n (00 "e^ RH 1 ' ° 6 ' ' F'*Cd 

s on o a previously approver^in or rh rH'' '* "S° a re'"- 

slon places a cap on t" Interest ra^e dff^ f5," Th'5 rev|- 
5%, however, there will h#. ^ deferential of from 3 to 
"mount that the monthly p r I nc I paTan d'I ',",ltatlon P'^ed on the 

y principal and Interest payment can Increase 

Rate - Call Option .or,gage loan 

~{^rr/lhl Deed o f "t r u I^'no tl' ' r Thy T < ""--"chi du I e 
call the loan after 3 to 10 years as haS the 0Pt,on to 

l^--:":%^d:y3^^r-Hv--'«--tJo;"i:j:r::rr«rad. 
a 90-day notice prior to e*e r c ^s Tng ' t he ca^ T^p t ^ ' 

(For use only In Vlrg^n")d "th's'fden t'" T' ^ 6 esl|oon Payment 

approved by the Board for first mnrt ? P WaS Previously 
as Maryland and the 0 c^ o 'co'I m" '? V'r9l'"a 35 

ayK5!r.s,s; 

>0 h! O c > 
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to be changed to another predetermined fixed rate which will re- 
ma I nicon5tant throughout the remaining term of the loan unless 
the 'ender exercises Its option to convert to an adjustable rate, 
at which time Interest would be adjusted based on a predetermined 
Index and a predetermined fixed differential and the rate would be 
adjusted on the same date every year thereafter based upon the 
applicable Index and differential. The Index will be either the 

IT .0r.?, Treasury B"1 rate and the predetermined dlfferen- t al will be from I to SI. The lender has the option to call the 

L3 yearS 0r 65 estflb"shed by the loan contract. There are 30-, 60-, and 90-dfly notice requirements, respectively, for 
rate changes, monthly payment changes, and the exercising of the 
call option provision. 

(6) Call Option Mortgage Loan ("COM"). This plan provides 
or a term from between 15 to 30 years with a corresponding a mo r - 
zatlon period. It contains a fixed Interest rate over the life 

OJ the loan. There Is « call option excrclsnble by the lender 
a ter 3 years. There Is the required 90-day notice before calllnq 
the mortgage. 

Citizens Savings and Loan Association. Inc. 

Citizens has requested approval to offer the Renegotlable 
ate Mortgage plan adopted by the Federal Home Loan Bank Board. 

rederol plan calls for Interest rate adjustments every 3 
years, and there Is a limit of lit on any Interest rate adjust- 
ment with a 5? rate adjustment limit over the. life of the loan. 

Fairfax Savings and Loan 

Fairfax has requested permission to use the 3-year callable 
mortgage plan previously approved for John Hanson Savings and 
Loan. It was noted that no documentation was submitted with this 
req ue s t . 

Friendship Savings and Loan 

Friendship has requested approval for a plan with a term of 
trom 3 to 10 years amortized over a 30-year basis. This, natur- 
ally, results in a balloon payment. The lender will give 90-day 
noticeand agrees to refinance the loan. The Deed of Trust 
specifies that the borrower will bear all costs associated with 
the refinancing of the loan. 

Friendship additionally reguested the Board's approval of 3 
amendments to the previously approved plan for the Hunting Pldge 
Condominium project. It was noted that this Is the alternative 
mortgage plan which is linked to the Issuance of a Prince George's 
County revenue bond. The association reguests the following; 

(I) That the adjustment date be changed to correspond 3G0 
to the Issuance date of the revenue bond versus the loan 
settlement date; 

A C ^ , 
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(2) 

cLJS"fro^3on%c: 
y prior to the adjustment date; and 

(3) That the bond Index used In the rat* n A I ii< t- 

^Mcr to' h' l0t:st pub I ished at least SO daya 
sufficient tire r a Ju5tment date In order to Insure sufficient time for proper notice to the borrowers 

j-In co In BuNdlnq Association 

'n.rnLij"^mrr?nU::rD? ''i:i?,h
0n 'PProved 

vision every 3 ? or % C simply provided for a call pro- 
They wish to U P^rml tt.rto^cH 1 ,0 ,n the ,0"n """act. 

. or 5 years as^Tied 'o by" J pa^tUs '• 3' 

;fo:"u:!
s™: po,,'y 

prior to e*erc I s'ng any cmT'p rovf s I on. ' notice 

above "alteJnaUv! roo r t gage'p wnd s,!ccnded bV «r. Hewitt, the 
s I oners present sublec? ? 1 aPPrt,V5d by the Conmls- 

documentat Ion by thi OIvIslon Mr H ap[rOVa' °f "" "Oulred 
O" the plan subm I t ted b y C11 i yen« e f"'" abstal"<f from voting 
-ted In opposltlon toLI ncol n Bu I ^d^ng^Assoc I a"on 1 s i 
tolnlnq a 1-vear rail t . " ssociatlon s plan con- 
Pl.n served ^e p^b 1 ! c" ^ ^ d,d "0t f« 1 -ch a 

Savings Plan^ 

approval/0"0"'"9 sav,n9s P|a" ""e submitted for the board's 

American National Pulldlno and Loan 

IRA and Kcogh Accounts; 

0) ^ 3-year |RA ccrt,ffcate account; 

3 l-Z01lh S'nB]] Savers certificate account; U 6 month money market certificate account' 

fjj regular passbook account; 

(6 I 8-mon t h nr,^ble ,RA certIf>cate account; vo; ie month fixed rate IRA certificate. 

Chesapeake Savings and Loan Association 

IRA and Kcogh Accounts: 

( ' ) f7 I xe d rate - 18-month c#>rtlflr-f k 
the 30-month small savcrs certlflcate'ratrrn eSfect" 
at the t ( me the account Is opened. 

<Z) belo^.'T ratC " ,eT"th "rtlflcate based upon « 
rf:a9c of of theV1 
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1rfax Savings and Loan 

month T-B I M rlte^wh^h at 3 rft€ ^ above the 30- 
annua I I y on ' 'a^d "V. . ^ Sem,■ 

l»en Burnle Saving and Loan 

18-month IRA certificate wi»», 
6-corth a ve rage of tha 30-r,ontJ T-B I I t^ra ta UP<>n the 

('n t a ra s t payable saml-annuaIly,. 

john Hanson Savlaa5 an* 

IRA and Keogh Accounts: 

(U 30-month certificate; dividend rate I2J n.r 
annum, jobjcct to chance bl-weeklv b,< ,< 
30-month T-BIII auction rate. UPO" 

^BMr^Jun^^raccoun" 

(2) 

(3) 

abovrJlle^l'-da'yVSM,3^0' baSC
h

d UPon ^ ^ 
by the Executive Committee h 0r.such rate established 
conditions, not to exceed ^"^ 00 CUrrent market 
rate. exceed 21 above the 91-day T-BII] 

Had Is on Square Permanent Building Association 

4 ? "above t he'' 9 ^ dly^! B l'H ^ « — 

Hldstate Savings and Loan Assort.,-^ 

18-month IRA account with a fixed rate of t-5 ^ 
pounded dally. r«tc of 12?:, com- 

Senator Savings and Loan Assoclaflo. 

2-year IRA and Keogh Accounts at s flva>^ 
the 30-month T-BIII rate fate based upon 

^ee^ly Savings and Loan Association 

18-month fixed-rate IRA account not to exceed as k 
the mos, recent auction rate for 30-»on'h "B, "s 

^ImU^menent Saving and Loao ^ j 

18- mon t h fixed-rate IRA account nt* , > 1 

not to exceed 13^. ' te to be Set by Board, 

AS62S7 
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Eastern Savings and Loan Association 

Rate not to exceed 1^ 
be I ow the prevoI | |ng 
prime rate $1,500 minimum 30 days 

Had 1 son and Bradford Savings and Loan Association 

Fixed rate not to exceed 2i 
above the rate paid on 91- 

'•|,llls 91 d,v, 

Covernment Services Savings and loan. Inc. 

IRA and Keogh Accounts; 

(1) 18-month fixed-rate certificate at a rate equal 
to the 30-month smnM severs certificate rate. 

(2) 18-month variable-rate certificate based upon 
the 91-day certificate rate, which will be ad- 
Justed the first day of each month. 

E1 I wood Permanent Building Association 

Fixed-rate IRA account, 30-month term not to exceed 15^. 

Bohemian Amerlc/m and Loan A< , „ , , 

Fixed-rate IRA account, term of 18 months or more rate 
no o exceed 2Z above the 26-week Treasury Bill rate. 

Citizens Savings and Loan Association 

IRA and Keogh Accounts: 

30-month variable-rate certificate based upon i% 
above the 30-month small savers certificate, with 
the rate to be adjusted the first day of each month. 

above ^a vTncs "rMa ^ sec0nd€d by "r. Rlttenhouse, the 
Mr GIsrIel ab< appro^d ^ the Commissioners present, 
can NpMo > i i voting on the plans submitted by Amerl- 

subml ttednb! M0 H' StraSda]e abstaIn^ ^om voting on tHe plans 
Permanent. ad,son and Bradford, Bohemian American, and Ellwood 

Subordinated Debenture s 

Chg —Chase Saving*; and Loan. Ijic. 3G3 

Hart In ' 0 L^Co7Pte ^ated that by letter dated December 2A I98I 
approvT^' for-3! atI

C0UnSC,
I
f0r CheVy CheSe' -nested Bc^rd ' 

debenture- 7.'% ^, f
t0 SSUe up to 321 million In subordinated eoenture.. These debentures were to be sold to the Marvin 



PO" 0f "" ^-'-loners on 
ception of Mr^9 1e appr°va] of 311 Board members with the ex- 
reached Mr l* rrW an Mr' Sawyer' ne' t he r of whom could be 
tr fv tL f

Lef0,T,Pte
f
statcd that the Board was now being asked to ratify the telephonic approval of this transaction. 

.,na 1°" 'n°t,0n of Mr • Hewitt, seconded by Mr. Stocksdale and 

rntmeTt(V:rr ^ the CommIss'oners present, the Board 
Chase to 1 s 7? r.' M . ^P ^ ^ " f ' hr n0flr<J -"'or.zln, Chevy nillllon In subordinated debentures to MSSIC. 

Custom Savings and Loan Association. Inc. 

R^nKa
Mr' ^eCon'Pte thcn 'nformed the Board of a request from Barrv 

x- fnc:Tr::Tr"iurer of c,'sto"' s, y 5500,000 In subordinated debnntur.s to Temple Finance In r«- 

tor""lss
U^rby"^ol'nnSl 5500'0?0 In another subordinated deben- 

st I tut ton ?L , ?"• 5 dryland financial In- debenture Issued by Custom would pay a rate i? 

of'ein^eresr0to'"beya°^n S^^"®"^®»0^hereStsVaSpossfb?e'confl^ct 
present and could nol!! hi '■ Hr' BrOWn notcd that Mr- Renbaum was possibly answer questions the Board might have. 

should'be'res'tMcIed'h3^' hC,fe,t th,S typC of transaction 
commercial t I between associations and either MSSIC or a commercial ^nk Insured by the Federal Deposit Insurance Corpora- 

event Temnl exp'a'ne(J that he was concerned that In the 

ruptcy ^he Trustee r^ r^'31 d,ff,cu,tles resulting In bank- 
due from r stee In Bankruptcy would have claim to the $500 000 due from Custom and the association would not be able to obf.In 
payment on the debenture they hold. taIn 

lion by'TempSTwould'be n i ^ d H ' b M U y •''o T T^mp 1 ^ F I " ' ' OC ' 3 " 

&n^oWMCbh "a5 "«< worth to covcr the obngat^on. 
deh*. re' f stated that Custom had first explored selllnq the 

?n9 LUtre„ ry;a„edMNrri'°nd
1
Natl0n"' his "nde^tln^- 

rangen,ent National was not Interested In this type of a r- 

Mr . 

this tr n^a^tfon" " ^^In^au^ H u'fha t P I'he" ^^"b r I e f I y " "s" " 

such similar transactions. ^ o^ 
3b4 

A S (]0 K ■' i 
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In fhHr' retileman asked ,f an association could legally Invest 

Ucn UU«s h
0rL f?bt ^ ;C,"PU n— 'oJ'dlsc". 

i * Reeling of Mr. Foreman that It was a dcrm1<* IKi 

!n%vut
t:^s

u^u!?^,:,(")<,i) ^ si-io'<h' <"* h::::'uru 

by Nr!hStock,rd.u"^de^ <:?wC!r",i,i OVer ,he bankruptcy point raised 
exp lorl ng the poss'bf 1 I^tv tha t 'th^v H:" "'V'' 
ordlnoted debenture. could purchase Custom's sub- 

Service Corporation 

Fa 1 rfax SavUgs^ind^oan' ,,ho"y-owned subsidiary of 

? rij; fr -- for., end u,,? brH^^J^an'.^ been aPPrOVed f0r 

unan Imous^y ' resolved'b^th^C by Mr- R'ttenhouse and 
?™d 

Report of the PI rector 

Applications Pendlnn 

Chevy Chase Savings and Loan, Inc.-- 
Branch Office 7700 Old Georgetown 
Road, Bethesda, Maryland 

Twin Pines Savings and Loan Associa- 

tion -- Re 1 oca t I on of Principal Office 
from '05 Centerway Road, Greenbelt, 

Centerway Road, Greenbelt, MD 

Merger of Howard Loan and Savings 
Association with and Into Liberty 
Savings and Loan Association 

Savin9s and Loan--Branch Office 
5/33 York Road, Cockeysv I I 1 e , Maryland 

Eastern Savings and Loan Assoclatlon-- 
Branch Office S001 Liberty Road, 
RandalIstown, Maryland 

Hearing Da te 

In Re vI 

to 

Maryland Capital Savings and Loan Asso 
claiIon--Branch Office Charles Street 
and Maple Avenue, LaPlata, Maryland 

In Review 

In Review 

In Review 

In Review 

In Review 

3Go 
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Government Services Savings and Loan, 
Inc.--Llmlted Facility Branch Office* 
River Road, Potomac, Maryland 

Liberty Savings and Loan Association-- 
Branch Office 10707 York Road, 
CockeysvMIe, Maryland 

First Maryland Savings and Loan, Inc.-- 
Limited Facility Branch Office 
South Light Street and Henrietta Avenue, 
Baltimore, Maryland 

John Hanson Savings and Loan, Inc.-- 
Relocation of a Branch Office from 
Stewart's Golden Ring Mall, Baltimore, 
to Golden Ring Road and Kenwood Avenue 
Baltimore, Maryland 

Fairfax Savings and Loan-- 
Vlclatlon Order on advertising 

Other Buslness 

In RevIew 

1/29/82 

2/19/82 

Hearing Date 
to be 

fs t nb I I shed 

Rescheduled 
2/2/82 

Mr. Glsrlel requested an update on the 
alternative mortgage loan bill. Mr 
had been Introduced as Departmental 
not yet been 

status of the Board's 

scheduled for hearing 

Brown stated that the 
Bill No. 8 but that It 

bill 
had 

"r5-, ^rK," Inquired as to what has transpired concerning the 

andTSIn t^rlng.on the violation order Issued to Fairfax Savlnos 
Janua ry I I h««r,n9 rescheduled fro^ January II until February 2 due to various conflicts. 

versus C? V thc '^"Iflcatlon Issue of passbook 
slid thai h ,^CCOr^ becn f,ni'"y resolved. Hr. Foreman 

meeting ^ "" CP'"'°n thls ,"atter th« next 

Adjou rnmen t 

Board^^n'bJ'h9^35 ad
rl

OUrn/d at
c 3 = 30 p.m. The next meeting of the 

The Board wMl h ?/" T^rsday' ^bruary 11. I982, In Room 1006. 
lie ^ ^ ExecutIve Session at 1:30 p.m., with the pub- lic meeting to begin at 2 p.m. 

Respectfully submitted, 

Charles K. Rittenhouse 
Secretary 

3G6 
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executive SESSION 
January 18, 1982 

Board cf Savings and Loar Association Commissioners 

Corporiu^rin^jV""":! S«'"9*-Sh<>re Insurance 
Board ^Hn^" ,,'V,"d to «"« Executive Session of the 

Yorkrldge-Calvert Sav|n<,s anrt !„„„ 

Yo^fdoe!^?:^?^'/5 d,•"u"", at '"t •«««' 
merger of March of iJfi? ^ [^"ested to account for their 
The association engaged Peat"^ M |Pt!rChiSe Method,, of accounting, 
certified as to !hc ^nnr f' Marwlck «"<* Hltchcll who have 
retroactively to the March'm'110"055 us' "9 the "Purchase Method" 
Board however has taken 1 The ,,on,e Loan 

accept the use S?^the^ "Purch^" ' 11,0n that the* ^ 
-erger where the .e^ged ^nU "^Cfd^t' 

createen tniliyn'o^vUbnUv^ an ""elation cannot 
Method" of account^naSfiffh by meanS of the "Purchase 
tation regarding Yorkrldae Ca 1 35 feqlJeste<, suPPortlve documen- 
the next coup! ^of r s^9' Af " * 0pCrat,n9 Projections for 
Federal Home Loan Bank Board to H?1"' ^ T We Wm contact th« 
feel |S appropriate? discuss what course of action wc 

to obtlin^5!'6' Stated that the FHLBB has been actively trylno 
American National PWhtneA Yo r k r 1 d9e~Ca > ve r t Including 
concerning^ wha ? Is s 1 s Janc^! r 'k ", ^ ' 1 ^ ' Ca,,ed the B*»k Board 
the Bank Board was c^rentW ofJ ?9 of

k
fered' they were told that 

the Maryland market?9 ^ and to thcreby gain access to 

th. '' 'i* Ffdral Lo" «•"<' •>«« 
of the type of charter wh^n'v "-eCompte stated that regardless 
assistance from elther'nSSIC of"?^!! 1'° k mer9er requiring 
With fK- I • c,lMer or PSLIC you have to proceed iolntlv 

vide funds? S 'th": t^pro'" 

3G7 
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Mr. Stocksdale asked if they were curr*»ntlv, . ^ 

agreoment with the regulatory agencies Mrr an 

that he understood that th»v, \ 2 . j LeCompte stated 
that contain numerous sanctions whl^M an ,nsurance agreement 
at a previous Board meeting ^ Hr- BrOWn had d,5cussed 

Board. Mr. LeComp t^sald'no afh'0n WaS be,n9 re<luested from this 
of the situation. ' Cy Were s',nP,y being keep apprised 

Chevy Chase 

Chasers *subordl'nated^ebenture'a r!'angement
Pwtth MSS 1C?300 CheVy 

action wl 1 Vo^umm^Vd *Wln eSfff 't1'5 datc' the fans- 
books as of December 31, 1981 Th# L? ^ ? 00 thC aSSOC13t1on'5 

covenant with a District of CoIuIm* Z ! bCCn dUe t0 a 

some Chevy Chase savlnos and i\ W currently Holds 
Is necessary before the assoclatlo 6 ent"res' an<, their approval 

subordinated debt. tlon can Issue any additional 

Point Mr. LeCompte^tnterJected tha ^ th35^ ' n9 * At that 

of the mechanics of the arranno j Board had not been Informed 
walk the Boardthrouqhlt ®n -"d requested Mr. Hogg to 
purchase a $21 million caplta1*not" fStated that ChevY Chase would 
would purchase $2 Mmm P ^ fte from MSSIC. »"<> HSSIC In turn 
Chase/ The res uf t U tha" «V" M M 1'^'r £"^^5 'r0m Ch-V 
liquidity Is transformed Into net wortf/for MSSIC^d'5 CX?ess 

purposes. Mr. Hogg admitted that fhl ? f" re9^'atory 
metlc; however, It also has validity In ^8^1°° t S°m€J'hat cos- 
agreement, there will be 3 mllllnn f P C thc overaIl " 
Infused Into the as soc le 11 Li! t^n^0 

from analysis of thplr finan^> i next II months. Also, 

association win be^ Irof r^l "fES,"5 ' '' "PP"" that the 

Xtf;r:e\^rr^fsro:P^:n^"rb'"B«9U:tt,«rpn-d|'^^ 

..: r :r - 

.0
A%:n- 

aI so the pending sale of some Fl 6 "ortgage lending. There Is 

whlcho^U generate another S3 j'"" f U L'1",' Vo f \o' ,7.'SIs«- 

MSS I C^s'cap^tal^note^nd^Chevy^Chase^s det^t ^ 'm'" ' ' " ' betWeen 

">« an te rms , Including rate, were Id.n,"^^ ^ ^Hr™. 

368 
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monitoring of oplra Hens0b 1 th 1 6" 1 0f Weekly or even daily 
They don't directly manaqe^ny ofrthrePOrtS °r t€,ePhone calls. 
limit management by means of the covenantsC!n1th"5' ^ th-y d0 

ance agreements. covenants in the various insur- 

* • m ~ •. 

the division and HSSICVkeeDlnnferetCeS>.b>' Mr' 1,099 concern 1 n9 
• II nrgotl/itlons, Hr FI 17 Cr- r« I rf*0? ot'ler Informed of 
"1 «r. Brown .hiuld'tl he f,! 11 Hr- ""W 
dea I 1 ng wlth superv I sory proMems [n*^ these 'dl^f H cu?t' times [0r 15 

.f f.3.rr.J,?ssi*w.,ie;I:ji,
t:jd,:Lt'" thr !3st the '■»«• 

Foreman said he was currently draftino • 7" re<|uested- "r. 
I'rc I Imln.Vry view wt i I,• ,k draft,n<' an opinion and that his y view w.t. U,..t thoy nro pc rml ss I I, |,. I n vr «. ( mc n t . 

loan to' i s s u^a ^ubord i na ted rfPOSa ' iy C0St0'' 
net worth to savings ratio of t 8i C'Urrent,y has a 
lion in savings With th* -8%,or $^56,000 on about $26 mil- 
ratio would be ipproxima « I ^H^or''I1';' "" "0rCh 

enced Mr. Brown's letter whivi?" ' i • LeCompte refer- 

evaluating ?h?s "op^saf! «rtai" Pertinent points 

CHB:WSL:cpk 
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savings Inflows, they also sho 'rf2? a't,'c,,9h they showed stronn 
"099 answered that the assoclatfon borrov'1 "9s . Hr. 

sophisticated. The borriw^ lnv"<»ent strategy ls 
-n.s and the arbitrage of thel^r A? I '^Savers"^^.^'? "cates* a9r"" 

sesslo^-o^.X's'^.in^Tr ,h' ^ ■" the regolar 
1 olr t^'^phonlc npprovnl of ihUW^U|I b€ redue5ted to ratify 
provnl u retired for Jhe walv^ Th<- «P- 
6(6) of Regulation . ii | . melons 6(2), B(5), ,„d 

^i^^J^ssl^^Savl^, and Loan 

'^r. Hogg stated that First p 
nsurance agreement with HSSIC whIchth^^5 entered ,nto an 

" m«r9cr of the assoclotton Th a"thorI2Cs MSSIC to effect 
^associations regarding mc rgc r ■* an/'r d

(
,scuss'ons with roughly 

::r;ss?r ass,'sta"«- The n,ar^r o ...er.,eri wiM so»e moncy but how m<Jch is not ^no^n "t'^lTt^.' 

Mr. Hogg noted that Mr Rr^. 
tr.ngmg Albert Aaron to the reaMzafl "ry ' ns t rumen t a I In 

h- '"Stltutlcn Is In everyone's b^st I n'e're s ', ' ""e ' ' mer9er 

—d--C---r—SilLnj_s_ an_<l _L.onn , Inc . 

Ii*ed at a rea s'onn M e ' u?^ ra ' 1"f Old Court have stabl- 

hc .nsurance agreo.ent ^ h 0 d c^'urt 'c^ r"" "" 10 lo" ■ 
'evel provici^r, ...uj-l court contains .t ? 'eve provis ion which allows HSSIC "ntainS 0 2 ^ net ^ t h 

association, HSSIC a, M " t m • 0 th<: m"9er of the 
— as they do not v i'c^ „' ^ ^ "a ' ^ ° ^ =«" P°s- 

ourt as a desperate situation. 

Mr. Hoqg also noted that r 
that there Is a problen In gett n„ s^ckh"?/ StOCk ""Pany and 

,t, rvc ""dUd ----w--s^e-fs::c^^u^y 
Mr. LcCompte mentioned fh->t tK 

being presented to the Board as th^^ Prob.lem situations are 
Pl'^nce with our reserve rule and ,h fssoc.ations are not in corn- 
et.on. However, the problems are 00rd could take supervisory 
solutions explored, and it is fe,t ^c1"q a^dresscd and possible 
th,s f-e is not warranted. ' further Board action at 

-i-"rin$.,heck:adnaa:c::n:dor,^ " "'^"y -- 
" lons- Mr. Hogq answered 

3GU 
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REQUEST/PROPOSAL OF JEFFREY A. LEVITT 
RE: FIRST PROGRESSIVE SAVINGS AND LOAN ASSOCIATION 

NEW INSURANCE AGREEMENT 

I. To restructure association's operations pursuant to following plan: 

A. Levitt, et al, to hypothecate savings 
1. Initial amount not determined or offered; 
2. Levitt's settlement or foreclosure fees to be added to 

hypo as received; 
3. Paul Freeman, Manager, agreed to place $50 per week in 

hypothecated account; t 

4. Employees of Westminster office agree to jointly add $50 
per week to hypothecated account. 

B. Change principal office to Westminster location and make 
416 North Charles Street a limited facility. 
1. Westminster office space/lease presently $400 per month. 

Will provide extra space needed free of charge for as long 
as may be necessary. 

2. 416 North Charles Street lease reduced from $13,000 per year 
to $6,000 per year. 

C. Reduce Staff 
1. Harrison Greene no longer employed; 
2. Paul Freeman new Managing Officer; 
3. One other employee at 416 North Charles has been terminated; 
4. Two other employees at 416 North Charles have been advised 

of termination effective February 1, 1982; 
5. Albert Aaron to forego salary as President. 

D. "New" Board of Directors: 
1. Jeffrey Levitt 
2. Albert Aaron 
3. Paul Freeman 
4. Two others as approved by MSSIC 

E. Borrowings to be paid in full by mid-February. 

F. Reduce high cost Jumbos by replacing with new savings such as 
N.O.W. Accounts. 

G. Institute new delinquency collections policy using Mr. Levitt and 
Samuel Aaron. Has done with some success to date. 

H. Service corporation is profitable and tax refund due; therefore 
Association not "insolvent". 

I. Albert Aaron, Samuel Aaron, Jeffrey Levitt and Alan Pearlstein, 
et a I, to leave savings at current rates or less. 

II1310 
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11" ilu,^t^ame re2"ested t0 demonstrate feasibility of plan is 91-120 davc Maintains profit can be achieved by end of February 1L-L^ yS' 

ni' A' and'futSr"0"2"1' t0 9uarantec PaJ™nt of late fee penalties current 
B. Usual Insurance Agreement terms remain. 

STAFF'S OBSERVATIONS OF PRnPncai 

1. Is in line with MSSIC recommendations of one year ago. 

2. Conceptually appears worthy of fyrther study. 

3. May result in improvements to survivor if default occurs. 

4' cSst'?nb^rrU"Ured 50 .that 1f not successful in 90 days, the cost to MSSIC is no greater than would be today (i e losses 
charged directly to hypos first - not to earned/booked net worth). 

STAFF'S RECOMMENDATIONS 

by next Board meeting98 ^0r StUdy' review» meetings with Levitt, and decision 
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FIRST PHOOHESSXVE SAVINGS AND LOAN ASSOCIATION 
HOmiH CHAftLCt tTMCrr 

■ALTIMORC. MARYLAND tllDi 
aoi/a3a*0707 

September 22, 1982 

Mr. Charles H. Brown, Jr. 
Director 
DIVISIONS OF SAVINGS AND LOAN 
Suite 1006 
One South Calvert Street 
Baltimore, Maryland 21202 

Dear Mr. Brown: 

This will confirm our verbal request and your oral approval 
for MONUMENTAL CITY SERVICE CORPORATION to matt a loan to FRANKLIN 
ASSOCIATES, subject to the terms set forth below: 

1. AMOUNT OF LOAN: FIVE HUNDRED THOUSAND ($500,000) DOLLARS. 

2. TERM: TWO (2) YEARS. 

3. SECURITY OFFERED: 250 Acres of real estate situated 
In Prince Georges County, Maryland. 

4. APPRAISED VALUE: FIVE MILLION FIVE HUNDRED THOUSAND 
($5,500,000) DOLLARS, copy attached. 

5. INTEREST: ^ Ten percent of any future profits which; 

will be derived when said property Is sold; or 

(b) Interest at twelve (12X) percent per annum, 
payable annually on the anniversary date hereof 

Verv-truly younr, 

Je/l^ey A. Levitt 

JAL:lm 

APPROVED on this 22nd day of September, 1982: 

//  ^ 
CHARLES H. BROWN, JR./Director 
Division of Savings and Loan Assns. 

Savings Insured Up To $100,000 Continuous Dividends since 1914 
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FIRST PROGRESSIVE SAVINGS AND LOAN ASSOCIATION 
416 NORTH CHARLES fiTRCCT 

BALTIMORE, MARYLAND SISQI 
CSTAaLISHCO 3QI/332-0707 

IBI<4 

September 22, 1982 

Mr. Charles C. Hogg, II 
Executive Vice President 
MSSIC 
901 N. Howard Street 
Baltimore, Maryland 21202 

Dear Mr. Hogg: 
- • 

This will confirm our verbal request'and your oral approval for 
MONUMENTAL CITY SERVICE CORPORATION to make a loan to FRANKLIN ASSOCIATES 
subject to the terms set forth below: 

1. AMOUNT OF LOAN: FIVE HUNDRED THOUSAND ($500,000) DOLLARS. 

2. TERM: TWO (2) YEARS. 

3. SECURITY OFFERED: 250 Acres of real estate situated 
in Prince Georges County, Maryland. 

4. APPRAISED VALUE: FIVE MILLION FIVE HUNDRED THOUSAND DOLLARS 

($5,500,000), copy attached. 

5. INTEREST: (a) Ten (102) percent of any future profits which 
will be derived when said property is sold; or 

(b) Interest at twelve (123!) percent per annum, 
payable annually on the anniversary date hereof. 

Very truly yours, 

iM/Uu jCu&h 

Jef^reprA./Levitt 

JAL:lm 

APPROVED on this 22nd day of September, 1982: 

CHARLES C. HOGG, 11,iExecutive Vice President 
Maryland Savings-Share Insurance Corp. (MSSIC) 
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FIEST PEOG^SSIVE SAVINGS AND LOAN ASSOCIATION 

CITAaUBHCO 
IS 14 

4IB NORTH CHABLC1 STRCCT 
BALTIMORE, MARYLANO 21201 

301/331-0707 

October 4, 1982 

*r. Charles E. Brown, Jr., 
JMrector 
DIVISIOHS OP SAVINGS AIW LOA/f 
Suite 1006 
ftie South Calvert Street 
Baltimore, Maryland 21202 

and 

Mr. Charles C. Bogg, II, 
Executive Vice President 
MSSIC 
901 N. Btmard Street 
Baltimore, Maryland 21202 

Dear Messrs. Brown and Boggi 

Pro^Tessi^ Savings and loan Association, Inc. requests your 

t-h* nw approval to grant a Second Mortgage Loan to FRANKLIN ASSOCIATES, principals of vhich are Jeffrey A. Levitt and Allan B. Pearlsteint 

1. AMOUNT OF WANs Qae Million Seven Hundred Thousand Dollars. 

($1,700,000.00) 

2. TERM: Two (2) Years. 

3. SECURITY: 250 Acres of real estate situated in Prince Georges 

County, Maryland. 

4. APPRAISED VALDB: Five Million Five Hundred Thousand ($5,500,000.00) 

Dollars. Appraisal previously submitted. 

5. INTEREST: (a) Ten (10X) percent of any future profits which will be 

derived when said property is soldi or 

(b) Interest at twelve (12X) perecnt per- annum, payable 
annually on the anniversary date hereof. 

Very truly yours. 

JALzlm 

APPROVED on this day of October, 1982: 

divisions op savings and loan 

By: I J 
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CHARLES B.BROWN, JR., DIFfi&CTOR 

MARYLAND SAVINGS-SHARE INSURANCE CO. 
(MSSIC) 

BY: 

11 IB 13 

CHARLES C. HOGG/ 
Executive Vice President 
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FIRST PEOGRESSIVE SAVINGS AND LOAN ASSOCIATION 
4IS NORTH CHARlCa tTBCCT 

BALTIMOBC. MARYLANO 21201 
301/331-0707 

October 4, 1982 

Mr* Charles B. Bzom, Jr., 
Director 
DIVISIOKS OF SAVINGS MID LOAN 
Suite 1006 
One South Calvert Street • 
Baltimore, Maryland 21202 * 

Dear Mr. Brown i 

r ThiS confir" our "eetiag of even date wherein Mr. Trice and 
x funding of the hypothecated savings forOID COURT SAVINGS • MaJAN 0 JWCrn 

in furtherance of that -eetlnj, x nave Emitted for your approval under 

^ f ,^'!3C f°r Flrst p^essiva to grant a CBe Hillion Seven Bnndred Thousand ($1,700,000.00) Dollar Second Mortgage loan secured that 
property described in the referenced separate letter. 

The proceeds of this loan will be used as follows: 

(a) One Million ($1,000,000.00) Dollars deposited in Old Court Savings 
t loan and to be hypothecated with MSSIC and the Division. 

(b) Five Hundred Thousand ($500,000.00) Dollars to pay off that loan 
granted by First Progressive on Septeober 22, 1982, as described in 
a letter of that date and approved by Division and MSSIC. 

(c) Two Hundred Thousand($200,00.00) Dollars to be used for loan 

settlement expenses and balance due on outstanding stock being 
acquired. 

loan at ' Loa"- ^ J-oan at its sole option in the future if it desires to acquire the eouitu 
interests to be provided in the mortgage. squire t/ie equity 

Verp^truly yours/ 

ivitt 

JALzlm 

ccr Mr. Charles C. Bogg. II - MSSIC 
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( executive session 
October 14, 1382 

Board of Savings and Loan Association Commissioners 

Charles Hogg, of the Maryland Savings Share Insurance Cor- 
poration, attended the Executive Session of the Board meeting. 

Yorkr1dqe-Ca1vert Savings and Loan Association 

Mr. Brown Informed the Board of Commissioners that Included 

lofli Ir ,nat®r,a,s was a copy of a letter dated September 22, lUoz, trom the Federal Savings and Loan Insurance Corporation 
Jn reply to a letter from this Division Informing the federal 
regulatory authorities of the Board of Commissioner's concern - 

ccflir1*16 operat'ons of YorkrIdge^Ca 1 vert Savings and Loan. 
- simply asked us to refrain from any supervisory action at 

this 11 me.      r— 

Mr. Brown also Informed the Board that In the opinion of 
counsel for YorkrIdge-Ca1 vert, the new Garn-St Germain Deposi- 
tory Institutions Act of 1982, which we have not yet received 
a copy, contains capital assistance provisions which along wlth- 

Mark to Market" accounting could result In significant addl- 
tlons to net worth and may possibly salvage the association. 

Mr. Brown also noted that the Division had recently re- 
ceived the association's August 31st, 1982, figures relating 
to do the Ir purchase accounting adjustments which we will be 
reviewing with the Federal Home Loan Bank to determine the 
present financial condition of the association. He also re- 
minded the Board that the association Is still discussing the 
possibility of converting to a "State Stock Charter" to Infuse 
additional capital into the Institution. 

Maryland Capital Savings and Loan Association 

Mr. Brown noted that on the agenda for the regular session 
of the meeting Is a request for a revision to the charter of 
Maryland Capital Savings and Loan. The charter Is being amended 
to allow the Commercial Credit Company to purchase the stock of 
the association. Commercial Credit Company is the holding com- 
pany of Commercial Credit Corp. which operates twenty-one fi- 
nance company offices In the Baltimore area. Commercial Credit 
Company Is a subsidiary of Control Data. Maryland Capital's 
current charter, as required under our conversion regulations, 
prohibits a company in an unrelated business activity from ac- 
quiring control of its stock for a period of five years after 
the conversion with the approval of the Division Director. 

The value of Maryland Capital's stock at the time of con- 
version In March of 1981 was $5 per share. Commercial Credit 
has offered a total of $16.66 per share, of which $6.25 is due 
at the time of the execution of the purchase agreement and the 
Division Director's approval, $8.75 is due upon receipt of certi- 
fied audited statements and $1.66 due one year from the date of 

377 
IIIB15 



I - 2 - 

purchase. It appears to be a very good deal for the stockholders 
and should also provide the association with a considerable source 
of capital in the future. 

Old Court Savings and Loan, Inc. 

The Board was Informed that the stock of Old Court Savings 
and Loan had been purchased by Jeffrey Levitt and Alan Pearlsteln, 
who are both currently Directors of First Progressive Savings and' 
Loan. The purchase Involved Jerry Cardln selling 161,719 shares 
of his 211,719 total shares of stock at a price of per share. 
The purchasers are also hypothecating $1 million with MSSIC, which 
Increases the association's regu1 atory net worth. The purchasers 
have also named Paul Trice, President of Old Court. Paul formerly 
worked for this Division and has. been with MSSIC the past six or 
seven years. 

that Old Court has requested the Board's Mr. Brown stated 
approval to form four new subsidiaries under their wholly-owned 
service corporation. Old Court Investment Corp. This request was 
being made by the new management as It was felt that additional 
efficiency and control would be gained by segregating the various 
different types of business current being conducted by Old Court 
I nves tment Corp. 

Mr. Brown also stated that Old Court had requested four new 
certificate programs which they feel are needed to keep the asso- 
ciation competitive and to assist them in turning the operation 
around. 

A lengthy discussion ensued wherein several members of the 
Board expressed their concern over the poor financial condition 

the association and the high rates paid on deposits. The of 
Board also at length what were felt to be the "pros" 

the 

discussed 
of an hypothecation and to what extent 

Interests of both MSSIC and the Division. 
It protects 

Liberty Savings and Loan Association, Inc. 

Mr. Brown told the Board that a recent examination turned up 
some significant problems at Liberty Savings and Loan. We have 
met with several members of their Board concerning se 1 f-dea 1 i no 
at the assoc1 at Ion. Frank Peach, the President of Peach Realty, 
has res i g n e d from the Board and as the chief operating officer. 
Their Board of Directors, many of whom are prominent businessmen 
from the area, appear genuinely concerned and have stated their wl 
ingness to attempt to work out these problems. We are quite con- 
cerned over some of the loan problems which may result in sizable 
losses, and we will continue to monitor their operations closely. 

Mr. Hogg added that the cooperation between MSSIC and the 
>ion has been excellent in dealing with this situation. D i v i s 

John Hanson Savinas and Loan, Inc 
37S 

Mr. Brown stated that included In the Board's materials for 
today's meeting was a letter from John Hanson requesting a hear- 
ing before the Board to appeal a Division ru1 inc which denied 



their request to record as current Income 31 of the total mort- 
gages John Hanson acquired through their mergers with Metropolis 
Building Association and Eastern Shore Savings and Loan. The 
Board's materials also contain various correspondence relatlno 
to this matter. s 

A discussion ensured concerning mergers, purchase account- 
ingand Regulations .05 and .13. Mr. LeCompte explained some 
basis concepts relating to accounting for a merger under the 
purchase method of accounting, I.e., that purchase accounting 
conceptually looks upon the merger as an acquisition of all the 
assets and liabilities of one association by another. However, 
purchase accounting does not provide for any Income recognition 
based upon these assets being acquired at a discount. Regulation 
.13 does permit 3% of any loans purchased at a discount to be 
taken I nto current Income. The Jstaff be 11 eves that there is a 
consIderable difference between^ merger which Is simply accounted 
for under the purchase method and Reaulation .1* whlrh tr 

the purchase of loans"     

Mr. Hogg stated that In theory, the 3^ Income recognition 
was probably to acknowledge the cost associated with the purchase 
of a loan or group of loans. He felt that there was little or 
no economic basis for this type of Income recognition In a merger. 
Mr. Gisriel added that Regulation .05 requires that the books of 
an association should truly and accurately reflect Its financial 
condition. It was not felt that the proposed accounting treat- 
ment would truly represent the financial condition of the asso- 
ciation. 

Alan Foreman stated that the Board should inform John Hanson 
of its interpretation of Regulation .13; that the Attorney General's 
Office looks to Boards to Interpret their regulations. If John 
Hanson wishes, they could then petition the courts for a declaratory 
ruling.. 

ft 
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memorandum to ethics COMMITTEE file 

^nsurance Corpora tion^{"MSsiC'^n^%Share 
Court Savings ( "SSIC ) and Old 

This memorandum records the oonclu.ion. reached at a 

« rn, of .err. KatZ. Bin McCarthy, Ed Dandri 

and Lee Miller on January 1983 with ^ ^ ^ 

our representation of old Court an^ t „ 
rt and Jeffrey Levitt. 

Terry Hall represents MSSIC. MSSIC is a . 

created by statute ^ corporation 
rnemberS °f whi^ — state chartered 

vings and loan associations MSSir 
MSSIC serves as the deposit 

insurer for those majority of staf. v, 

associ^- chartered savings and loan associations which do not have Federal in 
eaeral insurance. Althouch 

is controlled by the industry. In its . 

, caPacity as insurer it 
serves m a quasi-regulatory role and it 

y roie and its views are reli^ 
upon heavily by the Director of the s* • 

of the stflf n 11193 and I'0an Division State Department of Licen.= („„ 

^ . Licensing and Regulation. Terry Hall 
attends its Board meetings and is relief 

IS relied upon as its general 

counsel. Jerrv k^+--7 k 

years Jff Wtt for many years. Jeffrey has now h.s ^ 

transactions involving old Court. 

Deb f ^ JU:y ^ 1981' MSSIC i-o a subordinated 
nture Agreement, a Voting Trust z, 

9 Trust Agreement and a Special 

nsurance Agreement with old Court bp 
Court because old Court's net worth 
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had reached a dangerously low level. The agreements were 

drafted by VB&H. Among the provisions of the Insurance Agree- 

ment is the requirement that any insider loans be approved by 

MSSIC. The agreements were entered into prior to acquisition 

of Old Court by Jeffrey Levitt from Jerry Cardin, also a firm 

client. The agreements will continue in effect until certain 

financial goals are met, primarily the payment of the subordinated 

debenture. 

At the meeting, we discussed, both as an ethics and a 

policy question, three levels of activity. We reached the 

following conclusions. 

1. That we could continue to represent Jeffrey Levitt 

individually in non-Old Court related transactions, in each case 

upon confirming that Old Court is, in fact, not involved as a 

lender or otherwise. It was recognized that this representation, 

as well as that discussed in 3 below, might, nevertheless, rein- 

force our inability to represent MSSIC against Levitt or Old 

Court in any future dispute with MSSIC, but this was considered 

a strong possibility already because of our prior relationship 

with Levitt. 

2. That we could not represent Old Court or Jeffrey 

Levitt with respect to Old Court related transactions where there 

is an insider loan to him, or to an entity in which he or his family 

is involved because the Insurance Agreement requires MSSIC approval 

of such transactions and, therefore, gives rise to an immediate 

conflict. 
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3. That we could represent Old Court in transactions 

viiich there is no insider, loan requiring MSSIC approval, 

subject to being sensitive to the possible need to withdraw 

if a potential conflict surfaced. 

<• That we advise both clients of our position and 

determine whether they have any objections and further request 

from Jeff Levitt a letter acknowledging that in the event of a 

future confrontation between MSSIC and him or old Court, we 

would represent MSSIC so long as the ethical rules permitted, 

which was considered problematical. 

5. That we could represent other MSSIC insured SSL's 

following guidelines similar to those set forth in this memo. 

Which nay vary depending on whether the SSI. has special agreements 

With MSSIC such as those referred to above. 

6. At the writing of this memo, MSSIC has agreed to 

the proposal, but there is no firm response from Jeff Levitt. 

cc: William J. McCarthy, 

Gerald M. Katz, Esq. 
Terry-F- Ha-ll^ Esg. 

Lee M. Miller 

Esq. 
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EXECUTIVE EMPLOYMENT AGREEMENT 

EMPLOYMENT AGREEMENT, dated November 17 , 1983, between 

Old Court Savings & Loan. inc. (hereinafter referred to as the 

Company"), a Maryland corporation, and Jeffrey A. Levitt 

(hereinafter referred to as the "Executive"); 

IN CONSIDERATION of the mutual' covenants and agreements 

contained herein and for other good and valuable consideration, 

the receipt and sufficiency of which are hereby acknowledged, 

the parties hereto, intending to be legally bound, hereby agree 

as follows: 

1- Scope of Employment. The Company hereby agrees to 

employ the Executive upon the terms and conditions herein set 

forth, tp perform such executive duties as may be determined 

and assigned to him from time to time by the Board of Directors 

of the Company (the '•Board';)xor any other officer to whom the 

ooara may have delegated such authority. The Executive hereby 

oqrees to serve in such capacities and to devote his time and 

orts, with undivided loyalty, to the performance of such 

• until the end of the term of employment under this 

cement. It is the expectation of the parties that the 

J.ive will be elected the President and a director of the 

•r,pany and vil1 serve in such offices during the term of the 

•.--•cur ive ' s employment hereunder. The parties acknowledge that 

« 
executive may £}so be employed or serve as consultant for 
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affiliates of Company and that Executive also is engaged in 

other activities requiring a portion of his time. 

2. Term. The term of the Executive's employment here- 

^hall be for a three (3) year period commencing on the 

' "re of ;:his Agreement; provided that said term shall be 

extended automatically at the end of each year for an addi- 

tional year so that the term of this Agreement shall continue 

on a three (3) year basis. This Agreement shall be terminated 

prior to the expiration of its term only upon the occurrence of 

^ one or more of the following conditions: 

(a) In the event of the Company's involuntary dis- 

solution, receivership or bankruptcy. 

> 
0s\h) By the death of the'Executive. 

(c) At the option of the?Company upon one (1) month's 

written notice, if by reasom *)f illness or other disability the 

Executive is permanently and totally incapacitated for the per- 

formance of the services required by this Agreement. 

(d) By the Company for good cause, upon written 

".ice. 

(e) The Executive, at his option and without further 

. --~y to the Company, may terminate the employment rela- 

£ vr:rr.ip created by this Agreement upon not less than three (3) 

1 written notice to the Company. 

^ Continuation of Salary. In the event this Agreement 334 

terminated prior to the expiration of its term for any 
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the Company shall continue to pay the Executive (or his legal 

representatives) his Salary (in the amount which would other- 

wise be payable to the Executive) for the remaining period of 

the three (3) year term as of the date of such termination. 

*. Salary. The Company agrees to pay the Executive, and 

the Executive agrees to accept, during the term of this Agree- 

ment. in full payment for all services to be rendered by the 

Executive hereunder, a salary at the rate of Seventy-five 

Thousand Dollars ($75,000) per annum (the "Salary"). The ' 

Salary shall be payable in egual periodic installments, not 

je.s frequently than monthly, less such sums as may be required 

to be deducted or withheld under 'the provisions of law. 

Nothing herein contained shall be'construed as restricting the 

power of the Board to (i) increase phe amount of the Salary to 

be paid the Executive or (iiKaWard'further compensation to the 

Executive in. the form of bonuses from time to time. 

S- Other Benefits, m addition to the Salary provided in 

- -on i, the Company shall provide Executive with the fol- 

minimum benefits and emoluments during the term of this 

'•r:V,^lZZ : 

(a) Executive is authorized to incur reasonable 

?6rses for promoting the business of the Company. The 

:r"Pany VU1 reimburEe Executive for all such expenses upon the 

■esentation by Executive, from time to time, of an itemized 

ccount of and proper receipts for such expenditures. 
38 
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(b) Executive shall be entitled to a vacation of four 

veeks <or such greater period of vacation leave as shall be 

authorized by the Company from time to time) during each one- 

Tar period during the term hereof. Executive may take his 

:.C!ition at such time or times as he may desire, provided such 

T:mes are reasonably convenient to'the Company and do not 

interfere with the efficient operation of the Company. 

(c) The Company shall provide term life insurance 

coverage for Executive in the face policy amount of One Million 

Dollars ($1,000,000) in the form and manner determined by the 

Company. 

6' Non-Competition Covenant During the term of thiE 

Agreement and any period thereafter during which payments are 

being made by Company, the Executive agrees that he will not on 

his own behalf or as a partmet," officer, director, employee or 

consultant of any other person, firm or corporation, directly 

■:r indirectly engage in any business activity which is the same 

or similar to the business of the Company without its 

. en r.. 

Authority. Company iE authorized to execute this 

':""ifcr,t by virtue of resolutions adopted by its Directors at 

racial meeting held on Company further 

ates to Executive that it has obtained the approval of HSSIC 

   1963 for its entering into this Agreement. 3SC 

e- Successors and Assigns. This Agreement shall be 

I no j no n n t-. > i 
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and their heirs, successors, assigns and personal represent- 

atives. As used herein. the successors of the Company shall 

include, but not be limited to, any successor by vay of merger, 

consolidation, sale of all or substantially all of its assets, 

or similar reorganization. m no 'event may the Executive 

assign any rights or duties under this Agreement. 

9- Controllinq Law. The validity and construction of 

this Agreement or of any of its provisions shall be determined 

under the laws of the State of Maryland. The invalidity or " 

unenforceabi1ity of any provision of this Agreement shall not 

affect or limit the validity and enforceability of the other 

provisions hereof. _ 

10.^Counterparts. This Agreement may be executed in one 

or more counterparts, each of which shall be deemed an original 

and all of which together shail constitute one and the same 

instrument. 

Arbitration. The Company and the Executive mutually 

■•ise and agree that if any controversy or dispute relating 

■ mis Agreement arises between them, either party may peti- 

- the appropriate court of the State of Maryland for an 

:• compelling the submission of chat controversy or dispute 

arbitration, and that any award or finding made pursuant to 

arbitration shall in all respects be well and fairly kept 

"J observed and may be imposed by judgment of the appropriate 38 

:U" of the £"te of Maryland pursuant to the applicab3e laws" 

g^ing thereto, rhp ri^rf--ioo o 
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3-20! throu9h 3-234 of subtitle 2 of Title 3 of the Courts and 

Judicial Proceeding. Article of the Annotated Code of Maryland 

-Maryland Uniform Arbitration Act), including, without limita- 

.tction 3 206 thereof, shall apply and be applicable' 

■iero. 

12. Headings. The headings herein are inserted only as a 

matter of convenience and reference, and in no way define. 

limit or describe the scope of this Agreement or the intent of 

any provisions thereof. 

IN WITNESS WHEREOF, the parties have duly executed this 

Agreement by their hands and seals as of the day and year first 

above written. v 
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CONSULTING AGREEMENT 

Thas ContuHiiiq Agreem-:..-:-, executed this JTth dey of 

<S5aSteC-' 1Si31' b-V ••■ ■■ •■'''veer- 0" Court Joint Ventures, Inc. 

"Company), sue ceffrey A. Levitt ( "Consultant-). 

WITNESSETK; 
f 

•••• - "AS. t-:,- company desires to retain Consultant to 

i. iii vtnovjf ^-usiness matters'. 

NOW, THEREFORE, in consideration of the nmtual cove- 

nants contained herein, and for other good and valuable con- 

sideration, the parties hereto hereby agree as follows: " 

1- Recitals. The foregoing recitals and state- 

n-.er.ts are made a part of this Agreement. 

2' gc°Pg Consulting WS... The Company 

hc-ieby agrees to retain Consultant' upon the terms and 

conditions herein set forth, to perform such consulting duties 

as may be reguested from time-Vo" time by the Board of Directors 

.he Company (the "Board") or any other officer of the 

;-..y to Whom the Board may have delegated such authority, 

-■•ant hereby agrees to provide consulting services when 

' 0i ^ 1:0 d£vote reasonable time and effort to the 

- ^ of such duties until the end of the term of this 

3. Term. This Agreement shall be for a term of 

(3) years commencing on the daye of this Agreement; 

■iced that said term shall be extended automatically at the 

111B 1 8 
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end of each year for an additional year so that the term of 

this Agreement shal] continue on a three year basis. This 

Agreement shall be terminated prior to the expiration of its 

: 1T1 only upon the occurrence of one or more of the following 

riw s : 

(a) In the event of the Company's involuntary 

oissolution, receivership or bankruptcy. 

(b) In the event of the death of Consultant. 

(c) At the option of the Company upon one (I) 

month's written notice, if by reason of illness or other dis- 

ability the Consultant is permanently and totally incapacitated 

for the performance of the services required by this Agreement. - 

^ (d) By the Company'for good cause, upon written 

notice. "Good cause" shall include a good-faith determination 

by Company's Board of Diredt<5rs that its profitability is" 

inadequate to continue this Agreement. 

(e) At the option of Consultant and without 

:.her liability to the Company, upon not less than three (3) 

■ - written notice to the Company, 

• Cominuation of Fees. In the event this 

•--.-ment is terminated prior to the expiration of its term for 

.. reason, other than as set forth in Sections 3(d) and (e) 

.-ove, the Company shall continue to pay the Consultant (or his 

-•--ys] representatives) his fees (in the amount which would 

-:herwise be payable to the Consultant) for the remaining 



18 71L 

per3od of the three (3) year term as of the date of such 

termination. 

5. Fees. The Company agrees to pay Consultant, 

..no; Consultant agrees to accept, during the term of this 

"i^m.enc,, ir. full payment for all consulting services to be 

rendered by him hereunder. fees at'the rate of Four Thousand 

Dollars ($4,000) per month. All such fees shall be paid 

without withholding for Federal, State or local income taxes, 

and the Company shall not be responsible for the payment of any 

_ employment taxes, workmen's compensation or otherwise. Nothing 

herein contained shall be construed as restricting the power of 

the Board to increase the amount'^of the fees to be paid the 

Consult^t from time to time. ' 

6" Trade Secrets. Consultant agrees to keep . . 

secret and to treat confidendally all of the Company's trade 

secrets, technigues, plans, concepts, programs, innovations, 

.nventions and improvements .(jointly termed "information") and 

...i to use or aid others in using any such information in 

"Ji.-.ition With the ComPany. this obligation to exist both 

and after tne termination of this Agreement for so long 

.. of the Company s information retains any confidentiality. 

A 7. Authority. Company is authorized to execute 

.MS Agreement by virtue of resolutions adopted by its 

-Electors at a special meeting held on 1983 391 

"r.mpany further states to Consultant that it has obtained the 
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approval of MSSIC on    1983 for irs entering into 

this Agreement:. 

8- Successors and Assign?;. This Agreement shall 

be- binding upon, and inure to the benefit of, the parties 

-OLC and their heirs, successors, assigns and personal 

•• .ros^tatives. As used herein, the successors of the Company 

-ncll include, but not be limited to, any successor by way of 

merger, consolidation, sale of all or substantially all of its 

assets,, or similar reorganization. In no event may Consultant 

assign^any rights or duties under this Agreement. 

Applicable Lav. The validity and construc- 

tion of this Agreement or of any ^of its provisions shall be 

determined under the laws of the State of Maryland. The 

invalidity or unenforceability of any provision of this Agree- 

ment shall not effect or limit the Validity or enforceability 

of the other provisions hereof. 

10• independent Contractor. The Company and 

-li-ultant acknowledge that the relationship between them shall 

'• of principal-independent contractor and this Agreement 

' so construed. In this regard. Consultant shall pay 

loyxent taxes and quarterly estimates of his income 

■ oS required by the Internal Revenue Code of 1954, as 

. .ceo, and the laws of the State of Maryland or the State 

• <-».e Consultant is required to pay'income taxes. 392 

11• Arbitration. The Company and Consultant 

-■-i-uaily promise and aqree that if anv m-nr * r /-n >- ^9 4 . 
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i elating to this Agr^tPniont arisen between them, either partv 

may petition the appi c;-:aate court of the State of Maryland for 

an order compelling the submission of that controversy or 

-p-'te to arbitration, and that any award or finding made 

..-ucinr to such arbitration shall in all respects be well and 

■ c--r 1 y kept and observed and may be^imposed by judgment of the 

appropriate court of the State of Maryland pursuant to the 

applicable laws relating thereto, the parties expressly agree- 
• 

ing that Sections 3-201 through 3-234 of Subtitle 2 of Title 3 

of the Courts and Judicial Proceedings Article of the Annotated 

Code of Maryland (Maryland Uniform Arbitration Act), including, 

without limitation. Section 3-206^thereof, shall apply and be 

> 
ipplicab^e hereto. / 

IN WITNESS WHEREOF, the parties have duly executed 

this Agreement by their hands-^and seals as of the day and year 

first above written. 
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CONSULTING AGREEMENT 

Tnas Consultinc Agreement executed this 17th day of 

N0Vefnber ' 1983' b-v -^cween Meridian Mortgage Investments, 

- -c. (the Company ), and Jeffrey A. Levitt ("Consultant"). 

WITNESSETH; 

W.-.-REAS. the Company desires to retain Consultant to 

.-rv.se it i:; various business matters. 

NOW. THEREFORE, in consideration of the mutual cove- 

nants contained herein, and for other good and valuable con- 

sideration, the parties hereto hereby agree as follows: 

1- Recitals. The foregoing recitals and state- 

ments are made a part of this Agreement. 

2- ScpPe of Consulf'inci nnr^ The Company 

hereby ag^es to retain Consultant'upon the terms and 

ccnoations herein set forth, to perform such consulting duties 

as may be requested from timfe^o time by the Board of Directors 

of the Company (the -Board") or any other officer of the 

■-.rmy to whom the Board may have delegated such authority, 

tant hereby agrees to provide consulting services when 

• ---u ana to devote reasonable time and effort to the 

- oi s.cn c;; t: es until the end of the term of this 

3. Term. This Agreement shall be for a term of 

(3) years commencing on the date of this Agreement; 

I'V:ded that said term shall be extended automatically at the 

334 

nnnni . 
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end of each year for an additional year so that the term of 

this Agreement shall tvr.i inue on a three year basis. This 

Agreement shall be terminated prior to the expiration of its 

only upon the occurrence of one or more of the following 

(a) In the event of the Company's involuntary 

—_ssolution, receivership or bankruptcy. 

(b) In the event of the death of Consultant. 

(c) At the option of the Company upon one (1) 

month's written notice, if by reason" of illness or other dis- 

ability the Consultant is permanently and totally incapacitated 

ror the performance of the services required by this Agreement. 

^ (d) By the Company for good cause, upon written 

notice. "Good cause" shall include;a good faith determination 

by Company's Board of Director's'that its profitability is 

...adequate to continue this Agreement. 

(e) At the option of Consultant and without 

facility to the Company, upon not less than three (3) 

• •• written notice to the Company. 

4- ion of Fees. In the event this 

vnt 1- terminated prior to the expiration of its term for 

Jon < other than as set forth in Sections 3(d) and (e) 

the Company shall continue to^pay the Consultant (or his 

■'" representatives) his fees (in the amount which would 

33: 
ise be payable to the Consultant) for the remaining 
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r 

..!C-..oc of che zhrft (} \*ec.r zcrr* n* -k- a e ^ . r-c.i cv.r... o. che dare cf such 

termination. 

5' The Company agrees to pay Consultant, 

•wultaot agrees to accept, during the term of this 

... fu]} para.-nt for al 1 consulting services to be 

by hia hereunder, fees at the rate of Four Thousand 

-lars (U.000) per month. All such fees shall be paid 

Without Withholding for Federal, state or local income taxes, 

and the Company shall not be responsible for the payment of any 

employment taxes, workmen's compensation or otherwise. Nothing 

herein contained shall be construed as restricting the power of 

tne Board to increase the amount of the fees to be paid the 

•.onsultar^t' from time to time. ^ 

Trade Secrets. Consultant agrees to keep 

secret and to treat confidenti^Hy all of the Company's trade 

techniques, plans, concepts, programs, innovations, 

-ticns and improvements (jointly termed "information") and 

oid others in using any such information in 

r"0r* V;:ih Zhe ComPany' this obligation to exist both 

'-'--rmination of this Agreement for so long 

-r.c Compd:;.. c information retains any confidentiality, 

c-uthor ity. Company is authorized to execute 

--■greement by virtue cf resolutions adopted by its 

' zors at £ special meeting held on  / 1983 

-~ny further states to Consultant that it has obtained the 
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£p?rovaI of K£SIC or; ioo^ ^ 
   1983 for its entering intc 

rnis Agreemenr. 

8- TJz^PS.s s-nd Assigns. This Agreement shall 

•inding upon, and inure to the benefit of, the parties 

-o and their heirs, successors, assigns and personal 

■-r.iuztwts. As used herein, the successors of the Company 

•:U include-, but net be limited to, any successor by way of 

••'•.-rger, consolidation, sale of all or substantially all of its 

assets, or similar reorganization. In no event may Consultant 

assign any rights or duties under this Agreement. 

9' APPlJcable Law. The validity and construc- 

-;on of this Agreement or of any of its provisions shall be 

determined under the laws of the kate of Maryland. The 

invalidity or unenforceability of any provision of this Agree- 

ment shall not effect or limit, the Validity or enforceability 

of the other provisions hereof. 

10■ Independent Contractor The Company and 

;.*iltant acknowledge that the relationship between them shall ' 

Of principal-independent contractor and this Agreement 

so construed. In this regard. Consultant shall pay 

, tajttfis and quarterly estimates of his income 

■:r required by the Internal Revenue Code of 1954. as 

v-d, and the laws of th© St"flTp nf m = - l cut itate ot Marylano or the State 

Consultant is required to pay income taxes. 

11. Arbitration. The Company and Consultant 

dually promise and agree that if any controversy or 

39? 
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rc-Jcv ing to .-.r: -i.-v-.nt c.r:^.rs her we en the.T., either partj- 

may petition tne ar.-j. i i: : c.te court of the State of Maryland for 

• . order compellinc li.l submission of that controversy or 

■:"r s>Nitration, and that any award or finding made 

■ •t -.o r.^cr. arh: r • at ion shaJl'in all respects be well and 

'' *" ^ -c 0-iC ociserved and may be imposed by judgment of the 

joropriate court of the State of Maryland pursuant to the 

applicable laws relating thereto, the parties expressly agree- 

ing that Sections 3-201 through 3-234 of Subtitle 2 of Title 3 

of the Courts and Judicial Proceedings Article of the Annotated 

v-coe of Maryland (Maryland Uniform Arbitration Act), including, 

without limitation. Section 3-20eithereof, shall apply and be 

c-.pplicah^e hereto. . / 

IN WITNESS WHEREOF, the paxties have duly executed 

.agreement by their hands and seals as of the day and year 

ibove written. 

MERIDI 
INVE 

._  ~ SEAL) 

r  

je 
_mui 
f/fyey U. Levitt 

3DS 



CON SUITING AGREEMENT 

This Consuii.;jg Agreement executed this 17th day of 

November icp-v k,. - - t.  • lyuj. by ouo between Bankers Realty, Inc. (the 

s.r.y ). end Jeffrey A. Levitt ("Consultant"). 

WITNESSETH: 

Wnji^AS, the Company desires to retain Consultant to 

advise it in various business matters. 

NOW, THEREFORE, in consideration of the mutual cove- 

nants contained herein, and for other good and valuable con- 

sideration, the parties hereto hereby agree as follows: 

1. Recitals. The foregoing recitals and state- 

ments are made a part of this Agreement. 

^ 2- Scope of Consulting Duties. The Company 

hereby agrees to retain Consultant upon the terms and 

conditions herein set forth,'to perform such consulting duties 

as may be recruested from time to time by the Board of Directors 

••• the Company (the "Board") or any other officer of the 

■r.y to whom the Board may have delegated such authority. 

^-<:nt nereby agrees to provide consulting services when 

>cc unc ro devcLe reasonable time and effort to the 

' ■r"'::c:€l o£ -^h dunes until the end of the term of this 

jnr 

3. Term. This Agreement shall be for a term of 

(3) years commencing on the date of this Agreement; 39^ 

oviaec that said term shall be extended automatically at the 
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enc or each yedr for .-m additjon?.: year so that the term of 

this Agreement shal. .vruinue on a three year basis. This 

/■•gicencnt shall be tern-nated prior to the expiration of its 

•• .-ay upon the occurrence of one or more of the following 

<c) In the event of the Company's involuntary 

dissolution, receivership or bankruptcy. 

(b) In the event of the death of Consultant. 

(c) At the option of the Company upon one (1) 

month's written notice, if by reason of illness or other dis- 

ability the Consultant is permanently and totally incapacitated 

ror the performance of the services required by this Agreement. 

> 
(d) By the Company ^for good cause, upon written 

notice. "Good cause" shall include,a good faith determination 

oy Company's Board of Directors"that its profitability is 

madequate to continue this Agreement. 

(e) At the option of Consultant and without 

■ liability to the Company, upon not less than three (3) 

••-itten notice to the Company. 

i- M'ct i on of Fees, in the event this 

•r is terminated prior to the expiration of its term for 

•■-ton. other than as set forth in Sections 3(d) and (e) 

rne Company shall continue to pay the Consultant (or his 

i representatives) his fees (in the amount which would 400 

■ •-:wase be payable to the Consultant) for the remainina 

^ no 
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j-er.oc of the three (y; year terrr. as of the date of such 

termination, 

5. The Company agrees to pay Consultant, 

"jaoltant agrees to accept, during the term of this 

in fun p^ment for all consulting services to be 

-.-.J Ly n-.T. hereur.oer, fees ar the rate of Four Thousand 

-iiars (54,000) per month. All such fees shall be paid 

without withholding for Federal, State or local income taxes, 

and the Company shall not be responsible for the payment of any 

employment taxes, workmen's compensation or otherwise. Nothing 

herein contained shall be construed as restricting the power of 

-.he Board to increase the amount <Sf the fees to be paid the 

-.or.sultai^fr from time to time. ' 

€>■ Trade Secrets. Consultant agrees to keep 

secret and to treat confidentially all of the Company's trade 

techniques, plans, concepts, programs, innovations, 

0ns and improvements (jointly termed "information") and 

• use or aid others in using any such information in 

-tion vizh the Company, this obligation to exist both 

-"-er thv «rrmination of this Agreement for so long 

wOmpot;, i information retains any confidentiality. 

7. Author i ty. Company is authorized to execute 

-greement by virtue of resolutions adopted by its 

-tors at a special meeting held on  , 1983. 4U1 

■ furth6r to Consultant that it has obtained the 
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.• :'-'v>v'a3 of IC or.  , 1S83 fcr its entering Inic 

this Agreemen:. 

e- Succ-: r.-.c:rs and Assigns. This Agreement shall 

upon, and inure to the benefit of, the parties 

their heirs, successors, assigns and personal 

. v... cv i vc-c . As usec herein, the successors of the Company 

■.oJ3 include, but not be limited to, any successor by way of 

..i.-ioer, consolidation, sale of all or substantially all of its 

assets, or similar reorganization. In no event may Consultant 

assign any rights or duties under this Agreement- 

9. Applicable Lav. The validity and construc- 

tion of this Agreement or of any of its provisions shall be 

...'..termined under the laws of the State of Maryland. The 

invalidity or unenforceability of any provision of this Agree- 
*4- 

inent shall not effect or limit the vfelidity or enforceabi1ity 

the other provisions hereof . 

* 
10. Independent Contraetor. The Company and 

'r.-.nt acknowledge that the relationship between them shall 

•i principal-independent contractor and this Agreement 

;vc construed. In this regard. Consultant shall pay 

..y.nw..c tc:;rL and quarterly estimates of his income 

lecuired by the Internal Revenue Cede of 1954, as 

.•c. and the laws of the State of Maryland or the State 

•iv Consultant is required to pay income raxes. 

11. Arbitration. The Company and Consultant 

•.Uolly promise and agree that if any controversy or dispute 

„ 402 00031104 
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'■daring ro rh^s • 
s arisen bprvcan •oetueen them, either n-r-. 

"ay petition the ^p, . "er p^rty 

- order compem„=",;u ^ ^ ^ for 

..-tw.ass.un of that controversy or 

^o.trat.on, andjthat any award or finding made 

z\iT"tlon shan ^311 -u and 

'■cpri-te " 0 ","VM ^ ^ ^ i'r'P0Sed by iud9™ent of the 

-opu m """ 01 State 0f Maryland Pursuant to the applicable laws relating thereto fh» 

ing that Secti ' pames e*Pressly agree- 9 Sections 3-20! through 3-234 of Subtitle 2 o£ • 

:r:fr:and judiciai proceediD9s Articie - - —1 ry and (Maryland Uniform Arbitration Act) incl *■ 

•"hout limitation. Section 3-206 th ' dln9- 

--iicabl^hereto. f ^ ^ and be ' 

IN WITNESS WHTO. the parFies have duiy exec 

—gteement by their hand, ^sea'ls as of the day and year 

iSt above written. y 

• (.SEAL) 

President 

( SEAT.) 
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GUARANTY AGREEMEK? 

THIS GUARANTY ^AGREEMENT, made this 17th day of 

USStof.. . ■•■"M-.fcy W Court Savings t, Loan, Inc. a Maryland 
corporation (hereinafter referred to as the "Guarantor"), in 

^£_?/^ff.rey. A., .teyitt .(hereinafter referred to as the 

"Consultant"): 

WHEREAS, Meridian Mortgage Investments, Inc., a 

Maryland corporation ("Meridian"), old Court Joint Ventures, 

Inc., a Maryland corporation ("Ventures") and Bankers Realty! 

Inc., a Maryland corporation ("Bankers") are wholly-owned 

subsidiary corporations of the Guarantor; and 

WHEREAS, the Consultant has agreed to enter into the 

consulting agreements with Meridian, Ventures and Bankers 

attached hereto as Exhibits I, n and III (hereinafter referred 

to as the "Consulting Agreements") on the condition that 

Guarantor execute this Guaranty Agreement in favor of the 

Consultant. 

NOW,. THEREFORE, in order to induce the Consultant to 

execute the Consulting Agreements, and in consideration of the 

premises and other good and valuable consideration, the receipt 

and sufficiency of which are hereby acknowledged, the Guarantor 

agrees as follows: 

1- The Guarantor hereby unconditionally, irrevocably 

and directly guarantees to the Consultant the prompt, punctual 

404 
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and full payment (whether by acceleration, declaration, exten- 

sion or otherwise) and performance of all obligations, indebted- 

ness and liabilities of Meridian, Ventures and Bankers 'to the 

Consultant in connection with and pursuant to the Consulting 

Agreements of every kind and nature whatsoever (collectively, 

the "Liabilities"). Should Meridian, Ventures or Bankers for 

any reason fail to pay or perform all or any part of the Lia- 

bilities as and .when due and payable (whether by acceleration, 

declaration, extension or otherwise), the Guarantor promises to 

immediately pay or perform the same. 

2. The Guarantor hereby consents that at any time 

and from time to time and with or without consideration, the 

Consultant may, without notice to and further consent of the 

Guarantor and without in any manner affecting, impairing, 

lessening and releasing the obligations of the Guarantor here- 

under, renew, extend, change the manner, time, place and terms 

of payment of, sell, exchange, release, surrender, realize 

upon, modify, waive, grant indulgences with respect to and 

otherwise deal with in any manner: (a) all or any part of the 

Liabilities; (b) the Consulting Agreements; and (c) any person 

other than the Guarantor at any time primarily or secondarily 

liable for all or any part of the Liabilities. 

3. The Guarantor hereby waives demand, presentment 

for payment, protest, notice of dishonor and of protest, notice 

of acceptance of this Guaranty Agreement, notice of the making 

Of any of the Liabilities and notice of default under the Con- 

sulting Agreements. 

405 -7-64:1- 
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4• The Guarantor agrees to reimburse and pay to the 

Consultant on demand any and all costs and expenses incurred by 

and on behalf of the Consultant in connection with (a) the 

collection of any of the Liabilities, and (b) the collection of 

any of the obligations of the Guarantor hereunder. 

5. No delay or failure on the part of the Consultant 

to exercise any of its options, powers, rights or remedies 

hereunder, under the Consulting Agreements or now or hereafter 

existing at law or in equity or by statute or otherwise, or any 

partial or single exercise thereof, shall constitute a waiver 

thereof. All such options, powers, rights and remedies are 

cumulative and may be exercised singly or concurrently and the 

exercise of any one or more of them will not be a waiver of any 

other. No waiver of any of its rights hereunder, and no modi- 

fication or amendment of this Guaranty Agreement, shall be 

deemed to be made by the Consultant unless the same shall be in 

writing, duly signed on behalf of the Consultant, and each such 

waiver, if any, shall apply only with respect to the specific 

instance involved and shall in no way impair the rights of the 

Consultant or the obligations of the Guarantor hereunder in any 

other respect at any other time. This Guaranty Agreement shall 

be binding upon the heirs, personal representatives, successors 

and assigns of the Guarantor and shall inure to the benefit of 

the successors and assigns of the Consultant. This Guaranty 

Agreement shall be governed and construed in accordance with 

the laws of the State of Maryland and shall be deemed to be 

executed, delivered and accepted in the State of Maryland. 

406 
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The signature and seal of the Guarantor are sub- 

ctibed to this Guaranty Agreement as of the date first wri 

bove. 
tten 

i 

•TTEST : OLD COURT SAVINGS (, LOAN, INC. 

(SEAL)   

ccepted this dav >e 

f 1983 

1 c n e S S : 
£et te<3 

eve 

^ant. 1 
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OlH Court Sauings & Loan, Inc. 

Admlnlttraliv* OtlKJM 727-3357 • ti LIC^1 6l'**' • MiryUnd 21J02 
Bf«ncti Ottic* Phofx 727-7BM • ?5 Llchl Sl'**l * B^Himont. Maryltrv] 2120J 

Office of ttx Pretldant 

December 21, 1983 

Hr. Ralph Holmes 
MSSIC 
901 N. Howard Street ' 
Baltimore, Maryland 21201 

Dear Mr. Holmes, 

As per our conversation, the following is my compensation from Old 
Court Savings & Loan, Inc., and Its subsidiaries, which has been 
approved by the Board of Directors of Old Court Savings i Loan, Inc.: 

Old Court Savings S Loan, Inc. - - $1,500.00/week 
Meridian Mortgage Investments,Inc. - 4,000.00/month 

[ ^Old Court Joint Ventures, Inc. - 4,000.00/month 
^Bankers Appraisal Service - 2,000.00/month 

1 am enclosing a copy of my employment agreement with Old Court Savings 
& Loan, Inc., Meridian Mortgage Investments, Inc., Old Court Joint Ven- 
tures, Inc., and Bankers Appraisal Service. 

I would appreciate your approval of said agreements. 

Very truly yours, 

Jeffrey A./Levitt 

APPROVED THIS 21st day of December, 1983. 

^ • 
dent Pal^j 

I 
7^v* "0^rnes« Senior Vice Presi< 

TIIB19 

CuSJi Shoppy On,., Burwooo 
Co/nor d_.^ 11M1 R«i,i»r,iown Ro»d Od Anr^polu 4 f 

00031112 

Mariint PUu 
ufn4C€ Braoch Ro«di 1442 M«nin Boulevard 
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»r^r r- ~ ««a™.. »n.m. „ ,.rar, ,, 

The following nembers were present: 

Henry R. Elsnlc, Chairman , ■ , 
Jerome F. Dollvka iohn 0* Fwlkner, Jr. 
W117lain F. Brooks. Jr « !?jes ^"^erson 

.. ^vld F. Wallace 
Absent and Excused: Judith H. Miles 

Guests: OarUs C. Hogs. E)<ecutlve vlce ^ ^ 

Senfor V.ce President; Pau, v. Trice. Jr.. v.ce Preset; Martin 

"uncial Analyst; F. Ha^, RevJel, AnJ,yn_ 

a »t1c E,$n1C Caned the "eet,n3 t0 0rder- the minutes, action was ^e and seconded to approve the mf„uteS as suWtted. ' 

Meffibers1 Commgntc 

Hr- staff ron1tor the d0,|ar aTOunt of de]1n_ 
- oans ln the 1ndustry ^ ^ ^ ^ ^ 

proTl " rePOrt K0,"d 66 deV,Sed ^ ^ 4,1,5 and submitted probably on a quarterly basis. suixnuted 

Membership Reports 

Mr. Hogg reported that hp i* n 

Ch^rm ^ scheduling a meeting with Julian Seldel, 

-7;; t0 d)scuss var)ous concerns 

Dtvlslon h f/ i
a"0C,at,0n'S ,0an P0rtf0H0- Hr- "•'« reported that the . 

Z22, the,r nrst eMm,natiM c~ - « -- 403 
y to the homes of each director of the association. i„ 



addition, Mr. Holmes Indicated that Mr. Trice and Mr. Mahon are visiting the 

sites of several loans which are In the First Maryland loan portfolio. 

Mr. Holmes Indicated that progress has been made In locating and 

returning some of the primary documents to the loan files but additional 

documents need to be located. Mr. Holmes indicated that First Maryland 

Savings and Loan is below the 3.003! HSSIC regulatory net worth ratio and 

that negotiations will shortly begin to .require an Insurance agreement to 

be entered into. Mr. Hogg revealed that he has discussed establishing a 

loan loss reserve for the MSSIC financial statements with louche Ross 4 Co. 

In relation to possible losses at First Maryland Savings and Loan. Messrs. 

Hogg and Holmes both indicated that First Maryland Savings and Loan will 

require a lengthy workout period to resolve their loan portfolio problems. 

A lengthy discussion ensued among the committee members concerning the 

appropriate action it should take. As a result of this discussion, a motion 

was made, seconded and duly passed that the Connittee reconmend to the MSSIC 

Board of Directors that they restrict the Issuance of any new mortgage commit- 

ments by the staff of First Maryland Savings and Loan until otherwise notified 

by the Board. In addition, a motion was made, seconded and duly passed that 

the Committee reconwend to the MSSIC Board of Directors that they evaluate 

pursuant to the MSSIC By-Laws, the possible removal of senior management of 

First Maryland Savings and Loan. Mr. Hogg Indicated that the Comlttee will 

receive a full update on First Maryland at the next Conraittee meeting. 

Mr. Mahon gave a comprehensive statistical update on Old Court 

Savings and Loan, Inr^ and First Progressive Savings and Loan Associatlnn. 

He Indicated that both associations are Increasing their profitability and 

liquidity. 

410 



Nr- Becker 9ave • CMcrfM. upd.te for Dec^r 3,. 1982. 

" cted th,t the months reports .re Indicating . definite Indust* trend 

towards Increased profitability. 

Tfc** belns no further business, the meting .darned «t JUO P.M. 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMITTEE 

MARCH 9. 1983 

The regular mnthly meting of the NeabersMp Comlttee of HaryUnd 

Sevlngs-Share Insurance Corporation ws held at the offices of the Corpora- 

tion. 901 North Howard Street. Baltimore. Haryland. on March 9. 1983 at 

1:30 P.M. 

Members present: 

WillfJ*/1!*"10., , Frances F. Anderson 
JelHl r nfi?0?' 0av1d F' ««"«ce ' 
OohTS.ftu0?^: Jr. Judith H. Miles 

Guests: Charles C. Hogg. II. Executive Vice President; Ralph K. Holmes. 

Senior vice President; Paul v. Trice. Jr.. vice President; Martin H. 

Becker. Financial Analyst; William F. Hahon. Review Analyst; Sharon 

0. Maleskl, Data Processing Coordinator. 

Mr. Elsnlc called the meeting to order. Mr. Elsnlc welcomed 

Sharon 0. Maleskl to the HSSIC staff and Indicated to the Committee she .<,1 

be replacing Vickie I. Paytas as Data Processing Coordinator. After revte- 

_jfng the minutes of the prior meeting, a motion was made, seconded and duly 

passed to accept the minutes as submitted. 

Members' Comments 

Mr. Wallace commented about the dramatic Increase in savings Inflows 

that has occurred In the HSSIC Industry over the past several months and 

Inquired about the ability of associations to support this growth with net 

worth. Mr. Becker Indicated that he has conducted an evaluation of the asso- 

ciations who are below 5* net worth fjpif «$he year ending December 31, 1982. 

IIT R ?1 



The results Indicate that this group of associations was able to support 

about 75* of their savings growth to maintain a status quo net worth ratio 

by the Infusion of the various net worth components. 

Ms. Miles made a recommendation that a more comprehensive service 

corporation reporting system be developed In response to the Increased 

activity among the MSSIC membership. The Committee agreed unanimously that 

staff should devise a new reporting system and present It to the Board of 

Directors for approval. 

An Inquiry was made as to the status of Rldgeway Savings and Loan 

Association. Mr. Trice reported that the management of Rldgeway Is explor- 

ing the possibility of selling their main office building to the Rldgeway 

Board of Directors with a lease-back provision. In addition, the use of 

hypothecation of savings accounts by the Directors Is also being considered. 

Membership Reports 

Mr. Hogg gave a comprehensive report on First Maryland Savings and 

Loan, Inc. in which he indicated that he has met with Julian Seldel and 

counsel for the association concerning an insurance agreement. Mr. Hogg 

reported on the various aspects of the insurance agreement and indicated 

that Mr. Seldel has agreed to enter Into the agreement. Mr. Hogg revealed 

that the Insurance agreement should be finalized shortly and that the agree- 

ment will provide the measure of comfort necessary in improving the financial 

position of the association. 

Mr. Mahon reported that a recent review of Sharon Savings and Loan 

revealed a significantly higher percentage of delinquent loans than is being 

reported by the association on the monthly S/L-200. Mr. Holmes indicated 

that a meeting with management of the association will be scheduled to 

discuss the delinquency situation. dl Q 



Hr. Becker reported that the management of First Pro^r,.,,^. , , 

^Assocjetlo, has mJde suff.c.ent process 

records for the association's accounting ftnn to ' 'CC0Unt,"9 

4lI()1t 
8 ,ra t0 "O" induct the fiscal 1982 

UMtt M0,"eS ^ th,t   T1111 m h., 

co„,e ^ ' PrOPOS" t0 0,V1$10" ?f Sav,n5! l0" ^"Cfttoos for the 
e;,0n ^ ' - •** «—• The Inltlel offer,, of st 
be 100,000 sharec </:/ k stock 

J525 ^ ,ft " J6/Share 15 «« the association 

e,(PenSe$- W,th "• »"'« abstaining, . not1on „„ wdc 

Direct" "1 ^ ^ COnm,ttee ~ 40 «" "WC •«- of Directors that the Board approve the stock < 

Board neet,ng. St„ck conversion proposal at the nen 

Mr. Hahon gave the ret worth deficiency update report. 

Nr. Becker gave the net worth comparison update report. 

'here being „„ further busJness to ^ 

meeting adjourned at 3:18 P.M. 

77 
ietretary of the TOtTng~~ 
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WARnAin) SAVIWGS—SHARE IHSORAHCE CORPQRATIOH 

WBHBgRSHIP COKMITTEE 

JUNE 8, 1983 

The regular aonthly Meeting of the Membership Coonlttee of 

Maryland Savings-Share Insurance Corporation was held at the -V 

offices of the Corporation 901 north Howard Street, Baltlaore/ 

Maryland, on June 6, 1983 at i*3b P.M. 

Members present: 

R* ®l8nic# Chairman Prank L. Hewitt, III ' Wiilian P. Brooks, Jr. David P. Wallace 
Michael J. Diets John 0. Paulkner, Jr. 
Jerome P. Dolivka Janes O. Laudenan, Jr. 

Others present: Charles C. Hogg, II, Executive Vice 

President} Ralph K. Holmes, Senior vice President! Paul V. Trice, 

Jr., vice President; Martin W. Becker, Pinancial Analyst} tfilliam 

P. Mahon, Review Analyst. 

Mr. Elsnic called the meeting to order. Mr. Becker acted as 

Recorder. Mr. Elsnic introduced and welcomed Messrs. Laudeman, ' 

Diet* and Hewitt as the new members of the Committee. Mr. Elsnic ' 

reviewed with the Committee the format, purpose and authority of 

the Committee. 

After reviewing the minutes of the prior meeting, a motion 

was made, seconded and duly passed to accept the minutes as sub- 

mitted . 

COMMITTEE MEMBERS' COMMENTS 

Mr. Dietz inquired about the decline in Merrltt Savings and 

Loan, Inc.'s net worth ratio. Mr. Trice reported that the asso- 

ciation reduced their net worth in April by approximately 415 

$3,000,000 and deferred fees by $1,450,000 as requested by MSSIC. 



-2- 

The association reported in April a profit of $1,670,000 fro™ 

their service corporation which offset in part the decline. 

Hr. Wallace inquired about the increase in the delinquency 

r"10 0£ and ,^,n     Mr. 

indicated he will revIew the association's delinquencies and 

present a report to the Coonlttee at the next .eetlnq. 

Mr. B099 reported that he «et with Mr. Saul of Chew eh.-, 

Savlnqs and Loan, Tnr to discuss the association's advertisin, 

and net worth position. Mr. Hog, indicated that Mr. Saul intends 

to adjust the association's advertisements to Indicate a clearer 

distinction that Government Services Savin9s and Loan, Inc. and 

Chevy Chase Savings and Loan, inc. are separate savings and loans. 

Mr. Hogg reported that a meeting will be held between repre- 

sentatives of MSS1C and Chevy Chase to discuss Chevy Chase's net 

worth projections. Mr. Elsnic requested that the Committee be 

updated on the results of the meeting. 

Mr. Diet* inquired about the ability of Old Court s.vin^. 

and Loan. Inc. and First Progressive Savinas and Loan     

tion to provide sufficient capital to achieve a 3.00, net worth 

ratio based on the associations' savings growth. Mr. Holmes 

indicated that staff win provide projections for old Court and 

First Progressive at 'the next Committee meeting. 

Mr. Elsnic indicated that he was concerned about the ability 

Of associations with high cost of funds to earn sufficient inccne 

to maintain their net worth ratios. He requested that Mr. Becker 

prepare a report on the ten MSSIC associations with the highest 

cost of funds. 
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MEMBERSHIP REPORTS 

Hr. Trice indicated that he continues to monitor the progress 

0f .F-ir8t Maryland Savings and Loan, Inc. in rectifying the 

delinquency position of the association. Mr. Trice reported that 

the association currently has three delinquent cominercial loans 

totaling $987,000 and twenty-seven homeowner loans totaling $1.4 

million. The causes of the delinquencies vary and the associa- 

tion has begun either foreclosure proceedings or is formulating 

workout agreements where applicable. Mr. Trice indicated he will 

be meeting with representatives of the association to review the 

Real Estate Owned through foreclosure position. 

Hr. Holnes updated the Committee on the progress of Sharon 

Savings and Loan, Inc. In rectifying their delinquency position. 

Mr. Bolmes reported that he has physically reviewed some of the 

delinquent loans in Maryland and feels that sufficient security 

exists. Mr. Holmes indicated that he personally reviewed the loan■ 

files of a group of delinquent loans in Florida and that they 

appear to be well documented. Mr. Holmes feels that some progress 

has been made in improving the overall delinquency position of the 

association but a lengthy workout is probable on the delinquent 

loans as a whole. 

Mr. Trice updated the Committee on the plans of Hopkins 

Savings and Loan Association to achieve compliance with the MSSIC 

net worth rule. He reported that as a result of a delay in the 

approval of the stock conversion plan by the Division of Savings 

and Loan Associations that he is proceeding to Implement a Pre- 

limlnary Insurance Agreement with representatives of the associa- 

tion. 



Mr. Trice reported that representatives of MSSIC and Liberty 

Savings and Loan Associatinn have met to discuss the associa- 

tion's delinquency and net worth position. Mr. Trice indicated 

the preliminary results of the operations in May indicate that the 

association is now above 3.00% net worth and therefore would not 

be required to enter into an Insurance Agreement. Mr. Trice 

indicated that the association is working to restructure their 

largest delinquent loan, the Melstone Valley project, to obtain 

greater control of the project for the association. Mr. Trice 

reported that Lynda Nusinov who is in charge of savings at the 

association will be leaving the association in July. Several of 

the members expressed interest in verifying the appropriate 

accounting treatment of the association's delinquent interest 

income. Mr. Trice indicated he would discuss the matter with the 

firm's accountants. Wooden and Benson. 

Mr. Holmes reported that a meeting was held between repre- 

sentatives of MSSIC and Municipal Savings and Loan Association 

to discuss the association's net worth ratio deficiency. Mr. 

Holmes indicated that the association's projections indicate a 

profit for 1983, but that as a result of savings growth the asso- 

ciation will still be in violation of the net worth rule. The 

association is exploring the possibility of selling their Joppa 

Road office with a leaseback provision as a possible means of 

obtaining additional capital. Mr. Holmes indicated that Mr. Trice 

has begun the drafting of a Preliminary Insurance Agreement and 

that he would update the Committee at the next meeting on the 

status of its implementation. 418 
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Mr. Becker presented an industry net worth evaluation for 

the period U/l/82 through 4/30/63. He reported that the Industry 

has grown just over 51 billion in savings accounts in this perio 

and through the infusion of various forms of capital, the industry 

net worth ratio has risen from 4.00% to 4.18%. 

The meeting adjourned at 3:50 P.M. 

RKH/NWB/pa t 
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MARYLAND SAVIHGS-SHARg IHSDRAMCE CORPORATIOM 

MEMBERSHIP COMMITTEE 

JOLT 13. 1983 

The regular Monthly aeeting o£ the Meabership Conn it tee of 

Maryland Savings-Share Insurance Corporation was held at the 

offices of the Corporation, 901 North Howard Street, Baltinore. 

Maryland, on July 13, 1983 at 1*30 P.M. 

Members present: 

Henry R. Elsnic, Chairnan Frank L. Hewitt, III 
Willian F. Brooks, Jr. David F. Wallace 
Michael J. Dietz John D« Faulkner, Jr. 
Jerone F. Dolivka James D. Laudeman, Jr. 

Others present: Ralph K. Holmes, Senior Vice President; 

Paul V. Trice, Jr., vice President? Martin W. Becker, Financial 

Analyst} Willian F. Mahon, Review Analyst. 

Mr. Elsnic called the meeting to order. Mr. Becker acted as 

Recorder. Mr. Dietz requested that the meeting time of the 

Committee be changed to 1:00 P.M. in the future. The Committee * 

discussed the time change and agreed that beginning in August the 

meeting time will be 1:00 P.M. 

After reviewing the minutes of the prior meeting, a motion 

was made, seconded and duly passed to accept the minutes as sub- 

mitted. 

COMMITTEE MEMBERS' COMMENTS 

Mr. Dietz inquired about whether associations below 3.75% 

net worth are required to submit a plan of corrective action. Mr. 

Holmes indicated that either as a preliminary action to an asso- 

ciation entering an Insurance Ag^^^ent or as a reporting require- 

ment of an insurance Agreement, that associations are requested to 



suboit a plan of corrective action. 

Several nembere indicated that they were somewhat confused 

as to the process in which an Insurance Agreement is entered into 

and the terms and conditions which are included in the Insurance 

Agreements, in addition, it was requested that the relationship 

between an Insurance Agreement and a plan of corrective action be 

clarified. Mr. Laudeman offered an explanation that an Insurance 

Agreement represents a legal agreement in which an association 

agrees to comply with requests specified by MSSIC. The plan of 

corrective action is an explanation of the process and projected 

results that an association will take in rectifying its violations 

and may be incorporated as part of the Insurance Agreement 

although it is not in of itself a legal document. 

A discussion ensued as to the components of Insurance Agree- 

ments and a consensus of the members indicated that the specific 

terms and conditions of individual Insurance Agreements be 

reviewed. A motion was made, seconded and duly passed that staff 

should provide, on a quarterly rotating basis, a summary of the 

plan of corrective action of those associations in violation of 

the 3.75% net worth level. 

Mr. Wallace indicated that in response to the growing com- 

plexity of accounting for new savings certificates, that MSSIC 

associations should be required to adopt a full accrual accounting 

method if they are $25 million in assets or larger. Several 

members expressed their concern about the need to establish con- 

sistency and fairness of financial position in the reporting of 

members to MSSIC and the Division of Savings and Loan Associa- 

tions. Messrs. Faulkner and Becker indicated that the MSSIC 
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Kr. Trice reported that he h« sent „ PreJi.lnary Insurance 

Agreement to Municipal Sav^qs and Loan 

Shilling, Executive vice President of Municipal, is revising his 

operating budget previously subaltted to HSSIC. Mr. Trice Indl- 

wili report tbe status of negotiations at the July HSSIC 

Board of Directors meeting. 

Hr. Mahon presented a sunaary of the projected financial 

position of Old Court savings ana roan. Inc. as of 7/31/83. Mr. 

Mahon indicated that the association should be close to a 3» net 

worth level by 7/31/83 and that he feels their plan seems achiev- 

able. 

Mr. Mahon reported that he was unable to prepare a presenta- 

tion Of the projected financial position for First Proor...,.,. 

Sayings and Loan Association as planned because of the inability 

Of the association to determine its current financial position. 

Mr. Mahon indicated that he was hopeful now that the association's 

independent accounting firm had begun the fiscal 1962 audit, that 

the financial position of the association can be ascertained 

within the near future. Mr. Mahon indicated he win continue to 

monitor the situation. It was recommended that in lieu of the 

current uncertainty existing concerning the financial position of 

First Progressive, that certain inquiries be nade concerning the 

association's pending branch application. 

«r. Mahon reported on his recent review of Glenoore Perma- 

nent Savings and Loan Association. He reported that the asso- 

ciation is currently near breakeven with a return on assets of 

.2S>. Mr. Mahon indicated that the directors of the association 

will hypothecate savings to comoens*^ «.^ 
y <.0 compensate for the association's net 



\ ... 
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worth deficiency, in addition, the directors are exploring the 

possible conversion to stock and the possibility of mergin,. 

Mr. Holmes reported that an application for the creation of 

" MSS1C insured savings and loan to be known as    

■Snvlnqfi nrnl finfln ftfiBnrl/ttlnn has been received. Mr. Bolnes 

Indicated that he is reviewing the application and upon app'roval 

by the Director of the Division'of Saving and Loan Associations, 

he will make a recommendation to the Comaittee concerning their 

admittance as a MSSIC member. 

Mr. Becker updated the Committee on the completion of a 

computer project dealing with financial analysis of -embers on an 

individual basis and as an industry. He then presented a report 

on the ten associations with the highest cost of savings based on 

the S/WOOA report for the last three months. Mr. Becker indi- 

cated that as a result of not accruing dividends on certain sav- 

ings certificates, that some associations may have been excluded 

from the list of the ten highest cost of savings. 

There being no further business, the meeting adjourned at 

RKH/MWB/pat 
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MARYLAND SAVINGS-SHARE IHSORANCK CORPORATION 

REGULAR MEETING OF DIRECTORS 

WEDNESDAY ,~JPLY 27, 1983 

The regular monthly meeting of the Board of Directors of 

Maryland Savings-Share Insurance Corporation was held at the 

offices of the Corporation, 901 North Howard Street, Baltimore, 

Maryland on July 27, 1983. 

The following Directors were present: 

Frances F. Anderson Henry R. Elsnic 
Leonard Bass John D. Faulkner, Jr. 
Michael J. Dietz James D. Laudeman, Jr. 
Jerome F. Dolivka Terry L. Neifeld 
John C. Donohue, Sr. 

Absent and Excused: Joseph P. Carroll 

Others Present: Charles C. Hogg, II, President; Paul V. 

Trice, Jr., Vice President; Martin W. Becker, Financial Analyst; 

Terry F.Hall, Venable, Baetjer and Howard; Craig T. Garrison, 

Union Trust Company of Maryland. 

The meeting was called to order at 9:30 A.M. and a quorum 

was noted as present. 

INVESTMENT REPORTS 

A general economic narrative which had been distributed 

was read and the Investment Reports were reviewed. (Copies of the 

economic narrative and Investment Reports are attached to the 

permanent file copy of these minutes.) 

Following a discussion of the report Mr. Garrison was 

excused from the meeting. 

425 

111B 2 4 



READING OF PREVIOUS MINUTES 

A minutes of the prior Board Meeting were reviewed with Mr. 

Bolivk. requesting^that the following amendment be made: " 

Page 4. tine 3, preceding the phrase beginning . . ."Pollow- 

ing discussion, Mr. Dollvk. nominated . . ... ln8ert   

Dollvka noted that Mr. George K. D. Plerson was apparent^ the 

second nominee of the Nominating Committee being the only other 

candidate specifically named by that Committee and voted on by the 

Committee, ,2, that Mr. Pi.rson was a duly authorised representa- 

tive of a mutual association whose asset size was near that of 

the Board, and ,3, that Second National.s net worth position would 

not be acceptable under the proposed revision to Section 2-202 of 

the By-taws whereas Parkville's net worth would be.- 

Mr. Neifeld moved that this amendment be Inserted. Mr. 

Dietz seconded the motion which passed unanimously. 

Mr. Faulkner called for a motion to accept the minutes as 

amended. Mr. Neifeld moved. Mr m**. - movea, Mr. Dietz seconded, and the notion 

carried. 

TREASURER'S REPORT 

Mr. Neifeld opened the Treasurer's report with a request 

that staff furnish .« appropriate fi„,nclal statements and data 

by the 15th day of each month 'to allow him sufficient time to 

prepare his report. 

Mr. Hogg advised that staff would 
would endeavor to accommodate the 

Treasurer's request. 

Mr. Neifeld then proceeded with the Treasurer-s Report for 
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the period ended June 30, 1983. A general discussion of selected 

items ensued with a request that the change in "Other Income" be 

reviewed and reported at the next meeting. (Copies of the 

Financial Statements are attached to the permanent file copy of 

these minutes). 

Mr. Diet* moved that the Treasurer's Report be accepted. 

Mr. Elsnic seconded the motion which passed unanimously. 

MEMBERSHIP COMMITTEE 

Mr. Elsnic, Chairman, reviewed the minutes of the Member- 

ship Committee Meeting of July 13, 1983, noting in particular: 

A. Staff's continued monitoring of First Maryland Savings 

and Loan, Inc, Liberty Savings and Loan Association, Municipal 

Savings and Loan Association, Old Court Savings and Loan, Inc., 

and First Progressive Savings and Loan Association. 

Mr. Hogg also advised of various accounting record deficien- 

cies cited by examiners of the Division in their current examina- 

tion of First Progressive which MSSIC, upon receipt of the 

Division's preliminary report, will also follow through on for 

proper resolution. 

B. The Committee is also addressing compliance with Section 

3-211(A)(4) and 3-211(B), as well as 3-211(C)(2). (A copy of the 

Membership Committee Minutes are attached to the permanent file 

copy of these minutes). 

Mr. Neifeld inquired as to whether staff included those 

estimated income and expense figures reported on lines 1340 to 

1410 as adjustments to the computation of net worth. Mr. Becker 

responded that future net worth reports will include computations 
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showing "current net earnings/loss" and "adjusted current net 

earnings/ loss." 

Mr. Dolivka inquired whether any affects of the Home Federal 

merger into Vermont Federal had been noted. Mr. Hogg responded 

that staff had not received any indication of adverse affects. 

Mr. Dolivka noted that First Progressive had not received a 

certified audit for its fiscal year ended 12/31/81, nor had an 

examination been performed since about that time. He further 

inquired as to whether there were any others for whom no recent 

audits or examinations had been performed. Mr. Hogg advised that 

staff periodically checks these against an internal checklist 

which will be updated and reported on at the next Board meeting. 

Specific note will be made at the next meeting of those associa- 

tions who have not filed an audit report within four months of the 

audit completion date. 

Mr. Dolivka further asked if a formal report on the sub- 

stance of audit reports should be given to the Board. The con- 

sensus on this item was that significant matters noted by staff in 

the audits should be brought to the Membership Committee for 

review, and recommendations, if any, will then be made to the 

Board. 

There being no further discussion, Mr. Neifeld moved that the 

report of the Membership Committee be accepted. Mr. Bass seconded 

the motion which passed unanimously. 

OLD BUSINESS 

Mr. Faulkner called on Mr. Hogg for his report on the 

minutes of the Nominating Committee and the current status of the 

42U 
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vacant seat on the Board. 

Mr. Hogg reviewed said minutes and subsequent discussions by 

the Board at its last meeting. 

After discussion of the matter, Mr. Neifeld noted the prior 

meeting's motion to elect Mr. Pierson was before the Board and 

called for a vote. Mr. Elsnic seconded the motion. Mr. Faulkner 

asked if there were any other nominations. Mr. Laudeman nominated 

David P. Wallace; Mr. Bass seconded the nomination. There being 

no further nominations Mr. Neifeld moved to close the nominations. 

Mr. Dolivka seconded and the motion carried. The Chairman 

reviewed voting procedures with counsel. The votes being duly and 

properly cast, George W. H. Pierson was unanimously elected to 

fill the vacancy and term of Judith B. Miles. 

Mr. Dietz moved to accept the minutes of the Nominating 

Committee Meeting. Mr. Elsnic seconded the motion.and it was 

carried. (A copy of the minutes of the Nominating Committee 

Meeting is attached to the permanent file copy of these minutes). 

Mr. Neifeld inquired of his previous request for information 

on simple interest certificates and accrual of dividends specifi- 

cally as to industry trends in these areas. Mr. Trice advised 

that this information was distributed at the last Board meeting, 

but no discussion was held due to lack of time. This matter will 

be scheduled for presentation and discussion at the next Board 

Meeting. 

NEW BUSINESS 

Report of the President 

A. Audit and Budget Committee - Mr. Hogg called upon 

430 



-6- 

Frances Andersoo, Chairperson, for a report on the eo.»ittee'. 

recent ■eetin,. (A copy of the minutes of the Audit and Budget 

Committee .re attached to the permanent file copy of these 

minutes,. Mrs. Anderson noted that the Committee recommends the 

following: 

1. louche Ross t Co. be retained for 1963 to perform the 

Corporation's audit and prepare the year end audit report. 

2. increasing the budget by $23,500 to provide for the 

following cash item revisions: 

BUDGET REVISIONS 

PROPOSED CURRENT 

Line of Credit cic, nnn 
§153,000 $187,500 

Supplies 
8'500 2,500 

Legal: Tax -n nnn 
50,000 25,000 

Accounting 
17,000 14,000 

Salaries 
—289,800 265.800 

TOTAL- 

$518,300 $494.800 

A revision to the Travel and Entertainment Account will be 

discussed after compietion of further analysis of items contained 

in this account. 

nr. Diet, inquired as to whether other CPA firms such as 

Wooden S Benson were interviewed relative to performing the 

Corporation's audit. Mr. Hogg .advised that no such inquiries were 

-de primarily due to ,1, satisfaction with Touche Ross, ,2, the 

late date and (3, the Committee's recommendation to conduct a 

cost/performance review of Touche Ross 4 Co.'s 1983 audit early In 

1984. Additionally, Mr. Hogg noted that the Corporation's line of 
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credit contains a requirement that the Corporation furnish the 

participating banks with copies of an audit report performed by 

one of the "big eight* CPA firms. 

After further discussion, Mr. Neifeld moved and Mr. Dietr 

seconded that: 

1. The budget increase of $23,500 be approved, and 

2. louche Ross « Co. be refined to perform and prepare 

the Corporation's »!> audit report with the Committee and Board 

conducting a cost/performance review of this audit In early 1984. 

The above motion was passed by unanimous vote. 

B. Member Relations ffuesHnnnMro - Mr. Hogg next reported 

on the results of the referenced questionnaire which had been 

) responded to by the Board members, noting that the following 

general topics and related Issues appear to be the primary areas 

for focusing the Corporation's attentions In promoting member 

relations: 1) net worth, 2, rapid growth without adequate net 

worth? and 3) advertisements/high rates. 

.c. Report on Selerted Assod.H^, and 

1. Municipal Savings and.Loan Association - Mr. Bogg 

reported on his and Mr. Trie*'* ... Trice s meeting with representatives of 

Municipal to discuss the terms of their Preliminary Insurance 

Agreement. As a result, Messrs. Hogg and Trice recommend the 

following conditions be included in this agreement: 

a.) Positive net earnings for each month (August through 

December 1983). 

b.) Positive increase in the net worth ratio for each 

month (August through December 1983). 
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c.) Achieve a minimum net worth ratio of 2.25% by 

December 31, 1983. A new Preliminary Insurance Agreement with 

appropriate conditions would then be prepared/executed following 

satisfactory achievement of these conditions and providing for 

ultimate achievement of a net worth ratio in excess of 3%. 

These recommendations were accepted by unanimous consent of 

the Board. 

2. Chesapeake Savings and Loan Association - Mr. Trice 

reported that Chesapeake has received our Preliminary Insurance 

Agreement which is currently being reviewed by their counsel. It 

is anticipated that Chesapeake will execute and deliver same on or 

before August 1, 1983. 

3. John Hanson Savings and Loan, inc. - Mr. Hogg advised 

^ of his recent correspondence with this association advising them 

of the Corporation's posture relative to compliance with Section 

3-211(C)(2). He also reviewed Mr. Whitlock's response and noted 

their positive actions/plans to increase the net worth ratio. 

Discussion on this matter concluded on the Board's consensus that 

staff proceed to effect their compliance with Section 3-211(C)(2). 

4. Ridgeway Savings and Loan Association - Mr. Trice 

advised of his meeting with representatives of Ridgeway wherein he 

addressed the need to promptly effect compliance with Section 

3-211(C)(2). He recommended that Ridgeway's Preliminary Insurance 

Agreement contain the following minimum terms: 

a.) To file with the Director of the Division their 

application for conversion to stock charter on or before 9/30/83; 

b.) To obtain the required approval and consummate the 
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conversion to stock charter on or before 12/31/83; 

c.) To maintain positive earnings in each of the 

succeeding months - August through.December? 

d.) To increase the net worth to savings ratio in each 

of the months - August through December. 

Ridgeway has been requested to execute and deliver the 

agreement on or before 8/1/83. 

5. Friendship Savings and Loan, Inc. - Mr. Hogg advised 

Of his and Mr. Trice's meeting with representatives of Friendship 

wherein they informed Friendship of the need to comply with 

Section 3-211(0)(2). Mr. Hogg also reported that the meeting 

encompassed an in-depth review of that association's financial 

condition, projections, etc., noting further that management is 

very much aware of their goals, weaknesses, etc. and have engaged 

an outside consulting firm to aid them in financial and managerial 

planning. It is expected that the association will execute the 

Preliminary Insurance Agreement in August, or that the net worth 

will be increased to a level in excess of 3% of savings. 

6. Bay State Savings and.Loan Association — Mr. Hogg 

reported that this association will sell additional stock, thereby 

increasing its net worth to an acceptable level, in the event the 

sale of stock is not accomplished in the near future, staff will 

proceed with an appropriate form of an Insurance Agreement. 

7. Liberty Savings and Loan Association - Mr. Hogg and 

Mr. Trice reported on the personnel changes at Liberty and 

apparent improvements being made to that association's basic 

operations. Note was also made that a resolution to the delin- 
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quency problems was being addressed but would be slow in achieving 

satisfactory results in certain instances, staff will continue to 

monitor this association. 

^—RePort on Board of Commissioners Meeting 

Mr. Hogg reported that Mr. Holnes attended the last Board 

of Coomissioners meeting and had advised that Mr. Brown was 

directed by that Board to meet with the nanagement of Chevy Chase 

Savings and Loan, inc., Chesapeake Savings and Loan Association 

and Municipal Savings and Loan Association to express the 

Division's concern over the continued decline in these associa- 

tion's net worth ratios and to obtain their plans for improvement 

of the net worth. First Maryland Savings and Loan, inc.'s request 

for approval to issue various subordinated debentures was tabled 

pending resolution of technical aspects. 

 Premium Restructure Commltt-PP 

Mr. Hogg reported on the several meetings held by this Com- 

mittee, noting, in particular, the difficult issues being address- 

ed therein such as legislative and tax ramifications/problems, 

defining risks, continued changes in the industry, costs for 

members, etc. Be also noted the Committee will be reviewing PSLIC 

and FDIC rating systems. 

Mr. Elsnic requested, and other Board members concurred, 

that copies of the Premium Restructure Committee minutes be 

furnished to the Board members. Mr. Hogg advised these would be 

mailed with the next meeting's notice. 

——Tour of Federal Reserve Bank - Baltimore 

Mr. Hogg stated that a tour of the Federal Reserve Bank 



could be arranged for the Board «e«ber. If they desired and which 

should be of interest and benefit. The Board agreed such a tour 

would be beneficial and requested staff to .rr«n9e for same on 

August 24, 1983 at 9:00 a.m. 

—Relocation of Office Building 

Mr. Hogs reported on current developments with owners/ 

developers of the Latrobe. Building, noting cost increases, etc. 

After considerable discussion, it was determined that no 

further action be taken on the Latrobe Building; that further 

study be made on a new location, and a committee be appointed to 

aid staff in their efforts to select a new office location. Mr. 

Faulkner will discuss the selection of this committee with Mr. 

Hogg. 

Mr. Neifeld noted prior meeting references to the re-acti- 

vation/establishment of a By-Law Review Committee. After discuss- 

ion, Mr. Diet* moved and Mr. Bass seconded, that those members who 

served on the last By-Law Review Committee and James L. Otto and 

*•11 C, Burwitz be appointed. Tie motion passed unanimously. 

There being no further business to come before the Board 

Mr. Diet* moved the meeting be adjourned, Mr. Bass seconded. The 

motion carried and the meeting adjourned at 12:30 p.m. 

' JiA/lI&CLJovv 77 
secretary of the luting 
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KAgnAHD SAVIHGS-SHARg IMSPRAHCg CORPORATIOH 

WgWBKBSHIP COMMITTEB 

ADGOST 10. 1983 

The regular Bonthly aeetlng of the Meabershlp Coamlttee of 

Maryland Savinga-fihare Insurance Corporation vae held at the 

offices of the Corporation, 901 North Howard Street, Baltimore, 

Maryland, on August 10, 1983 at It00 P.M. 

Meabers presentt 

Ch<'ir"an HJu 111 

Jeroe P. Dolivk. . Jr. 

Absent and excused. Hiliiam p. Brooks, Jr. and Janiee D. 

Laudeman, Jr. 

Others present! Charles C. Hogg, II, President, Ralph K. 

Holraes, senior vice President, Paul V. Trice, Jr., vice President, 

Martin w. Becker, Financial Analyst, William F. Mahon, Review 

Analyst. 

Mr. Elsnic called the meeting to order. Mr. Becker acted as 

Recorder. After reviewing the ainutes of the prior meeting, a 

motion was made, seconded and duly passed to accept the minutes as 

submitted. 

COMMITTEE MEMBERS' COMMENTS 

Mr. Dietz inquired about the status of First Progressivp 

Savings and Loan Association's efforts to correct its accounting 

problems, staff reported that the association's Independent 

auditors continue to work to ascertain the financial position of 

the association and hope to complete their work by the end of 
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August, in addition, it was reported that the Division of Savings 

and Loan Associations is in the process of perforning a full 

exaainatibn of the association. 

MEMBERSHIP REPORTS 

Mr. Becker gave a presentation of the financial projections 

of five associations which were below 4« net worth/savings as of 

June 30, 1983. Be indicated that Bay State Savings and Loan 

Association and Second National Building and Loan, Inc. intend 

to iaprove their net worth ratios by the additional issuance of 

capital stock. Bay State successfully issued $962,875 of capital 

stock in August and this should increase the association's net 

worth ratio to over 6«. Second National Intends to issue at least 

$5 nillion in capital stock in August, and if successful, the 

association's net worth ratio should increase to near 6«. Eastern 

Savings and Loan Association. Fairfax Savings Association and 

Monumental Savings and Loan Association intend to increase their 

net worth ratios through noderatlng savings growth and increasing 

profits. Fairfax anticipates their net worth ratio will be above 

4% at the end of August 1983. Eastern indicated they project 

their net worth ratio to be above 41 by June 30, 1984. Monuaental 

anticipates their net worth ratio to be above 4« by December 31, 

1983. 

Mr. Holmes indicated that a formal request had been made for 

insurance by MSSIC from a group of individuals for an association 

to be known as D.S. Home Savings and Loan Association. Mr. 

Holmes related to the Committee details about the proposed 

directors, initial capitalization of the association, location and 
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other pertinent information. Mr. Holmes indicated that he felt 

the Committee should recommend to the Board of Directors the 

approval for aeabership in MSSIC of U.S. Home Savin98 and Loan 

Association. 

After discussing the Mtter, the Cosuaittee abstained from 

making a formal recommendation to the Board of Directors, but it 

was indicated that the matter would be brought to the Board. 

A request was made by several Committee members that staff 

obtain copies of all the current advertising documents currently 

being used by First Progressive Savings and Loan Association. 

Hr. Trice presented a detailed report to the Committee on 

the status and terms of all pending Preliminary Insurance Agree- 

ments as of August 10, 1983. Municipal Savings and Loan 

tion was anticipated to enter into a Preliminary Insurance Agree- 

nent (P.I.A.) on August 10, 1983. Friendship Savings and Loflnf 

Inc^ is anticipated to enter into a P.I.A. by August 18, 1983 

pending the realization of profit on the sale of loans by the 

association which would increase the association's net worth ratio 

above 3% and negate the need for the agreement. Mr. Trice indi- 

cated that there is a question concerning whether the "Liquidation 

Account- of $1,931,046 should be included as net worth in calcu- 

lating the net worth ratio of John Hanson Savings and Loan, Inc. 

If allowed, this would increase the net worth ratio to above 3% 

and negate the need for a P.i.A. Chesapeake Savings and Loan 

Association executed a P.i.A. on August 1, 1983. Mr. Trice 

indicated that he has experienced some difficulty in obtaining a 

Preliminary Insurance Agreement from Ridgewav Savings and Loan 
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Assoclatlon. He currently anticipates the execution of a P.I.a. 

by August 23, 1983• 

Mr, Trice provided the CouBittee with suraary outlines of 

the teras of all outstanding Insurance Agreeaents. in addition, 

he provided saaple agreeaents of both a Preliainary Insurance 

Agreeaent and a Insurance Agreeaent* 
t 

There being no further business,' the aeeting adjourned at 

2t46 P.M. 

RKB/MWB/pat 

440 



MARYIAND SAVINGS-SHARE IHSORAMCB CORPORATinn 

REGDLAR MEETING OP DIRECTORS 

WEDNESDAY» AOGOST 24. 1983 

The regular nonthly meeting of the Board of Directors of 

Maryland Savings-Share Insurance Corporation was held at the 

offices of the Corporation, 901 North Howard Street, BaltUore, 

Maryland on August 24, 1983. 

The following Directors were present: 

Frances P. Anderson Henry R. Elsnic 

p8*?8 John D' F«iil*ner, Jr. 
Mleh?!!i t Sw James D. Laudeman, Jr. Michael J. Dietz Terry L. Neifeld 

j«hnBr Fn Doiivka George W. H. Pierson John C. Donohue, Sr. 

Others Present: Charles C. Hogg, n. President; Ralph K. 

Holmes, Senior Vice President, Paul V. Trice, Jr., Vice President, 

Terry P. Hall, Venable, Baetjer and Howard. 

Mr. Faulkner called the meeting to order at 11:20 a.m. and 

welcomed newly elected director George W. H. Pierson. 

INVESTMENT REPORTS 

Mr. Hogg noted that representatives of Union Trust Company 

were unable to attend this meeting, but had furnished their usual 

financial reports and written narratives relative to the Corpora- 

tion's investments and recoamended investment strategies. (Copies 

of the narratives and Investment Reports are attached to the 

permanent file copy of these minutes.) Mr. Faulkner encouraged 

each director to review these documents. 

11 IR2G 
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READING OF PREVIOUS MINUTES 

The minutes of the prior Board Meeting were reviewed. There 

being no comments, Mr. Dolivka moved that the minutes be accepted 

as presented. Mr. Elsnic seconded the motion which passed unanim- 

ously. 

TREASURER'S REPORT 

Mr. Neifeld, Treasurer, began the Treasurer's Report with 

an explanation of -Other Income* which had been requested at the 

prior meeting, noting that the following major items comprised 

this accounti 1.) admission fee for new members, and 2.) late 

report penalties. 

Mr. Neifeld then proceeded to note and explain the following 

najor items in the Corporation's operating statement for the year 

to date and for the month of July: 

1. Charitable contributions declined insignificantly due to 

a change in accounting; 

2. Legal Fee increase due to billing from Venable, Baetjer 

and Howard in the amount of $11,000 for services for May and June; 

3. Line of Credit Fee - explained by Mr. Hogg as a normal 

charge imposed by the lenders; 

4. Programming fee - appears high, but actually represents 

several months' services; 

5. Printing expense - appears high when compared to prior 

year, but it was noted that the current charge is for a larger 

number of Annual Reports than last year. The charge for last 

year's Annual Reports was not included in -Printing", but in 

another account. 
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Therc being no further conunents, Mr. Carroll moved the 

Treasurer's Report be accepted as presented. Mrs. Anderson 

seconded; motion carried unaniaously. (Copies of the Financial 

Statenents are attached to the pernanent file copy of these 

■inutes.) 

MEMBERSHIP COMMITTEE 

Mr. Elsnic, Chairman, reviewed the minutes of the Member- 

ship Committee Meeting, noting the following in particular: 

A. Staff is continuing to monitor the problems associated 

with First Progressive Savings and Loan Association's accounting 

system/records. Staff also advised that First Progressive's 

independent audit is expected to be completed in the near future. 

Statements for their year ended 1981 will most likely be a "com- 

pilation", while 1982 year end will be a regular audit report. The 

Division is also currently conducting an examination of First 

Progressive. 

B. In further development on members' compliance with the 

net worth requirements of Section 3-211 of the Rules and Regula- 

tions, Mr. Becker presented the Committee with a current report on 

associations, noting that five associations had less than three 

percent (3%) net worth. Staff is currently working with those 

associations to ensure compliance with applicable Rules and Regu- 

lations and Insurance Agreements. 

Mr. Hogg also commented that staff is securing plans for 

corrective action from all associations whose net worth is below 

3.75%, and is monitoring these plans on a quarterly basis. 
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C. Mr. Trice presented the Committee with a status report 

on Insurance Agreements and Preliminary Insurance Agreements. 

Mr. Dolivka inquired whether Alexander Grant had rendered 

a position on John Hanson Savings and Loan, Inc.*8 -Liquidation 

Reserve Accounts- as to eligibility for net worth. Mr. Hogg 

responded that while no such position had apparently been given by 

Alexander Grant on this matter, the firm, through its recently 

completed audit, did note and reclassify certain eligible Deferred 

Pees from Deferred Income, and as a result, increased their total 

net worth to approximately 3.1%. 

No further comments being noted, Mr. Pierson moved to accept 

the report of the Membership Committee. Mr. Laudeman seconded* 

the motion carried unanimously. 

OLD BUSINESS 

Mr. Neifeld inquired whether the fee paid to Raymond Cobb, 

member of the Premium Restructure Committee, was adequate to cover 

his expenses. Mr. Trice responded that he and Mr. Hogg had con- 

sidered the matter and it was their consensus that, there being no 

precedent for these situations, he could only be paid the regular 

committee fee as compensation. Mr. Trice further noted that it 

was his understanding from Mr. Cobb that the fee paid did ade- 

quately cover his expenses for travel and meals. 

Mr. Neifeld questioned whether the current fee structure was 

equitable given the travel costs as in the case of Mr. Cobb or 

others who travel farther. Mr. Dolivka commented that perhaps the 

fee structure should be reviewed and appropriately changed to more 
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properly reflect responsibilities, preparation time, travel and 

other oatters. 

After further discussion, it was determined that this natter 

be referred to the Audit and Budget Committee for review and 

recommendations. 

Mr. Neifeld noted that penalties had been paid for the late 

filing of withholding ta« reports in 1983 and questioned how such 

lateness had occurred. Hr. Bogg explained that Hr. Fitzhugh, the 

previous controller, had advised hi. of the lateness and applica- 

ble penalties on his last day of enployment and that the natter 

had been an oversight on Hr. Pltzhugh's part. Hr. Bogg further 

noted that proper controls were now in place to prevent a recur- 

rence. Efforts to recover some of these penalties are being 

made. 

Mr. Trice next reviewed the results of the Simple Interest 

Certificate survey, noting those institutions whose response 

indicated no accrual of dividends during the term of the certifi-. 

cates. Mr. Neifeld questioned whether Second National's response 

was correct, noting that the volume they held in this certificate 

program was significant and any unrecorded accrued dividends 

thereon could adversely affect their operations. Mr. Trice 

advised he would verify Second National's response with manage- 

ment as well as compare sanwi with the monthly reports where 

possible. 

It was also noted that the survey date was approximately 

five months old and that significant changes may have occurred 
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during thl. period. According, staff was requested to update 

it. findings as soon as .ay be pr.ctlc.l .nd report to the Bo.rd. 

Kr. Dolivka inquired of the status of audit reports filed 

wth th. Corporation. Mr. Bo,, advised this would be covered 

under bis "General ConnentB-. 

NEW BDSINEfiS 

•tr. Bog, advised that Liberty Savings and Loan Association 

...d requested the Bo.rd to grant a special waiver of the penalty 

i-posed for the l.te film, of its S/L-200A report for the period 

ended June 30, 1,83. Be also read excerpts of their request which 

set forth the circumstance, resulting in the late filing. 

Hr. taudeman inquired of counsel for the Corporation a. to 

whether the Rule allowed such additional waiver. Mr. Ball 

responded that the Rule is quite clear in not per.ittin, .ore than 

t»o (2) such waivers in any preceding twe^e month period. 

After due discussion. Mr. Neifeld moved and Mrs. Anderson 

seconded that the Bo.rd uphold the provisions of the Rule and 

require payment of the pen.lty from Liberty. The motion carried 

by vote of seven in favor, four against. 

Hr. Plerson .sked for clarification of Judith Miles- position 

re. Admiral-Builders Savln,s and Loan Association and Liberty 

Savings and Loan Association. Mr. Hog, advised that Ms. Miles was 

an Assistant Treasurer at Admiral-Builders and is a consultant to 

Liberty Savings and Loan, as well as u <; Hr>m c 
wen as U.S. Home Savings and Loan 

Association. 

Mr. Neifeld next questioned whether .ore frequent assessment 

of the Capital Deposits should be considered in view of the 
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accelerated growth of the nembership. He also noted that the 

Insurance Reserve, and particularly the retained earnings of the 

Corporation, to insured savings ratio had been declining signifi- 

cantly during recent periods of accelerated growth. Mr. Faulkner 

suggested and the Board concurred that this matter be referred to 

the Premium Restructure Committee for review and recommendations. 

Additional discussion included note of potential impact on the 

>gs of the membership from increased frequency of assess- 

ments. 

NET WORTH/SELECTED ASSOCIATIONS REPORT 

Mr. Hogg reviewed these reports, noting in particular the 

corrective action or staff action regarding the following: 

a. John Hanson Savings and Loan, Inc. - staff to secure 

updated plan of action; 

b. Liberty Savings and Loan Association - staff notified 

association; response due by September 15, 1983; 

c. Ridgeway Savings and Loan Association - advised they 

will increase hypothecation. 

Mr. Neifeld inquired of differences between the Preliminary 

Insurance Agreements and final Insurance Agreements, noting 

further that recent Preliminary Insurance Agreements appear to 

require positive action for increasing net worth while other final 

Insurance Agreements do not. As an example he cited Chevy Chase's 

agreement. Despite the subordinated debt purchased by the Corpo- 

ration, this association has had a continued decline in its net 

worth ratio from 4.93% in January 1982 to less than 3.00% as of 
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June 30, 1983. He questioned specifically why Chevy Chase's and 

other similar Insurance Agreements do not require positive earn- 

ings or net worth improvement, and asked whether these Agreements 

should be renegotiated. Mr. Hogg responded that different Insur- 

ance Agreements are basically evolutionary products of different 

economic circumstances. 

Mr. Elsnic noted that he had previously requested that staff 

compare prior budget projections required of Chevy Chase with 

actual results attained as well as a report on the current six 

month budget projection and results achieved to date. 

Mr. Neifeld commented that these comparisons of Chevy 

Chase's projections with actual results should be of benefit to 

the Board in explaining the basis for the continued decline in net 

worth since the infusion of the Corporation's subordinated debt. 

Mr. Faulkner suggested that staff assemble the requested 

information as well as secure an update of Chevy Chase's projec- 

tions and plans. The Board concurred and Mr. Hogg said that these 

items will be reviewed at the.next Board meeting. 

Mr. Neifeld then questioned whether the acquisition of 

Government Services Savings and Loan, Inc. had transformed into a 

merger or not. Mr. Dolivka commented that in his opinion, based 

on recent personal observations and conversations, the two asso- 

ciations had merged for all practical purposes. Mr. Laudeman 

stated that while there may have been some consolidation of 

certain operational functions for economy, the two associations 

have separate charters and are considered separate by the Division 
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.of Savings and Loan Associations. He further advised that he 

knows of no plans at this tine to foraally merge the two associa- 

tions. 

Mr. Nelfcld then referred to the minutes of October 21, 1982 

in which he noted on page « thereof Mr. Hhitlock'a conaent «... it 

U tapertant to separate the difference between this aerger and a 

subsequent .erger of the two associations-, noting that the ter« 

•erger, not acquisition, aay have been the perception of certain 

aeabera of the Board even at that time, particularly as It con- 

cerns the issue of concentration. 

Mr. Faulkner commented that, in his opinion, such consolida- 

tions of associations aay well be and aay well bold the key for 

the future direction of the Corporation and the industry. 

BOARD OF COMMISSIONERS REPORT 

Mr. Holmes reported that the Board of Comaissioners approved 

the issuance of two new charters, one of which, U.S. Home Savings 

and Loan Association, had also filed application with the Corpora-, 

tion for insurance of accounts. 

Mr. Holmes noted also that approval had been granted to 

First Maryland Savings and Loan, inc. for the issuance of sub- 

ordinated debt totalling $3 million. 

PREMIUM RESTRUCTURE COMMITTEE 

Mr. Hogg noted that copies of the records of this committee's 

neetings had been furnished to the Board as requested. He further 

noted that the records appear to clearly demonstrate the diffi- 

culties encountered in attempting to establish a new equitable 

system. The committee will continue to meet and it is anticipated 
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ttat « refinement of direction will be forthcoming in the ne.r 

future and the Board will continue to receive copies of the 

records of these seetings. 

Mr, Dolivka questioned when the Board night expect a recon- 

■endation. Mr. Laudeaan offered that more than one recowenda- 

tion, or a series of reconmendations nay be offered for the 

Board s consideration, as opposed to a single restructuring. 

RELOCATiom op office site 

• logg advised that efforts are continuing to find a 

suitable new location. Realtors continue to submit new proposals 

and staff is evaluating several possibilities. Hr. Faulkner 

advised that the "Location Coaalttee? will be conprlsed of those 

aeabers of the Executive Committee and will assist staff as 

needed. 

Recommendations of staff and the Location Committee will be 

submitted to the Board when completed. 

APDIT REPORTS 

Mr. Hogg reported that Martin Becker has completed his 

review of the files and has notified those associations (appro*1- 

mately 20) who have not filed a current audit report with the 

Corporation. He further advised that a full status report on this 

matter will be presented at the next Board Meeting. 

"INVEST REPORT* 

Mr. Hogg reported that he had received a letter from an 

organization called INVEST which described certain investment 

services/opportunities to be offered to smaller associations. He 

noted further that staff would meet with representatives of ihvest 

450 



■11- 

to attain a better understanding of their services and operations 

and would advise the Board of the results of the meeting. 

APPLICATION FOR INSURANCE OP ACCOUNTS 

ir. Bol.es reported on the application of o.s. Hone Savings 

«nd Loan Association for Insurance of accounts. Be further pro- 

vided the Board with an oral synopsis of the principals, location, 

capitalisation and financials of O.S. Home Corporation. Note was 

also made that the by-laws of O.S. Bone Savings require the 

approval of the Director of the Division for any new subsequent 

directors of the association. 

Mr. Carroll moved and Mr. Bass seconded that U.S. Home 

Savings and Loan Association be admitted as a member. 

Discussion then ensued concerning the applicant, with 

comments generally reflecting eligibility considerations. 

Mr. Pierson then noted that the Board has not received 

written recommendation of the Hembership Committee which he under- 

stood was required under the Rules. He further advised that he " 

felt most uncomfortable at being requested to vote on a subject 

without benefit of any required written analysis and recommended 

that the matter be referred back to the Hembership Committee for 

action as prescribed. 

After further discussion the motion was called and received 

a favorable majority vote with Mr. Pierson opposing. 

There being no further business to come before the Board 

Mr. Carroll moved and Mr. Bass seconded that the meeting adjourn. 

The motion carried unanimously and the meeting adjourned at 1=20 

P-M- iri 4ol 

Secretary of the 



MARYLAW SAVINGS-SHARE INSURANCE CORPORfti ION 

MEMBERSHIP COMMITTEE 

SEPTEMBER 14. 1983 

The regular monthly meeting of the Membership Committee of the Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation, 

901 North Howard Street, Baltimore, Maryland on September 14, 1983 at 1:00 P.M. 

Members present: 

HfHP Cha1nMn Frank L. Hewitt, III 

SSfTV-nKft 0av,d F-Wallace 
Jerome F. Oollvka w111iam F> BrookSf jr 

Absent and excused: John 0. Faulkner, Jr., and James 0. Laudeman, Jr. 

Others present: Charles C. Hogg, II, President; Ralph K. Holmes, Senior 

Vice President; Paul V. Trice, Jr., Vice President; Martin W. Becker, Financial 

Analyst; William F. Mahon, Review Analyst. 

Mr. Elsnlc called the meeting to order. Mr. Mahon acted as recorder. 

After reviewing the minutes of the prior meeting, a motion was made, seconded and 

duly passed to accept the minutes as submitted. 

Mr. Elsnlc read a statement he had prepared concerning the board meeting - 

of 8-24-83. At that meeting, Mr. Holmes sumnarized the facts of U.S. Home's 

application to MSSIC Including the fact that the Membership Comnlttee made no recownen- 

dation to the Board. Mr. Elsnlc's statement, in response to Membership Committee 

members comments to him, took exception to Mr. Holmes' comments to the Board and the 

alleged Insinuation that the Membership Committee was irresponsible In this particular 

instance. 

Mr. Dolivka stated his concern that the Membership Committee should not 

be expected to make a recommendation in these matters based only on a verbal sunroary 

provided th£m at the time of the meeting. He requested that the Coircnittee be given 

In advance, written material so they can better assess the applications for membership. 
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Mr. Hogg agreed with the Comnlttee that the recent procedure for approval 

of new members was Inadequate and. In fact, not In accordance with the rules 

and regulations of this Corporation. In the future. It will be handled as 

Nr. Dollvka suggested. 

Mr. Hogg, however, saw no Intention of crltlclsn In Mr. Holnes' report 

to the Board. He stated that Mr. Hollies aerely reported the facts, among those 

being the Menbershlp Committee's refusal to make a recommendation and that no 

specific and valid reasons for denial were offered. He stated that only valid 

reasons should enter Into the decision making process because as Terry Hall pointed 

out at the Board meeting, other actions might have legal ramifications. 

Mr. Wallace brought up the point that he thought Mr. Hogg and Mr. Holmes 

had misunderstood the Membership Connlttee's reasons for making no recoomendatlon 

to the Board. There followed a brief discussion concerning the Committee's 

Intended reasons. Reasons expressed were primarily that the addition of a new 

member with Interstate connections might adversely affect the stability of our 

Industry and MSSIC Insured associations In particular. 

It was finally decided that. In the future, the Committee will be provided 

more timely and more complete Information for applications of new men&ers. 

COWITTEE MEMBERS' COMMEHTS 

Mr. Hewitt Inquired about the delinquency ratios of First Progressive 

Savings and Loan and Horthfleld Savings and Loan. Mr. Mahon responded that First 

Progressive's delinquency consists of many loans with a high percentage (about 50%) 

In about five loans. The problem Is being worked on by the association and closely 

monitored by staff, but will take some time for First Progressive to fully work out. 

Northfield's delinquency ratio consists primarily of a project in Harford County 

that has been taken Into R.E.O. Mr. Oietz, being familiar with the project, gave 

further explanation to the Committee. 

Mr. Dletz Inquired about Old Court Savings and Loan's violation of the 
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construction loan regulation, the lending regulation, and the borrowing policy 

statenent. A discussion followed concerning staff's actions regarding these 

matters. Mr. Holmes stated that staff tries to work with the associations In 

these matters, and at times, assumes a flexible posture concerning some of the 

rules and regulations If the association Is operating responsibly and in a 

profitable manner. At Mr. Oietz's request, a report on Old Court's mortqaoe 

loans will be given at the next Conmlttee meeting. 

Mr. Dletz questioned the erratic behavior of Merrltt Savings and Loan's 

fee Income as well as the Increase In their total lending. It was agreed that 

a report concerning these matters will be given at the next Committee meeting. 

Mr. Hogg requested that. In the future, the Committee members try to let 

staff know ahead of time when they have questions concerning non-agenda items. 

Perhaps then staff will be able to provide the answers on a more timely basis. 

The Mefabershlp Committee was in agreement with this request. 

Mr. Wallace inquired about First Maryland Savings and Loan's subordinatprf 

debt proposal. Mr. Trice informed him that the Division has approved the debt, 

but the money has not been received yet. They expect a portion of it ($ 2 mi 111 

by 10-1-83. Mr. Trice explained further that staff has been keeping a close 

watch on First Maryland's construction loans. At present, they are still in 

violation, but it is difficult to pinpoint the exact ratios due to First 

Maryland's classification of their loans. Working in conjunction with the 

Division,, staff will attempt to get more exact figures. 

Mr. Dolivka brought up the advertising to the members with emphasis on 

Merritt Savings and Loan in particular. Mr. Hogg stated he will meet with 

Merritt to discuss their advertising. 

MEMBERSHIP REPORTS 

Mr. Mahon summarized his review of Fairfax Savings and Loan. The review 

focused only on their Investment and mortgage portfolio. He stated that Fairfax 



has a 12.SOX yield on Investments and 13.003; mortgage yield. He was Impressed 

with the underwriting and documentation In all areas. He stated that the 

association understands very well the effect of their advertising In terms 

of how much money will be attracted, how they will Invest It, and how It 

will affect their net worth. 

Nr. Mahon presented a report on his review of Ashburton Savings and Loan. 

He stated that when converted to a fully accrual basis, they have a slightly 

negative R.O.A. Their main problem Is.delinquent loans. Their ratio is at 

6.36X and has been near that level for many months. Since the majority of these 

loans are in bankruptcy, the problem will not be remedied In the near future. 

He will monitor the situation. 

Mr. Trice gave a report on Liberty Savings and Loan. He stated that their 

attorney, Mr. Cole, Is handling the matter. The associations plan for compliance 

to net worth will be presented to Liberty's board on 9-22-83. Mr. Trice has 

requested MSSIC also attend this meeting since the plan will need MSSIC 

approval. The Preliminary Insurance Agreement should be received by 10-1-83. 

It Is expected that Mr. Peach will be indicted soon. Mrs. Miles has prepared 

for a potential run on savings when this occurs. 

Mr. Trice gave a report on Ridqeway Savings and Loan. He stated that they 

Increased their hypothecations to MSSIC by $20,000 bringing the total to $55,000. 

They will submit a projected quarterly budget through 1984 and are pursuing a 

conversion to stock. 

Mr. Dietz requested that the Membership Committee be given a report of 

five associations'adherence to their plan of corrective action each month. 

In that way, the Committee wi]] receive a report of all net worth violators 

over a three month period, and every third month each violator's status will 

be updated. These reports will be provided by staff. 

Mr. Holmes reported that Southern Permanent Building Association has 

received preliminary approval for ^lejfMvislon for a stock conversion. They 



Vi-:., 

Xtll offer 20.000 shares jt }5 « shjre. otrectors of the association will 

buy at least 602 of the stock. 

Mr. Becker reported that there has been steady Increase In the profitability 

•■wng the Henbershlp. 

Hr. Hogs questioned tlx CooaHtce concerning the condition of tfte ■ortgage 

«r*et. It tppears. there Is a varytns «rket depending on the geographic loctlon 

of the association. 

There being no further business, the meeting adjourned at 2:55 P.M. 

RKH/WFM/nk 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMHTgE 

OCTOBER 12.19M 

V* regular monthly mating of the Membenihip Committee of ktorytand 

Savings-Share Insure Corporation w. held «t the of Acs of the Corpomlon, 

SOI North Howard Street, Baltimore, Maryland, on October 12,1»83 at liOO P.M. 

Members present: 

WuZ^E£li^a?lrm™ 3ohn D- 
MM^Ti i' Frank 1_ Hewitt, m 

' p" James D. Uudeman, Jr. Jerome F. Dolivka David F. Wallace 

Other, present: Charles C. Hogg, B, President, Ralph K. Holmes, Senior Vice 

President! Paul V. Trice, Jr., Vice President; Martin W. Becker, Financial Analyst. 

Mr. Elsnic called the meeting to order. Mr. Becker acted as Recorder. After 

reviewing the minutes of the prior meeting, a motion was made, seconded and duly 

Passed to accept the minutes as submitted. 

COMMITTEE MEMBERS' COMMENTS 

Mr. Wallace made several suggestions on improvements in the monitoring of 

associations. He indicated that while current quantifying of data seems 

sufficient, that more subjective analysis is needed. Mr. Wallace stated that as a 

result of the deregulation of the savings and loan industry, the new investment 

powers indicate a need for MSSIC to increase its understanding of the members- 

activities. 

Several members suggested that an increase in both the size and scope in the 

review area may be appropriate. 

Mr. Elsnic inquired about the status of the MSSIC staff participating in exit 

interviews conducted by the examiners from the Division of Savings and loan 

Associations. Mr. Hogg responded that in some circumstances there has been a 
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problem where the MSSIC stall was not notified when an interview was going to 

be conducted. Mr. Hogg stated that he will seek to re-emphasize to the 

appropriate Division personnel the MSSIC staff's desire to participate in these 

interviews. 

MEMBERS' REPORTS 

Mr. Trice reported that he has received e schedule from Merritt Comm^f-H*! 

Savings and Loan Association coocemlng fee income. Mr. Trice read to the 

Committee the amounts of fee income associated with the various projects. The 

Committee requested Mr. Trice obtain additional information about the types of 

loans that are being originated, and information concerning the level of loan 

commitments. 

Mr. Trice reported on the loan concentration of First Maryland Savings and 

E*08"! for* He indicated that the association's amount of construction loans is 

$38,822,904 which is 29% of the savings base as of August 31, 1983. However, 

after netting out participations, the percentage of construction loans to savings is 

25%, which is permissible. The association's combined commercial, land and 

construction loans is 51% of the August 31, 1983 savings base. Mr. Trice indicated 

that in October, anticipated payoffs of $8-$i0 million will reduce this combined 

ratio to 45% of savings with additional progress to be made in future months. 

Mr. Holmes presented an organization chart of Old Court Savings and Loan. 

Inc. and described the functions of the various individuals and subsidiary 

operations. In addition, he presented a chart tracing the progress management has 

made in improving the net worth ratio of the association. 

Mr. Trice presented a report on eleven projects of Old Court that he visited in 

Ocean City, Maryland. Mr. Trice reported that the projects appear to be well 
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collateralized and several are near completion. 

Mr. Holmes reported that the independent audit for First Progressive Savings 

and Loan Association is anticipated to be completed by October 31, 1983. Based 

on the results and completion of the audit, the association may merge with Old 

Court Savings and Loan, Inc. 

Mr. Trice updated the Committee on the status of Liberty Savings and Loan 

Association. The management of the. association is currently awaiting appraisals 

on several major delinquent projects to determine if loan losses will need to be 

established. In addition, it was reported that the indictment of Frank Peach, 3r. 

appearing in the newspapers had no adverse affect on the association's savings 

deposits. 

It was reported that Slavic Savings and Loan Association was in violation of 

the MSSIC liquidity rule in July and August. The Committee agreed to allow the 

association a one month waiver. 

Mr. Becker presented a summary of plans submitted by Friendship Savings and 

Loan' frrc** Municipal Savings and Loan Association. Chevy Chase Savings and 

Loan, Inc.f Hopkins Savings and Loan Association and Ridgewav Saving and i 

Association for attaining compliance with the net worth rule. Friendship and 

Hopkins are projecting net worth ratios in excess of 5% by year end. Municipal is 

projecting a net worth level of 2.38% by December 31, 1983, which is in 

accordance with their Preliminary Insurance Agreement. Ridgeway and Chevy 

Chase are projecting net worth ratios below 3% through December 31, 1984, 

although on a consolidated basis Chevy Chase would reach 3% by May 31, 1984. 

Mr. Trice presented a proposed amendment to Section 3-211(A)(3) of MSSIC's 

Rules and Regulations. The amendment would exclude from inclusion in 

computing the MSSIC net worth ratio any capital stock or subordinated 

debentures, the purrtase oi which is financed by a loan iron", the association. 
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Upon discussing the proposed amendment, several members expressed agreement 

in the Intent of the amendment but indicated that some difficulty may exist in 

enforcing the amendment equitably. Therefore, a motion was made, seconded^nd 

duly passed to accept the concept of the amendment to Section 3-211(aX3) at this 

time with further consideration to be given before its formal adoption. 

Mr. Hogg presented to the Committee a copy of a letter sent to the Board of 

Directors concerning a proposed revision of Section 3-103 regarding the 

procedures for application for MSSIC membership and insurance. Mr. Hogg 

Indicated that a need exists to differentiate application requirements between an 

existing association applying for MSSIC insurance and a newly created state- 

chartered institution. T7>e proposed amendment would outline the responsibilities 

of staff, the Membership Committee and the Board of Directors in the analysis 

There being no further business, the meeting adjourned at 3:40 P.M. 

and approval procedures. 

RKH/MWB/pat 
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MARYLAND SAVINGS-SHARE INSURANCE C0RP0RAT1QW 

REGULAR MEETING op directors 

WEDNESDAY- OCTOBER 2<L IVU 

Ihe regular monthly meeting of the Board of Directors of Maryland Savings. 

Share Insurance Corportlon was held at the offices of the Corporation, 901 North 

Howard Street, Baltimore, Maryland on October 26,1983. 

The following Directors were present) 

Ajderson Henry R. Elsnic 

James D. Laodcman, 3r. 

5^™ p Terry L. Nelfeid •Jerome F• Dolivka Georee W H_ psm-ovi 
John C. Donohue, Sr. *J>eorge w. H. Pierson 

Other. fte«n«, ctarla c. Hogs, ^ K. Holmes, s«lor Wee 

P>«tdent| P.UJ V. Trice, Jr, vice President! Martin W. Becker, Finenctoi Anaiysti 

P«trick M. McCracken, AdmWstr.tive Coordinator, Terry F. Hail, Venabie, 

B^tjer and Howard; 3ohn 3. Pretko «Ki Cralg T. Garrison, Union Trust Comply 

of Maryland. 

Mr. Faulkner called the meeting to order at 9:2s a.m. and acknowledged that a 

quorum was present. 

INVESTMENT REPORTS 

Messrs. Pretko and Garrison reviewed the financial reports and the general 

economic narrative. (Copies of the financial reports and the narrative are 

attached to the permanent file copy of these minutes.) Following a brief 

discussion the representatives from Union Trust Company were excused from the 

meeting. 

READING OF PREVIOUS MINUTES 

The minute, of the prior Board meeting were reviewed. Mr. Nelfeid noted the 
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following changes: 

^ ,W0' nUmbtr 2)- ^ ^ no, «o the mlraItes. ^ 

^ re'nOVe<,' ^ ^ ^ ^ ^ ^ ^ 
discussion, Mr. Faulkner .. 

i 2, ^ 3). No ^ of commwt3 ^ ^ 

**lta " ^ re<,ulrem««' «< o^r ««« s.^ «, t^n .» ^ „ 
insurance agreement. 

Following discussion on this point Mr nui^m u 
^ Mr* mov«i that the minutes quote 

counsel's opinion on this matter. 

•ws, CarroU, LAudeman and Mrs. Anderson abstaining. 

'IOr ^ r*cord» ^>e lollovjng Is a quote of counsels opinion: 

Wor to .he date on wWch Chevy Ch^ entered into Its a,™, 

■"^•noe Agrees, wltll MSSIC< ^ ^ Kt ^ ^ 

below 3.00* Of the aggregate withdrawal value of its savings 

accounts. Upon the execution of the insurance Ag^,, ^ 

Chase* net worth rose above 3.00% of the aggregate withdrawal 

value of its savings accounts t*ca„se a subordinated debenture was 

simultaneously purchased by MSSIC. Subsequent to the execution of 

- current insurance Agree™,, chevy Chase, net worth again 

feu below 3.00* o, «he aggregate withdrawal value o, its savings 

accounts. Accordingly, Chevy Chase has again violated Section 3- 

2"(CX2) 0' MSS'" ^ Regulations, which reads as follows: 

"" the total worth of a member association dedines to 3.00% 

the aggregate wlthdrawai value of Its free share accounts on the las, 

<% of its fiscal quarter or any month, the member shall be required 

by the Board of Director, ,ht Corporation ,o enter ln,o an 
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Insurance Agreement". As a result of this new violation, it is 

appropriate for MSSIC to enter into a new Insurance Agreement with 

Chevy Chase. ~ ~ 

3. (Page 3 - MEMBERSHIP COMMITTEE - paragraph 2). The meaning of this 

paragraph would be vague without a copy of the letter mentioned being attached. 

Mr. Neifeld moved that a copy of Mr. Pierson* August 26, 1983 letter be 

attached to the permanent file copy of these minutes. Mr. Dolivka seconded and 

the motion was approved unanimously. 

Mr. Dolivka said the last statement on page 6, -Chevy Chase Savings and Loan 

has explored FSUC insurance and prefers to remain in the MSSIC system . . 

should be changed to read "Chevy Chase Savings ^and Loan has explored FSUC 

insurance, has found that they did not qualify for FSUC insurance, ai^d prefers to 

remain.. .H 

Mr. Faulkner said the minutes should be corrected as noted as to items 1 and 3 

above. 

Mr. Dietz moved that the minutes be accepted as amended. Mr. Bass seconded; 

the vote unanimously passed. 

TREASURER'S REPORT 

Mr. Neifeld began the Treasurer's Report by noting and explaining several 

items in the Corporation's September financial statements. These items included 

an increase in fixed assets due to the purchase of word processing equipment, an 

increase in other income due to the receipt of penalty fees from members, and an 

increase in legal expense because the first billing regarding the tax case was 

paid. Mr. Neifeld concluded his report with the indication that the Corporation 

continues to make money. 

Mr. Dietz asked for the quarterly comparison of actual to budget. It was 

indicated this would be forthcoming. 
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Th"b"nen0 fUr,her ^ the TrMsurer% 

Repor. 6, .c«p««, „ Hr. ^ ^ ^ ^ ^ 

r-*(copiN o' *■ ^ s,i~ - file copy of these minutes). 

membership commtttpe 

Mr- EWc revewc^ ^ ^ of ^ Memberlhip ^ ^ 

w« ^ *« the Commits 4^ ^ ^ ^ of ^ ^ 

'' ^ grMto «P«^- Reports by MSSIc nif( 

7°^ ^ ^ « «-'« Commo^iali «he 
01 construction, commercial and land . , 

ow «M tand development lo«m «t Rm ^ 

organizational restructuring and Ocean ri*v n i j 
0cXQ^, W, Maryland projects of Old Court} the 

^eiZlr aUdit ^ ^ ^ ^ ^ ** 

2rr'—— wat the Committee said thev will «,*!♦  

the , „ one month to jm what develop, regarding the liquidity violation at Slavie Savlnia and ^ 
gs and Loan. The associations whom the 

committee received plan adherent   

Ml . . POr^ 00 were ^endship, Hopkins, 
-opal, Ridgeway and Chevy Chase. Additlona, dUcussions were held on a 

O^sed amendment to Section 3-21 i,^) of MSSiC, Ru,„ and 

- September 2». „» memo deling with m.m^p wlicstlon „ HSSIC by 

new or existing savings and loans. 

RemarKs on the Membership Commit report inci^ the Board shou,d 

, « ^ inf0rmati0n ^ ^ C™''- o' and land development 
Particularly meml^rs h^ow 3%. i( this ^ ^ ^ ^ ^ 

area of rev.ew and examination, we should. Mr. Faulkner stated that it vould be 

— Whue to .rious.y study bolstering the MSSiC sta,, to whatever leve, 

necessary to review and examine these areas of concern. 

No further comments beine noted Mr n 
Mr- V""0" to accept the report of 
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th. Membership Commi«t«. Mr. Dolivk. seconded md the motion carried 

unanimously. 

SPECIAL COMMITTFP 

Mr. Elsnic gave a report on the developments of the special committee to 

create a proposed insurance agreement with Chevy Chase Savings and Loan, Inc. 

He said the committee is being very reasonable and the requirements being 

written into this agreement are attainable by the association. He indicated it will 

** completed by the November Board meeting.' 

Mr. Hogg noted that a letter has been sent to the Board of Commissioners 

concerning a request for permission to merge Government Services Savings and 

Loan, Inc. with and into Chevy Chase effective December 31,1983. 

It was. agreed that the Special Committee would meet again on'Wednesday, 

November-9, 1983. 

PREMIUM RESTRUCTURE COMMITTFF. 

Mr. Trice reported that a majority oi this committee has reached a concensus 

that the premium be based on at least three major areas. These area* are net 

worth position, interest rate risk and default risk. He indicated it will still be 

some time before the Committee decided on the list of elements under each major 

area and is able to weigh these elements and areas in relation to their effect on 

the final premium. 

This report thus having concluded, Mr. Diet* moved that it be accepted. Mr. 

Carroll seconded; the vote was unanimous. (A copy of the record of this 

Committee is attached to the permanent file copy of these minutes). 

OLD BUSINESS 

The Corporation has received 63 out of 102 possible responses to its survey on 

simple interest certificates, the results of this data will be forthcoming. 

Fees paid to Directors or committee members for their participation and input 

^ 6Vf 
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at an ad-hoc, special or occasional meeting were discussed. This discussion 

concluded with Mr. Dolivka moving that any Director or committee member 

attending one of the aforementioned informal meetings be paid $150 for that 

event or $75 if it occurs on the same day as another meeting. Mr. Laudeman 

seconded and the motion passed. 

Alter a brief discussion on the subject Mr. Hogg stated that the approved draft 

of the By-law revision will be distributed immediately to the Board. 

NEW BUSrMFSS 

Franklin Associates G-e. Messrs. Levitt and Pearlsteln) have requested 

permission to convert their $1 million hypothecation with MSSIC to a subordinated 

debenture (7 year term, with sinking fund at a rate of the greater of 12% or 1% 

over Union Trust Company prime). Mr. Hogg said we see no reason to disagree 

with this request; he would recommend that the Board approve it subject to the 

approval of the Board of Commissioners. 

Discussion inckKted the followi^: is there any urgoicy on this matter! this 

conversion would lock these funds in for seven years; the association has requested 

a decision prior to November 30, 19S3 so it can be reflected on their books by 

December 31, 1983. 

Mr. Pierson moved that this conversion from a hypothecation to a subordinated 

debenture be permitted. Mr. Dietz seconded the motion. 

Mr. Eisnic asked that the motion be amended to include an interest rate cap of 

13%. 

During discussion of various interest rate caps Mr. Pierson withdrew his motion 

in its entirety. 

Mr. Hall concluded the discussion by suggesting that the Board give staff a 

maximum to which they would be permitted to negotiate. 

Mr. Laudeman moved to permit Franklin Associates to convert its MSSIC 
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hypoflKCioo held for QM Court S.Wng, ^ ^ ^ t0 . 

debenture (terms «s previously described) with . cp to be negotiMed by n>lt b« 

not to exceed 16%. Mr. Carroll seconded and the motion passed. 

REPORT OF THF PRF<inPMT 

Mr. Becker presented the Net Vorth Compariion «nd Status Update. Jhe* 

reports Jnduded for the lirst time an eiqunded report which Indicated possible 

trends on those associations reporting a net worth position below 5%. 

Mr. Hogg reported on Liberty Savings and Um Association. He said they have 

PMitiv<: •=«« «< their delinquent lo*,, ^ 

getting new appraisals on their troubled loans. Mr. Hogg Indicated that Uberty* 

•cang m-u^g officer, Ms. Miles, Ji actlveiy worki^ on hiring her reptacen*,,. 

Mr. Hogg said that the MSSIC suft will conduct r^o™i .emi^, for «« 

member associations t. exptaln de^rlbe various reports generated by MSSIC* 

computer from the data the members supply to the Corporation. 

Mr. Hogg explained that letters addressing the possibility of misleading or 

deceptive advertising have been sen, to Sharon Savings and loan, Inc., Fairfax 

ings Association, Eastern Savings Association and Custom Savings 

Association. He said that Mr. Trice has follow*) up by meeting with or scheduling 

meetings with the magging officers of these four associations. He added that an 

industry-wide memo reiterattag the previously distributed guidelines on 

advertising and the degree of integrity which should be exercised in advertising 

wiii be forthcoming. 

Mr. Hogg stated that the Board of Provident Savings Bank has approved MSSIC 

as a tenant in their new linanciaj center building. 

Mr. Hogg concluded his report by .wting that the staff Is pursuing the final 

form of membership applications with counsel, and he Is preparing a letter to 

clarify capital deposit adjustments. 
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A. 12,00 noon the MSSIC staff w« „cuSed „ the Board me, in ,xecutive 

session, to discuss the Performance Evaluation and Salary Review for Mr. Hogg. 

After this meeting Mr. Hogg was apprised of the Bond's action, by Mr. Faulkner. 

TV details of this evaluation and review are .o be supplied by Mr. Faulkner and 

will be made a part of the permanent copy of these minutes. 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMITTEE 

WEDNESDAY NOVEMBER 9.19*3 

The regular monthly meeting of the Membership Committee of Maryland 

Savings-Share Insurance Corporation was held «t the offices of the Corporation, 

901 North Howard Street, Baltimore, Maryland, on November 9,19S3 at ItOO PJUL 

Members presentt 

Henry R. Eisnlc, Chairman Frank L. Hewitt, m 
Michael X Dietz 3ames D. Laudeman, Jr. 
Jerome F. Dolivka . David F. Wallace 
3ohn D. Faulkner, Jr. 

v 
Absent and Excused: William F. Brooks, 3r. 

Others present* Charles C. Hogg, II, President; Ralph K. Holmes, Senior Vice 

Presidentj Paul V. Trice, Jr^ Vice President; Martin W. Becker, ITnandal Analyst; 

William F. Mahon, Review Analyst. 

Mr. Elsnic called the meeting to order. Mr. Becker acted as Recorder. After 

reviewing the minutes of the prior meeting, a motion was made, seconded and duly 

passed to accept the minutes as submitted. 

MEMBERS' REPORTS 

Mr. Mahon gave a report on the loan concentration of Merritt Commercial 

Savings and Loan. He Indicated that the association is in violation of MSSICs 

mortgage loan concentration rule. Section 3-217, concerning the limitation of the 

®88regate of all construction, land and commercial loans not to exceed 4096 of 

total savings. He further explained that while Merritt is in violation of MSSICs 

rule, the association is in compliance with a similar rule of the Division of Savings 

and Loan Associations, Section .09.05.0i.30D(3Xd) because of the use of total 

assets in the denominator instead of total savings. Mr. Mahon indicated that 

Merritt* management believes the MSSIC Board should review this discrepancy. 

Mr. Mahon next gave a comprehensive report on the mortgage loan 
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concentration and inv«,roentS oi OM Court S.vln« ^ indiMttd 

that Slmuar circumstances exist between Merrltt and Old Court, where Old Court 

is in violation ol the MSS.C <0% loan co^entra.ion rule but no, ,he Division 

rule. Old Courts management indicted they will «„mp, t0 loWCT thejr 

concentration level to comply with the MSSIC rule. He also reported that 

although technically In violation oi the liquidity rule, Old Court has gross liquidity 

^ «*<*» of 6% of tot&J savings. 

Mr. Trice reported that First Marvin ^ ^ ^ 

submitted a schedule requested concerning loan concentration and therefore 

indicated that he would defer his full report until Committee meeting. 

He d.d indicate that some progress was made Ih lowering the concentration 

percentage of construction, la^l and commercial loans in September". Mr. Trice 

also noted that a flaw may exist in the effectiveness of Section 3-217 because the 

■oans of a savings and loan's subsidiaries are no, required to be consolidated for 

the purposes of determining compliance. 

Mr. Trice then updated the Committee on the status of Liberty Savin,, 

loan Association workouts. He indicated that approximately 80% of the 

requested appraisals have been completed. n« results indicated that some small 

profits and losses exist in the various delinquent projects/loans. 

The next ,tem on the agenda concerned a review of the status of three 

associations in violation of the MSSIC liquidity rule. They were Madison and 

Bradford Saving and Loan Association, S.avie Savin-, „ , 

Weekly Savins, and loan Assoriation. Since Madison and Bradford was to be 

considered, Mr. Elsnic abstained from participation and asked Mr. Dolivka to chair 

this discussion. Mr. Mahon reviewed in detail the liquidity position of the 

assoc.at,ons and the net effect of savings flows over the last four months. He 

indicated tha, Slavie has requested a six month waiver of the liquidity ru.e and 

Madison and Bradiord and Weekly have submitted plans regarding compiiance with , 



the lending restrictions of the rule. 

After discussion a motion was made, seconded and duly passed to recommend 

to the Board that it (1) grant a six month waiver to Slavic of the MSS1C liquidity 

rule and (2) accept the plans submitted by Madison and Bradford and Weekly. 

Mr. Becker then gave a presentation on two net worth comparison reports that 

are now available from the computer system. These reports will be included in 

the Committee's spread sheet packets each month and are anticipated to assist 

the Committee members in evaluating the finincial position of associations below 

the 5% MSSIC net worth ratio level. 

Mr. Becker next presented the plans of Glen more Permanent Building and Loan 

Association, Old Court Savings and Loan. Inc^ John Hanson Savings and Lnan, inr , 

First Maryland Savings and Loan. Inc.. and Chesapeake Saving ^ 

■Association 10 •chieve a <*% net worth ratio leveL He indicated that Glenmore 

and Old Court project a U% net worth level by December 31, 1983 through 

operational earnings. First Maryland projects a U% net worth level by December 

31, 1983 through the issuance of subordinated debentures and capital stock. 

Chesapeake projects a net worth level by December 31, 1983 through 

operational earnings and the issuance of $600,000 in capital stock. It was reported 

that John Hanson's public offering of stock has been withdrawn due to difficulties 

with the underwriting firm. Mr. Hogg indicated he will contact the management 

of the association concerning their achieving a U% net worth level. 

There being no further business, the meeting adjourned at 3; 10 p.m. 

RKH/MWB/pat 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMITTEE 

WEDNESDAY DECEMBER 1». 19*3 ' 

Ibe regular monthly meeting of the Membership Committee of Maryland 

Savings-Share ftuurance Corporation was held at the offices of the Corporation, 

901 North Howard Street, Baltimore, Maryland, on December 14, 19S3 at ItOO 

P.M. 

Members present: 

Henry R. Eisnic, Chairman John D. Faulkner, ». 
WilUam F. Brooks, Jr. Frank L. Hewitt, HI 
Michael J. Dietz James D. Laudeman, Jr. 
Jerome F. Dolivka David F. Wallace 

Others present: Charles C. Hogg, II, President; Ralph K. Holmes, Senior 

Vice President; Raul V. Trice, Jr^ Vice President; Martin W. Becker, Financial 

Analyst| Patrick M. McCracken, Administrative Coordinator; William F. Mahon, 

Review Analyst. 

Mr. Eisnic called the meeting to order. Mr. Mahon acted as Recorder. 

After reviewing the minutes of the prior meeting, a motion was made, seconded 

*nd duly passed to accept the minutes as submitted. 

COMMITTEE MEMBERS' COMMENTS 

Mr. Wallace asked about Admiral-Builders Savings and Loan Association^ 

increase In the delinquency ratio. Mr. Mahon reported that this is due to an 

addition to the delinquency list of one loan of about $1,000,000. Since Admiral- 

Builders has a 50% participation with Chesapeake Savings and Loan Association on 

this loan, they are not really at risk toe as large an amount as it appears. 

Mr. Wallace asked about Community Savings and Loan. loc.'s decrease in 

savings. Mr. Faulkner answered that it was due to normal run-off in jumbo CD's 

because of rate competition. _ T _ _ „. 
I I I b j 1 
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Ur. Wallace rtated his concern that Bay State Savin,, end 

I. In violation of ^ eon^ructlon l«n ™g„taUon. while the tim5 

their net worth decreased. 

Mf. Wallace, along with other memben of the Committee, iixpiired (bout 

pm ftonrenivr Saving and loan AaoclatlonS largt .mount of borrowing., m 

WeU*,,h* ««««« 1 «he ""elation. ^ nl>orM ^t ^ 
i9t2 audit has finally been completed, but MSSIC haa not seen It yet. First 

todies MSSie yev end un «, wlu be ^u, ^ 

« $1,000,000. It was decided that a complete report on First Progressive would 

be given at the next Membership Committee Meeting. 

Mr. Hewitt inquired as to where MSSIC stands relative to the chew cw 

Savings and t^in, Iv. «k| CovOTment Services Sevln.. me^er- 

«r. Hogg informed him that MSSIC has approved the merger subject to Mr. 

Brown* approval and the terms of the new insurance agreement being negotiated. 

Mr. Hewitt asltedabout Merritt Commerrim ^ - ,, . 

«o Metropolitan Federal Savings and L*an Associate. Mr. Hogg informed him 

«h.« Mr. Klein (of Merritt) is interested in acquiring Metropolitan on a person,! 

basis and that Merritt is not involved in any pending deals. In addition, it appears 

" " tWo 0ther Parties are also in,^ ^ negotlati0(ls ^ ^ 

Metropolitan. 

Mr. Dolivka inquired about the incr^s in the delinquency ratios ol 

frpHns Savin,, and Loan As^lati^ «, Rideewav ^vin.. ^ 

A-Ciaslon. Mr. Mahon report tha, Hopfcin, increase is due primariiy to 

contractually delinquent accounts. Hopkins monitors the accounts very closely 

and doe, no, foresee any losses. Ridgeway, delinquency Crease is the result of 

«lght delinquent accounts, two of which are in foreclosure. Staff has requested 

further detail from Ridgeway. 
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Mr. Diet, read an excerpt from , bill proposed by J,m Uach a(idressing 

posltory institutions insurance. A discussion followed concerning this and the 

recent failure of the Neb^a .nsur^ce Fund. Mr. Hogg concluded the dis^lon 

^ outlining the difference between the Nebraska Bind and MSS.C (and the ,our 

other private insurance corporations, Ohio, ftnnsylvania, Mass^husem and North 

CaroliM) ^ assuring the Committee that MSSIC, in conjunction with the other 

private insurance corporations, is closely monitoring the situation. 

Mr. Dieu presented to the Committee copies of article, concenUng 

Merrltt Commercial ^ 1ni ,   ^ ^ ^ ^ ^ 

over .he apparent diversity of Merritt* loan portfolio and ,ha, perhaps MSSIC 

Should require further information on loans of a particular amount and particular 

nature. 

Mr. Tr.ce clarified the article in question. While Mr. Klein (of Merritt) is 

P—Uy involved with the projects mentioned, Merritt does no, have direct 

Involvement in many of these loans, m appears the authors of the artiCe , 

perhaps Mr. Klein himself did not eive an 
give an accurate representation of Merritfs 

involvement versus Mr. Klein's involvement. 

Mr. Laudeman voiced his disagreement with Mr. Die,» suggests 

^.ring ,unher repoft|ng lMn, ^ ^ ^ 

^uire associations to prove that they have the expertise, experience and 

knowledge to engage in diverse lending practices. 

A lengthy discussion followed in whirh th- nuwea m which the following points were made: 

-An individual loan cannot be judged merelv rm th 
J gea merely on the amount of the loan and 

location of the project. 

-TO* Committee does no, wan, ,imi, abiIi,y 0( MS5|C associat.oiis 

to effectively compete with other savings and Joans. 

-MSSrc was originally in,ended ,o insure thrifts. not commercial banfe 
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-Does MSSIC have legal grounds for taking any significant action that 

would restrict lending practices. 

Mr. Brooks commented in conclusion that MSSIC already has the means, via 

Its existing rules and regulations, to effectively monitor the activities of 

members, but is not using them. All other suggestions are unnecessary if we were 

to enforce our current rules and regulations. 

Summing up, Mr. Hogg said we have discussed three views: 

1. Requiring associations to maintain a staff experienced to engage in 

those activities they wish to engage in. 

2. Further intensification of the examination process. 

Better enforcement with the means already available. 

STAFF REPORTS 

Mr. Holmes gave a report on Old Court Savings and Loan. Inc.* two hydro- 

electric plant loans. He stated that these were really Industrial Development 

Bonds secured by mortgages. He was satisfied with the file documentation and 

was convinced these loans do not represent an extraordinary insurance risk to 

MSSIC. As of December 10, 1983 the first power plant is up and running. The 

power from both plants will be purchased by Niagara Mohawk Power 

Corporation. Old Court has an equity interest in both loans. 

Mr. Brooks questioned if the amounts of the loans ($4,100,000 and 

$12,000,000) arc in violation of Division regulations. Since the $12,000,000 loan is 

in excess of Old Court's total net worth, this is a violation. Mr. Holmes said he 

beheves Mr. Levitt would sell a participation if we asked him to; however, the 

Committee made no formal request to do so. 

Mr. Trice gave a report on First Maryland Savings and m™, inr 

Construction loans equal $50,000,000 or 32% of savings. By the end of March im 

this amount should reduce by about 12-15%. Commercial and land loans equal 

475 



$51,800,000 or 33-1/296, bringing the total up to 66%. By the end of March 1984, 

this ratio should be about <>1%. These reductions will be accomplished through 

loan pay-offs, selling participations, and no replacement with new loans of these 

types. First Maryland* delinquency ratio has improved significantly in the last six 

months. 

Mr. Trice gave a report on Liberty Savings and Loan Association. The 

result of the updated appraisals per formed.by Legg Mason, Inc. estimated losses of 

about $800,000-$1,000,000 on Liberty* loan portfolio. Mr. Trice estimated that 

given the time to try to work out the loans, perhaps the losses could be reduced to 

$250,000-$300,000 over a one year time period. Mr. Trice requested that the 

Membership Committee make a recommendation to the Board for either 1) a 

workout insurance agreement or 2) a liquidation of the association. 

Mr. Wallace and Mr. Laudeman were both concerned that 3udi Miles (the 

present managing officer) may not remain with the association during the course 

of a workout agreement, in which case there would be no one to manage the 

association. Mr. Hogg agreed to meet with Ms. Miles to fully understand her 

intentions. Also, MSSIC will begin to explore a bidders process. 

A motion was made, seconded and duly passed to recommend a six month 

workout agreement to the Board of Directors. 

Messrs. Mahon and McCracken gave a report on Custom Savings 

Association. Mr. Mahon reported that the review of Custom showed sound 

bookkeeping and internal control. Custom does not originate mortgages but 

invests primarily in FHLMC securities. Their yieJd on investments is 12.50% and 

their cost of funds is 9.58%. To date they have written oil $700,000 in loses from 

their investment in Penn Square Bank. 

Mr. McCracken reported on an advertising rate scenario and compared it to 

actual month end figures for Custom. This scenario outlines a method whereby an 
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association can, through the use of two separate funds, advertise a consistently 

high rate, while in fact, actually pay a lower effective rate. 

A discussion followed concerning the use of deceptive advertising and the 

iegal grounds, If any, for MSSIC to prevent this. The point was made that 

Qistom* truth-4n-savings statements do not adhere to Section 9-403 of the 

Annotated Code of Maryland - so that there is definite grounds for action 

concerning the truth-in-savlngs statements. 

A motion was made, seconded and duly passed recommending to the Board 

that we notify Custom to cease their deceptive advertising practices. 

Mr, Becker presented the plan of John Hanson Savings and Loan. to 

achieve a 4% net worth ratio level. This will be achieved by Mardi 31, 1984 

through increased earnings and the sale of loans. He also reported on the 

comparison of Fairfax Savings Association. Eastern Savings Association. 

Monumental Savings and Loan Association. Bay State Savings and Loan 

Association, and Second National Building and Loan, Trw projected net worth to 

actual figures. In all cases, except Monumental, the associations are close to 

projections. 

Mr. Holmes reported that U.S. Home Savings and Loan Association has 

withdrawn its application. 

There being no further business, the meeting adjourned at 4:30 P.M. 
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MARYLAND SAVINGS-^HARE INSURANCE CORPORATISM 

regular MPPTfMr. OF nrRFrrapc 

WEDNESDAY. DECEMBER 2L 19&3 

n>e regutor monthly oi the Bovd ol Directors of MMytand 

Savlng«-3hai* Juur^e Cocporation w« hekj a, the otUoe, of the Cotpor.Uon, 

901 >*** How'rd s<rett
1 Baltimore, Maryland on December 28,1M3. 

The following Directors were present: 

Frances F. Anderson R p. , 
Leonard Bass 
Joseph P. Carroll Jhn F. Fwiknef, >. 
Michael 3. Diet* 5^. ** 
Jerome F. Dolivka 
John C. Donohue, Sr. -George W. H. Pierson 

Others Present: Charles C. Hogg, n, President,. Ralph K. Holmes, Senior 

Vice President;JPwl Y. Trice, Jr^ Vice. President; Martin ;W. Becker, Financial 

^Jystj Patrick M._McCracken, Administrative Coordinator} John J. Pretko and 

Craig T. Garrison, Union Trust Company of Maryland. 

Mr. Faulkner called the meeting to order at 9:32 ajn. and acknowledged 

that a quorum was present. 

INVESTMENT REPORTS 

Messn. Pretko and Garrison revicwtxl the Crumcial reports and the general 

economic narrative. FMlowing a trie* discussion the representatives from Union 

Trust Company were excused £rom the meeting. (Copies of the financial reports 

and the narrative are attached to the permanent fife copy o, these minute,.) 

reading of previous minutes 

The minutes of the prior Board meeting were reviewed. Mr. NeiieW noted 

a correction appropriate on page *, item (1) under paragraph 2 which should read.- 

"(1) increased from .2% to .«%" 

IIIB32 

478 SI?!'4 

1 



After discussion Mr. Bass moved that the minutes be approved as 

corrected. Mr. Dolivka seconded and the motion unanimously passed. 

TREASURER'S REPORT 

Mr. Neifeld indicated that interest on investments declined, the tax figure 

for the month is negative because of our recent refund, and the Corporation 

continues to be profitable. 

Mr. Dolivka moved that the Treasurer* Report be accepted as presented. 

Mr. Bass seconded and the motion carried unanimously. (Copies of the Financial 

Statements are attached to the permanent file copy of these minutesj 

MEMBERSHIP rOMMTTTPc 

Mr. Elsnk reviewed the minutes of the Membership Committee Meeting. 

He noted that the Committee .Jiscussed the delinquency ratio oi /Wmtol-Buiiders 

Savings and Uon Association, a savings decrease at Community Savings and Loan, 

he, the constmction loan percentage violation of Bay State Savings and Loan 

Association, and the large amount of borrowings at First Progressive Savins and 

Loan Association. Mr. Elsnic further noted that a change should be made in the 

December 1«, 1983 Committee Meeting Minutes (page 2, paragraph 3, sentence 2, 

change last word "negotiated" to "accepted"), other items discus^ by the' 

Committee rela«d to Hopkins Savings and Loan Association, Ridgeway Savings 

and Loan Association and Merritt Commercial Savings and Loan. Mr. Elsnic 

stated that at the conclusion of a lengthy discussion on lending practices at the 

Committee meeting, three possible alternatives were presented for further 

exploration: 

1. More extensive reporting on loans made by members in excess of a given 

amount; 

2. That job descriptions and resumes containing lending qualifications be 

required of member associations; 



(a, (Sf, 

3. More «ringent enforcement of cuiTent ^ 

Mr. Eta.c no,., ^ ^ ^ 

rrr"':—-—^ concentration regulation dealing with con^tr.^- 
, , construction, commercial and i»r^ 

2 ^ ^ "p-« ^ ^ 
teoctoUon. Ornom Saving. ABoctoUon, John Hana*. Savings «Ki 

Inc*. Falr£ax Association, Eastern Savines A&snci 

^ving, ^ Loan Association Bay «.« s. ' MOnUn,tnttJ 

-j ' Savings and Loan Association and Smvw* 
National Building and Loan, btc. 

Na further cornet, being no,.,, ^ ^ ^ ^ ^ 

©f the Membership Committee u r* 
committee. Mr. Carroll seconded and the motion «, 

unaninvMKiv /a ^notion carried 
y* (A ^ 01 ^ Membership Committee Minute • ^ 

Minutes is attached to the 
permanent copy of these minutesj 

Mr. Faulkner noted that the suhi^ # • 

•»Uitr, scnvity and co ,• ^ 0' ^ 

Meel 2 01 ^ Wil1 U Board g agenda for discussion by the Board. 

AUDIT AND Biir>r.PT^MnrTTrr 

Mrs. Anderson presented the prooosnl iqsa 

several cn^^- COrp0rate Following several questions and discussion Mr ci • 

Woved « ^ ^ ^ ^ ^ 1584 * 

favor (A ' — ,h« was unani^ * (A copy of the 1980 coroorat* k, ^ 

—< Committee are attac JZ ^ ^ minU,eS ^ ^ ^ ^ 
^,°«^~ntl,tecopyo(t^minutesJ 

P.. proposed ,en,h .vision (corrected) oi tHe MSSiC By.Uws Havi„g ^ 

lously distributed, reviewed and discussed u 

approved subject to the """ ^ the approva, of the membership „d Ae Director of th, 

",0n 0f Savings ^ Loan Associations. Mr rv ♦ 
4 o ,) ' seconded the motion which 

. 



• —w . i. a.-MM ^ " 

r-   ^——iitt 

^ the net worth of both Chev. Chaw Savings and Loan, he. and Covem™,     

   Service, Savlngj and Lwn. h, ^ 
would alfect the proposed merged entity Headdthu, 

-   6 uiy* He saw this impact wouJd brine 
"'e'Sed association above the 3% benchmaric. lowing a ^ 

^Qttsion and review of the details involved Mr. Hogg recommended! 

'• ^ approve the merger. 

1 The net wort, ^ 

^^Aprogree report be a monthly Membership Committee agenda iteiik , 

Djring renewed discussion Mr. Ciorson asiwri x. . V 

•Ain. MSSirv u. , Hmon ^ "cord indicate ws M55iC% Jega] counsel if 

anv stat ^iV-n is In violation of any state law or any of MSSIOs Rules Rewib.*- n    

of th, , ^.R-WauonsorBy-Uws, At the conclusion i««thy discussion Mr. Dice moved that the merger of o 

Servta* wlth and into Chevy chas. h. Government 

sig^d^ , Ghase be approved subject to a letter containing a 
^ agreement from Chevy Chase which states tW if . 
lifr of ^ r>- , if' at ** time, during the 

irjti3i'mi ^ ^. — 

«-.« specifically p^red ^ agreement whia, has _ p™^ 

«o them. Mr. Neif^ ^ ^ ^ ^ ^ 

Mr. Pierson opposed and Mr. Laudeman abstaining. 3 ^ ^ 

481 

<» 

21717 



M, Trie ^ Mr. Nci(eW revi_ the detlik of ^ ^ 

«o - «02 ^ the ^op,!^ of Section Wo* «, .h, MSSTC Rules 

Regulations (a copy of these two proposed sections is attached to the 

permanent fiie copy of these minutes). 

M ^ ^ •' — ^ 
Mr. Oo^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 

Mr. Nellew seconded ^ the vote p«ed uwimomiy. 

report op the PRF-'anprn- 

A review «he mooey m^e, olfcred ^ ^ ^ 

-dven^, ^ wiabte ^ ^ ^ ^ ^ ^ 

Mr. McCracken. Mr. ^ ^ ^ ^ review ^ ^ ^ ^ ^ ^ 

Mr. Kressiein, Maryiand League of Financial Institutions. 

Hw Net Worth Comparison Update was reviewed. 

Mr. Hogg rnted th., recon^^uo^ yarding changes on the Central 

Reserve Fund will be forthcoming. 

Mr. Hogg a^ed tha, the Directs c^ider separa.Mg socia, activi^ from 

m«SS ^ ^ He said he would ask lw 

recommendations next month. 

Mr. Hogg stated that the annual planning meeting of MSSIC staff officers 

Will be held in January. 

Mr. Hogg Mcated that ^ Wlc,pated of ^ reiocatiai ^ ^ 

corporate offices to the Provident Financia, Center is May 1, ,,8,. 

Mr. Hogg expiained tha, s,a„ has written „ a„ stock associate 

regarding proposed chan^ * Fe.era, Reserve Board Relation V. He said the 

— suggested tha, each specific ass^iation have its coun., review ^eir 

position as regards this proposed change. 

e o 
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^ ^ Ptacd on «„ reV,eW rcSSrd,n8 "* *0nlt>0n ^ "* 

- mJC rrz^'zi* r,!'. ^cwporatt ^ ,oa,,- 

^ Carro11 mo"<i "hat the meeting .ijoun, 
affirmative vot* ^ * a «nd an i the meeting adjourned at 1»23 p.m. 

CCH/pat Secretary of the Meeting" 
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EXECUTIVE SESSION 
November 3, 1983 

Board of Savings and Loan Association Commissioners 

Ralph Holmes of MSSIC attended the Executive Session of the Board meeting. 

Consolidation 

1983 that Mr* BrOWn had Sent * ,nemoran<'um dated October 21, 1983 to the Board with respect to the proposed consolidation of the financial 
egu a ory agencies. Attached to his memorandum were copies of the 1976 study 

£ * ?t",0YPP0 V0"™ '576 "Sunset Report and Hr!^ 
th^^thI^^anfU1, ! 5* 19 3 t0 Secret8ry Corbley. Mr. Glsrlel felt 

If S I 9fV? ' ^>8rd a 9006 basIs upon wh,ch t0 evaluate consoli- dation of the financial agencies. He asked the Board members for their com- 
ments. 

f 

»t_ ^ocksd?,e stated that he' was not In favor of the proposed consollda- 

Mr* tZ, 5 w !US re?S?nS out1,ned ,n 1976 study on regulatory structure. 
cles Ihl? ? th81' a,ft,0"9h ,nay not »>« the to consolidate the agen- 
Vtlll it ! J parallel authorities now granted State-chartered assocla- 

^ y3! perhaps re9ulatory consolidation should be reviewed at some time in tne tuture. 

Hr. Glsrlel stated that he was also concerned over the fact that the 

fnr^f35 fS 9enerai revenue% funds paid by savings and loans. In the term of a franchise tax, for regulation of the Industry. He added that this 

h^uyrrUnS Ck 5ons,derably less money than paid by the associations In taxes, however, our budget has been cut, and now through the budget process they want 
to combine us with other agencies to save even more money. 

There was some further discussion concerning what was felt to be five 
very strong reasons contained In the 1976 study for not consolidating the fi- 
nanclal regulatory agencies It was noted that the special comlttee which 
made this study consisted of a good cross section of professionals Including 
some prominent members of the legislature. Mr. Stocksdale then made a motion 
thot the Board emphatically oppose consolidation based upon the points raised 
In the 1976 study, which are still felt to be applicable In today's environ- 
ment. This motion was unanimously approved by the Board of Cortmlssloners. 

John Hanson 

tu jr* '-®Co[npte stated that this month's meeting was advanced to the first Thursday of the month at the request of Jerry Vhltlock. He made this request 
as John Hanson needed prompt consideration of a charter amendment concerning 
preemptive rights on their capital stock and approval of a subordinated de- 
benture to be used In an upcoming public offering. Mr. Vhltlock Is here 
somewhat embrassed, and would like to address the Board. 
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Mr. Vhltlock stated that after months of discussions that a commitment 
committee of Drexel Burnham Lambert had decided not to go through with the 
underwriting. He added that one upsetting aspect was that the three reasons 
given at this late hour by the underwriter for not proceeding were all known 
to Drexel Burnham Lambert months ago at their very first meeting. Since then, 
a considerable amount of effort, time and money had been spent putting this 
offering together. However, he stated that John Hanson has spoken with five 
other underwriters at this point, and believe they can restructure another 
deal. 

Mr. Balder asked why It was turned down. Mr. Vhltlock stated that the 
reasons given were a June 30, 1983 sale-of stock to John Hanson's existing 
stockholders which Involved some favorable financing; the price of two times 
book was felt to be too high; and that the association had a mismatch of 
assets and liabilities. Mr. Whltlock then thanked the Board for their time 
and left the meeting. 

Mr. Glsrlel stated that he was concerned over the amount of net worth 
In this proposal which would be In the form of a subordinated debenture. 
Mr. Stocksdale added that he also objected to a debt instrument being con- 
sidered as net worth. Mr. LeCompte stated that one requirement of Regula- 
tion .41 - Subordinated Debentures was that debentures cannot be more than 
501 of net worth. He stated that this percentage could easily be changed 
by the Board, or they could also change Regulation .40-1 (Reserves) to ad- 
Just for these debt Instruments. Mr. LeCompte also noted that when Regu- 
lation .41 was adopted, the economy was much better, the associations were 
all making money and this regulation allowed them to grow and still meet 
the k% net worth test. With the recent economy and the losses that occurred, 
these debt instruments, which may constitute a large portion of an associa- 
tion's net worth are naturally viewed a little differently. Mr. Glsrlel felt 
this matter should be given some consideration In the future. 

Promotlonel Gifts 

Mr. LeCompte noted that before each Commissioner was a copy of a certi- 
ficate ad ran by Washington Federal Savings and Loan, offering a color tele- 
vision as a gift for opening the account. He noted that under the federal 
regulations, the value of any gift of over $10 or $20, depending upon the 
size of the deposit, was considered additional interest. Because of Interest 
rate ceilings under Regulation Q, such giveaways couldn't be done. However, 
the account offered by Washington Federal Is one which Is now deregulated, 
and has no Interest rate celling. Mr. LeCompte stated he had Just received 
a request from a State-chartered Institution to offer a similar program; how- 
ever the association did not want their plan discussed In regular session In 
front of their competitors, If the Board was Inclined to table the request 
for additional study. He explained that the association wasn't that large, 
and felt that If the plan was tabled and brought back In a month or so, they 
would lose any competitive advantage to an Institution with larger advertis- 
ing budgets. 
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A rather lengthy discussion ensued concerning this Issue and It was de- 
cided that this plan was not permitted under our current advertising regula- 
tions. It was also decided to see whether the FHLB takes exception to this 
type of program. The Board was Inclined to change their regulation If these 
gifts are now permitted to be given by federal associations. Action on this 
proposal was tabled for further study. 

U.S. Home Savings and Loan Association 

Mr. LeCompte stated that as pirt of the new charter application by U.S. 
Home Corporation, the names of three new directors had been submitted for 
the Board's review. The new directors were Ronald M. Shapiro, Larry D. Olsmuke 
and ElIzabeth.M. Houston. Mr. LeCompte noted that Mr. Shapiro was a well 
known, prominent Baltimore Attorney and Mr. Dlsmuke and Ms. Houston were 
employees of U.S. Home Corporation's Baltimore Operation. 

A discussion ensued relative to the fitness and qualifications of these 
people to serve as directors of the Institution. It was felt that Mr. 
Dlsmuke and Ms. Houston did not have much of a business background, as they 
were both quite young, and they may not be able to contribute much In the way 
of direction and policy to the proposed Institution. It was felt that under 
the statute, and since this Institution would be wholly-owned by U.S. Home 
Corp., the Board had no real basis to object to these proposed directors at 
this time. 

John Hanson Savings and Loan, Inc. - Golden Mortgage Plan 

A rather lengthy discussion ensued over what concerns the Board may 
still have with respect to this mortgage plan. It was decided that the plan 
could be approved under the provisions of Regulation .30C (16), however, there 
was some concern with respect to disclosures to the borrower and the security 
of the loans where an IRA account was used as part of the plan. These issues 
would be taken up with. John Hanson In the regular session of today's meeting. 

Old Court Savings and Loan, Inc. - Subordinated Debenture 

Mr. LeCompte stated that Old Court has requested permission to Issue a 
$1 million subordinated debenture. They wish to issue this to replace a $1 
million savings hypothecation for net worth purposes. Mr. LeCompte noted 
that Old Court's net worth was approximately 3-7%, and under the terms of 
the hypothecation agreement, these funds may soon be ellblble for release. 

A lengthy discussion ensued with respect to whether debt Instruments 
should be allowed to comprise a substantial portion of an association's 
regulatory net worth. It was noted by Mr. Brown that Old Court meets all 
the requirements contained In our subordinated debenture regulation; I.e., 
they do not need any waivers from the Board, and there was no basis to really 
deny this request. It was decided that the Board should consider amending 
their regulations concerning debentures as net worth. 

i8 n o t. 
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EXECUTIVE SESSION 
December 8, 1383 

Board of Savings and Loan Association Conmlssloners 

Ralph Holmes of MSSIC was in attendance at the Executive Session of the 
Board meeting 

Consolidation of the Financial Regulatory Agencies 

LrW,rn,Stft?d th^ ?he fe,t the Bo®rd,s letter to Secretary Corbley, signed hy Mr. Glsrlel as Chalrman,. was a good, substantive letter with respect 

2 r' The other Board members expressed their agreement with her opinion. Mrs. Erwln also referenced that In the letter to Secretary Corbley, 
dated November 29, 1983 and which was signed by the three financial agencies, 
It stated In the section relating to Legislative Consolidation that consumers 
have unanimously and vigorously opposed this Idea. She" stated that she did 
vote against consolidation of the agencies, but "vigorously" was somewhat of 
an overstatement. She added that the Board's Executive Minutes of last meet- 
ing stated very well what she did say. Mr. Glsrlel stated that he felt this 
referred to the Boards generally and not solely to the consumer members. Mr. 
Brown stated that the Board's letter of November 3, 1983 would be sent with 
the consolidation report which was due to the legislature by December 1, 1983. 

Mr. Brown then reported with regard to finding office space to house all 
three agencies, that the agencies and staff of the Secretary's Office had met 
with General Services and It now appeared that they would try to locate space 
In the downtown financial area". This area Is being roughly defined as 
bordered by Saratoga Street on the North, Pratt Street on the South, Hopkins 
laza to the West, and Holiday Street on the East. This proposal came about 

since the Bank Commission does not want to leave the downtown financial dis- 
trict. If this proposal Is used, then the Shlllcraft Building would be 
eliminated as a possible office site. It also appears that a final decision 
on the office space will be held off until the three financial regulators 
meet with Timothy Maloney, who Is the Chairman of the House Appropriations 
subcommittee who will be reviewing the budget for the Department of Licensing 
and Regulation. 

Mr. Brown also noted that the consolidation report deadline of December 1, 
1983 had been extended to January 15, 198*4. 

Subordlnated Debentures 

Mr. Brown stated that from time to time certain Board members have brought 
up the issue of subordinated debentures as a component of net worth. It was 
felt by some commissioners that with the betterment of the economythat de- 
bentures should not be permitted to constitute too large of a percentage of an 
institution's net worth. There was also concern expressed over debentures 
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Board felt ?k ♦ J k p"rchas"- Staff requested some Input as to whether the 
tn J, r*rt , debentures should be phased out as a net worth Item, limited 
net worth8 perccnta9e or 0n,y cash purchases be considered In any amount as 

Mr. Stocksdale asked Mr. Holmes about MSSIC's position with respect to 

r C*1 worth* Mr- Ho'fnes stated that MSSIC now Includes the full 
h a debentu[e as net worth, however previously debentures were only counted as net worth net of a required sinking fund. 

After some discussion, It was decided to again consider this matter at 
a ruture meeting. 

Operations 

iti. Ilr* R'tl
t

j
en

i
h°use noted the delinquent mortgage loans at First Progressive, Liberty and Hopkins seem quite high. Mr. Brown stated that Liberty's problems 

have been reported at several prior meetings of the Board. First Progressive 
has recently been examined and there are several areas of concern. Discus- 
sions have occurred with respect to possibly merging them Into Old Court Sav- 
Ings and Loan. Hopkins' examination wl11 begin shortly. Mr. Brown referenced 
that ail will be monitored closely. 

Mr. Stocksdale and Mr. Glsrlel also referenced that Sharon/Security should 
also be reviewed. 

State/Federal Regulators Conference 

Mr. Brown stated that he had recently attended a regulators conference in 
Washington sponsored by the Federal Home Loan Bank. He felt that two I terns 
discussed at length by the federal regulators were worthy of note. 

First, the Federal Home Loan Bank Is increasing the required minimal 
capital to charter a new association to $3 million In capital stock and an 
Initial 7% net worth requirement for the first year. This 7% requirement 
would be phased down over a four year period to 3%. The apparent reason for 
this is that there Is presently about 200 applications filed for new California 
State-chartered associations with FSUC Insurance. It appears that a recent 
change in the California law which will permit a California association to 
Invest up to 1001 of assets In service corporations has caused this rush to 
acquire these charters. The Bank Board expressed some concern over possible 
self dealing and the_jcharacter and fitness of some of These applicants. 
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The, ,?,,,n9 »"*"«> "vl„9s. 
ITS are .1,0 receWl^ I,rge ?oans whl'eh'of^ tP "* th"e "vlngs dol- 
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■ AkTlM«|l«t Ms. 
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^ • ' . .. . 

v •. *! z* ** .:*'•■■■ 

yz05. C: SPS: 

•' .-•* v" 'X 
■.v/V 

; :•.• •;• :'\ •' ■•■• ■ 

513 
JO-?" i 



bet™2 . nm-. by .nd 
WSffHH?-SIGAnn<n0NA--t-.-^SIGAIrh1s^w1fe- 

of Baltimore County < n. , *" 

boundH^Rnrin5^tedratnd9doresbherebv ^rf'rl ?! S® stands firm!? 
of FIFTEEN THOUSAND { secure t° fl0rt98gee, the principal'sum 
(»55WO:tO- ) beino nart „f f'sV' ?  Dollars 
hereinafter described; 9 P purchase money for the property ; 

said principal'sum^and^ll^thpr '9reeL an^ does hereb^ covenant to pay ■ • 
date hereof, at the rate of with interest from 
annum on the unpaid principal until * n * centum ' 18J) per 
of TWO HUNDRED SEVENTY Jn/fnn ,nonth1y installments 

4®. . )• commencing on the first day of June 
whole o/the^rinciipal sum^nd^n1 0f m0nth thereafter until the 
the interest are fully pa?d! " ^ SUmS hereb^ SeCured. 0^ 

th.79
h?.J"„rof «?3 credit; b"" • Precedent t 

preSs;
Hi„R5ffh

R^J:^^B
o

0
n

R;G
d

A«,«T«"nH. that i„ constderetfo'n of tf.1 
hereby acknowledgedrthe HortoaooJ dn« h yKPaid* the recei"pt whereof 

unto the Mortgagee, its successors fnrf S""??1' COnve^ and a"ign - 
Ving and being In Baltimore County" the •10t(s) 0f ?r0""d. 

State of Maryland, aforesaid, and described as follows: ' 1n . 

Dundalk, which^la^i^recorded a$ LOtth0'i5 1n Block 7 as shown on Plat No ' 7 

No^S^^hU0: 13' ^ ^^he^eo^^irnTkn^^s^ ' 

■nc.. et S'X.'" L', """'V 

There shall be a release fee of twenty-five ($25.00) Dollars. 

; . " . ' . J. ' 
. J 
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law orncis 

• ' IIPFRIY Aji IIVITT 

4i6 north Charles street 
BALTIMORE, MARYLAND 21201 

April 30, 1982- 

Baltimore, Maryland 21201 

Re: 3508 Louth Road (SIGAI, Joseph'R. & lona L.) 

Gentlemen; 

carefully^nd 4 P.r0Prty haS ^ 
except the ground rent If anv^M ^ 0LiU Encumbrances 

Is'1! TirllZnu" ^^^tlonSndeJ datVo? SofV^Z 
-n? ^ua^6^- S^«t To a prouni . 
said property. ' annually. Taxes have been paid on 

* • yr 

Very truly yours, 

# ■ • * * • . * 

V Jeffrey A. Levitt 

JALrlm • • . . . • * . . v. 

Enclosed check the of « . , . E!c>oS tccmint ' | 

I . " PO^ntS ( ) 
v • • ' • Credit Report 

t '*■ 
Zrr^" .: 

J0403 
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Borrowers: 
Lender: 
U*n No. 

MUr>u..««....    
,510X1, tph'R. and loni L, 

FIRST FROGRESSlVfc 4AV1««I 4 S' t 

• Diu: 
'• ^»Umt Htii jtfi 

Tnptrlfi 3'0< louth ' T«n»l 
^ lilttasr*, mo tDtl ' s 1 

<**70 »> tUpcuu Account . ToUl; | S<3!  Fsyrocnti: On Load |. 
P*ytn«nU due month!/ on the first de/ e/ fsth month, )>cflnnlnf 

pn 

'^s;Lvi-.y 

• .• hCTs% 

PRINCIPAL AMOUNT OF MORTGAGE LOAN . . 
SETTLEMENT EXPENSESi • . 

Attorneys U* for services rendered In connection 
with the preporstlon, doslnf or disburslnf of losn f 

NoUry fee - 
Lien sheet ■ 

•I-jS22 

Judgment reports   
Frco^dalion Isx sUraps . 
Recording 

fO 

Trsnsftr Ux or charge  
Premium for niortgsgs title Insurance . 

Vl/d trudd! nLQS&l 

/sv 

.Hfl ^ . 

T«UI DilactlHii for S«Ul«muit ixpcniti 
MOKTCACORa EXPEK3K ACCOUNT^ • :s-f'l!*-* j > • 

b-'-.-r 

tW%!rS' 

THE HORTGACOJlS AUTHORIZE AND DIRECT 
DISEURSEHENTS AKD PAYMENTS TO 

InUrttt prep»ld it How tt Hltlcnwnt •( r«4Uitl •; mghlifen . 
c»v«rine interest from <UU to V . . ' » 

)IRECT THE FOLLOWING .l' :• £ " . ' V.! 'i 
0 BE MADE ON THEIR DERAIL: •' '■ ;V U' '?•"! 

/,—| :   :—•• ■ • •/.y.-J 

rt&Ai rAZLCrn^t x. 

T«UI dliburumtnU -en V<Ktl/ »f moiifiten 
AMOUNT PAID TO MORTOACORS A» BALANCE OT PROCEEDS OP 

imiCACE LOAN ur 

S£66J2.. 

\ ̂ rvLd 

Vl«- 

*sfe Vj 

%TX\- ^ -t 4/,## ». 
k 

„■ .feryK.ft{ 

^C
rt^ h'-"X 

Ojx^ ;• '•• ts-'f 

JO-to.j 

rr -f p 
o' 1 U 
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rowers: 

-«nder: 

Loin Ko. 

MEMORANDUM, OP MORTQAOE ^ IPTTl^NT ^ 
SIGAI, Joseph R. and lona L. • " ' 

' . . • ; . * D»U; 4/30/82 
FIRST PROGRESSIVE SAVINGS & LOAN ASSN. 

Property; 3508 Louth Road 
^ Baltimore, MO 21222 . wiuwr c | nu ciccc yg 

P.ymenti; On Lo.n $ m . Expense Account Total' 

P.j-menU due monthly on the first d»y of «.ch month."teglnnln* 
• • • i 

♦Interest rite: \S 

Term: < / 0 M ' 
/V 

ri* 

i 

PRINCIPAL AMOUNT OF MORTGAGE LOAN , 

SETTLEMENT EXPENSES; . . 

Attorneys fee for »enrle«s rendered In connection •" • 

Nouit f^
PrePir,U0n' do*inr oflotn^: 

Lien sheet 
Judgment reports ___ 
Recoi-dstion tsa slsmps. 
Recording 
Transfer Ux or charge  
Premium for r.iortcaje title Insurance 
Survev 
  

' io*- - 
' a «: 
Z2ZEZ 

-CsUuf nq_c£a_ ./CO.^ 

Total Deductions for Settlement txpensu I. 

I 
mortgagors EXPENSE ArrnTTMT. 

Initial amount placed by borrowers wlf)i Ia.» 

N#t amnnnf •... 11.VI. JS . .. — „ .    jircmiumj ' 

ToUl disbursements on behsU of morl£a*ors    M ^ 

A"ORTCAPCE"°"0"TCAG°''S AS OF PROCEEDS OF 

iTPT^rr 



r- 

Jorrowen: 

Lender: 

Loan Ko. 

MEMORANDUM.OF MORTGAGE IOAN SCTTIEMCNT 
SIGAI, JosephR. and lona L. " 

FIRST PROGRESSIVE SAVINGS & LOAN ASSN. 

Property: 350S Louth Road 
Baltimore. MD 21222 

Payment!: On Loin f. Expense Account f. 

P»j*menU due monthly on the firit dty of tich monlh, J>e^lnnlnj 

DiU: 4/30/82 

Interest rate: 

Term: 

Total: 

PRINCIPAL AMOUNT OF MORTGAGE LOAN 

SETTLEMENT EXPENSES; . • 

Attenicy* fee for aervlcea rendered in connection 
with the preparation, dosing or disbursing of loan 

Notary fee       
Lien sheet 
Judgment reports __ 
Recoi-dstion tax stsmps 
Recording 
Transfer t*x or chsrge ________ 
Premium for mortgage title Insurance 
Survey      

Total Deductioni for Settlement expenses 

MORTGAGORS EXPENSE ACCOUNT.- . 

15,000.00 

Pjaced by borrowers with lender for purpose 
r«P«Ti<|UT fo/ payment of ground rent (if any) estate taxes, and insurance premiums   ]  

T>l5t-o.C??JifAC0^S AUTHORIZE A»D DIRECT THE FOLLOWING DISBURSEMENTS AND PAYMENTS TO BE MADE ON THEIR BEHALF- 

AZ'irOAr^d°i'ORTGACORS AS BA"WE 0F OF 

S<ltl»m«nt, trpteii th.lr ^etment^nd" uJf.e\fon'thwt5 ■sm'to tht' Mef"?",ldu/n °r Mor1g.ee. Lorn 



JtiTREY A. Levitt 
REAL ESTATE ESCROW ACCOUNT 

25 Uomt STmrr 
BALTiMOKt. MD 21201 

^n
Y

n;°
T

r
H

r
E FIRST PROGRESSIVE SAVINGS I LOAN ASSOCIATION 

,JW..JbCTI^n M/TY V nmiARS AND UZJM: 

UN ON TRUST 
m 

f0H SIGAI - Payoff of First Mortgage i/c73 

May 23 

•"ooaeo?"** noszooootE-1' 

.19 

' 8SQ7 

83 w/uo 

J s:.. 5,066.1_3.J 
 DOLLARS 

Jeffrey A. Levitt 
REAL ESTATE ESCROW ACCOUNT 

ts UOMT •T*tcr 
Baltimore, MO 21202 

FIRST PROGRESSIVE SAVINGS I LOAN ASSOCIATION 

Tuorr mmnRFD SIXTY TWO DOLURS AND 44/100- 

PAYTOTWE 
ORDER OF 

| 362.44 

.DOUAF 

1^07 

51ii 
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W»ff I 229 E' M#in Str#et 
eitminjter, Maryland 21157 

(301) 857-5888, 876-1511 
April 11, 1983 

To; H. Bos ley 

Prom: F. Kemp 

Subject: Mortgage Loan #4205 

l0i" 115,000.00 

D"e 0f lMn frll 30. 19S2 
Interest Rate isX 

Piy- 

Savinos Iniured Up To $100,000 

Contlnuoui DMderxJi ilnce 1014 

521 
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tf.O Zjll^ **£ 
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PHONt, MUUICKRY S-a2«4 . 

»AMUU. J. AAMOM 
*Mwvr •. Miivn 

AARON « AARtN 
♦TTtHNfYI V MW 

41t N. SHARLCB STReCT 
•ALTIMOMK. MD. tltOI 

ff $lt*h 

juiteTiHnr 

February 18, 1983 

Mr. Paul R. Freeman 
First Progressive S. k L. Assn. 
229 E. Main St.. 
Westminster, Md. 21157 

Dear Pault 

On Chlncarlnl, your Loan <fl72, the Auditor's Report has been 
finished, and Jeffrey has not sent a check for the same. The last 
I heard from 3effrey.was that he was trying to collect money from 
an insurance company. The matter has been open since April, 1982 
when the sale was ratified. 

Jeffrey settled for the property. and somebody should have the money. 

Here are the bills that are needed; 
* 

Trustee's- Commissions $645.00 
3ohn P. O'Ferrall, Auditor 90.00 
Clerk of the Circuit Court 

of Baltimore City 66.00 
(Bond of $75.60'is paid) 
Attorney's Fee 350.00 
(Total.check to Attorney is 
$995.00) 
Notary Fees 5.00 

What other information do you want? This is supposed to be an Insured 
mortgage, and Jeffrey should have collected the money. 

Very truly yours, 

Sam 

♦ S3A:aJ 

524 
104 1 



FIRST PROGRESSIVE SAVINGS AND LOAN ASSOCIATION 
BRANCH OFftCE MAIN OFFICE 

239 E. MAIN STREET 
WESTMINSTER. MARYLAND 21167 

416 NORTH CHARLES STREET 
•ALTIMORE. MARYLAND 21J01 

5062 

PIMT NATIONAL •ANK OF MARYLAND 

February 22 .19, 83 

ThbSuhI 156 ools 00 as 

PAY. 

dollaks CtNTJ 

$1,156 00 

r 
TO Sam Aaron, Esq. 

FIRST PROGRESSIVE SAVINGS AND LOAN ASS'N, INC. 

!»(>'d-:=r^rA7Wtf 

■•QO ji^OS EOOO 1Oaa"'Sa5 3 

Re Joseph J. CMncarlnl 
1046 Iris Ave. 
Trustee's Comlsslons 
Auditor, John P. CF-errall 
Clerk, Circuit Court 
Attorneys Fees 
Notary Fees 

$645.00 
90.00 
66.00 

*350.00 
5.00 

$1,156.00 

S«vins> lf«ur«d Up to $100,000 Contlnuom DIvldendi »lnc« 1914 
GL1120-00 

FIRST PROGRESSIVE SAVINGS AKD LOAN ASSOCIATION, INCORPORATED—•ALTIMORK.MD. . wotmintoi.MO. 

525 
1041 ;< 



Mortgage Guaranty Insurance Corporation 
.^CIC Plaza, Milwaukee, Wisconsin S3202 

MGIC 
Witcontm National Bank of Brookfield 

Account f2 
075909547 

167337 

DATl AMOUNT 
FAriXACTir *****    AND *74 CENTS 04/19/83 *7 910 74 
TO THE ORDER Of f HO. f* 

FIRST PRoa^Essive Builoin® A LOWN ~ VOID t veaa Arrtn DAT£ 
229 Ensx Mrin Street over $J5,ooooo two signatures required 
Westminster MO 21157 

yfTZ) 

"• itvaa?"- 1:075^0^51,71: 000003'"37su- 

526 I0'1!i 



J H0«T6A«0t 
I    

AMMfSt Joseph ChtnBifltii/i K.ehv^, 

Aoottit or mortKn 16^6 Iris , Ave. 

CJIH-CO H A Z^SCO.CO ■ 

. 3Ji!i27-61 D-Z^A 

' *XIJ27*C1 0 ij/ A 

f** 
i " # 
■#r[3i3-S' D A 

12-21 D\. A 

**•17633 H **17638- 

**31125/ #*3]iJ>e5- 
***15.7ij 

**31120- 
**311.15' 

113 i f • •• -> r>" 
114 4^ w- 

j % 'tTs; "T 
H A 

.TiTf rc^ 
. . x -1' -A 

1 srts zz-nr 
14 

H 

5F£D 2J-£r H 

" 3)wl6 3- 

!25- H 
|103/3;/«? 6ai « El 

hi 
i2 2/22/83 F.C. exp, 

i>3 Jung 20-83 
14 

***15.75 r 

**31f.l27i| *•330,60- 
VI c 

f- . 
*1*0: 

*♦1^.75 

**i7r^ 

* * *75.60 ojr^ uw 

(?«.^,",r J 

***2.U.S00.{W 
nvrtt- 

***2i6ESG.U£S-|/c 

*•330.59—[•* *2iJi892.75S -| 
* * 31 lJ.85'vf« •*2i|i089.051 • 

•Wi<,805.32H***«^i 

***2i|i955.:2:'v« 

i 

4 *25.030.3 2" 

k **25.136.0^ 

*♦*25.211.0?° 

*•*25.286X7^ 
ft<c7'i.:: 
ec 16;, 

***77X0 
**1,156.00 

**27,303.8. 

. 152 

miuciml , 
l«T«m ^ 

CX rente ■ / ^ A "> 5* 
TOTAL V/71^ 

***25.960X7.: 
26,121.91 

*' *26i19C.9 lr 

27.354.91 

- **51.07 y0ch 

««T fir 1 MGIC 

L 

«T PROONUftv| 9UIL0IN6 « LOAN AMOCIATIOK Of t«LTIMOI(( CITT. INC. 

J 
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loAUro 
• I 
| ai'JI -9-C1 
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i "JLCJ 27-81 
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•ftC 18-SI 
i *<:•* 12 
Ho j 
i"«,«-3-C1 
{12 
!«a!iAY -^-Cl 

. {'<;;jV -3 »;i 
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3 j,':i -li-e.? 
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1 9 
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, jrA6-KA 

K ✓ A 

A 
A 

J A 

K A 
JITI6/.A 

J ^' A 
Jf-f- A 
c-c.. 

,e Feb. 
I7 

e 
o 

io 

I" 
jl2 
>13 I 

7-83 MGIC 

*♦*1:3^0- 

*•*11350 T 

***59.7C > 

** 1C' 
il i'j? CO 

*59.76/ 

**131.75 

***58231 

***36.61 
**102.35^ 

/ 
** 102.35 " 

• ALANCC OLD ial. ric« ur 

****fcT3L,75 — 

****■***■'125 <>- 

»***«■* 65.U8^- 
*♦** <>*21.98^- 

*•***108.59 — 
• •••*210.9l( ^ 

*****167.^ " 

*•***269.79 
•'•••210Xx 

*♦■***109.03 
******65.53 

J0.c>3 

(37.73)^ 

3Sllel'l 
Lp^ato 

* v. .. 

lOVAi 

c: oo 
O ^ o 



first progressive savings 
AND U)AN ASSOCIATION 

vs. 

JOSEPH H. CHINCARIN1 and 
kathy E. CHINCARINI, his 
wife 

Id U* 
Circuit Court 

* for 
BtJtlmor# City. 

Dockrt 

C-33/1982 
C-38773 

1983 Baitjmora March 28/ 

•xplrtUoo cf afUM ^ ^ tb. .uu b«rnf. 
Jeffrey Levitt, Trustee 

Tbt tmooat allowtd yoo !■ fj 
tn wbam all coajouolcitJoM tbould bt addrswM. 

i 16 , 099 . 66 L.t , 'y 
Tl.. coBunlulou .Uow« 7oa ir, I  ^Yj0HN P- OTHUIAU, 
Tht tm lUowtd yoa it j  A.aitor, 

9th Floor Sun Uf* Building 
- - ........ _ B«ltimor«( Mirylind 21201 
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^iV.v 

■ ONTMLT 
•ir«tT 
rATacur 

I '■(NCIfAL J . I 
! ;•: :: 
' ■_ •' ' • ' . : 7—1—:—- 

" '•TAt ■ 81 ?. ^p * • /•■ . L.C. 40.G3 

\Mt '^!VI^tOl^;f U,ANW)AtJOI, ?r,ALT,((o„ 
. . -y?^ :-yi ^•;■ Sirf.i ^ •* 

•c«Tc>to« • , n ^ ' i'^'' '' ' ',:l'l
1"■"*.' ^ ,!- : . 

■DonalfR.-.'Wendtmih ^-^.r :?.:?• XrrAV 1I|M vi 
Hollow RJJ., .-■ . 

......o, Upperco Ml) . ... '! ^TWJ^nT 
   s * I uoarcAer i «7in ■ ... 1 r' r ' ■    — 

— ,T "" 
| 3/30/82 ; -J*P12±5C)X 

}3^/28/82 iewfso'/j 

- 5/25/82 
» ■ June 15782.^liit;rr' *iB7 e'/V 

15.82;^|' 
.■; July •14-82;. ^/A- 
'.Aus 13-82 Sll'i-llh 

*. -Sept. 15-82^h/r1 

IO .•OctK-02 vyo//f^. 
»•;•* - . v" •■•:<• 

» '■*;■■..' ''*■.. -' ■• 



Document i, p.n of Ih. trulh^ ^ndin >4n Olwlo.ur.,, .nd I. Int.nd.d tr " > .n • Pinion o( Amour,, F.n.nc.d" 
j required Uy Regulation 2, u wb . j « Mfc...jrtndum of S«llltm«nl, 

Idenllly of Creditor miklnp Ihlt dlietoeure; .. Delei /• 

Borrower!; Intere.t rate: 
Don^- U/^^c^rt(x ' O 0 

T#rm: 3 ueav /frZ'i'J' 
Properf/ D^'? ^ Pu^UK/ ^PolX ^ 
Paymenu: On Loan {—  ; Expenae account $ ;Total: $  
Paymenu due monthly on the aame day of each month, beginning ■/ 

PRINCIPAL AMOUNT OF MORTGAGE LOAN   . -?<- Doa 5- 
Prepaid Finance Chargea:   V   

Loan committment feea, or polnta     I 

ITEMIZATION OF THE AMOUNT FINANCED OF   , yf 00 O* 
Amounta paW to othera on your behalf;     »'  
Amount paid to / 

(or title examination   j .^'oo t (Yv^ 
, tor mortgagee title insurance   
(or document preparation  ; ; "[   
tor settlement preparation   
(or photo copies     
(or judgment search    — 

Amounts paid to public officials (or    
Lien Sheet   •> /T 
Recordation tax stamps       ±3 0 0 /V\ ^ 
Recording costs      ; q (V y MS 
Notary (ee      

Estimated cost to file release of this transaction upon payment In full . ~( , 
Amount paid to appraiser     
Amount paid (or credit report  \[[[  ' 
Amount paid for survey   

Total Deducilons (or Settlement expanses: ^ 6 / 9 ^ 

MORTGAGORS EXPENSE ACCOUNT; 

!en!^7.« lt
P?C* ^ l0:'0""™ Wlth '•nd*r ,0r purp0M 0< Pf0vldln8 '""d for payment o( ground rent, real estate taxes, and Insurance premiums   

   $ ZZ35ZZZZ5- 

THE MORTGAGORS AUTHORIZE AND DIRECT THE FOLLOWING DIS- 
aURSEMENTS ANDWYMENTS TO BE PAID Tp OTHERS ON THEIR BEHALF; / 

- f - ' =^sr j 

532 



■SIXTY.TIVE'JHOUSANDxDOILA^ND^OHOO^^^ DOLLARS " 

.• x'-o.-;itv rX^ Jlv iv^v: w v!rl;-viti v r^-v ,C /-. .v vl.'i Iviviv . 
\ 

f JU V2-07 -/Vtr^O 
/" 

Vin'-f. 

\ 
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229 E. Main Street 
Weitminiter, Maryland 21157 

(301) 857-5888, 876-1511 

Mr. Walter Otstot 
Unite #3 
616 Salt Spray RJ. 
Box 1864 Montego Bay Station 
Ocean City, MD 21842 

Dear Mr. Otstot: 

April 21, 1983 

i^eT) 

several occasions we have *K-rT«=.   
regarding the settlement sheet, which t?1a2^ S ^ 

tire. .disbuPed UP ^ this 
accordingly. sneet, wg will adjust the interest 

"ramEST DOE on disturs-anf trm 10/26/82 through Jpril 30, 1563 « S4,222 59 

Please remit the .hove mm u soon „ posslWe. 

Sincerely, 

Frankie Kenp 
FK:dr Mortgage Servicing Departnent 

534 
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o|h Enterprises .(Halter' Otstot):';..,,.;,^ V," •.;;'i« 

° >»o|c«tt 137th St. Block 14 Lot 4 . 

2 May 3-83 10/26/82- 

.4 June 20-83)thru 5/ 1 *2,350.1 T*2,3^60.17 

, * A • ■ •>-i f 

t. .■ A-'r-.*i- 

MONTMLT 
WCCKiT 
FAVHCHT 

201: 

> I 

woeHAerLOAwl 

1/30/83 
•4,222.59 

* . *• 1 

v-*# . 

->:• , V>v ; • 
.T . . 

" ^ • 
• v. •' 1 

■ V-" 

. .> . 

*4,222.59 

•* ».• • >*" V.\ 'r* 

4. *••• T'l*4 

■■.r; 
■r\, mi.? 

V, i ' 
" v.? .. 

MmarAL . 
IMTIIfIT 1. 
tXPCHU 1. 

TOTAi •_ 

^<141 iO«w 
• ALANCI . •' 1 OLD lAL. PICI-Ur'.' 

**300,000.00 
**300,009.00/(1 

;*»• • 
/ 

... - » I 4.?g:S- 

• :• 1 .? '-i '. 
Pc, iV'C t' 

vf^;- ♦A'*.'-.."v • .V, 

" V '• ^ -V '"" ,V • 

• V ':.;. v .. i:t V,a.-. ♦ , > T-.*3». 
. ■■vr.MV; • ..■ • i 1- •, I S;, 

/ 

.'• * i■ • 
v. ;• 

>v- . 1 

.V..- 

-. .V" -V'. V ■ 

•» . • K \J 

. ir 

X*"-iv 
i-K 

• r-'- 

• •• ■ .v-j 

• - ^ S s"' "'.l 

f' 'M t 

Tm FIRST PROCRUtlVI tUILMNC * LOAN MtOCIATION OF lALTIMORC CITT. IHC, '"••'V'" 

' v ;i ; 

■\ - 

' 1 

.*'* • • 

104 ?J 
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Malter Dtstot fWH Cnterprlaes) 

k, 10-2fi-fl2 
[• 2 12-10-fi^ - > . 
I 3 12-10-82 

4 12-22-82 * 
8 . 2-17-82- • ■ 
,.-3-7-83 •-.v 

I 7 3-2.1-8,1 
' • ,4-20-83 . . ' . 

• "4-29-83 •"-'f 
<° 5-10-83 V • V. v; 

5-18-83• y 
,*5-27-83 
is 6.-8-83:■ vv 

i "'.v »'.» ■»,. r-t •< • 

1,570.00 Ck.#3156- 
, 6,822.00 Ck,#3910 

2,18^5..00 Ck,#3913 
20,000.00 Ck.#4127 
3,344.00 JEflOO-83 

37,000.00 JE#J37-83 
16,756.24 JE#174-83 
44,900.39 JE#273-83 ' 
6,490.00 JE#314-83 
2,735,41, JE#351-83 ' 

;4,009.9fl JE#372-83 1 
'1740.13 JE#4i00-83' 

20,000.00 JE#445-83 ■ 
20,000.00. JEf488-83 ■ 

■ . ' ' . I ' i.V 

mm ■ -1 SI I 

| fllMCIfAi 
j iNTiaur i  
V UrtMM ■  

TOTAL f   
IHC FIRST PROCRCtSIVC MILOINC A LOAN ASSOCIATION Of lALTlMORC CIT)r. J^C 

10-194 
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J2-7TK 

(^cfla-w. Cl"^ V| j A'ljt ' 

^dJio <r/ ] ru*^ \ 

A*/JC3~yS l ^~$OOj j / •"—" ' jCoo . 

'Jt. Kev.,^ Im axx-s.) nordbu <ctilu..K.:t 

^ Vet^ / c^rw- ^ -r4 

l^.J .■•ji^JiJJ.^tC- PU o/ <ol-*.-?iZZ ^ yX^.J 

\ C ' '* "'*tv-t ®-~'2»'t. ■'■•1 :J'.t?', - ..,.I.,1 *;, v-' •v'',4, 
^ -^wcj^v UK "Jd K*/ (rh.ljtl 

!tu~J ti8i„s<h.is "L(Y" 

j, 1 ' •1- Uv""i+ ^ 

T1^ ^ 

"Ki^- yJ*-f".s* 

• -y, J cw^ <^j jjzj v v „ .j v ^ 6 / c > 
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V-/- 
•""X*". j. AAK>H 

•.AAm»m AARON A AARON 
ATTMMITt AT UW 

<>• N. CHARLES STREET 
■altimokc, mo. iuoi 

3anuary 5, 1983 

Hr. Paul Freeman 
First Progress^ 5. J, 

st. . \oo.n 
Westwlnster, Hd. 21157 

Dear Paul; 

""" *"»" «»vS S u"- 

thta, 5r^L^"4'.J„e2 "tKr. -TM, 

Very truly yours, 

Sam 
S3A:aj 
tnc. 
cc: Oeffrey Levitt, Esq. 

r, * '7 
O -i S 

1043 



-Nti (301) 702-0440 A1X CLAIM! *U8TeiuALt WMKlH 44 HOI 

•• Baltimore. Md. 21202.. 
Jeffrey Lrrltt, Tru«t«« 

15, 
.19 

Reel Eriaie, 

Machine Planh, 
Household Effect*, 

AulcrmohfUi, 
General MerchandUe 

Ul6 Berth ChAxltg Btx^t-CBaato^Md 21201 

TO -COMPANY. DR' 

t * 

isneral Aucttcnwrs 

. OFFICE: 16 EAST FAYETTE STREET 

jotfuf] nj'^i 



PhfJHL. MULBERRY B-«2«4 . 8-B2SB 

AARON ft AAROV 
ATTORNIVS AT UAVW 

418 N. CHARLES STREET 
BALTIMORE. MD. IttOI 

February 18, 1983 

Mr. Paul R. Freeman 
First Progressive S. & L, Assn. 
229 E. Main St. 
Westminster, Hd. 21157 

Dear Paul: 

I conducted a foreclosure of 5501-3 Gwynn Oak Avenue, your File 4121. 
I sent you a letter on January 5th, 1983 and sent Levitt a copy. This 
matter has been pending for quite some time, and the Court Auditor is 
waiting for the papers. Can we do anything with Jeffrey to force him to 
settle for the property, because he.is costing the building association 
money. The purchaser is very anxious to settle. He has rehabilitated 
the property, and he is collecting rent, and we are getting nothing. j 

Very irs 

Sam 

S0A:aj 
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AAJHM 
AARON & AARON 

ATTOAMKT* at law 
41* N. CHARLXS STREET 

■ AJ.TIMO»«, MO. tllot 

January 5, 1963 

Mr. Paul Freeman 

1 ■ t.Pr09resslv« 5. t Jr , r * L. Assn. OCLH 
"9 E. Main St. 
Westminster, Md. 21157 

Dear Paul: 

«a. ^ No 
Please pay the same. There was for $380.37. 
matter *o*ef tor to anybody els«. dep03it^Blven in tAls 

thing has^bcM-^dJfng8,^ Slie^lsai? 'ettlln9'the "atter. 'Thfs 

Very truly yours, 

S0A:aJ 
Lnc. 

-S? ' 
Sam 

cc: Jeffrey Levitt, Esq. 

11IB 36 
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^ti (301 ) 762.0440 AU. CX—AIM f WUIT MlUADl WtTXlM <4 MOU' 

• Baltimore. Md. 21202,. 
ttomu* 

1$, 

A. J. BILLIG. PnuioftHT 
• . -g^. ■ 

— 19  

1*16 Sorth Cb&zlcfl StrMt-Sftlto^Kd 21201 

TO -fi^^ItriG»a30MPANy. DR- 
Rtal Estate, 

Machlru flanli, 
HourtKold Efi$cU, 

AuUrmobOtj, 
General Urrchandltt OFFICE: 16 EAST FAYETTE STREET 

tffoneral AuctiDmrs ] 06 

Sal. Prlo»- 5501-5503 Owyna Otk At. ~" 
I «25,00( 3 00 

P*irohi««iw V & L Ent<ixvri*«f, Ino. 

2OI43 Ie4 Lan«   " 

Baltlaor#,' K&rylBnd .21207 ' 

CoaalMlona f~  
• 1250 00 

Bun Xdrertlalng 
125 V 

Sotaxy Ten*- IffldATiti   
1 00 

* 

Total Dua 1 330 37 

' \ ^ 
jXT* 

• • 

• • • 

* 
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February 18, 1983 

Mr. Paul R, Freeman 
First Progressive S. h L. Assn. 
229 E. Main St. 
Westminster, Md. 21157 

Dear Paul: 

I conducted a foreclosure of 5501-3 Cwynn Oak Aveoue, your File ^121. 
I sent you a letter on January 5th, 1983 and. sent Levitt a copy. This 
matter has been pending for quite some time,'and the Court Auditor is 
waiting for the papers. Can we do anything with Oeffrey to force him to 
settle for the property, because he.is costing the building association 
money. The purchaser is very anxious to settle. He has rehabilitated 
the property, and he is collecting rent, and we are getting nothing. 

Very truly yours, 

- JL 
Sam 

S3A:aJ 

55U 
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MULBCRRY . ■-(Ml 

AARON & AARON 
ATTORNEY® AT LAW 

416 N. CHARLES STREET 
•AI.TIMOAC. MD. tltOt 

UUferaEinr 

February 18, 1963 

Mr. Paul R. Freewan 
First Progressive S. I L. Assn. 
229 E. Main St.. 
Westminster, Md. 21157 

Dear Pauls 

On Chincarini, your Loan <>172, the Auditor's Report has been 
finished, and Jeffrey has not sent a check f6r the same. The last 
1 heard from Jeffrey.was that he was trying to collect money from 
an insurance company. The matter has been open since April, 1982 
when the sale was ratified. f , »<- 

^e^rey settled for the property, and somebody should have the money. 

Here are the bills that are needed: 

John P. O'Ferrall, Auditor 90.00 
Clerk of the Circuit Court 

of Baltimore City 66.00 
(Bond of $75.60,is paid) 
Attorney's Fee 350.00 
(Total.check to Attorney is 
$995.00) 
Notary Fees 5.00 

What other information do you want? This is supposed to be an insured 
mortgage, and Jeffrey should have collected the money. 

Trustee' s- Commissions $645.00 

SJAraJ 

11IB 3 7 104S0 
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s 
isftCi.J i/Jcr^./ ■ Scr^pfrJ ^j-Vv. /f|Cl^C 

FIRST PROGRESSIVE SAVINGS AND LOAN; ^In.tlon « of March 31. 1583 

lervlct corpora t ten, ^onuncn ta^ I tyH'erv I ce'corpor* tton' Vrev*V j "d * LO")'> 

transactions which arc of concern to tht Division Th«' ;*¥" ,td,numerous 

:TZ: zu'ii'ff:by tht —■ izr 

t. Loan No. IS to Rita Welnappla; 

2. Loan No. 26 to Gilbert Sappersttln; 

3. Loan No. 23 to Franklin Assoclaus; 

Loan No. A to Gary.an^ Linda Huddles. 

RIease'note^that'an'as ter Isl^,ep•r•tell, ,n th,» """orandum. 
that a photocopy of sa*. „ 01i fn.'^t^ OUfllon"•<'0CUmtnt ,ndlc*t" 

563 
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Loan No. IS - Rlt« Wtlnapple 

Loan No. 19 to Rita Wetnapple was granted on 11/18/82, In the amount 
of $10,000.00; It Is booked on the service corporation's general ledger 
In the account entitled, "Mortgage Loan(s) Receivable." The subsidiary 
ledger sheet* for loan No. 19 states: 

' yr. 15X ck to Rita Wetnapple 
cormercI a 1 loan Per Jeffrey Levitt 11/18/82 

BAUNCE 
$10,000.00 

No other entries appear on the subsidiary ledger sheet. An Inspection of 
the cancelled chack* (#1071, 11/18/82) In the «nount of $10,000.00 revealed 
that the check was signed by Rpbert H. Hudson (former vice president of 
the service corporation), and contained the aieno notation, "Per: Jeffrey 
Levitt." 

The service corporation comments* written by Examlrter Endres contain 
the follodng statements: 

" (I) Entire file consists of one letter* dated February '4, I983 
requesting Interest payments; 

(2) Loan was discussed by examiners with Mr. Robert H. Hudson 
(former vice president of service corp.) on June 21, I983. 
Mr. Hudson stated on that date that Mr. Jeffrey A. Levitt 
authorized Issuing the check for this loan. Also, that when 
Mrs. Rita Welnapple received the letter requesting Interest 
payments, she contacted hln and stated the following: 

No loan was made by her, that Mr. Jeffrey A. Levitt 
CMtd her $10,000.00, end the check she received represented 
payment of this debt. 

(3) No payments were ever made by Mrs. Welnapple on this account." 

Assuming that there Is no acceptable alternative explenatlon for the 
facts stated above, the Implication arises that Jeffrey Levitt authorized 
having a fictitious loan for $10,000.00 set up on the service corporation's 
books, In order to Justify the disbursement to Mrs. Welnepple to satisfy 
« personal debt. Fonnel conflnwtlon from MrSe Welnapple concerning 
whether or not she actually owes $10,000.00 to the association or the 
service corporation on this transaction would help to clarify this Batter. 

1063V 
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Loan Wo. 26 - Gilbert Sapperstcln 

N?:o26 10 Cl'bert Sappersteln was sranted In two dl sburs&uents, 
"I HI ii <585.000.00) and 6/2^/62 ($10,000.00). for a total loan amount of >95.000.00; It Is booked on the service corporation's general ledoer In 
the account entitled, "Mortjase Loan(s) Receivable." The heading on the 
subsidiary ledger sheet4 states: 

$200.00 Per Mo. $85,000,00 3/22/82 Gilbert Sapperiteln 
Purchase of notes 10,000.00 fc/2V82 8508 Arborwood Road 
' statements Baltimore, Md. 21208 

' Installment loan 
Both the original amount and unpaid balance on the subsidiary ledger 
sheet are shown to be $IO,OQO.OO. 

t»rV,ee C0^P0^•tl0', cerements* written by Examiner tndres contain the following statements: 

"(I) Disbursements noted -- 
(a) March 22, 1982 check /2120* -- $85,000.00 
(b) June 2k, 1982 check /2U7* -- 10.000.00 
Total funds disbursed $95,000.00; 

(2) The balance that the corporation Is collecting Interest on Is 
$10,000.00, when they actually disbursed $95,000.00 to 
Mr. 5apperstein (310,000.00 x IkX - $2,1.00.00 per year, 
" ,2

t
!r 5200.00 per month, as Indicated on the heading of the 

subsidiary ledger sheet} ; 

(3) Insurance policy* In file states "2nd mortgage;" 

W rl ]?a? !$ consumer loan. It Is In violation of Regulation .<.9A(2) (.definition of consumer loan]; If loan Is a mortgage loan. It Is 
In violation of Regulation .23A. B, and C (underwriting require- 
ments - application, appraisal, title cer 11 f lea t Ion} ; 

(5) Mr. Hudson (former vice president of service corporation) could 
not explain the $85,000.00 check disbursement, which he stated 
was Issued per Mr. Levitt's Instructions." 

A review of cancelled checks /2120 (3/22/82. $85,000.00. "For 
2nd "ort^a^') and (2147 (6/24/82, $10,000.00. "For Installment Loan - 

y.r-.: 2klJ revealed that on both checks the final endorsefnent appeared as to11ows: rr 

For deposit only 
Jeffrey Levitt 
real estate escrow 
201-45744 

) QiWb 
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This loin rdsct »ever*l queftlon», »% fol)ow»: 

(1) Lxactly what type of 1oan(s) do these two disbursements represent? 

(2) If these two disbursements represent • single loan, why does the 
subsidiary ledger sheet only show an original amount and unpaid 
balance of $10,000,007 Conversely, If these two disbursements 
represent two separate loans, why was only one subsidiary ledger 
sheet prepared? 

(3) If these disbursements represent consumer loans, why were they 
endorsed over to Jeffrey Levitt and subsequently deposited Into 
his real estate escrow account? This question Is especially 
pertinent as regards check /rU? (fc/WBZ, $10,000.00), which Is 
clearly aiarked, "foe Installment Loan - 1 yr. - 



Loan Wo. 29 — Franklin Attoclates 

Loan No. 2$ wa> granted to Franklin Aisoclates on S/22/62, In the 
•mount of 5200,000.00; It li booked on the iervlce corporation's general 
ledger In the account entitled, "Hortgage Loan(i) Receivable." The 
heading on the subsidiary ledger sheet* states: 

Steve Holder FranklIn Associates 
Pearlsteln c/o Sylvanla Shoe Conpany 

W62 350 South St. 
$200,000.00 McSherrystown, PA 173<i'( 

No other entries appear on the subsidiary ledger fheet. 

The service corporallotT coments written by Examiner Endres contain 
the following statements: 

" Loan No. 29 Franklin Astoclates — $200,000.00 
Subsidiary racords show this loan as $200,000.00; however, Mommental 
City Service Corporation actually disbursed check No. 2185* on 
September 22, 1982 for $500,000.00. In addition, the following was 
noted In regards to this loan: 

(1) Allen Pearlsteln, Jeffrey Levitt, and Karol Levitt are directors 
of First Progressive S ( L (the parent company of Monumental 
City Service Corporation; Examiner Endres was unable to 
determine who the directors and officers of the service 
corporation were. If In fact any had ever been electe<0; 
they are also stockholders of Franklin Associates. This 
Joan appears to have been made In violation of Financial 
Institutions Article Title 9-307(A)(2)(11) and (B)(2)(l) 
Cre conflict of InteresOi 

(2) If the above Is a mortgage loan. It does not canply with 
Regulation .2SA(2) Cf^ocurnen t«t Ion requ I resnen tO i 

(3) No payments have been received by the service corporation 
since the Inception of this loan; 

CO The 9/21/82 approval letter* from MSSIC Is for $200,000.00, 
not $500,000.00 Qhe imount •ctually dlibur»e<£). The letter 
also states, "It Is further understood that all monies received 
herein will be promptly returned to Monumental City Service 
Corporation together with Interest at the annual rate of 
twelve (121) percent If the subdivision approvals are not 

J n 6 qu 
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received within six (6) months fran the date hereof." There 
Is no evidence that this [subdivision) approval has been 
received; therefore, this loan should have been repaid." 
CU was further noted that a letter* dated 9/22/82 requesting 
approval from the Division for a $500,000.00 loan to Franklin 
Associates was on flle.33 

In addition, a review of Examiner Endres* account analysis* of the 
Mortgage Loan(s) Receivable" general ledger account revealed that the 

th,S ,0an Wa5 booked on the Several ledger In the amount of $200,000.00; however, the check («185. 9/22/82) was actually In the 
amount of $500,000.00. This could possibly mean that a $300,000.00 

ltem It,15*!"9 carrled on *he Union Trust checking account f201-A6676 reconciliation. Examiner Endres was unable to obtain any 

T ? r
thIS ^nk •ccount! the 7/1/83 Ietter*from Senior Vice 

corni^Hn h u Bosley, Sr. to Examiner Endres states that the service corporation bank accounts had not been reconciled since April of 1982 
and that Controller Roger l\osen was currently working on then. 

Furthermore, the statement of condition* (w/p 102a) prepared by 
Examiner Endres as of the 3/31/83 examination date revealed that the Union 
rust checking account /201-'(6676 was being carrfed on the general ledger 

as a $765,261.01 credit balance; however, the verification* of this account 
sent to the Union Trust Company Indicated a zero balance. Assuming that 
there Is no alternative explanation for this situation, the Implication 
arises that the $765,261.01 credit balance may have to be written off 

ser^!ce
L
c®rPoratlon,s net worth accounts; $300,000.00 of this 

$765,26 .01 credit balance could possibly consist of the discrepancy 
perta nlng to the disbursement of the loan proceeds for the Franklin 
Associates loan. 

5G8 



Loan Wo. A - Gary and Llnd* Huddles 

Loan No. A to Gary and Linda Nuddlei was granted on 3/26/82 In the 
amount of $60,000.00; the mortgage Imtrunent* states, "This Mortgaoe Is 
Due and Payable In Full On Or Before January 1. 1983." The security for 
this loan was a second mortgage on 7 Swanhlll Drive (21208), the borrowers' 
residence. The loan proceeds were disbursed by check /212i|* (3/29/82, 
$60,000.00), payable to "Gary C Linda Huddles » Jeffrey Levitt Settlement 
Attorney." This check was endorsed as follows": 

Gary Huddles 
Linda Huddles 
Jeffrey Levitt 

settlement attorney 
For deposit only 

Jeffrey Levitt 
real estate 

escrow 
201-<«571f1t 

It appears that Gary Huddles, the co-mortgagor, Is the same Gary Huddles 
who Is a member of the Baltimore County Council. 

The service corporation comments* written by Examiner Endres contain 
the following statements; 

"A review of the file entitled "Loan Receivables Closed" was made and 
the following was noted: 

(1) Loan No. A Gary and Linda Huddles 
7 Swanhlll Drive 

2nd mortgage 
Amount $60,000.00 

(a) While the subsidiary records were located In the "Paid 
File," a balance of $60,000.00 Is still shown as open on 
the subsidiary ledger sheet.* 

(b) As of 6/16/83, the examiner Inquired as to the status of 
this loan and received the following reply: 

Mr. Hudson (former vice president of service corporation) 
talked to Mr. Jeffrey Levitt who stated, "Loan Is paid 
In full." However, no money has been received by 
Monimental City (per Mrs. Weaver of Monumental City). 

(c) On 6/21/83, Mrs. Weaver was Instructed to prepare the 
following billing for Interest due Cthe following notation 
was made on the subsidiary ledger sheeCh 

$60,000.00 x 20^ ? 365 x ^51 days ■ total Interest due. 
total Interest due from 3-26-82 to 6-20-83 Is $1^,827.*10. 
per diem Is $32.88. 
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(^) On 6/22/83, th^ examiner was presented a fM« 1 t 
<0 Chi. ic,, ..Kd I. tht 

(', "» following 

3 points on $50,000.00 Cnet proceeds! $1 500 00 
lntere,t collected .t 20t on $50,000.00 51•500-00 

Ojet proceedtp for nine months In 
•ovence _ . 

Credit Report 7,^37.00 
30.00 

(« T-. rt-k. UM J/J./jj, ^ fo|low|ns 

Jeffrey A. Levitt 

i!?1..6*1*1* E$crow Account , - Alfc N. Charles Street 
Baltimore, HaryUnd 21201 

chwk /elso^ Jor^red't reP<"-t and points; 

deposited.1' ' thit they ^ fe not to be 

Th. fol lowing r„.,„d co„c.ro^ lo>n! 

" «'"•«> .1' clo!c<. >h.. 

mortgage Instnmnt or Sfc^ nnn^^0 " »n the 
Indicated In the calculation .h^ (the total loan amount) as 
,heet '"terest due t'rn ^ertotS/lj) 

polnts)'and'/S 150^(3/300°'#^ for cr?<ilt report lnd 

both of which «r. drawn I; J.ffL^evlnUr"t). 
account, never deposited to the #V "t«te escrow 
Service Corporation? Crt<"t of ^""^ntal City 
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In light of the problem Indicated by the 3/31/83 examination, of 
which the four loans analyzed In this memorandum are examples, the 
follc**lng recommendations are deemed appropriate: 

(1) A comprehensive audit by a CPA firm should be made of the 
association and Its subsidiaries -- this should Include 
positive verification of assets and llabllltlesj 

(2) Provision should be made for Immediate Implementation of 
accounting systems and procedures to Insure the timely 
posting of all accounting records, balancing of subsidiary 
records to general ledger control accounts, preparation of 
bank reconciliations, et cetera; 

(3) The association should be required to scrupulously adhere 
to the requirements of Regulation ("Transactions 
Involving Directors and Officers") and Title 9-307 of the 
Financial Institutions Article ("Conf'llct of Interest") 
with regard to "Insider" transactions. 

571 
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STATE OF MARYLAND 

/d-j-J-tf 

\ 

c 

AM 

charlej M. BROWN, J( 
director 

. DEPARTMENT OF LICENSING AND REGULATION 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 
211 CAST BALTIMORE tTMCCT BALTIMORC, MARYLAND 2t20} 

SEVENTH FLOOR 
10I/C»»-«110 

JOHN J. CORBLCY 
secretary 

April 3, 198A 

The Board of Directors , 
Old Court Savings and Loan 

Association 
207 E. Redwood Street 
8th Floor 
Baltimore, Maryland 21202 

Gentlemen: 

We are forwarding for your review and comment a copy of the report of 
examination of your association by examiners representing the Maryland 
Division of Savings and Loan Associations. This report represents an 
examination of the association's books and records as of December 3't 
1982 for compliance with Maryland statutes and regulations and does not 
constitute an audit of these records. It should be noted; however, that 
our examination was not completed until May 6, I983. There has been a 
delay In getting this report to you because of my recent Illness which 
created a backlog of work making It Impossible to get the report out 
prior to this time. 

Although our comments and criticisms are too numerous to reference In 
this supervisory letter, many are of a serious nature and reflect 
quite unfavorably on the management of the association and on Its Board 
of Directors based upon the numerous violations of Section of the 
Financial Institutions Article of the Annotated Code of Maryland as 
well as the Rules and Regulations of the Board of Commissioners, It is 
our belief that management has lost control of the operations of the 
association. I feel It Is Incumbent upon me to remind each Director 
of his fiduciary responsibility as a member of the Board of the Associ- 
ation. 

The Board of Directors Is directed to discuss the comments in this letter 
and the report of examination and to advise this division in writing of 
the specific corrective action taken with respect to these matters. This 

IIIB40 

572 
A 21?7 

BALTIMORE METRO AREA 659-6330 
OUTSIDE BALTIMORE METRO AREA 
TOLL-TREE 1 -€00-492-7521 

TT V r O0 CE « r 

P A LT o * • **3 7* 
D C Mf-T «9 r. 5 • 



6 
I 

The Board of 01 rectors 
Old Court Savings and Loan Association 
April 3, W 
Page Two 

division will be making another examination In the near future and It 
Is expected that the many deficiency comments and criticisms will be 
corrected prior to our beginning the next examination. 

Two copies of your response to this examination must be forwarded to the 
Division within forty-five days and.one copy should be forwarded to the 
Maryland Savings-Share Insurance Cor(x>ratIon. It Is quite possible that 
after our review of your response, we'may wish to meet with the entire 
Board of Directors of the Association. 

Very truly yours. 

Cl 
Dlrector 

CHB:1 lb 

Enclosure 

cc: Maryland Savings-Share Insurance Corporation 
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Zip Coda 

STATE OF MARYLAND 

r / •: •. ; i -M '^SfjL'h [jcfl 
...i 

■'•:• .•'■■• - twrf 
: \--.r ■ 

DIVISION OF SAVINGS 

AND LOAN ASSOCIATIONS 

.. -.■■■ '■«• '' ' '• ' ■ * ■.■'■■' "If 'V .'M-j* $.* y 

231 CAST BALTIMORE STREET ' 
BALTIMORE. MARYLAND 21202 - ' ^'4 

. :y . MPMT Pf EXAMINATION ,;V •!.'. ^ 

■.;•'■> '■ or '. ■■'. ■ ■?.'■' ■ •'•->•• 'V 

. ■;•. i:r.T •• '-li';.f'iiefe™ 
t ;£•. ■ 

Name a( AMocutioc " ] . ■ . . .•.|, . ^ 

25 Light Str^pt ■ •■ ■'■'■■£-■■■1— 
Stntt tad Nuatwf,:, ' 

. • ■ ' ;r ■ ' ■ ■ 
A* of Claae of BuaiMM 

   ..v. 
 December ^1, 1982 . ' ■ " 

tl,_ ^11 Wactii, Dty and Yeir • ••■ .- . J.. . ■ .r ' 

... ■ ■ ■ .•■;•■' '•' vr:^S:V:' ■ 

SAVD^ BY THE DIVBION OF BUILDING 
A COPY IS LOA^ TO Tffi F0R nS OFFICIAL' 
MARYLAND SAVINGS - SHARE CO^fS^Su^-THE (AND^THE 
CONFIDENTl^, INFORMATION AND IS NOT WWt 

■■ ■■' ■•••. • • f •• ,gicjfc 
■ v.; • 

rOKMi OLK/ML/.I/WJ/C/.H,,' 
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Savuo Accouou 
luurvd by 

H.S.S.I.C. 

Old Court Savings «nd Loan, Inc. 

EXAMIKATION AS OF 
December 31. 1982 

Currvnt Policy § 
or 

CtrtifiCMic No. 
5656 

No. 
No. 

December 30, I960 Stock July J| »/3I 7/31 
Stock or Mutual Y.ar. Kftd Annual Maeiiim 

si SUS 10/31 
Dividend Kmu 

and P*f tod 

OFFICERS AND DIRECTORS 

<9) . 

(10) . 

(11) 

(12) . 

(13) . 

(14) . 

(15) . 

Couna*! 

n.^. Card In and Cardin. P.A. 

AAAr... 66'5 Relsterstown Road 

Baltimore. Marvl^nH 

Pofiod nt Rx.rain.tion 

Kruni 1/19/83 To 5/6/83 

Accouim,' A 2, 1 30 
N*"«  glass I Assoc I a ■;   

A<ldr««t 222 St. Paul S^ree^  

 Mary|anH   

tlKwanur-l r>-C hur kc 

Gregory LT Wari; ILL- 

r r 
o, 5 
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COMPARATIVE PERCEHTACE SUMMARY 

CURRENT EXAMINATION 
D.u December 31. ,, 82 

I* Toul Ass«L« 

2. Rc««rv« for Bftd Debts 
•. Capital Stock 

3. Undivided protiu and aurplua 
a. Paid-in Surplus 

First ■ortRa^* loses 

5. Ground rents owned 
6. Liquid Aeeelst 

(s) Cash 

(b) Investinsnu (Securities) 

(c) deposit 4 C.R.F. 

Total Liquid Assets 
7. Slow Asssts: 

(s) Slow nortgs^e losos 

(b) Rest estate Owned 

(c) Offics Building & Improvements (net) 

(d) Leasehold Improvements (net) 

(e) Furniture & Fixtures (net) 

% to Total 
Assests 

(0 

Total Slow Assets 
6. Borrow ad Money 

9. Operating ratios: 

(s) Gross operating income 
(Item 9, Page 4) 

(b) Total operaling expense 
(Item 25, Page 4 and Item 29, Page 

(c) T, Operating expense to gross 
operating income 

(d) Net operating income 
(Item V, Page 5) 

(e) Dividends (pag« 6) 
(f) % Dividends to net operating tocome 

(g) Total assets at end of fiscal year 
(h) % Operating sxpsnas to total aasets 
(1) Share liability at end of fiscal y«a/ 

(j) % Net income to share liability 

(k) Reserve for Bad Debts 

(I) % Reserve for Bad Debts to Share 
Liability 

(m) Total Net Worth 

(n) % Total Net Worth to Share 
Linliility 

t 3,360.266.^2 2.3 « 
i 26,567,000.00 18.1        % 

Y«»f Ended 31, 1982^^ 
Amounta Ratloa 

« 8.751.*81.17 

» 2 ■S2'i. ■ns. R.; 
s) 

t 6,225,9*2.32 

* 7.938.786. 

i 8*.898,860.00 

t 68.11*. ^ .90 

1 I■60*.90*.25 

.i (211,370.35) 

28.9 

'ILL.* 

3.0 

9.1 

2.* 

(0.3) 

PREVIOUS EXAMINATION 
n... September 30. .n8l 

^mounl 
11*6,813.27*.80   

i I,60*.9*0.25 1.1 x 

. TT. 
„ 1/1,111.95 O.f 

» 83.3^:«)88.qQ 56.8 « 

I 11.175.00  % 

t 9,873,682.57 

38.992.581.59 

I,928.*00.00 

s 50.79*.86*.16 3*.6 

t 2.3*3,573.09 1.6 , 

 125.'98-23 0.1 » 
293.371.** 0.2 g 

310.*66.27 0.2 . 
267.657.39 0.2 x 

Amount 
i 69.707.*67.82 

i 1,60*.90*.25 

*_L 

% to Total 
Asests 

>63.720.686.*2 

t 11,175.00 

i (2*.528.501 

2,036,925.65 

1.558.725.00 

» 3.571.122 . IS _Li_X 

t 2,*25,511.6* 3.5 x 

-0- 

295,796.33 0.* 

335,**0.7* 0.5 
28*,639.77 0.* 

s 3,3*1.388.*8 *.8 „ 
t 8,151.000.00 11.7 v 

Year Ended J"'Y 31 , 1981 
Amounts Ratios 

i 7.009.*33■*3 

s_LiiLALLZL 

t 5.331,995.70 

i 5.957.072.91 

I 66.*75.012.26 

t55.lll 

t 1,60*.9*0.25 

s 1,355,112.53 

^ 2131 

111.7 

2.5 

9.7 

2.9 

2.5 
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Name of Instilution. 

as of  

STATEMENT OF CONDITION 

.Old Court javrnqs and loan, tnc. 

Dgcgmh^r ^1 i9_az 

Exhibit i 

ASSETS 
1* Fini Mortfagr loana : 

•• First morigMgt direct reduction locna. 
b. Fir si mon^mgt drop ahar* 
c. F.H.A. aortfng* lo«aa     
d. C.N.M.A. 

Fir«i monfg* itnigkt lomiu. 
f. Participaiioa Ioaiuu. 
g. Accrued inUr«»l rvcvivAbU on flrat AorWrftf* U*as,  
k. Advance for Uurm, immurmmr*, mtr , on runumtwign^t lnena_ 
Subordiaaud Lmm: 
ft. Sacood . 

I 70.760.Ig?.6^ 

( itn il9i 7L 
i ̂ 02,50^ Cfi 

b. Accrued interest receivable on eecond BKirteeeei 
C. Advance* for laaae, inauraace, etc., oc moocm! awrt^aeee. 
Free Share Account Loane: 
a. Loaoe secured by accouou of tbie aaeociatioo. 
b. Accrued iniereat receivable oo free abare account ioane _ » ^ 

. Other loaoe: 
a. Loaoe oo all other g 
b. Uo««curtd 'o*" ^otes Receivable - OCtC/Ruxton/QCJV/Lerb 1.8qs.San.Qn 
c. Accrued interest receivable oo other 67. 
Res! Estate Sold oo Contract: ' 
a. Real estau sold oo cootract   t 

b. Accrued interest receivable on real estst* sold oo contract.  
c. Advances for taxes, insurancs. etc.. on reai aetnta aold oo cootroct. 
Real eatate owned (exclusive of otTice blda.)   
Ground Re ale Owned       
lovestnents: 
s. 

c. U^. Covemaent oblifstiooe. 
d. 

f-H.M.A. Stock 
F.N.M.A./FHI R/Fniir 

Accrued Interest 
Deposit ^ Central Reserve Fund 

Inveeuaeot - Service Corporetioo  
Cash 
a. Cash on band     
b. Cssb in banka. b. Cash in b 
c Federa -I Funds - Secured  
d lertlncates of Deposit and Accrued Intpre^ 

12. Officf Buildinf (if owned) 
s. Office building and iaiproveBMnla    
b. Leee allowance for depreciation 
Leaaebold Improve men La 
a. Leasehold iaorov#—m.  

13 

b. Leee ellomence for soiortixation . 
U. Furniture, etc. 

a. Furniture, fixturee and equipnenl 
b. Leea allowancea for deprecietioo 

15. 
16. 
17. 
16. 

Deferred rK^rf«« ^ Deferred Loss ~ Sale of Loans 
Other asssts (Schedule 6. Page U) Accounts Receivable 

I nven tor I es/Prem. C.N.M.A. t Gnvf 
Deferred Int. Exp. - Savings  

t u.qy't.it? 
26.^6.11? fiA 
l2,OQO,OflO.Oa 

 "1-^ ^1 

<■: u 11 

1.5 00,000.00 

300,506.23 

t 372.^3.68 
C61.377-61) 

MZiZiLU 

853.380.30 

' ^ 

'25.I98.23 
"■ns.on 

38.99? c;fii go 
I .Sffi jnn on. 

^.6^7 LT 

1.127.868.Qfi q.87-< ss? cy 

^ 7.'3i',7'?)  293 .371 . UI4 

310,^66.27 

C'80.0?'*-!?)  287.6S7 .9 
'*.^07.812.3^ 
I.'55.^13.SI 

786.666.66 

TOTAL ASSETS. $146,813,274.80 

roe*! r.| « A 2132 
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STATEMEHT OF COHDITIOH-^Ccntinu.d) 

CAPITAL AND LIABILITIES 
20. Frt* •ccounti. 

ImuI1o*«iu •Kar* dues credited. 
D^duci-Ot-lmgufni duce <ir cumed)_ 
SukMoU I   
Add—OividcndN <unieiie included in 20-m)- 
Ncl free inN(u|lm«>nl wharce   

b. Savinca shirea and •ccounn (p«yMnt> and di«Kland<l. 
c. Variable DiVKjerxl CartifiMtos  
d. Sni«l» payiMnl ahaira (pay mm Ola and dmdandal  
«. Maiurad aharva (paynanla and dividanda)_   
'■ Hypoth^rawd Stu,™ Acrognl.-Mon,.,, Loan.  
«. PI«dBt-d Shurr Aci ounla-fr»« Sbara Accounl Loan., 
h. Income Share*.  
i. N.Q.W. Accounts 

Tnul ShMre Acrounu:. 
Other Accounia 

ChnNtmaa Clubn  
Vscmion Club*  

Toiai Other Account*. 
22. Advanc. F.H.M.A. Principal - Exd. Int. Paymts. 

  «26.567.000.00 
23. Borrowed money: 

• . From bank* (Schedule 8. P«fe U) I Others 
b. From other* (Schedule «. Page U).   

24. Mortgage* on real e*Ul« owned 
25. lniere*i accrued oo item* 22. 23 and 24   
26. Dividend* declared, unpaid and uncredited  
27. Tajie* accrued and unpaid oo real aaUU owned. 
2£. Account* payable. 
29. Loana in proce** ^ Water and Sewer Trust 
30. Advance paymenu 

• . Advance payment* by borrower* for ta&e* and insurance 
(if carried *eparately)_ 

b. . Dgbit Escrow Balanr, 812,289.BA 
10,582.87 

31. Oiher liabilitiaa (Schadula 7. Pa». 141 Exchanges 
32. Deferred credits 10 future operatiooa: 

«. For unearned profit oo real e*tale *old. 
b. For income collected in advance ______ 
c. For income Taxes 
d. Discount on Securities "TT^Trwriyj 

^ ■ ii99,527 ."TO" 
33. Specific reeervee; 

• . For uncollected interest . 
b. For subordinated liens  

34. General reaerv** 
• • Reserve for bad debts. 
b. Federal Insurance reeerve (if ineured). 
C.   ~ 
d.    

I .60^.9^0.2S 

35. «»i<Mua Paid-in Surplus 
36. Undivided profit*_  
37. Reserve for eetimated dividend r*quirea>eni*. 
36. Current earning* (if inteniB etate — nt) ** 
39. M. S .S ■ I .C ■ Debenture 

_i»oruha ended. 12/31 .19. 82 

4o, Capital Stock Class A and 6 

Exhibit A 

TlTI Al. TAI'ITAL AND I.lAIIII.ITIKH 

' b!),925,328. 

jt88.S5oToo 
8S3.380J0 

37,'*63.926723 
ICJt.73l.l85.27 

16.256.22 

26,567.000.00 

557.893.27 

2^7.815.76 
jLjOULLJ? 

822,872.21 

8.9^1,726.63 

I ^o^.g^o^s 
171,111.95 

(2,767.919. I^t 

(32,561.<.7) 
625.000.00 
298,026.00 

» 1^6 ,813.27^.60 

^ 2133 
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STATEUEKT OF OPERATIONS , Exhibit B 
NAME OF INSTmrriON Old Court Savings and Loan. Inc. 

Current P«nod v#*/ v-— 
F"* i?/(./ft?  

F""' 8/'/8! 8/1/80 
T" l2/3'/6^ T„ 7/31/82 To 7/31/81 

I. CROSS OPERATING INCOME: 
1. Inureal 

•. On mcrigis* lo*n»—ordu^y cash 

    '-LaaLiM. » 7.I3^W,?Q.. ♦ 5.^.227.?^ b. On »arl«n«« lo«a»—all othv  
c. On Ioam oc sbar**, paanbooks %md 

c*nific«U« \.wn.uiKmim»   — -.A— a i s i 
d. On ml aauu aold oo conlnct     81 .bQM . 
.. O..Mb^kd.po.lu  ■ »U'.8^,Er~   iW, ?ni, BA f. On property laprowMU lout     "**■ "—  i 11 ■ tUM ■ Bil 

W.W.Z] 

f. On crouod rtott      
k- o***' notes   ISA.Am.fell 

2. Dmcouoi oc loaaa (curraal iaatnlUMBt 
•nd aMrtixaliOQ «ily)_   291 .0^7.91 ?-0- 

S. Appr«i».l f.,,, Wf«l f»». Md iaitui Mr*. „ ' "    •o. cl-rf.1.   1.012.^ 7A 1.09, 7^ ^ 
4. Oth«r fM. and f.oaa    62.666.30 87.102.91 
5. fUnl cauu op«rntions—N«( iacocm or 

Uo«s from RX.O. DoUils on pnc« 5)    
38.36S.M 

6. Gront iocoot* fro* ofTtct buiWiiM 

7a Oividniuis: 
•. On stock in Fsdcrml Horn Losa Bsnk   
b. Oih.rd,»ida^.M-s-S-l-C. - C.R.F. l8.288.Jt? TQ.fipg.i.t rTTmT 

». M»calU«o». oparatiBf UKO®.  Z.SOit.?! I^t.876.66 22 ^2o!^" 
.. Croaaopa^inco^ » ^6^,888.7^ . 8.7SI.A8I.I7 I 7 000 Li 
II. LESS—OPERATING EXPENSE: 

10. SsUri«st •IC.: 
•• Compensntioo to dirsctora. ofnc«r«, 

ficaf^T'l n'suTSnC?  » 258,9^.85 . « 512,937.86 , <.66,263.02 b. 6eHvctmi«ipniar4«Iaiit<r'tc^  9,192.^3 35,'<73.67 32,152.53 
11. U(al aarvicaa-rauinar, travaliot ai-1 paaa.a aod apacial aarvicaa.   53.009.66 78.215.57 71.835.92 
12. Expaoaa accounu of diractora, ofTicara 

and amployaaa       6,128.98  8,0003 17,220.7'< 
13. Raat, li(ht, h*u, tic.   ^.0<?S.^ 1)0.58^^ ||7.S08.1<j 
14. Offtc* building axpaos** <if owMd): 

«• R«P«ir«, Uxss sod ■nuxtcnjiocs of 
Offica building 15.906.01 32.779.26 25.278.26 

15. Furniture, fixturat and •quipoksat, ia- _ 
cludioc dapraciatioa    82.821.3^ 186.'t't8.73 I 5^ . ^2 .09 

16. Advartiaing     ^2.260.2-; 122.692.72 |38.9I6.<43 
1^* Stationary, printing and offica auppliaa   ^ 7 >869 . 79 ^0,366.92 36,J|87.12 
18. Talagrapo, talcpkooa, poaUga 4 aipraaa 25,015.62  ^5,786.27 30,58l .^7 
18. Inauraaca and bond praniuma   '5.310.55 18,903.38 I3.l95.8lt 
^^' Fadaral tnauraaca praaiun (if iaaured)    
21. Audit aod ■uparvttory cxaauaalioo    
22. Taaaa (other than real eatate Uuea)   16 . 700. 9^  78 ,088 . 10 90 ,6^0 .58 
23. Orgaoiaation due.    S.501.97 .. 9.510.7.^';.68 
24. Other operating axpanaa   29.950.58 7l.'t3't.2l 69.390.86 
25. Total operating expenae    » 62^.711.55 « 1,351,23^.^7 g 1,271,2148.73 
III. Net Operating Income Before Intereat end , „ . . , , 

OtKer CKorget    $ ^,219,177.211 t 7,^00.2^6.70 t 5,738, 18^.70 
<C«m*d forward to pa|t« 5) 

'Amount Represents Professional Fees 4 
whirh Includes Both Leqal £ Accounting Fees. ^ 2134 
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STATEUENT OF OPERATIONS (Continued) Exhibit B (Continued I I 

Current Period 
Fttt. 6/1/82 

12/31/82 

Y««r 
Fro, 8/1/81 

To. 7/?1/82 

Y«w 
From 8/i/80 

Tn 7/31/81 

III. 

IV. 
Mi. 

27. 
2M. 
I». 
V. 

VI. 
.Ml. 
:ii. 
12 
:ti. 
14. 

VII. 

VIII. 

N.I Op.n>tinf Inc.iM B.iof. Ut.r.tt and 
Otk«r fLgry 
(Cwrwd rorwvd fro« poff 4) 
LESS-INTEREST CHARGES: 
a a r!*"f n t 'Lxpe n i e " 
On Iturrowcd Money. 

t <1.219,177.2^ t 7,<100.2^6.70 $ 5,738.18^.70 

Interest on Escrow 

• '3.333.3'. 
53^.888.76 

-0- 

351.23 

» -0- 

T<4i«I lou-ftf t 
N.» Op.raliaf Ucmm  

AOO-HON^)PERATING INCOME) 
DivMlrndw rruioed oo wiihdrewela^_ 
l*rofii no mnU of real •mtMt* 
Profll u<| Mule of invuwl—■ 
M<rtKMKr prrpayMnl penalliet  
U<»H«r iH/n-opemiuif iocottc ' 

non-openiiinc income  

t » 1.I7<..^.^ 
t3.670.603.91 i 6.225.9't2.32 

-0- 

Net Income After Interest end Before 
Cknroet » 
LESS-flON*OPERATINC CHARGES 
(do eat use lines Kerein for iteeit 
cKorged direct to resenret): 

* —   j V-^th luwii m. 14J.1 
I ea sua s&sag t tc us aad&f K ServTceCorn. 

236.848.22 

»—236 blb 77 

,7.391.02 

 jgfejfiaiflg 
-0-  

» ItOfe.iaq on 
0.33l.g??-79 

-o- 

7,391.02 

*3.907.452.13 « 6.233.333.34 

1-0- 
37. 
38. 
39. 
40. 
IX. 

Loe« on eele of reel eaUlc __ 
Loe« no eele of ioveetBMnts. 
CXher ooo-operetiAf cberges^ 
Toul Bon-opereuaf c barge• _ 
Net Incoeie for Period  

74.644.^ 
247-50 

» 74.891.8'; 
»3.832.560.28 

42,305.11 

 -0- 
-0-  

» 42^oq.ii 
* 6.191■028.7^ 

REAL ESTATE OPERATION (D.t.lli) 

REAL ESTATE INCOME; 
Reel Esteu ReoU   

I. 
1. 
2 .  
3. Total Real £eiaie loc 

LESS-REAL ESTATE OPERATING 
EXPENSES: 
Taxes   
Inauranc*   
Rrpatre und MeuUeaunc«. 
ComaiaaiotMi 
nePr»ci«<ioH 

4. 
5. 
G. 
7. 
0. 
9- Other yiecellaosous real estate e&penae* 

10.      
11. Toul Real Esute Ekpeoaei  
'2. Nei profit oo Reel Celate Opcraliooj _____ 
13. Net loea on Real EaUte Opereliooa. 

101.854.52 
-0-  

t 101.854.52 

i 5.433.850.22 

I 84.301.91 

 zJL  
-0-  

t 84.301.91 
>5.34q.S48-tl 

(Not*—inssrt net income or loes in coo- 
neciion with real esiete on page 4 es 
indicated.I 
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DBTTUBimON OF NET INCOME AND 
RECONCILEMENT OF UNDIVIDED PROFITS OR EARNED SURPLUS 

Camnl Pvkxl 

T. U/'a 1/82 

OittrikvtiM •( K«t Ikwm 
1. K«l 1SCOM for pviod (lua IX. Cxk. B) 

OlltrlkvtiM 
2- Tniwfor* to 

•. F*4«i«l iMimaca ■»««>«» 
k. fUaarvt foe bad *«>*« 
C. Wplua 
d.    

> 3,832,560.28 , 6.191,026.23 » S^'tS.S'tS.Sl 

3. EUrniac* diatribuud on §av. eapiul: 
a. DivkUikU o« 
b. lot. on d«po«iU, Imrvsl., c«rt. tu 
c. R«a. for div. on V«x. Div. C«rt«.. 
d .   

toaSattoaAi 
sjhj ua S7 

 S17,B51 3fi 

(Ifll ,77S 12) (isi.goo.ofl) 

6. Total Oistributtoa at N«i Ucom. 
6- hUl 1bcom* Aft*r Diatributinn 

7. Net iacoom UDdistributed  
R«coficiUa»«fit el Undivided Prelitt 
6. Bnlaace—b«fiaain< of par tod  

®- N«i Ibcom After Diatribuiioe (Ium 6) 
10. Other edditiooa: 

b. . 
c. . 
d.. 

II. Subtoul. 

»_mUL2JLJ5_ 
-o-  

i (32.561.<47) 

,(2,285,^8.55) 

« -o- 

« 7.7^7,'ill, II « -i.Bn-; 17? «ti 
. (1 . S66 . ^82 .88) . (i)SS.62'..60) 

12. Deducjjoiu: 
•. J.t. ^37 Adj. Excess Pef. Fee^ 335.^33.93 
b. J.E. 838 Adj. Excess Def. Fees 1^7.036.66 

(718,965.67) U63.3M.07) 

, (1,566,^82.88) , (<455,62^.60) 

,(2,285,^8.55) , (?.285.^8.55) t (718.965.67) 

-0- 

13. Totei d*ductioo«. 
Belenc* at cod td period. 

U. Dividcod or UUrcat r*U for period . 

-0- 
. (2.28S.U8.-;-;) ,t 

 6 % 

lih. 

-0- 
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RECONCILEMENT OF RESERVES 

Cwraot Period 
Fro- 8/1/82 

T. 12/11/82 

Yrar 
Froa 8/1/81 

t„ 7/31/gr 

Exhibit D 

Fro. 8/1/80 
t. 7/31/61 

Rt>*rv« fx bad 
I. BkIum M Ufiuiac of rnriod  

31. Aalditiuna dunaf prrwd 

<»> Froa Mt pram  
tiji V/l 127 Tr«n<f. from Surplm 

««i    

Ul   

3- Tnc*I MddilioM. 

<- T'AmU o( iUm 1 and S. 

&■ Deducuoo* during period: 

U»   

<b) ;  

lr>   

Id),   

i*)  

<n  

(•>-   

6. Total d«ductiocM_ 

7. Balance at cod of period . 

» 1.60^.^0.2V. »—1.6Q^.^o.2'; t 1 .MZ.QSe^S 

-o- -0- 192,8811.00 

-Q- -g- 192.88't.OO 

i 1.60lt.94a.2S $ I .feO1* .91*0.25 I_J260MA0J5 

-0- -0- -0- 

$ 1 ■60').qAQ.2'; » l.60't.9't0.2S « I ■60'i.9l<0.2S 

Capital Stock - 0ar Value (Class A and B} 

1. Balance •( begumiof of period. 

2. Addiltooa dunaf period  

298.026.00 t 218.026.00 

-0-    -0- 

298.026.00 

26^.00 

3. Total* of iusa 1 and 2. 79fi.02fi.nn * 7qB 076 nn ». 2q8.?qn on 

4. Deducttoaa during period: 

i.i Estate of D. Ell lott 

tbi  
<c)  

-0- -0- 

&. Total doductiOM- -0- 

261* .0C 

261*.0( 

(1. |i44UlH.W Ml WMJ of |Ain«d . 298,026.00 , 298,026.00 298,026.01 

A 2137 
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RECONCILEMENT OF RESERVES 

Ciurvnt P«nod 
Frn- 8/1/8? 

Tft 12/31/62 

Yiar 
8/1/81 

Exhibit D (Continued) 

To 7/31/82 

Y«v 
^ 8/'/80 

to 7/31/81 

Surplus 

1. BaUoc* at b«f inomf of period. 

2. Addilioo« during period: 

U) Fro« net Profit 
(b). 
<c). 
Id). 
U) . 

3. Total addUiooa. 

4. ToiaU of itaou 1 and S_ 

5. Oeductiooa durinf period: 

U)  

(b )  

(c )   

<d)    

(a)    
if)  

6. Total daductiona. 

7. Balaoca at and of period. 

'« '77.m.95 

_ ». 

«-o- 

» '77 HI Qg 

-0- 

_ » 171.111, 

171.111.95 

-0- 

-0- 

171.111.95 

'7i.ni 35 171.111,■ll 

171.111.qs 

8.00 

17I.1I1.9S 

R*i«rv* 

1. Baluc* «t b«|iniiui4 of period. 

2. Addition* during period: 

(a)  

tb) i  

tel.  

3. Total Add itlona . 

4. Total* of item* 1 and 3. 

5. Oeductioo* durinf period: 

(a )   

(b )   

(c )  

ld)»  

6. Total deducliooa 

7. BmIuIICS Ml •ud uf IMjfUjJ _ 

A 2135 
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Schedule No. 6 
OTHER ASSETS: (Itoa U, Exhibit A) 

Schedule No. 7 
OTHER UABILTTIES: (lion SI, Exhifaii A) 

BORROWED MONEY: (Item 23. ExUbti A) 

To Wbom Owtd 
First National Bank 

Beulll, Bresler t Schulman 
" n 
Collins, Locke t Lasater 
UMIC Govt. Sec., Inc. 
Ft rst Unlted 
Variance 

Total: 

Amount 
$5,270,000.00 

350,000.00 
2,512,000.00 
2,233,750.00 
8,516,250.00 
5,189,000.00 
1,920,000.00 

(24.000.00) 
$2^,5b7.ooOa 

Hilt 
Various 
9.375* 
Various 
VarFous 
Various 
Various 

Due D«u 
Various 
I/V63 
Various- 
Various 
Various 
Various 
1/3/83 

Docnptioe 
6NnA 
U.S. 

Schedule No. 8 

COLLATERAL 
Unpaid Priflcipil 

Treasury Sec. 
CNMA 
U.S. Treasury Sec. 
U.S. Treasury Sec. 
fhlmc, fnma 
U.S. Treasury Bonds 

Schedule No. 9 
SUMMARY OF CERTIFICATES OF DEPOSIT, SAVINGS ACCOUNTS, OTHER SECURITIES, ETC. 

D"cr'P"0° ±}L D^D... 

. ?frb°rDBank , $100,000.00 8.751 l/o/fi. First Progressive 1,000.000.00 17» 1/3/83 
. J . $l,ioo 000.00 Accrued Interest on 

Certificates of Deposit 27.868.06 
$r,l2>,6l8.og 

14 
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EXAMINERS' COMMENTS 

Old Court Savings and Loan, Inc. 
  (A Stock Corporation) 

Comment I: 

^0m!VrU 0( ^ "»ocI*tlootf res.rves and .Iloc.tlon of 
?h° illoct^ •,.0f JU,V 31' 1982 •nd 31, 1982 

wr^tJ.'J » Dece"b«r 3'. '982 the association't 
^ess than th« « V9 "Vln9, "•bHlty was considerably less than the 3* raqulrad by Resulatlon .J.0-1B. 

5*"ionths'ended0December ^ ^ the 

savings liability W 1.09* and i JS. r^I'ly.1"1 ^ t0 

Ill Zl "•sulatloo .308 provides that "an association 

------ 
T, T, jo ""h" 

Numbe r 

A282-I 
^283-9 
Total: 

Granted 

I2/2A/82 
12/31/82 

Loan Amount 

$3,000,000.00 
1.562.500.00 

^,562.500.00 

Net Worth 

$^89,283.96 

Comment 2: 

A. 

6. 

(''points")'ref?ected^hal0?'* 0f ,0'n orI9'natlon fees 
took InN notn ! ^ eVe^*, '"«*"«» the association 

TSI. P;.n^',!;in.:*s;uu:?»:™ " "i— 
It Is the Division's position that under no circumstances may 

~spec5 ?oVw0IhIhr*e POln" ^ t*ken lnt0 ,ncomt wlth 

^^e^rTf.':::.!^the f'r" —r-a^rtX0^: 

^f?n*!y5,,l.
0f the subt'<,,«ry records for loan origination fees reflected that the following loan fees were booked t-lclr 

Loan Ko. 

'•233-1 
't23't-9 
wyi 
Ws-ii 
4248-6 
4284 

Borrower 

Woodbrldge Construction 
U»odbrIdge Construction 
Duffy 
0'Kaster 
Norton 
Amber Waves 

Amount 

$6,000.00 
8,250.00 
1,380.00 
3,250.00 

395.00 
69,000.00 

A 214K 
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2B; (Con't) 

Lt>*n Wo' Borrower Anount 

• WI1*on ^50.00 "51-6 J«y N«r« Corp. 3,OJt2.00 
«67 tck«nro<k 1,800.00 
"X; Country Club Conitructlon 2,600.00 
; 5® S«lth 700.00 
llH Hilltop Astoclatei 38,250.00 
*2t,e Country Club Construction 7.200.00 

Sub Total:' $1*2,JI7.00' 

Uf»: Sub«*qu«nt Adjust- 35.782.00 
Mntt 

Toul Amount BooUd Twlc« 

Thl* $106 535.00 double booking of Income shoulrf b« reverted 
.rjrfi'j* * f*** of th* eorr*ctlng entry for the $106,535.00 should be sent to the Division with your reply to the corawnts. 

Comment 3: 

. / '■•vl*w ®f th« ,0*n P«rtlclpetlons purchased from Home Federal Savings 
I and statements from Home Federal Savings And Loan tho*d th« following variances: 

General ledger Bank Statement Variance 

Jtovember 1982 $3,232,199.21 1 $3,2*7,121 ($11.922 6^ 
December 1982 3,228,388.06 3,232,616.05 ( 4 227 *9 
January 1983 3,225,768.02 3,235,926.73 ( 10158*7? 
February 1983 3.225,768.02 ( 

$10,6j^Mt«rf^?^!,UtlOn ^ th* reflected a net variance of 

Ending November Balance per statement $3 2*17 121 8li 
Remittances In December-check #53*00 ' (s'silis) 
Adjusted Balance 3 2*3310 69 
Ending Balance per Bank Statement « December 3,'232,.6l6 05 

v*rUnc<: ^fo.'^.^ 

ko -iL! ^ ^ the •x*"ln*r* statements from Home Federal before 
^ for ^Vlew because the oortgage department 

and vm? I. 0' th# ,0*n Purch*»e agreement from Home Federal 
b^ Vcll^'q r^.'V" ^r f0r r*Vlew by the as required by Section 9 503 of the Financial Institutions Article. 

tL0f J'i 'S82. the general ledger balance was $*,227.99 less than tKe Mount r«flccted on the bank stata«ent. 

Comment 

« ^Vl*^ 0f ?e^^r*, Iedi>er •ccount No- 1270-21 entitled "Participation 
h ' ?*?uo1* th*J tb* •ccount •n*' the subsidiary records reflected a balance of $2*3,102.76. However, a review of the subsidiary 

-15a- 
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Lo^nt h: (Con't) 

Pr,nt0Ut *nd th* from Sequol. r.fl.ct.d 

Per General Udcp^ Mortgage Trial B«lance Difference 

StlcK.on. Sold 97,921.C 

book.'tV^ «l9dUt5*2t*t« r0?!'^'?0 X0' S^U01' ,howi 1 b*,«n" their 39.142.24 at rafUcud In Old Court'i "Mortgage Trial Balance". 

Comnent 5: 

'* required by Regulation .29A(2)(f). 

B. Loan file Ho». Ii220. kiH. 1.252, I|282-; 1.281.. 4299 and 43^2 did 
not contain the original of the current In*ur«nc« policies as 
required by Regulation .29A(2)(d). policies as 

The Insurance policy In loan file No. 4205-9 was written by an 
Insurance company not licensed to do business In the State of 
Maryland, as required by Regulation .230. 

Ur«n^|rcT^0^p
Cl"d.,n ,0*n f,,e *"• l"38' ,,,50• •nd h'd 

Im'did^orj^IV" i/,1?*" ,lu Moi- 1,,52■ ,,,78• J,,92• •nd 

„f not contain sufficient coverage to protect the Interest of the association as required by the above referenced r«guu"l,. 

C' n^l:.^' t,168'*2^. *"<>. *232. 4239, 4242, and 4299 did not contain applications as required by Regulation .29A(2)(a). 

IP'o^hL^1^ !k 'Z" NOi- 1,11,5 *nd 1,283 were "°t sIgned by 
Th-^nnn !. the borrower as required by Regulation .23A(1). 
borrower. NO- '"*3 W»S n0t bV t^ co- 

I^rs^al'hulr 'h ^ 1,283 dld 001 sufficient 

Loan file Nos. 4252 and 4275 did not contain the most recent 

Jm/JwT1 f lnc0me t4x '■•turn " re<Iu' red by Regu- 
^fi^Lil^ c f ^ fll, M0- 1,268 dld not cont*ln f'uncial Information on 5 of 9 borrowerSe 

0. Loan file Nos. 4243. 4245 and 4252 did not contain appraisal 
reports as required by Regulation .238. 

The appraisal report In loan file Mo. 4268 was 2 years old. 
The assoc atlon should have obtained a current appraisal on 

^Q
SeCUr!ty Th* appraisal report In loan file No, 4299 was dated two month, after the loan was made. The 

appra sal report In loen file Ho. 4239 did not reflect a final 
appraised value, as required by Regulation .23B(4)(d). 

A 21'^ 
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The ippraUal report in loan file Ho. i.2^ did oot conuln • 
statenent flgr>ed and dated by the appraUer as reaulred by 
*«9uIetlon .ZJBCt) (b) (c). "suirea oy 

im-llii dld '^t coot4,n •" •PPr*'*«l on properties 
for 13-19 L!lh ^ ??k n0r dld 11 cont*ln •" 'ppralsal 
tecurfty fo^tlL loanl Str••l• 0ff,red " •ddltlon•, 

£' dirnol'L^lin*2'3, 4,2,9• l'223' ',2i,3• ',252' k26* ■"d ^99 
.29A(2)(e). " * Mrt'"c*t'on of title at required by Regulation 

Ses'^'Hol'^Ltl^K* •"PPortlng loan Not. 1,212. i.227. «.230 and 
reflex J through the latt dl.burtement, >o at to properly 
-.I«^ ^uu:;,fh

ty^•i,ocut,on,•t,tu" ^ « 

,n ,0*n ">• "o- *219 wa» not .Igned 

^ JevL'ln MOt- ,,233• ,,23,,• l,239• ,'2,,8• ^ *2*9 ealed that the borrowert were charged for both a title 

iririr;?,::*   ^ 

*2i5V^I.J0^r!l! *£• *20,' ,,220t *"'' <'23l. *232. *2W and 
.*-«ImS ind^ltu'l 0Wer "!* Ch*r9ed for ^ t't'* 
!rr ^Vi. 2 1 ? ,n»ur«"<*i however, none of the docu«entetloo 
of title. 9ul*t,00 •29A(2)(«) require* evidence of certification 

6' Wl revealed that the borrowers ^charged for credit reports. H<^ver. none were found 

that'tlvs wrl^L'"; N0$- *233' i,23^• ^ ^2 revealed lhe ■ortfl«9« notes were not available for review. 
Comment 6: 

$362,1(52.02. 'n^Uent *nd unP,ld Interest on the loans subject to comment totaled 

^ 
current exanlnaUon. i«nedlately preceding the date of the 

Comment 7 

;:£~~ n; 

Comment 8: 

A 21411 
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Comment 9: 

On Decenber 2^, 1981 the association had a $1,206.00 loss on the theft 
of silver coins and a $1,100.00 loss on the theft of some brass Items. Also, 
there was a $7,569.73 loss from a hold-up of the association's Relsterstown 
branch. As of the date of tha currant axanlnatlon, the association had not 
notified the Division's Director as required by Regulation .221. Also, It 
was ndted that a letter from Jane Anderson, Savings Manager, dated November 
25, 1981, reflected that the loss from the robbery was actually $8,060.55, 
which Is a $'•90.82 variance over the amount actually written off. 

Comment 10: 

Loan Nos. ^27't-l ind ^270-1 wera granted upon the security of Improved 
residential property - noo homecwier with loan-to-appra I sal ratio In excess 
of 90X of the narket value of the security. Regulation .300(3)(b) provides 
that the aggregate amount of any >o*o upon the security of Improved residential 
property - noo homeowner may not exceed 80X percent of the market value of the 
securlty. 

Comment II: ————— • 

Loan Nos. 3916 and 1023 contain terms which require semi-annual payments 
of Interest and/or principal. Regulation .30C prohibits semi-annual payments. 

Comment 12: 

Loan No. 3659 which was granted for the purpose of land acquisition and 
development on February I it, 1978 was extended to March 3, 1983- Regulation 
.30C(8) (a) provides that the term on such loan should not exceed 5 years. 

Comment 13: 

A review of construction loan No. »i221-0 granted to Elliot R. Welnsteln and 
Susan R. Welnsteln In the amount of $86,000.00 for a term of 30 years revealed 
the following: 

A. Loan granted, at 12 7/6X Interest rate while the market Index reflects 
16.7». 

B. There were no construction plat plans and specifications as required 
by the construction trust agreement. 

C. There was no Inspection before the $67,500.00 draw on January II, 

Comment U: , 

Loan No. 3771 was made to Uptown Club, Ltd. on August 29, 1978 In the amount 
of $1,269,000.00 secured by 27.1 acres In Northwest Baltimore County, In the 
area of Clyndon, to acquire and develop 9'< buildings lots. The principal owner 
of the Uptown Club Is Jerome S. Cardln. 

Since the loan was granted on August 29, 1978 the loan has been extended 
as follows: 

August 28, 1979 to August 27, 1981 
August 27, 1981 to November 28, 1981 
November 28, I98I to May 19, I982 
May 19, 1982 to May 28, 1983 

The most recent extension shows the loan amount lowered to $1(00,000.00 by 
mutual agreement due to "market conditions". It was noted that from July to 
December 1982, $28,715-78 was drawn from L.I.P. to pay Interest. Therefore, 
no real Income was realized by the association. 

Furthermore, a "Baltimore Sun Paper" article revealed that a sewer 
noratorlun has been placed on the area where the above property Is situated 
until at least May of 19814, and no building permits will be allowed until the 
sewer system Is ready. Prior to approving a loan, adequacy of sewer facilities 
should be verified. 

A 215U 
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Comment l{i: 

bedroom units In Ocean City. har^Und. ^ "" U *nd twenty 2 "ory-2 

Crab Cove Llml ted Partnership 

on Phase" I "of C^b'co^'orSndM^ 0[ J662'000-00 O^ober 15. 1982 
The loan proceeds were to J Il«d tTh'iiJT ^*3 fayshor• States, Addition C. 

r^ll-.sr^t^'-r^^-00"- - - ^ l%l2rl\'Z 

'• r si?r^ s 

an offlcar o! dUecttr^lgnat^^0-81^ *** un*udft«d 'nd did not contain 

'' SJElErt™ ■>icaiiy stated that It does not Insure against floods). 

Insurance was Inadequate to cover the security. 

'■ ir i""!    - 

reflect .Ut .h... 1|„. »,, 

Crab Cove Limited Partnership i^fee-l: 

of 5276.317*00*^'pha^l'Sf C^riol'0" *econd wx-tsage In the amount 
Estates .Addi t Ion C ?he ?Ln orJ h ^ ^reet' P*rCe, ^ ^^ore 
on units 8-13 Penfluln Drive. t0 Uied t0 con,Plet« construction 

noted:' ^ ^ 0f the CUrrent •"••'"•tlon. the following exceptions were 

'■ Irtgl^? '*f,e'current0?1*'" TOrt9*9e '""ru-nent. the 

I»^iil!s fiJerelt!0"'*'" * f,00d ,nSur*n« P«"ey to protect the 

3" ul '"add*tZ'lo"^1 t0!Hk. $i•OQO•10 « « processing 
Income. points wtiich the association took, into 

Crab Cove Limited Partnership ^261-2: 

points'"VofN^'^tror^rr^r'982 I" •TC>Unt 0f "9.OQQ.0O plus 3 were noted; «*amlnatIon, the following exceptions 

   WMCK. .. b, 

S'L?" ;= ^ 
that the note was witnessed'by Mr. JeffrerievUt^' ^ ^ ^ tXaMners 

A 2t~l 
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Crab Cove Limited Partnership <)3it2: 

nli,. *" 9ranted 00 Febrinry 1, 1983 In the amount of $260,000.00 
!Li k H proceedi of the loon were used to refinance loan No. 'taSI which was delinquent since Inception, 

^ i./UrJherm0re,..t!]e P*rtlclP«tlon agreement states that additional capital wou only be used for specific charges such as taxes and other assessncnts 

r« lHUSt» "'"I Jcnn'L"?0" rece,P"- -ny case, the additional amount could not exceed $500.00 for each partner at any one time. However, a capital 
contribution was made for $31,000.00. Since there were no accounting records 

Crab Cove, Ltd., and none were set up as of March 2'i, 1983, It was not 
possible to determine how this particular transaction was recorded. The check 
register reflects thl* •* « "capital contribution". However, a copy of the 
c eck was not In tha flU, although It was cashed and shows up In the bank 

was ol^n'bL^^1^^ theeV.P*rt 0f the "'-OOO-OO "P'tal contribution was given back to Old Court Joint Venture on March ^t, I983. It Is the 
nl0" lh*t thl».l* •" unsecured loan which Is prohibited by 

on OM fner! cP •9reM*nt- 11 wa« noted that this loan was still reflected Court Savings and Loan's books as a mortgage receivable. 

Comment 16: . 
A review of loan file No. 4281. to "Amber Waves. Limited Partnership" In 

tTbuiid loV^d000,00 :"cs;cured by 9 ,oti- The purpose of the ioan 

A fu^r i 3-b.droa. and 15 2-bedroom condt«lnlu« units In Ocean City. A further review revealed the following exceptions: 

A. The sales contract In the loan file shows Mr. Jeffrey A. Levitt as 
partner. Section 9-307B of the Financial Institutions Article 

requires that regulatory approval be obtained. 

8. The settlement sheet reflects that the borrower paid $3,750.00 for 
•^tltle policy; however. It was noted that no title policy was In 

C. 0r«- schedule allows $820,000.00 for land draw. Ancunt disbursed 
$823,986.00, which was $3,986.00 over the amount allowed by 

the draw schedule. 

0. The amount disbursed at settlement totaled $851,456.00. However, 
the and was appraised for $725,000.00; thus, the amount disbursed 
was n excess of I00» of the market value of the property which Is 
In violation of Regulation .30C(6)(a). 

E' scheduJe not break down construction In steps; Instead. It shows e lump sum of $1,225,000.00. 

Comment 17; 

^ «*am'n't'on of the records supporting free share loans revealed that share loans have been very poorly managed. There are numerous share loans 

Tfi i'J0 ?r!l ** °t the cUte of th€ current examination. A sample of 
i w !1S reve4,ed that four of them were without collateral. One had a pledged account the balance on which Is lower than the balance on the share 

i oan. 

In the past when sh4re ,oans were P«»t due. there was no clear policy 
10 What itePS Were 10 ^ t*ken- No mon'es were withdrawn from ypothecated accounts, even though the association had power to do so under 

the hypothecation agreement — share loans. 

The following share loans are unsecured or undersecured: 
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Loan Wo. 

BOO'tSS 
800^59 
800537 
800500 

Totals: 

800476 
800^52 

Totals: 

iiSf* loan Amount Savings Ho. 

Cardln, Howard 
•• ii 
Cardln, 

Cordon, David 
Vo^elstaln 

$ 5.161.22 
11,736.91 
13,469.29 
'0.591.56 

$'*0.958.98 

>13.111.26 

04-802758't 
04-010-353-9 
0't-8027-58'i 
O't-8526832 

04-901-^25 
0Jt90tl52-5 

Savings Acct. 
Balance 

-0- 
-0- 
-0- 

$10.000.00 
$10,000.00 

-0- 
-0- 

Total 
Unsecured 

$ 5.161.22 
11.736.91 
13,*69.29 

591.56 
»0.9SB:9B 

$13,111.26 
7.362.90 

$20,'t9't.l6 

hOrm^r0|.thtr?fVa$ 00 p,f>erv*)rk o" 'oan No. 800512. no r.eord as to who the borrower Is or If any account has been pled9ed. 

SavlB«#*nd'inj!ln'i*h*r* ,0*n ^*t•, ,or U',"«'dar. Director of Old Court Savings and Loan, Inc.. ware only |/2 parent above the savings account 

Loan / 

51-800465-7 
51-800469-9 
5l-800Ji70-3 
51-800471-1 
51-800*73-7 
51-800479-4 

Rate. 

6.50t 
6.50* 
6.50* 
6.50* 
6.50* 
6.50* 

Collateral / 

4-010613-0 
4-010613-0 
4-010613-0 
4-010613-0 
4-010613-0 
4-^10613-0 

Mr '0*n 51-800*50-2 carries a rate of 7.50*, which Is the sane rate Mr. Uhlfelder Is earning on collateral account 4-901591-4. 

Int«r*»t rate on share loans should be at least I* above the current 

(2) of "the* Comae rc^a^Law^'A 'T*! 0f ^*ndlln9 th,$* "ccounts. Section I2-I03(a) 
Ifltau ra^r t,CU ,lipuUt" • ***<*» rate of 2* above the cer- 

12- otf!un .f? w |oanl
i»*cu^ by a certificate of deposit. Section 

Conment 18:" 

ended^.y6^! •nd 

A. 

B. 

C. 

?f curr*nt exaalnatlon, December 31, 1982, the 
^t bil!!8r ^ 09 •nlrl*i for th« 'l»cal year end still had 
ThI.I?!V?CO general Journal and general ledger. 
£ t^uoT* *nur,d 00 tK*600,11 dur,n9 th-of 

t!)ele entrl"' lh* records have 

reconc?t«CfKry'*W.0'i'e'>er*' ,ed9er •ccount» •* not performed to reconcile the control accounts with the subsidiary or supporting 
detail records. It was noted further that the subsldlery or 
supporting detail records were not updated dally, monthly or In 
some Instances quarterly. 

Nuaerous ailspostlng and Incorrect classifications, especially on 
expense transactions, occur on the books end records and they are 

?r *r' 001 ""til year end. Conse- 
^ ^9er •to not always reflect an accurate accounting by the categories represented. 

A uJ th? Seneral ledger account No. 1530-30 and 1530-32 entlt ed Furniture and Fixtures" downtown and Burwood, respectively, 
revealed that Um association had not properly nalntalned an Inventory 
egg ng system. It was noted that Items of furniture, fixtures and 

? 001 been located for tagging by Mr. Ted Greene, the association s 'omptroller. As of July 31, 1982 these unlocated 

i 1 I? 2 'net of ^Preclatlon). The association 
M f*?? 11 nu*"V taking depreciation on these Items until they u y depreciated; however, proper procedure would be to write 
these Items off. Also. It was noted that In January of li?* the 
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13 0a,, Etchln9* co*11ng $5,200.00. As of July 31, 1982 th« •stoclatlon't Inventory of furniture and fixtures 

'I* U99,n9 of «>"•/ 10 of the etchings which would suggest 
L? -< .k . ! etchln9* cannot te loceted. Furthermore, the examlnert noted that the association has almost fully depreciated 680.00 
accumulated depreciation) the etchings, when It Is possible they may 
have appreciated. ' ' 

It was noted further by the examiners that several new I terns had 
been purchased since July 31, 1982. However, as of March 1983 the 
subsidiary records had not been updated to reflect additional 

quarte'My" 'l*'u,*l'on *0® '"•quires books and records be posted 

0. A review of general ledger account No. IZIO-U and 1210-15 entitled 
'Loans Sold" revealed the following: enin.eo 

^sr:8i,^::.:Lerj?LNo-J2,0-u 'ntitud "Lo*n*so,d ■ ^cunty- 
records 9rMUr lh* "^nint reflected on the subsidiary 

1^1 ?CeOU^ ,toV,2,0-,5 -"titled "Loans Sold - Friendship" "•* >21,013.5^ less than the subsidiary records ^ 12/31/82. 

f^ 0^^r4kir>l!ith'JL*C!?Unt I0' i210*'5 h•,4 001 been reconciled 
•^•r' 0*CMb«r of IS82- R-flulatlon .08 provides 

ind h. ^1 ! 1!"^ ^,cord* of •" "toclatlon shall be posted promptly 
V th-1^

P:oPr,-t« o"lcer or officers of the associ- ation no less frequently than quarterly". 

E. The .total of the subsidiary free share accounts per F0S exceeded the 
control account Ho. 2010-10 In the general ledger by $15,696.00. 

F* leti'th!! 0,l the !Ubtldl*ry ■*>rt9«9e loan accounts was $7,52't,026.00 
Allo t^" the C0nt^01 No. 1210-10 In the generel ledger. . 
January ^187*"^! 1 ^ l***1 not been reconciled since 
reconclled ft'I Re9uUtlon j08 Provides that books and records be reconciled et leest quarterly. 

C' sjt q7C*nn0f th* *ub,,d,*ry note loan account No. UlO-OO was $25,975.00 less than the control account In the general ledger. 

«?«!!! 0fr !ed8,r •ccount "0- 2030-30 entitled 'Vater and Sewer Trusts" reflects that the subsidiary records were 
not updated from July 31, 1982. Regulation .08 provide, that 
the books and records of an association be balance by the 
appropriate officer or officers of the association no less 

the^nerll^H qu*rter'y* 't noted by the examiner that tne general ledger was updated to December 31, I982. 

I. General ledger account No. 1800-30 entltied "Inventories" 

! ?0 l"Ver h*,f doll«r*. 'n addition to other promotional items. 

d0!!?rS *re Mr'-ied on the association's records at 530,200.00. This amount represents the association's cost 

Z ^!S! T i3020^ 5,0-00)- B4Sed 00 current value, 
1^1 ? *t D?c^r 31 • 1982 "e worth $15,100.00 (3020 6 55.00) Indicating a loss of $15,100.00. 

Aiso, these coins should be collected from the various branches 
and maintained at the main office for better Internal control. 

t
reVleW ?' th* lnventory account revealed that the association 

off £pt^rrt9r82?OUnt n0r h" *ny B,erch•"d," wrl tten 

J. A review of the adjusting -entries from the association's auditors 

!ntrf« L1!
Ubmt|Mnt '>00^lng that the auditors* adjusting 

!nd M Incorrectly. Debits were credited and credits were debited In March of 1983. The net result is that 
each account 0 270-22 t 1270-33) are In error by $90,400.00 
currently. Since adjusting entries are not double checked, the 
errors were not discovered before posting to the genera ledger. 
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K, An analysis of the mortgage loan accounts reflected that the 
account contained share loans. Also, the mortgage Interest account 
contained share loan interest. Accepted accounting procedures would 
require separate classification for each source of incon* and for 
each type of loan. 

L. A reconciliation of the custodial F.N.N.A. Ptl account reflected several 
reconciling items which were left uncorrected for several months 

t0 2^l0/'®3). One I ten was noted to be a wire transfer of 2/17/82 totaling $'•3,597.75, which was not recorded In the general 
ledger until February 3, 1983. 

«. A review of general ledger Mo. 1010-60 revealed that the subsidiary 
accounts for CD's g First Progressive Savings and Loan Association 
exceeded the general ledger by $2,000,000.00 as of the date of 
the current examination. 

It was noted that a Journal entry #2036 was made correcting the 
general edger on January 26, 1983. However, no documentation 
was available evidencing the association's $2,000,000.00 deposit 
with First Progressive Savings and Loan Association. 

Furthermore, a review of the bank confirmation from First Progressive 
Sav ngs and Loan reflected a $2,000,000.00 note payable to Old Court 
Savings and Loan Inc.. and $1,000,000.00 In certificates of deposit 
as or the date of the current examination. However, Old Court does 
not reflect a receivable from First Progressive on Its books. 

ItVe.Tl!l*tl0n of lh< checkln9 account for Reisterstown Expense 
I tolling $227,907.61 were not recorded on the 

!k V AUo' •*ch*n9e checks totaling $8,798.32 were recorded on the bank statement but not In the general ledger. In addition, 
deposits totaling $61,161.79 were recorded In the general ledger but 

^ f statement. It was noted further that Randallstown 
c«h Sl'trou! CheCkt, WhlCh C*USed * br"kd0-" <n "ranch 

The reconciliation of checking account Mo. 691-7^ for Martin's 
Expense reflected that deposits totaling $l59,69't.20 were recorded 
on the bank statement but not In the general ledger. Also, deposits 
totaling $2,128,151.16 were reflected on the bank statement but 
not on the general ledger. 

^r!V!?Vf Custodi*1 ^"nt Mo. 20^00020-2 "TH - Security" reflected 
^ i^cr??Went checks ,0', *nd 105 ln the of $2,986.8'. and $2,115.17, respectively, were not recorded in the general ledger. 

N. 

A review of custodial account No. 20'(00023-6 "Ptl - Friendship" 
reflected that the subsidiary was $3,000.00 less than the control 
account in the general ledger as of the date of the current 
examination. Also, account Mo. 20't0002'(-l( was $3,33S.9'( less 
than the control account In the general ledger. 

A reconciliation of checking account No. 052-1565-0 with Equitable 
Trust Company revealed two checks made out by Levitt Builders. These 
checks were written to Old Court «4ilch In exchange, wrote out checks 
to Morth American Housing Corp. In total, three checks were written. 

of them were returned for NSF. These returned checks were 
redepos I ted on 2/2'i/83. (The status of these redeposlted checks could 
not be ascertained until the bank statement for March Is received). 

IS..t*e e*amlner'* opinion that there should be a system to Insure that before exchange checks are written, the balance on the account 
on which the checks are drawn should be checked for sufficient funds 
and the exchange checks put on hold until the original checks clear. 
For those requiring Immediate exchange checks, Old Court should ask 
for a certified or cashier's check If such checks are drawn on 
accounts In other Institutions. 

A reconciliation of checking account No. 70I928'( with Maryland 
National Bank reflected that the account was overdrawn per the t>ank 
tlalemcnt by $ 102 l6'(0.28. Since the aisoclatlon hai no •»tabllsK«d 
line of credit with this institution or any other banking Institution, 
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rE|,:LT.iS;nTlH:::rrr l^en reconciled at least n e *,*oc'lt'on s checking accounts had not econci at |east quarter|y> as requ,red by o8 

^ln"efleiud0I90LrheCkin? 'CCOUnt NO- 69,-773-6 for 

of these returned ^turned 'te" totaling $3,163.06. An analysis 
ovel 6 months otd T? ref,"t,d 6 1««« totaling SWMO -ere 
for proper dIspos 11lon'of*thasC'raturned'ftems*"'1 ^ •CC0UnUnt 

reflected'^'^urLftu^'tot^l"o m l^"^3'7 f0r BurW00d Hiln 

returned Items reflected that S I"9 I ?? i An *Mlysls of these 

^In'reni!"!0? rltu^S'?? "f""1.'40- 230-08873 for Relsterstown returned tem pv.r 6 oonths old totaling $50.00. 

that Trustee Checks0t0ta*ln^$388g679C9snLfOr expenle r*flected 
"ot recorded In 9.n.r. .doer Aicf'^K . ",h?f by tht b*"k bu' 
mr* ^ "n 

   ^t not In the general Udoir Ai.r L Ct#d 00 tr>e b*nk "atement. 

-  f" 

Account" r.,f?:cn:.rs,ti:d?:;l^
t Ko-,010-90 ent,t,ed 

'• ^""^.so^Sl^'s^L"'267;8? *re -'"".n.d In this 
for proper disposition of Ss^c^u."'^ ^ 'C«>unt-» 

2' ^orllZT'a^tlT.UrtMent t0 RO"kr-m'r h" *-«" O" the book. 

wasrecilcuUter^fJ|led^; fnlerett'lntteld*'f'' f0r September 'S82 

l:x^T^"'0z0 ■" 
,s"    

accounts tha^Ce^pal/of^duXg'Ihe'ye^!'"1 ^ ^ 

$'03,569.08 reveale^thal^the «' ^ *?d ?* paSSbook accounts totaling 
recap was not .:a,Ubfe

h';o^e;^
,,t,0n,S iUbi,d,•^ -ntro^ 

that the general ledger'was $l?3S5.838.96' le« than'lhe suTl'd^r" 

until February 3 198^^?? I yhercforef from November 13, I982 
the s Imp le Inle^sl^te ia^ ^ c-H>uted by 

S' ^re^l.eW 0f ?ener*, ,edSer account No. 1J.10-90 entitled "Real ti,*, 

Izioli?0^1 0hMhe purchise' Per the "urt auditor's report, was 
therefor !h |he association's adjusted book value was $319 2)1, nc. therefore, the net     Inclusive of d.U^nt lAtere^ 

A 21 ^ 

601 



c 
r
o?e

t
Vi? 1;11 ^'1 "bsldUrySecord, reflected the 

As^f tL L) f"^ 5 ' 7,5 *nd ref,ected • "et loss of $65.38^.38. 
wMtten^ff 0 current e*amlMtlon, the net loss had not been 

The examiners noted that this loan Is still being carried on the books 

In h f9*" T01"19*5® receivable, even though the loan had been taken In by foreclosure In 1981. 

Comment 1{1: 

that t/r1'" ?f
1
th* •,sbcI«tl0",» "«thod for computing late charges reflected that In several Instances the association It computing late charges on prlncloal 

Inst^l^nt Mf ! f •w>unt of •"* ^"nquent or late periodic 

Comment 20: 

A review of the receivable^ from various borrowers revealed the following: 

A. A note receivable fro« Howard Leeb was reflected on the general 

H^d H0^ b'50?h00" I
How**er' 00 for,,-, "Ote was ever signed by Howard H. Leeb. The only evidence was the check register which 

^tub i" t0 " ^*ln9 * de~nd n«te. The check register 
S« J ?/of 13 7/8*' ^'ch for 13 days equals 
accounted for. * 3 75X * 5IO>50<'). -h'ch was never collected nor 

* f*"-"41 nOU wIth 00 documents, this appears 
""" of tuch ,0in '» 5io.ooo.oo 

*' ^!nU?d l
1
ntSr"t $10,791.61 earned from a $750,000.00 note 

'£cr^d in^re^oT/^^ PO$t'd t0 "tilJed" 
wou 1 d^ave been a c«dU ; HT" PO,t'n9 of thIs '""rest wouia nave been a credit to accrued Interest-oortgages. 

C' 7 Tsorj^;0? ^ ^ Corporation on August /. 1980 states that Interest Is due the 'Vth day of August of each 

not'L ?in9 *"2"" 71 ,980"- The lnt«r«t for August 1982 had not been pa Id as of the date of the current examination. 

D' CorooratIon •V!denCe 0f 4 »5.000.00 note from Ruxton Financial 
sT -- The examiners did find a copy of the loan note In 

Is Lino T I ! n0te W*i due K*y 29' 'S81- No interest 
r " 0f ^ dite of the current examination. This 

note seiras tn k!0"*""1?. Prl0r report of examination. This note seems to be uncollectable, and therefore should be written off. 

E" 11^ 4CCr?edJi!^ere,t du< from ' note receivable from O.C.J.V. was Improperly booked Into general ledger account No. 1600-2^1 entitled 
Accrued (nterest O.C.I.C." The accrued Interest should have be!n 

booked In an account entitled "Accrued Interest due from O.C.J.V." 

F" ?^rrr!CeIV*bl* *"0unt No- <800-13 In the genera 1 led9er from 
^ Investment Corporation was $800,000.00 less than the control account In the general ledger. 

Comment 21: 

proce^s'teld"^1,!0! ^ f1" 0f tha loans for which there are 
the^foHow^ng: PrOCCit *CCOUnt ln lhe 8ener*1 led9er -"eyealed 

A' 0f ^ 1°?"* ln process account reflected that the subsidiary exceeded the general ledger by $726,317.7^. 

8. The subsidiary records provided by the accounting department exceeded 
anount reflected by the f»ortga9c department's loans In process 

cards by $I3,I*6S.79. 

C. Check Kos. 21 H, 2'i35, 2517 and 2395 written to Tfustees Dennis Cuidlce 
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Comment 22: 

A. 

^ ( 

and iolld'not'bl'f ^ ^,bur,emenU -"■« "0t Utted as outstanding could not be located awong the cancelled checks. 

0' s^uH Z'l™ " ^th
/^ • -nd the trustees. Check. 

•c,Uir.d^.dfr^nc
t?.r:n^:it

/borro-r •nd other p<,rties ^hi- 

C' 11^^55 2rlttIdenCe 'V"l*b,e t0 verlfy that check Nos. 2^7. 2628 2^59 written to the order of "Old Court J Levitt" fnr HUh..,. 

ZIloSrlT b0rr0Wer •ctu*"y eventually disbursed to the 

F. Loan No. 3659 was closed on February 20 IQRi .ui , 
-as still being carried l„ the L^P. .ccounJi ' ^ ,0an 

6' ^r*K! ^t^Prrr'^l0"'1 ,0r ,n PrOCe" transactions for 
for the loin ^ ? r,!T*!*d ^ Jeffrey Lovltt. tru»tee 
A review of ihe P clrds ^ul^T"1!! 0f W-000-™ for points, 
accounting departaient'r.fUctrd ^""twnt and the 
rr,.<,.a, u"f. »s Si) MC;. "r2' 
due to the accounting department's and^i l^ . err0r occur'-e<' 
iMbnity .o j ^ 

Balance Per Accounting Dcpartnent § 12/31/82 ' SI «7 QLL 

Variance: P t^ent t 12/31/82 
i (69,000) 

'-'r '!l"" n 1 t' "y,tt by showing a refund of $69,000.00 to Mr L»vifr- 
the refund!"' tccount'n9 ^partaenft total was already net of 

The examiners express grave concern that: 

*" io»lbI.C*arfurrnt,d,fferent l0t*,, 0n <iiff,rent Indicating 

b. White out on settlement sheet appeared several places. 

^ amount! ^ Amt>er 569.000.00 out from correct 

iisfsis'fpsst:.,,, 

_. . y ln association for ten years. However nn 

~~ 

stating that these wndments were agreed to by either pl^y! 

comparable term Al.n ,k 00 * "vln9» certificate with a 
fh. , _ j ' there was no written agreement "stating the services to be performed by the broker Jpd the coomlsslon or 
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oth«r feei to b« p«ld" p«r fUguUtlon .I6H(2)(«}, Nor were there 
•ny signature cards at the association available for review. 

Carment 23: 

A. The Loans-In-Process schedule prepared by the loan department was 
5726,317.7'' greater than the control account In the general ledger 
for Oeceater 31, 1982. 

•. On March II. 1983, the accounting department supplied the examiner^ 
with an L.I.P. list krfilch was different froai the examiners' schedule 
(loan departaent) In both loans outstanding and balances. It was 
noted further that the L.I.P. cards for the following loans were 
changed; 

ksaas Old Card e 2/16/83 Hew Card g 3/IV83 Change 

k02 Crab Cove $ 236,39Q.OO $196,733.00 $39,657.00 
'•03 Regency 6*,J22.00 71,166.00 ( 6,8Mi.OO) 
J»08 Amber Waves I,*36,5Mi.OO 1,367,5^.00 69,000.00 
405 OHM 3^,161.50 39,161.50 (3,000.00) 

Comaent 24: 

A review of the alnutas of the aeetlngs of the Board of Directors revealed 
the following; 

A. The alnutes did not reflect dividend resolutions prior to the 
payaent of dividends to the free shareholders for the period 
ending January, February, June, August, Septeaber, October, 
Moveaber and Deceaber, 1982. 

The alnutes did not reflect any resolutions prior to the payment 
of dividends on savings certificates for the periods stated 
above. 

B. The annual aeetlng did not provide the nuaber of stockholders 
voting by proxies. 

Comment 25! 

A review of the association's constitution and bylaws revealed the 
following; 

Article II, Section 7 of the essoclatlon's constitution and bylaws 
provides that the officer or agent having charge of the records of 
the corporation shall make at least ten days before the meeting of 
the stockholders a complete list of stockholders entitled to vote 
at such aeetlng. As of Oecea^er 31, 1982, no such list was aade 
available to the exaalners. Also, Section 9-324A t B of the Financial 
Institutions Article provides that each capital stock association 
shall provide the Division Director annually a list of all stockholders. 
As of the date of the current examination, no such list has been submitted. 

Comment 26; 

A review of the association's stock register revealed the following: 

A. The stock register does not contain the addresses of the stockholders 
as required by Section 9~32'i(B)(2) of the Financial Institutions 
Article. 

B. The association has not complied with Section 9-32't(A) of the Financial 
Institutions Article, krfilch states "each capital stock association 
shall send to the Division Director annually a list of all of Its 
holders of capital stock". 

The examiner reported the deficiency In Part A of this comment to 
Mr. Levitt, President end Director of Old Court Savings and Loan, ' 
»rf>o responded that the stock list will be sent to the Division es 
Is (without all of the addresses), because he feels that Old Court 
has exhausted all efforts to locate the Individual stockholders. 

Comment 27: 
A review ofrthe association's subsidiary records fof accrued Interest on 
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Invesments revealed the fol lowing; 

C/L #18200-23 - "Acc. Int. - Govt. Sec." $531 .'iS't.SI 

Subiidlery Record - Accrued Interest 
on U.S. Treasury Bonds SZlOsg.ltl 

Subsidiary Record - Accrued Interest 
on FNMA, fHLB, FHLHC 302.1^5.38 516. 

Variance 515,003.72 

•ctIon'taken^*VleW ^ e0^nt *nd 'dyl" 0ffle* of th# "rr.ctlv. 

Conwent 28: 

P res I den t "of "o?! r
th* "•^r'indu■ ^ted Karch all. 1983 to O^nls Culdlce. Vice 

^IllSS u^n^rS! T the fol logins question 

Question 10: , » 

Pleale^^ «8fou"s?,d S'Vlnflf ,nd Lo*n l,tue(i •"* <«tters of credit? 

A. To U>oa Issued 
B. Amount 
C. Security 
0. Date 

crcdu'wtr* Us^.*60"*' Pl#M* the purpote for wh,eh ^ »uch ,etter* 

IWFORHATIOKAL COMMEHTS: *" ' - % 

A' of tK* condition of the association as of Deceaber 31. 1982 end Sept«n6<,r JO, 1981 revealed the follol?^: 

Increase 
(Decrease) 

Deceaber 31. 1982 September 30. 1981 Dollar Amount Cent 

Total Savings JW.73M85 ' $56.956.3'(8 M.7Ti.B37 83.9X 

Total Net Worth (693.^,) (2.0^.95^ (151.2) 

Total Mortgage Loans 83.333,989 63,720,686 19,613,303 30.8 

Total Assets 146,813,275 69,707,468 77,105,807 110.6 

B" JuUVlr ??rn,n9S for the "l.ndar/flscal year ended July 31, 1982 disclosed the following: 

t to Net 
Pollar Amount Oper. Inc. 

100.0% 
Net operating Income (Page 6, Line I) $6,191.028.23 

Taxes (Page 6. Line M (181.275.12) ~S) 

Earnings distributed on savings (Page 6. Line 3) 7,938,786.23 128.2 

Net Income available for reserves and'surplus 
(Page 6. Line 2 and Line 6) (1,566,1.82.88) (25.3) 

5. Net Income distributed (Total of 2. 3 and k above) $6.191.028.23 100.Ot 

■ 15n- 
k 2^60 

G(J5 



c 

Old Court Savings and Loan, Inc. 
OLD COURT JOINT VENTURE 

Cganvant 1: 

A. 

for the ooiiIbU n V0*" to Proc«»d full sttan ah«ad without rejard 
cannot pottlbly knS'what 1^*^*"°**' k*?'''?' ''•cord,» ■'"•flament 
partnership I. |n flnTSlal^a^r ^ It or If tb. 
befora aitakii.ki ,n,nc.l*1 danger. Sound aanagainant dictates that 
■anpowar requIrad^o'iaLiI tor »K^^ 0r Jo,nt V*ntur'' th* ^ required to •onltor the venture are present. 

8' fAWK'LZ: "rren? tf* book value of 
to each partnership as a"^!taI>\I0^,lK,bVia<1<<lnS Up the eh*clti 

can Irvrmmr u P• tlI contribution. Inveitncnt however 

should be presenie^i th! .1!^ ?' "**•»*"" of «»>« Partnerships 
can readl ly detemlna whlth!? In

1
0rder th*t th« ""elation 

assIgned. A. of tlTdm Jf thl !' ,0i", 'f* ProP«r'y 
clal ft«tonents arc on flU exi®^nat^on» ^ tuch finan- 
ce glv«n to O.C.J.Ve P • •n agrecoent that annual reports 

'■ m'L-C.!""0"" b~t " "I- •••ll.M. for r.vlev by 

h 2' ^ ^ 
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Old Court Saving* and Loan, Inc. 
JOIKT VENTURES 
 SUBSIDIARIES  

Cownent I: 

Crab Cov« United Fartnanhlp: 

"»• wa. th. aaount to axc^TssM « J ^ f1*"""' •nd •" ^ 
butlon of $31,000 mm Md« on »iova.^r^0, Ijli. * C*P,Ul COntr'' 

Corocnt 2; 

Catmburg Ll-I>^ Partnr.hlp- 

Cattytulrg-loan^i^t*^^*!!!!/!?^1^ "during our ravlaw of 
financial Intarait In It. t«>urt Joint Vantura hat any 

Compiant 3; 

Chadford Halted Partnanhlp; 

Chadford Aa.^tataTial"?^"^ OOO**1*?,1'"1 C!p,t*' contrlbutlon to 
agraaatant for Old CouJt W^r ! * r*!1"- of th* P'rtnar.hlp 
Vantura wa. to v ® ,6oJ So ?,d C<>Urt Jo,nt 

dItcrapancy wa. brooght'to ^ 0n- Vh*n 

•n arror mi uda and tha dlffa?«A^ wiM ^ * 11 *** th«t 
oo construction loan No *2*1 ThU r I ^aturnad fro« tha naxt draw 

isei'Ir thl i^nrrf'suo^is °c'°u, "• 
Progranlva Savings and Loan dated sI^IlLr St"* tt*r from F,rtt 

tha general partner on October 2 l«ifi9 ? •ccepted by 
$330,000.00. If the loan with Flr!^ r * ^ ,n ^ •oount °f 

then the loan with Old Court Savlnot T* h*d be#n contunmated. 
There was no evidence In thai #11 ^ Loan Is a third aortgage. 
AUo, there ^r. ^Cra^e re,"" °f ""*■ 
financial statenent or tax returns o^ J^h •nd/or the aost recent 
•ZaAOJtd) and .23A(2)(c)Tr«P^tIv^y 
credit report or verification of deposit. contain a 

Cocrunt 4: 

Singer Road Joint Venture: 

i1" —   procedures ware used In aaklnc thl* in., >^«lh«r the proper 
or whether or not'the yoTn'^ d'H^ntT,UbU t0 th' JO,nt V*ntUr' 

Jh^n^fa^v^'fTr's?'" 0id tT* 'nd ^ ^ booked 
^Id have ^" 

Conment S: 

Aabtr U«v"f Llalt^l PartnerthIp; 

«iioT1.;";;;" s i"" «'■ '«"• 

A 2U;?. 
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Old Court Savingi and Loan, Inc. 
JOIMT VEimiRES 
 SUBSIDIARIES 

£S55S!li_5.: (Coot.) 

Tha original partnart wara: 

Waltar Otftot * 50t 

Old Court Joint Vanturv 40t 

Ro«* and Sanford Lavltt • lot 

loot 

OlS C^r^i? for of tha partnar., (W. Ot.tot, Jo!" Vantura. Rost and Sanford Uvltt) to mU Initial 

^ * Y*1 th« rag Ittar for Old Court Joint Vantura shoM a ch^ for $800 In capital contribution. 

HTflr?? Sfnfo,t L?v,tt •**'snad thalr thara to Old Court Joint Vantura At flr.t, AsjocUtlon parwonal could not find tha <loc«anu utad 

-ri "2vSd ^ ^ tha axaSnar. 
fro. tha ona. on tha Tar^hfJ'Ag^'nu W>Mr'd" 40 ^ dlff^t 

Cownant 6; 

Suwlt Rldoe Partnanhlpi 

Th.|Orl9lnal caplul contribution to Su-.lt Rldga Partnar.hlp wa. at 

* • 

Sm'a Corp- iso.ooo "hiIlp Altfald $50,000 

ssis ^ - - 

ufi-'ar r;si;-^r- 
-Ith*oo^«t^r^?IrM?*t

C!c
r!:r!?

d ^ • 53.571.000 Bortgaga 
ara to thara In tha proflti (25* P-rtnarthlp agraamant thay 

l^r'lnS^^l0!0' *?** ^Su"?lt Rld8• Jo,nt V«,tur* frt» tha ' Intaratt payaantt could only ba mada fro. tha loan »onay. 

*\0f. C,C"b*r' 'S82 ^oai not .ho^ any noactadnast to Maryland National Bank. Yat, tha flnt draw raouait 

aiUd"JhrAl^I«fo^T*?fJf ^'t62 t0 National Bank. Whan 
vldCait to 'i,—4 'or '"nd. borrow! by tha Indl- 
LIABILITY Of THE PA*TkF«s mK£S THE ,M0"TE0NESS A PERSONA!. 
IX OFF. PARTNERS AND PARTNERSHIP FUNDS SHOULD NOT BE USED TO PAY 

Ji 
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Old Court Saving* and Loan, Inc. - Subtldlary 

 OLD COURT INVESTMENT CORP. 

snt I: 

C®r»>or«,®n waral lta.i In IncoM for tha vaar and 

Tha affact on Nat Worth and Iiicom at 12/31/82 ara at follow*: 

• Inccaa 5 -onth* Katalnod tffict On 
Ending l2/il/8i tTnlng* Nat Worth 

lalanca 6A J2/31/82 , 3.776.70 (^,292.97)   

^"T, ^1"].;,^, (ls;02i..w (f 20,056.60) 

" ' "•77o'Mi 

Corp. took back loan* (2) 
for lOOt of Sala* Prlca § 
Stibsarkat Rat a 

L^nt^Lni)1 ^ M63-27) ( 277-^ ( '.746.77) 

■0nthl ( 750-38) < «.9W.58) (-2.679.96) 

Sal. of Harbor Croup (3) ( 29.665.S8) - ( 29.665.58) 

($104,909.77) ($61,526.21) 
Explanatory Note*: 

ox lo.ni thould xoi b. 
•" «"*>■' 0. 

(2) Iococm on a *al« of an a*tat *houId only ba racognlzad up to tha .mount of 

frLi y though Old Court lnva*t«Mt Corp. r.c.lv.d cih 
Zr'Vtlr"1 0 !!r "'".•ortg^,. by Old Court Saving* and 
« ^kir^uj "coB,n8 fro" *n unr#ut*d ,>,rty-R0th ,0*M 

(3) "[ lh* own«1 Sarvlca Corporation *hou1d b« recognized 
. * *nd not •oortl**<< ov.r 9 aonth* .* the .xocl.tlon I* doing. 

^ntr«!l!?lt0wbT!nfl 19 *0n^h, d,nn,'u«n'. L.k.* S.cond Mortg.g. I* .l*o 
on Lgulw/l^!!^*1^ ^ P^,nC,,>#, W*S t0 ^ ^ ^ S^.OOO 

Carmen t 2: 

Cattytburq Square limits P.rtner*hlp: 

1. A**oclatIon Director* Lavltt and Pa.rUt.ln ar. Involved In the ll>lted 
partner*hlp. The loan wa* not approved by tha DlvUlon Director ai 

^ T^U 9-307»(2)(")^ the appraliar wl.^ot Ipp^vad by tha DlvUlon Director a* required by Title 9*3078(2) (111). 

A 21 
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Old Court Savlngg .nd ten, Inc. - Sub»ldUry 

 OLD COURT IHVESTHEWT CORP-  

mt 6; 

Cownent 7; 

OUt 0f b*UnC' th* •■ount of 

Conmgnt B; 

Ca—>efit 9; 

Court Savings .nd Loan, .nd th. ^n ^^ ^!^LC0rp0rit,0? "• P*'" by Old 
l«tlon totaled $255,681.35 m ofTS d-t! This .ccmu- 
•ccuaulatIon dat.s b^k tl Tc?,0'^ CU"«flt —lotion. Thlt 
•r. on the pre-l»e*. Slnce^S peyilAtl hlv. ^ •*r,Uft <Uu for ^'ch recordi 
Invettaent Corporation on thli W received fro. Old Court 
of accounts receivable thou Id be tMnMrrJ"/"1""?1* P^^^t'on. thli part 
there -III not be any dlf^H f« •" Inve.fent eccount. Alihough 
picture of the -oun^U .nv^^*.n^^l 

'.r 
" lh* 0,1 W payment being "$19,600 which T Wtr 2 1/2 y,*ri< 
•ccount should be closely ionltored'a^ ^LT.f* !?.^8U,t of l982- Thl» 
therein should be deteralned and If calll^t y of 't•B, cont«lned 
U-s should be written off! "•notability U undeter.ln.ble. these 

iff 

A ^21B5 
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Old Court Savings LMn. ,nc. . jub.WUry 

   Pt-D COURT IWVE$TXEWT CORP. 
Cwntnt 2: (Cont.) 

Policies wo^td'lncludl IhrfonoXjt9"1*110"' 900d und#rwrIt'n9 

k. AsilgnMnt of r«nt». 

e. Financing Mata»ant. 

"■ •'     pirtnari. 

^v/r^lg^Mn^^nnJl.^t*!* t?l "■,t*d P*rtrv'ri 
on Information m+d, •vallabla In ^#11" ^ P^ojact. tasad 
totalad $5,000 fpr all tha Invafton. Initial lnvaft»ant 

'• Financial (tafanti of tha bo.lna.. purchase'. 

/^•Ivabla of Old 
C«ttytburg S.uara account on Old Court .nva.^C^r^:^ 

A ravlaw of tha appraisal ravaalad: 

•• Tha appraisal docs not Indicate If i 
•ttnbuM .o .h. u,.. ..il'.'M'.;':," 

s    •'o" "■ •" •' u- 

••cortj '''' do•, nQt thtM 0ld Cwrt InvMbunt Corp. «■ 

LULl: 

Tha association did not have av.n.ki « 
of Kuxton Post LLItad PartHJ.hlJ? ««Inatlon all tha books and racords 

Comaent It; 

T" ...n.u. 
Coawent S; 

Tha following loans ara unsecured e*c.n» ^ secured ^ept by notes, and appear to be consul loans: 
A. Loan 202: 

nor ^!Le^ri^j^srtt:l^c\rbur:h:f:"b?:I
th' borro-rs 

Thara I* no evidence of credit wir.r»t,i t'>elr •blllty to pay. 
9lvan as required by Regulation SllwV tII! P,Jrf>01* of ,Mn 

tha loan I. 9uirm J * Th# ««ln«r 

" required by M^^Tatlo^TSsc'otb)'.1 ^ dUc,0*ur* requlrenenU 

t^'nd/o? t he ^service "corporation IXJo ^ 'u^"" 0f   —" 
lUgulatlon .Ji9C(2). ^ "'on and JIO.OOO llailtatlons of 

-I 

J 

A 2ir.r> 
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^ ^ \ 
.V. 

Maryland Savings iijli^Mmurance Corpora lion 
' ^Av;i v .' "'■ / ■« ■«K»1l.OlNG 

SOI NO>i^^HOWARp^TREET 

BALTTIM^TRIET-TCID. 21201 

Paul v.trice, jr. 
v,Cf racsiotNT 

OOll 727-7810 

April 16, 198^ 

Mr. Charles H. Brown, 3r., 
Director, Division of Savings 

and Loan Association 
231 East Baltimore Street 
7th Floor 
Baltimore, Maryland 21202 

Dear Charlie, 

To be brief, the objections are: 

Court Sayings and Loan, Inc. does not appear to have 

f—^ ltS a.bility tofroP^y and satisfactorily maintain f^rati0ns and records in accordance with applicable 
gulations and/or acceptable industry standards. This general 

statement is basically supported by the following facts: 

a' ^ Di.visio"1
,s recent report of examination, dated December 31, 1982, reflects numerous and substantive 

comments reflective not only of concern to your agency, 
but, of equal concern to this Corporation; 

b. The date of the examination report, we believe is 
material, in that the Corporation, after considering'the 
serious nature and text of that report, has further concern 
for what the current status of the institution's operations 
and records might be. We would, therefore, request that, 
prior to rendering your decision, you conduct a current 

examination of that institution to determine whether 

K12 
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Mr. Charles H. Brown, 3r. 
April 16, 1984 
Page Two 

adequate improvement in the operations and records has 
been effected to the degree necessary to properly support 
and underwrite an expansion of its operations through the 
establishment of branch offices; 

* 
c. Old Court* fiscal year end is July 31, yet, in spite of 

numerous inquiries and requests, that institution has been 
unable to produce and submit an audited financial 
statement as required under both the Division* and the 
Corporation's regulation for the year ended July 31, 1983 
ut is our understanding that the independent certified 
public accounting firm conducting the audit has been 
waiting for certain several and material items, from that 
institution's management, necessary to the proper 
completion of the audit); 

2. The principals of Old Court are, as you know, principals in the 
First Progressive Savings and Loan Association, which has, we 
understand, similar numerous and substantive comments 
reflected in your most recent examination of that institution. 
Likewise, we would request that your office conduct, prior to 
rendering a decision on these branch applications, a current 
examination of that association to determine whether 
sufficient and satisfactory progress has been made in this 
instance to substantiate and effect the anticipated proposed 
merger of First Progressive with and into Old Court. 

Again, we note that the required audit reports for December 31, 1982 and 
December 31, 1983 have also not been remitted for First Progressive, and we further 
understand that the same independent certified public accounting firm is waiting for 
certain material items, necessary for proper completion of the audit, from the 
management of First Progressive. 

By way of explanation, the consensus of the seven (7) member Membership 
Committee, mentioned earlier, consisted of four (4) affirmative and three (3) 
abstaining. Those three (3) abstaining were representatives of associations located near 
one of the three proposed branch offices of Old Court and their abstention reflects their 
decision to avoid a potential conflict of interest situation. 

613 jr2i 
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Mr. Charles H. Brown, 3r. 
April 16,1984 
Page Three 

rJ? co?c,ujJ®n» 1 ^lieve ^ ^ only correct and fair to state that the Corporation P0 tive accomplishments of the principals heretofore mentioned iS 

!
cnha2cc the Profitability and net worth posture of both Old 

? Progressive, however, these accomplishments do not, from the ^^ation^ viewpoint, negate or otherwise minimize those serious and substantive 

e'wh|ch ^ belicve rnust ^ Pressed and corrected before any expansion of their operations can be considered.* 

me. 
If I can be of further assistance to you in this matter, please feel free to contact 

PVT/nc 

ccj Terry F. Hall 
Jeffrey A. Levitt 
Alan H. Pearlstein 
Jerome S. Cardin, Esquire 

614 
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WUCMCS ' i . STATE OF MARYLAND 
COVE^WO" v' CKARLtj M. BROWH, 

oincc-row 

FREOemCK t. OCVBCRRY 
SCCMETANV 

DEPARTMENT OF LICENSING AND REGULATION 
DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 

CAST CAITIMOAC ITRCCT . BALTIMORE, MARYLAND 21202 
scvcnth floor 

10« '«S»4M0 

ORDER NO. 

Subject: Application submitted by Old Court Savings and Loan Inc for 
permission to establish and maintain a branch office at i^Sth 
Street and Coastal Highway, 0<;ean City, Maryland 21842 

Application having been filed with the Director of the Divi- 

sion of Savings and Loan Associations for the State of Maryland by Old 

Court Savings and Loan, Inc., 16 South Calvert Street. Baltimore. Mary- 

land 21202. 

and notice of such filing having been duly published In accor- 

dance With Section 256P(b) of Article M of the Annotated Cod. of Hary- 

l.nd and Section S-309(c) of the Financial Institutions Article of the 

Annotated Code of Maryland. 

AND no timely protest having been received. It Is the finding 

of the Director of the Division of Savings and Loan Associations for the 

State of Maryland that the establishment and maintenance of a branch of- 

fice at 125th Street and Coastal Highway, Ocean City, Maryland 21842 

will promote the public Interest, convenience, and advantage and will be 

efficiently operated In accordance with the provisions of the Subtitle 

and Is hereby approved. 

PROVIDED further that: 

1. If the branch office Is not opened and operating 

within six months from the date hereof, this ap- 

815 
•'LT.MORt MtTRo Awt:A „f^JJ0 IIIB42 
OUTJIOE Baltimore vctro area ttv ro- 
TOL4.-rREt t.«00.4S2.?tj| ttv roR otAr 



prove I shall become null and votd unless an exten- 

sion Is requested and granted. 

2. and that the Division Is notified In writing of the 

opening of this branch office at least five days 

prior to Its opening. 

Witness the Seal of the Division of Savings and Loan Associa- 

tions and the hand of Its Director this 20th day of August, 1984. 

Ch, 
Division of Savings-and Loan 

Associations Associations 
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fv MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMITTEE 

WEDNESDAY. March U. 1984 

The regular monthly meeting of the Membership Committee of Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation, 

901 North Howard Street, Baltimore, Maryland, on February 8, 1984 at 1*00 P.M. 

Members present: 

Henry R. Elsnic, Chairman John D. Faulkner, 3r. 
WiUiam F. Brooks, Jr. Frank L. Hewitt, m 
Michael 3. Dietz James D. Laudeman 
Jerome F. DoLvka David F. Wallace 

Others present: Charles C. Hogg, n. President; Ralph K. Holmes, Senior 

Vice President; Paul V. Trice, Jr., Vice President; Martin W. Becker, Financial 

^ - Analyst; William F. Mahon, Review Analyst. 

Mr. Elsnic called the meeting to order. Mr. Trice indicated that the minutes 

of the February 8, 1984 meeting should be changed on Page 2, statement 5 to read 

"A written statement concerning any consideration given by First Maryland or its 

subsidiaries to any third parties for the purchase of stock." The minutes were 

accepted as amended. 

MEMBERSHIP REPORTS 

Martin Becker reported that he and Mr. Trice have reviewed the certilied 

audit report (or John Hanson Savings and l/ian He indicated that the 

association's report was prepared on GAAP basis (generally accepted accounting 

principales) rather than a RAP basis (regulatory accounting principles). The 

association was given an unqualified opinion on the report. However, Mr. Becker 

and Mr. Trice both indicated that they took exception to the manner in which a 

recent issuance ol stock is reported in the report. Mr. Trice, after conferring 

with other authoritive sources, determined that a contra-account in the amount of 

-iGlT"043 
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Vv $2,323,060 should be established to the capital stock account, which would 

appropriately reflect the substance of the transaction. The affect on the net 

worth of the association is a reduction from a net worth ratio of 3.97% to ratio of 

3.4596. 

Mr. Trice reported that the management of the association was notified in 

writing of the need to change their reporting of net worth in conformity with the 

aforementioned method. Management for John Hanson has responded to Mr. 

Trice* notification, and they maintain that their original treatment in the audited 

report is correct. Mr. Trice indicated that he is obtaining a written opinion from 

both Touche Ross and Company and the F.H.L.B.B. in support of staff* position. 

Mr. Trice indicated that the associaton may choose to litigate the matter. 

In another matter, John Hanson has notified the staff of MSSIC that it has 

objections to MSSIC* proposed amendment to Section 3-211, and has requested a 

V hearing be held on the proposal. Mr. Trice indicated that a hearing will be held. 

Mr. Holmes reported that John Hanson has submitted a request for the 

merger of Westowne Savings and Loan and Milton Savings and Loan into John 

^anson* Milton Savings and Loan is an uninsured savings and loan based in 

Delware with assets less than $100,000. Mr. Holmes reported that the affect of 

the mergers using purchase accounting would be nominal in relation to the net 

worth ratio. The net worth ratio would decline from 3.05% to 3.41% if both 

mergers took place. Mr. Holmes reported that Charles Brown, Director of the 

Division of Savings and Loan Associations has discussed the merger of Milton 

Savings and Loan with the Delaware Bank Commissioner and while not yet 

approved, he anticipates that the merger would be approved in Delaware. Mr. 

Holmes indicated that the Assistant Attorney General assigned to the Divison, has 

evaluated the merger of Milton Savings and Loan and can find nothing in the law 

to prohibit the merger. Mr. Terry Hall, counsel for MSSIC, reported that he has 
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reviewed the merger with Milton Savings and Loan and agrees with the Assistant 

Attorney general that Maryland state chartered savings and loans can have out of 

state branches. Furthermore, MSSIC would have both the authority and the 

obligation to insure the savings accounts for an out of state branch. 

Mr. Elsnic asked," What is the net worth ratio minimum required by the 

Division for the approval of a branch?" It was the concensus of the committee 

that <*% Is required by the Division, except when a branch is established through a 

merger, then it appears that this requirement may be less, or not even 

considered. 

Mr. Wallace indicated that he received a copy of a letter dated March 9, 

1984 outlining IS questions concerning the John -Hanson merger with Milton 

Savings and Loan written by Mr. Elsnic and addressed to Mr. Hogg. Mr. Hogg 

reported he had not yet received the letter. Copies of the letter were distributed 

to members in attendance at the meeting. Mr. Wallace indicated that he was 

particularly concerned about the impact of out-of-state mergers on MSSIC. He 

listed the following as questions to be discussed: 

1. How does MSSIC and the state monitor an out-of-state branch? 

2. John Hanson has often been in violation of various MSSIC rules and 

regulations. What assurance do we have that the merger of Milton will not create 

additional problems.? 

3. The merger appears to be legal but is it advisable? 

Mr. Wallace indicated that he is not opposed to an out-of-state merger per 

se, but this is a policy question for the Board to decide. 

Mr. Faulkner asked the question of whether a merger can be approved or 

disapproved based only on a geographic basis or if the financial position must be 

considered? 

Mr. Hall indicated that a merger can be disapproved if an association fails 
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to meet the standards established by MSSIC. A disapproval based solely on 

geography may be a problem. Mr. Laudeman commented that state lines are 

arbritrary in approving or disapproving the branch. Market areas should be 

COnSidered' 10 addition ** commented that a branch in Delaware is not the issue 

because any branch is still subject to MSSICs jurisdiction. Several members 

indicated they felt standards for the approval of out-of-state mergers and 

branches should be established. In addition, the question was asked of whether 

approving this merger created a precedent for other out of state mergers? 

Mr. Hogg commented that MSSIC can handle out-of-state branches. In 

addition, he agreed that criteria for evaluating mergers should be established. Mr. 

Diet2 ask^ i* John Hanson is in violation of any MSSIC rules and regulations? It 

was reported that association is in violation of the net worth rule. A comment 

was made whether MSSIC had formally changed Section 3-211A(2) requiring an 

increasing net worth percentage. It was reported that MSSIC had not rescinded 

this portion of the rule, but had placed greater emphasis on the 3.00% benchmark 

for an insurance agreement and 3.75% for potential sanctions as a result of the 

adverse economy in 1981/82. Mr. Dietz indicated that he could not support the 

merger o£ Westowne Savings and Loan and Milton Savings and Loan into John 

Hanson and made the following motion: 

"The propopsed merger of Westowne and Milton should be disapproved until 

such time as John Hanson's net worth ratio reaches U% of savings". 

The motion was approved by a vote of 4 to 2. 

Mr. Holmes reported that a proposal has been submitted by Second National 

to merge with Lewes and Rehoboth Savines and l nan a Delaware based 

association. Lewes and Rehoboth is an uninsured savings and loan with assets of 

$750,000. Mr. Holmes reported that the merger will have a nominal affect on the 

net worth of Second National reducing the net worth ratio from 5.24% to 5.23%. 
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Many of the same points made concerning the merger of John Hanson 

Savings and Loan with a Delaware based savings and loan were made concerning 

the appropriateness of Second National merging with an out of state savings and 

loan. Mr. Hogg suggested that a motion to approve the merger should be tabled 

until criteria for approving or disapproving a merger could be established. 

Mr. Laudeman again commented that market areas should be used as a 

criteria, not state lines. 

Mr. Dietz asked if Second National was in violation of any MSSIC rules and 

regulations. It was reported, based on their S/L-200A, that the association is 

apparently in violation of Section 3-217 concerning mortgage commitments and 

L.I.P, but that details on this were requested from the association. A comment by 

Mr. Hogg was made that he had reason to believe that the association was in 

compliance and that the violation was attributable to a reporting error. 

Mr. Wallace made the following motion: 

"The Committee recommends the Board approve the merger of Lewes and 

Rehoboth Savings and Loan with and into Second National subject to the approval 

of the director." The motion carried with 3 affirmative votes and 2 abstentions. 

Mr. Brooks did not vote. 

After discussion, the concensus of the Committee was that it recommend 

to the Board to the establishment of criteria for the purpose of approving or 

disapproving mergers. 

Mr. Holmes reported that upon review of Severn Savings And Loan's 

construction loan violation, it has been determined that the association is actually 

in compliance. Mr. Holmes also reported that the management of Severn has 

requested a release of the hypothecation of savings accounts, due to compliance 

currently with the MSSIC net worth ratio rule and the terms of the hypothecation 

agreement. Mr. Holmes indicated that the hypothecation would be released. 
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Mr. Mahon reponed „„ his recent review of ^ ^ ^ ^ _ 

He reported ,ha, ,!« association was currently addressing certain internal control 

problems. New personnel have been hirtd jn additjon 

Mr- ^ loan documentation is somewhat poor but 
shoujd improve with the additional personnel. 

Mr. Trie, updated «he Committee on the negotiations to an France 

wi* Liberty Savings and , nan _ Mr. Trice reported he is awaiting the 

certified audit report which may contain significant adjustments. Mr. Trice 

indicated he win no, commit MSSIC to an Insurance Agreement until such time as 

*« financial position of the association can be determined. Mr. Trice reported 

he will prepare a letter of underst^ding, ,o be reviewed by counsel, which 

WiU * Pr~n,ed ,0 "* ~ve as a form ot a preHminary 
insurance agr«men,. Mr. Trice reported that incMng the affects of delinquent 

loans and the nonn-ecognition of interest from those loans, the association has 

indicated that a profit of$70,000 will be realized in March. 

Mr. Trice reported that he .has notified in writing. Firs, Maryland ^ 

JCitoan that a recent issurance of a $1,000,000 subordinated debenture will not 

qualify for the purpose of complying with the MSSIC net worth rule. The 

transaction has been determined no, to be „ "arms length ^ansac,^- „ ^ 

affiliated transaction" and therefore does no, qualify as a proper form capital. 

IV management of Firs. Maryland has so far not responded to Mr. Trice, 

notification. 

Mr. Becker presented the Committee with a schedule illustrating actual vs 

projected net worth for Chevy Chase Savings and Loan. Mr. BecKer reported that 

both Chevy Chase and Government Services have exceeded their net worth 

projections. This is due primarily to the change in the status of the Artery project 

ln C~nt SeViC" - «» ^ * *<•> associations to a more liberal 

-6- G22 21 



. ■ . (■** 

income recognition on certain securities which is allowed under state regulations. 

Mr. Dolivka reported that he, Mr. Neifeld and Mr. Dietz had agreed to 

meet with Mr. Laudeman earlier in the day to listen to Mr. Laudeman's comments 

concerning Chevy Chase's Insurance Agreement. Mr. Dolivka further commented 

that he had contacted Mr. Hall, counsel for MSSIC and Mr. Hogg, concerning the 

potential for a conflict of interest as specified under Section 2-803 of the MSSIC 

Rules and Regulations in attending a meeting with Mr. Laudeman concerning 

Chevy Chase. 

Both Mr. Hall and Mr. Hogg indicated that in their opinion, a conflict of 

interest did exist but recommended to Mr. Dolivka that he consider attending the 

meeting with Mr. Laudeman in the interest of resolving any misunderstanding 

concerning the proposed amendments to the Chevy Chase Insurance Agreement. 

Mr. Laudeman indicated that he had requested the meeting not as a negotiator for 

Chevy Chase, but in an information gathering and sharing capacity. Mr. 

Laudeman reported that apparently a misunderstanding has existed concerning the 

proposed new Chevy Chase Insurance Agreement. Mr. Dolivka indicated that the 

intent of the Chevy Chase Insurance Agreement Committee was to require that 

Mr. Saul sign the proposed insurance agreement or a letter of intent agreeing that 

should the association fall below 3.00% net worth on a consolidated basis, that he 

would enter into a new insurance agreement, substantially in form as that 

proposed by the Committee and should the association fall below 2.00% net worth 

, a voting trust clause would be activated. Mr. Laudeman reported that he would 

convey this information to Mr. Saul and that he could not speculate as to the 

acceptance of this proposal. It was noted out that some of the difficulty 

surrounding this new insurance agreement or letter of intent may have resulted 

from ambiguity in the drafting of the agreement. 

Mr. Holmes reported that a meeting was held at MSSIC between members 
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of staff, the Division, and representives of Old Court and First Progressive. Mr. 

Holmes reported that the primary purpose of the meeting was to make aware to 

Mr. Levitt and Mr. Pearlstein certain conditions considered unacceptable by the 

staff and discuss appropriate measures for correction of these conditions. In 

particular, it was reported that as a result of First Progressive's involvement with 

a lost/stolen credit card reporting company, that losses in excess of $500,000 may 

exist at First Progressive. As a result of this meeting, it was agreed that: 

1. Roger Rosen would be dismissed from First Progressive. 

2. The certified audit report of 12/31/82 for First Progressive would be 

completed by March 28, 198<f and submitted to MSSIC. 

3. Action Line (lost/stolen credit card reporting company) would be sold. 

4. Jeffrey Levitt and/or associates will hypothecate $500,000 in savings. 

Mr. Hogg commented that he instructed Mr. Levitt at the meeting to reduce Old 

Courts and First Progressive^ aggressive savings solicitations/programs, especially 

brokered deposits. 

It was reported that the goal of management at Old Court is to merge First 

Progressive into Old Court. 

It was reported that due to the duration of the meeting, the presentations 

of a proposed change in the liquidity rule and the brokered deposit survey results, 

would be postponed until the next meeting. 

Mr. Hogg indicated that a series of articles continue to appear in the local 

papers, primarily The Washington Times. Mr. Hogg indicated that a Washington 

Times reporter appears to be receiving confidential information from a source 

either affliated with MSSIC or the Divison. Mr. Hogg cautioned against talking to 

reporters concerning confidential information and indicated he would serve as 

spokesman for the corporation. 

Mr. Hogg reported both he and Mr. Holmes would not be in town at the next 
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regularly scheduled Committee Meeting. It was agreed to change the next 

meeting to April <fth at 1:00 P.M. 

There being no further business, the meeting adjourned at 4:53 P.M. 

'dedU 
Secretary of the Meeting 

MWB/nc 

V. 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

REGULAR MEETING OF DIRECTOPS 

WEDNESDAY.MARCH 2&. i9ik 

The regular monthly meeting of the' Board of Director# of Maryland 

Savings-Sure Insurance Corporation w« held «h« offic of ttx CorporaUon, 

>01 North Howard Street, Baltimore, Maryland on March 28,1»M. 

"Hie following Directors were present: 

Frances F. Anderson Henrv p 
Leonard Bass E1^mC 

Joseph P. CarroU FkF^UJk^r> *• 

11 M1<:haei 3-Dietz *• 
'S Jerome F. Dolivka w m i 

John C. Donohue, Sr. W- "• Prerson 

Others Present: Charles C. Hogg, n. President; Ralph K. Holmes, Senior 

Vice President, Martin w. Becker, Financial Analyst; Patrick M. McCracken, 

Administrative Coordinator; Terry F. Hall, Venable, Baetjer and Howard; and 

Craig T. Garrison, Union Trust Company of Maryland. 

Mr. Faulkner called the meeting to order at 9:30 a.m. and acknowledged 

that a quorum was present. 

INVESTMENT REPORTS 

Mr. Garrison reviewed the financial reports and the general economic 

narrative. Following a briel discussion Mr. Garrison was excused from the 

meeting. (Copies of the financial reports and the narrative are attached to the 

permanent file copy of these minutes.) 

READING OF PREVIOUS MINUTES 

Following a brief review of the minutes of the prior Board meeting, Mr. 
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P&ssed unanimously. 

TREASURER'S REPORT 

Mr. NeifcW revl.weO tht «„,«!«) md dlttrlbuted m vldltional 

page of data. 

Mr. Dollvfca mow) th,. ^ Report be .ccpted. Mr. CwoU 

-^nded .^d motion «rrled uMnimo^ly. (Coplo, „£ the Ftamew 

Statements we etttched to the permment file copy of the* minute*). 

MEMBERSHIP COMMnTEE 

Mr. EtoJc reviewed the ndnute. of tte MemberAlp Committee Meeting. 

Among the items he noted from the Committee Meeting ««, the need for 

criteria for merger*, brand, office, and merger* which re«at in branch office,, 

Chevy Chaas projection, and the ««Hor a iuvu resold on frelr'net worth 

f«ltlon .d w, « Fim Progre«ive In exce* of JJOO.OOO due « a«tt, ard 

company nusmanageoient. 

r ^ comnutlee minutes were referred back to the 

Membership Cammittee for further di«3mion._Mr. Pierson moved that the-report 

of the Membership Committee as given by Mr. Elsnic be accepted, notify that the 

committee minute, might be corrected. Mr. Carroii seconded the motion which 

passed unanimously. 

Mr. Hogg announced that Jennifer Undsey Trice w« bom a, *» A.M. ^ 

morning. 

Mr. Pierson moved that „ Wopria,e re«,lu,ion be f«ssed congratulating 

Mr. and Mrs. Paul V. Trice, Jr., on the birth of their daughter. Mr. Bass seconded 

the motion and it passed unanimously. 

Mr. Hogg then commented on the structure and pro«d„re involved in a 

hewing on a proposed regulation. He noted that debate wxl dlscmslon are proper 

following the hearing. 
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Mr. Whit lock of John Hanson Savings and Loan entered the room and read a 

Prepared statement which presented opposition to the recommended amendment 

to Section 3-211(AX3XgXi) (a copy of the prepared statement is attached to the 

permanent fiie copy of these minutes).   

During discussion which followed the hearing Mr. Whitlock expressed 

concern regarding definition of the word "cash"! the confusion created by apparent 

disagreement befefeen regulations of the Division and MSSICj and the lack of any 

clear Indication of the motivation of this proposed change. 

Comments from the Board Included discussion of the word "value" such as 

* value achieved by Independent appraisal" in place of the wort "cash", the 

Possibility of including an exception for stock dividend payment, and that the 

Board* motivation to make this change springs from their coocetp th^t creating 

net worth from within the association Is an unsafe practice. 

Mr. Whitlock closed the discussion with the comment that the basic 

questions is whether the rtate did the rightthing.in approving John Hanson* stock 

transaction .and_was the stock paid for! in cash or was it not paid for in cash. 

Mr. Whitlock left the meeting and Mr. Faulkner summarized that one issue 

is whether the state's actions were proper or improper, however, he noted there 

are also accounting and semantic issues involved. 

Mr. Hogg said that both louche Ross and the FHLBB support the MSSIC 

staff position; that position accepts the transaction but does not include the new 

stock in the net worth of the association. 

Mr. Faulkner referred this matter back to the Membership Committee and 

noted that some modification in language may be in order. 

Mr. Hogg indicated he would contact louche Ross to clarify the concept of 

value and he would also communicate with Mr. Whitlock and the Membership 

Committee. 



At this juncture, Mr. Carroll hit the meeting and therefore was not 

Present for any vote beyond this point. 

Mrs. Anderson gave the report on the Audit and Budget Committee. 

Discussion included a brief review of the addition to the loss reserve. Mr. Bass 

moved to accept the committee report. Mr. Laudeman seconded and the vote was 

unanimously iavorable. 

Mr. Hogg reviewed in detail his memo regarding moving expenses and fixed 

asset expenses. He noted that the total represents a $25,135 net increase in 

relocation expenses. 

It was the consensus of the Board that staff secure additional prices on new 

office furniture for the senior vice president and the lile units. 

Mr. Laudeman moved that the requested increase of $25,135 be approved, 

with the understanding that those items mentioned be further investigated. Mrs. 

Anderson seconded and the vote received a favorable majority with Mr. Neifeld 

opposed. 

Mc. Donohue -requested that staff prepare a list of trade in items for 

possible purchase by others. 

OLD BUSINESS 

Mr. Elsnic commented that he is not satisfied with the handling of the 

Chevy Chase matter. He said he thinks this matter is now the Board's 

responsibility and that appropriate action should be taken. Avoiding that 

responsibility, he added, would be negligence in his opinion. 

Mr. Faulkner responded that there is a variety of sentiment among the 

Board members on this matter and that several are in agreement with Mr. Elsnic. 

He added that due to events at recent Membership Committee Meetings he is 

encouraged that the Corporation will determine a conclusion to this matter. 



m 

During discussion, Mr. Hogg stated that regarding Chevy Chase's 

accounting issues (equity accounting, non-earning asset, etcj MSSIC staff has 

taken a position contrary to CAAP with the support of the Board. He added this 

has been in effect for the past 15 months. 

Further comments Included the fact that MSSIC has not recognized the 

equity accounting as a condition of the approval of the original purchase of 

Government Services by Chevy Chase and that MSSIC riwuld get from both 

accounting and legal perspectives a basis on which to make a decision in this 

matter. 

The discussion terminated with Mr. Bass moving that the Board authorize 

both the Corporation's independent accounting firm (louche Ross & CoJ and 

outside legal counsel (Venable, Baetjer and Howard) to promptly examine the 

Corporation* position as to evaluating Chevy Chase Saving and Loan and the '7. 

accounting treatment. 

M1"?* Anderson-seconded this, motion which received majority approval with 

Mr. Laudeman abstaining. 

Mr. Neifeld asked if an updated copy ofthe MSSIC Charter, Bylaws, Rules 

and Regulations was soon to be distributed to the membership. 

Mr. Hogg said the entire document is prepared but has not been proofread 

at this point. 

Mr. Faulkner suggested that staff draft a letter to the members recounting 

the events at the February 29, 1984 Special Meeting of Members. 

Mr. Laudeman suggested that specific sections of the Bylaws might be 

addressed such as removing section 7 from the Bylaws and placing that section in 

the Rules and Regulations. 

Mr. Faulkner requested that the Bylaw Committee meet to study possible 

alternatives to speed the revision of the Bylaws. 

-5- 
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Old Business concluded with Mr. Fauikner sending the items of 

restrictions/iimitations on total MSSIC insurance and the issue of "brokered 

deposits" to the Membership Committee for its review and recommendations. 

NEW BUSINESS 

Due to the relationship of the next matter to Mr. Faulkner's association 

(Community Savings and Loan, IncJ he relinquished the chair to Mr. 

Mr. Bass presented a request from Community Savings and Loan for the 

Board's approval of the association issuing a $1 million subordinated debenture. 

It was noted that Community Savings and Loan is aware that this is a non- 

cash transaction and that ultimately It may not be counted as net worth. 

Mr. NeifeW moved that this request be approved. Mr. Laudeman seconded 

and the vote received majority approval with Mr. Faulkner and. Mri Anderson 

abstaining. 

Mr. Dietz asked Mr. Faulkner if there were any loans to the parties 

involved in the subordinated debt transaction. 

Mr. Fauikner asked both counsel and the Board members if there was any 

objection to his responding to the question. Hearing no objection he stated that no 

ioans were involved in this transaction to any of the related parties. 

Mrs. Anderson then asked if a nominating committee would be formed to 

Put forth candidates for the various officer positions of the Corporation. 

Mr. Pierson said that no mention of the need for a nominating committee is 

made in the MSSIC Bylaws or Rules and Regulations. 

Mr. Donohue asked if public members are eligible for the position of 

Chairman of the Board. 

Mr. Hall indicated that they were. 

Mr. Faulkner said that the nomination and ejection of officers could be 

discussed and could take place at the next regularly scheduled meeting of the 
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Board (April 25, 19$<0 

Board took a short recess and then agreed to work during lunch. 

REPORT OF THE PRESinFNiT 

Mr. Holmes gave a brief update on Federal Reserve Regulation Y and also 

on U. S. Congressman Leach*5 Bill. 

Mr. Hogg said that there was little business other than the audit report to 

be presented at the annual meeting. 

He indicated that the policy regarding Directors attendance at the annual 

meeting is that each Director will receive a complimentary "guest" ticket to the 

meeting and that the member associations will each get a "Member" ticket. 

Mr. Hogg noted that Senate Bill 576 (empowering the Director to remove 

officers and/or Directors from state-chartered savings associations) the 

state senate and that the original amendments were deferred to summer study. 

Mr. Elsnic asked Mr. Brown why he opposed recent legislation regarding 

ackied xjuaiifications for MSSIC director eligibility. Mr. Brown indicated that he 

- 0PPOsed it .for the same reasons he originally opposed it. 

Mr. Hogg reviewed a list of criteria for merger approval. Mr. Dolvika 

presented a list of criteria which was generated by a segment of the Membership 

Committee. It was noted that this matter should be coordinated with the 

Division of Saving and Loan Associations. 

Mr. Faulkner directed staff to notify the members that the Board of MSSIC 

feels a study of criteria for branching, mergers and mergers where branches result 

is in order and that this notice should solicit comments. 

Mr. Neifeld asked why the Board would want to control branching. 

Mr. Elsnic responded that the Board may not want a troubled associaton 

branching. 

Mr. Hall stated that any final regulations resulting from this study would 
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require Mr. BrownS approval. 

Mr. Brown said that preliminary aproval has been given to the merger of 

Westowne Savings and Loan with and into 3ohn Hanson Savings and Loan. He 

noted that the rule regarding an association's net worth ratio being below U% 

doesn't apply in mergers. 

After discussion, Mr. Pier son moved that the Board approve the 

recommendation of the Membership Committee regarding the decline of approval 

of a merger either of Westowne Savings and Loan and Milton Savings and Loan of 

Delaware with and into John Hanson. 

Mr. Dietz seconded the motion. 

Mr. Uudeman then asked why the Board- should deny the Westowne 

merger. He questioned whether there is increased insurance risk or anti-trust 

considerations? 

Mr. Dietz responded that disapproval should be based on the fact that John 

Hanson Saving and Loan is invioiation of MSSICs rules and regulations concerning 

net worth. 

Tfce vote received majority approval with Mr. Uudeman and Mr. Bass 

abstaining. 

Mr. Holmes reviewed the events which lead to the current Officers Benefit 

Program. Mr. Hogg concluded that the question was should the Corporation fund 

the program in 1983 the way it was funded in 1982. Mr. Hogg characterized the 

plan as a substitute for stock options or profit sharing which are not available to 

MSSICs officers. 

All non-Board members were excused from the meeting and the Board went 

into executive session. 

After a lengthy interval, Mr. Faulkner asked that the excused persons 

return to the meeting. 

f? *3 
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the unanimous consensus of the Board that the officers benefit program be 

adhered to in the strictest sense as originally intended and to consist of a 596 

deferred compensation program. 

At this conjecture, Mr. Dolivka left the meeting and therefore was not 

present for any vote beyond this point. 

Mr. Hogg said that MSSIC staff, primarily Martin Becker, wold make a 

financial analysis presentation to the Board of Commissioners during executive 

session at their April 12, 198* meeting. Mr. Hogg stated that staff welcomes this 

opportunity to facilitate better communication between the Division and the 

Corporation and that this may only mark the beginning of potentially providing 

print out Information and perhaps a terminal linked to MSSIC* computer system. 

Mr. Pierson said that consistent with security of the data he supports 

improved communication with theDivision Director and his staff. 

Mr. Bass discussed a recent letter to Mr. Brown from Universal Savings and 

Lo^ which indicated confusion regarding the exceeding crfUmits on lending. Mr. 

Hail addressed this-point by indicating that while the Gam-St. Germain Act did 

override state laws on this subject, it did so only for those savings and loans 

chartered by the Federal Home Loan Bank Board. 

During a brief update on selected associations by MSSIC staff, Mr. Brown 

indicated that the Attorney General is reviewing the Custom Savings Association 

matter and the possibility of restitution but that the Attorney General has as yet 

not directly addressed the matter. 

Mr. Holmes reported that First Progressive Savings and Loan without 

MSSICs knowledge or approval has indulged in a credit card operation known as 

Action Line". He indicated that this involvement has resulted in losses due to 

improper management. Mr. Becker indicated that losses could occur in two 

events. The first in the amount of $600,000 and the second amount of 
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approximatley $350,000. It was reported that MSSIC currently holds a $109,000 

joint MSSIC/Division hypothecation and that the Division is obtaining another 

$500,000 joint MSSIC/Division hypothecation from Messrs. Levitt and Pearlstein. 

It was also noted that First Progressive Savings and Loan must seek both MSSlCs 

and the Divisions approval before merging with and into Old Court Savings and 

Loan. Mr. Hogg indicated that this matter has been very frankly discussed with 

Mr. Levitt and that staff will closely monitor this matter. 

Mr. Hogg reviewed a proposed -Message from the Board of Directors- from 

the 19&3 Annual Report. It was the consensus of the Board that this be approved 

(a copy of this message is attached to the permanent file copy of these minutes). 

Mr. Hogg stated that the Corporation's Loan agreement expires on April 30, 

19U and that the new agreement will be a roiling forward of'the same 

arrangements. 

First National of Chicago 

Riggs 

Mellon 

Union Trust Company 

Equitable 

Mr. Hogg said h. would attempt to negotiate a reduction in the $50,000 

agents fee to lirs, National of Chicago. Mr. Hogg requested the Board's approvai 

of a resolution authorizing the three staff officers to act on behalf of the 

Corporation in this matter. 

Mr. Donohue moved approval of the resolution 

218*2 

635 
-10- 

(Dollars in Millions) 

$25 

$13 

$10 

$7 

£ 



p: 

Mr. Uudeman seconded the motion which passed unanimously. 

TW being no further business Mr. Dietz moved that the meeting 

Adjourn. Mr. Bass seconded and upon a unanimously favorable vote, the meeting 

adjourned at 3il9 P.M. 

CCH/PMM/nc 
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MARYLAND SAVINGS-SHARE INSURANTF CORPORATION 

MEMBERSHIP COMMTTTEE 

WEDNESDAY. APRIL ». 1984 

The regular monthly meeting of the Membership Committee of Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation, 

901 North Howard Street, Baltimore, Maryland, on February 8, 1984 at 1:00 P.M. 

Members present: 

Others present: Charles C. Hogg, n, President; Ralph K. Holmes, Senior 

Vice President; Paul V. Trice, Jr., Vice President; Martin W. Becker, Financial 

Analyst; William F. Mahon, Review Analyst; Terry F. Hall; ,Venable, Baetjer and 

Mr. Elsnic called the meeting to order. The following amendments were 

made concerning the minutes of March 14, 1984. First, Terry F. Hall was in 

attendance. Second, paragraph two, page seven should read "It was noted that 

some difficulty surrounding this new insurance agreement or letter of intent may 

have resulted from a misunderstanding pertaining to the agreement." Third, 

paragraph two, page seven strike the phrase "substantially in form as that 

proposed by the Committee". The minutes were approved as amended. 

MEMBERS' COMMENTS 

Mr. Brooks commented that he is concerned about the Corporation's 

"Henry R. Elsnic,"Chairman 
William F. Brooks, Jr. 
Michael J. Dietz 
Jerome F. Dolivka 

John D. FaalknerpJrT ~ 
Frank L. Hewitt, IH 
James D. Laudeman 
David iv-Wallace  

Howard. 
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apparent lack of progress in resolving problem institutions in a timely manner in 

that they seem to appear on the agenda of the Committee month after month. He 

inquired about the specific actions that are available to the Corporation in 

attempting to resolve the violations of member institutions. Mr. Hogg responded 

that the Corporation has the abUity to issue a cease^nd-desist order against 

specific actions. Mr. Hogg indicated that it has been his policy of attempting to 

work with associations in resolving their problems rather than automatically 

granting financial assistance from the Corporation and/or thereby incurring an 

insurance loss. 

Mr. Brooks inquired about the procedures taken by staff once a violation is 

discovered. Mr. Mahon indicated that he notifies in writing all associations that 

are in violation of a rule or regulation and requests confirmation of the violation. 

In addition, a statement indicating corrective action is requested. It was reported 

that difficulty exists in the substance of many responses to violations. 

Management of associations point to differences in State and MSSIC regulations as 

a reason for non-compliance. In come cases, responses elicit a debate on the 

appropriateness of a rule or regulation rather than a course of corrective action. 

While many Committee members agreed that it may be appropriate to review 

certain MSSIC rules and regulations for revision, it was the concensus of the 

Committee that it is essential that member associations comply with existing 

MSSIC rules and regulations until such time as they are revised. 

REPORTS BY STAFF 

Mr. Trice reported that Liberty Savings and Loan. Association is currently 

operating profitably exclusive of the designated deliquent loans. Mr. Trice 

indicated that a letter of understanding which will serve as a preliminary 

insurance agreement has been submitted to Terry Hall for review. Mr. Brooks 

inquired about whether a suitable merger partner for Liberty Savins and m™, 
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Association has been obtained should the association fail to meet the terms of the 

agreement. Mr. Hogg indicated that a specific association has not been 

determined, but the Corporation has a list of associations which have indicated a 

desire to acquire other associations. 

Mr. Trice presented the Committee with a report on possible merger 

guidelines to be adopted in an attempt to uniformly consider applications lor 

mergers and branches. (A copy of this report is attached to the permanent copy 

of these minutesj After a lengthy discussioh, the Committee agreed that the 

subject deserved additional consideration and scheduled a special meeting of the 

Committee for the specific purpose of developing merger/branch criteria and 

related proposed regulations. The meeting will be held on April 18, 1984 at 9:30 

A.M. 

Mr. Becker reported that the Corporation has received the certified audit 

report of Fairfax Savings Association for the fiscal year ending 9/30/83 performed 

Warwick, Mitchell and Co. Mr. Becker indicated.that the report has a 

qualified opinion due to use of state regulatory accounting practices. In addition, 

a management letter was included which indicated no significant material 

weaknesses. 

Mr. Mahon updated the Committee on First Progressive Savings and Loan. 

Mr. Mahon reported that he was very concerned that the association's borrowing 

using reverse repurchase agreements now exceed 100% of the association's 

savings. Mr. Mahon reported that the investments obtained through these reverse 

repos are currently in a market loss position should they have to be sold. Mr. 

Mahon indicated that the increase in borrowed funds was both unknown to him and 

in direct contradiction to instructions from the MSSIC staff to decrease the 

association's borrowed funds. Mr. Becker reported that First Progressive did not 

submit the completed certified audit report as of December 31, 1982 at our Board 
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of Directors meeting in March but did submit a preliminary audit report which had 

already been received by MSSIC several months ago. After a lengthy discussion 

concerning First Progressive, staff was instructed to evaluate the investment 

portfolio of First Progressive to determine potential market losses. In addition, 

due to the continued and unreasonable delay in providing these certified audit 

reports, a motion was made, seconded and duly passed instructing staff to notify 

the management of First Progressive Savings and Loan that if the certified audit 

report for the year ending December 31, 1982 is not deiiverd to MSSIC by April 

23, 1984, that it is the recommendation of the Committee that the Board of 

Directors of MSSIC employ, at the association's expense, Independent auditors of 

its choosing to perform the December 31, 1982 certified audit. In addition, if the 

certified audit report for December 31, 1983 is not completed and delivered to 

MSSIC by June 30, 1984, that independent auditors are, likewise to be employed by 

the Corporation at that association's expense to perform the December 31, 1983 

audit. Further discuwion revealed that the certified audit report for the fiscal 

year ending July 31, 1983 has not been received from Old Court Savings and Loan. 

inc^ Due to an unreasonable delay in obtaining this audit report, a motion was 

made , seconded and duly passed instructing staff to notify the management of 

Old Court Savings and Loan, Inc. that if the certified audit report for the year 

ending July 31, 1983 is not delivered to MSSIC by May 7, 1984, that it is the 

recommendation of the Committee that the Board of Directors of MSSIC employ 

independent auditors of its choosing, at the association's expense to perform the 

audit for the period ending July 31, 1983. 

The Committee also inquired of the most recent examination reports of both 

Old Court and First Progressive and it was reported that, although we have 

received preliminary comments, the Division has not issued its most recent exam 

reports on these associations even though they were completed nine to twelve 
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months ago. The Committee then noted that Old Court has applied for three 

branch offices; that no recent certified audit reports had been received as noted 

above; that the preliminary examination comments of both Old Court and First 

Progressive contained numerous and substantive comments indicative of weak 

operational standards, etc; that the principals of Old Court and First Progressive 

are the same; that First Progressive is to be merged into Old Court and, in view of 

these items, directed, by consensus, that staff express to the Division Director the 

concerns and objections of the Corporation to the estabUshment of the proposed 

branch offices until such time as the above referenced matters have been 

addressed and resolved. Messrs. Dolivka, Wallace and Elsnic abstained from the 

consensus in view of the fact that one of the proposed branch offices is located in 

the general vicinity of their associations and participation in this.decision would, 

in their opinion, be a conflict of interest. 

Mr. Trice reported that he received a written opinion from Touche Ross & 

Co. which supports staff's positon of disallowing the accounting treatment used by 

John Hanson Saving and Loan on their S/L-200A report concerning capital stock 

issue of June 30, 1983. 

Mr. Trice presented for discussion a revised amendment to Section 3- 

211(A)(3) of the Rules and Regulations concerning net worth. After discussing the 

proposed amendment, it was determined that Messrs. Trice, Laudeman and Hall 

will be appointed to a committee for the purpose of refining this amendment for 

approval by the Board at its next scheduled meeting. 

Mr. Hogg reported that the Accounting Task Force has completed a draft of 

proposed accounting changes for comment by the MSSIC Board of Directors, State 

Board of Commissioners and state-chartered savings and loans. It is hopefully 

anticipated that both MSSIC and the Division's Board of Commissioners will adopt 

the recommendations of the Task Force and thereby provide a uniform 
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accounting basis lor evaluating MSSIC associations on a comparable level and 

eliminate what the task force feels are improper or unsafe and unsound accounting 

Mr. Hogg reported that the proposed amendments submitted by Senator 

Denis were withdrawn in favor of a "summer study" by a yet to be appointed 

committee. The members of the Committee discussed the various aspects of the 

proposed amendments and it was determined that staff should be prepared to 

answer questions that may arise. 

Mr. Becker presented the results of the brokered deposits survey. He 

indicated that on a voluntary reponse basis, approximately 3% of all savings in the 

MSSIC industry are brokered. Mr. Hogg indicated that MSSIC may be required to 

adopt a brokered deposit rule as a defensive posture due to regulations currently 

being proposed by the FHLBB and the FDIC. It was also mentioned that jumbo 

certificates of deposits have become a major source of savings in certain 

associations. The Committee determined that it may be appropriate to adopt a 

regulation concering a maximum level of jumbo certificates to savings. 

There being no further business, the meeting adjourned at k'M P.M. 

practices. 

Secretary of the Meeting 

MWB/nc 
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!!m^miS^^0iSURANC.F    

REGULAR MFF.TING OF nippr^p^ 

WEDNESnAV.APRn IQ«* 

^sjzzzz;'* — ««ur«nce Corporation was held at the offices «* ♦k. ^ 

901 Mam, u. , *"Oes of the Corporation 'U1 North Howard n.i»: i 
"kMnwre, Mary Won y^u 2}, ,m 

The foUowing Director, w<« 

Frances F. Anderson 
Leonard Ra^ 
^Ph P. CarroU 
Michael J. Dietz 
Jerome F. Dolivka 

C. Donohue, Sr. 

Hwy R.Eisnic 
John D. Faulkner, Jr. 
Jkmes D. Laudeman. >. 
Terry L. NeifeJd 

v George W. H. Kerson 

Other, ^ c . 

Vice Prudent; Paul V. Trice » v ^ ^ 

Analyst- *,«■ i, ' ^ Bedw' 

Venabl ' M' MCCraCken' Coor^, Terry F Venabie, Bactjer a^ Howard, Charles H, Brown n ^J' 

Loan A • 0^'Dir€Ct0r» Division of Savings and 
«— Assocauon,; and John 3. ftetko and Craig T Carr* , 

Company of Maryland. ' Un'0n Trus, 

Mr. Faulkner called the meetino . 

t. + 
ting t0 0rder «t 9:30 a.m. and acknowjedeed 

that a quorum was present. 8 

investment reports 

Messrs. Garrison and Pretko reviewed th» #• 

^ 'eviewed the fjnancjaJ reports and the general economic narrative cah K^neraJ 
' Fo|l<»"ng a brief discussion Messrs c.a„ 

were excused frnm ^ Garrison and Pretko sed from the meeting. (Copies of the financial 
the financial reports and the narrative 
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are attached to the permanent file copy of these minutes.) 

READING OF ppcvious MfNH ITPC 

Following . review o, ^ nu™, o1 ^ ^ ^ ^ ^ ^ 

I? Mr. uud.™ that Mr ^ 
bonded motion whjc 

TREASURER'S RFPnpr 

Mr. WMd the fi^ncU, «a,emCTts ^ ^ Ktui) 

<Iuarteriy comparison. 

~.nJTJT ^ that ^ ^ ^ aCC^- ^ Orrol, Ik. mot.on c^ied u^nin^ly. (c„piej ^ 

Statements att^ to ^ ^mK>ent ^ ^ of 

MEMBER.SHip COMMtttcc 

Mf. Elsnic revised «« o1 ^ Membership 

conZl rr *" ^ teB ^ COmmi"et ^ Were! "" - 

 0 COmmmee ,0 the Corporations Rules ^ Regulations. 

^ " Ub^ ^ - U« by ^ 30, a 

^mmenda,i0n ^ -» — -"P. « ^ ^ ^ ^ 
criteria; audit reports from Fairfax First iv™, 

raa ^^ve, ^ old Court; Hr.Trice* 

^ 'J* D,Vi!i0n DireC,0r re8ardine MSS'" «-n, on Old Court brandtin*. 

21I(rrr
iOT re,a,ed ,o ^Kinson,! ^,ransactioni ^ «• ^- 

0f MSS,C RU,« - «« AcCoUn,i„g Tasl< Fwm 
completed report; the need for reguiation, on brokered deposits and • K„ 

accounts. ' rabo "''"S5 

^ing this review, M, Hogg in^ted that both chase Manhattan and 

...corp have expressed interest in acquirmg . MSSIC m(!mlw 

.2. O'i'i 20/? 
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Mr. Brown stated that S.B. 576 which would have given removal power to 

the Division Director passed the Senate, went to the House and died in committee. 

A discussion then ensued regarding regulations on brokered deposits and 

jumbo savings accounts. 

Mr. Donohue emphasized his concerns as to the prolonged and seemingly 

unresolved problems at First Progressive Savings and Loan Association. He asked 

that the record indict. «hM he is disturbed «nd displeased with the mmner in 

whidi this association has operated. Additional discussion took place on this 

matter. 

Mr. Neifeld moved that the minutes of the Membership Committee be 

accepted. Mr. Carroil seconded and the vote was unanimously favorable. 

OLD BUSINF-SS 

Mr. Hogg discussed the unwritten and informal procedures of the recent 

Past regarding election of both board and staff officers and selection of members 

for standing committees. 

Mr. Neifeld moved that the election oi oilicers take place and that the 

Board go into executive session thereby temporarily excusing all non-directors 

from the meeting. Mr. Elsnic seconded and the vote was unanimously favorable. 

The election took place from 10:59 A.M. until 11,20 A.M., at which time all 

former attendees rejoined the meeting. 

Mr. Faulkner announced that the following persons were elected to the 

positions indicated: 

George W. H. Pierson, Chairman of the Board 

Terry L. Neifeld, Vice Chairman 

Michael 3. Dietz, Secretary 

Frances F. Anderson, Treasurer 
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^ Executive Committee: 

George W. H. Pier son, Chairman 

Jerome F. OoUvka 

Michael J. Dictz 

Rranoes F. Anderson 

Terry L. Nelfeld 

3ohn D. Faulkner, 3r. 

Mr. Faulkner indicated that the election of staff officers would be deferred 

"ntil the next board meeting. 

Mr. Etale mowd «hM th, a.wd pu, . 

•wrectotlon of Mr. Fwlkner^ .WicUon md «, going effort, „ OuUrm«, of «« 

MSSIC Board of Directors. Mr. Fter^o ^eo^ted the motion wjhd,^'reciwd . 

unanin>ously favorable vote. 

Mr. Faulkner expressed his gratitude and stated that he felt the past two 

y«w have Presented difficult chalienges and difficult decisions He «a,ed 

—r that alt^h _ differs have existed _ ^ ^ 

was pleased to say there has been movement toward understanding and more 

commonality of interest. 

Mr. Faulkner noted that the new slate of officers would preside at the first 

meeting following the annual meeting. 

NEW BUSINESS 

Mr. Christopher Otander, of Shapiro and Olander, was introduced to the 

meeting. He reviewed in depth a program known as "loans to Lenders". TOs 

program, he explained, includes the issue ol bonds from a trustee to bond 

purchasers; a trustee .hen establishes certificates of deposit (which exactly match 

the bonds) at a savings and loan association; the savings loan a^.,^ ^ 

lends the proceeds to a developer for a specific project. Mr. olandw 
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explained that the flow o< earning, would be the reverse of the original How of 

funds and it would provide a positive spread to the savings and loan association in 

the range of l/« to I 1/2 points, plus origination fees. He said Reliance Insurance 

Company will put its Triple A rating behind the bonds and would also review the 

developer's project to be certain its underwriting standards were satisfied. Mr. 

Olander said that this entire transaction represented business-as-usual for the 

savings and loan association. In conclusion, he'stated that his presentation was for 

informational purposes and to assure the MSSIC Board that his clients did not 

intend to pursue the program if the Corporation was opposed to it. 

Following this presentation, Mr. Olander was excused from the meeting and 

the Board took a short recess. 

report of the PRESIPFNT 

Mr. Hogg said that following a meeting with louche Ross 4 Co. a report on 

recent accounting issues will be forthcoming. He gave an update on the Annual 

Meeting, reviewing briefly various dinner and meeting agenda items. 

Mr. Hogg stated that the Corporation's Loan Agreement would be renewed 

as of April 30, I98<|. He said the structure of the agreement was undianged but 

that The First National of Chicago has adjusted its agents fee to $25,000 at 

closing, certificates of deposit with a cost of approximately $10,000, and if the 

Corporation borrows at least $6 million for « days, the remaining $15,000 will be 

due and payable. 

Messrs. Laudeman and Trice reviewed certain proposed revisions to the 

Corporation's Rules and Regulations. These revisions Were all individually 

unanimously approved with the fo,lowing Directors moving and seconding as 

detailed below: 

3-211 , Mr. Dietz moved, Mrs. Anderson seconded. 

3-211(AX3)(d), Mr. Neifeld moved, Mr. Carroll seconded. 
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3-211(AX3Xc), Mr.NeileJd moved, Mr. Bass seconded. 

3-223, Mr. NejfeJd moved, Mr. Dolivka seconded. 

Mr. Elsnic thanked Messrs. Uudeman, Trice and HaJl for the many hours of 

work involved in preparing these revisions to the Rules and Reguiations. 

Mr. Hogg commended Mr. Becker on his presentation at the iast Board of 

Commissioners Meeting. 

D»*« « ^vicw tt* N.« CompTto Upda«e. „r. Hoa «.«* 

« "" COr,><>ra,i0n ^ ^ *sis, ^ ^ ^ of 

F.r« ^gressi,, ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 

Savrngs ^ a Mr. ^ gavt „ ^ ^ ^ ^ ^ 

andloa,, ^ ^ tlKK m ^ ^ ^ ^ 

01 credit regarding ^ ^ ^ ^ ^ ^ ^ _ 

•o accomplish he s.a.ed he hope. He ^ ^ Utitude „ ^ ^ 

situation work. 

Mr. Hogg indict MaryIand ^ ^ 

debentures were si^ regard^ «, worth inclusio„ to ^ ^ ^ 

-e. He as.ed, therefore, * in ^ Mary^, situatic* an lrrevoCabte lett„ of 

cred,, wouid he accepuhie in reevai^ting their suhordi^ted deben^re as net 

worth. TTus received the iavorable consensus oi the Board 

A, 1:26P.M., the non^iicer stal, members w,re excused irom the mee«,„g 

whjch subsequently adjourned. 

Mr. Hogg reported that he and Mr. „„lroes tad interviewed . suitabie 

appiican, to a new s,af( position. He distributed the resume o, Stephen G. 

Boyd and recommended that Mr BovH h. k ^ j 
Mr. Boyd be hired and elected as a V.ce Presidem ol 

•be Corporation. Severa, d,rectors suggested that this be ,.Wed and tha, more 

information inciuding a ,0b description and a saiary .d benetits summary be 

provided. Cher personne, actions were aiso tabied unti, a subsequent meeting 
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Board of Directors meeting to 

would move to new quarters 

Finally, it was noted that this was the last 

be held at this location, because the Corporation 

May 6,19*, 

being no fur.h.r bu^, ^ approxj 

1^5 P M. 

CCH/nc 

643 



termination agreement 

THIS TERMINATION AGREEMENT, made as of April 23, 

1984, by and among JEROME S. CARDIN, JEFFREY A. LEVITT and 

ALLAN H. PEARLSTEIN (collectively -Stockholders-) and 

MARYLAND SAVINGS-SHARE INSURANCE CORPORATION ("MSSIC") . 

. ^ WHEREAS, on July 31, 1981, certain stockholders 

of Old Court Savings and Loan, Inc. ("old Court") and MSSIC 

entered into a Voting Trust Agreement (-Voting Trust Agree- 

ment") , pursuant to which MSSIC was appointed as Trustee for 

the stock of said stockholders; 

WHEREAS, the Stockholders are currently the owners 

of all stock covered by the Voting Trust Agreement; 

WHEREAS,.under Section 11 of the Voting Trust 

Agreement, the. Voting Trust Agreement is to terminate upon 

payment in full of a certain subordinated debenture in the 

amount of Seven Hundred Twenty-Five Thousand Dollars 

($725,000.00) purchased by MSSIC from Old Court; and 

WHEREAS, the foregoing subordinated debenture has 

been paid in full. 

NOW, THEREFORE, THIS TERMINATION AGREEMENT WITNESSETH 

THAT, for and in consideration of the premises and other good 

and valuable consideration, the receipt and sufficiency of 

which are hereby acknowledged, the parties hereto do hereby 

agree that, as of the date hereof, the Voting Trust Agreement 
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is terminated and of no further force or effect, and the 

parties hereto agree to forward an executed copy of this 

Termination Agreement to Old Court. 

WITNESS the following hands and seals as of the 

day and year first above written. 

WITNESSx 

tTeroae S. card an 
(SEAL) 

Jeffrey A. Levitt 
.(SEAL) 

Allan H. Pearlstein 
(SEAL) 

ATTEST i MARYLAND SAVINGS-SHARE INSURANCE 
CORPORATION 

By*.. (SEAL) 

u '-'President 
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TERMINATION AGREEMENT 

% 

THIS TERMINATION AGREEMENT, made as of April 23, 

1984, by and between OLD COURT SAVINGS AND LOAN, INC. (a 

stock corporation) ("Old Court") and MARYLAND SAVINGS-SHARE 

INSURANCE CORPORATION ("MSSIC"), 

WHEREAS, the parties hereto have heretofore 

entered into an Insurance Agreement dated July 31, 1981 

(the "Insurance Agreement"); 

WHEREAS, under Section 6 of the Insurance Agreement, 

the Insurance Agreement is to terminate upon payment in full 

of a certain subordinated debenture in the amount of Seven 

Hundred Twenty-Five Thousand Dollars ($725,000.00) purchased 

by MSSIC from Old Court; and 

WHEREAS, the foregoing subordinated debenture has 

been paid in full. 

NOW, THEREFORE, THIS TERMINATION AGREEMENT WITNESSETH 

THAT, for and in consideration of the premises and other good 

and valuable consideration, the receipt and sufficiency of 

which are hereby acknowledged, the parties hereto do hereby 

agree that, as of the date hereof, the Insurance Agreement is 

terminated and of no further force or effect. 
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WITNESS the following hands 

day and year first above 
and seals as of the 

ATTEST:- 

.written. 

OLD COURT SAVINGS AND LOAN, INC. 

Bys 

President 
(SEAL) 

S^ionVINGS-SHARE ins~ 

By:_ (SEAL) 

isident 
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/ STATE OF MARYLAND 

DEPARTMENT OF LICENSING AND REGULATION 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 
Ol CAST BALTIMOHC tTNCCT BALTIMONC, MAttrLANO XttOl 

SCVCNTM FLOOR 

JOHN J. CORBLCY 
(CCRCTAflY 

CMA*Lrj H. ■•OWK. 
OiRCCYOU 

'V 

• % •• •» • ^ " 

TO: 

HEMRANDUH 

Charles H, Brown, Jr., Director ,•• •' . 
William S. LeContpte, Jr., Deputy Director .. •; 

FROM:- Glen C. Burger, Examiner Supervisor 

DATE: May 4, 198^ ' ' • • 

'RE: First Progressive Savings and Loan 

.1 •• . . • • - 

■ On May 3» I38A Martin Becker, Bill Mahon and myself met with the repre- 
•- sentatlves of First Progressive Savings and Loan and Old Court Savings 

and Loan, namely, Paul Freeman',' Dennis Culdice, Allen Holtzman; to 
discuss various areas of accounting and Internal control. We quickly' 
learned that the association did not have supporting records for all of 
Its Investment portfolio. We were told that the part that was missing 
was currently being prepared by Allen Baer. Our conversation quickly^. ^ 
led Into the real problem, which Is that the association-has an estimated 

- Investment portfolio of $83 million consisting primarily of mortgage 
backed securities and Treasury bonds whose maturity Is 30 years. 
$69 million of the $83 million has been secured as collateral for 
borrowings (repo'd). This represents approximately $17 million or 19i 
of the entire portfolio Is actually owned by First Progressive. The 
currertt estimate of market value of their Investment portfollo.Indicates 
that, if It were liquidated, they would Incur approximately $6.4 million 
In -lots.':Allen HoJtTman stated that If the Investments were sold to pay 
off borrowings, after the anticipated loss of $6.4 million, the association 
would have approximately $3 million left to Invest. As you are aware, 
Paul Freeman managed the association for the past several years and In 
1982 received approximately'$28,000 In salary^ $25,000 bonus, which totals 

•$53.000.'-'In addition, he received comlsslons on the net galns^oa 
, Investments for those Instruments that he purchased for Old Court Savings 

and Loan. This permission totaled an estimated $60,000 In 1982. The 
1^8> figures" for salary and commission are not yet available. 

We also talked with Edward Jacobspn, CPA, of Glass & Associates, who " 
presently working on-the J933 Audit. Mr. Jac^bson seemed almost relleved 
to talk with members of MSSiC and the Division. He stated that the 
association's books and records for 1982 again could not be audited. It 
wis hTs firm's decision to reconstruct. If possible, a set of recordsw' 
that could be audited. This was done for 1982, and the firm has. rendered 

< their certification, which both regulatory agencies have. He. Continued to 
make such comments as: This Is the worst he has ever seen In his experience; 
simple transactions were difficult to trace In their entlraty;^Intercompany 
transactions as well as the famous ^'Exchange^A^count" causcd t;h^m considerable 

• ALTtMOUt MtTPTO A«tA 0 O'1 
OUTJIDt BALTIMOHt ME TWO AREA 
lOl.L-FRtE t-#00-412-712 1 I 11 B 4 8 
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problems. He has anticipated that the target date of June 30, ISSA will 
be met for rendering their opinion on the financial statements as of 
December 31, 1983. 

I wish to point out at this time that of the $30 million of long term T bonds, 
that only the cash portion representing $% of that total Is reflected on 
the 'SL 200 report submitted to this agency. Therefore, there Is an adjust- 
ment increasing Investments of $28.5 million with a similar credit to 
borrowed money for the same amount. ($30m x 95$ ■ $28.5m) The company's 
books for the 1982 audit reflected that the subsidiary detail accounts for 
Monumental Service Corporation's savings ledger exceeded the control account 
in the General Ledger by $)54»000. This is a totally unlocated difference, 
and the CPA firm's position is that the detail records are correct and, 
therefore, they have reflected this unlocated difference as an expense on 
the 1382 audit. This is reflected, on page 10 of the recently received 1982 
audit In Footnote No. 5. ^ •**» 

Another area of major concern is the expected loss from the Action Line 
Credit Card operation which totals $1.4 million. Mr. Holtman, Controller 
of Old Court, stated that they would begin to write the $1.4 million loss 
off within the next few months, starting In June of this year. Realistically, 
some part of this loss Is a 1983 expense and part is 1984, but considering 
the state of the association's books, it will have to be totally reflected 
In 1984 reports. 

Mr. Jacobson of the CPA firm Indicated that besides the problems with the 
accounting records, that he did not have minutes of the Board of Directors 
for January, February, March and April of 1982. His review of the minutes 
Indicated that Mr. Freeman did have Investment authority. However, there 
was no limitation established, and it is felt that Mr. Freexnan acted 
Independently. 

There are additional matters concerning Action Line that I must call to 
your attention. Mr. Freeman stated that Michael Bosley purchased 50$ of 
the stock ownership in Action Line while he was on vacation in Nevada. 
The check to purchase this stock was written by Mr. Bosley In the sum total 
of $l37t500. Mr. Freeman said'he was most upset with this Investment and 
actually Initiated a stop payment order on that check^ He further stated 
that It was later overwritten by Mr. Jeffrey Levitt, and Monumental City 
became the 50$ owner of Action Line. From the best of my recollections, 
several months later In the deteriorating condition of the association, 
Mr. Bosley was relieved of his duties. During this time Mr. Roger Rosen, 
who was the association's controller at that time, approached Mr. Freeman 
and stated that he and Mr. Bosley had each received a check for $6,250, 
or $12,500 in total, as a fee for purchasing the stock of Action Line. 
Mr. Freeman then ordered Mr. Rosen to return his check to the former 
owner, Joel Katz. Subsequently, Mr. Freeman checked with Mr. Katz to 
see If.^tiis In fact had been done, and Mr. Katz supposedly told him that 
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when Mr. Bosley learned of the return of that check, that he demanded 
that, that too be given to him. Therefore, Mr. Bosley is alleged to have 
received $12,500 In fees to purchase the stock of Action Line while he was 
an officer, or at least an employee, of First Progressive and the service 
corporation. It should be noted that Mr. Bosley also has personal notes 
totaling approximately $27,000 which he Is In default of and. In fact, has 
made no attempt to pay them at all. In addition, the fomer controller 
Roger Rosen has notes totaling approximately $35,000 plus Interest, of 
which he is also In default. I have been told that the only note that Is 
secured Is one from Mr. Rosen securing a Cadillac. He also has not, to 
the Best of my knowledge, made any attempt to pay any of his notes and, in 
fact, has as of December 3'» '983, signed a consolidated note which Indicates 
that 2 payments are due; the first is due July I, 1984, totaling in excess 
of $19,500, and the second for ^IS,500 Is due January I, 1985. Again, this 
consolidated note covers many other notes Issued by Mr. Rosen, who is In 
default of each and every one of them. Apparently Mr. Bosley approved 
Mr. Rosen's loansi*and Mr. Rosen correspondingly approved Mr. Bos ley's 
loans. 

We have also learned that First Progressive Is named In a third party suit 
from the brokerage firm knam as Duncan Williams for a total of $1.6 million. 
Mr. Freeman briefly stated that he felt that this suit was totally unfounded 
and that the association would suffer no loss, and that the whole matter was 
the result of some $22 million worth of investments they sold from First 
Progressive in December of I983 to Duncan Williams brokerage firm and 
subsequently repurchased by the association In February of ]SBk. Mr. Freeman 
said that there was an internal problem with this brokerage firm and one of 
the key officers who handled this transaction left In a hurry and went with 
another brokerage firm and apparently left with Duncan Williams' access code 
to tbeir computer system. He further stated that there was nothing wrong 
with the transaction and, again, the association would suffer no loss. 

It is alarming to know that the books and records of First Progressive are 
In such deplorable state that the CPA firm had to reconstruct something In 
order to perform any type of audit. As you are aware, the same firm 
refused to certify the I98I statements, based on the condition of the 
records. We have all been told that the records wou^J be maintained 
properly. This has not occurred up until and through my visit yesterday. 
There was a problem with staffing First Progressive. However, It is Incum- 
bent upon management to seek the proper employees to manage the funds of 
depositors. There has been no management at First Progressive for a number 
of years. Mr. Freeman was allowed total Independence to wheel and deal 
and speculate In huge sums of Investments for the purpose of his own gain. 
Mr.. Bosley was allowed to go unchecked and enter Into unapproved trans- 
actions In this association with the supposed knowledge of Mr. Jeffrey 
Levitt, who now contemplates merger of Old Court and First Progressive. 
At all*I£vels the problems still come back to Jeffrey Levitt's management 
ability, and I do not want to discount that at all. There has been no 
demonstration on his part that he has solved any problems, but rather he 
has created many more. 
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EXECUTIVE SESSION 
March 8, 1984 

^ Boar0 of Savings and Loan Association Connu ssloners 

meetlUg! Char,eS Ho99 of MSS,C attended the Executive Session of the Board 

aoDoIn;:/^!"^ Jhe Comml»Ior>ers that Mrs. ErwJn was recently re- 
wtJh 804rd by the Governor. Mrs. Erwln stated that she will be 

In reffrenr* ^e.Execut,ve Nomlnation Committee on Tuesday, March 20; 1984 
Dfvmon reappolntment and that she would like to meet with the 
th^I cK discuss tfe current status of our bills and any other matters that she may be questioned on by this cornnlttee. 

Advertising Practices - Custom Savings 

th** St?tff that Slnce the ,ast Board "•eetlng, MSSIC had discovered t at on their variable rate money fund accounts. Custom was involved in a 
practice of quoting rather high (above market) rates Monday through Friday, 
but when it came to a weekend the rates were lowered considerably. These 
accounts simply provide In their disclosures that the rates are set by the 
association and subject to change. 

The Division, Jack Cooper and Charles Hogg had a meeting with Custom's 
V counsel. Custom was confronted with this practice and was directed to dis- 

continue this, which they have agreed to do. 

Villi* Witter, a reporter for the Washington Times, is also aware of this 
matter He called us yesterday and the first thing he asked about was the 
possibility of restitution. We informed him that we had already sought the 

ce of the Attorney General's Office as to whether we have the authority 
to require restitution. It appears Steve Sachs has been contacted by Mr. 
Witter Jack Cooper stated that there isn't any definite resolution at this 
time, however his review of the law in this area creates some doubt as to whether 
this agency has the authority to tell Custom to make restitution. 

Mr. LeCompte stated the account indicated that it wiU be changed from 
time to time based upon market conditions. They do not advertise It In the 
paper other than the Initial rate. The only way you can check on the rate 
c anges is to telephone them. Custom has an answering service Monday through 
Friday where they will give you the rate. However, there Is no one to answer 
the phone on the weekend, therefore, no one Is aware of the drop in rate. Mr. 
LeCompte stated that onfibasic problem is how do you determine the amount of 
restitution? Mr. G^sriel suggested that we should get all the facts and 
1t to the Attorney Generai tor possible prosecutionT Mr. LeCompte stated that 
we have already involved the Attorney General's Office. 
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cf^tt7Ge^ald su99ested that a letter should be sent to all associations 

aareed9 thl^ tkPe 0f practice should be discontinued at once. Mrs Erwin agreed and stated that she felt we should send this letter to the Indusiry to 

aaencv^h r.5 J0 ^ SUCh --representation. With respect to oir 
aqencv cmiH f t0 restitution, she raised the question whether the agency could enforce Maryland's Consumer Protection laws. . 

Ino them orthl39^^ ^ 3 ,etter shou,d be sent to all associations Inform- 
against anv In!?ifC^P ^ P"actIce and that thIs Board would take action 
ferr L ! 0 ,nvolved in such a Practice Including It being re- 
«f I'6 Att0

k
rney Aral's Office.r The Board also wished the matter of restitut ion to be pursued with the Attorney General. 

Operations 

lnr'5
Mr'^n0mPte State- thr "fry,and ^rmanent Building and Loan Association, c s., del nquency ratio of lA* amounted to three homeowner loans where 

the loan balance was only about 501 of the market value of the security. These 
loans totaled $7^.000 and they had about $2^0,000 worth of security It Is a 

prob 1 ems 'nSt,tut,on in a b,ue collar neighborhood with some unemployment 

6U H?nn!:eCOniPte S^ted thft ^an9uard Savings £ Loan Association Inc. had 
LeCompte stated thaTth^ri s^os^of ^^Inc^'or^ ,0'nS- 
these $^0,000 to $50,000 loans. terest exposure on 

i^eCOmpte stated that HoPkins Savings and Loan Association had an 11.6S del.nquency ratio of which a majority of the loans were moderate size 
homeowner loans with sufficient value In the security. We are receiving a 

each ,J)0nth that ,,sts each of the delinquent loans Individually as is 
Hopkins also lends in a blue-collar neighborhood that has unemploy- 

ment problems. 7 

Mr. LeCompte stated that Sharon Savings € Loan has 7-6^ in delinquencies 
ic is comprised of predominately nonresidentiaI property. Quite a few of 

these loans did not reflect an appraisal of the property. We are going to 
pursue them for additional information. 

n stfted that Liberty Savings and Loan Association, Inc., has 17.3? m delinquencies. Mr. LeCompte stated that we have been Involved in 
Liberty since October 1982. Liberty has had ongoing problems related to the 
indictment of Frank Peach. Judith Mi.les, who used to be at Chesapeake Savings 
6 Loan Association of Annapolis. Inc. is at Liberty and is working out of some 
problem loan projects. They are reportedly going to go to settlement on a 
sizeable block of their delinquent loans shortly. 
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Mr. LeCompte stated that Yorkridge/Calvert has $6^.9 million in borrowed 

^: :cL's a' in Fe-r3'Ho™Loa" Ba''k Ba„k 
C. hct 1 ra cons• derably above prime and they are term loans with substant.al prepayment penaltIes. The cost of these borrowing! appea? to be 

The [ 9 ^or to the association continuing operating losses. The association lost $565,000 for the month of January. 

also sh^o^H® SMted that FirSt Pro9resslve. OH Court and Fairfax will 
tarae invest^erf amo"nts of borrowed money. These institutions have 

i c 
t^nts ,n government obligations and securities which they have 

ini r. ?ecur,n9 ""everse-repurchase agreements at a cost of about 9 l/h% to 10t. Th.s money they are Investing at a positive spread. 

f:our^'fStOCndaile Stat?d that he t00k the Decefnber 1382 and December 1983 
ftn?v ? a • ^ St? associations and out of those sixteen associations, 
He Ik*0 (Chevy Chase and Eastern) did not have Improved earnings 

Chevy Chase every°ne had considerable improvement in reserves except 

f j Af^r cons'de^ab'e discussion it was decided to obtain the 1983 certi- fied audit report for Chevy Chase and to evaluate what if any improvement has 

be canfd'h^nter^-,S
B
reVieW' 803rd wn, cons!der whether Mr. Saul should be called before this Board to discuss his operations. 

A general discussion ensued concerning the extreme arowth of th* ^vinn* 
and^ajLXDdu^ry In Maryland and the Increasing work load ftced bv thin^rH 
andthe Division. Mr. Brown mentioned that the Division had recently been— 
1nrormed of a pending budget cut in the neighborhood of $17,000. Mr. Gisriel 
suggested-that a letter be sent by the Board to Mr. Corbley, with a copy to 
Johnny (Enjer) Johnson, asking for additional staff for the Division and an 

**P anation as tg_wh^ the Division's budget is being cut in liphr nf th» 
industry s grovyth and the increasing complexity of the business. 

mouslv^or^J'T fy Mr;seconded by Mr. Hewitt, the Board unani- 
5 I ^^1^ 'nform Mr^Corbley of the Boa rd^soos ■ t ■ on on the proposed budget cut for the Division. ~      

The Board then discussed the need to increase our agency's financial 

bv f 1 ndustry. ^ It was felt that this could only be accomplished by vir^e of computer 1 zanon. Charles Hogg stated that access to the MSSIC 
computer system could be made available to our agency and he offered to give 
a presentation of what was available from MSSIC to the Board. 

snH fh\Wi!^Cide?.|th-t AprI1 the Execut've Session would begin at 10 a.m. that MSSIC would give the Board a presentation of the MSSIC computer system 
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EXECUTIVE SESSION 
ApriI 12, 198^ 

Board of Savings and Loan Association Cormiissloners 

Mr. Paul Trice of MSSIC attended the Executive Session of the Board meet- 

on 

Ing. 

Custom Savings Association 

DracMrl JlOWn ![ated ^ 5he DIvlslon had directed Custom to discontinue Its 
th* 1 f quoJ,n9 rather high above market rates Monday through Friday, and en lowering the rates on the weekends when the public could not obtain rate 
nformat.on from the association. The division had referred tMs mlttr to 

nr%4 0? ?f i" ,0 OUt " ""'ftlon should besought On April 11, 1984, the Division received an Advice of Counsel stating that this 
Agency could not force the association to make restitution. 

as Assist?nt
f
Attorney General, stated that he took this positio 

to ^he F^-r/ih^ 9iVen t0 th}s A9ency in the code- He suggested 
ora^tc^rf ^a- ^ OUt an offic^a, ,etter to Custom relating to this 
It a^oears toUhI'"9 ^ a^e t0 discontJnue thIs practice Immediately as 
the sSS?n« ! 5*I'" V'0lat?on <>f several applicable regulatory provisions in tne savings and loan code. 

th*t ?rc,1QiSrje]u5tated
J
that durin9 the General Session it should be noted 

a rUon, • 0:dred t0 cease and desist from this practice and that a response was rece.ved from the Attorney General's Office stating that the 
Division does not have the power to order restitution in this matter. 

^ A lengthy discussion ensued with respect to this Agency's apparent lack 
of enforcement powers. The Board discussed with counsel the possibility of 
referring this matter to the Consumer Protection Division of the Attorney 

Fairfax Savinqs Association 

-Mr. Brown stated that the Division received a copy of an anonymous let- 
ter that was sent to the Better Business Bureau which stated that Fairfax was 
also quot.ng rather high rates Monday through Friday and then lowering the 
rates on the weekends. The Division and MSSIC met with Fairfax. Malcolm 
Berman had stated that there was a month or two where rates were lowered slightly 
on the weekends. When he became aware of this in December (1983) it was dis- 

contmued. He noted that Fairfax does mail each month a statement on these 
accounts which discloses to the depositor the average rate paid for the month 
and that his rate line is open on the weekends and rate information was avail- 
able during this time. 
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cav j Mr" B[0wn stated ^3* "wre recently, Fairfax was advertising a variable 

week^^hU^0" H Wed"esday of n^» but the rate dropped the remainder of the 
dav nf c : ? t0 the Sunpapers financial presentation each Wednes- 

cont?nued 95 rateS P ' and arOUnd Ba,tImore- This has also bLn dis- 

llne 7s
r,
adL:^te/taief that Falrfax dIffe'"s from Custom in that the rate 

larlallBdv::tlsed a"d 15 operational seven days a week. Additionally, each 
the monthly Ive^arwaL !*!aX recelves a "onthly statement which contains 
With DerildU fnfnr If Pf 0n the account- does provide the consumer P lodic Information about what the account is actually earning. 

- *[' Uooper su9gested that the Board wait until they are advised officialIv 

Board f6 0fflce haS cUaVed thIs P^dure and then the " 

w .s:s"e
5p?ect!«rout ,etter ,o Fa,rfax te,nn9 

Brokerage Savings 

Hr' BrOW" Stafed that: the Board was provided with a schedule of the 

was ofven Tdrpft 'J the State-chartered industry. He stated that the Board 
not L / pr?pOSed ^ulation .18H(3) which states "An institution 
rl: 1 Ued sav,n9s ^posits which exceed  t of total savings. For 

conmissinn nr f"' ^rok®red accounts include all deposits on which a commission or fee has been paid for the current term of the deposit". The 

thtr thU rm? ^ detern,ln® the Percentage should be. Mr. Brown added 
IrJ £ fw V I

SU?9eSted 10^ of savI"gs in their regulations and the Fed- 
Sinn nnl^ f " !S rema,nin9 fi«-ni on their position of having only $100 000 of deposit insurance per broker regardless of the number of accounts 

date of lo/ol/fif Federal HOme Loan Bank elation has an effective date of 10/0V84 and it has a two year phase in period. 

M<;cirMr' ^t2Gera!d that the oneway to curtail brokered deposits is if wou,d stoP insuring more than $100,000 for anyone individual. 

Mr. Stocksdale suggested that our regulation also have an effective date 
so as to give fair notice to associations which have, or intend to accept 
brokered deposits. 

Mr. FitzGerald stated that brokerage funds amount to merely paying a 
commission in lieu of advertising expenses for retail deposits. The problem 
isn t the funds that they get, it's how these funds are invested by the asso- 

hrnklrc' ^K- i51" ^ ^ are anowin9 ^0% of deposits to be from brokers and higher concentrations have proven to have caused operating problems 
at various federal associations and banks. 
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Mr. Brown suggested that ♦ i  • .l. 
be 10» if the net worth o th/,' e P"«n,age of brokered deposits 
of less than 3i net worth ' S/.bw 3^- s"d '<"■ institutions 
suggested the reoulati™V brokered funds be St. Mr. Hewitt 
tio's wUh less than 3^ net WithJhe '0t 'i"'i,'3nd " for 

net worthy and see what comments are received. 

Advertising Regulations 

that ^s'rW sheading'tQ6 the''pub iTc 'S CO"cer"e')h
ab°Ut "rUin "lverti»'"9 

State that when an account ^ T s"""t<!d that regulation should 
In savings Ua?e™n?"Xa tng^ Jhl d- ■S05^0'' 5h0,,'d be 9,Ven 8 tr'"h- 

Regulation .20 

ts;',s ^Sr£S'e—- 

Fairfax's Subordinated Debenturp 

that it .s t ime for them to receive some return from their invest^M 

stockj^^dt'^s:^:^ s-i^din^rthe's^r 

discu:^h?ns::r:?,^eHBoa:r Cop"n wi"be at the - 
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executive session 
May 10, 198A 

loners 
Board of Savings and Loan Association Corr,iss;< 

Board^meeti'ng.'65 H099 MS$IC a,ten<led the Executive Session of the 

"and Loan warTo^'cons*l>|,"c"t,on for Potomac Savings 

If the Commissioners had any quest longer rrtmf0* 8 n,"t,n9- ^ 
supplied to them with respect to thU appH^Ton! COn"rnlnS the mate'''al 

Ized at $750 f 000° I '"cap l'ta I sto^k'^TJ was^t d0l'lld ^ a<,e<'uatelV capital- 
by staff showed that with $750 000 In ran?* ? d report prepared 
In the!r first year of operaHr ? ' m1d 66 ProfJtable 
provides that an assoclaHnn rf k 8.ro^" stated that Regulation .20 
mount that the Board shall determine'" Mr c

$200'000 or such greater a- 
decldes to Increase th* mini! ?ooper stated that If the Board 
should be done by requlatlon Uni cap'ta!,2af,on arount from $200,000 It 
vlously decided that an u ' BrOWn a,SO ^"tloned that It was pre- 
that our proposed amendments "egutat'V^f

befor<i the "« 
accepted at the $200,000 capital stick amouni elective would be 

.208 and'^whiirm^to^ome un'f 'j the a,,>cndments to Regulation 
si on of the Board^eet", ^r F^r m " today's ^ular Ses- 

or remains61ntTct' "SrV* S5°°'°°0 

problems In^ A^U^uust Uw that thiS COU,d proba''v «-« 

Wednesiay^vT^eriL""'' ""J W:,h |he Ori""P-'s of Potomac on 

an area of fa^t savino*; nr^tK ;* ♦u • t " cnarter started m 

capi tal ization of $1 million is not too high for a new chafer ZT™ 
for a conversion of a mutual he felt that th* r„ • ^ .ter: however 
would obviously depend on the size of the mutual a^'the'tfrne "1'00 
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nother lengthy discussion ensued on the proper amount of capital 
stoc for a converting mutual association. It was decided that the qual- 
ity of appraisals was a key factor- Mr. Balder asked if the Director had 
the authority to determine the qualifications of an appraiser to do a con- 
version. Mr. Brown responded that the conversion regulation gives that 
authority to the Director. The Board decided on $1 million of capital to 
start a new association and for a converting association it would be at 
the appraised value of the association as determined by an appraiser ap- 
proved by the Director, but not less than $200,000 or any greater amount 

oo t,ort
D,reCt0r maY reclu're- Rather than delaying this amendment another 90 to 120 days, the Board decided on final adoption of Regulation .20B, but 

to amend and republish for comment Regulation .20C concerning conversions. 

Mr. FitzGerald stated that it had recently came to his attention that 
there was considerable differences in chartering a new stock bank versus 
as new stock savings and loan with respect to the State Securities Laws. 
During formation, a new bank when selling stock must have the prospectus 
cleared through the State Securities Commissioner and anyone actually sel- 

ing the stock must be licensed. He stated that only after the bank is 
fully operational does it become exempt from the State Securities Law. 
Mr. Brown stated that staff would look into this matter. 

Adve rt i s i nq 

Mr. Gisriel stated that he and Mr. Stocksdale had discussed a recent 
Federal Reserve Press Release, a copy of which was given to each Commis- 
sioner. The concerns of the Federal Reserve parallel some of the concerns 
that the- Board has discussed concerning advertisements by a few of our 
State-chartered associations. The action taken by the Federal Reserve 
Board was in response to recent advertisements where initial high rates 
of interest appear in large print, while lower rates be paid for the pre- 
dominent part of the term of the account appear in much smaller print. The 
Federal Reserve Board expressed concern that such advertising was potentially 
misleading and confusing to depositors. It is noted in the press release 
that for accounts that offer an initial fixed rate to be followed by a 
variable rate determined by an index during the remainder of the term of 
the account that the method of determining the variable rate shall be 
stated in type of the same size as the fixed rate. In addition, the time 
period for which the initial fixed rate or subsequent rate might apply must 
be conspicuously stated. Mr. Gisriel stated that he personally would like 
to see them go a little further by requiring that the advertisement dis- 
close what the current rate would be as determined by the index. 

The Board was in favor of adopting such an advertising regulation. 
Mr. LeCompte stated that staff would prepare and send out a draft of the 
language and would include a prohibition against advertisina that IRA's 
are tax free accounts as they are only tax deferred accounts. 
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First Progressive Savings £ Loan Association, Inc. 

Mr. Brown stated First Progressive had purchased an interest in a 
company known as Action Line. Action Line is one of these organizations 
that, for a fee, notifies all the issuers that your credit cards have been 
lost or stolen. Action Line was purchased by the association for $138,000 
which was not an authorized investment- When it was discovered, the Divi- 
sion and HSSIC met with First Progressive and made them divest themselves 
of Action Line. They actually received $100,000 for their interest in 
Action Line, which was felt to be acceptable as Action Line was in finan- 
cial trouble. However, it now appears that people who have purchased the 
service for a fee of $95 for five yearsr, do have the right to a refund 
within a certain time period. There are quite a few refunds being re- 
quested and First Progressive will have to honor them. There appears to 
be an estimated loss of possibly $500,000. 

A meeting was held with Jeffrey Levitt, Alan Pearlstein and Jerry 
Cardin and they agreed to hypothecate $500,000 to MSSIC and the Division 
for First Progressive. The hypothecation agreements have not yet been 
signed but the funds have already been placed in the Harbor Bank. 

Members of the Division and HSSIC were sent to First Progressive to 
further review the situation. They found out the loss on Action Line may 
be more than $500,000. The association now has about $800,000 in actual 
net worth. They also found that the association has been buying consider- 
able amounts of GNMA bonds and then borrowing against them through repur- 
chase agreements. First Progressive has a sizeable paper loss on these 
bonds based upon current market rates. They are illiquid and if they were 
forced to repay any borrowed money they would have to sell some of the GNMA 
bonds and recognize the losses. 

We again met with MSSIC and will be meeting shortly with Mr. Cardin 
and Mr. Levitt to discuss merging First Progressive into Old Court. The 
merger will probably contain some operating sanctions required by MSSIC 
and the Division. 
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EXECUTIVE SESSION 
June 1*, 198^ 

Board of Savings and Loan Association Commissioners 

Mr. Charles Hogg of MSSIC attended the Executive Session of the Board 
meeting along with Alan M. Barr and Linda H. Jones of the Antitrust Division 
of the Attorney General•$ Office. 

Proposed Amendments to Regulations .30. 'SO '"d ♦40-1 

Mr. Brown stated that proposed Regulations .30, .50 and .40-1 were up for 
final adoption at today's meeting; however the Attorney General's Office has 
expressed some reservations regarding these regulations relative to the Anti- 
trust laws. 

•>» • 

Mr. Cooper stated that the Antitrust Division has requested time to make 
an antitrust review In this area. He noted that at this time no final deter- 
mination has been made as to whether the proposed regulations do in fact vio- 
late any antitrust statutes. 

Mr. Barr stated that in the way of background, his office did not initi- 
ate this motion. That he had received a call from Alan Foreman, who previously 
was counsel to this Board but is now employed by Weinberg and Green, that sev- 
eral of his clients were considering filing an antitrust suit if the Board of 
Commissioners adopted these regulations. Mr. Barr stated that he then made a 
quick review of Sections 9~M9(a) and (c) of the Financial Institutions Arti- 
cle in light of the proposed regulations and felt that there could be some 
antitrust problems due to lack of statutory authority. He referenced that 
where a regulation is adopted without regulatory authority and where the regu- 
lation has the effect of limiting or impeding competition, then there are 
antitrust problems. He noted that on this Board were various members of the • 
savings and loan industry, which could possibly be construed to constitute a 
conspiracy to impede competition in the industry. 

/ Mr. Glsriel stated that this Board has the statutory duty to maintain the 
I safeky_and soundness of all State associations and to protect the savings in- 
' vested in these savings and loans. He said there was a very good brief written 

by Bob Frierson and Paul Grimm, both with the Attorney General's Office, on our 
regulation of this Industry. He added that we have percentage limitations 
throughout our regulations based upon safety and soundness considerations and 
this is precisely what the Board has done with these proposed regulations. Mr. 
Glsriel said he failed to see how this was anti-competitive and furthermore, 
with respect to his being an attorney for a State-chartered institution, the 
institution which he represents must comply with these same regulations. 

Mr. Barr stated that the Board does have a duty to provide for safety and 
soundness of Institutions, but the Board's primary obligation is to obey the 
law. The "bottom line" is what has the General Assembly told the Board they 
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fT§r~T~ • '^^~^ave tojd you to put the savings and loans on a. oar with 
Mr.* Barr stated that th"*1 Th€ b9n>(,t' rhen that's what the Board must do. 
blv cave thf» Rrtar/H **** was.an aPParent conflict In that the General Assem- certam duties and then told them what they had to do. 

l»i j .^erera' ,Jiemb®rs of the Board expressed their concern over having responsi- 

the sLe^iJ^t^'T9."^ and soundness of the Industry while being told at 
n<lSt7r 1 S 1 have the abi,ity to adoP1 re9u'at ions they believe are for.safety and soundness. Mr. Cooper stated that he felt that a 
def'n.tiveop.n.on signed by the Attorney General that the Board does not have 

legislature * to adopt certain regulations would be pretty persuasive to the 

®oard
L
t^en.a9aln discussed their dissatisfaction at being referenced 

not doing their job in the Washington Times and then being threatened with 
civil suit under the antitrust laws for adopting regulations to curb unsafe 
and unsound practices The Board decided to postpone final adoption on Regu- 
lations .30, .50 and .40-1 and to send these regulations along with some leg- 
islative history. y 

Regulation .18 "Advertising and Promotional Activities" 

Mr. Brown stated that the Office of the Secretary added a subsection (c) 
to our proposed amendment to Regulation .18 which was to limit brokered savings 
or State-chartered associations. This subsection (c) reads as follows: "The 

Director may grant a waiver on any part of existing brokered savings exceeding 
the percentage established in this Subsection 3 for any period not beyond 
October 1, 1985, based upon a showing of substantial adverse economic hardship 
on the association'. Mr. Cooper, Assistant Attorney General, stated that this 
subsection was felt to be needed to avoid any liquidity problems at institutions 
which couldn t afford not to renew some brokered deposits. 

Mr. LeCooipte asked Mr. Hogg if KSSIC had the ability to limit brokered 
savings through an insurance prohibition if the Board were unable to imple- 
ment this proposed regulation by October 1, 1984 when the federal limitation 
went into effect. Mr. Hogg stated that it was quite possible that his Board 
could and would adopt some rule to limit brokered deposits. 

Mr. Brown stated that if the Board is in disagreement with this regulation 
in any way, the regulation can be changed before final adoption. The Board 
unanimously agreed to the submission of this regulation with subsection (c) 
for publication and public comment. 
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Regulation .18 "Advertising and Promotional Activities 

^ ®rOWn stat«d that at the May meeting, the Board asked staff to draft 
vieJH^mfn to.Re9u,ation '18 concerning the advertisement of rate and 

h ^ Va;;ouVyPes of fixed and variable rate savings accounts presently being offered. 

i M^S• Er^1[
n ^®ted that she fe1t the proposed draft did address the prob- 

u ? su99®st a format change whereby 18C1 would remain a separate section for emphasis, and that a new section 0 labeled Rate and Yield contain 
the remainder of the proposed amendments. 

The Board unanimously agreed to therchange and directed staff to revise 
the proposed regulation and send it to the Maryland Register for publication. 

»■ • 

First Progressive Savings 6 Loan Association. Inc. 

Mr. Brown stated that last month he gave the Board a report on First 
rogressive s Purchase of an interest in a credit card operation known as 

Act.on Line. The D.v.sion had met with the association because this was not 
an authorized investment and the Division also found that the association had 
a loss somewhat in excess of $500,000 in this investment. Additionally, the 

association has some sizeable paper losses on some bonds that they had pur- 
chased which they have used ascollateral to borrow funds; therefore, they 
have a liquidity problem. 

The Division and MSSIC have reviewed this situation carefully and be- 
lieve the only way to resolve this problem is to merge First Progressive into 
Old Court. 0 d Court is the natural candidate as the management of two insti- 
tutions are already affiliated. The merger will be a regular statutory merger 
rather than a supervisory merger. The application has been filed and is now 
being processed. Additionally, the Division and MSSIC have a $500,000 hypothe- 
cation from Levitt, Pearlstein, and Cardin to support the soundness of the in- 
stitution. We received a signed hypothecation agreement however there are 
some wording problems that Terry Hall, as counsel for MSSIC, is reviewing. 

Gibraltar Building and Loan Association, Inc. 

Mr. Brown stated that a stockholders suit has been filed against Gibraltar. 
The suit appears to be the result of a disagreement between Larry Goldstein, the 
President and the largest stockholder and Simon Hershon, the second largest sin- 
gle stockholder. Mr. Brown then asked Mr. LeCompte to address the Board on 
this matter as he was primarily involved. 

Mr. LeCompte stated that MSSIC and the Division have attended numerous 
meetings with the parties and their counsel to try to work out an agreeable 
solution. The dispute centers around an investment by the service corporation 
in a computer software company known as Integrated Financia 1 Software. The in- 
vestment is in trouble and Simon Hershon had been in charge of its operation. 
There are many allegations being made by both sides concerning mismanagement. 
It appears that one group will have to bij^ (Oijrt the opposition. 
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Legislative Task Force 

Mr. Brown stated that he and Charles Hogg had attended the organizational 
e ing ast Tuesday of the legislative subcommittee selected to study our Di- 

v sion and HSSIC. There are three Senate members - Senator Denis from Mont- 

gomery County who Is co-chairman of the committee, Senator Delia from Balti- 
more City, and Senator Simpson from Southern Maryland and si* members of the 

ouse - Diane Kirchenbauer from Montgomery County, who is also co-chairing 
the committee, Hattie Harrison from Baltimore, George Littrell, Jr., from 
Frederick, Joe Lutz from Harford County, Lou Morsberger from Baltimore County 
and td Kasemeyer from Howard County. 

Mr. Brown stated that among their concerns were the overall growth of 

tk,e ^afe7c^artefed 'ndustry, out of State investments, brokered de|>osits and the Division's bill on removal of officers and directors and the MSSIC bill 
concerning 1*% net worth requirement to be a member of MSSIC's board, both of 
which failed in this year's legislative session. 

The next meeting of the Task Force is scheduled for Tuesday, June 26, 
1984 at which they will be going over the two bills. The cofmiittee did ask 
that Mr. Brown give a history on the Savings and Loan Division. 

Securities Filing on New Stock Charters 

Mr. LeCompte stated that Mr. FitzGerald raised a question last month 
about the difference between filing for a new stock bank versus a new stock 
savings and loan from the Securities standpoint. He stated that Mr. Brown and 
he had met with Ms. Susan Rittenhouse, the Maryland Securities Commissioner, 
and basically her feeling was that most of our new charter applications will 
be exempt from filing with the Securities Division due to the small number 
(under 35). of sophisticated investors who usually purchase the stock. The 
banks generally have a broader stock offering. 

In any event, as part of any new stock charter application, the Division will 
require that the applicant make a filing with the Securities Division and have 
them issue to our agency a letter stating that it is exempt from a securities 
filing or that the offering material complies with the State Securities Laws. 

Chevy Chase Savings and Loan, Inc. 

Mr. LeCompte stated that Regulation .30 states that an association cannot 
lend an investor more than 80% of value of the property unless the loan carries 
mortgage insurance. Chevy Chase is requesting permission to make uninsured 901 
investor loans. He added that federal associations can lend up to 100% of 
value with good^underwriting, but if we approve this, then we are approving an 
investment in violation of our own regulations. 
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r-t 1^/ Boar^ decided to table this item until further Information Is re- 
! !k i!r0? th* Attorney General's Office concerning the Board's regulatory authority in this area. • -oiury 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMITTEE 

WEDNESDAY. MAY 9.198» 

« 

The regular monthly meeting of the Membership Committee of Maryland 

Savings-Share hsurance Corporation was held at the offices of the Corporation, 

114 East Lexington Street, Baltimore, Maryland, on May 9, 1984 at 1:00 P.M. 

Members present: 

Henry R. Elsnic, Chairman John D. Faulkner, Jr. 
Michael J. Dietz James D. Laudeman 
Jerome F. Dolivka David F. Wallace 

Absent and excused: Frank L, Hewitt, HI 

Others present: Charles C. Hogg, H, President; Ralph K. Holmes, Senior 

Vice President; Paul V. Trice, Jr., Vice President; Martin W. Becker, Financial 

Analyst; William F. Mahon, Review Analyst; William S. LeCompte, Deputy 

Director; Division of Savings and Loan Associations. 

Mr. Elsnic called the meeting to order. He noted that this was the first 

meeting of the Committee in the Provident Financial Center. Mr. Elsnic wished 

the minutes to reflect his personal thanks to each member of the Committee and 

staff for their assistance and contributions to the Membership Committee over 

the last year. Mr. Elsnic indicated that starting in June, a newly elected 

Membership Committee would begin functioning. 

A motion was made, seconded and duly passed that the minutes of the April 

4, 1984 meeting be accepted as submitted. 671. 
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MEMBERS' COMMFMT^ 

Mr. Dietz presented the Committee with copies of an excerpt from a recent 

Washington Notes article pertaining to comments made by FHLBB Chairman 

Edwin Gray to a House Government Operations subcommittee. The article 

highlights several actions Chairman Gray recommends in significantly 

strengthening cease-and^esist authority in dealing with financially troubled 

institutions. 

The Committee discussed at length the various proposed actions and how 

they relate to MSSICs cease-and-desist authority. It was suggested that it may be 

appropriate for MSSIC to adopt regulations more specific on the causes for issuing 

cease-and-desist orders particularly relating to the removal of management and 

directors. I, was suggested that MSSIC needs to have authority in between the 

options of doing nothing and having an institution placed into conservatorship. 

Mr. Faulkner commented that he believes the Corporation should explore a 

proposal suggested in a prior meeting by Mr. Laudeman concerning a Contract of 

Insurance whereby an association specifically agrees not to violate MSSIC Rules 

and Regulations. 

Mr. Faulkner suggested that it may be appropriate for the incoming 

Chairman, Mr. Pierson to create a special committee for the purpose of 

establishing methods of dealing with habitual rules violaters. 

Mr. Wallace supported the need for additonal measures in dealing with 

certain management due to the apparent ineffectiveness of "jawboning" 

associations into compliance. 

Mr. Faulkner commented that it is unclear to what extent MSSIC has the 

power to influence management. 

Mr. Dohvka inquired as to the status of the proposed John Hanson mergers 
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Mr. Hogg responded the associatio„ „ ^ ^ meet ^ 

established by the MSS.C Board o, Directors for merger. Mr. Hogg indicated tKa, 

the assooation hopes «o m.rge with Westowne Savings and Loan by June 1, im. 

However, they have not yet received from the Division of Savings and Loan their 

examination comm.„,s, and therefore, have no, been abie to formally respond to 

these comments. A satisfactory response is required as a condition for merger. 

Mr. Brooks guested a copy of the. minutes of the Speciai Board of 

Directors meetings pertaining to John Hanson Savings and Loan. He indicated 

•hat in the future, i, would be appropriate for nondirectors who are committee 

members ,o be suppUed with such special minutes in advance since committee 

members are often required to act upon actons take* in special meetings. 

reports by staff 

Mr. Holmes updated the Committee on the status of the plan by Old Court 

Savings and Loan.to merge with F.rs, Pro^iv. ^■T- ■ - Mana6ement 

Of amsst has notified MSSIC that certified audit report is complete ^d 

wui be forwarded to MSS.C before the May Board of Directors meeting. 

Mr. Holmes presented an overview of what he believes are the causes of 

First Progressive Savings and deterioration. 

Mr. Hogg reviewed with the Committee the progression of events involving 

Messrs. Levitt and Pearlstein and First Progressive Savings ^ 

Mr. Hogg then discussed with the Committee what staff believes are the 

option available in resolving Firs, Profiress.veS significant financial difficulties. 

Mr. Hogg indicated tha, due to the significant cos, of either hquida.ing the 

association or merging Firs1_&oKKssi^Savi^^ with financ.al 

ass,stance, i, is s,a,f, potion ,ha, a merger wi,h OM Cour, .Savin,., 

may be the best al.erna.ive avaiable. Mr. Hogg indicated that under such a 

merger, O.d Cour, would have ,o agree to numerous s.nngen, requirement due to 
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the management of OM Court Savings and Loan being responsiWe a, .east in part, 

with the deterioration of Firs, Progressive Savings and Loan. Mr. Hogg listed 

approximately ten proposed requirements lor merger. 

Mr. Becker presented a detailed overview of his and Mr. Mahon-s review of 

First Progressive conducted on May 3, 1984. In his discussion, he listed the 

following points: 

1. As a result of the 1982 audit, the-Aprii, 1980 S/L200-A will reflect a 

reduction in Retained Earnings of $526,000. 

2. Hie association continues to operate under an unsatisfactory system of 

internal control including insufficient staffing and segregation of 

duties. 

3. The association books and records are still j„ an. unsatisfactory 

condition. It is unclear what the impact of the yet to be conducted 

1983 audit will have on net worth of the association. 

♦. Management in particular Paul Freeman, has speculated in acquiring 

Short term reverse repuchase agreements in the amount of $66 

million. The investment portion of the transactions are currently 

below market. If it is determined to liquidate their position in these 

repos, Mr. Mahon believes the investments are approximately 10 points 

below market, or a loss would be incurred in the amount of $6.6 million 

as of May 9, 1980. 

5. As evidence of inaccurate reporting on the S/L-200A report, it has 

been determined that approximately $30 million of the $66 millionin 

reverse repurchase agreements are not on the general ledger of the 

association. 

«. Alan Hoizman, Controller of Old Court Savings and Loan, who has been 

working part-time in correcting First Progressive's books, estimates 
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the losses relating to the credit card reporting service known as Action 

Line are $1.4 million. In addition, it has been alleged that two former 

officers of the company, each received $6,250 as an inducement for 

acquiring the company through First Progressive's service corporation 

known as Monumental City, Inc. 

7. Two former officers each engaged in using association funds for 

personal debts and then supplying the associatin with notes receivable. 

One of the former officers has yet to make a payment. 

8. The association is being sued by a brokerage firm for damages 

including punitive in the amount of $1.6 million. Counsel for the 

association believes the suit is frivolous. v 

After Mr. Becker's presentation, the Committee members discussed the 

various options available to the Corporation. The consensus of the Committee 

members was for Mr. Hogg to pursue a plan of merger of Old Court Savings and 

■^oan. First Progressive Savings and Loan under the stringent requirements that 

he had outlined earlier. 

The Committee requested Mr. Hogg formalize his proposed merger 

requirements in writing for review by the Committee and the Board. 

A motion was made, seconded and duly passed that the Committee 

recommends the Board of Directors to approve the mergers of First Progressive 

into Old Court Savings and Loan, subject to the approval of the Director of the 

Divison of Savings and Loan and provided stringent requirements yet to be 

formalized are adopted and agreed upon by the management of Old Court Savings 

and Loan. 

The committee instructed staff to notify in writing, the management of 

First Progressive that due to both the violation of the 15% borrowings policy 

statement and adverse market position of the current re verse-re pos, that the 



associations is not to engage in reverse repos other than renewal of existing 

reverse repos and to reduce existing reverse repos whenever possible. 

Mr. Trice reported that a letter of understanding which will serve as a 

preliminary insurance agreeement has been signed by the management of Liberty 

Savings and Loan. Under this agreement, certain existing delinquent loans have 

been identified for monitoring exclusive of the association^ normal operations. In 

addition, the Liberty Board of Directors did not re-elect either Messrs. G. Warren 

Mix or Franck Peach, Sr., to the Board. The Board is also proceeding against Mr. 

Mix for alleged negligence in Mr. Mix's handling of certain loan transactions on 

behalf of the association as counsel. 

Mr. Trice responded, upon questioning, that he Is uncertain at this time as to 

the ultimate dispositon of the association, but Is encouraged by. recent events 

there. 

Mr. Trice updated the Committee on the loan concentration of First 

Maryland Savings and Loan. Mr. Trice reported that upon exclusion of non- 

applicable loans and loans-in-process, that the concentration of land, land 

development, commercial and construction loans decreases from 64% to M.8%. 

Mr. Trice reported that further declines in the ratio are expected over the next 

several months, and staff will continue to monitor this item. 

Mr. Holmes reported that an application has been submitted for MSSIC 

insurance for an association to be known as Potomac Savings and Loan 

Association. Mr. Holmes indicated that he mailed copies of the application to 

Committee members for their review. Mr. Holmes indicated that he had reviewed 

the application and is satisfied with recommending their approval for MSSIC 

insurance. Mr. Laudeman suggested that for future applications, staff perform 

financial analysis of the applications and present this to the Committee. 

A motion was made, seconded and duly passed that the Committee 
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recommends the Board of Directors approve the application of Potomac Savings 

and Loan Association for MSSIC insurance subject to the approval of the Director 

of the Division of Savings and Loan. 

Mr. Mahon presented the Committee with a Rule Violation Status Report as 

of 3/31/84 listing all associations who are in violation of a MSSIC rule, regulation 

or policy statement and the association^ response to the violation. 

Mr. Mahon presented the Committee with an outline for consideration of a 

proposed change in the manner of calculating liquidity. 

The Committee briefly discussed the need to develop a position on various 

topics in anticipation of the impending "summer study- of the legislature. It was 

decided that in lieu of the formation of a new Committee next month, the existing 

Membership Committee would defer recommendations to the new Committee. 

A consensus of the Committee was reached that MSSIC should formutate 

regulations pertaining to brokered deposits. 

It was reported that Old Court Savings and Loan has withdrawn applications 

for branches at Belair Road and Dundalk Avenue. 

Messrs. Hogg and Faulkner thanked Mr. Elsnic for his service as Chairman of 

the Membership Committee over the past two years. 

There being no further business, the meeting adjourned at 5:15 P.M. 

Secretary of the Meeting 
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MARYLAND SAVINGS-SHAPF tNSURANCF rnRPQRAHOM 

REGULAR MPPTTNG OF DIRECTORS 

TUESDAY. MAY, 791 !«*& 

TV regular monthly meeting of the Board of Directors of Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation, 

114 East Lexington Street, Baltimore, Maryland on May 22, 1984. 

The following Directors were present: 

Leonard Bass _ , ^ _ .. 
John D. Faulkner, Jr. 

Michael J. Dietz - _ 
3ames D. Laudeman, Jr. 

Jerome F. Doiivka • u . „ .. 
"Terry L. Nexfeld 

John C. Donohue. Sr.    .. - 
' George W. R person 

Henry R. Elsnic 

T* following directors were absent but excused: France p. Anderson and 

Joseph P. CarrolL 

others Present: Charles C. Hogg, n. President; Ralph K. Holmes, Senior 

Wee President; Paul V. Trice, *, Vice President; Martin w. Becker, Financial 

Analyst, Patrick M. McCracken, Administrative Coordinator; Terry F. Hall, 

Venable, Baetjer and Howard; Charles H. Brown, Director, Division of Savings and 

Loan Associations; and John x Pretko and Craig T. Garrison, Union Trust 

Company of Maryland. 

Mr. Pierson called the meeting to order at *03 a.m. and acknowledged that 

a quorum was present. 

Mr. Pierson expressed his gratitude to the Directors for changing the 

meeting date lor him, and he related the following comments: 

-He explained that Mrs. Anderson's and Mr. Carroll's abscences were 

excused. iiib54 
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-He reviewed "Disqualification of Director fx Failure to Attend Meetings" 

(Section 2-209, MSSIC By-Uws) and asked each Director to notify the chair .head 

Ot time if unable to attend a meeting.      

-Mr. Pieoon in the tradition of hi, a»>ciation in recognizing past leaders 

presented Inscribed gavels to Mr. Faulkner and Mr. Bass. 

-He presented business cards to each Board Officer and to each Director 

and asked each Director to use these cards as a gesture of their pride In being a 

part of MSSIC. 

-Mr. Plenon then detailed what he referred to as a list of housekeeping 

matters. Those items Included: 

-The Board table will have twelve places for the 11 Directors and the 

President. 

-Guest or staff should be recognized by the Chair before addressing the 

meeting. 

-<l€ntieinen and Ladies should call attention to the chair before removing 

suit coats. 

-Emergency telephone numbers are next to the Board Room telephones. Mr. 

Pierson asked the Vice Chairman to note any business brought up at previous 

meetings which has not yet been completed. He then appointed Messrs. Dolivka 

and Elsnic as honorary sargeants at arms. 

INVESTMENT REPORTS 

Messrs. Garrison and Pretko reviewed the financial reports and the general 

economic narrative. Following a brief discussion on Continental Illinois Bank and 

several questions, Messrs. Pretko and Garrison left the meeting. (Copies of the 

financial reports and the narrative are attached to the permanent file copy of 

these minutes.) 

n79 
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Mr. Dieu moved that the previous minutes of both the regular and special 

meeting of the Board be approved. Mr. EUnlc seconded and the vote was 

unanimously favorable. 

TREASURER'S PPPrtPT 

*> M*. Anderson* absence, Mr. Kohr reviewed the flnandal statements and 

certain subsidiary schedules. 

Following a brief diaeusston, Mr. Elsntc moved that the Treasurer* Report 

be accepted. Mr. Faulkner seconded the motion which passed unanimously. 

(Copies of the FlMnctal Statement, are attached ^ permanent file copy of 

these minutesj 

MEMBERSHIP COMMnTEE 

Mr. Elsnlc reviewed the minute, of the Membership Committee Meeting. 

Among the Items he noted from the Committee luting were, . 

<USami0n COOCerning •"oPhe-l"* oeue^nd^ist -rthori^ m deling ^ 

'iwncially troubled institutions; a suggestion that, special committee be formed 

«o establish methods of dealing with habitual rules violators; a review of John 

Hanson's satisfaction of merger approval criteria; an update on the plan by Old 

Court Savings and Loan, he. to merge with Rrst Progressive Savings and Loan, 

further updates on Liberty Saving, and Loan and First Mvyla* Savings and Loanj 

a review and recommendation for approval of application for MSSIC insurance by 

P°t0maC ^ ^ ««< • consensus of ^ 00mmlttee t0 

formulate regulations pertaining to brokered deposits. 

During this review, Mr. Pierson asked Mr. Neifeld to make a note for the 

Executive Committee ,o discuss a special committee for the purpose of 

establishing methods of dealing with habitual rules violators. 

Mr. Faulkner moved that the minutes of the Memberhlp Committee be 

accepted. Mr. Uudeman seconded and the vote was unanimously favorable. 
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executive COMMITTEE report 

Mr. Pierson stated that the Executive Committee will meet on each Friday 

precceding «he Board M«.ings a, 9=00 A.M. He reviewed rte wlous Committee 

assignments and noted that these assignments constitute a wide spec,™ of the 

membership. He advised that the Committee nominated Charles C. Hogg, n as 

President and fttrick M. McCracken « Assists Secretly. ^ mdiced tha, 

officer nominations were deferred pending the Committee* review of job 

descriptions for the specified posits Additi™, iteiM Mr. pierion ^ ^ 

review of the Executive Committee Meeting included: reimbursement of 

Director's parting ^ bus „ subway fare; the proposed *h„ Ha^on mergers; a 

Ascussion on conflict of interest which included a clearer definition of Section 2- 

803 of the MSSIC By-Uws "^and no such member of the Board oi Directors shall 

participate in any deliberations-.- Tha, definition being tha, in the event of 

possible conflict of interest the Director or Directors in question can not 

participate in any discussion and shall not be in attendance a, the meeting during 

which such discussion takes place. 

n* final i,em Mr. Pierson related from the Executive Committee deal. 

with enforcement of the MSSIC niu«   , , • 
^ regulations. He indicated that the 

Corporatton will use a common sense approach to their enforcement. 

OLD BUSINESS 

Mr. Elsnic moved to approve the Committee* and their members as 

constituted by the Executive Committee. Mr. Dolivka seconded and the vote was 

unanimously favorab.e. (A copy of the committees *,d their designated me.bers 

IS attached to the permanent file copy of these minutes.) 

Mr. NeileJd moved to elec, Mr. Charles C. Hogg, „ as President and Mr. 

Patrick M. McCracken as Assistant Secretary. Mr. Diet, seconded and the vote 

was unanimously favorable. 

GSM 
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During a lengthy discussion of John Hanson Savings and Loan Association's 

conformance with the original criteria set forth by the Corporation for approval 

0l with W«towne Savings and Loan Association and-MUton Savings 

and Loan of Delaware, the following relevant comments were noted: Mr. Hogg 

Indicated that certain director, of John Hmson were willing to hypothecate funds 

sufficient to achieve 1% net worth for the association. Mr. Hall responded in the 

affirmative to Mr. Kereon* question of -Are we in your opinion completely 

pr octed if we accept a hypothecation in lieu of an irrevocable letter of 

credit?- h response to Mr. Diet** question Mr. Hogg stated he told Mr. Whitkx* 

not to make loans to directors which would be placed in a savings account and 

then hypothecated to MSSIC. h answer to Mr. Elsnlc* question concerning when 

the Department would complete the Hanson Examination, Mr. Brown stated that 

he had many Division Examinations to complete in addition to John Hansons' and 

he would get to it in due course. 

Mr. Dietz moved to amend the original criteria for approval of the Hanson 

mergers as follows: 

In lieu of providing an irrevocable letter of credit to allow directors and/or 

officers of John Hanson or any other person to hypothecate funds (i.e. savings 

accounts and/or certificates of deposit) to MSSIC on such terms and conditions as 

MSSIC shall require, and to keep those funds hypothecated until such time as the 

association exceeds 1% net worth exclusive of the stock issued on or about June 

30, 1983 for other than cash consideration and the hypothecation; provided that 

neither John Hanson Savings and Lx>an, Inc., nor any of its subsidiaries shall make 

any loan, directly or indirectly, to any such director, officer or any other person 

for the purpose of enabling such person or persons to acquire the savings account 

or certificate of deposit to be hypothecated. Mr. Faulkner seconded and the vote 

was unanimously favorable. ^ o < > 
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Mr. Pierjon ^ M, Doochu, « Chairs of the Coverage 

om.mme, ,o make . full report on the MSSIC Director* ^ «liCer^ Ual)ility 

^•nce Policy coverage at the 3u« Directors meeting. 

Mr. Pier™ requeued that Mr. NeiieM obtain a recommendation from the 

Membership Committee regarding brokered deposits and Um,* on insurance 

coverage for the June Directors Meeting. 

NEW BUSINFSS 

Mr. Eisnic mov^ to ^prove the a^ropriate resolute and r^tUy ^ 

SUte Depar,mtn, 0' Aise™ ^ Taxation „ the corporation, new 
c-p^te Headquarters. Mr. Bass seeded and fte vote was ^mo^siy 

favorable <a copy of .his resolution is attached to the permanent file copy of these 

minutes.) 

Mr. Eisnic moved to approve Potomac Savings and Loan Association for 

MSSiC msurance of their savings accounts a* memberaup in the Corporate, 

subject to the approval ^ the Board of Commissioners o, the Division o, Savins 

and Loans. Mr. Faulkner seconded and the vote was unanimously favorable. 

<*ring discussion of the new memb^ship a^roval, Mr. Hogg indicated 

a specimen application for esublishn™, of a savings and loan will be presented „ 

^ He said this would facilitate a 
ascussion of what re.evan. items shoukl be taduded in a summa^ of „ 

application. 

Mr. Brown announced that certain principals were in the Emulative stages 

of establishing another new state savings and ioan in Montgomery County. 

Following a review of the several conditions listed in the Membership 

Committee Minutes as conditions for the Old Court/Firs, Progressive merger, the 

Board unanimously directed the staff ,o ^ the merger under our terms md to 

report back a, the aune Board Meeting. Mr.Fau.kner mentioned the possibiUty of 
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substantial ioss.s a, Old Court as a r.su,, c, th, mwgw. Mr. pierson Mcated „ 

would be appropriate <or the Membership Committee to study this matter. 

Mr. Hogg and Mr. Donohue reviewed the present Pension Ptan and the need 

to make changes in the vesting schedule prior to year end 19M. Mt„ 

considerable discussion of this matter, Mr. Kerson assigned ^ item t0 ^ 

Salary, Compensation and Benefits Committee. 

Mr. Faulkner asked the Board to commend Mr. Ebnic for an outstanding job 

as Chairman o, the Membership Committee over the past two years. The B^rd 

unanimously expressed its appreciation. 

REPORT OF THE PRESTnFMT 

Mr. Hogg reported on the most recent Board of Commissioners Meeting. 

Considered at that meeting was a regulation to increase the capital required for a 

• neW to » regulation containing .trie advertising rules; the 

Community Savings and U>an subordinated debenture transaction; J*. Hanson 

Savings and U»an* commercial tending tie ,o Solomon Brothers; and Merritt 

Commercial Savings and Loan establishing a discount brokerage operation. 

Mr. Hogg said in recent meetings with representatives of Chevy chase 

Savings and loan .ha, accounting issues were discussed and that they are working 

on a plan for capital infusion. 

FOR THE GOOD AND WFI.FARE OF MSStr 

Mr. Pierson asked each Director if they wished to present any further 

business for the good of the Corporation. 

Mr. Laudeman expressed concern regarding the conflict of interest 

comments made earlier in the meeting by Mr. Pierson. He said he would like to 

encourage liberalized communication because he thinks a more conservative 

approach could work against the best interests of the members. 

Mr. Neifeld had no comments. 
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Mr. Dietz pa^ along concerns .xpressad «o him by a president of a FSL.C 

association regarding Fairfax Savings and Loan and its involve™, in tlw rKent 

purchase oi the Baltimore Harbor Bethlehem Steel Shipyard and Merrltt 

Commercial Savings and L*an building . high rise office building. 

Mr. *°wn commented ^a. he has some concern about the shipyard 

purchase. 

Mr. Hogg stated «ha, the shipyard was purchased through a service 

corporation of Fairfax Savings and u™ and tha, it wiI1 ^ ^ 

short time and very profitably. 

Mr. Pierson directed staff to write to Malcolm Be,n«n (Fairfax Savings and 

l«n) and solicit his written response detail^ ,he entire shipyart tramacUon. 

h response to an addition*, comment by Mr. Diet*, Mr. .Pierson further 

•Erected staff to get a formal explanation from Mr. Ed Chamme, of «he Mary,and 

State Controllers Office detaUing the reasons the State terminated all jumbo 

C-D.-s from MSSIC associations. 

Mr. Pierson also re<^s.ed staff to monitor and formulate comment on any 

^nent newspaper articles printed during the interim be,we« board meetings. 

Mr. Faulkner had no comment. 

Mr. Bass mentioned a recent IRS ruling dealing with magnetic tape 

requirements. Following a discussion regarding a one year exemption from this 

ruling, Mr. Pierson asked Mr. Hogg to write a memo to the members regarding this 

matter. 

Messrs. Doiivka, Eisnic and Donohue had no comments. 

Mr. Pierson closed the meeting by extending an invitation to the various 

members of the staff and member association, representatives to attend future 

board meetings in an effort to better inform and communicate. 

**re being no further business to come before the Board. Mr. Bass moved 
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that the meeting be adjourned. Mr. Faulkner seconded and the vote was 

unanimously favorable. 

The meeting adjourned at 12.♦06 P.m. 

) 
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Maryland Savings-Share Insurance Corporation 

bi i A 

Paul V Trk'cjr 
wwavMi wrMtirNT 

V ) 
CERTIRED MAIL, RETURN RECEIPT REQUESTED S 

August 13, 19S<> 

Mr. Dcflrey A. Levitt, President 
Old Court Savings and Loan, Inc. < 
23 Light Street 
Baltimore, Maryland 21202 

Dear Mr. Levitt, 

You will recall that by letters dated April 16, 198<> and April 24, 19$<f this 
Corporation registered its objections and concerns to Old Court's proposed establishment 
of various branch offices for reasons contained in those letters. 

Our records indicate that our concerns, as reflected in those letters, have not 
been resolved to date. In addition, our records reflect the following rule and policy 
statement violations for Old Court: 

(a) Liquidity Rule: Section 3-210 - Old Court, as of the close 
of business at the end of each month and as reported on 
the required financial report, form S/L-200A, has reflected 
liquidity levels below that required for each of the last tlx 
consecutive months from January, 1984 through 3une, 
1984. 

(b) Lending Limitations: Section 3-217 
(1) The total of all construction, commercial or land 

loan is limited to 40% of the total savings of the 
member. Old Court* level of concentration In 
these loans, as a percentage of its total savings, has 
exceeded the permitted level substantially In each 
of the months of January, 1984 through 3une, 1984 
Inclusive. As of June 30, 1984 the percentage 
invested in these categories exceeded seventy 
percent of total savings. 

I therefore, must require that you immediately ceast-and-<Jesist from any further 
commitment to grant loans In these categories until compliance has been effected and 
demonstrated to the Corporation. 

(2) The total of all construction loans exceeds the 25% 
of total savings limitation imposed under this rule. 
As of June 30, 1984, the level of loans in this 
category was 36.27% of savings. 

688 A 2044 
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Mr. Jeffrey A. Levitt 
August 13, 198<» 
Page Two 

anv 1 ,nU.St rcquire that yoKi immediately cea$e-and-desi$t Irom 
ef"rnmitment

j
t0 grant such loans until compliance has been eiiectea and demonstrated to the Corporation. 

DermAn^tT! fr#m !tl! c**5*'*n<i*kslst requirements above are those construction/ 
01 • ^Ie ^ to . borrower 

(3) Borrowings! Policy Statement No. 2 - 
This policy provides that borrowings not exceed 15% 
of a members outstanding free shares without the 
prior written approval of MSSIC. This matter has 
been the subject of several discussions between Old 
Court and this Corporation and it was orally agreed 
that you would make every effort to reduce 
borrowings and effect compliance as promptly as 
possible. A review of Old Court's level of activity 
in this area does not reflect progress in accordance 
with the oral agreement. 

Commin^rdfr^v^11! V ^ ^VC ,reasons' and " accordance with the Membership 
your a ^ ^ 01T lustration of objection with the Division to 

^ cop, ,o 

Should you have any questions, please contact me or Charles Hogg. 

PVT/nc 

Enclosure 

cc: Charles H. Brown, Jr. 
Terry F. Hall, Esquire 
Jerome S. Cardin, Esquire 

/ ' J 

Paul V. Trice/JrJ 
Senior Vice rreildent 
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MARYLAND SAVINGS-SHARE INSURANCE CORPOR ATfOM 

REGULAR MEETING OF DIRECTORS 

WEDNESDAY. AUGUST 22, »<MUt . 

• regular moothlj, w ..he B«rd of Director* bj Maryland 

Savings-Share durance Corporation was held i, the ollices of the Corp^atlon, 

M« East Lexington Street, ealtimore, Maryland on August 22, m«. 

"Hie following Directors were present: 

George W. H. Pierson, Chairman . . . • 

Frances F. Anderson 

Leonard Bass 

Joseph P. Carroll 

Michael 3. Dietz 

Jerome F. Dolivka 

■ John C. Donohue, Sr. 

Henry r; Eisnic 

3ohn D.. Faulkner, jr. 

James D. Laudeman, Jr. 

Terry L. Neifeld . 

Others Present! Charles C, Hogg, i[. President! Paul V. trice, Jr., Senior 

President, Martin W. Becker, Senior Financial Analyst; Patrick M. 

McCracken, Assistant Secretary; Terry F. Hall, Venable, Baetjer and Howard; and 

John X ftetko and Craig T. Garrison, Union Trust Company of Maryland. 

Mr. Pierson called the meetine to order at v.nv * j i ccimg 10 order at 9:07 a.m. and acknowledged that 

a quorum was present. 

INVESTMENT REPORTS 

Mr. Garrison reviewed the investment reports and the general economic 

narrative. Following a brief discussion Messers. Pretko and Garrison left the 

meetrng. (Copies of the investment reports and the narrative are attached to the 

permanent file copy of these minutes.) 

READING OF MINHTFS OF THE BOARn meeting of id) v n ,0.,. 

Mr. Dietz moved to accept the minutes of the previous meeting with Mr. 
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Hails correction on page II, paragraph 2 changing the last word "correct" to 

"reasonable". Mr. Faulkner seconded and the motion passed unanimously. 

TREASURER'S RFPORT 

Mrs. Anderson indicated that net income for July is $1,100,000 and that the 

income is over $7 mUiion. She also reported that charitable 

contributions were made to the following, ^lOOO-YMCA, SlOOO-YWCA, $1000- 

Basic Cancer Research, $1000-Aquarium. ' 

fixed asset budget was reviewed. Mr. Dolivka.questioned if we are 

finished with the move and its related expenses and further if there would be 

s remaining. Mr. Hogg explained that the total budgeted will most 

likely be exhausted. 

MEMBERSHIP COMMITTEE report 

Mr. Neileld indicated that items discussed a, the Membership Committee 

. meting included: Merritt Commercial Savings and Loan Association; Old Court 

Savings and Loan Association; First Progressive Savings and Loan Association; 

Gibraltar Savings and Loan Association; and the Liquidity Ruie revision.: 

Mr. Neifeid stated that board approval was recommended by the committee 

with regard to the issuance of subordinated debentures by Community Savings and 

Loan and Firs, Maryland Savings and Loan. He noted that iour (« conditions were 

suggested by the committee to be made a par. of iinal approval oi these 

debentures. Those conditions are: 

1) that at no time could the subordinated debentures represent 

greater than a 50% portion of the association's MSSIC defined net worth; 

3 that the content and form of .he debentures be reviewed by 

MSSlC's counsel; 

3) that a sinking fund be established; and, 

*> .ha. .he deb. cannot be retired if the retirement of the deb. 
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Id cause the association's net worth to be in violation of the MSSIC 496 net 

worth requirement. 1 

Mr^ Bass moved to accept the Membership Committee Report. Mr. Dolivka 

seconded and the motion passed unanimously. 

EXECUTIVE COMMITTEE REPORT 

Mr. Pierson vieWed the details of the S/20/8* Executive Committee 

meeting. HisYcview incjuded the followingj approval of a $3 million loan from 

«hc Central R«„ye Fund Gibraltar Savings and Loan Association; discussion of 

the Board of Commissioners action on Resuiation .13 which relate, to (he 

accounting treatment on loans purchased at a discount) Indication thai Chevy 

Ch se has applied lor FSLIC deposit Insurance and requested that the Board of 

Commissioners approve ,he purchase oi B.F. Saul Mortgage Company by Chevy 

.Chase Savings and Loan, it was also noted that the Board oi Commissioners has 

delayed any action on Chevy chase's request pending approval by the Federal 

Home Loan Board oi Atlanta: it was also noted that the Community and First 

Maryland subordinated debenture were approved by the Board ol Commissioners ' 

conditions, Mr. Pierson said he was disappointed with the By-Law 

Review Committee; he noted that recommendations were to be made on Directors 

and Oliicers Liability Insurance to the Board by this meeting, however, he said the 

Committee will be meeting on Thursday, August 23, l>» at 10 a.m. and will bring 

their recommendations to the September Board ol Directors Meeting. 

Other items discussed at the Executive Committee Meeting included a ; 

legislative update; the MSSIC tax case; and Old Court Savings and Loan 

Association's violations ol MSSIC's Rules and Regulations. 

Mr. Carroll questioned if the Executive Committee will controi the Central 

Reserve Fund. Mr. Hogg answered that this power was given to the Executive ■ 

Committee approximately 3 years ago. 



At this juncture, Mr. Dietz noted that the Treasurer's Report had not been 

• formaiJy accepted and moved that it be accepted. Mr. Carroll seconded and the 

motion carried unani/nously. 

LEGISLATIVE COMMITTEE REPORT 

Mr. Hogg reviewed the report of the Legislative Subcommittee and the-six 

(<>) recommendations which resulted from their "summer study". 

The recommendations are as follows: 

1. The sub-committee recommended approval of SB576 - removal 

power for the Director of the Division of Savings and Loan Associations. 

2. .That a bill be sponsored to grant cease and desist powers to the 

Division Director; 

3. That 9-91<f(c). be moved and made a part of ?-91<»(a) which would 

allow the Board of Commissioners to regulate this federal tie-in authority; 

4. Regulation of Brokered Deposits; 

5. Support to increase funding and resources at the Division of 

Savings and Loan Associations; 

6. That 9-306(B)(l)-Financial Disclosure be changed to reflect that 

any "person" rather than "member" be given an association's annual statement of 

financial disclosure. 

At the conclusion of this review Mr. Hogg stated that he viewed the results 

of the legislative "summer study" positively and that he was pleased with the 

outcome. He said he felt the legislature is dangerously uninformed about our 

industry, but following this "summer study" the MSSIC industry is stronger. 

Mr. Carroll said that he believes any fears the members of the sub- 

committee may have had with regard to MSSIC and the industry were allieviated 

as a result of Mr. Hogg's testimony and performance at the various hearings. 
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AUDIT AND BUDGET COMMITTEE 

Mr. Bass reviewed the August 16, 198^ committee meeting and noted the 

following items: 

a) that proposals from 3 auditing firms regarding MSSICs annual 

audit will be solicited.. This matter to be reviewed at an October committee 

meeting; 

. • 
b) a review of the 6 month budget item by Item was performed; 

c) that some consideration be "given to approaching another financial 

institution other than Union Trust to ascertain cost of managing MSSICs portfolio; 

and, 

d) that an additional $50,000 contingency fund for advertising be 

allocated and not .be used without Board.approval. 

During discussion Mr. Hogg explained that Union Trust charges a flat 

annual fee of $23,000 for the various services they perform as part of MSSICs 

portfolio management. 

Mr. Faulkner moved to accept the report of the Audit and Budget 

Committee. Mr. Elsnic seconded and the motion passed unanimously. 

PREMIUM RESTRUCTURE COMMITTEE 

Mr. Trice reported on refinement of a proposed formula for restructure of 

MSSICs Capital Deposit. He said the committee has requested an extension for 

completion of its proposal to at least November 30, 1984. He also noted that an 

attempt is.being made to seek consultation with either Golembe or Kaplan/Smith 

on a final proposal. 

OLD BUSINESS 

Mr. Trice reported that staff recommended approval of a 3 month waiver > 

of the lending restriction of Kent Savings and Loan which resulted from their ; 

violation of the Liquidity Rule. 694 



Mr. Elsnic moved .to approve staff's recommendation. Mr. Faulkner 

seconded and the vote was unanimously favorable. 

Mr. Trice asked for Board ratification of staff's issuance of staff cease- 

and-desist letters to Merrltt Commercial Savines and Loan and Old Court Savings 

and Ua„ which require that these associations make no further loan 

commitments. Mr. Trice further noted that the staff intends to issue the same 

staff cease-^id-desist letter to as many as three other vioIatine member 

associations. 
• ♦ 

Mr. Dolivka moved that the Board ratify staffs action in the case of the 

Merritt Commercial Savings and Loan and Old Court Savings and Loan staff cease 

and desist letters. Mr. Elsnic seconded the motion. 

. During discussion Mr. Hall said he views the letters that were sent as a 

first step in a process. He said the staff should be absolutely certain that the 

Board will support their action and that he hopes the associations involved will 

react properly and make every effort to effect compliance. 

Following further discussion the motion passed by a majority vote with 

Messers. Carroll and Faulkner abstaining. 

Mr. Pierson noted that in light of later business (subordinated debentures) 

he wishes to note that Community Savi„6s ,„d Loan „„d First Maryiand Savings 

and Loan are on the rules violation list. 

Mr. Pierson advised the staff to seek approval from the Executive 

Committee if the staff has any concern regarding future action in the nature of 

staff cease-and-desist letters. 

NEW BUSINF-SS 

Mr. Neifeid withdrew the proposed revision of .he Liquidity Regulation, and 

Mr. Pierson remanded it back to the Membership Committee. Mr. Pierson asked 

that the minutes refiect that Mr.Faulkner absented himself from the meeting a, ! 



this time. 

Messers Decrin, Shompcr and Friedman (representatives Irom Community 

Savings and Loan) entered the meeting and gave a detailed presentation related to 

a proposed subordinated debenture offering. ' 

Following the presentation and further discussion, Mr. Pierson asked the 

representatives of Community Savings and Loan Association If they intend to 

comply or hotxromply with the Corporation's Rules and Regulations which they are 

currently in violation of. 

Mr. Deerin said that subject to discussions with the MSSIC staff concerning 

a correct, interpretation of the rule, the association will make every effort to 

effect compliance promptly. 

"Hie representatives from Community Savings and Loan Association were 

. then excused from the meeting. ' 

A motion to approve the $20 million debenture was then discussed and was • 

made subject to the following: 

.. i. The allowable portion of subordinated debentures for inclusion in 

computing the association's MSSIC net worth ratio, shall not exceed the aggregate 

total of its retained earnings, capital stock, paid-in-surplus, deferred fees and 

hypothecations; 

2. The subordinated debenture document(s) be reviewed by counsel 

for the Corporation as to form and sufficiency; 

3. A sinking fund is to be established reflecting equal annual i 

curtailment provisions. The sinking fund shall be deducted from total amount of 

debentures outstanding and only the net amount of debentures shall be reported on 

form S/L-200A; OR, 

The debentures must provide that no prepayment or scheduled 

payment be made without the Corporation's approval when said scheduled payment 

63 Li • 
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or prepayment would causc the association's net worth ratio to fall below MSSIC's 

required net worth ratio as specified in 3-211 of the Rules and Regulations; AND, 

5. Not withstanding all of the above, the association would have to 

be in compliance with all MSSIG regulations for a period of three consecutive 

months before any of the subordinated, debenture would be applicable toward net 

worth as indicated in #1 above* It was stated that these conditions would be 

applied as 1,2,3, and 5 or 1,2,k and 5. Mr. Hogg said staffs preference would be 

1,2,it and 5. 

Mr. Laudeman moved that the motion subject to the listed conditions.be 

approved. Mr. Dolivka seconded and the motion carried -by a majority vote with 

Mr. Neifeld opposed. 

Following brief discussion Mr. Pierson directed Mr. Hogg to notify First 

Maryland Savings and Loan Association that their request for approval of a 

prposed subordinated debenture was not acted on because no specific purchaser 

was proposed in that regard. 

Mr. Hogg noted that the member associations have been notified by 

memorandum as to the Board stance of recommending disapproval to the Director 

of branch applications when a member is in non-compliance with MSSIC's Rules 

and Regulations. 

Mr. Pierson said the use of the additional $50,000 advertising contingency 

fund will be initiated by the judgement of the Executive Committee. 

REPORT OF THE PRESIDENT 

Mr. Hogg said at the recent Board of Commissioners Meeting the 

commissioners voted in favor of submitting on both an emergency and a regular 

basis a change to the Division's Regulation . 13-Discount. This would effectively 

eliminate the acceleration of the unearned discount on loans purchased at a 

discount. 
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During an update on selected associations the following reports were made: 

Mr. Trice reported that on or before September 10, 1984, the principals at 

Old Court Savings and Loan Association and First Progressive Savings and Loan 

Association will advise the Corporation of their intentions to either merge or 

recapitalize. Following further detail and discussion Mr. Pierson charged the 

membership committee with making a strong recommendation related to the 

merger or recapitalization of First Progressive Sayings and Loan Association. 

Mr. Hogg reviewed recent liquidity problems at. Gibraltar Savings and Loan 

Association and noted that the staff is monitoring closely and in daily contact 

with Gibraltar in this regard. Mr. Elsnic said he felt strongly that some of the 

items counted as liquidity under MSSlC's liquidity rule are not in truth liquidity. 

He noted that immediately prior to Gibraltar's liquidity problem they were 

reporting 12.5% Liquidity. 

Mr. Hogg reported that Custom Savings Association had a savings decline 

but a retained earnings increase. He indicated that the change to State 

Regulation .13 should slow the growth of net worth and more appropriately reflect 

future earnings at Custom Savings Association. 

Mr. Trice reported that a staff cease-and-desist letter was sent to Merritt 

Commercial Savings and Loan Association and that plans to resolve their 

stockholders dispute would take effect within 60 days and consist of one of the 

two major stockholders buying out the other. 

Mr. Hogg reported that Chevy Chase Savings and Loan Association has 

applied for FSLIC insurance. He said representatives from the association made a 

presentation to the Board of Commissioners dealing with the issuance of $34 

million in preferred stock for the B.F. Saul Mortgage Company. He indicated that 

the Board of Commissioners tabled the request pending favorable response from 

the FHLB or a second appraisal of the mortgaEe(Company. Mr. Hogg stated that 



the staff will study the impact of Chevy Chase Savings and Loan Association 

leaving the MSSIC system. 

DIRECTOR'S COMMENTS FOR THE GOOD & WELFARE OF MSS1C 

Mr. Laudeman noted that the Corporation should be careful In the wording 

of tetters along with other operational matters. 

Mrs. Anderson asked about the status of an up-to-date MSSIC.^'Charter, By- 

Laws, Rules and Regulations". Mr. Hogg stated that this is in the final 

proofreading stage. 

Mr* Dietz recommended attendance by ail at the Maryland League meeting 

concerning the FHLD new rule on interest rate risk management. 

There being no further business to come before the Board, The Chairman 

called for a motion to adjourn. Mr. Faulkner so moved, Mr. Elsnic seconded and 

the motion carried unanimously. 

PMM/lm 

The meeting adjourned at . 

/ 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMITTFF 

WEDNESDAY. SEPTEMBER 19M 

Tt* regular monthly meeting of the Membership Committee of Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation, 

U* East Lexington Street, Baltimore, Maryland, on September 12, 198* at 9:00 

A.M. 

Members present: 

Terry L. Neifeld, Chairman John D. Faulkner, >. 

William F. Brooks ;W5 L. Otto 

Michael 3. Dietz George W. H. Pierson 

Jerome F. Dolivka 

Absent and excused: Henry R. Elsnic 

Others present: Charles C. Hogg II, President; Paul V. Trice, Jr., Senior 

Vice President; Martin W. Becker, Senior Financial Analyst; Patrick M. 

McCracken, Assistant Secretary. 

A motion was made, seconded and duly passed that the minutes of the 

August 13, 1984 meeting be approved as submitted. 

MEMBERS' COMMENTS 

Deferred to staff reports. 

REPORTS BY STAFF 

First Progressive Savings and Loan and Old Court Savines and 1 r^n 

Mr. Trice reported on the status of the merger of First Progressive Savings 

and Loan into Old Court. Mr. Trice indicated that Messrs. Levitt and Cardin 

confirmed the decision to merge the two associations as soon as possible. A 

target date of October 31, 1984 has been set. One potential delay could be the 
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approval of the merger by the Division of Savings and Loan Associations. 

However, Mr. Trice believes that Mr. Brown, the Director of the Division of 

Savings and Loan Associations will approve the merger. 

Mr. Brooks inquired about the delay in First Progressive's 1983 certified 

annual audit. He stressed his concern about establishing the financial position of 

First Progressive prior to the merger. Mr. Trice reported that there had been 

delays in completion of the audit, but that he had been promised the audit by 

September !<», 19S<>. The consensus of the members of the Committee shared Mr. 

Brooks concern about receiving the audit prior to the merger. 

Mr. Brooks inquired about the release by the Division of Savings and Loan of 

the 1983 examination of First Progressive. Mr. Trice reported that the report will 

likely not be released. The consensus of the members of the Committee was that 

this is a very disturbing position for the Division of Savings and Loan to take. Mr. 

Trice was requested to have counsel for the Corporation, formalize in writing as 

to whether MSSIC can sue the Division of Savings and Loan Associations for not 

releasing the First Progressive examination, should damages result to MSSIC as a 

result of information contained in the examination. Mr. Trice reported that in a 

conversation with Counsel for the Corporation, Mr. Hall indicates that it is 

unlikely that the Division of Savings and Loan can be sued on this matter. Mr. 

Trice indicated that he would instruct Mr. Hall to further research and formalize 

his opinion. 

Mr. Faulkner requested staff to notify the Division of Savings and Loan that 

it is the Corporation's position that certain possible criminal activities conducted 

by former employees of First Progressive should be referred to the Attorney 

General's office for review. 

Mr. Otto inquired about whether pro-forma financial statements have been 

prepared by Old Court Savings and Loan to show the financial position of the 



^ association after the merger. „ was repor,ed ^ ^ ^ ^ ^ bKn 

prepared as yet. Mr. Neifeid inquired as the net worth of the associations once 

merged. Mr. Trice estimated that it would be between 3.2* and 3.896, unless Old 

Court liquidates certain of its venture interests, in which case «he profit from 

these may restore the net worth ratio to 1% or more. Mr. Trice was requested to 

clarify the financial position oi the associations on a pro-forma basis. 

Mr. Trice reported that he had issued a staff ceasf^nd-desist letter to Old 

Court Savings and loan concerning certain lending limit violations, which 

directive was temporarily lifted, but reinstated after confirming with the 

association that the limits were being violated. Mr. Trice indicated that the staff 

will monitor all outstanding commitments and any future commitments which may 

fall within the specified categories. 

It was further reported that the association is in the process "of reducing 

brokered deposits. 

Mr. McCracken presented the Committee with an update of his monitoring 

ol Old Court. He reported that he and Ann Franetovich had traveled to 

Pennsylvania to visit a project of Old Court's known as Meadowick. Mr. 

McCracken reported that they had found the property to be in both an excellent 

condition and location. 

It was noted that the Division of Savings and Loan Association's examiners 

concern about this project's value may have been unwarranted. 

Mr. McCracken reported that he is meeting with Mr. Cuidice of Old Court 

Savings and Loan on a weekly basis to discuss the overall operations of the 

association. 

It was reported that the completion oi the field work of the Old Court 

examination had been delayed by at least a week. 

Several committee members inquired about .he status of the Corporation's 

- ^ 
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notice <o the Division of Savings and Loan concerning the disapproval of branch 

applications. Mr. Trice reported that one branch application had been approved 

apparently as a result of his letter arriving after the period of time by which ,he 

Director is required to Issue his order. 

After considerable discussion about the options that appear to be available 

to the Corporation concerning First Progressive, a motion was made, seconded and 

duly passed that staff advise First Progressive that a merger by Firs, Progressive 

must take place by October 31. m* or the Corporation will require the principal, 

of Firs, Progressive «o infuse capital into First Progressive in amount necessary to 

obtain a 3.00* ne, worth level. If the principals of First Progressive Savings and 

loan are either unwilling or unable ,o infuse th« amount necessary, ,hen the 

Committee recommends that the Board of Directors take action lo'petifion the 

courts for a receivership or conservatorship of First Progressive. Mr. Otto 

abstained, indicating that he agreed in principle with the motion, but felt <he 

Membership Committee lacked the authority in the MSSIC Bylaws to take the 

action specified. 

It was reported ,ha, First Progressive violated its staff cease and desist 

order concerning trading in futures and options. Mr. Trice reported ,ha, Paul 

Freeman, who is both the managing offlcer and sole trader in securities for the 

association, indicated that he did not understand the terms of the cease-and-desist 

order. Mr. Becker indicated that he and Mr. Hall believe that the association has 

been speculating in the securities market and that this has been a factor in the 

decline of the association's net worth due to both realized and unrealized losses. 

Mr. Brooks asked Mr. Trice if he has any peronal or other association or affliation 

With Mr. Freeman currently. Mr. Trice indicated he did not. 

Mr. Dietz expressed concern over the extensive advertising that many 

associations who are below 3.75% net worth ratio are currently engaged in. He 
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recommended that these associations cease further advertising until they are in 

compliance. A motion was made, seconded and duly passed that the Committee 

recommends to the Board ot Directors that sanctions forbidding advertising be 

implemented against all associations below a 3.75% a net worth ratio. Mr. 

Faulkner was absent for the vote. 

Mr. Dietz requested that copies of the staff cease-and-desist letters 

previously issued be provided at the next Executive Committee meeting. 

It was requested that staff remind the .Division of Savings and Loan of the 

Corporation's desire to be a part of the approval process for new branches. 

Gilbraltar Building and Loan Association 

Mr. Trice reported that Gibraltar Building and Loan has repaid $2 million of 

the $3 million borrowed from the MSSIC CRF. The final $1 million is'expected to 

be repaid in a month. It was reported that the stockholders suit between Messrs. 

Goldstein and Hershon has been settled. Mr. Hershon is no longer a stockholder 

nor affiliated in any way with the association. 

First Maryland Savings and Loan 

Mr. Trice reported that a staff cease-and-desist order was issued to First 

Maryland Savings and Loan for certain lending limit violations. The association 

while disagreeing with the intrepretation of the lending limit rules, will furnish a 

plan to lower its loan concentration in these violated areas. It was reported that 

the subordinated debenture application before the Board of Directors was denied 

due to lack of specific buyers. It was the position of the Directors not to issue 

"blanket" or "shelf" approvals of proposed debenture issues. 

Merritt Commercial Savings and Loan Association 

Mr. Trice reported that he had issued a staff cease-and-desist order to 

Merritt Commercial Savings and Loan for certain lending limit violations. A 

meeting was held at MSSIC between representatives of Merritt and staff. A 
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primary topic of discussion was the financing plans of the Merritt Tower. It now 

appears that the association will seek substantial if not all of the financing of the 

building from outside sources or syndicate the builidng. Mr. Trice reported that 

the two owners of Merritt, Messrs. Klein and Gibbs are negotiating for one of 

them to buy the other*s portion of the stock. 

Mr. Faulkner wished to advise the Committee that in his opinion, the Merritt 

Tower project represents an undisclosed liability of the association. 

Community Savings and Loan. Inc. 

Mr. Faulkner excused himself from the discussion. It was reported that due 

to difficulties in structuring certain of the terms, the request for approval of $20 

million in subordinated debentures by Community Savings and Loan ha been 

withdrawn. 

RULES VIOLATION STATUS REPORT 

Liquidity: 

Madison and Bradford - Mr. Neifeld presented, for discussion, the 

liquidity violation of Madison and Bradford. Mr. Neifeld indicated that he had 

notified Mr. Elsnic of his intention to discuss this at the meeting and that Mr. 

Neifeld commented that the kind of liquidity waiver that was granted the 

association several years ago in not consistent with the policy decisions currently 

being implemented by the current Board of Directors. Specifically, Madison and 

Bradford under the waiver provision, is allowed to make mortgage loans to 

existing customers although they may be below a 6% liquidity ratio. Therefore, 

this provision does not require improvement in the level of liqudity. The 

Committee noted that although Madison and Bradford has operated for several 

years with a low level of liquidity, it has not borrowed from MSSIC during this 

period or appeared to the public to have a liquidity crisis. However, the 

Committee in the spirit of obtaining full compliance with the MSSIC Rules and 
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Regulations, lor all associations, instructed the staff to request a plan from 

Madison and Bradford indicating prompt compliance with the rule. 

Mr. Trice reviewed with .he Committee. ,he ru]es violation list indicating 

where appropriate various actions that are being taken by the staff in addressing 

the associations'compliance requirements or actions. 

Mr. Trie, reported that Section 3-217(A)l) of the Rules and Regulations is 

being incorrectly interpreted by some associations as to i,s definition of 

"aggregate outstanding principle balance". • He indicated that some, associations 

are interpreting this phrase to mean the "net" rather than the "gross" amount of 

the applicable loans. Mr. Trice suggested that the membership be notified in 

writing as to the proper interpretation of this rule ^ 

The Committee agreed with Mr. Trice's suggestion and requested he notify 

the membership. 

There being no further business, the meeting adjourned at 1:20 P.M. 

■ UL 

Respectfully submitted 
Martin W. Becker 
Senior Financial Analyst 

MWB/nc 
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KkRpy HUGHES 
OOVtRNCH 

FREDERICK L. DEWBERRY 
SeCRCTAMV 

( 

U: 
STATE OF MARYLAND 

(:4 

department of licensing and regulation 
DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 

2J1 EAST GALTIMORE STREET 
SCVCNTm floor 

101 'tS*-C)]0 

GALTIMORE. MARYLAND 2»J02 

CHARLES H. BROWN. JR. 
director 

[o 

33 

October 18, 1984 

Mr. Alan Pearlsteln, President 
First Progressive Savings and 

Loan Association 
229 East Main Street 
Westminster, Maryland 21157 

Dear Mr. Pearlsteln: 

:2KSSl;rn,:r- 
September 2, I983. 6 OUr examInat,0r1 was not completed until 

wlthayrouaandreothth,S 0IV,SlOn a"d MS?,C have "et on several occasions' 

a^l.'or G?^r£
SAPten'!>er ,8- 'S8'1- The management UtUr fro^ yo^ 

J38A. ' SSOC ates' P*A-» was not received until October 5, 

Jepornnd^a^el^^t^^^^f'nlrv?".3' " ,n the 31,1,11 

r«r~ "^ 

11IB 6 0 
BALTIWORE Mf T RO AREA 658-6330 
OuTSIOC BALTIMORE ^tTRO AREA 
t On- - r Rf e 1 .non.AC- 

706" 
2338' 
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Mr. Alan Pearlstein, President 
October 18, 198^ 
Page Two 

and Regulations of the Board of Conroissloners. It Is apparent that 

Tra'tZs S TJ' " r ?0ard 0f Olr"to" controf of !he 
"e to remind vou IVl' f!0"' ' • therefor«. '« 's Incumbent upon 
c'ary rZoJTuny rtliTLZt:1" ^ 0f f"i"- 

Cou^ SavLs aSdTr a 9fr f Pr09r«»'" »'<" Into Old 
work out iarh I A»oc »tlon. there Is not sufficient time to 
WheS the M^r"? eVery ,"'°ble"' in "nnecHon with this examination. 
Novlh.r ^.91 H cons'm»a'«d at the end of this month or early In 
all parties tl? expecud that a concentrated effort will be made by 

Th s 0 v s on wU ^ t^
e "* forth th« "amlnatL. 

made to this end. UP 3 for comPlla"« the progress 

Very truly yours, 

(Lb&dL* / ^ 

Charles H. Brown, ^r 
Di rector 

CHB:WSL:kg 

Enclosure 

cc: Maryland Savings-Share Insurance Corporation 

V 

70a -M38!! 



EXAMINER'S COMMENTS 

lilit Prooreislv.    ^ . '    ^»>ive savings and Loan 

Comment I ; 

'981 to during th. period April |, 

'■ ^«-0'nn^0onv'irrt"^r.t«u
b.: fzutlon '30C cou,d not ^ 

th«r« w.r, ||en, prior to »h **.* n0 •PPr«»"l.ln file, or 
;;-?i^. •. ^ th« unp« id 

^ 1 ■i'J \ ir' A 
• - . v. 

<•181 JIB? <1196 4222 1*227 1,230 ' . ' r \ 
(.239 J2J0 <,2<.3 W6 1,261 Hifc? IT* 

•Ml «f Jin Jg,7 t»j ;»| 
«» «eo Wg tut 

wr:etLarr* ••"• ^ r'te of 
employee left th« employ of Flr.l^rL f0 ,ncrel,e by 2* when the 
Progress I vc, but the lo,n r.te ^ Ke" 

between tb« 'ate of'thi ""{"t than 2 ,nonth, h*d elapsed 
the mortjage. of t^ iLn^K!"0*' ;date 0f th* '"•cording of 

B H r !i««"™ 
Jrj «;5 If Jill S S? 

'•ig? <1200 <(206 

Th^..,,'^ jhould .,, (unai the .I.M|it,on _ t||i<i> 

•h- s"'i:.';," 

'•<lo In .icc,, 0f got of the „rk,t v.|„t"*r " th * "■ •Pf"'"! 

6. 

C. 

23390 
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H. 

I. 

Comment 1: (Cont.) 

C. Loans 3807 and MSI are • |$t and 2nd mortgage, respectively, on ll^OS 
Woodland Drive owned and occupied by Jeffrey t Karol Levitt. As of the 
December 30, 1981 loan date of the second mortgage, the unpaid balance 
was as follows: 

Loan 3807 $130,003.56 
Loan Mgi 100.000.00 

Tot*': $230,003.56 

!o!n0?,y •P5""*1**' ,n/"« «a$ dated November 26, 1975 for $190,000. The 
^'•0,""" ,'outi°n o' 

iz'/"1"""p"oni' 

Drooerfv00 •'0C(2,(c) T'^ulr.. that • loan secured by proved residential 
I ^ " h°7eow7er b« amortized 00 a monthly basis and that the loan term and amortliatlon period be the san*. 

amort l^ri ''2"!'^n ^ *ecur, ^ of '"Voved comrorclal property. Is non- 
v^ul rLW fl* loan to appraisal ratio In excess of 75* of the market 
amort 1 t I na 'inl u »tate» that the aggregate amount of any non- 
n^ 7«n f"0!! securl ty of Improved commercial property may not exceed 75* of the market value of the security. 

^torniv'H^ ,hfet
t
for No- '"97 show, that $600 was withheld by 

the as!Ll!Ho*Vl !0ri.th* •,crow account to pay taxes. However, 
Utter ^ M 0*? C?rd 0n,y w" creTTted. A letter from Mr. Levitt s office to the examiner Indicates that $^66.59 
was used to pay a Judgement held by the C. Hoffberger Co. and the 

tm* t ? W4, rem,tt,d t0 th« association for the escrow 
Artlru'^j i* v,0 't" S«etlon of the Financial Institutions 
con-^Io " t^t det•,l, 0f eich •nd every charge made In connection with the settlement be on the memorandum of settlement. 

The method used by the attorney to pay the Judgement from funds set aside 

iZ Ar^cU^!H.*hCOUlt,^,,0 V!0lateS Sect,0n 12-109. I Of the Con^rclal 
other th^i fa Prohibits the use of escrow accounts to pay anything 
closure or ,n,ur*nc* Premiums and ground rents except upon fore- 

orlntlr ?h 'k4" fne K0" 1,2,7 reve,,ed the time the loan was granted, the home was owner-occupied by Hr. Fleming Whaley. 

The following was noted In regards to this loan: 

0) There Is no commercial affidavit In file and the purpose of the 
loan Ind cated on the application Is home Invrovement. The asso- 
ciation Is charging a late charge of 10* after 10 days. In vlo- 
atlon of Section I2-I05(b)(3) of the Commercial Law Article. 

(2) Old Line Mortgage Company was paid a broker fee of $1(90. There 
Is no evidence of a written broker agreement In file as required 
by Section 12-805(d) of the Connerclal Law Article. 

(3) The settlement sheet Indicates an "additional cost" of $150 paid 
to Jeffrey Levitt In addition to the $500 paid to him for attorney's 
fees. Please have Mr. Levitt explain what the fee represents. 

CO The borrower's escrow account was charged $50 for attorneys' fees 
on March 23, 1903 In violation of Section 12-109.1 of the Comnerclal 
Law Article. 

J. 

.,5a- 2330- 
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Comment I: (Cont.) 

The lettlement sheet shows that $600 was withheld to pay off an 
open mortsage to Alvln Lapldus. Since this loan Involves a re- 
financing of an o-mer-occupled dwelling, the disclosure to the 
borrower of his right of rescission under Federal Regulation Z 
must be In file and was not, 

K. The settlement sheet for loan number ItlSS Indicates that $200 was with- 
held for the borrower's ascrow account. A review of the mortgagors* 
account reveals that this money has not been credited to the borrower's 
account. It appears that this money has never been received from the 
attorney. 

L. Loan '(27't was to refinance loan No. '•ZO?. Borrower In both cases was 
Donald and Carolyn Wenderoth. The settlement sheet on loan shows 
that $65,000 was deducted to pay th« prior loan (No. <1207) and $310.68 
was to pay Interim Interest on loan to be paid off (<1207). This Interim 
Interest covers 10/1/82 to 10/22/82 settlement. It-was not received by 
first Progressive from settlement attorney J. Levitt and was never 
posted to loan card 1*207 as having been received. 

As^ of. Hay 2 3, 1983. the $310.68 has not been receIved by the association. 

M. The mortgage Instrument for loan <(321 Is dated December 6, 1982; however, 
the settlement sheet Is dated October 19, 1982; Checks dated October 
19, 1982 and totaling the $1.7 million loan amount were also found. The 
loan Is to Franklin Associates, of which (Carol Levitt Is President, 
Allen Felnberg Is Secretary and Jeffrey Levitt and Allan Pearlsteln are 
owners: 

(1) Please explain the reason for the discrepancy In the dates. 

(2) This loan exceeds the net worth of the association at the time 
the loan was granted, In violation of Regulation .30B(I). 

(3) The loan does not require payments of Interest at least quarterly 
as required by Regulation .30C(7). 

(M There Is no evidence to show that requirements for approval set 
forth In FIA 9-307 were met by the association on behalf of Messrs. 
J. Levitt, Karol Levitt and A. Pearlsteln. 

N. Loon ^255 Is a loan granted for construction purposes with a loan to 
appraisal ratio In excess of BOX of the market value. Requlatlon .30C(10) 
states that the aggregate amount of any loan for construction purposes 
may not exceed 80t of the value of the Improvements after completion. 

0. The association obtained permission from HSSIC to make a loan to Sunset 
Associates for $280,000 for a 6 month term. Loan '<193 Is for $^00,000 
and a term of one year. Please explain why the approval terms were 
exceeded without permission. 

P. Loans It2'42 and It2l(6 are In the amount of $l6<t,000 and $200,000, respectively, 
secured by the Identical lot numbers. Title certification In file by 
attorney Jeffrey Levitt Indicates that both are first mortgage loans. 
Please give the correct lien status of each loan. 

Furthermore, the title certification In loan Ii2l(2 Indicates the sellers 
of the property took back a $180,000 second mortgage. If correct, loan 
^2'<6 would appear to be a third mortgage. 

Q. At the conclusion of-the examination, the examiners provided manaqement 
with an exception sheet that listed technical deficiencies In loan 
documentation Including missing and Incomplete documents. The Board Is 
requested to advise this Division of the corrective action taken by 
management with respect to the Items listed on the exception sheet In 
Its response to the report of examination. 

23^ 
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C orrmc n t 2: 

flfty-thr,, d,,,nquent ,ccoun^ ^ i9*9* 0*" "-ecords reflected the existence 
"egu 111 Ion . 01C. The ouMUndlna b!!. T ! by th# ,,,fln|t|on **t ^orth In 
«» of the current ex^mln.tlon d.!, Jlprli^ntl !!Ci?Untl tot,,ed ».099, . 30 

tot«l mortgage balances out.tandlno Th ! !l* delratio of 16.2X of 
isseu. ng. Thl» also represents 10,2t of total 

balance of'the'del liHJuent •ccounts*?' •x*mI"*Jlon' the total ootJtandlnq principal 
1^* ^""Ouent and unpaid Interest ©^[wn! Jh?" ^559•,,l^•36 to 55,099^56.30. 
561,22^.00 to f1* 16,03*4,611, Hibjtct to consent increased from 

funds from'refinances' "its^r'for^lo! ,l*tef *wa,t,n9 disbursement of 
held funds for over a year after settU^Tr ",es- *ttorn®y Jeffrey Levitt has 
-t tH. funds promptly to ^ 

r-v",,d 
the monthly S/L 200 Report. • 9 reported 10 HSS|C -nd the Division on 

Comment 3; 

payment after the'd^^n^crcontTUued'Tor lo'd96"1 * h'*' ch*r9e baSed on lot of 

"oan Instrument In all cases specific . « . Y!' How®ver. the 'ctual mortgaqe 
terest payment due after the del In u charge of the principal and In- 
Th-efore. the .»ocUUon ^ '5 d^ 
«nd determine If they were collected ln acco^d^ ^ charges were collected 
^1" "ate charges not In accordance wlth th^r ? "ortgage contract. 

"".cd „„„ ;f ,h. 

1(212 <(260 
'"'SS It22b 1)279 
'<196 (,227 14288 
^03 1.233 1432 1 
'•206 l(2l(l( 

Comment 1( : 

the borrowers were chargedTor' t It" "nlura^ fo1 !?"!"' loan fl,es revealed that 
rre ln f"e. .Uhough ?n some case! po,lcl"; ^ fl"-1 title policies file from attorney Jeffrey Levitt Th *'* 0Plnlon of title certificate In 
recc I ve , a title Insurance policy or I r.fllnS^'V f0r' 'nd therefor' ^uld iwy or 1 refund of the emount charged; 

'•181 1,226 I1258 

ilfio J*229 ,,26, 
M89 1(239 1(266 
M90 1(21(0 1,280 
''193 1(21,1, 1,281 
'•ZIO 1(21(6 1,282 
^11 W? 1.283 '.291 
^221 <.251 1,28^ : 1,292 

<.285 
'.286 
<.287 
1.288 
<.289 
1.290 

'•225 

I* *33. 53 
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Comment 

account w.i charg.d $50 for «„ •ttorney1* cotlectT^ I ***''* the e,crow 

of Stctlon l:-I09. I of th« Commerc I«I L.w Art cU '* v,oUtlon 

'ny escrow for u„ other th.n In wvlno t.x« T Prohibit, the use of funds 
rents except upon foreclosure or relwle? Insurance premiums, ,nd ground 

Comment 6: 

•nd $75!oorfoJ i'nltltutfnj'foreclMuI* $50-00 for »«n<«ln9 • collection letter 
to the "ortgege b-Unce o^r Jeducu T^e,, fe" "ther edded 
575.00 fee It euthorlxed by the njrto.M 9 ''"'i.* •,crow b#,*n«- The 
'» not. y K>rl9*9* Inttrument j the $50.00 collection fee 

•greed to u'wNt'nJ?1 Therlfb?^ M^Uv?^ CO!,ect,on ,ett«r f" "nletf It Is 
time as the borrower agrees In writing to ,UCh ch*r9** until such 
be refunded by Mr. Levitt. v'rlt,n8 ^ P-V tuch charg... _pr|or f,„ p,Id ^ t 

Comment 7: ' 

follow,n9r
m,Mt,0n0f the r*cor(ii supporting freeshare loans revealed the 

A. Savings account Nos. 3150. Jlfcli tili »^cc 
J* security for loan Nos. 001 il26 and 4m am'j*"*1 2018 #re •**l9ned 
'lies are not signed properly' Th. 5 ' An docu,n«n" In these 
•ccounts. Therefore, thrnote '* accounts are all custodial 
"Hist be signed to Indlc.te thli 'nd ("*c,°"r' state^nt 
S-IthJ. to comply w?th ^ufUlon :82i. ^ S,", th costod"n ^r Jane 

In the event of defaUl^^thd^a^thrn8"*"1 •ut^orlz,n9 the 'ssoclatlon 

J"'1 P'edge .gr.em.r.t for It. 
by Regulation and C Thasf W*re 001 signed as required 
the time of'the l^n was'se^! !r! 10 Jeffr,y Uv,tt' ^ 
association. y, Attorney and a Director of the 

loans for whUh^nterest^wal^unpaId 1°*" ^e^0^d, refl«cted at least four 
amount of the loans totaled $37^ all'of !hl V0 d'Y'' . ^ WW 
Jeffrey Levitt and/or Security Storm ^ ^ *re •ttr|butable to 
documents for Security Storagl. 9 * Levltt •,*0 ^Sned the loan 

Comment 8: 

Comment 9: 

t.tlX'" " "" "" """"" •" "" """ °< "'""Or. r.v..|,a 

period April |, 1981 !. March 3^ ISfil 9 the eurrent "Mmlnatlon 
comment In the'prior exa^naU^'r^ri. ' * m,tl,r 0f SUP^lsory 

«• No annual meeting hasbeen held since August 10. 1981. 

0- ;;-.nrui!:-:;!-;":: 

d|rr«!orr*' Mr, rr','Mn, d0•, n0t kn0W Wt,,n h' a 

e. 

c. 

o. 

-f 4^339^ 
( j,4* 

-I5d- 



Comment 9; (Cent.) 

,98K Themi"ut"« Hr. P..r„t.,n h„ voted „ ^ date. yet 

feting), .nd Oe^r'lSriSal^re^ Ugned^ ^Ucrl'J^ 

^n.r.r:i^:i;ut^:o:0^;^ ^«r^^^^;o;1!^
,l^T^^er:,tatements 

September 1981 March 3, 1982 
November I98I October, 1982 

H. 
6/21/82' 7/l2/82!l/?5/8r2; ll/2l!%2\tnr?2/l5/8rCUSIVt|mee7,nfS " foUoW5: 

of the ...ocl.tlon'. byU« r,.d. ?ol 1^1: ?Ct 0n 7 of Art,c,e V 

,fn!Cf!0n 7! Any 0Irector •bsentIng himself 
b^ r w* ,"cce"lve "neetlngs shall automatically b. relived a, . Director and hi, seat shaH be 
declared vacant and the Board of Directors 

11 fl>> the vacancy thus created..." 

However, there were'no'ml'nJtes'of^he'' ^ CO'J,m,ttee actions at each meeting, 
review. ""nutes of the executive committee available for 

proxy unless allowed In the bylaws. t0rs may not ^ represented by 

association a^etafner^M^O 000Pay J?ffrey ^?V,tt 85 eounsel for the 
wa» also paid $30,000 for 1982 serv? H f0r 5 year$- Mr- Levitt 
Service Corporation The$- rendered to Monumental City 
Regulation .^Ct). This Is •.D.r?PTtr k? ^ hl9h •nd ln vlolat|on of 
the fact that most attorneys ! H e th® "^""tlon In light of 
^ee. In return for the setlle^;; I^r^r::^!^ 

->;n.^:^^h^ti^":n^5|r::t-r-PP-ved on the same day Mr. Levitt 
was then elected to fill this position at'tha™?!"^!' ^ ^ L0Vltt 

^I^eTby'^n^"^?;)1?: tn^ola^f' s" !?"' *?0fher 55'000 

of MSSIC Insurance agreement dateS ^rlh 2 ?g82 2(0 

Prior written consent of MSSIC for the paym^n! of's^.ir " ^ 

mffora Sii:is;;:'
,:P',rn

ru"«" 

Comment 11; 

foil"" "J S"t. ... returns r,.„l,d the 

A- ■m'"""r":"1 c'" 
If. yttrt .„l.t 0,;.«.r j!, ,58, „j C.c.M.!; i, 

:~,u rr::;*"" •" 

Cofrmen t 10 

2333<i 



c ^ \ So^sn II: (Cent.) 

B. 

^ ^    (or., •the Ft den I 1120 form '^i nc# *" figures ar» . 1 e 

«•««. The «»$ocl«tlon^»Cdl n0t yet ^ filed In^'" 10 off of 

wl^ the ,ctu4, U.S. rTiurn >!<reCte^ t0 fl,« • correct^ Z 5"'" *re ejt|- 
N° ««ry|an<, ft., form h 

11 '* Prep#red *nd 'HedT COmp,ete 

^^e«'0" w« fooo. foMS/;::?/- the     ^ce^er 31. 1982. 

""" 
«0cr«,|^n^

r,^|j
njjj^ 0,^«^3l?l|t98*.C^Mchtwd 0f tha MR0 K-8 form 

wivision puriu- 

If 'ddltlon to h 

A 
v V'«ntea for construction 

^'•"urse^r;^;^2^. ^260. ^6,. ^ 4nd ^ ^ ^ ^ 

'• L0,,n r,,' No*- «26l .nd «275 dld nof 

;• ~fc- ^ 

..- - 

w .h. ,Mcl. 
Comment 11 • 

rr;.:-;: r — 
A- A revlew of the , . rey",«d th. followin,,; 

z'Bi 

'• Loan No <(26l | 

the examination date 'the^ ,ett,em«nt by fhe,t«,l0
|'

nflcate that 

n*proce»t and $1^5 81^07 0C!*t,on h" disbursed Ai of 

C- ^ "ttlemen, sheet f0 , ^ L.W tt. 
h've not 

^ iUOrney '^^-Z^v^U^or^nc^^^'p^cV32'000 
0r pre-con»truction work". 

-isr- 
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Comment II: (Cent.) 

C. 

H. 

I . 

Co*TTT*cn t 114: 

Pl««»e provide co^e^of"^ ^nc.P,et*d 0r ^ WaS p4,d- 

Jed ^?t •lt0rn*y- Also. Ind.cM. 

^'•t) ' revea ! ed* tha t' l'n 'some''ins »"PPOrtlng various loans (e.9. 
on the loan ag.lnit the UP IT!"', eTlI"0Cl*t,0n «h«''0" Interest 

* Poetic, a. It e.„ u The O,v,,l0n doeS "«" condone 
necessary for completion or «n!?,.!).? r?nted deP>*tloo of funds 
lo»s to the association. Furthertnora 0"* *hereby enh*"cln9 the risk of 

de I Inquent!** ,04nS " be,n9 —,y 

*d'ances^I"J^";rr
(^9;o^^'bj260. and (.247) construction entry. The borrowers wer# rK owers checking account by lournal 

People. Where ^ ^ d,,,bUri« funds ^ thi prop^r 
the order of both the borrower/bu11d^0" * OU'd l,lue checks drawn to 

the rt"! i In the »«cur J ?orJhr^r P*rt,e, ^ h*Ve squired 
than intended?nitrUC ^r^po^J^t^r^ 

be * '^'•u^rlwilirioJ «chhdlstbU,tee f0r *" fun<,S> there should 

Loan^ 0 

'etter from F I r» "progres'stve ' ^"th* ' ' ,tdi0n J'nyjarV '983. Per a 
fun<l* were to be disbursed unM TT' *ttorney' Tt>omas Cara- 

dat Rl,k '"surance policy As of rh M
rit Pro^re5,,v« received a there Is no evldencrin file of a B 1983 <«""natlon 

t0U,l"9 525.72 have been dUblrleS k ,n ^"'on. 

-'th the' rfraVSedule^n'fnrJor 1°'"^ 2°' beln9 made ,n «cordanCe 
Otal amount disbursed on loin £ ^50' ^77' ^S. The 
•t was ,0 be outstanding at any "one tl^bJ^J^^O.'^ 5l70,000 

of « Journal. en|ry?,ferred fr0m ,0an 1,266 to '^n 42W without benefit 

556*519^02 ^was'dl'sbursed'prlor'^t '"d* lned 'oan 1,266 reveled that *t111ed on December ,gsj and ,982- wa 
to settlement. * *nd th«r«fore fund, were advanced prior 

the ,oin ed enture on April 25, I983. However ri T•^eytow,1 Townhouse Joint 
- — Cty — the 

"Hypothecated Saving "'^^^av I ng^ac ^ ' l<d9er *CC0unt 2020-00) entitled 

T t""A ",i,w 0' :h"r'=' 

t'he assoc?,t?CCOU?*I|*0^,*^®*d**' colla^ra?1 t^,ndlca[e for wh«t ^rtqaqe 

^tht TOunt 

the savings accoint^1 PrOPer,Y Pl8=lng and maintaining hold codes on 

account No! 3038*on'February* 16p',rt,•' release of funds In savings 

Common; |^; 

A -view of loans foreclosed revea.ed the follow.ng: 2^39? 

-•59- 717 



H. 

I. 

Cormtnt 20: (Cont,) 

(5) Jhe "Inute, of March. 1983 sUt. that a 1979 autonoblle wa, given 

• boutI 200 ^ Hud,0n' ^ •'W value wa, said to be 
thli 9|}; •djuttment was made to the general ledger for 

Dn^.ucMr^r0^: V.vxt ,oani thjt 

tavIngs and loans set forth th^*' *t«ndard accounting manual for 

lo'rlco^clf/t^tror1!:*Ce0UnU ,S not Performed 
deta I I records. Furth^rmTr! ?^ »"bsldlary or supporting 
subsidiary records tn fK * ? ®xamlne^, could not reconcile the 
following account!: 88 ed9er COntro1 *CC0unt for the 

1120-00 
2175-00 Mortgage Loans Receivable -- Off line 
1200-01 Mortgagor's Escrow - off line 
1120-01 £;°rd ^ 
2175-01 Mortgage loans receivable -- on line 
2010-00 Mortgagor's Escrow -- on line 
2011-00 shares 
2012-00 JX (90 day) Notice Accounts 
2050-00 Statement Savings 
2081-01 Certificates of Deposit — 7i» 
2091-00 .. " " A" Savers 
2092-00 Jumbo " ^ney Market Cert. 

209','00 Cl * ? 2095-00 Keogh Accounts 
"ll-SS ,r 

'■ ^ ,h- — ii""- •'—m, ......... 

c/i / Bjln. — .Bank Account # 

'006-00 Equitable Bank 'tll-OSSIt-? 
1007-00 .. ii '•11-0585-9 
1008-00 ii „ Al 1-0586-1 
1010-02 , . '•I 1-0587-3 
1010-011 , " Trw,t 20I-Ji6239 1st National Bank of 520-1 

1010-07 .1 H4ryUnd .1 
1010-06 M.r . ^ u , 088-9853-2 
1010-08 7 ^*"? ^J'008' 811352-'i 1st National Bank of • 520-1172-1 

1010 Carroll County Bank ( On-'(382-l 
Trust 

S" s! nir"1; Dr ^ •>»" u,t 

K "50-00' 
0 e^!r 31 g0^" Mr!: I'c0nc,,ln» > "f which data back to ,il!i 9 1' ,r*t ProSrassiv« should book these adjustments In a timely manner and stop carrying them reconciling I terns, 

Seneral ledger account No. 1225-00 entitled "Miscellaneous 
Receivables revealed the following: 

-15m- 
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(I) ll*t€d below remain In Miscellaneous Receivables ? 3/31/83 

"Mseisz !!*blt Ba,
1

,,
i
nc<1 October 31. 1982 

6l,1tl0.83 •. „ October 31, 1982 
S*.270.00 ii „ November 30, 1982 

v'OA.SSe.fi?) Cr.rfli. m I November 30, 1982 
 Cr'<,lt B*Unc« November 30. 1982 

»5«i.779.32 Net Total 

•t>ove transactlontl 0fflc* W,th ' det«lled explanation of each of the 

01 2%"cC " '■> «• J- •mi,,   depot11 
»' lo.n 3681, Ip„:rnAf >. ""■'""f 'ol'" >h' lor^ltL', 
chased the property (with payment"^*??* fCptY Servlce,CorPor41ion pur- 

sold to Wm. Jarrard In Aunuct Tofli™ Pro9reJ» I ve). The property 

that the association has never r.;.t I '^ Purchaser. It appears 
* * of 'wn 3681 on the $25 000 Evtd [""f1 on the for«closure 
t"rn*a"» "i.ooo5: ; ;• •"•<9 oy,Levitt less some expenses, 

^ ^ I.... pr».,fc this .,th .C(:oont,ns of ^ ^ ^ 

l"0'00 •"'ltl""l)«. fro. 

Ple*,, "P'-'n the reason for the Cafli"! *' 

-  

_ £S'SS"~- waswassws 

'Repurchase Agreements" exceede^the^r f6"?1"*1 ,ed9er account No. 2100-03 
March 31. 1983. exceeded the control account by $518,862.85 as of 

11'had'not'been S'leS^wUh *"0U?t C/L ^ >511-00 revealed that 

Loan ^288 to L £ v r i 
>982 In the anount ^ IsVoo'o^1'.'" "W« Sett,ed August 5 
>983. However, there was ne^ sTtT Pald fu,, 

The association's personnel e*ol«? j u y ,oan card Prepared 
the '•"« Is recelved. s"nce the fn» ' 81 * '?•" '* not >>"« ""til 
~ ""-.1™ _... pr,p.4-z .r'r-r 

„ch ,0„,, the 

"» .o.» o„ „r ..o„„, 

7VJ 
-ISO- 23404 



INTORAftTIOKAL COWtKTii 

Increase 
(Decrease) 

Wrch ^1, |?8,1 Harch 31. 1^81 Dollar Amounf Cent 

$'Vln9, >37,*05,M7.89 $7,900,833.8) $29,505,01^06 373.«i 
Total Net Worth . ^,3, ^ ^ ^ 

Total Mortgage Lo.n. , 3I,M*,7I7.7* 7,731,116.93 23,683.600.8. 306.3 

9,61.2.218.63 A0.302.3I0.9I AlB.o 

O.cemb^nl.^r^e'oMS'thrfolSlJj: the ?*,'nd*r/fll"l y«*r ended 

1. Net operating Incooa (Paga 6. Llna I) 

2. Taxes (Page 6. Line k) 

)• CrM^. s_ 3) !ijs0 j;! s6 

4' u™';b^/?rj*"rv" "" 

t to Net 
Pollar Amount Opcr. Inc. 

JZj^TTO^TBSJjd , 00 _ 

-0- 

8^.8 

'•19.835. H ^ ^ • • ■* 
5. Net Income distributed (Total of ? ^ .0^ 1 ^ » v otai or 2, 3 and l| above) $2,770.186.10 

-l5o- 
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HO^IEHTAL city sekvice corporation - 

tmmln«r'» Commenti  

ConTDgnt I: 

Ir.rr^.T- th**"oc,*t,on,» Investment In 11 '» violation of ^ul."on%5(2) UK "t,0c,•t,o",» Th.r.for., 

•tlon'. book., ^oki with the «,ocl- 

Percentage of Investment: 

O Per Honunental City Books . 2 n 

(2) Per First Proir.s.Iy. s.v,ngt , ^ ^ ^ 

Comment 2: 

'onoXr" 0f th' ",nut" of Honun.nt.1 City Service Corpor.tlon reve.led the 

Section for th® P*»« ^ Year». 

the c^eHnr«!JchC3r$,|'9fl|ethn9$ av*,,,b,e for rev,e« for 
those deted Kerch 22. 1982 2nd Oece^r l! J382r?U9h ^ 31' ,98J 

Boerd" ^y,0ff!"J aPPo'"tecl -t the "Special 
etlon. cn "• '3" >^0 Is still currently with the essocl- 

December I, fee,, ,*9•, feef •rid bonuses were approved on 

P«ul Freeman ' $1,000,00 
Jeffrey Levitt 1.000,00 

itylrt ^ 

S": !5! 

Co<TTnent 3; 

" o~""" ■•••"»4, .58) 

w «o „r,. Wr[tnu on thij it<ount 

Subsld?iry6r«TOrd!,>tndl«tP,^t*,n " •TOOnt i'0.000.00. 
In the •mount of ?l0,000.00. 11 thl* •ceount 1' 'n IniUllnent loan 

(') Disbursements noted: 

(a) Merch 22. 1982 Check /2I20 $85,000.00 

(b) June 2^. 1982 Check /2I'.7 io 000 on 
fUndi W 

Subsidiary sheet) 
. 23403 
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Comment 1: (Cont.) 

(!l -«- 

(3) Inturanc* policy In fll# states '^nd mortgage." 

C- Loan No. 25 . Franklin Attoclatat - $200,000.00 

following wa, nottd In ragard, to this loans 

f*"'u""- ■>' ho I d«rt of franklin A».ocl^-! i W" »«ttlad,are also stock- 
violation of Financial ? to hava been mada In 

•nCU, n*t' tut Ions Article 9-307(A) (2) (I I) and 9-307(B)(2)( 
f above Is i«ortgage loan. It do«s not comply with Regulation .29(A) (?). 

(3) «. P.r«„,. r.c.lv.d i.rvlc. .corporation 0, Im„, 

Jsoo'ooo'oo "PfhtW|lt!*tleJ Tr0n f1SSIC ,t'rcr SIOO.OOO.OO, not 

Monumental City Servlca C«rr^r .7 promptly returned to 
annual rate of twelve 0n f?'eth*r w|th Interest at the 
are not received within six ,ubdlvl,,on approvals 
There Is no evidence ,n(>nth* fron the date hereof." 
this loan should hava been repa'd^0**' '*** b*en ^ec•,ve,1! therefore, 

Loan No. 18 - Zell Hurwltz - Amount $8,500.00 

:r: TVf
it,of *utt- The foI IowIng was^ted 1^ rVflrllcl to ^ 

(1) Violates Regulation .29A(l)(2). 

(2) No payments .Inc. Inception of loan (Nov. 10. 1982). 

(3) Following fees paid; 

(•) Paul Freeman - check #2195- $1,000.00 

(b) J. A. Levitt - check #2196 - $1,000.00 

Loan No. 30 - Levitt Builders. Inc. $100,000.00 

In reference !o Jhlt toan^"0"0" ,0*nJ how<,v«r. th« Allowing wa, noted 

(") Violates Regulation .29(A)(l)(2) (no file). 

loan to Ip«mJyconJl!?ois9noth«i;ne3!Ur*nCe C0rp0r,,t,0n »^jectinq 

(3) If said agreement was accepted, following condition, violated: 

(6) Term of loan 6 months. 

(7) Agreement to repurchase If not sold within 6 months. 

(8) Approval by Director of Division. 

(9) Approval by Board of Directors. 

writing rejlllre^nu "^tti ^"l"- ^0n'truct'on 'oan under- 
sareguards were not maintained.  

234QJ 
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Conment }: (Cent.) 

r' No. 31 
L*ur«l, KaryUrxj Jloo.ooo.oo!01**^ * B*echcr**t ^otel t Tr«ll«r P^rk, 

'o-o «ppMr( ,o U 4 th|rd ^ 

I An i f . * d,d not cont« In: 
"t°" " "Wl'M by Ion 

'•     'r     
3- TltU certification •« r.oulr-4 k . 

^ ,r*'J «>y "*9ul«tlon .23C. 

o. toV rr ,h'#," by 'i'9u",,on •23a(2,(c)' 

v^u3;,; Rtyu'^uon* t
$'o°-ooo-oo 

Lo*n•to■v•,- — 

TM» loan ^appear |' t^bi '* coI«ber9 $20'000-00 
n,e d0" —In documento t, on 

"9C(2ffned,,n LL* "?U'Ufle<J Conner Loan" 

'• Loan No. 3(, . H , 
Settlement *heet'«tatei 'l $2S.000.00 " 

SiOO.OO was deducted at settlement ther noted that 2 
'• The fol lowlno lnj» 

forBu»Ine»j",e0er^r*C°'^«ord\n:>u^f^f
r' 

Loan No. 2 Patricia Jones 
Lo^ Ho. 5 Jo h " JI0.000.00 

Loin 2
0

7 Reld Voge^ut 5'000-00 
^ 28 ^rk Sa7per,

U;eln 3.500.00 
The abov 6.500.00 

^rsrs:' •- U.„ Ho. n ,, , ' " ""-'•■Ion .tSCUKc): 
Cr"°"H.joo.c, 

0'" No* 13 Vincent H««i 

L0" fc- « J.«. Land 
l°" »>■ »    

• ▼••iwv/.vu 

"" "" '■"-."...Ion „ 

7,700.00 

6,085.^6 

$ 12,000.00 

-I5r- 
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Comment 20; (Cont.) 

(3) 
on for funds sdvanced 
FHLHC certificates, FNMA Bond* «tc T* '* Bonds, 
the association for his purcha^s a; oJ March relmburied 

Progressive for $M89?86' JHlfd^,LiVdlthrrOV,ded * Check t0 r,rst 

and an axchange check be Issued nl^M r the check ^ ^'Posited 
check to Carroll County Bank washed ?ot0 'on County Bank. The 

Properties on 229 E. Main Street I ? "wtgage of Westmln- 
•ver, Mr, Levitt's check fn n > o ^e*i™inlster, Maryland, How- 
returned twIce foJ ^Sfff0r $6'889-86 

association. . 1 und* •nd h** not been repaid to the 

the foreclo»lu!rCofd*^n79076,l?<'C[
Or f0n,,, due from Mr. Levitt on 

purchased by Honunentaf Cl tv ^d*00 0"9/'3/7^ ^ Property 
furthermore. First ^W^sl^h^nl* t0

1
At,r'h«m ^rotkl. 

report for foreclosure of 'iL^OZe."'^'' recelved * court auditors 

(C/L No. T225-07'*revea Ied^tha t,ed -"',reffl,Um* " '"vestments" 

Jht* account does not r«fl«rr »k 

October f#Ce ^ *** 

n,e"t'°"^,»ISnmMn,d
n
n^ TreasuryhL)nds?haSe f0r the 4bove 

»«les for U.S?nTre«urytB^ds.t*ln * *chedu,e of purchases and 

year. The a^rtlxatlon on t^ sigo Soo 'CC0unt
l^ ^ 558.895.83 per 

•dd,t— 

(5) Treasury'Bonds ^as 'posted to tAT lihT,*0 ^ OUt * S',e of 

be p0,ted to C/L No. 1225-07. In error- should 

ow"«d $8 'nllllon<pirFv"™nofti3t|d 1° ^ •xa',,,ner that First Progressive 
"V Broker's Capital as of M^ch 3^ *" 0f Wh,ch ^e^ld 

r^pri,2;;;?^1^1:?,;^3-^""^Bonds,, ^ 

r £rv'!° ofeu*sto* 
58.° million In safekeeping. confirmation only reflects holding 

5225.6^, Y;,t
9no purchaies'were 'raMect'ad J"Cre*Sed rronl 5106.00 to 

amount ifd:^i::i^.eou,d —.-o- 

(1) 

(2) 

(3) 

(<•) 

(2) 

151- 
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Comment 20: (Cont.) 

10 th« Itdger cccounts: 
C/l Np. 

' 151 "00 Re«l Estate Owned 

'399-00 Exchenje 

"75 00 Accrued Interest Recelveble 

1175-03 
invtf ttients 

1175-011 
Monumental City 

1200 u,s« Treeiury Bonds 
•398-00 0tM fro(1I j.ffr€y Lav|(t 

2150-00 lMni |n pr0C€fl 

9p«r,M.^,Cb
c

r^^r0^ off-line -ortg.ge, 

inT^10? *o^dt^^^^t^^^^^db(t^l^u,n'nt,, 01 ty s*rviee 

J«rry Cot! I Is'.' Ih'u'o??,' 'T ^ '^^d' ^ 
'o-n. thl, of,,c* of the current status of this 

(^-^oor^v 

»Pace used'by*rs"*Progress^ve*"' •Xpenle bec*UJe '« "* 'or office 

of the I and I o rd, ^We s train I st • r "p ro" r ,|em, th*t the responsibility 
of W«stralnlster Prope"t"es The foM f' LeV,tt ,l « co-owner^ 
Progressive from the lendlordj^ follow,n9 •r« ll»ted as doe to First 

Heating OH ^ ^ 

Suite Renovations 6,0l0.<t5 

(D 

(2) 

Water C Sewer 
258.30 

F4lntir>fl 603.70 
Cooking Range . 227.20 

E. Texes 3,376.72 
Cleaning 7| 

Gas C Electric for 
Su I te not used by 
assoc lat ion 1,300. <(2 

S,9n 159.75 

Payments on Mortgage 
at Carol I County 
Bank and Trust on behelf 
of landlord H.^.IO 

-I5k- 
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CpTmen t IS: (Cent.) 

(1) 

(2) 

'lied with the 'nort9a9e debt 

t L Cnterpr I set for $25*000^* */d i0,d 00 June ,5' 'S8^ to W 
52,000 deposit was given to Simoe 1 Alron".!^ the auctloneer *t«tes that the 

fUC oSn,er •,»0 r* lubursed^y « F^riV P f°r the trustee. The 
' 'S®3 for 5380.37 for ,ds and co.m.lll^ Pro9resslv, check dated February 

received a deposit and none was e^eT'^d ^^ 

Al|0. •' of Harch 31 IQPi tkt 
'» no hold code for i.vlng. ,eco^

P;^ J"00.1 "">«« •"«! there presently 
r 0 A 

Jl36 Pled9ed " »ecurlty on this loan. »• un August 25 I97A i /r 
from the proceeds of 'oan'jjg 10"granted*to'f*"*?"* *ttorney w|thheld $2,000 
by property located at 2718 FeV, Pdppas was secured 
exterior repairs. Pol"t *o«d. The money was held for 

""t'on fromHr! UvUt:^1*'1 JUn* 2I, 1983 re<>ue*ted the following Infor- 

As'ett.r stating he ftm ho|d|n9 $ild ^ ^ ^ ^ ^ 

^ .w."'r ch"l• '°r - -• 
c la t Ion 7rtOt.do??tar"'snif%8hl73

r?rrt; »'nce the asso- 
" Still held by Mr. L.vlu shoui] J 01 ,ncludln9 Interest due), any 

applied to this loss. ^ turned ov«r to the association 
P-«"e furnish this Informat.o,, t0 the DIvIsIon 

* ^atcd In C Abov#* ri__k f. 

As^f •gre^nt^s^or Jj^SOO^ t"0""' ^ " co"a'"^ on this 

  Aaron did not forego Che^ J.™' - ,0ii- Mr- ^itt and/or 

Court revealed the'fol?^!^0n ProPerty located at M6 Essexwood 

March^^fgenxImlnatlon^Ir loan^!^2! 1982 " of the 
•nortgage receivable. 37A5 U stl11 "»ted as a 

^ $5,220.28. 

|oc::rd^r2[2sri^;i;^l;;
iL3d8;e^^ TVuZr^on propcrty 

- 

^o^.fi::r,d thi. ProP.rty on Auq. ,t 4 
A 9aln or 10.. .ho«N haJi ^n?.^^'000 (No- '•,85). ' 
Corporation at that time, acognlwd by Monumental City Service 

72U 233^^ 
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Comment 15: (Cont.) 

J. 

loan was secoJed wl thVh* k" that the Cnau (B,ast Furna"") 
de term! net) If the ' 11 COU,d n0t be 

reduce losses of prft! ^ takr(
by the «s«'»tlon to 

returned to the pledoo! PI *! ■* foreclosure costs or was 
of this hypothecatton? *dV,Se thlS off,Ce of the 

7^0Vp!usUfHlg^ayeJelM",Jllh«^;J6cl tlfl',07f ^ p
f
r0perty ,ocated at 

Jeffrey Levitt shows that loan iAqi cert I f lea t Ions of title by Attorney 
second I ien. Thecour^ auH?? ? 91 '* * f,rSt 'len and that ,oan * 
Proceeds fr^ ^ tor.^los^eMt/?0'1 !"d,Catei that of the 
Company; however, the examiner's ^ * *" 10 id^emere finance 
520,000 In delinquent Interest In t-l!" «a? revefle? that ln «*cess of 
Progressive. lo«ns 3691 and ^07^ was due to First 

3320 Hayward Aven^Ind'jt"^virol'nI.^ ly", ^ 0? property '©cated at •no jus Vi rglnla Avenue revealed the following: 

(l) ^hor-r^porrtodkiJerC'Ih" 0n''1irCh '6' ,98,• Thecourt 
after the association received $9 5% ^In Shorta9%of 515.^I.00 
Records Indicate that In hnrt, 'n payment for the loan. 
by Monumental City Service Cor aSe** 1 eJ'ropert'e* were purchased 
properties. "Ice Corporation who later resold the 

o^nL^h3:; tsi :,sted as a ,oan - 
overdrawn expense""^ 'o^'^ o o'lS" H0 ^ " 
ce.ved from the attorney to date re' 

was never're fleeted In^the'r" l"' MonU'nenta, CltV Service Corporation 
City Service Corporation e,tate 0Wned aCC0Unt 0f Mon^enlal 

n it;.- 

(2) 

(3) 

Corrment I 6: 

owned subsidiary^ MonumentaI^CUy FJeveaUd's*"'V? ^Vln9S •nd Loan an1 Us wholly 
Closer Investigation revealed th« soml of r^! ?!! anS 0n the same Property, 
ref.nances) and some were to Purchl^th, n lw,n,,were ««> P'V off prior loans 
oan ,, f,rst pr09rejs|ve or M^nu^nt! I c! ty 11 Is ^ a,SO had hls 

loons have been paid In fu|| from the Jettlewnt. obvlouJ 'hat »ome of these 

stree11^^Tht$AJoan it'd^ed Febr9'8"'^ ^ Securlt>' of 118 s- «orley has a S12,000 loan to Leon Realtv'fP I \ ^ f0r ^Z.OOO. Monumental City 
1982 on the same address^ Both toans* *'i 1 dent) dated Noventer 

. 1383 examination date. rema>* open as of the "arch 31, 

iasthob11\nedfM?he0tiadnb!as0datt1 ^ \l9
fi

9' ^ ,ow,"9 Information was In part to pay oft ln fuH ^ ^J' ' ,9f2 5150,000. The loan 

-eawn1
SSrn"teF;^^e

d,n?h?n9)- ^ *'• i^'aU tLlnV nor did anyone know what the * Inter,. "aU f0r " ' 

Please advise this office of the current status of these loans. 

i-* O 
2339P 
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Conrv n t I 7; 

In fhi0!" 1,293 i0^fr!?d Cott,leb w" P«I<1 In full on April 12, 1983 by check 
The $9<< Tt/'ss 1 ^ fr0" M,rty L,v,tt'* *«l11ement account (ck. 17321). 
• tlon li^oed'! 0? th<> ]o*n throu9h • • 30, 1983. The »»iOCi- 
to t»I I no S67C ifl T>,w~n fV ?v,,t for lh* un««rned portion of the Intereit toteiing ^75.18. The following Items were noted In thli regerd: 

A. The «t»ocl«tIon should litu« such refund checks directly to the borrower. 

Thtr« It no evidence In fll« th«t Mr, Gottlieb ever received his refund. 

Cownent 18; 

A review of mortgage loan file settlement sheets reveeled'the following: 

*' 1°*: fl,•, r'vl —d br the examiners reve.led loan 
OoHonta? '!! y ^ b0fr0wer ,n bl*"k- Lo*" f"« Hos. 1) 196, <.199 and 
contain#h * settlement sheet signed In blank. Loan file Ho. <<199 
"uu^t .Tt^8*8' ,,«r»,n b,*nk hy- th* «X'"~"S. In all cas.i. the 
Jlo .tTI^ «f J! ??y L,V,t<- Thl*-«PP«*'-» K> be In direct 
reaiui! ^ 0 9•,'2,,(#, of th« financial Institution, Article which 
hat d!!. U K0W!r 10 r,C'IV* •t ••"l.ment a me^crandum of settle^nt that details each charge made In connection with the settlement. 

' r^ltlidV^h dl<, C®nt*ln1* »«ttlem«nt sheet at the time the file was reviewed by the examiners In May, I983. However, the file also contains 

th« or .r.M* b?r^r
l*'«

l"3. "I have yet to receive a settlement 
J ?q8jI„!Iu?9 Indicating what was paid." The settlement was December 
i; m"™; "• 

lh*t Mr; Levltt 11 "O* completing all necessary p.per, at settlement as required by applicable laws and regulations. 

Comment 19: 

^.tlo^lre Which was completed by 

A' ^th'offlLr!" ,<Jr0, Levltt •nd A,,*n '••rl*teln, who are 
^ hulblnd If T1?1"* 0f Flr4t ^ro9r,,*l ve, and Jeffrey Levitt, who Is 
control? i*V,tt *n<, •ttorn«y fo*" fir" Progressive, are all 
Of ! ori K,rTJ ?ld C0Urt S*Vln9, •n<l Lo*n elther dlr«t ownership stock or by virtue of ownership In the Light Street Partnership. 

B. J^stlon <. did not disclose that Jeffrey Levitt, association counsel and 
husband of officer and director Karol Levitt, Is the owner of Westminster 
ropertles, a company engaged In the real estate business. 

C' t dld 001 disclose Mr. Levitt's ownership In the Golden Woods Portner- ship U>lch constructs and sells homes. 

0' ^ d'<1
r t^t Hr. Jeffrey Levitt and Mr. Allan Pearlstein are owners of frank 1 In Assoc la to. , nor was It disclosed that Hrs. Mrol 

Levitt was president of Franklin Associates. 

C" Astoll^JVlV0^!"!0"^*1 r,r,t Pro5rt»|ve ~de loans to Franklin Associates (>|.? mill ion). Furthermore, additional loans by Monumental 
wily 10 Franklin Auocl«tes wert not discloud. 

Cowrrxg n t 20! 

fono-lng;4mlnltl0n 0f ^ b0?k*• records ,nd ^counting practices revealed the 

A. The association does not maintain adequate subsidiary records In detail 

-15J- 70s 23400 



^w 
Corment (Cont.) 

#,Ch'B0^th• ,nter"« •» 

' .. 

to«ft fte. 41 . Comp.ny- 5207,000.00 

0- Loan No. 1,6 - 7008 Alter Street * 
street Amount $2,000.00 

i;,!" 

Present tutus of tKt. 

'---•or1 ",d —/rir inrf^i; 

P 3,UV,r«,-Aven0e ATOUnt 525.000.00 
Rmity' ,-y ^v:;: 11:^:1 c—- - ^n 

record,'! neVer 'ppe,r<d " "R"l E»tete Owned" on Monunental City's 

"^rtg^ge^on'thli'property (L^^/MZS)*1'0" $t,l, ^ open 

3. ^ -PP-U-I .. reared by Re9uI.tIon 

:: PT ^ *Le0n ,nC> 1,8 ^ MOr,ey 2.000.00 
L.on z:ztY,:r iHo^< * Clty Serv. e c 

^ following'"format,on ,n the^ r ",^^:/00 t0 
v "as noted Jn reference to this loan: lewed- '^ever. 

c°rpor*"0" " °' """'mnt.l Cl„ S.r.u. 

2- .... _ 
s ror th,s **"* property. 

on 

Cary an<j (.|n(ja Huddles t 
7 Swanhlll Drive Second Mortgaqe 

(a) Uhll . . Ani0Unt 560.000.00 

^^.ooo^mi^r-n,e"' b4,-ce of 

(b) On 6/21/83 Mr« u 
billing for Intere!tM''Id t0 prepare th« following 
the ^"sldlary ..dge, ^ll^lng w<i} ^ 

7 9 0 

-15s- 23400 



■Cpmm,nt <11 (Cent.) 

^ C^fg.T' ,h#et 3/26/82)- ,h0wln9 ^ following 

—° 

Idv.nc. i7 n,n* ,Wnth, ,n 

Credit Report 7,'i97.00 
30.00 

(2) T^c check, deted 3/31/82. dr.wn on the following account: 

Jeffrey A. Levitt 
L??,u

E,t*te E,crow Account■' ••16 H. CharUf Street 
Baltimore, Merylend 21201 

proceeds) ^ (net ""lement 

on 6/22/83*theJ*!heycheSr^rnittd: th* •x*mln*r w•, '^Ued 
^re not to be depotlted!^ n3er u,e*blt' •nd th« t they 

2. Loen No. "8" Steve H.nkln. - 515.000.00 

U) Subsidiary record, Indicate this loan Is "P.Id off." 

•ny funds to P«y*offMth iT"^!!.C' ^ Servlca Corporetlon ever received 

(c) Settlement sheet st.tes that loan Is a third nortg.ge. 

(d) Unable to determine "Loan-to-Value ^ 
on 1st and 2nd mortgages. 10 l*ck of Information 

3. Loan Ho. "C" Gilbert Sappersteln 

Original anount - $20,000.00 

(b) ---S3ooo.^;?,:;^tt;e^t.'v- —r "-M 

11 ■ L0,n "G"5riM:.BI*ck ^''.ooo.oo 
^' W11109 ton Av«. 

Te^^, 1 yr* (Date of loan 1 
(*) Subsidiary record located In paid fl|«. 

^ e/^jerr; ^/^ th. 

(c) No reduction of principal noted. 

" Becky'uml ted"' Slla'^' 

(a) Subsidiary record, located In closed file,. 

u'Vil (SIMO^OO)^ iverrp"ddUe '' 1980 thru 0ecember 

-I5t- 

f 
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Comment 't; (Cont,) 

(c) Noutlon noted on Utter of J.no.ry II, 1383 

Interest Due} I 

DUregerd letter for collection of Interest 1/17/83". 

Ccunment 

teen reflected the existence of six- 
"32.775.3! es of th#

n^;, ^th, c^r.it'.^"'.^ th"e accounts totaled 
•'" «•' «..i iJJt".";; :r.[z\z: 

de I (nquent that eight of the jUteen 
toteled W.m.n, rep^.^ 0 't^"' 

|n * J 0r lhe tot•, lo«n belences outstanding. 

paragraphs, !hrfon^Inncc^nt"d«nr^u\,!,UbJ*Ct t0 CO,ment" ,n the -bove 

1) l-oen No. 29 In the .mount of $200,000 (Franklin Associates). 

Actual amount of loan .ppe.r, to be for s-ioo.ono nn, nn 

Loan No. 26 l„ the .mount of $10,000.00 (S.ppersteln). 

Actual .mount of loan .ppearf to be $9s.OOO.Qn ... <.n ^ 

3) loan No. "A" (Cry C Llnd. Huddles) - Amount $60,000.00. 

being act^^V^acelved'by'the^service ^wever' no 'v'^nce of .ny 
7 "rvlce corporation could be verirled";  

No, B (Steve Hanklns) — Amount $15,000.00. 

byUb«r^crI clr^rleZn^ 0rf''- ^ ^ny pav^nr 

5) Loan No, "C" fciiK* 
since 2/2Q/ftn „ subs I Ba,a"C? of ,oan 56,^82.00, no payments 

.f..: liis""p",,"- "■> 

,h., p.rrenti o, 
all credited to Interest onl3 2 corpor'tl<;>n between 12/12/77 and 8/12/78 

7) l..h (Mfrtt A, Uvli[) .. 

Comment 6; 

An examination of fh« k^l- 
following: . • rec0"11 eceountlog prsctl.ces revealed the 

«■ The following checking .ccoont. -- 

««• 201-IcIM j"10"*1 ••"I' 
-• sx. SLcoT;:r.,„„ 

X"™!,?" " "» .Inc. approxitnai. ly 

731 23414 



Cortnent 6: (Cont.) _ 

4ee?unU lhow baUneii on the corporation's book» 
Indicating «ro biin!!®?1 t0 ^ r"P*Ct,ve b•nk, hive bee" returned 

e" No*-02-'0-3l73.nd 02-10-3l3» held With First Progressive 9 nd Loan art not raconclled - date of last reconcilement unknown. 

I">t Jljolnl •""M.vl4^*n^^"irs2l8°5St™I"P!hrt ""r°l 

nri; r ".r::;. 

corpomfo"!":;?™.^ *"a ,*"""" ,h• 

PertalIln5dtr''P^a|,clpatlonrt>fd!,"nSeS '* ^ t0 reCOrd exPense» 

'•,"**K*™'n*tlont(abper'od"©* l^'Ielrth0""1 ^ n0t Chan9ed S,nce the 

This account should he reviewed and the necessary adjust^nts made. 

"Mortgage Loans Receivable" b^r$28^625?62ntl exCeeded the control account 

'• accounts - ^ by the - the following genera, ,edger 

Real Estate Owned 
Participation Certificates 
Cash: First National Bank 

""" 
Mortgage Loans Receivable 
Due First Progressive 

Comment 7: 

'*'■ ^rough'^'Tn ^ference^o,thesealcco"tn0ttd ^ exp,a,ned Counts 
-t the service corporation ^ ^ 

1981 rjz^rthe per,od coveri^r.. 

A- Loan No. 1666 — 2720 Oaki.y 

to this Propertrevin0th^uJh0sIldnpropeaJSwastlloldeflejt $,,',l8■l,l reljte<J 
F operty was sold on January 19, I979. 

It appears this amount should be written off. 

B' Loan No. 3691 -. 71.00 PuU.u m^...r 

Property sold Deccnibcr 11 iQfln. 
In If.. .™„„, „( 51,000 00 "0,,"btr '■ l5»l »«!. "!1C 

Please explain. 

C- No. 1871. .. ||9 Cherryhll. p„.. 

The following was noted: 

.,5,. 732 SSH19- 



V ' . _ 
Comment 7; (Cont.) 

(,) bv,IhPr?P?Jty.W" brou9ht 00 the boo** of th« t«rvlc« corooratIon by tht following entry on 12/31/73 (J/t 21): corporttlon 

"Debit" Reel Estate (Vmed 
Credit" Mortgage P.yable - Pint Progrejslve 

'2/31/79°through [2/3U80 'et'!^! "*'r'9,9e account from 
follows; ' ^Ich time A/E 2't-80 was made as 

nr,t pro«r"i,v- 

.xpl.ln the fol lowing reg.rd, t0 the tr.n„ctIont! 

byVj2"087?00r*r 31' 1973 (J/E 2I^ 'nterest Income reduced 

1980 (A/E^-eo)!* f0r th, ?*ln 0f taken December 31, 

(b) by'journa^entrles?4   reCOrd■,"'' done 

Servl'ce^orporatlon"©^'nrst ProgJess^? ^ MOnun,enUl C!tV 

-here was* thTca's^ ^cetvij Corporat,0". 

(Low /M60)"gIlns$tV|hl! Dnd LOan present,y ho,dl a "ortgaqe 
file Indicated * ^ proP€rty- Settlement sheet In [his 

lii corporation-. 13) Sale price $65,000.00. 

. b<!C*«' owtr^ tMi 'property*''0*' ^ "0,*mond R",ty Corporation" 

's) w 6e 

ji. imi ihro„w „,rch 

recorded as^Riet^'tl^Ti^ed^on^e^b f?Ilt><,n9 ProP"tles ever being 
City Service Corporation. However th^ ?i*nf records of Honumental 
ol lowing mounts Charged/credl '•d'agalnst theninappe«rer|n*thTs 'account: 

(b) fll'i ^lrq'nl* ^v'nue $33 1,93 33 

It was further noted: 

JeTfrey Lcvlff t 
have been charged aga I n! t^lfl Tv I rq I '2' ^" In trustee f«s that 
« to what these fees reprS^—fe No -P'-tlon 

ope" — 

to "Real EstMeCeT^'^^^^f^^:. ^^^a^credi ted 

-iSw- 7QO 
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Commcr.t 71 (Cent.) 

n>ent«) City had no real etutc owned recorded on Its records for 
tnl» property. 

The above transactions should be explained In detail. 

<" SiSssioJUrfi-j;""*::;'.01''c«rpor.ti.„ 
ill! Sparrow) .olnt So'rf ,0 £tut* forth, property .t 

i°- — ^ 

^ m. if,';:;gi; 

soTd"on*Ftbru«ry021* 1982this property was 

pf'operty^'IOn h0,d, the Pr«*«nt -nortgage (Loan No. MS*) on this 

2341'^ 



S6 

m 0 w' OU C,~T 

PvT - tvn, 
^ **•*>•« 4^ vr*! T»,\" 

dw. J Atrot. „ ^i+ ^ w+ +ifl( ; 

w* <^:+ ^ ^ Mfj ^ |t1. 
WVck ^ w. ^ ^ ? 

y D n. 11^ ' 

•Uwtu \t"t Pv»,. L O , 3 cj „/t w^H-v ♦vA- *v 

00 C1 ^;II r^p 
«^rv C^r t 

—^ lit- P^. 4. v. • ;+ 4# 

^ firt* 

""Vo; 

''/Jl /j-H 

^ ■'') 

'>> «l- wu u _ f_ oli c+ 

C"' 1'^'u', " -J;l •* w f-j- -v. V. ^..U 

•*"! ^ «MJ.+ cr*   KU I ^ 
t^c. 3|,WW. 

c-J-l^^t, ^ oC iy 

Q? Orv V.oVi »f \ft Pw,^ -♦ ", _ JjHf.ffZK 
J- J" J-W-y i^rfr 

Jr'v' ^ ^ - . ... U ^ ,.+ 

CA-lr. C H^f w^", -f, ^ 

.**y ^ U..u w> r^j 

V ^ ^ 
J"^ V,-v •- 

iiinr>i {-[caiotvi 

im-fiy 
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f. 

W.M .,t. J" IM^ ^ \ ^Jcrcif 

Ki4 V *Cf\ 0X4-1*+, 

W.M W. *J,,) 

U ^ J.l.vy^ 1.^. .« .nto-Tfr m U-v// 

' ^w^n) ' ywly ^"t r^c^J ^ OvJh. i UyJ^ 

w/llL. FJ| 

GoWj.n. 0~ f"^vd^4 ' " 
W I. 

C>Y^J V.«<o^ WJ.tJ - 

Wj" 4 " ' " - 

w J,l} 

*3.W,CV* >* MuyxX L>**i ^ w.1, l. n. Iwj ^ 

-Kv, U^ ; TV,^. ., u « r.^4 ^ w;n I, Lu 

^~<JL S+cvrrt" 

F^U.; ^^J-3 ■* K,.J 4. Lc ^y; w., i,)^ +. h. 

R'+- IVlnc^fl/ — SSfcwW,, tfwc-/ z^-/- 

JJWcy -■U^lv, vx-rt^ 

00012700 
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Ma fc R Y HUCHtS 
COvC "NOP" 

STATE OF VARv^AuO C Ha Bits H b (■ 

DEPARTMENT OF LICENSING AND REGULATION 

/ 

y>AC 1/11/9 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 
2>1 CAIT BALTIMO^C STRICT ■ALTlMORC MARYLAND 21202 

ICVCNTH rtOOR 
101 'it ••€ J JO 

lORt MARrLANC 21202 

FIICOimCK L. OCWBCRRt SICRCTARv 

/J3L 
November 26, ISS1! " " 

Board of Directors 
Old Court Savings S Loan.'^lnV. 
23-25 Light Street 
Baltimore, Maryland 21202 

Gentlemen; 

We are forwarding for your review and conment. a copy of the report 
of examination of your association by examiners representing the 

-- ..Maryland Division of Savings and Loan Associations. This report 
represents an examination of the association's books and records as 

- of April 30, \9Bk for compliance with Maryland statutes and regu- 

• ■ vfc'-T1 and «MdIt of these records. 
- Vffi request that ^du ^ijV^fiil ly'review the entire report and specif 

4*- 

(0 p?- 

'A- 

direct your attentfon*to the foljowl 

1. 

ng 
, leal ly 

Items of supervisory concern: 

Comment 1 ( 2 deal with N.O.W. account overdrafts and unsecured note 
loans. It was noted In most Instances that the overdrafts and 
unsecured note loans were to officers, directors, and/or controlllnq 
persons. Any unsecured loan to any officer, director, and/or con- 
trolling person Is strictly prohibited by the provisions of the 
Financial Institutions Article, Section 9-307(b)(2)(111) and 
9-323<e.) CZf.'- The association Is directed to take the necessary 
steps to Immediately ellmlnat^these overdrafts; furthermore, 

(ir directed to cease from granting any unsecured 
om • flJjV 9.® I? ^ 'fffr ^ors» and/or controlling persons In the 

11 I • • • > t ^ , M m . I .-•fid 7.1 ?(\? 
2. Comments 3 through 1*4 revealed serious deficiencies In loan under- 

• -f.t siting procedures Involving violations of Regulations .23 and .29, 
dealing with loan documentation and sound underwriting procedures. 

u ja^di tlRn,^ tj^se^Cfmnj^nt^s re,YSial^d lo^ns which were In violation 
• f . ■0.'•tv® In Regulation ,,3.0C. 

■ I.""' " ' V ( ••• u»ti t.-f Siiv •<:•.) -I I . . . i 
^fipmn^cnU, WoJ.i W tf.ssoc'iltlqn for failure to comply with the 

^.prflvhslons,^; 4f}e/e4ora| ti^-;^ reguUti ons with regard to Investment 
»..ti JA fp.turjM--#9rf.MlPnvui« ... .... i, 

Vi (I ..f lint you COIffuMy l. /M.J lt\.- .!<; .. 
rfi''- ! ■••u. -1(1'til Ion t" tin- li'l Iii-.MII)    ... 

e«L"MO<tc MfSO «nt» «S>.6])0 
ou'stot AR^v. Ac:, I .,!ii 'I ' .• 

'"•H' . It '..is i.ctt-J iti l !• i i. 
7 T v r 0® DC A r 
P*tT Aor * }• 
O. C M£ ■» K O «f » 

I ! • , •" " ■' • 'I !•• •! #• | 0,1'is \.{ I f ♦ 
( I * ••■I , . voy I If»' iMrj ! • « ■ . 
1 • 1 I i If: r.r | •'(♦n i ■. • I * • c * ' • •»'•!" 1 r 

i i" -I lust i rtM io?• • • • i• 1. . S«- 
5 1 II... ... j. 

■ i .•.,.»«! f •» f e I y •-■III i •; •». 
■ 'f • «.1 » : f .1 i ;» I r IT • • tJ T .• • ' ; f 
' ' ' • I I i ' . I . r. rty, I • . 

-ii. r 
737 
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Board of Director* 
Old Court Savings ( Loan, Inc. 
Page Two 
November 26, igS't 

You should also review the other exceptions discussed with management 
and assure this Division that corrective action has been taken with 
respect to each comment. 

Bh!n!T^ !!tte?w0n '! dlrected t0 miner's Informational Cements 
SloMllf K ?e reCent e«m'natlon dates and also 
JtK 31^1983 aSSOcl*tlon s 0PeratIng results for the period ended 

T!l,BorVf ?!r«tors ,s ""equested to hold a meeting to discuss the comments n ths letter and report of examination and to advise this 

ma tiers" wrlt,n9 of. the specific action taken with respect to these "w 11c r s . 

th^l!u?'SO of this response be forwarded to the division within forty-five days and that one copy of the response 
be forwarded to the Maryland Savings-Share Insurance Corporation 

Very truly, yours, 

(Ll^U. ■■ 
Charles' H.' erb^'1, Jr 
DIrector 

CHB: JJB:,IIb " "    I •< i tew t!<«• t.i . . ... 
Enclosure ' 'i!' . j . . •' ' • »rf» « otmirnt 
cc: , Maryland Savlnqs-jSha^e Insurance Corporation 

ih- i.. • ■. • . . , ' . : ! • ' ' '.'K lot i UH ' «. OjH, , . ■ . . \ 
i . ;» . i >«. 

• i • i r 
■' •' I • 1 i • J 11 

I 1 t M'fJ of (I,, . 

l|'! ■'l' 1 t th,,t (, 
1 • f' i1 !■ v/i;h i •! for i y - • i . r 

1 •' i •' .t f .■ t (•.. M m ,■ l. ..< • 

.i.f« 

I'i I f •/ ?( II l . ft— _. \ 
' •' ! ' •■'it, Jr. / 

I i1 
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EXAMIhtR'S COMMENTS 
Old Court Savlnot «nd Loan. Inc. 

Comment I: 

Overdrafts of N.O.W. Accounts 

As of April 30, ISS^, the association had ten overdrawn N.O.W. accounts 

.m. L0' <l0 rK" h"" "" >»« 

Account No. Name 

63-200012-2 
63-200021-0 
6l(-2000't0-»t 
6't-2000'(2-0 
6^-200053-3 
6')-200082-2 

64-200126-2 
64-200139-1 
64-200142-2 
64-200169-8 

The Glass Smith, Inc. 
Levitt Family Partnership 
Levitt, Pearlsteln Management Co. 
Ruxton Post Limited Partnership 
Light Street Partnership 
Calvert and Redwood Limited Partner- 

nershlp 
Chadford Associates 
Pearlsteln Levitt lnv^stfi«nts 
Pearlsteln^eyltt'lpvestments 
Western Cross Limited Partnership 

4/30/84 
Balance 

$ 71.379.70 
155.205.77 
11.539.71 

300.352.70 
28.762.40 

l,<0.692,67 
45.030.34 
19.106.94 

, 12.114.11 
88,499.86 

.*6/20/84 or 
6/30/84 
Balance 

*71.379.70 
*193.126.93 

36.000.05 
478,368.94 

*216.40 

184.624.60 
47.934.26 

Credit Bal. 
24,343.58 

246,362.87 

$872,684.20 $1,282,357.33 

Further arias of cohcem'the fbl lowing: 

A' d^;:rp.J!ffr:,,L,.,'tt ,s • 
PartnprihI r I Pear'steln Management Company, Light Street 

b. I" vIoTallon 

of sfsSlKSl,•!5x^,M",•"", ,h* 

: ^ 8SS0flf,t;l,bn
l 

d0f?!h^ anow overdraft loans to the public. 

8" ' rtferf-niJ' ^,'e f°r examination. In reference to the following N.0;W. accounts: 

L,9ht Street Partnership 64-200126-2 Chadford Associates 
64-200169-8 Western Cross Limited Partnership 

^ 'WtUMt/ons.Artlcle requires the 
Ar^i ? theSe sl9nature cards available for Inspection 
above sil'o at «?,?99^tjpn J.s, dl rpcted to Include copies of the above signature cards with the response to the counts. 

wkhout"a*!?8'''S0"\r0,' procedures n?t allow clearing U| n.w.w, ^5 w(i t^iou^, a ,5 (gped signature car^l., 

'" 75 IJ 
i .' I' n -fi' 

(h < • • «* { r - . f • 
• . 'i""- tit 

.1.. ■ . 
• 1 f.11, • , 1. 73'J 
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Corment I: (Cont.) 

C, The association, through Its service corporations, owns Ruxton 
Post Limited Partnership. The following overdrafts represent 
Interest payments on the listed loans: 

^eck C^ck Loan Date Paynent 
   .Amount. Mo^_ Name Credited 

1029 $17,202.58 1(223 Ruxton Crossing 6/2l/8I< 

I^? 33#25l.66 38H Ruxton Limited Partnership 6/21/8^ 
>031 6.075.35 3916 Ruxton Post 6/21/8'. 

By using the above procedure, the Interest Income of the association 
can be overstated In a consolidated financial statement. This practice 
also causes Inaccurate delinquency reports to be generated. 

0. The overdrafts result In understatement of savings account liabilities 
and conceal the actual loans receivable. 

E. Section 9-307(b)(2)(111) of the Financial Institutions Article prohibits 
an association from granting an unsecured loan to any officer or director 
any member of the Immediate family of an officer or director, or any cor-' 
poratIon or business In which an Interest of 10 percent or more Is owned 
by an off.cer or director of the association or member of the Immediate 

. family of an officer or director. 

Therefore the as^ocl.t'0^ U directed to Immediately eliminate any 
such overdrafts. 

' ' ' '!- ■ ■r ■ ■ i • . . 
Comment 2: ' 1' ' ' *   1-m i ?. • ! ; -1 i « 

Note Loans 1 '' ' ' 

oranted'the lo!l^^IOd < '.S8? through April 30. 1981., the association 
Direct Uvul'^'^rTnclSah;"^ ^ "titles In which Association 

N0- Borrower's Npme , _ Loan A^unt 

. tic! jCalverf and, l^dwood Ltd. Partnership $100,000 
roa-, Levitt arid Pe'a'rlsteln Investments 285,000 
(,907  • ' £ha.^e^ and Jeffrey; Levitt 2,960,000 
lqj-j ««• • ,H -Id ^earlsteln Investments 385,000 

Levitt and Pearlsiteln Investments 25,000 
< , Lpv,l(tt, |B(Ad Pearl^tetn Investments 200,000 
, Logan VI llagie^ Ltd. and Levljtt and 225,000 

.00 . i ,i [) Pjearl^-te.ln Realty 
L^vJtt and P«arlsteln Investments 125,000 

the '9f the F,na^c,a, Institutions Article prohibits 
member of »h ? jT granting an unsecured loan to any officer or director, any 
or busInesi ^n whtr{flTl,y p.f a".n-ff,Cer 0r d,rector. or ""V corporation 
or director If ^ ^ ^ nt""t of 10 Per«nt or TOre Is owned by an officer 
or director. "soclatlon or member of the Immediate family of an officer 

Comment 3: 

Whltpaln Associates (Headowlck), , 

by an^unrecordarf 198^'^WpciatIon granted a $3.^10.000 note loan secured 
The "oan has a te "^rtgage on 273 townhouse apartments In Pennsylvania. '°an has a 'en year term. Interest Is I2}t: however 9* of interp^t 1^ 

"" r •"» p«i"S 
for the remain Inn 1 'l ' tWO yearS- The ,oan wl 1 1 be a-mrtired 
was charged^ ® el9hL ^rj. based on a 30-year paydown. A loan fee of 2.86^ 

. ' . , 75^1 
According to th^ July 26, 1983 agreement, the association will not record 

partners^ndemnln Til ,"n,t5
I
r«^r" the property. In addition! th! partners Indemnified th? association against any future claims. 

The balance of the first mortgage held by the Pennsylvania Housing Finance 

7-10 
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Comment 3: (Cont.) 

Agency (PHFA) was $6>95'<,|t96.,00 at December 31, 1983. 

All costswere paid from settlement, Including payoff of a SI00.000.00 
note loan for the down payment. There Is no evidence of a cash capital 
contribution by any of the partners. 

The December 3't 1983 Whltpaln Associates audited financial statements 
show the $3.,<l0,000.00 loan amount as a capital contribution. 

. $1,525,000.00 of the purchase price was deferred. The funds were placed 
n a 12? certificate of deposit at the association. Interest on the certificate 

of deposit is used to pay Interest on the loan. 

1 The association's service corporations have an equity Interest In the loan. Old Court Investment Is a general partner. 

The following Items of concern were noted; 

A. The reluctance of the association to approach the PHFA to obtain 
permission to record a mortgage If such permission was necessary. 

B. Lack of documentation showing PHFA'j legal'posltlon if the borrower 
defaulted on either or both loans. 

C. The appraisal does not value the property at Its present legal 
status: t , . 
  V:-. ' i,'('t',..uo .v ; <1 1 , 

1 *. yhe the value as condominiums for sale. A 
■ " ' ' ' ^ ■ ?!*.'.^'t0W®Y "dvUes a change In the structure of e OWn^rJ* corporation to a partnership due to the 

property bein^ riperated as a rental facility for "some time." 

2. No monIe^ weri t aside for consominium conversion. 
' 'J'.1 I r ,111 nnOMlt t » . ' • ' i Mil 

3. The flies do not contain evidence that PHFA would allow sales 
of the urj11,5'as'.condominiums,' 1 • 

■ 1 ' 1 i t .1 |i ■ 1 j, 
0. The fol lowing 'dodilimentai ion was not in file: 

; 1, _ ^ TOrtga^'as requi red by'Regulation .29A(2) (f). 

" 2''|,C29A"5Hd}rl'l,n'',",r"'"ranee PO"CY 35 requ,red by Regulation 

3• as required by Regulation ,29A{2)(e). 

E. ,Th? loan was del Inquenf four monthj as of April 30, igBf). 

Comment V; ' ' 1' 1 ■" 

MSOL Partnership ' ' ■ " 1• ■ . , 

Ourl,ng the pcrlo(< Aqgu^.U. 1983 through November 18. I983. the asso- 
ciation granted three , lpa/,s .totaling $3,270,000.00 to MSDL Partnershlo The 
loans are secured by .stores leased to a convenience store chain tn the^ " 
Buffalo Region of ,New J^ate, 

EdwinTLaxPartnerShlP ■ con,prlsed X>f Dav|d, Stephen and Mark Hurwltz. and 
1 . 1 .1 . . ■ .. , 

he loans are 111 ^Ixpd .rate, 25-year loans with a 34 service fee. 

The following .areas of concern were noted: 

Ml 751 
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Comment (Cont.) 

A' of apP''a,sa^s for the same properties were made available. Both were signed by Robert H. Hudson and dated one day apart. Mr 

Inc50". President of Appraisal Service v subsidiary of a service corporation of the a >>00 I a C I Ofl • 

The loan-to-appralsal ratios were as follows: 

Appraisal Appraisal 
i .. Dated Dated 
■Loan ,te- 5/25/83 

i"! 82.51 
88.6* 

<'73ii S'i.St 
W 87.« 79.8» 

All but one of the above loan-to-appralsal ratios exceed the 801 limi- 
tation set forth In Regulation .30C(lt)(b). 

"■ I^orluir "m Mder ,nd!*,dua, 25-year leases. Generally accepted 
X ,h*t"" *""" t • rwif ) 

bu.vd,d.not support h,s —.« ' '""'i' v ion«d by RcUm i H tiv =■• ... , 
D. the Itian' U1;* iiibWiHcfet riiVe loan''^'"1 " '• 

l-K., vj.ol Iv-owiifd Mibsrji,1l lf 

E' !0ao f,.,eS cont#lned applications or settlement sheets 
rtsp^i'lv^y^t ^?"lfS,?"i.:.29w..(1

2) fnf. Regulation .29A(2) (c). 

F' * c'n"'""" ,'"e •• 

Conment S;' ''' V.'i 

Chadford Associates ?/.'•/ , , 

(Loan0No0^h?y MCur2^L^J^H'f>'" 5330,000.00" second nortgage 
Thr«n:, ! l "" aPart,T,ent building at 909 W. University Parkway 
atlon's loan pJoJeedi^?^^^-^ 'nprts8se' ^I^O.OOO.OO of the assocl-' 
over-drawp^by ^2 No ^nteres^ was'^IH ^ ^,y 7' ,983' the "crow was 
until November, I983'. P 0n the association's mortgage 

loan for^SO^lb'fe ^'^rfen^th^ft0 purchase the flrst -nortgage 
property sale ' 'nort9a9" agreed to cancel the P opefty k n w.hi.MrU-t rat, 

Part of the Proceed* aMpf (at.ipn grppted^a $1,200,000.00 mortgage loan 
We ^ mrt9*9e and the —d at 5 years" i ? 1 25_Vear Instrument with a call provision 
i" .mJS: T,"o"th'v'h*6 "o",hs-A" 
TU ri. V,'1' ■■'l'1'" ,?'JA(2) I' I T e Chadford Associates Limited Partnership Is comprised of Old Court 

A "copy "of t he^oa r r»h j' ^ ^ olt'} ' 7U. and MSD Assoc I a tes - 7i%. 
tributions'^r return Indicates that no capital con- tributions were made by the partners. 

< • •.* ( • 
On January 19, 198^ $1.5,000.00 was disbursed to Levitt Pearlsteln Manan«^ ► 



Comment 5: (Cont.) 

A. The Interest payments on the new loan are made from a Chadford 
Associates N.O.W. account. The account Is used also for other 
purposes. The N.O.W. account was over-drawn on the following 
dates: 3 

£l™ Jo From To 

Januarys I98J January W March 21, ISSit April 3, Ijeit 
February 6, 198^ February 9, 1981) April 13. 198'< May 9, W 
February I?, W February 22, 198^ May 23. 198^ May 25. W 

h ^ March ,98', June '• June 30. 1981. March 6, 198it March 16, 198^4 

^'junrjo^Tget"11"1" *t APr" 30, l98'< W8S $',5•030•3l,• and 51,7.931<.26 

The association did not charge any Interest or penalties for the overdrafts. 
The overdrafts constitute an unsecured and non-Interest bearing loan to 
ine partnership. 

6. aPPrajsal In flla. dated October 15, 1982, Indicated a renovated 
market value of $782,000.00. No updated appraisal was made available. 

Tht! U I avallable appraisal, the loan-to-appraI sal ratio was 153^. jn excess of the B0% limitation Imposed by Regulation .30C(3)(b). 

C" SDecfftceMCrw!' d|sbursements do not describe the 
authorizations to replenish the 

for' Fr^ What th® account ls being reimbursed 
.i.". I eTi^n ^ '98't to July 9, I981(, four authorlzatl ons totaling $71,000.00 were used to replenish the N.O.W. account. Four 

aiithorlzatIon! t0taUV ''SS.OOO.OO did not give any reason fpr the 

D. Jhf orIgInai ^rtgage^w^s not lp f:|le,as required.by Regulation .29A(2)(f). 

E" HX'jVt *1* aboriginal current Insurance policy, as re-' fly!rPd, by iR^ulatlon ^^A^j.^d), y r, e 

F' requl^d by Regulation .29A(2)(e). «, re,e forj a policy was charged. 

Comment 6: 11 ' l.'tlii.n ili.f 
Karol Springs' ' 

' ■ " • . mim -.hi ii 
• I • 

dev^lSn^n^! .,5§,f;i!^:^sociatipn granted eight land acquisition and 
^ r ^ borrowers are eight corporations in Which Association,Dlrecior,and Presldenf J^ffrow i, .Jt Vl. . h A..' I »i'v" ••MVV.vu. lne dorrowers are eight corporatic h ^so^latlot,,.OU^^or.,and Pr^ident,Jeffrey Levltt Is the only listed 

£ '|M-A 

in Karot0wll0n f i r^°Me ^ reV: v Ut ■ I s a I so a gene ra I and limited partner 
profits. ' 9 Li mi ted-,Partnership 1., He I, listed to receive 98^ of thl : ' i I •• I ( Ml .1 f i ...j f 1 • ' • . 

75/17 

*7 * ■ 
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Comment 6: (Cont.) 

!i££lL L«siW!,     

5260 i SS.390,000.00 Mil 
5281 D 1,600,000.00 1,535,000.00 ioi4| 
5282 c ^'nin'000'00 1.750,000.00 12U 
5283 o 1.090,000.00 
526'* r -00.000.00 965,000.00 jm 
5285 i 'i'OO.OOO.OO 985,000.00 112i 
5286 i . ^OOO.OO 785)000.00 05*5* R 1,300.000.00 1.^0,000.00 ul% 

corporations have pledged^arlous lecurlHel^n ^t •S$?C,,t,®" and ,ts service 
revocable .t.„dby lett.r of credlt .t UnlonN^.^r tir^rol 

h'; «»>«» loans. *" 00* Participation In the Karol Springs mortgage 

The following I terns of concern were noted: 

A' Rem.^H8lSaiioWere 'nade subset'uent to the loan date 

• 2il 

, ' " «-■»« "•"••Ion «, forth ■ , . . 
1 in) <• i ,, 

'• f1'!'1®" oi'«to   b> 
^./kDnzMt^ bf^he Financial Institutions Article. 

• 29A(2) (a)"!165 aPP' 'cations as required by Regulation 
ys'.'.w 

Comment 7: " 1, 300 0! " 

^rol's LandTntj'   '^or Ui i,,,, 
\,irio»js ••cut • t i 

. 1 > 
, . ^  «■ . »w j ? IT U I ' i I # , , , f !. f ■, 

On December |3°' >■ i.* 
'? ^dlng Ltd. plt^eJ.ship 0" fIT!' f,$ l500;000"00 ,-d to K^rol-s Landing Ltd! Partnershln ^ 7 9ra?tCd f $'i'S00'' 

conrii tment fee waS'cfi'aro^rf ld''t^ ^1^ ;ye,Sr ^an at Prl1 

Back River'Wc^i Road. a^oi0f5,l« ^ured by 109.003+ 

area? of concern were noted: 

me plus 2J. A 3^ 
acres of land on 

D. 

Sies^r was $2,706,103 27 The 
^.'oo.oo^oo'toU7-^: 

ll a or I nr I r>« i ? I » b S '. ' ■ R?a!'V > CofPora 11 on, Director Levitt 
quested to 'ejj til AoJ ' t^' a'nd09^'* fi9" ^ ^ aSSOclat,or' '' re- 
P«rtnf,rshlp!^t>J a5SlaHQ1I u V SO,d t0 Karo,'s Landln9 "-'"^ed 

^ ^rr-00 

of f^a^iwrtgage'?^ 'th^ 'a^o^fatton^l^ |US^d i','anuarY 3. 198/. to pay 
tte '"ortg.ge tha<,^s p^.oj; re^sted to reply as to who held 

January a^d Feb^ua^'fn^asJ on'the'foan^ UP t0 ^ December. 

Interest Is 'to be paid In'the futur^ " 9ran 9 the ,oan a^d how the 

       75 i 5 
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Comment 7: (Cent.) 

E' (bl'^ d,d 001 COntaln an aPP^alsa, as required by Regulation 

F' ^f»aSr0C!at!0j, ls re(luested t0 explain why It underwrote a loan for ZIM* of the indicated sales price. 4 
Comment 8: 
World Building limited Partnership 

to Woh/buImI 19
1

8?,,!h! assoc,atlon granted a $2,219,000.00 mortgage loan 
rit^eU f"1? Limited Partnership. The loan has a 10-year term with a I2il 

U H 1. !: nter"t ,s P»yab1e at SX until January 12, 1986. The difference 
Savlnas'tnd Lo* ' The P^^'P3' ,s non-amort I zl ng. Old Court 
ship Interest A ?u^s*r received a |« general and a W limited partner- snip interest. A 31 loan fee was charged. 

The security Is a 10-story office building In Silver Spring, Maryland. 

ceeH/,1ThXP?nSeS l,nd the Purchase deposit were reimbursed from the loan pro- ceeds. The loan amount was 120* of the purchase price. 

fln.J'r^ ?" a COpy 0f the Partnershlp's 1983 tax return and April 30, 198^ 
The mortaaS 11 ^ Caplta, ""trlbutlons were made b/the pa tner . The mortgage note limits the partners' liability to the security only. 

was Q^nt!dPra^aI ?atTd ^Pte,,ier 5. 1983, or three nonths after the loan 
val J. ^^•^•'ppi'il'ser^i'ate's'that''investmentnvayueUts'cons?dered'a''val[ue to a 

from t he 'concep t ^ f * ma r ke,t 

partnlrs^irJhe'f'9^'^ aSS0C,at,0n ,0aned 000.00 to three of the outside 
wonev to'the n^/ k? an ""srured n0te ,0an- The^ ,n turn. loaned the 
other S'•0,000.00 tl^$80,000.,00deeded1 for"Improvements^ partnership the 

The following Items of1concern were noted: 

A. 
t^at the asso<: 'a 11 on and Its subsidiaries 

prof its ' ' of th,S ,oan' but w,n on|y benefit In 50* of the 

B' ^!,maMeia?"l|'tY ,of the ,oan ,s questionable because of the Interest 
vat apprajsa)"'0"P4rC rat,0■ lm flnanclng a^ 'a^ of a market 

C. The loan-to-market vaI,ue cannot be determined since the appraisal gives 
Va,Ue'- '.However' ,f the "^rket value was the sa^e or less 

vatl n i ?V!|t,Tpr1' Va,Ue' ^ 'oan wou,d ex«ed the 75* or market value limitation set forth In Regulation .30C(5). 
' • I I j 

association g^arkted the loan approximately three months before the 

atLT^ll^ ' *TUt,0n •23B StateS in Part that "before an associ- 
U shaH J rlt ^ 0an t0,^ SeCUred by mort9a9e °n real property, shall firs,t .obtaJn a written appraisal of this property." 

0, 

Comment 9: 

2389 Boston Street 

Je romenCard i n''' ^^ aSS°cIatlon granted a $157,500.00 Investment loan to 
ce I TTnq at 151 It U JT ^ 1" lnt?reSt ^ 0f pri^ + f,0°r at 10*. 
In^n f i j 25-year loan with a three year call provision No 
Ind h r,WaS Charged- dP.ed trust states In part that, "the borrower 
any and a M ^Jabll I r h3" fU,, and comP'etely exculpated for any and all liability hereunder." The loan Is commercially Insured. 

StreJ^ Pr0pertV ^own .on t^e cJeed of trust securing the loan Is 2389 Boston Street. The appra^l Includes $18,000,00 f0r a boat slip, The boat silo Is 

non- 

■i O i lo ~7o1u 
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Commert 10 

Summit Rldcm Partnership 

tot l!aS 9ranted s,x development and construction loans totaling $10.80'. 000.00 to Summit Ridge Partnership. The loans are secured 
by townhouses .nd garden apartments. One of the partners Is Su-mlt Ridge 
Financial Croup which 1, own«d by Old Court Joint Venture, a wholly-owned 
subsidiary of Old Court Savings and Loan, 

On January 25. W. the subsidiary. Sunlit Ridge Financial Group, 
purchased all the outstanding stock of the other partners for $625,000.00 
and 5* of the future profits. 

The following I terns of concern were noted: 

A' V? appraisal made available did not address the complete project, he loan-to-value ratio based on this appraisal Is 106t. 

B. The stock certificates did not show Summit Ridge Financial Group 
as assignee. 

Comrnen t II: 

Eastern Development Corporation 

e"""'' I'Si; •"ocif"ori . S370,000.00 land .cqulsltlon 
.o.„ '°"o"- c," 

The fol lowing I terns b"f concern, were noted: 

70t i°mlt!uon\WrSf6?'^.0fcthe market Va,Ue- ThIs ls ,n exc"s of th' ' * 'Imitation >et forth In Regulation .300(7). 

ir^a^f^8'725-01? 0f thi,Proceeds went to Chadford Associates. 
^ ^^ PrQjeCt- T^e. .association Is requested to reply as to why this disbursement was made. 

Comment 12: 
~ 1 ■ I'.M- • *i (•!;!,( ! ■ I . t 

Wooding ton West General Partnership 

A, 

B. 

On December I. 1983. the association granted a SI 1.00 000 nn in 

r f-rti o?"' 

1 : 

A" ^%Ifl
0au?«?r,w^?lKl0f r81 rCeedS the 801 ' 'f I tat Ion set forth 

renovat on ho 1 Furthermore, the appraised value Is after 
borrower wethat 00 fUndS from the Ioan °r borrower were placed In escrow for renovation. 
 •>!•■. I, , 

B. The loan atnoMOt Is ,103.61 of the purchase price. 

Comment 13: ; j. .1 ,, 

Zlnn Property iLlwl ted . 
' " • • ♦ « n it I . | » l, . . ! • 1 . 

loan wa'IMferof^h9'301^ AU9USf 9' 1983 the a,,K>unt of 52.900.000.00. The 

interest, including a general partnership Interest. c^uny 

The mortgage note limits the partnership's liability to the property. 

J t ■» 
It) ■75 ad 
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Comment 13: (Cont.) ^ ^ 

th, The assoclatlo">d,rect'y and through Its subsidiaries,financed 1001 of 
for lnc'ud "9 the ^Poslt. The association agreed to advance sums for the Interest during the first two years. 

The property currently contains farm buildings and a house. 

The following areas of concern were noted: 

A. The appraisal Is on 90 acres, whereas the property consists of 88i 
3c rc s• 

B. As of April 30, W, the association and Its subsidiaries bore all the 
risk exposure but were entitled to only 50t of the profits. 

Comment H: 

a review of loan-to-value ratios revealed the following: 

A' i?ri!0!? N0' 1,38*"*• tbe 'oan-to-value ratio of 86.lt exceeds the 80% limitation contained In Kegulatlon .30C(I0). 

B' nlllnio^rn5?0?' ratio" of 93.91 exceeds the 801 11 ml ta t Ion conta ned In Regulation .30C(it)(b). This loan Is a refinance 
or a pr'or association-held mortgage. 

Comment 15: 
^ " '««•, .lit- II, -.11.1 ; !■• • „ .. : I . ; , ". 

With ^n i£ebtSn^^0ii'!h& ^'miners provided manaqement 
file documentation! technical deficiencies In the area of loan 

sir 
. "POn"„t?, 'tT , r

e,xam 1 "• 11 on. Copy attached. 
Comment 16:'' 

Of for tv-t^ree !nP|r^5a9's'. V®?0 records reflected the existence 
?n Regulation mi « determined by the definition set forth 
as of the dafe'nf fK outst"n<llng balance of these accounts totaled $3,530,01 
0 9t o the ota eX'm nat'on- representing a delinquency ratio of the to tp^ mortgage Joan b^Jances outstanding. / 

Comment 1.7: ^ 
• 1 'MRs-S. (I.fr ,, . 

An analysis of the'sutsidVary unsecured loan records reflected the existence 

ReguU^S^OIG fS.d«termlby, the definition set forth in 
of fh ^ v•1 ji ' ^p-^,a.9 ( pS i Iflncc of these accounts totaled 576 991 3^ 

Jecond rroftgage »,.\Sn . 

Comment 18: ' '' tl", ' ' '  • i . • • l.-. t I « i, 

follollnq:1^ ^ ^ aSS0c,at,0n's fnanclal futures records revealed the ■V*- '•>•■ " < >1 -JUl i; 

. • • A« The association.1 Vfipard of DJrectors did not In Its minutes reflect 
approval of Internal control procedures, polIcy object 1ves. limits 

' ,irel|PknSi!,l!,tleS ,lmItS 0f authorlty of the personnel 
563r|7UJ(d? ^ ^ 0f Federa, Re9ulatIons (CFR) Section •I?" i ;(i 

I'' 
The m nutes tll.d wt f^flpet that the Board of Directors reviewed the 
position iBil.t,, ?l,|,ov,tStand.lpg contract positions and unrealized 

?!^?r H positions ax each regular Board meeting, as required by 12 CFR Section 563.l7-it(d) 

75*1 
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Comment 18: (Cent.) 

c- • eoM^•c,     b' 

o. The association does not account for gains and losses In the manner 

Conment 19: 

A review of the associations options records revealed the followli 
I ng: 

A' 3^J!n0Cla^l0n,? BOard of Dlr«tors minutes did not reflect adoption 
liTol ll niT T' ,!n,,tl' •nd -"thorlzatlon of personnel to 
nf »k "nanc,•' options which sets forth their duties and limits of authority as r.qulred by 12 CFR Section 563.l7-5(d) 

B" ^!i?|lnUt?? ?ld n0r ref,ect that Board of Directors reviews the 
o a I n s *n rf I options contract positions and unrealized gains and losses as required by 12 CFR Section 563.17-5(d). 

•contract re9,ster«re<'u,,-ed bv 
c. 

Comment 20: 
1' on| . • %. 

A rev
:
,*w,of and accounting records revealed the following: 

■ " H 'u'l (Im.,... , 
Rate ' 11 ■"l '•» •? MR ^ . . . ... ; 11' r - ... d .t.i.tMiiy -alur'tY. Amount 

•i 'loim November 15, 2012 $1,000,000.00 
,0,7ri November 15, 2012 1,000,000.00 

'■■rt lill " ■ —■ ■ lb. *>'2 1,000,000.00 ■,/5' NoVeteer 15, 2012 1,000.000.00 
  •» 5 u iff'* V-'ii0 ? ■' i S't.OOO.OOO.OO 

■l' ' '' / .T- • |IM t .>M f, " |, 'If .. 

C' SrianF'lq$W f[P'n 20 • '983 reflected on Its 
AdlluS^KL "W"'?-nt ^ .tlle 'n escrow accounts. 
cards ^3 ^^^ °^T• |V ^,hOU,d ^ "'■rfcted on the subsidiary' cards and the general ledger promptly. 

0* SopjfS?nlf^•.^'''fioPed'a to assure collection of 
deferra 1 of a c^r9"/«" the mortgage Instrument calls for deferral of a portion of the Interest charge to a later date. 

' ■ ' ba lancr^n^Nlo'e^r1001 ^ ajsoc ,at'on is carrying a debit 
"fxchano^ " tk '3 ? '? Seneral ledger account No. 1910-200, 
analvsir^'^*","PC',,t ret'ue*ted to furnish a detailed WHy*lf,Of,,tl?l*,^CpWt with the response to this consent. 

F' ?oiTLfhe currfnt.."•""'-t'on date, the association Is carrying the following receivables on Its books: 

General Ledqer No. Account Title Balance (debit) 

If!0-500 A/oOUncS R<:"lvab,e $330,635.71 
19^0-200 A/R- Security 576,736.1.6 3 t'1* f''om Lev 11t/Pear I - 361,866.82 
' ■ .r . , , , • . Stein t, The ajsoip^Mpn |f rf!q^tted t0 furnish a deta|ied ana)ys,s of . 
accounts with the response to this corm^nt. 

Coment 21: 1 .1 . ^ . i. 

flff^-n ana^si0f (V^eLSvbsl^1 #ry mortgage expense accounts reflected that^ 
clrlZ ZXIW deb,t

i
baUnC" t0ta,,n9 $7-9l2-,i( as the date of the 

•..."V.: ->51- 741.) 



Comment 21: (Cont.) 

The mortgagors' expense accounts should be reviewed and adjustments to 
the required payments should be made to compensate for the Increased cost 
of taxes and Insurance. 

Comment 22: 

A review of the association's fidelity bond revealed that the present 
coverage of $2,000,000.00 Is $185,000.00 less than the $2,185,000.00 required 
by Regulation .22. 

Cdtrment 23: 

The association did not reflect Its total savings liability on the Franchise 

i * 0" Sav,"9s Accounts (MRD K-8). The amount shown on the form was $1,787,773.00 ess than the true liability. The difference Is attributable to overdraft N.O.W. 

^e0u"br$232^2 31, ' Th,, d,fference r*sulted In underpayment of 

Comment 2li: 

During the course of the examination, the examiners-requested but did not 
receive a schedule of officers' and directors' Indebtedness to the association. 

. Accordingly the association Is directed to furnish this schedule with the 
response to this comment. 

Corrment 251,1 's' .""counts slini;M :., tr-vi.. i , U.. . • ,"'i .Ix.iuld bp made to dU. lor tl . . . , 

A revlew"6f the association's response to the comments contained In the 

regaled0the foHow^ng:' t0 ^ Pr,0r —Member 31, 1982 

 ^ >^,eh re'ads as 'o>-«ow» -- 

" no
l
evIdence available to verify that check Nos. 2'i57, 2628 . , and 2h53 written to the order of "Old Court, J. Levitt" for disburse- 

ment to the borrower actually were eventually disbursed to the 
borrowers. ■■ ■" I l'. Ifll <1,rJ I.I.I I.' llfCt 'l<i (Mai N.,11.1. li 

'io Respond to this comment In 
and 262fi hi K ^ W* back) of p.^eck Nos. 21457, 2kSS. 

^ 1 checks were received by and properly endorsed by the borrowers. 

INFORKATIOKAL COhHENTS: 

'A '1 1 '^1 • 'ift. '• ( i» 
association 
substantial 

'A;' y^-l'^nine ^t^^^lod'. yldflng: Ap'r.I I 30 1981.. the as recorded approximately $6,6(!ll5','0OO.OO In 'loan fees. A suoMarmai 
A- • W'iP". 0v thr**rp. taken puf of ,loan, proceeds. The asso- 

•. a,so ("f5 a Practice of^ paying Interest on mortgages through 
Interest reserves. The association Is requested to review Its cash 
flow requirements to Insure that It is generating sufficient net 
cash Income to meet Its operating expenses, Including dividends. 

6, ,A cp^^r^t,!^; ^a^yVl^o^,'^' f Inane|fl1 cpndltlon of the association 
!.■ f M o^tor.M.JO, IgS't and December 31, 1982 revealed the following: 

11. v In; (..., , ; icfpctid t'-' ' ■•in-; . ' •. ,.1 Increase 
(Decrease) 

' ' ^PrU .30.. .IgSli ^.December 31. 1982 Pol lar Arount Cent 

Total Savings , $10(1.731,185 $219,8't3.579 209.9 
T0a 0r . 997,859 (693,s^l 1,691,700 2^3.8* To a . Hortgaae, Loans 392,3^,.^. ,. 83.333.9,89 308,980.262 370.8 
Toi^,Assets. ^7.52,9,567,.,,., , IH,813,275 , 351.107,692 239.2 

' ' ' ' ' ' Hn cln'cl . • , « . « 

75 
* Based on change from negative balance g December 31 1982 

■ ' • 'iili , 1. .|  , 
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INFORMATIONAL COMMENTS: (Cont.) 

C, 
A ^.association's earnings for the calendar/fiscal year ended July 31, 1983 disclosed the following: 

r» 

r" 

1. Net operating Income (Page 6, Line 1) 

2.' Taxes (Page 6, Line M 

3. Earnings distributed on savings (Page 6, Line 3) 

l*. Net Income available for reserves'and surplus 
Cage 6, Lin. 2 and Un. 6) 3.689,602.10 

5. Net income distributed "(Total of 2, 3 and « above) $15.573.812.78 

t to Ne t 
Oper. in^ 

76.3 

23.7 

100,0 

:j,: V: 'i1 .ii-- I' 

' I r ' '• t' mi f < 
•<,.,! i *! . » j 

■I'_- < • j'VMitii -] i (! Ml- I ! . 

• Ciuie -fi, I. i(.o i)) 

i i fli <■ ' I i t'Vlt'"-i f in «.-tv in'js ' • 

'I'M i 'i'oii >.• voi I )>,!,. f,M- , .... , .,,,,1 t , 
1 ' I i i"' ? in I I i iv C) 

" ■ 1 ' ^ 'I il. ' I i I'Mil 'i I ' • . < 
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EXECUTIVE SESSION 
Oc tober 11, 198A 

Board of Savings and Loan Association Convnissloners 

Mr. Charles Hogg and Mr. Martin Becker of MSSIC attended the Executive 
Session of the Board meeting. 

Old Court Savings and Loan, Inc. 

Mr. Hogg stated that the Board of Savings and-Loan Association Convnis- 
sioners at the last meeting asked that MSSIC make a financial presentation on 
Old Court Savings and Loan, Inc. Old Court Is to be the receiving institution 
for a merger with First Progressive Savings £ Loan Association, Inc. MSSIC's 
Board has taken the position that this merger will take place on or before 
October 31» 1984, and should it notjfor reasons other than those controlled by 
the principals, that the principals should hypothecate funds to bring and keep 
First Progressive at a 3% net worth level. As a party to that merger^MSSIC 
will enter into an agreement with Old Court outlining certain changes in the 
operations of the new surviving company; basically those that have to do with 
security portfolios and in compli-ance with certain lending regulations, their 
record keeping and audit procedures. As a whole, we are looking forward to 
that merger which will resolve one problenijand we are anticipating action 
which will not put us Into a position of having a larger problem. We have 
had good cooperation from the Division on both of these companies and we be- 
lieve they will work. 

Mr.^Hogg then referenced that the Board of Commissioners asked that MSSIC 
address two specific items. The first was the reasons for the significant ad- 
justements in July to tbe net worth of Old Court and secondly, the source and 
correctness of profits reported for the fiscal year ended July 31, 198^. 

Mr. Becker stated that from June to July, there was a decline in re- 
ported net worth of about $3'6 million. The major portion of this decline, 
about $2.2 million, was due to non cash year end adjustments in service cor- 
porations. Service corporations and joint ventures are much more difficult 
to account for in terms of matching income and the expenses, and it is not un- 
common with service corporations for a lot of the non cash expenses to be 
recognized at the end of the year. In looking at the joint ventures in the ser 
vice corporation, the $2.2 million are not losses in projects, but some non cas 
expenses that were recognized. For tax planning purposes, the association 
tried to recognize expenses in July and defer profits into August. In July 
there also appeared for the first time a figure of $1.3 million for estimated 
income taxes for the year. 
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assoc^At•«'^^r'CVexprnijer h'S COncern over the 'ar9e investments by some 
»es ant ®,d Court,ln real estate. He questioned whether there 
was real t,eann9 }n the projects and whether the Income tn these projects 

ventures no
D

Se
1«Lf'deal }n9 was evident In the real estate joint 

tlon f • Court- Mr- Becker stated that with respect to income recogni- 
sorrv. Ir0m ,"yest,neJfs ,n estate acquisition, development and construction, qme account*ng rulings and changes will be forthcoming.. Mr. Hogg added that 
these rulings w;ll deal with the timing of income recognition. 

01 j r!!r\SJOCk?d?,e expressed concern over* the percentage of larger loans at 
Old-Court involving construction, land and land development. He added that 

ZZn'tV 5elng rec°9nIz?d' but whether there is any real profit in the project 

has actuaHv6^'"6 i""1! comP,etlon and sale. Mr. Hogg referenced that MSSIC 
verv nl f i °n! #!>te ln5pectlons of various Old Court projects and has bwn very pleased with the product and Its apparent viability. *—    

ni!!r; nJzGe'a,d questioned the $S4 million reflected as Other Liabilities 
thP Iqt m"ii- ^ $7A

J'
nnnon of borrowed money. Mr. Becker stated that 

? mi 11 ion. reflected some accounts payable to brokers for securities 
purchased,^ not yet paid for-and about $70 million of this figure was sim- 
ply Loans in Process (LIP). The $74 million in borrowed money was mostly 
everse repurchase agreements. Mr. Hogg added that both MSSIC and the Divi- 

sion have Informed Mr. Levitt that be is expected to reduce his borrowed posi- 

of ni/H r er then discussed generally some real estate projects o Old Court which would be generating some very significant real profits 
which would help defray the losses which would be brought into Old Court via 

W!th [!rSt Pro9ressive. As part of the merger MSSIC is requiring that Mr. Levitt hire some middle management at Old Court. The merger will be 
an unassisted merger into Old Court. 

Mr. Stocksdale asked whether the Board should go on record as requirinq 
the merger of First Progressive due to their losses. Mr. LeCompte stated that 
Mr. Brown has already granted preliminary approval of the merger, but staff did 
not want a supervisory merger which could become a media event. 

A discussion ensued and the Board decided to reconsider formal action if 
t e merger o irst Progressive was not completed by their November meeting. 

Herritt Commercial Savings and Loan, Inc. 

Mr. Gisriel stated that he is also concerned over Merritt investing some 
$38 mill.on in a building with total net worth of some $8 million. 
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Mr. Hogg staled that MSSIC was concerned over both the current stock- 
holders dispute at Merritt and the Merritt Towers. The stockholders dispute 
is being handled by Merritt in a very professional manner. The principals, j 
Mr. Klein and Mr. Gibbs^are very close to agreeing to a buy/sell arrangement / 
to resolve the dispute. There isn't that much money actuaHy in the building/ / 
at this time and Merritt is looking at either syndicating the project or ob- j / 
taining some partners and conventional financing, Mr. Stocksdale questioned I 
what was Merritt's liability to the builder at this point! 

Liberty Savings and Loan Association, Inc.. 

Mr. Hogg stated that mSSIC and this Board are well aware of the problems 
related to Frank Peach and his pending trial before the Baltimore County State's 
Attorney. MSSIC has taken the perspective that there are two parts to Liberty 
Savings and Loan. The old part is the Peach re 1ated"problems which Include 
some troubled real estate^and a new Liberty consisting of its current opera- 
tion. Under Judy Mi 1es-Budoff, the current operation of Liberty Is doing 
quite well. However, the old problems are considerable and will be a drag 
on the current operation for quite awhile. 

Mr. Stocksdale asked if MSSIC had considered going against Frank Peach 
for any losses incurred. Mr. Uogg stated that this was a possibility If 
MSSIC actually had to pay to assist a merger or to liquidate the institution. 
Mr. FitrGerald asked If Liberty's board consisted of many of the same direc- 
tors who were there when Frank Peach was running the association. Mr. Hcgg 
stated there were and it was felt that the board was manipulated by Frank 
Peach rather than being accomplices. Mr. LeCompte added that the State's 
Attorneys' Office looked very closely as to whether to indict the board with 
Frank Peach, but they decided against indicting them. Mr. LeCompte said that 
as we do not have removal powers, this board actually got rid of Frank Peach. * 
They are a group of know businessmen In the area, but tbey are not sophisti- 
cated real estate or savings and loan people. 

Brokered Deposits - Robert Frierson 

> Mr. Frierson informed the Board that he had received a letter from 
Senator Howard Denis asking that he draft language for a bill which would 
permit limitations to be placed on brokered deposits in State-chartered asso- 
ciations. Mr. Frierson stated that he had informed Senator Denis that he would 
have to discuss the language with this Board for technical assistance. 

A discussion ensued on the proposed language in Mr. Frierson's draft. 
After some minor changes, Mr. FitzGerald asked if this language would permit 

I this Board to pass their currently proposed regulation to place percentage 
limitations on brokered deposits.' Mr. Frierson said be believed it would, 
but this would have to be checked with the Antitrust Division. 

There was then another lengthy discussion on possible other statutory 
amendnents which would broaden the Board's regulatcy powers. 
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BFS Mortgage Company 

appraisals on the BFS Mortgage Como Th*" PrOV,d?d w,th two additional 
posal whereby the Saul Mortgage appra'sa 15 are part of a pro- 
Chase- Savings and Loan. ompany will become a subsidiary of the Chevy 

that ^ With "r- '•aucl.man who had explained 
called Lakeco Sub. There wm J 1 OU9h « hoJdin9 company which will be 
The only problem he saw was that this^rln^0 uV* Savln9s and Loan. '"C. 
scx^ $34 to $38 million in ne^ worth reor^n^r1 f." ^ in an increase of 
Saul Mortgage Company Thic » r ^P^csentmg the appraised value of the 
add!tiona? gro-^anS'u^ a for 

In the Saul Hort'gage'conpany^ h" "h" the recent Uck of Profits 
had opened qu i te a fewT! • u,,^rst?°d that the Saul Mortgage Company 
expense. o'e Lton for "h?s ''nL ■r<>U9hOUt the COOntry at a ">^1erable 
which they could o??e ad u t0 PrOVide lo3n °"U" ""^h 
and Loan, Chevy Chase savs thpv ha 'or Chevy Chase Savings 
in adjustable rate loans in the D C area ^Hr "c' !0 9enerate sufficient interest 
time Chevy Chase does have almost*60? nfth " G,s;'el noted that at the present 
loans which is a very posttivea' c, of hM r' POrtf°., io ln ^j^'able rate 

associations have Mr Gisripl *Hri a ^ I operation, which few other 
to Chevy Chase SaWngs an^L^ ^ ^rlsplct 
loans the Saul Company manages. eSCrOW accounts on the 

^biUtyl:o^es:^gS
d Lhdat|o:„Mi- tMsridia';a<f ?heeh;i5-ere i! no cost or ■ 

Sub, will issue the $3A to < mi n • • i, • ' holding company, Lakeco 
of the BFS Mortgage Company 3 Lakeco Ci i f ^' r/r*fe"*d ^ock to the owners 
sidiary which is Chevy ChaL ! WI'I,t donate thIs asset to their sub- 
's a preferred stock dividend each year of^^me ^ ad?hd that 

a liability from Lakeco to th* ^ million. This money is 
not a liability of Chevy Chase 0f jhe SaUl Mort9a9e Company and 
structure was [ax adv^age^f alt^n':!,^ ,ha, ^ r"S0" ^ thi5 

and Mr! L^rgHoger! a^clns^1' to ' Che vy^e ^ Mr^LaV'" Jim La^eman 

^^rrrLrir^9 that the on,y::any
nt
b:^

9^is 
Sage Company. That he felt that the^r^C^LTha" e^ eFS-^rt" 
donate an asset to Chevy Chase. He explained th^ rh had ^ery r.ght to 
proposal is to be able to ob.aln FSUC insurance of accents" Wh0'e 

does ^.t^e our ^ard'^cL^t "^ed'^s^'Is ^ 
net worth. This Board has the ability to deterrrfne whl? ^ considered as 
They added that the appraised value o a co'Jany !hUh 1 a 

WO-t 
u pany. which is a judgemental opinion 
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r^nsp::r:::rarket condJtjons'not be ^ p-p«r a^nt 

Board agreed ExecuU""sess^ tI,e of. the fFS Mortga9e Company, the 

worth.noting that this £s^conm"?' th! 538 nnilon Va,ue 'o/net 
of the three separate appraisals/™ * 1 ^ the ^ minion average 
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EXECUTIVE SESSION 
December 13. 19^ 

P 

Board of Savings and Loan Association Commissioners 

Mr. Balder stated that Mr. Gisriel could not be present for today's meet- 
ing and therefore he would be Acting Chairman for the Board meeting. 

He asked Mr. Brown If anything had been done with respect to the issue of 
MSSIC attending our Executive Sessions. Mr. Brown stated with the recent move, 
several days spent at legislative meetings and the upcoming holidays, a draft 
letter was only recently sent to Mr. Gisriel. 

New Charter - Presidential Savings Association 

Mr. LeCompte stated that the only issue staff noted in the application 
was that A. Bruce Cleveland who appears to be the principal of this new asso- 
ciation is also the President, Chairman and principal of Government Investors 
Trust (GIT), which is probably the second largest money fund located in the 
metropolitan Washington area. The Board has Regulation .^3 which prohibits 
officers and directors from serving with two competing savings and loans or 
banks. Although a money market fund is not addressed in this regulation, 
money market mutual funds do compete with savings and loans and banks in the 
D.C. area for funds. 

Mr. F.itzGerald noted that he understood that the MSSIC membership com- 
mittee had recently approved this application. Mr. Stocksdale asked if Com- 
mercial Credit owning a savings and loan wasn't similar. 

A lengthy discussion ensued concerning Regulation .^3 and potential con- 
flict situations involving GIT and Presidential. The consensus of the Board, 
was that technically Regulation .A3 did not apply to money funds, however the 
intent of the regulation with respect to competing institutions could apply 
to a money market mutual fund. The Board decided to request a memo from Mr. 
Cleveland asking that he address the issue of conflicts of interest in these 
competing companies which have the same management. 

It was noted that the financials, and the fitness and character of the 
incorporators and officers were quite satisfactory. Mrs. Erwin stated that 
Regulation .^3 should be reviewed and possibly amended. 

Sequoia - Loan Loss Deferrals 

Mr. Brown stated Sequoia has $153,000 in net worth and they have applied 
to the Federal Home Loan Bank for a conversion to a federal stock-chartered 
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saying5 hank.^ Sequoia had $2 million in U.S. Treasury Bonds which matured in 
2012 and carried a rate of 10 3/8^, They sold the bond at a $189,000 loss. 
They state that they believe this loss can be written off over the remaininq 
H fe of the bond. 

In December 1981, this Board adopted a policy, which was similar to fed- 
eral regulatory change at the same time, which permitted losses of the sale of 
mortgage loans or mortgage backed securities to be deferred over the life of 
loan or related security. The association has submitted a letter from the law 
firm of Silver, Freedman and Taff which states that under FSLIC regulations, 
this loss on the bond sale could be deferred. 

The Board felt that they would permit this loss deferral if it was per- 
mitted for federal associations. They asked that staff contact the Federal 
Home Loan Bank. 

Regulation .18 

Mr. Brown stated that several amendments were made to Regulation .18 at 
the November meeting and it was to be republished for convnent. However, when 
preparing the regulation for publication, staff noted certain changes that it 
felt should be made and we have brought the regulation back to the Board. He 
also noted that he understood other Commissioners also felt some changes were 
necessary. 

* « 
Mr. Balder stated that he felt item /6 should be changed. He did not 

feel this Board should have a regulation which takes a position with respect 
to tax laws. He also stated that item ^7 should be amended to include "con- 
spicuously stated" as this phrase is also used in several places in the regu- 
lation. 

Mr. LeCompte stated that in item tl the last line or so creates a possi- 
ble loophole concerning the advertisement of accounts with more than one rate. 
He suggested deleting 'will be and the initial rate to be paid is higher than 
subsequent rates." 

The Board then discussed some specific advertising problems and whether 
the regulation now adequately addressed these issues. No further amendments 

\ were made. 

Fairfax Savings Association - Gift and Free Checking 

Mr. Brown stated that Fairfax wishes the Board to review a new N.O.W. 
account plan they would like to offer. The account would be a non-interest 
bearing account which would give the $20 gift PLUS free checks. The free 
checks would be worth approximately $A to $8. 

1 D b 
A — . 
" r>T7 



- 3 - 

A discussion ensued on whether free checks was a "gift" under our regu- 
lation. Mr. Hewitt stated that the commercial banks do not consider free 
checks as a giveaway and he didn't feel that they were intended to be con- 
sidered as part of our gift limitation. The Board concurred with this posi- 
tion. The Board also referenced that the $10 limitation for accounts of under 
$5,000 would apply to this proposal. 

Liberty Savings and Loan Association, Inc. 

Mr. LeCompte stated that Liberty Savings and Loan was able to have Ohio 
Casualty reinstate their blanket bond. The only condition is that they must 
remain profitable. He noted that as mentioned last month, Liberty does re- 
flect a negative net worth of $32,801. This position is due to real estate 
write offs which were part of the Frank Peach problems of almost two years 
ago. Mr. Peach has been indicted and is scheduled for trial early next year. 
Based upon several pending projects,the association should have positive net 
worth by the end of the year. 

Old Court Savings and Loan, Inc. 

Mr. Stocksdale stated that Old Court is In violation of the commercial 
real estate lending limitation and now there is an article In the paper about 
them being involved in a $2 billion project in Florida. Also, he questioned 
the fluctuation in their profitability. 

Mr. Brown explained that they have until the end of December to reply to 
our examination report and we would evaluate their operation at that time. 
Also, the newspaper article on Old Court's involvement In the Poinciana pro- 
ject in Florida is very misleading. Old Court has about million in a very 
secured real estate acquisition loan and no other financing commitment. 

After discussion, the Board felt that they would like to have the princi- 
pals of Old Court address the Board at a future executive session meeting. 

Herritt Commercial Savings & Loan Association 

Mr. Brown stated that the stockholders dispute was settled with Mr. Gibbs 
selling his Interest in Merritt to Mr. Klein for $7 million. Mr. Klein had 
obtained $3 million from outside sources and had borrowed $^ million from 
Merritt secured by a real estate project in Ocean City known as Heron Harbour 
which has ample net value to cover the loan amount. 
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Mr. Balder asked about Merrltt Towers, which doesn't appear to be pro- 
gressing. Mr. Brown stated that the stockholders dispute had hampered the 
progress of the building. A lengthy discussion then ensued concerning the 
financing of Merrltt Towers and any contractual obligations Merritt has with 
the builder. 

The Board decided that they would like the principals of Merritt to ad- 
dress the Board at Its January meeting on Merrltt Towers and other issues 
Involving Merritt's operation. 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

MEMBERSHIP COMMITTEE 

WEDNESDAY, DECEMBER 12, 1984 

Ihe regular monthly meeting of the Membership Committee oi the Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corporation at 

114 East Lexington Street, Baltimore, Maryland on Wednesday, December 12, 1984 

at 9:00 a.m. 

Members present: 

Henry F. Elsnic (Chairman) 

William F. Brooks, 3r. 

Michael X Diet? 

Jerome F. Dolivka 

John D. Faulkner, Jr. 

Terry L. Neifeld 

James T. Otto, Sr. 

George W. H. Pierson (Ex- Officio) 

• " Others present:^ Paul V. Trice, Jr., -Senior, Wee President; Patrick M. 

McCracken, Assistant Secretary; Ann Franetovich, Financial Analyst, Lesley A. 

Wernsdorfer, secretary. 

The meeting was called to order at 9:10. 

Mr. Elsnic stated that he was asked to temporarily chair the Membership 

Committee due to Mr. Neifeld* resignation. 

Mr. Neifeld noted that cjEhol on pages 3 and 4 of the November 14 minutes 

should be changed to cajijal. He then moved to approve the minutes. Mr. Dietz 

seconded the motion. The motion was unanimously approved. 

COMMITTEE MEMBERS' ^326 

In response to Mr. Dietz's question, Mr. Trice noted that a meeting will be 

held on Monday, December 17, m*, between the new Board of Directors of 
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Merritt Commercial Savings and Loan, Inc., Mr. Pierson, and members of the 

MSSIC staff. 

Mr. Dietz asked about the status of Liberty Savings and Loan Association. 

Mr. Trice noted that an extension of their fidelity bond through the expiration 

date (April of 1983), appears likely. 

Mr. Dietz requested that the MSSIC stall communicate to the Division ol 

Savings and Loan Associations our desire to know the Division's examination 

schedule and specilic dates ol exit interviews,'in order to attend when we deem it 

appropriate or desirable. 

Mr. Faulkner asked the MSSIC stall to contact Mr. LeCompte ol the 

Division ol Savings and Loan Associations and stress the importance ol his 

attendance at MSSIC Membership Committee meetings. 

Mr. Trice answered Mr. Neiield* question regarding the liquidity rule by 

indicating that the MSSIC stall's final recommendation is lorthcoming. 

REPORTS BY STAFF 

Chevy Chase. It was indicated that the Chevy Chase subcommittee will 

meet today at 2:00 p.m. A report will be given at the December Board meeting. 

Merr'"- During a discussion the following items were noted: 

1. Hie Association indicated that it will comply with the liquidity rule by 

the end of December. 

2. T^e Association continues to comply with their previously submitted 

and accepted plans regarding lending rule violations. 

3. The net worth position of the Association will be discussed further at 

the previously mentioned December 17, 1984 meeting. 

Mr. Otto requested that the MSSIC staff do a review of King's Landing Town 

Homes in Delaware. Mr. Brooks suggested that Heron Harbor in Ocean City be 
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included in the review. 

Custom. Mr. Trice reviewed their compliance with their plan for reduction 

in savings level, noting that savings reported continues to decline below that level 

reported as of October 31, 198<f. 

Southern Permanent. Mr. Trice distributed and reviewed the December 10, 

1984, review memorandum from Mr. Digiondomenico and Ms. Koutrelakos (copy 

attached). During discussion, it was noted that the Association has violated 

several of the Corporation's rules and regulations and that the staff has been in 

contact with Weinberg and Green (counsel to Southern Permanent). It was further 

noted that MSSIC should receive a hypothecation from Southern Permanent by 

Friday, December H, 1984. At the conclusion of the discussion, MnTrice was 

directed to write a staff cease-and-desist letter to Southern Permanent regarding 

__the various violations. ._Mr. Otto.suggested that the word expulsion be used in the 

letter as remedy to an apparent lack of and total disregard for compliance. Mr. 

Brooks emphasized the importance of prompt attention on this matter. Mr. Trice 

agreed that the letter would be delivered within 48 hours. 

Potomac. Mr. McCracken reported on his recent review of Potomac Savings 

and Loan Association. FoUowing this report, it was noted that a written summary 

will be forwarded to the Membership Committee, and a copy of that summary will 

be attached to the permanent file copy of these minutes. Mr. Elsnic requested 

that the staff maintain a close monitor of Potomac Savings and Loan Association. 
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Presidential. Messrs. Cleveland, Ege, and Bevan entered the meeting and 

gave a short presentation regarding the following: 

1. Why the investors are interested in forming a savings and loan. 

2. Why the investors are interested in Bethesda; and 

3. Why the investors are interested in MSSIC 

During a brief question and answer period, Mr. Elsnic stressed the need for 

members to maintain full compliance with MSSIC rules and regulations. 

The representatives of Presidential Savings Association were then excused 

from the meeting. 

A motion was made to recommend to the Board of Directors the approval of 

the appUcation for MSSIC insurance of Presidential Savings Association, subject to 

the approval of Charles H. Brown, Or., Director of the Division of Savings and 

Loan Associations. The motion was seconded and duly passed. 

Ubert£ . .Following, a ..lengthy; review and discussion of-a new insurance 

agreement for Uberty Saving and Loan, Mr. otto moved that MSSIC enter into an 

insurance agreement with Uberty including as a part thereof the iollowing net 

worth to savings ratios: 

1. A net worth to savings ratio of .50% as of January 31, 1985; 

2. A net worth to savings ratio of .75% as of February 28, 1985; 

3. A net worth to savings ratio of 1.00% as of March 31, 1985; 

An increase of no less than .05% on previous savings base at the end of 

each month thereafter; 

5. All net (exclusive of dividends) new savings growth be supported by a 

3% net worth ratio on an averaging period of 2 to 3 months. 



• • 

Mr. Dietz seconded the motion. The motion passed by majority approval with 

Messrs. Faulkner and Dolvika opposing. 

Mr. Brooks moved that Mr. Hogg be directed to immediately seek a merger 

partner for an assisted merger with Liberty. The motion failed for lack of a 

second. 

Old Court. A request from Old Court to allow the First Progressive 

hypothecation ($609,428.02) to be converted into a subordinated debenture was 

discussed. Mr. Brooks moved to deny that request. Mr. Neifeld seconded the 

motion, and it was unanimously approved. 

Mr. Brooks then moved that a copy of the letter of commitment from Old 

Court Savings and Loan, Inc., regarding the Levittown, Florida transaction, be 

acquired and presented to the MSSIC. Board of Directors for analysis. Mr. Neifeld 

seconded the motion, and the motion was passed unanimously. 

Mr. Otto_moyed that^ Old Court be required_to submit daily reports in areas 

deemed appropriate by the MSSIC staff. Mr. Dietz seconded, but a vote was not 

taken. 

Mr. Otto recommended that the Board consider requiring a MSSIC staff 

member to attend all Old Court Savings and Loan, Inc. Board and committee 

meetings. Mr. Dietz seconded the motion. The motion carried by majority vote 

with Messrs. Dolivka and Faulkner opposing and Mr. Brooks abstaining. 

Mr. Brooks moved that in view of the violations of the lending rules, and the 

further apparent violation of the staff cease-and-desist letter (August 13, 1984), 

the Membership Committee recommend, subject to the confirmation of the 

violation, that the Board of Directors issue a Cease-and-Desist Order to Old Court 

Savings and Loan, Inc. Mr. Dolivka seconded the motion. It was then passed 

unanimously. 
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RULE VIOLATIONS STATUS REPORT 

Mr. Trice stated that the First Maryland plan prepared by Kaplan Smith and 

Associates should be received by December 31, 198^. 

Following discussion, Mr. Brooks moved that the Corporation file a formal 

protest with the Division of Savings and Loan Associations regarding the branch 

application of Gibraltar Building and Loan Association due to that associations 

violation of MSSIC rules and regulations! Mr. Dietz seconded, and the motion 

passed by a majority vote with Mr. Faulkner opposing. 

Mr. Trice indicated that he wished to report on a matter which involved 

EPIC Holdings and the principals of Community Savings and Loan; Accordingly, 

and in accordance with Section 2-803 of the By-Laws, Mr. Faulkner left the room 

at this juncture. Mr. Trice reported that Mr. D. B. Berlin had advised that he is 

considering filing application for de novo charter membership in MSSIC. Mr. Trice 

further noted- that the proposed, majority, stockholders of this proposed de novo 

charter are Messrs. C. McCuistion and T. Billman who are presently the majority 

owners of EPIC Holdings and Community. 

Following discussion, the Committee agreed that a prompt review of 

multiple majority ownership of member associations is in order and recommends 

that the Board consider a prompt review of same including, but not limited to, 

counsel's review, BHC Acts, FHLBB Savings and Loan Holding Company 

Regulations, and any other regulatory or insurance material and restrictions on 

"controlling parties. 

Mr. Faulkner rejoined the meeting shortly after Mr. Trice's comments. 

Mr. Otto moved that the Committee recommend to the MSSIC Board that a 

temporary moratorium be placed on new members, until staff completes its 

review and determination of appropriate current membership requriements. Mr. 
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Dolivka seconded the motion. It was then passed by majority vote with Mr. Dietz 

and Mr. Neifeld abstaining. 

There being no further business to come before the Membership Committee, 

the Chairman called for a motion to adjourn. Mr. Neifeld so moved, and Mr. Dietz 

seconded. The motion carried unanimously. 

The meeting adjourned at 1:09 p.m. 

Respectfully Submitted, 

PMM/law 
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' • 1 . .. ■ j'.I. j. ' 

; 'Jerome F. Dolivka ; • ; •••i; 1 ; ri-i!! Terry. L. Neifeld : • •» ;>•> «;(. vji j i: J 

. V- Others Present: Charles C. Hogg, II, President; Paul V. Trice, Jr., Senior' 

,• ai 
' President; Patrick M. McCracken, Assistant Secretary; Martin W."Becker, if $!i 

^na.nc^ tAnalyst; Lesley.o A. Wernsdorfer, secretary;; Terry F.' Hall, 

y®0351®'^etjer.; and Howard; Craig T.;" Garrison, I Union Trust' Company " of 

:• !i|; :'^ri;|;;:Maryiand;?t.Charles i H. «•.Brown,Jr.,Director/;Division - of Savings' and Loan-l1( 
« .' j1'!vt' •» : / • " ... ■ 

Associations, j , ■{ ,M i-C'm.rrfl i ^ ! .c.OO| »»K'Hf-' -i' 
*im^*' • •i : " ■ • ' 1 • . > .J- ili l ;'J ': ' • : J'/'j';, 

! f: Mil; Mr.iPierson called the meeting to order at 9:09 a.m. and noted that a 4'^ ? 
- ■ . /••ii; -T 

}• ■» 
I?-' 

:«'i 
<h 

if 

quorum was present,- *' , « •. f ^ i .. . -f.•• . •« 

; M 
■; v 

1v .I- 
I .* .* l" • 

■ . . . V .f; I v. i 

INVESTMENT REPORTS ••'.ii. •. . , < ' i-, . )" 

' i' ■ a 1 • 1 ' 

" ' ' Mr-'Garrison reviewed the investment reports arid the general economic 
1 ■*'Ijijjv!® 

' 5 iiijtl ; narraUVe* Following a brief discussion Mr. Garrison left the meeting. (Copies of 

K .the investment ^Ports and the narrative are attached to the permanent file copy •il^P 
;r|j'111366 j 76^ f | 

■1 '••■'It 
  ' ■ i 1 • ■ ' 1" ■ 

\ i;!:r 



I V, ' -V , 
■ ■" i 

* i 

■ j • :t4 1/ 
i .H '■ .. V 

. i' 
•111'' ' 
! ^.jr Jj j;:1 

. « • i' f V! 

i > ■vl (,• 
■ :| vJl.W- ' 

■ ■ ■■ ■ ' ' 
these mJnutes.) • • ' 

b',,,, , 1*»u 

• ffii# ■ -• ; c ViCe Presidents of Union Trii<t . -n, j. ' Ml !'•)]♦ j ^ 

aiSo the r ™ *' •'"cussed the Industry as a whole and i# M e Corporation's Jine of credit Mr d' -h rf-j 

' •-r»' ii, « • P,^stat^ <^tU there were anv ! 

■ • 'fftr 

     u ; 

•... -fw.. ~ "" •—•'"»«' tfci! i 'n1- committees, and the hA^m * ' •' 

■ i''#W MSSIC w M "e noted that Mr.' Terry Hali; counsel 

■ mM ' WOUld "P,ain' ^ «•« OM Business sectlc or.he meetin. ^ 

'nif'cationsof<Wsproblem. , I-,.t , 

P'itfSMr . -READ'NG of Mlrj, ,Tpc; nr ^  '   

I/-? 

j;; 

i: J,' • 
. r'* 

J'i1' f r'' 

2?lltr ■ ...■ IMsf 

—c z mrr""" ■" '•"•■• ^ — mitft 

m~ m-rr---:« 

' i liit M, 

■^jr-^churesto^erassocla.^, , ,,1:: ^ ^ ^ ^ iffi 

•'■ .r.t-fj; • ■ .-••i) Mr. NejfeJd noted thai it :« i " ' : ' 1 ■'ijpi'-,.'- 

^... r- ^ •— n 

\ ■ 7b'i: ■ . :f "i iv i' 
• ii^V • ■■.■..■ ;■■ }«!«.; .Wy. 
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:■ ' • ' • I '-'vj ('.» •. I 
. vr-.v - ^ • • • 

.1 

\ . •• • • . . ■ ■ . . ft 

• 1 ' v.t-= 
: 1 • :■ 'V 

: 

* ; i:.' 'i seconded, and the motion passed unanimously, ' : ! it,i ! r ' ; 

.'ft' 1 
i 

\ 

' EXECUTIVE COMMITTEE REPORT "• * - : • ' ji :! • 
■ — :    . i i 

• ' " 'Mr. Pierson reported that. the Executive Committee, at Its meeting on ' ^ ; 

■ ■ . . 'i'. I • •!.•* 
December 17, 1984, restated that after Janaury 1, 1985 and after each association^ JV: ' 

; iii:: 

branch application of said association and that this protest will include a^|r:''}i!:V.-'I 

• s- ' ittijU for a hearing on specific branch applications. ! • ' 1 ' 1 ,:'i: j I: 

y. -It-?..?!- .; ' • i• • •. 
Mr Pierson'further noted that the 'Insurance Coverage and the Salary/ if' j' .' : 

'j 1 ■'•jyNj ;v-.' ' 

:f;- fell.'! .ComPensatlon> and Benefits Committees have ably completed the tasks assigned '■ j 

' t0 them'.and that any further business in these areas will'now be handled by the'14 : ^ 

• :;;t . Executive Committee. ' • '1 hf-r'i '-'ii jsjr-'i-'-S-" j«' " ;'i:. • h • • • ' •"i •' I vj- 

-{S^: Mr- Elsnic moyed to approve the Executive Committee report. Mr, DolivkaMlsl- •[ Wv'-.l-i 
■ i *— _ • . ;; j";: i r. ' 
v-:-' • seconded, and the motion passed unanimously.'"r : 

: J • i-V, 

• .. .* ' . ' •ifv'.f '; •' 
' • MEMBERSHIP COMMITTEE RFPOPT '■ '■■■' '• • r:i ^ Jj.1'. ■ • :l- 

S; , . # IA 
Mr* EIsniC reported that the Membership Committee met for its regular', •>' ■ •j ' . , 

monthly meeting on December 12, 198^. He then reported the following:' ' 

. The Membership Committee expressed concern that M5SIC is not'-"jV ' ;' '/; 

• , ' represented at exit interviews conducted by the Division of Savings and Loan'" ' j ■ 

• .• -i ... .i. ■ I •' 

: . Committee meeting, Mr. Elsnic noted the following:'5 •"v i;;l' "• i-, 

s of, i t ■ s '.•* * J 
Merritt Commercial. Tfie Membership Committee discussed the status of,'i||iV.'[f;'j i 

'■■■'•ifv-- Merritt'Commercial"Sa^ngs and Loan, Inc."''The Committee expressed concern 

' about the Associations decrease in net worth.'' The Committee asked that Heron^^fV 

• 1 770 : • : 1 '• 
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Harbor and King's Landing be reviewed, , | . , 

Custom. In order to comply with MSSlC's net worth rule Custom Savings 

Association has agreed to decrease savings and as of December 3, 1984, they have 

■decreased savings to $2^,000,000 and are, therefore, following their plan. 

Southern Permanent. The Membership Committee Is concerned that 

Southern Permanent Building Association is in violation of several MSSIC and 

Division Rules and Regulations. The Committee instructed the staff to send a 

cease-and-deslst letter to Southern Permanent! Mr. Trice added that he had met 

j with counsel for the Association and that they have agreed to hypothecate 

- $100,000 to bring them into compliance with MSSlC's net worth rule. 

Potomac. Potomac Savings and Loan Association Is In or near violation of 

.. several MSSIC rules and regulations and that they will be closely monitored. 

Presidential. Representatives from Presidential appeared before the 

Committee to present their reasons for seeking MSSIC insurance. 

L'bert^ Further details on a new insurance agreement between Liberty 

Savings and Loan Association and MS51C will be given during the Report of the 

President. 

■01d Court- V'e Membership Committee made several recommendations 

regarding Old Court. TTiese items will be individually presented under new 

. business. 

i 
Mr. Elsmc stated that the Membership Committee voted to recommend a 

temporary moratorium on new members, but because only two of the members of 

the Membership Committee voted in favor, the motion is not considered to have 

passed. At this point, Mr. Pierson stated that,in the opinion of the chair, a 

majority of those present is necessary in order for a motion to pass. Mr. Bass 

asked about the sentiments of the Membership Committee concerning the 

temporary moratorium. Mr. Elsnic replied that the Committee feels that until : 

rt "i i 
i i 1 



■■ ■ ■ 

'■ 7). •ijliCV ■ •! sv! y 'lS-'L i f.l ">•' 

deposit have'^^tea^Iy Mtabiklitd, a    

■ •U ;^; m0ra,0riUmlSln0rder- ^ j j 
Awing New Business. ''''"iW' fcj iir-.r.• i -K. i-'i*- 

;• . Vj'V;''• ' •" " • "■ : • ' " . • ' • J ' ' 

' . . ^r*.Bass.,moved to accept the •« ^ 

$'**'■' Yjjiitji: seconded, ami the r 

■: ■"■ by-la 
.•.TV'V. ■ ■ 

• >J.-/\••! • .. 

PHEVY CHA5E IMPACT .STUDY COMMITTFF <<l> '?'> r*}.* ; 1 • i 

I*' FaU,kner iniCa,ed:!hn.,he Como?iMee has received and Reviewed .he 111^! 
gilpo—^ lrom louche Ross and Trident ^anciai Corpcralion'and iha, he »|| 

addreS! 'he CO"""i"CeS "ndinSS Under New 1 Mr.'Dietz nm.ed iSfef ^ 

•;■? vt"5 ♦afIr • ' " ■ • • ■ .—v^ui ^ 

;(;;|4f;S!W0Uld addreS! 'he committe« "ndings under New Business/Mr.'Dietz n^ved ]f If 

aCCePt the rep0rt' Mr- bonded, and theVnoiion paised unanimous,r: *'^1^111 

SALARY, COMPFN^ATION. ANn RrMnr.xc ^nf „rTrr 

- - -—   '' l! : ■ &■ •? . 

■ T,} . . 

■ 'S* •h.' 
Eisnic reported that;Mr. Hogg submitted job descriptions and a + 

; - ^ schedule ol saiar, increases lor the MSS.C Stall,'to be granted at Mr. HoEg. t^M ^ 

,^ ^,scret.o„.. He said that the Committee unanimous,, approved these Increases and ^ fA 

,,|pj: .hat, a„ luture matters cl this; nature wii, be'reviewed by the Executive f p-i1 ^ 

4 l/Jv-.Committee. ; < c ' • '''•If#!:4 J? /t kJtSJi ^Committee. •- : , ' i; ' . •..,isWls, 1!ir 

Uilr : 
motlon Passed unanimously. : < » 0 -i ••(^! }<"<' <r < }j|iP* 

, :'i liVi •: ;• . • f ■ I • 
' ••'i'rsw • ■ . . . ! • • ' .fJS-. j;-!: 

  b_  ■ : ; • '■ ■■ • JJifciii 



AUDIT AND BUDGFT COMMITTEE 

Mr. Bass reported that the Committee approved the proposed 1985 

bud£e,. He also reported tha, I, wa5 decided tha, the i„,„rma1 s.arch lor another 

Investments portfolio manager will continue. •. 

Wr. Nelfeid moved to accept .the report, Mr. .Carroll seconded, and the 

motion passed unanimously. . 
» ' •, • . «. * ! . • ' • 

' . • PREMIUM ^RSTRUCTURF, COMMtTTFF Z 

. ... . Mr. Uudeman noted that insurance coveraf;> hy ussiC $hoM -hmc, il 

• to Insurance coveraf;. of Fs, ,r on Page 2 of the December 11, 1984 minutes ol 

■; the Premium Restructure Committee. He further reported that the Committee 

had sought outside consulting assistance and has received a bid Irom Management 

. Strategies, Inc. (MSI). 

He also detailed three approaches currently under consideration; 

1. Changing the manner of assessment. . ; • 

2. Changing the amount of insurance coverage. 

.. ; . 3. Changing the.method of dealing with troubled associations. 

, He said that the Committee requested the Board to retain MSI to study 

risks in the MSSIC system, review possible changes to the C.R.F., look at changing 

. limits on insurance, and possibiy. studying the feasibility of FSL1C type limits on . 

. Insurance. 
. • * * * « • . 1 

. He concluded his remarks by stating that the outside consulting firm would 

on political point of view and that their modeling package would be 

compatible with MSSlC's computer system. , . . 

, Mr. Elsnic moved ,o accept the report, Mr. Die.z seconded, and the motion ■ 

passed unanimously. 
• I * 

• ••■ INSURANCE COVERAGE COMMITTEE REPORT • , . 

Mr. Donohue reported that the Committee recommends that MSSIC change 

i-i t-, 
< i J 



• j.r;; W ■ -r .. . - ;€i; , v .g.., 

: :• :■ : :T:;- /■/ ... 

> •\vCt4;.- •- Iv ».-il IW . f. . # J#;;. J . ■ ••€ 'i f 
V t * its health insurance policy from Travelers to Blue Cross/Blue Shield. He also . -f I 4 • 1 
;%rW' -i'— V.i 11 . ,, I Mi; ii 1' 
! -•. ' vv-■•'••! reported that the Committee recommends that an umbrella insurance policy on t 

:!!_• :?l ' ... , jvJi i 
: automobiles be obtained. Mr. Hogg noted that the umbrella policy would be s; -, 

:; * ' ' v*' r" "'■'•'•<<<: i ■ ■ •'. .• v (i • .. ..■> r ■ ... s'l i't ■'< •*. 11't 1 i'' ' 
-implemented lollowlng the receipt of a second price quote. ' "• ' ' ' ^ : ''-i '' 

* ** • .■ * * • .»i' * 'i *< ■ 
fiiV:' - ■ Mf. Carroll moved to accept the report, Mr. Bass seconded, and the motion ' i' 

* ' ' j.'.i. ! 1 •■"> I 
. .• j '" t" • '' ''' ••■ ■•.Mil.'? . • | ' . -t ■'• ■•i i •' • •; ' ■<• 

" ■ ... was passed unanimously.. . . 

" - . .Ife'' li- OLD BUSINESS " ' : * , ! ' • I' ; '' : .«• . ^ 1' 
' : l " I ' ••■' " " : *■ :• I- • • •• • ' " • ! •]*: = ; 

1- . ' r vli'1-- Me. Laudeman and Mr. Hogg reported on the background of employees of ? ' ,'• 
•'• ■ - ■ * . ■ •'I; 'if '" • i**x♦•'•{ * • •• * * ■ * ^ • i ■ » # J*•' 

1"i. JV. : Management Strategies, Inc. (MSI). Mr. Laudeman noted that the premium .;.j, , 

" J •••'► •SfAly.i restructure study should be completed by June or Duly of 1985. He further noted < l;- ;{ ., ; 
: .- . ; ■ • f.- vl 5 

■•:' ■ . V • • ■ ■ 
H i&'&i r- that the Premium 

i i 1 • '' 
Restructure Committee would be meeting with MSI at regular' ■' i 

^■V .h ... '^1.4 f ,* mfprvp U wac rlic^llccir^n ac fr* r^rr\KoKJ llfv r\f 4Ka prOpOSed Chan^CS ' intervals. There was discussion as to the probability of the 

-i.!t ' ; .. . •'_;; f. 
•I;^' !' being accepted by the entire MSS1C membership.' There was concern as to the :r.:j 

I *'• J • • •. 5 V t. , ' . • ■ ! 1 

V. 4* • • • ••. •.... I < , . f ; 1 

; •" payment schedule for the work done by MSI. Mr. Hogg noted that the payment 1 * :;•! 
!.|L1' • V I 
•; ' ■ , would be on an hourly basis ($65.00 per hour) so that if it was decided at any point" ■. •; ; 
•J ■' i>f: • r * * ■ • I ' ■ i 4 ' I * 
i ' ..V 'jvi/v during the study that MSI would no longer be of use to MSSIC, the full amount; | j i ,/ 
;i • ;• v • * " •: j". •. r; 
: j •;! budgeted (not to exceed $70,000) would not be paid. Mr. Faulkner said that MSI j, ' • 1 

:;; ,p 
S'10U^ review and comment on the adequacy of the present premium structure. ■ ■!•'•; • j. ,| 'H 

Mr. Carroll moved that: ^ ' ;,M;'; •• J..iH-'tn .< ; j:. j!; H 
m*.M ... : . • I'<■ 'i".-]j . 

v<'!laT^:: *• Management Strategies, Inc. be retained for the premium restructure • •[ •!.:. .. 
1 • I . 

• • ,i !• 'i • • i i • i -V . ,V'V ' t 

j 'j ! 

Istudy at the fees indicated. 

iy?- • • iS'iii 
.'-• ^ 2. MSI report at regular intervals to the Corporation and meet on occasion ! : 

; with the Premium Restructure Committee to review progress and get the | ( •• 
. • . • • . . . * f ' • i 

: ' V Committee's approval to continue. : " ' • '' ' 1 1 • 
• • . • • v : • i 
3. MSI should also review and comment on MSSIC's present premium • ^ .'j 1 : l ; 

I ! i ■ ■ .1-1 I. - ■ ..j •; :, , 
structure. • 

I j "If* 'I.. . . ! '/v;' .| 
'^"',1 , Mr. Donohue seconded the motion and it naccpd hv a m a irir 11 v u/i-fl-i Mr ■' 1? i 

: r^ri; 
; ^Mil- 

Mr. Donohue seconded tlie motion, and it passed by a majority vote with Mr. v vii'i 

774! : ■' i j-«'• 
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Elsnlc opposing. . . 

At this point, Mr. Pierson stated that the agenda would be changed to allow 

Mr. Faulkner to leave Immediately following his report of the Chevy Chase Impact 

Study Committee. Following Mr. Pierson's statement, Mr. Uudeman excused 

i . * . * ;   I 
himself from the meeting. 

Mr. Faulkner noted that the Committee met on December 12, 19M and 

received reports from Touche Ross and Trident Financial. TTiese reports stated 

t,?at the Problems revoWe primarily around accounting.- It was noted that there 

; . are 32 to 38 issues still unresolved. 

#1"-- Mrs- moved that until these l«ues ere ^solved,, the Boards 

decision should be deferred. Mr. Fauikner seconded, and the motion passed 

^wrfnlmoutDr. . , 

'•fi* ' At 10:55 Mr- Hwwn called, for a short break from the meeting. Mr. 

Faulkner then excused himself from the meeting. The meeting was called back to 

order at 11:07 at which point Mr. Laudeman re-entered the meeting, and Mr. 

Pierson called for a return to Old Business. 

• • . • • • | , 

habitual rule violators 

' Mr' H08e n0ted that beca'Jse ,he 15lh the month fell on a Saturday, the 

^Periodic Performance Reports were not due in until the 17th therefore an up to 

date report was not available. 

V ' 1 ' ' ■ ■ I . 
! '■■■• • Treatment of the media by M.s^ir 

■■■■ At this point, Mr. Pierson restated his concern over the leak of confidential 

information to the press. He noted that MSSIC was put on the defensive at a 

recent meeting with Merritt Commercial Savings and Loan because Merritfs 

representatives were concerned about this same leak of confidential Information. 

' Mr- r'ny Hal1 spol<e <" lhe liabilities of MSSIC should this information lead 
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4 0 
uv: 

I 
•i;!" .■'N. 

, • ^ 
\ 

-'iiVi:]/ ■ ' : 1 < : 
i # # . • 

' * • (•••. • •••• •I- . • • '..I : • 
|, to bad publicity for specific associations or for all associations. 

1 '''' t i .< < • | , i; fj; ■ '• :.l I > , i 
1 J M// '"'it'. i1' J • Mr. Pierson then stated that Mr. Hogg is the official spokesman for the I , ? ;,! ! n • **'4 ; V ,»■' ^■vl *'• * ■ 1 *■.. .• "I . • • I *' • ■ « I ■ . 
i • ■{v ' v^'.i •■* • ••'" i •' ' ji •••' • i ■ ■'( 'I '. • • ■>; ',,i■. 

•.} •};.ri-j.-Corpocation, and that any Board, Committee, or Staff member who is contacted | 
;'T '•1 ? . .1 ■ _ , • ' ; :•* "i • • i vi •!*1 ; i r,'.1 

• | by any member of the press should notify Mr. Pierson or Mr. Hogg within 2k . ■ j --", 

! i : "i; Si •'''(} * ** "- ' ' • ' '• -■ i m ■' 
}'{!. • C.T 'flPj bours. He added that he does not intend to prevent or censor anyone regarding • i; ^ < i ^ 

wwi'iteiSdh:1 ^:^ '*-**•••■ >+■ r 

. PROPOSAL OF NEW REGULATIONS. " r ! ' 
'•"•is       *• . 4j| !• ' * 'i** * ' 9 **•'« • • • , * ^■ i ! 

■ .,! • i!"'v ' Mr. Hogg noted that the report of the Accounting Task'Force has been ' <1 '.I 
. 4; • 

. j. . Sj i .. . , • - H . 
'• distributed to each Director today. He further noted that no action was required • 

1 ; .; at this time but that the material should be reviewed for the next Board meeting. I 1 '• 'J. \ 

; v: 'felt 14 ' NEW BUSINESS " " f'! ;
T f."'! ' : i"xu | 

. nK*"? . •• • ■ . i . 
■ 1 •- S'« » * AJ 4. *• r looc n J A Al, ' !'< ' T '• ' : j •• > t v.'- • !.' I ' . . • ! ! .. 

 • Mr.1, 

Adoption of 1985 Budget. 

.. ■ 1 i* 
Mr. Bass moved to pass the 1985 Budget, and Mrs, Anderson seconded.' ' iij •. j-.V 

.;V • ,}. j r r.. 
: '• Hjp Following discussion of certain items (e.g. replacement automobiles, Advertising, ; ''jl ! j . : 

. ■, .vv   v;;': ii: 

*;•!'sjfel etcj, the motion passed unanimously. • . ' i • j j-. = i , 

' •• • • • i •,- ( .i-iV .-j ' 
j j • ' Recommendations of Membership Committee. :j " , ' ' ' . " i -••li- ' 

I ■ •f • ' I - • • I ■ • L '"ji. . . 5 
; ' Mr. Elsnic moved that the Membership Committee's recommendation that , " T : ; ■ 

: , : ' r' • -i 

, ; Presidential Savings Association's application for membership be approved, and < ;; 

'.i li~ ■' • • t:. : • ^ '''j..; . j ; 
Cfii'^^^Mr. Bass seconded the motion. After considerable discussion about the procedure 
v'i'i: , • : '.t' ""f'j-• r- 

V ■, 1 li (' 
• ■'i.! --r- 
-'j: 3: i"'i' 

•; j kuy •i . r ' "l 

,   
! :j ''^yVj .for application and the incorporators of Presidential, the motion was passed with ; 

^1^ .!v; . ■. .. . . ' I i;: 

an amendment stating that acceptance of Presidential is subject to approval of its •• 

■. .-j .. , . „ , , •' ' n<i;^ i l.i)',■ !t. i :• V I : i. ) :ii;: r- . I .''V-'l-ii .t|i! j I 
application by the Board of Commissioners. . 

i., , • : |! . 1 • • ' ! 1,1 

•' Mr. Elsnic presented the five conditions of Liberty Savings and Loan I' • 

1 • Association's new Insurance Agreement. Mr. Pierson noted that the Executive i )Jv,- 

• v ■; i< 

i r \\ 

I'.', Committee agreed with the conditions subject to the deletion of the fifth item 'i .',J 1j :! 

•• . ' ;i .! which states that anv new prowth be sunnorted bv an increase of 3% npf worth to i t- ji ! '; j ;■ 

ion . •;j! j!: .; :,-!! savings ratio, exclusive of dividends. Mr. Elsnic moved that the recommendation 
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.as made by the Membership Committee be accepted. Mr. Neileld seconded. Mr. 

Trice noted that Ms. Judith Budoff stated that it would be impossible for Liberty i ♦ 

to comply, with the filth condition. The pursuant discussion led to Mr. Elsnlc's 

withdrawal of his motion. Mr. Carroll moved to authorize the Staff to achieve a 

workable Insurance Agreement based on the first four Items, deleting the fifth. 

Mr. Laudeman seconded, and the motion passed by majority vote with Mr'. Nelfeld 

opposed. ... 

Mr. Elsnic noted that the Membership Committee recommends that Old 

Court Savings and Loan, Inc. should not be allowed to convert First Progressive 
: I : 

Savings and Loan Association's hypothecation into a subordinated debenture. Mr. 

Trice noted that, under the terms of the hypothecation agreement, the 

Corporation had no basis to delay disbursement of the hypothecated funds after 

the First Progressive merger with and into Old Court, if Old Court complied with 

the net worth requirement under that agreement. He said that the subordinated 

debenture would have a seven year term and therefore remain in place for a given 

period of time. Following a brief discussion, Mr. Elsnic stated that based on this 

: new information, he takes no position. Mr. Neifeld moved, that based on this new 

information, the conversion of the hypothecation to a subordinated debenture in 

the standard form should be allowed. Mr. Bass seconded Mr. Neifeld's motion, and 

it passed unanimously.. 

Mr. Elsnic reported that the Membership Committee recommends that a 

MSSIC Staff member attend all Old Court Board and Committee meetings. There 

was discussion as to the legalities of having a Staff member attend such 

meetings. Mr. Laudeman noted that a Cease-and Desist Order may be necessary 

before such action could be taken. Following discussion, Mr. Pierson noted that 

the Board does not recommend that someone attend Old Court's meetings, but the 

Association should be monitored very closely. . . , . . 
i ii. ■ p., f*, i• : 

-10- 



'' I ■. I ' 
I'"1 . ' 

I ' 1 
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;.}■ li i.. i 
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I 

♦ • •• 
Mr. Elsnic Indicated that the Membership Committee recommends to the 

i 1 
i 

I 
|! 

• i ■! 

Board that lat a'Cease-and-Desist Order be issued by the Board to Old Court Savings J,' ' 

• ' ( 'i 1 . . , -J 
i and Loan, Inc., subject to the confirmation of a violation .(the Poinciana Project - ; 
.t'V •' Wi'-!.--: • .i;• 1 ■•••*. • ■ 'l ■ . . I ; : . -.i : ' • , 

^ ''s* f Ki 1' '• • > " ' < '' t -" ij 
Staff letter. ^ Action -was deferred on this Membership Committee j ft, 

; I1'< M * !• ■ 1 1 i . i. ' • . ■ : I • .1 t'f, 

i recommendation pending further clarification by the Staff. Mr. Pierson directed ';U' 

' !" Ti > - ^ O ^ rr J \/A Q ^1 I 1 I r* a r-* 4 I ^ •-«» *» ♦ 4 r* 4 HJa r-r\ 1 r> #-r> m • f 4 A A l^c 

ppears xo nave nox vioiaxea xne auuvc i:: 

.■. i■' 1 

j .Lt- ..^ i L!_ ^--jmlttee i 

irected J 

   . .. • ' r!]lf. 
*i; ■ r'""it[f-!-1 ^ie Staff to give a full report on this matter to the Membership Committee at Its ", Vr 1 •• ; ' 

n«*t regular meeting. A1' •' ^^ ^''-^Vj 

■, • . • •••-■ f. 
V . Mr. Elsnic; noted that the Membership Committee recommends that a I ' 

• . ' ' . .. .1 
■ temporary moratorium be placed on new associations. Mr. Pierson suggested that 

" ■■ iji-r" r . *' • ■ . . 
[^(y the Staff design a form to be used as an application for membership so that some ; i;j' : | 
1 >•:,* * • * • « • ••!! i { | 

IX'lf form of control can achieved. Mr. Trice noted that the Rules and Regulations «••'• :'! v 

li^iV ! 
t .*• • : 

; :l . 

i y.h Ml 

>!.! j :U 

ifftj; state that all applications would be done on a MSS1C form, 
•p'.ij!.' ' . 
idoes not exist.: Mr. Hogg noted that it would not be necessary to implement a 
' w . * I 

but that such a form r; .•! 

: i 

commented that there is no i 'r^4. . moratorium while designing a form. Mr. Hogg further cc 
kK -m.:. • • - 

Iij-i'-f*-.time limit for the acceptance of a new member, and if they get caught up in the y. >" ; 

'' l'■ • time that the form is being designed, so be It.' *"' ^ ' 

■ !:1 .. ■ .: ' L'.-'j "Mr. Flsnir rpnortpd that thp Mpmhpr«:hin Pommittpp rfr Mr." Elsnic reported that the Membership Committee recommends that the ' J. i 

<.'• * .f*tjilij?*■ ,•■.5.,.".! ■' • 
Board file formal protest at the Division of Savings and Loan Associations against ' -T ;• r . 

i .ji!;' : . , i •• i i1, • . • i i * I • Z JI * 
!•'• ' 'Vfithe establishment of a branch office by Gibraltar Building and Loan Association . • " j j . ■ i 
i:i "::•••• . : ■ ' ■; •= 

• : Mr. Trice noted that he has been in touch with counsel lor this Association, and ; ' J- , ; • ;■'! \ ' ' ; ' 1 : •!• • 
, .j • ' I 1 • I 

; 1 •' :■ iv" they have agreed not to open the branch until they have received written approval ' j . .1 
> '• ' ■ ' ..V •, .) j: 

' '' from the Corporation. Mr. Pierson asked the Staff to get a written commitment r.';• 
■ in--1 v -f*1 y ■ !.'■ .■Mil.) 5 . : ^ 

to this effect, and he reiterated that formal protest will take place on new branch .rjUf'. • 
•.'wj",1 . • . ' 'iH - ; j i'' / ■ j 1 1 • ; ' j • f,: > ■ 

application filings submitted after January ^85. . ^^.",...1 

*1 » 
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.... REPORT OF THE PRESIDENT 

Mr. Hogg noted that Custom Savings Association had already been 

. discussed in detail. . 

Mr. Hogg stated that Gerald,Klein Is now the full owner of Merritt 

Commercial Savings and Loan, Inc. He further noted that Merritt Is technically In 

• compliance with the Net Worth Rule if the capitalization arising from Heron 

! Harbor donation toward net worth is Included. -. Mr. Brown of the Division of 

Savings and Loan Associations noted that he would not consider these properties 

as such and that he would expect that MSSIC would not. the Staff was directed to 

analyze this matter and report to the Membership Committee. 

Mr. Trice noted that Liberty Savings and Loan's Fidelity Bond has been 

extended through 1986. 

. He also stated that Southern Permanent has hypothecated $100,000 to 

Improve its net worth.,, 

Mr. Hogg reported that the tax court action on MSSIC's tax case went well 

jand that.Mr. Shapiro of Venable, Baejter, and Howard represented the Corporation 

very weli. ... •. . . ( .: .< : • 

ADDITIONAL MATTERS 

. Mr. Pierson asked for a resolution to extend sympathy to Mr. Faulkner and 

his family on the death of his brother. He added that sympathy should also be 

extended to Mr. Ronald 3asion and his family on the death of his father. 
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September 25, 1984 

Mr. Jeffrey Levitt 
Old Court Savings & Loan Association, Inc. 
25 Light Street 

Baltimore, Maryland 21202 

Re: Teqa Cay 

Dear Jeff: 

> 

wi-i-H n, Enclosed are several menos prepared in connection 
Ki?™6*-?29? ffy transaction- Of the problems identified, we believe the following are the most important: 

tP1' v o i * 1: Water and Sewer: According to Bill Hargraves, 
y a , of the unsold lots are served by existing water and 

^ ^ ants. In order to build additional facilities, permits 
^ ^ .. r®(2uired from the South Carolina Deoartnent of Health 

and Mental Hygiene (as well as any required" Public Service 

Commission and building approvals). Among the required permits 
s a . Permit/ which cannot be issued without the opportunity 

for public comment. While it is rare to hold a public hearing, 
e Process will still take a minimum of 4 nonths from when an 

application is filed. 

aJ Allocation: As drafted, the Contract provides 
i} \ for purchase of the stock for §5,000,000, with the assignment 

r V mortgages thrown in with no additional consideration. fce must ascertain if we wish to have an entirely new contract 

' to allocate the $5,000,000 between the four coroorations and to 
allocate a portion of said $5,000,000 to the assignment of the 
mortgages. We have been advised that the mortgages are treated 
as having zero value and may have been satisfied by the bankruptcy. 

3. Access: Bill Hargraves advised us the "BRT" owns 
portions of the road by which access is given to Tega Cay. This 

1 riot seem to disturb Jim Gay, but does not present potential 
problems which we should investigate with the title company. 

IIIB67 . , 
' eY 
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Mr. Jeffrey Levitt 
Septe^e. 25, 1984 

COPY ' 
VENABLE. BAETJER AND HOWARD 

^ that your 

the 529. Copper X^T^t 

T 

^ere " ap-Da""tly 

^ot\iTi0t^\rnnot 

Very truly yours, 

James D. Wright 

JDW/bt 

Enclosures 

cc: Mr. Jim Gay 
Gerald M. Katz, ESg. 



CMK/kfc (f,,lO/i/S« 01^-71261 

OUTLINE MEMO OF 
OWNERSHIP OF TEGA CAY 

1. Old Court SS.L has apparently lent $7 million to 

Tega Cay Development Co. # Inc. Loan documents need to be prepay 

by Old Court. 

2. Tega Cay Development Co.# Inc. paid $5 million for 

the purchase of the four corporations, i.e., the two land corpc- 

.. ^.,. • ~ ^tions, 
€ U y Md the solf course companies. The understanding, 

according to Mr. Levitt, is that the utility company and the gc:.. 

course company stock win be transferred directly from the sell..", to 

Jeffrey Levitt, the consideration being his agreement to make s-s 

stantial capital contributions to these two corporations. Thu^ 

- • the 
minutes of Tega Cay Development Co., Inc. need to reflect that the 

stock of those two corporations was transferred to Jeffrey for that 

consideration. Jeffrey must then make his substantial capital 

contributions to those two corporations. Jeffrey has been advi&od as * 

to the substantial tax risk that he may be viewed as receivinq s, 

= ncome 
equal to the value of these two corporations, which could perha^.. 

over $2 million. He stated that he would take this risk, 

Jeffrey was also advised that the entire transaction, 

including the two corporate stocks going to Jeffrey, need to bo 

approved by independent directors of Old Court S&L. 

3. The stock of the two land companies will thus be h* u j 
looked 

at a purchase price of $5 million. A §338 election needs to bo „)ad€ 

111B 6 8 
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IT" 

promptly to step up the underlying basis of the asset ■= in. the  

two corporations. The allocation of the ?5 million probably should 

be based upon the relative book values on the 9/30/84 balance sheet. 

I have asked Barbara Golden to prepare these elections. They need 

to be reviewed by the accountants for the corporations. 

Upon these transfers, Tega Cay Development Co., Inc. will 

have a basis of $5 million in the stock of the two land corporations 

and the land corporations will have a tax basis of 55 million in the 

underlying assets owned by them. Jeffrey would have a basis of -0- 

m the stock of the utility and golf course corporations and the two 

corporations would keep the same underlying tax basis that they 

reflect as of 9/30/84. See the letter from the sellers accountant 

the method of stating the value of these assets. Jim Gay was 

advised at the closing that while the rate for the utility company was 

at this point apparently based on need, it may in the future be based ' 

on cost of assets, and the foregoing method does not result in any 

step up on the basis of underlying assets. 

4. Jeffrey needs to write his checks to the two corporations 

to be owned by him. He would then be issued additional shares of stock 

for this investment, in addition to the transfer of the existing stock. 

Ed Oppel will then make a capital contribution to these two companies 

tnat he will own 101 of the stock. There should also be a stock- 

holaers agreement if one can be negotiated between Levitt and Oppel. 

-2- 733 



5, There—remains for-resolution the ownership of the 

stock of Tega Cay Development Co., Inc. The understanding is that 

Old Court is to receive 60% of the profits of this corporation and 

OPPel is to receive 40%. With this arrangement, the corporation could 

not be consolidated for income tax purposes since it will be 90% 

owned, and this may also effect the income reportable for financial 

statement purposes. This needs to be checked with Barry Glass. 

Further, Jeffrey's proposal is that Old Court Investment Corporation 

initially owned the stock of these two corporati <xis, for the $5 million 

purchase price, and then sell the 40% stock interest to Oppel and book 

a $1 million profit. The problem with this approach is that Oppel could 

not pay for the stock (assuming that the gain is even reportable for 

book purposes, since paper would be taken, although it probably would 

be reportable for income tax purposes thus producing a substantial 

tax). Thus, the alternative would be that OCIC by the stock of the 

two corporations for $5 million and then sell them to Tega Cay 

Development Co., Inc. for $6 million, thus booking a $6 million profit, 

with the stock of Tega Cay Development Co., Inc. being owned 60% by 

OCIC and 40% by Oppel. Again, it would not seem possible to book a 

gain on a sale to a 60% owned subsidiary; although for federal income 

tax purposes, since it would not be a consolidated return, the gain 

P bably would b<_ tu.xable. Thus, my conclusion is that no gain should 

be booked and OCIC would simply own 60% and Oppel 40% of Tega Cay 

Development Co., Inc. or alternatively, OCIC would own 80% and Oppel 

-3- 784 
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wouM uith a m kicker on profits paid out as ^ ^ 

would require defi„ing pro£its which My ^ di£f.cult_ 

«■ There resins the question of the mortgages, .effrey 

intends that all of the mortgages other than ^ ^ 

ut.Uty mortgage would be assigned to 01d Court StL_ This be- 

fine ^ the sole purpose were to secure the loan to Tega Cay 

Development Co.. lnc.. although J<;f£rey,s present thinking ^ 

he ^ attempt to collect the full amount due on the mortgages even 

though they do not show as debts on the books of *h» ' 
dooks of the corporations 

UOUld rai£e SUbSt-"^ ^ and accounting questions and would 
also raias the question of what would be the effect on Oppel's 

ownership position. 

7. Minutes for each of the corporations need to be prepared 

.tc* certificates issued, etc. The accountants for the corporations ' 

1166(3 t0 PrePare taX "tU™» •»- -Ke sure the books are properly set 
up. Bank accounts need to be opened by Jim Gay for each of the 

entities. 

-4- 

7S5 0604S433- 



MtCMAMO M.VC»«A«CS ( 
  coww o. AACT^CW   

CMAMCCS M«N. MOWAMO ( ••TO - ) 

oc«A4-o m.ratz.mc. 

^ COPY ^ 
V EN ABli'E^AklEi.iiiyEE BSiiAiJioiJAjiiOWA RD 

AttorncyS at Law 
A PA«TNC»»5«l^ INCLUOIMG "WOr C S S I ON AC C 0« fQW AT ION S 

1600 Mcrcantilc Bank 4 Tbust Builoinc 
i HOPKINS ^LAIA 

   ?*Pwc. MAWYCANO aizoi  

Listi 

_ •"•""•OTO-.D.C.OrrKx 

OOl) t-*t-7*00 

—v—m 
t-^-TSSO 

VCNA®L<:# OACTJCW. HOWAWO «. Cl 
SUITC 70-* 

'^Ol PCNNSYLVAWIA AVCNUC, N 
WASHINGTON^ O.C.IOOO^ 

(*02) 7A3--4300 

November 9, 1984 

HAND DELIVERED 

Mr. Jeffrey A. Levitt 
3rd floor 
25 Light Street 
Baltimore, MD 21202 

Re: Tega Cay 

Dear Jeffrey; 

This is a summary of the stock we propose to issue: 

I. Tega Cay Development Co., Inc. 

Stockholders Shares Percentage 

Old Court Investment 60 60% 
Corporation 

Edward R. Oppel 40 
40% 

Edward R. Oppel is to put up $1,000 for the stock and 

S7 000 OOO^9" 60%TOf thiS t0 0CIC in connection with the $7,000,000 loan. Tega Cay Development is the purchaser of 

makeTl^f TC22' InC- " ne^ds to ^diately make a S338 election With the IRS with respect to each purchase'. 

. ?e9f Cay DeveloPment will assign its rights to purchase 

follows0 TCU and Tega Cay Recreation Company, Inc. as 
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Mr. Jeffrey A. Levitt 
November 9, 1984 
Page Two 
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II. Tega Cay Recreation Company, Inc.; 

Stockholders 

Edward R. Oppel and 
Jeffrey A. Levitt' 

Jerome S. CArdin 

Jeffrey A. Levitt 
~ -• - -** - 

Allan H. Pearlstein 

III. TCU, Inc.; 

Stockholders 

Edward R. Oppel cind 
Jeffrey A. Levitt ^ ,, 

Jerome S. Cardin 

Jeffrey A. Levitt 

Allan H. Pearlstein 

Shares 

100 

. 

345 

345 " 

Shares 

.h 100 

210 

345 

345 

Percentage 

10% 

21% jU 7$ 

34-1/2% 

34-1/2% 

Percentage 

10% 

34-1/2% 

34-1/2% 

n- ,1 
1/ tc^'- 

r •? tu 
r- 

1 

'^^ese two corporations may want to make a .subchapter S 
election- The stockholders for these corporations will invest 
in the aggregate $100,000.00 in each corporation in accordance 
with the percentage of the stock owned. 

See the enclosed earlier schedule from Jim Gay on the 
stock ownership and note the differences. 

In light of the substantial net worth reflected in the 
financial statements for Tega Cay Recreation and TCU, there is 
a very substantial tax exposure to the stockholders who are to 
receive the stock of the company with no allocation of the 
$5,000,000 purchase price. 

IV. TC2 2, Inc. 

Stockholders 

Tega Cay Development Co, 
Inc. 

Shares 

1,000 

Percentaae 

100% 

787 
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Mr- Jeffrey a. Levitt 
November 9, 1984 
Page Three 

V. TC126, Inc. 

StQckholrioT- 

~ T~ Sharej Percenfaia. 
5S« Cay Development 10 

Inc. •L0 100% 

set to '^h«lthSUtorntc|0LS^h0r??fati0n maet complete ^d' 

should be^s^^ha^ 016 the above stock SMm™ 
certificates. "e ^ Proceed to dritr^e^^ " " 

Sincerely, 

GMKrml 
enclosure Gerald M. Katz 

cc: James L. Gay, Jr. 

James D. Wright, Esq. 
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LAW Off ICES 

JEFFREY A, LEVITT 

THE OLD COURT BUILDING 

16S. CALVERT STREET 

BALTIMORE, MARYLAND 21202 

I N V 0 I C E 

DATE: 

TO: 

FROM: 

RE: 

AMOUNT: 

February 6, 1985 

Old Court Investment Corporation 

Anne marfe Buscemf 

Fees 

$250,000.00 

The above amount represents payment for services rendered with regard to tfc Witofiij 

1) pranging Tour HfT116h,($4>000i000'00) 'dollar.iloan purchase • ' 
of Cedar Brook Country Club loan with the Union Savings 
Bank, 62 S. Ocean Avenue, Patchogue, New York. Meetings 
navlng been held in November and December, 1984. 

2) Arranging loan with NCBT Bank for purchase of Karol 
Springs loans (11/3/84 and 1/3/85) 

above^ddress?1"" Payab,e 40 JEFFR" A- LEV,TT forKar', t0 " the 

Thank you 

790 
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• LAW OFFICES 

JEFFREY A. LEVITT 

THE OLD COURT BUILDING 

16 S.CALVERT STREET 

BALTIMORE, MARYLAND 21202 

INVOICE 

DATE: 

TO: 

FROM: 

RE: 

AMOUNT: 

The above amount represents services rendered in arranging with Union Trust 
Company for mortgage loan on the Southern Hotel and also with New York bankst 

for construction loan on Garvlew Point property. Services are for the period 
November and December, 1984. 

Please make your check payable to JEFFREY A. LEVITT and forward to me at 
the above address. 

Thank you 

)ffice 
727-3357 

( 

February 6, 1985 • 

Old Court Joint Ventures, Inc. 

Anne Marie Busceml 

Fees 

$250,000.00 

791 
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( meridian mortgage investments, inc. 
Subsktaly of Old Court Sovtngj & Lm". Int 

207 E. REDWOOD STREET 
BALTIMORE. MARYLAND 21202 

301-576-9212 

MERIDIAN MORTGAGE INVESTMENTS, INC. 

BOARD OF DIRECTORS MEETING 

June 12, 1*984 

The Meeting of the Boar* of Directors of Merman Mortgage 

Investments, Inc.. a Corporation duiy organi.e* 

the laws of the State of'Maryland, vas held tMs 12th ^ of ^ 

1984 at the downtown office of the Corporation. 914 North 

Street, Baltimore, Md. 21201, at 10:00 AM. 

A The Meeting was called to order by Allen Feinberg, P Guidice 

f Those in attendance were: Allen Feinberg. Jeffrey Levxtt. Oennxs Gurdice 

and Roxanne Helm. 

PRIOR MINUTES, The minutes of the previous meeting on May^ 

8, 1984 were ready and a motion was duly made, seconded and carrre 

it was resolved that the minutes were approved and ratified as rea 

RAr.ANCE SHEET: Mr. Guidice presented for the Board's consider- 

ation and review a Balance sheet ending. May 31. 1984. The oar 

reviewed said report, a copy of which is attached hereto and 

made a part of these minutes. 

INCOME STATEMENT: Mr. Guidice presented for the Board s ^ 

and consideration aTT^come Statement for the 

1984 . The Board reviewed the report, a copy of whxch is 

hereto and hereby made part of these minutes. 

NEW BUSINESS: After discussion and review a motion was * 

^ made, se'conded and carried that a fee of S100.000. be granted to Jeff 
792 (jv- ""72 



,16 12, 1984 

Levitt as a consulting fee. Karol Levitt and Robert Pearlstein would 

each receive $1,500.00 in consulting fees, Allen Feinberg would receive 

$20,000.00 in consulting fees for the month, and an agreement was made 

between Jeffrey Levitt and Walter Otstott that Meridian Mortgage would 

pay to Walter Otstott a fee of $40,000.00 per month for a period of 

twelve (12) months for good will. First payment will be in the month 

of June, 1984. 

There being no further business to transact, the meeting was 

adjourned by unanimous vote at 10:40 a.m. 

Roxanne Helm, Secretary/Treasurer 

733 
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meridian mortgage investments, inc. 
^ u.ij:.-, m Did Court SavinoJ & Loan. Inc. 

r-    
Subsidiary Of OW Court Savtafl' & Loan. Inc 

914 M. Charles Street 
Baltimore. Maryland 21201 

301 •576-9212 

( 

MERIDIAN mortgage investments, INC. 

board of directors meeting 

July 10. 1984 

* Of 'Directors of Meridian Mortgage 
The Meeting of the Boar raanized and existing under 

Investments, Inc.. a Corporation ^ 10th day o£ July. 

the laws of the State 0£
f^

ry
o

1
f
an
t'he corporatio„. 914 North Charles 

1984 at the downtown o^ce ° ^ 

Street, Baltimore, Md. 212UZX, 

nofl to order by Allen Feinberg, President. 
The Meeting was called 

men Feinberg. Jeffrey Levitt. Dennis Guidice 
r Those in attendance were: Allen Fel 

and Roxanne Helm. 

4-oq of the previous meeting on Ju 
PRIOR MINUTES: The mxnutes of P and carried 

12. 1984-^r^:d a .otion ; -j; ratified as read." 

and it was resolved that the minutes be accepted 

BALANCE-SHEET!^ Mr. Cuidice ^ ^ ZTZl 

ation and a review, a balance 'hereto and hereby 

reviewed said report, a copy o 

made part of these minutes. 

Mr Guidice presented for the Board's 

t ' me Statement for the period ending 
review and consideration an nco ^ is 

June 30, 1,84. The Board 

attached hereto and hereby made part 

^ that Meridian Mortgage would re- 
p NEVLBUSINESS: E Red„ood street, Baltimore, Md. 

locate its downtov™, ^ce " ^ addltional space it re^ 

71202. The move wiix gxvc ^   

V ' 



10, 1984 

P 

The move will occur sometime this month or the first of August. 

It was also discussed and a motion made, seconded and unani- 

mously carried that a $150,000.00 end of year bonus would be paid out 

to Jeffrey A. Levitt. Also, Susan Grant would be reinstated as 

Meridian Mortgage Investments, Inc.'s Executive Vice President on 

July 9, 1984, and Mr. James Gay has tenered his resignation as Ex- 

ecutive Vice President. Karol Levitt and Robert Pearlstein would 

receive $1,500.00 in consulting fees, and Walter Otstot would receive 

$40,000.00 in consulting fees. In addition, Susan Grant would receive 

a company car - an Avanti at the cost of $39,572.25, and Allen Feinberg 

would receive $2,000.00^in consulting fees. 

Also approved was the expense of $8,086.00 to the Comptroller 

of the Treasury for Real Estate taxes. 

There being no further business the meeting was adjourned at 

11:00 a.m. 

Roxanrie E. Helm 

Secretary/Treasurer 

795 
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COWIN a. •ACTJCW IS4S) BALTIMORE, MARYLAND 21201 *««HmcTo<i,O C.OffICC 
CHAI»Ll» M«H. MOWAHO (■•70-l»-«)   VCNABLE, BACTJCB. HOWARD & CIVILCTTI 

  OOI) ***-7*00 SUITE 704 
1301 PENNSYLVANIA AVENUE, N.W. 

WASHINGTON, O.C. lOOO* 
O...CT .. (202) 7e3-«300 

itmmr r. haul 

February 22, 1985 

Membership Committee 
Maryland Savings-Share 
Insurance Corporation 

114 East Lexington Street 
Suite 602 
Baltimore, Maryland 21202 

Gentlemen: 

stai-* of w i j6 asked us to determine whether any law of the 
Sa?ino? ch y t 0r any rUle 0r re9ulation of Maryland 

5rf Insurance Corporation ("MSSIC") or the Division of 

Officlr ar * AssoJiations ("Division") is violated if any 
mlk 2 director of a MSSIC-insured institution, or any familv ember of such officer or director or company controlled by such 
officer or director (collectively a "Controlling Person") 

Fur^hfaWS hls °r her N0W account at such institution. Furthermore, if such overdraft constitutes a violation, as 

would^e available"toSMSSIC? ^ determine What remedies, if any. 

It is our opinion that if a Controllino Person of 

s^h1overd?a£tecMjtSt
hiS ^ ^ N0W account at such institution, 

f" ^ o ? constitutes an unsecured loan from the institution 

o! an<3.rre£0re Vi0lates ^ P^oiisiois or section 9 307 of the Financial Institutions Article of the 

^ 0£ Maryland- Se«i°n '-30' provides, in part? as 

"9-307. Conflict of Interest. 

(a) Loans prohibited to director or officer   (1) 

ofranUoff?^r0£ 'S15 Section ,member of the immediate family 
sih??nS % director means a spouse, child, parent, sibling, grandparent, or grandchild. 

Except as provided in subsection (b) of this 

not make t tolnT or its subsidiary may make a loan directly or indirectly to: 

asori^t-ion (;L) Any officer or director of the asociation; or 
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Membership CommitL^e 
Maryland Savings-^ ire C 
Insurance Corporation 

February 22, 1985 
Page 2 

Any corporation or business in which an 
interest of 10 percent or more is owned by an officer or 
irector of the association, or member of the immediate 

family of an officer of director. 
« 

l»w|^)j Exceptions to prohibition. — A loan is not 
prohibited by subsection (a) of this section if the loan is: 

(1} Secured by the borrower's: 
(i) Principal residence; or 

Drovidf»ri i-ha* Savings accounts in the association, provided that a loan secured by a savings account may not be 
more than the withdrawal value «of the alcount? or 

board of Airlll (1) APProved by a two-thirds vote of the 
the vote; ' any interested director taking no part in 

(ii) Approved by the Division Director; and 

^ j (m) Secured by collateral appraised by a disinterested appraiser approved by the Division Director 
• • • • 

is 

.pproM x: 
not approved by the Division Director, and (c) is not secured? 

overdraft bv*^ Same reasons as set forth above, an 
Section 9-323 of p er0n WOUld violate the provisions of 
thff Flnancial Institutions Article, provided 

Person meets the definition of a controlimg person" set forth in Section 9-323(a). Section 
9-323 provides, m part, as follows: action 

"(a) 'Controlling person' defined. — m this section 
controlling person' means an individual or leqal entitv 

acting directly or indirectly, individual" or^ tonceri 
with one or more other individuals or legal entities or 

hSlds9wi?he™r m0fe subsi,liaries. who owns, controls) or 
20 plrce« o? ^ ^0te' ?r h0lds Pro;Iies " vote more th percent of the voting shares of the capital stock 
association, or controls in any manner the election of a 
majority of the directors of the capital stock"sISc?ftion. 

an 

a 

(e) Loan to controlling person. — A capital stock 
ssociation may make a loan to any controlling person if: 

The 10311 15 approved in good faith bv the 

"?ec^rsVofte
thf the PreSent and VOt1^ disinterested uirectors of the association; 

798 
224 2 G 



Membership Committx-e 
Maryland Savings-^ ire 
Insurance Corporation 

February 22, 1985 
Page 3 

ar>r.*-a-; The secur^ty is appraised by a disinterested appraiser; and 

Director " ^ The loan approved by the Division 

o£ Section 9-323(6) are net since the 
?,f It * probably was not approved by the board of directors 

iS UnSeCUred' Md (C» «« aPproved by 

VIn— overfraff by a director or officer would also violate Division Regulation 43(B)(3), which provides as follows: 

n(3) ^ association way grant a loan to any of its 
cifi dir®ctors' or employees in accordance with the 
Sec?i^Cqr?n7lr?nentS Financial Institutions Article, Section 9-307, Annotated Code of Maryland." 

Furthermore, if no interest is charged on the overdraft, such 

Reau?!>?fnnW^?,lM?babiy "0late the Provisions of DiJisiln Regulation 43(A)(1), which provides that transactions between 

afort irectors and their association must be conducted in good faith, and must be honest, fair, and reasonable to the 

i^notReasonable^Ure " eh'r" int,r"t 0n a" P^ly 

violate, t,,^;i^'S^on^Jr^;? ■ 
Regulations, which provides, in part, as follows: 

i"214* Business Conduct. [Each member of 
f?n^f ? T ° maintain safe and sound management, and 

i policies and to comply with the laws of Maryland, the orders and directives of the Supervisor. ..." 

Thus, a failure to comply with the laws of Maryland (i e 
Section 9-307 and possibly Section 9-323 of the Financial' 

Regulations? ArtXCle) is a Eolation of MSSIC's Rules and 

the case nfJZ*tWO remedies available to MSSIC in the case of an overdraft by a Controlling Person — (1) a cease 

Regu^tions0^^^" 3-222(A) 0f MSSIC,s RulL and Regulations and (2) expulsion of the member institution under 
Subtitle VI of MSSIC's Rules and Regulations. lil addUion a 

3-222?b7 c"s® and des^t order may be available under Section 
enioin the SSIC COUld al"ays Petition a court to enjoin the illegal activity. The latter two remedies would not 
however, be available in all cases. eaies wouia not, 
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to enforce^SectionsU9-307 the 

p?SiisioisnIfA£mee8ao? thViFi0n RUl? " in accordance with the cnriu o-f Title 8 of the Financial Institutions Article 

nrn™»«/r 0rceinent •COUld be undertaken simultaneously With any proceedings instituted by MSSIC in pursuing its remedies. 

Very truly yours, 

VENABLE, BAETJER AND HOWARD 

V'Jm+A-Ct. J S ajtX^Ln <i*JL 
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May 3, 1985 

0 

The Honorable Harry R. Hughes 
Governor 
State House 
Annapolis, Maryland 21404 

Dear Governor Hughes: 

As you are already aware, this Office has received 
information suggesting the possibility of criminal conduct with 
respect to transactions engaged in by Old Court Savings and Loan, 
inc., its affiliated companies and associated individuals. Based 
on the information presently available, we believe a criminal 
investigation is warranted, and request your authorization to 
undertake such an investigation. 

As a result of an 
conducted by Glass and 
of irregularities in th 
Maryland Savings-Share 
February of 1985, voted 
against Old Court for v 
Regulations. On March 
letter charging Old Cou 
Rules. Old Court reque 
operating agreement, in 
and with MSSIC's consen 
April of 1985. 

audit of Old Court 
Associates, P.A. wh 
e finanacial affair 
Insurance Corporati 
to initiate cease- 

iolations of MSSIC 
22, 1985, MSSIC del 
rt with numerous vi 
sted that the parti 

lieu of the cease- 
t, such an agreemen 

Saving and Loan, Inc. 
ich disclosed a variety 
s of Old Court, the 
on ("MSSIC"), in 
and-desist proceedings 
s Rules and 
ivered to Old Court a 
olat i ons of its 
es enter into an 
and-desist proceedings, 
t was entered into in 

The purpose of the operating agreement was to 
compliance on the part of Old 
as with the provisions of the 

insure 
Court with MSSIC's Rules, as well 
Financial Institutions Article of 
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the Annotated Code of Maryland. The audit and findings of MSSIC 
which precipitated the operating agreement had disclosed, among 
other irregularities, a pattern of self-dealing in which 
1 nd i v j d u aLs_and_compaji i e^_r,eXa-t e d -lo-O I d -Court—h a d-o b t a ined  

unsecured loans without proper documentation or disinterested 
approval, uncollected overdrafts on accounts held by related 
parties, excessive fees paid to related parties, and the lack of 
an adequate internal accounting control system. We have received 
information which indicates that Old Court has violated the terms 
of the April agreement by making at least one large unsecured 
loan to a related party, which was specifically prohibited by the 
terms of the agreement. 

Based on the aforegoing, we believe a criminal investigation 
into these matters is necessary. Our investigation would 
include, but not be limited to, the possible commission of the 
crimes of theft, misappropriation by a fiduciary, perjury, 
forgery, falsification of public records, fraudulent 
misrepresentation by corporate officers, and violations of the 
State tax laws. 

c-j I hereby request, pursuant to the provisions of Article V, S3 of the Maryland Constitution, that the Office of the Attorney 
General, in conjunction with the Maryland State Police, be 
authorized to investigate the matters described herein and to 
prosecute any violations uncovered as a result of that 
investigation-. 
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MEMORANDUM 

TO: WDP & WBC 

FROM: GBM 

RE: NOW Accounts at Old Court 

DATE: October 25, 1985 

Table of Contents 

Page 

A. Financial Institutions Article   3 

B. COMAR    6 

C. Maryland Corporations Law    7 

D. Maryland Criminal Law - Article 27   9 

You have asked for an opinion as to what laws and 

regulations, if any, were violated as a result of the practice at 

Old Court Savings and Loan ("Old Court") of honoring overdrafts of 

NOW checking accounts held by directors and/or officers of Old 

Court, or honoring overdrafts on NOW accounts held by family 

members of, or companies controlled by, directors and/or officers 

of Old Court ("insider accounts"). You have also asked for my 

comments concerning an opinion letter dated February 22, 1985 

authored by Venable, Baetjer and Howard that was sent to MSSIC 

concerning this issue. The facts on which my opinion is based 

were gathered from conversations with you and your staff as well 

as my review of Venable's February 22, 1985 letter. The facts as 

I understand them are as follows. Several of the directors and/or 

I IIB 7 7 
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officers of Old Court had NOW checking accounts with the 

institution and controlled companies that had NOW accounts with 

the institution. In addition, family members of the directors 

and/or officers had such accounts.There were approximately 

thirty (30) such accounts. As of January 31, 1985, Old Court had 

honored overdrafts on these thirty (30) accounts in the amount of 

approximately six million dollars ($6,000,000.00) The indebtedness 

represented by these overdrafts was not secured and no interest 

was charged by the bank. Thus, the insiders were able to use 

millions of dollars of bank funds without paying any interest. 

The problem at Old Court concerning these overdrawn 

insider accounts came to the attention of MSSIC. In early 1985, 

MSSIC requested an opinion from Venable as to what laws were 

violated by this practice. Venable was counsel to MSSIC, but also 

represented Old Court and its president, Jeffrey Levitt, as well 

as a number of other insiders. Levitt personally controlled a 

number of the overdrawn accounts. There is some dispute as to 

whether MSSIC was ever apprised of this conflict. Venable's 

opinion letter makes no mention of it. 

Venable concluded without much analysis that the 

overdrafts of NOW accounts held by insiders violated Sections 

9-307 and 9-323(e) of the Financial Institutions Article of the 

1 NOW accounts are authorized by Md. F.I. Code Ann. §q-408 and 
COMAR 09 .05. 01 . 48. Old Court was required to file itfs rules 
with the Division of Savings & Loan Associations concerning the 
accounts, including specific information on overdraft 
privileges. COMAR 09.05.01.480(3). 
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Annotated Code of Maryland, Division Regulation 43(B)(3) and 

Section 3-214 of MSSIC's rules and regulations.^ The fact that no 

interest was charged was said to "probably" violate Division 

Regulation 43(A)(1), which provides that transactions between a 

savings and loan and its directors or officers must be conducted 

in good faith and must be honest, fair and reasonable. Venable 

surmised that an unsecured loan for which no interest was charged 

"probably is not reasonable." 

A. 
Financial Institutions Article 

I agree with Venable that §§9-307 and 9-323(e) of the 

Financial Institutions Article were violated by the overdrawn NOW 

accounts, although I believe more analysis is necessary to reach 

this conclusion than that done by Venable. Section 9-307 

prohibits loans to directors, their companies or immediate family 

members. The issue presented in resolving whether §9-307(a) was 

violated is whether an overdraft constitutes a loan. 

Unfortunately, Title 9 of the Financial Institutions Article does 

not define the term "loan," and case law can be found to support 

either answer to the issue. I would recommend that the statute be 

amended to prohibit extensions of credit to directors and/or 

officers so as to avoid any confusion.3 Notwithstanding this 

2 It was concluded that Division Regulation 43(B)(3) and §3-214 
of MSSIC's rules and regulations were violated because §§9-307 
and 9-323 of the Financial Institution Article were violated. 

^ It should be noted that by regulation the Board of Governors of 
the Federal Reserve System defined "extension of credit" as 
including overdrafts. 12 CFR 215.2. Members of the Federal 
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oversight, I believe the advances of money in the form of 

.permitting, overdrawn accounts would be rronsidprpd loans. fippf 

e.g./ FDIC v. Ciaffoni, 176 Pa. Super. 91, 107 A.2d 211 (1954); 

Brombrey v. Bank of America, 58 Cal. App. 2d 1, 135 P.2d 689 

(1943); State v. Cittrell, 14 Ariz. App. 203, 481 P.2d 889 (1971); 

State v. Bradford, 218 Wis. 68, 260 N.W. (1935). See also Fisher 

v. Parr, 92 Md. 245, 277 (1901). 

Venable concluded that only subsection (e) of §9-323 was 

violated. I also believe that subsection (e) was violated, but 

would think that subsection (d) was also violated. Section 923 

provides as follows: 

(a) 'Controlling person' defined. — 
In this section 'controlling person' 
means an individual or legal entity, 
acting directly or indirectly, 
individually or in concert with one or 
more other individuals or legal entities, 
or through one or more subsidiaries, who 
owns, controls, or holds with power to 
vote, or holds proxies to vote more than 
20 percent of the voting shares of the 
capital stock association, or controls in 
any manner the election of a majority of 
the directors of the capital stock 
associat ion. 

***** 

(d) Conflict of interest. — (1) a 
controlling person may engage in a 
business or transaction with a capital 
stock association only if; 

(i) A full disclosure of the 
business otr transaction and the nature of 
the controlling person's interest is made 
to the board of directors of the capital 

Reserve System are prohibited from extending credit to 
of f icers. 
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stock association; 

_   (ii) Any profits of the- 
controlling person are not at the expense 
of the capital stock association and do 
not prejudice its best interests. 

(2) This section does not apply to 
compensation paid to a controlling person 
for services. 

(e) Loan to controlling person. — A 
capital stock association may make a loan 
to any controlling person if; 

(1) The loan is approved in good 
faith by the recorded vote of the present 
and voting disinterested directors of the 
association; 

(2) The security is appraised by a 
disinterested appraiser; and 

(3) The loan is approved by the 
Division Director. (CA §6-216; 1980, ch. 
856 ) . 

Md. F.I. Code Ann. §9-323. Clearly, as concluded by Venable, 

subsection (e) was violated in that Levitt was a controlling 

person, the overdrafts were loans, and there was no compliance 

with the conditions contained in subsection (e). 

Subsection (d) was also violated. The honoring of 

overdrafts arauably constituted a transaction between Levitt, the 

controlling person, and Old Court. There is no indication that 

any disclosure of this transaction was made to the Board of 

Directors and subsequently approved by them. Finally, even if 

such disclosures were made, subsection (d) requires that the 

controlling person's profits not be at the expense of the savings 

and loan and not prejudice the savings and loan's best interests. 
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These overdraft loans were made interest free. Thus, Old Court's 

best interests were prejudiced in that it did not earn any 

interest on that portion of depositors' funds which went to honor 

Levitt's and others' overdrafts. 

The implication of these violations of Title 9 

represented by the overdrafts are monumental. Section 9-102(a) of 

Title 9 provides that "only a corporation that complies with 

[Title 9] may conduct the business of a savings and loan 

association or do business under any name or make any 

representation that implies it is a savings and loan association." 

Md. F.I. Code Ann. §9-102(a). By failing to comply with at least 

two of the provisions of Title 9, Old Court could have been found 

to have been improperly doing business as a savings and loan. As 

such, it, as well as the insiders who caused the violation, could 

be found to have been guilty of a misdemeanor subject to a fine of 

$1,000.00 for each offense. Venable did not alert MSSIC that 

violations of Title 9 were crimes. 

B. 
COMAR 

Title 8 of the Financial Institutions Article establishes a Board 

of Savings and Loan Association Commissioners. The Board is 

empowered to adopt rules and regulations to carry out those 

statutes that relate to savings and loan associations. Md. F.I. 

Code Ann. §8-207(b). Those regulations provide in relevant part 

as follows: 

.43 Transaction Involving Directors and 
Of f icers. 
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A. Directors and officers occupy a 
fiduciary relationship to their 
association, and a director or officer    
may not engage or participate, directly 
or indirectly, in any business or 
transaction conducted on behalf of or 
involving the association, which would 
result in a conflict of his own personal 
interests with those of the association 
in a manner which would be detrimental to 
the association. 

***** 

B. The following restrictions 
governing the conduct of directors and 
officers are imposed, but the 
restrictions are not to be construed as 
excusing these persons from the 
observance of the general fiduciary duty 
owed to the association: 

***** 

(3) An association may grant a 
loan to any of its officers, directors, 
or employees in accordance with the 
specific requirements of Financial 
Institutions Article, §9-307, Annotated 
Code of Maryland. 

COMAR 09.05.01.43. The honoring of the overdrafts violated 

subsection B(3) for the same reasons set forth above concerning 

§9-307. in addition, subsection A was violated in that the 

overdrawing of their accounts without interest put the insiders' 

interests in conflict with the interests of the institution in 

earning money on its depositors' funds. 

C. 
Md. Corporations Law 

Section 1-201 of the Financial Institutions Article 

provides that any financial institution supervised under the 



article is also governed by the Maryland General Corporation Law. 

Md. F.I. Code Ann. §1-201. Those loans represented by the 

overdrafts violated at least two of the provisions of the 

corporate code. Section 2-405.1 requires the following of a 

director; 

(a) In general. — A director shall 
perform his duties as a director, 
including his duties as a member of a 
committee of the board on which he 
serves: 

(1) In good faith; 

(2) In a manner he reasonably 
believes to be in the best interests of 
the corporation; and 

(3) With the care that an 
ordinarily prudent person in a like 
position would use under similar 
circumstances. 

Md. Corp. Code Ann. §2-405.1. Clearly, interest free loans to the 

tune of six million dollars ($6,000,000.00) to pursue private 

investments was not in the best interests of Old Court. 

Section 2-416 of the Corporations and Associations 

^f'ticle of the Maryland Code provides the rare circumstances under 

which a corporation may lend money to an officer or employee. The 

corporation may lend money when, in the judgment of the directors, 

the loan reasonaoly may be expected to benefit the corporation or 

when it is an advance against indemnification. In the instant 

case, there is no evidence of board approval of the overdraft. 

Secondly, even if the "loans" had been approved, it is 

inconceivable that the corporation benefited from them. The only 
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parties to benefit were the ones receiving the interest-free 

loans. ;  

D. 
Article 27 

The interest free loans represented by the overdrafts on 

the NOW accounts could amount to criminal violations on the part 

of the insiders. These crimes were not explored in the Venable 

letter to MSSIC. 

Section 342 of Article 27 provides in relevant part as 

follows: 

A person commits the offense of theft 
when he willfully or knowingly obtains 
control which is unauthorized or exerts 
control which is unauthorized over 
property of the owner, and: 

(1) Has the purpose of depriving the 
owner of the property; or 

(2) wilfully or knowingly uses, 
conceals, or abandons the property in 
such manner as to deprive the owner of 
the property; or 

(3) Uses, conceals, or abandons the 
property knowing the use, concealment, or 
abandonment probably will deprive the 
owner of the property. 

Md. Ann. Code Art. 27 §342. Here, the insider obtained control 

over Old Court funds by writing overdrafts. Presumably, the 

insiders knew that they did not have the funds to cover the drafts 

in their own accounts and either directed or knew that the drafts 

would be honored, so they "knowingly" obtained control over the 

funds. See Md. Ann. Code Art. 27 §340(e). Moreover, the issuance 
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of overdrafts which the insiders presumably knew or directed to be 

honored by Old Court was exerting control over Old Court property. 

See Ann, code Art. 27 <;34QMK The obtaining or exerting of 

control over the funds was unauthorized as the insiders were 

prohibited from using such funds. See §§A-C, supra.4 An issue 

arises as to whether there was a deprivation of the property 

assuming that overdrafts were treated as loans. "Deprived" as 

used in §342 is defined as follows: 

(c) 'Deprive' means to withhold 
property of another: 

(1) Permanently; or 

(2) For such a period as to 
appropriate a portion of its value; or 

(3) With the purpose to restore 
it only upon payment of reward or other 
compensation; or 

(4) To dispose of the property 
and use or deal with the property so as 
to make it unlikely that the owner will 
recover it. 

Md. Ann. Code Art. 27 ^40(c). if treated as a loan, the money 

was not withheld permanently. The money was withheld, however, 

for such a period that a portion of its value was appropriated in 

that Old Court could not earn interest on the funds. As the 

insiders were not paying interest. Old Court was deprived of a 

portion of the value of the money. Thus, a violation of §342 

could be made out. 

Under the tormer offense of larceny, the taking of property had 

(1970 )! t,:esPasso^ Farlow v. .state, 9 HdApp. 515 

C, i '} 
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Section 132 of Article 27 provides as follows: 

,.If any executor, administrator,    
guardian, committee, trustee, receiver or 
any fiduciary shall fraudulently and 
willfully appropriate to any use and 
purpose not in the due and lawful 
execution of his trust, any money or any 
other thing of value which may come into 
his hands as such executor, 
administrator, guardian, committee, 
trustee, receiver, or in any other 
fiduciary capacity, or secrete it with a 
fraudulent intent to appropriate it to 
such use or purpose, he shall be deemed 
guilty of embezzlement, and shall be 
punished upon conviction by imprisonment 
in the penitentiary for not less than one 
year nor more than five years. 

Md. Ann. Code Art« 27 §132. As explained above, a 

director or officer of a corporation stands in a fiduciary 

relationship to the corporation and is forbidden "to use the 

powers entrusted to him to promote his personal interest at the 

expense of the corporation." Stathes v. State, 29 Md. App. 747, 

482 (1975), cert, denied, 277 Md. 741 (1976). Thus, it is 

unlawful for a fiduciary to misuse the association's funds for 

personal gain. 

Section 132 was enacted to "extend the proscription of 

the embezzlement law to those who breach a fiduciary trust." 

Andresen v. State, 24 Md. App. 128, 149 (1975). Where money is 

entrusted to a fiduciary for one purpose, but it is fraudulently 

and willfully put to some other purpose, the crime is complete. 

I_d. at 150. Thus, §132 merely requires misuse of money, rather 

than withholding property of another permanently, as in §342. 
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Therefore, the willful overdraft of a checking account by a 

director or officer constitutes misappropriation of the savings 

and loan association's money under §132. 

As noted above, Venable did not alert MSSIC of these 

criminal violations. 

• G. B. M. 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

REGULAR MEETING OF DIRECTORS 

WEDNESDAY. FEBRUARY 27, 1985 . 

•#-.v 

■y.i:' <■ p 
.! '-'f , ;-S 

. •!' •*' i 
• . - * ra- -i iv 
. ; ■ . • ',()•-! i.1" 

• . • • • . 
V-V i|: y.\ 

■ ' V i .;; 
The regular monthly meeting of the Board of Directors of Maryland j i- 

1 * ■ i 
'•{I'il,; ' Savings-Share Insurance Corporation was held at the offices of the Corporation,. ' j j 
• v.: J , !.«• I " *1 

"itf. •• :i 
' •!»'. 'I; . 

11^ East Lexington Street, Baltimore, Maryland on February 27, 1985. 
V" ' 

j.i v ' The following Directors were present; 
• ' !l 

i 
lu!.. «* (.'• .t 

■'l/iJV.- 

t:r •••.. 
^ . * 

1 *!• * • i. 
.!;t 

.11'.' 

''•I i^i'T; 

im 

v: 

George W. H. Pierson, Chairman 

Frances F. Anderson 

Leonard Bass : r 

Joseph P. Carroll 
i. 

Michael 3. Dietz 

Jerome F. Dolivka 

John C. Donohue, Sr. 

Henry R. Elsnic 

John D. Faulkner, Jr. 

James D. Laudeman, Jr. 

Terry L. Neifeld 

■fl" ' 1 

vil 'l i 
! ♦; ' s 

■ ty.'! i 

1'^:]■ 
• . n ■•{ ! < 
»V ; . r * 

■ •«? "I 

. -< : 1 
• Iif f 

Others Present: Charles C. Hogg, II, President; Paul Y. Trice, Jr., Senior • 
j*' 

• iMl-Vice President; Patrick M. McCracken. Assistant Secretary; Martin W. Becker, j.Sl< h'.'ii 
: ! j tf: ^:' 

•' v-lvI• Senior Financial Analyst; Dean Digiondomenico, Financial Analyst; Lesley A. j 

■j -V'ii • ilf vf! \'\ 
Wernsdorfer, secretary; Terry F. Hall, Venable, Baetjer and Howard; Craig T. ; ;] 

• i 'I r 
4 f. 

pj ) i Garrison, Union Trust Company of Maryland; Charles H. Brown,Jr.,Director and ■, .-j 

.>;•      ..... .. : m: 
. William 5. LeCompte, Deputy Director of Savings and Loan Associations i '7i- '• 

i • 

i: i 

Mr. Pierson called tlie meeting to order at 9:22 a 

■ |j quorum was present. 
1 'j 

INVESTMENT REPORTS 

.m. and noted that ai|;' I"1' 

. 'i 

*/1 ' •»' ; •. 
7 

1 ■ ■ ■. iipfe: 
'WlpH' .•': ■ Mf-'f 

Mr. Garrison reviewed the investment reports and the general economic^ 

:'i<> narrative. Following a brief discussion Mr. Garrison left the meeting. (Copies of 
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• Mvi? <■1 * ( , ■••.u 

the Investment reports and the narrative are attached to the permanent file copy 
•M! • K i ' m 

i 

It. [' I 
.ji^i i 

; of these minutes.) 
• • ft' ■ 

. COMMENTS BY THE CHAIRMAN . i". r » 
*• 4 ^ ! . ; p * . • • r ;• l# > 

* : ^r* ^erson noted that most of his comments concerned Items on the ; ! j 

j . ■•■•j agenda io he would wait until each Item Is being discussed. However, he noted -it V J 

• j- ;
! .tJwt he did wish to make a Jew comments how. :' f i ! 

•t ^ I ' J • * * .t ' < 
'j ' Second National Building and Loan Association has advised Mr. Hogg ;« j. ! 

J'M ; that'lts Board 01 Directors have approved a recommendation for application for i 1 
•, ' V -M: iV.:: ."} i 

. fTr-fi.j • . • •• V" ! 
' ^ I , 
1 *"< j iiip'5 2. At the Dcecutive Committee meeting, Mr. Pierson requested that Mr. Ivj -I I 

j.' ''ivlPUn"- " . ' .• .-.•J 'j ;; 
•. ^ ' Ho^ direct a member of the Staff to do a report comparing MSSIC and FSLIC. > ] ; 

i ' • ' 

•: j; i •' • ' READING OF MINUTES OF THE BOARD MEETING OF JANUARY 23, 1985 '■ 

f I 4:!^%: • Mr* NeifeJd as,<e<, that the Minutes of January 23, 1985 be changed so they %,'• 
\ • e, : 

V. reflect that he and Mr. Carroll voted not to defer the approval of the merger , lp;,, j 

• ' ;]•'!■ : between Chevy Chase and Government Services. Mr. Dietz moved to approve the ■ '.} . ' 
* ? * "i I 

minutes subject to this revision. Mr. Faulkner seconded, and the motion passed V: 
: : i t.:i Jv}. -. . • ' " ' . 
= J:; unanimously. .• ijjNj.l 

*>• f 

j h: ■ TREASURER'S REPORT ■ ' ; 

;• !•" Mrs• Anderson reported that income had increased . by $500,000 from 

3mm* *'• 'm t0 31, 1983. Mr. Hogg noted that louche Ross 

linishcd its audit ot MSSIC- Mr_ p.erson noted that Mr_ ^ ^ Audit and:'||f jj .j' , 

■'! i';. | ii . | 
Budget Committee should be prepared to meet to review the audit when TbucheJjlMj'| 

§i • R0SS SUbmits it- Mr- Faulkner moved to approve the Treasurer's Report. Mr. Bass = .'i 

, seconded, and the motion passed unanimously ' • Ify ■«' . !. • 
: '.it..; ; • •< Pl[ , f I ■ '• 

EXECUTIVE COMMITTEE RFPORT : 

" ■!!'!'v ' - 
Mr- Pierson noted that most of the items discussed at the Executive 

:*-onlm'ttee meeting would be brought up later, but there were a few Items to be fe&M 

sifi ■ : 
■ :i : ;.«4V. i . ^ : r -V.^J 
  lilii.   ziz '    • :: 



•• <i 

" noted; 
i ,•! ; 

slMi-Jj 
: "cfn;. I 

.iiv-w' < - . • , < ' '•t.i ;• 
.1? .1 •• /If .1 

VH/f* 

1. 

2 ' 

3. 

«. 

5. 

6. 

A report of Messrs. Pierson and Hogg's meeting with B. Francis Saul. • : r . 
51 . • * * • V ' ^ 

A discussion of House Bill 1609 . . ^ y f: !. {• • • •• •' N . ' 
* 1.3 r I ••'i v 1 ••1 

im- 
A review of the preparation and format for the Annual Meeting. 

A review of the actions of the Membership Committee. '• -Vi! vJ«iJ 
' • • . '.iV i • 

A discussion of changes at Kinsley Savings Association. 

< < .• { r. • • 1 (V'J 
■.H i-, .-y■ 

■t:M 
■ j {*i' * 
HfrJ • 

- ! I 

. .'W j I .* 
t i'li -f 

• . 
A discussion of Riggs Matlonal Bank's decision to withdraw from ! ^ i • 

MSSlCs line of credit. ' -If?... ! 

♦ ,•'?!");{ i' •' ■ ■ ' ; . ■ • it; 

! J • * discussion of the reaction of Lippman, Frizeli, and Mitchell on -J' 

Heron Harbour. 
• * ^ # • r #, j 

A discussion on counsel's opinion concerning the insurance of letters ' '•+i it - ; 
: < •< I ' ■ 

of credit 

Corporation 

A discussion of the article in the Sun concerning MSSIC. 

S. 

I * 
r 

: . i i tf/ ; • 

a.; 

- ■ I' JY'-j... • 

,a-iUi i • ; . ft ** f 
;• ■ . 

••••■ • 51-i^ . 

•       i » < , %:•» |M r • i.| • 

9. 

10 

Vf . ^ 
t, Mr, T. Hall's opinion is that they are not insured by the ' • * i 

i «■' 
tion. Mil j ; 

.'it '«j i 
x l. . -! I 

A discussion of Second National's request for a waiver for compliance j 

* ' . < 'i *•»« •*' 
with the liquidity rule. . 

■ ; «i: :-.vr ' 
•: . 

: •fJllSi •m 1 

• J. •h 
h-r4!} i' I* rfe;:'Mr- FaUlkner moved 10 ac«P' «ht Executive Committee Report. Mr. Neifeld 'Stf T " 

•; I'vl 'ji: j ' " ' j 

"If l'lv t
s®con^ec'» an^ the motion passed unanimously. , 'tf ij- j - I 

MEMBERSHIP COMMITTEE RFPORT j ? 
j :   ' : j.!. 

! ;• . ' Mr« Elsnic reported that the Mpmh^rchm r- j: j l.vMViijj'V'j 
' llM- if | , t Tl 

#ip 1 

■ j'«"j ' ! 
• ■ i.j f,;. ■ 

i ';; . * 
>; ^ . 

I'/tYf* 

''J-:1!?;.' 

m- 

2. 

■'.'.r : • Allowing at its meetings on 3anuary 30, 1985 and February 13, 1985- , ^ 

^ In,.... * • 1® Division Examination of and Comments on Oid Court Savings and 

Loan, Inc. and the Association's Responses. i . 

Mr. Faulkner's suggestion that Section 3-222 (Cease-and-Desist) be 

reviewed by the By-Law and Rules and Regulations Review 

Committee for revision as to more timely effectiveness 

SI 7 ' 

•■riim 

it1 ^ .1. 
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3. Mr. Brooks1 motion that the minutes state exactly who and by what » *i.l 
ijH! , -i 

date assignments should be completed. ... . • iji i 'i ■ ; 1 
' • • :!"'•;!! 1 I 

/ ' . ■■ I -i' :ij ; 
A motion to issue a formal Cease-and-Desist concerning activities ' "V ■ 1 

, . - •; * j 

under Rule 3-217 to First Maryland Savings and Loan, Inc. V i i 

5. Rule violations oi the following member associations: 

a. First Maryland 

f !'•>'■ 
: ••■•i.w i 

• ' !; ■ 
• i ; • • Ni-tyy-s 

* ' i* • . ! 1 f • ? • * 
* . ' ' ' ^ \ !•%J < • •? 

• 11 '4 . -y ■ * 

b. Kent 

c. Kinsley 

d. Universal 

e. Municipal ;• 

f. Southern Permanent 

g. Liberty 

h. Bay State 

' : V 1. ! 
' 

■Ar : .• 
\ ' pA 

k .*••• *} 4 . t 

Vv}:; 
•f'!• i 

■' ni' ^ :\- 
• ^r v" :: 

» V . . ;; 
• ■ -.1 :-.l 'I 
V'l .: • I 
hV. ! ! . 

\rr -I II 
• I-' 

# 
-m 

: "U 

•:i '.'4' | • 
•• • ' Mr• Neifeld moved to accept the Membership Committee Report. Mr. Faulkner- i' • ! 

: ; seconded, and the motion passed unanimously. 

: \ " - tiT 'V- - • ■ 
OLD BUSINESS 

i    4 'i • * •!•: n - 

•» 
•S!;. : ■ i " i ! .^4 '• ' 

. r 1 
•; ;* J * ' I • ' 

! Mr* Hogs noted that he received seven requests lor a hearing concerning 1 J I 

■ •'*'j ■ * ' ? • 
i '' * ' j ' | ^ ** * 

j ■ "'-ylKj'i the profKDsed accounting 
■ •' ; jf.i; JV j 

Me. Pier son note' 

regulation. 

I « J ' 

Pfrirri 
Pierson noted that he, Mr. Hogg, and Mr. Becker met with Mr. Saul, j^te}' l.-T 

J •< 
■/h.r Mr* :Jackman» and Mr. Halpin of Chevy Chase. Mr. Hogg noted that the Chevy' 

i >. 

• i:.:: 
• .i. . 

"'j;!-V Chase resPonses to the 38 issues have been forwarded to louche Ross and Trident 'iM:/!' : 

" . ' • . :l{ 
Financial Corporation, and the Chevy Chase Subcommittee. ' vfJl : [' ^ ^ 

Mr. HaJl noted that a new copy of the Liquidity changes had been .iI? ' !■ :■ • 

; j! "' | .. i ' '• 
V,V.-•• j distributed and that there were no substantive changes except in 3(b) where the'.-'^tejl.j^ 

, i 

word noi had been omitted. Mr. Dietz moved to approve the proposal as'Mj •'' ' 

" ■ • 'JIj: v'':i Y* 
iv.-'j' ;l amended. Mr. Faulkner seconded, and Mr. Neifeid noted that he wished to make 

• t .* x, i ii ■ • ; it ' UMi'1' i' 1,. '' 

i/'j I-..!1 • -U- 



^ ; some comments. He noted that the $3 million cut-off level was no longer '' j 

v • rN. Slgnificant and that some thought should be given to changing that to something ' • 

. closer to a $<(0 million^level. After further discussion, the motion passed by j j; 

maiorlty vote with Messrs. Elsnic and Neifeld opposing. 

i ^ meeting was then directed - toward a discussion of habitual rule'1^1 Jjj 

! • ' 'j$'t Vl0]at0rS- Mr- Ne"e]d noted ^at he would like associations that have been in\S^ j: 

• ' ;^ Vi0lati0n t0 te included rule violators report even if its S/L 200A has not been J 

I !Ubm"ted lor ,he n,onth- Mrs-Andtrson asked Mr. Trice about Atlas'high rate > 
• ■ r.-. . delinquency. Mr. Trice noted that Miss Franetovich would be reviewing the f ^ ' 1 

' ■ situation. • • ' ' ?• i J, iti 
* . • • 

Mr* H08g then Proceded to a discussion of Kinsley Savings Association. He I [ j 

i 

0 v.'" I 

'' '? that C0UnSel ^ <he ^SOClati°n had advlsed MSS1C <>'in the stock :lk . , 

Hi;- ! Ifef I' ?Ul>!CrIpti0nS- He lur,her noled «»t the Staff requests that the Board remand this ^ M 

;? Z* |l|f|aPP,iCaUOn '0 'he MembershiP Committee for review. Mr. Brown noted that the |.l' , 

■ DiViSi0n had Siven Pr««™nary approval, but because of the changes, he would 

; ; : " 'Urther Mr. C^U moved to remand the application to the — 

■ Membersh'PCornm,'tee- Mr-8335 seconded, and the motion passed unanimously. f''v 

• ■ •.'|g|r: Mr. Hogg read a resolution concerning the pension plan. Mr. Dietz moved | K '.| 

:•! :||^ to pass the resolution. Mr. Faulkner seconded, and the motion passed unanimously |Vi 

: : C°Pr 0t thiS resolution is a,,ached '0 «« permanent file copy of these minutes). tj-J 
, 1 i ' new business V- 

• Mr- Hogg gave brief legislative update. • !• 

; M Mr* TriCe introduced revised language for MSS1C 3-217 and noted that 
■ ;there are still some associations concerned about the wording cl Rule 3-217 and||i;|f'I 

'$?£ * hearine W0Uld Pr0bably be re('ues,ed- Mr!- Anderson moved to amend 
Rule thereby adopting the revised language on an emergency basis. Mr. 

JPU SeCCnded' and the mot'on l»««l unanimously, (a copy of this revision is attached jifefi 1;^ 

SI', ' l-'-if 

• -5- ! i r. 



. to the permanent fiJe copy of these minutes). Mr. Laudeman requested that the : 

• • Rule and the procedure for emergency adoption be reviewed very carefully. 

' • "I 
Mr. Elsnic noted that the Membership Committee recommends that the '' 

• • . . Board Issue a formal Cease-and-Desist to Old Court. Following discussion and . 

•: >j: deliberation, and in accordance with counsel's suggestion, Mr. Carroll moved the '' 

following: 
• . * * ' " 

"RESOLVED, that Old Court be subjected to a Cease-and-Desist Order 

: t under Section 3.222(A) oi the Corporation's Rules and Regulations, as loliowss 

• 1 Wilhin 3° days loilowing.receipt by Old Court of notice ol the Board's . 

: . determination to issue a Cease-and-Desist Order, Old Court must enter into an . , $ 

.■0 : operating agreement with MSSIC which provides lor compliance with the 

re<lu,rements «' all of MSSICs Rules and Regulations and lor cessation ol all ' 

UnSa'e and P^ctices, which shall be satisfactory to the Stall ol the ^ 

Corporation, it is specllically required that such agreement will contain , V 

'• Pr0ViSi0n in Which 0ld Court recognizes .and agrees that a violation ol the U; 

Vr1§||(7 aereement 15 ,0 owe insolvency or substantial dissipation ol assets or,;^ ■ 

4i retained earnin8S 0f 01d C0""' ^ - iikely to otherwise seriously prejudice the : 

! interest of MSSIC. j' 

'■ ■ • " such an agreement is not entered into within such 30 day period, Ifti'.l I 

. Old Court must attend a hearing at the offices of MSSIC for the purpose of • T' ' 

'?■- determining whether Old Court is still in violation ol MSSICs Rules and ^ 

.j:! Regulations or is still engaging in unsafe and unsound practices. • 'vJ ': \ 

3. if, at such hearing, it is determined by at least 75% of the Board that 1 / j ' 

01d C0Urt iS 5liJ1 in Vi0jati0n 01 Male's Rules and Regulations or is still engaging jJ-j. j 
: ^ in unsale and unsound practices, Old Court will be required to cease violating such^fjn .• 

! RUleS and Reg<jUt'on5 and cease engaging In such unsale and unsound practices. J j ^ ( :j ; . 
. 1. Such order will become ellective at the expiration ol 30 days alter i 

i :. K y i > / i ><■. .. r . 

 Ml. !' 



I . 
• f I f 

f v» 

the order is served on Old Court (unless Old Court does not attend the hearing, in ■ 

which case the order will become effective immediately). 

5. The Staff is directed notify Old Court of the foregoing action taken 

by the Board. ' , i 
* * ' . ' * • 

Mr. Bass seconded, and the motion passed by majority vote with Mr. Faulkner 

Abstaining. 

Mr. Elsnic noted that the Membership Committee recommended that the 

Board issue a formal Cease-and-Desist Order .to Merritt Commercial Savings and 

Loan, Inc. Mr. Pierson noted that due to previous, commitments regarding a . ... 

timetable for Merritt Commercial's compliance, this recommendation should be* ; 

<,e*erred' Mr. Elsnic agreed with this position. " • : ? 

v ' ^r-* H088 noted that Second National has a liquidity problem resulting from 

mvii'   ... 

•' . . • « • ! • . 

. f1?.. » . 

•]« 
■■a 

% % . 

i; •41 
'.A >• I 

recent cxPerienc« with excessive withdrawals. The Association requests that 
: V;:* • • • • 

ji r," . > ^ granted a waiver of the loan restriction aspect of the liquidity rule. Mr. j 

Laudeman moved to approve the waiver. Mr. Elsnic seconded, and the motion ; \ 

passed unanimously. • ' ; 

REPORT OF THE PRESIDENT :t- 

Merritt' Digiondomenico reported that the Association's budget for the i •• 
• •# 

Merritt Tower is $39 million, and that to date, it has spent $1^.million. He noted vfl. 

•i' 1 ' . ' ; • ; j' 
£-:|that by November, they would probably begin to exceed the budget If the J|f;. 

'•* ' I J ' ** ij | 
.! ^scheduled completion and leasing requirements are not met. • 

ijV.. . /../I 

j'};;' Liberty. Mr. Hogg noted that the Association has executed its insurance ! 

. 1, i- agreement and has also funded the previously agreed upon subordinated debenture. 

First Maryland. Mr. Hogg noted that the Association had submitted its ! 

business plan, and that a brief, preliminiary review shows that it may be 

.: • acceptable. . i [,i 

«:r 
:'!•: 

j* 

i • 
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ADDITIONAL MATTERS 

Mr. Hogg noted that House Bill 1609 called lor MSS1C to change its seal, to i 

state clearly in its advertising, as well as that of iU members, that It is not a 

State Agency. Mr. Pierson noted that it is very important that this bill not come 

to a hearing. 

^ a ^nal note, Mr. Hogg noted that the By-Law Review Committee would 

... be considering changes in the Cease-and-Desist Rule • and a rule concerning 

v,:v. J . MSSICs authority to regulate approval of branch offices." 

There being no further business, the meeting was adjourned at 1:25 p.m.- 

v'vt: 
..■V'.i *. " • 

• ;.r • 

S'V,-. 

. 'i 

t 

!■•; i-. j !• . < | > ' 
■ J.'ifJt-i V ! ■ 
• : k I 
' ri'-. • • < « 

. i rtfj: •r,.?4' 
•'r'Pvi.:' * 

z^/n H. H Yracianl^J;.: 
Respectfully Submitted, / <| -Jj id'. 

>1.; • 
i' d Ci.'r ■ 

: Patrick M. McCracken 
,. Assistant Secretary 
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CLASS ASSOCIATES, PA 
CERTIFIED PUBLIC ACCOUNTANT*; ^ _ 14 BANKl. TOUSTBUILDING 
 -DL'^ ^^UNIANTS TWO HOPKINS PLAZA * BALTIMORE, MARYLAND 21201 « 30|.237.^nn 

The Board of Directors 
Old Court Savings and Loan, Inc. 
Baltimore, Maryland 21202 

sWuL.hd°arierftrhi"e^r^/raTi,al s.t"temCTts of °M Court Savings and Uan, Inc. and 

ZSS?3 %SSt 
nature ^ r?0^ of °ur '"d evaluation was to detarmtae jhe 

nr.:'* Iw extent of the other auditing procedures necessary for exoressinp- 

fimited 0thflnn M01Ifany,S financial statements. Our study and evaluation was morf 
accounting controVta^n^Twhole0 eXPreSS 0Plni0n 0n the SyStefn of internaI 

SepS!E?y,ent ? 01d COUrt and ^ Inc- and subsidiaries is responsible 
thlt ma«ntaining a system of internal accounting control In fumilin(r 

excecte^Tb^npf>y' and judgments ^ management are required to assess thf 
fn n ltS ^ related C0StS of contro1 Procedures. The objectives of f system 

are^fe^aVrdedflA3TentfW,th reas°nable' but not absolute, assurance that Lets 
are eveJCtPH • i 53 ""a"1^01,126^ use or disposition, and that transactions 
permit fhe DrenprpM0 ^^- W1 . management's authorization and recorded properly to 
accounting SUtementS h aCCOrdanCC ",th 2*4™ 

frr^?6 °f inherent imitations in any system of internal accounting control errors or irregularities may nevertheless occur and not be detected AlJ? nrnilZtLn 

!SSSarSSs?a'«■-*s3S3S£S 

?eU«iaUr1w dtecCZ""V"6 lim.ite<1 purpose deSCTibed abOTe ""uld not 
^nrffc dls.cl.ose 811 material weaknesses in the system. Accordinfrlv we do not 

»£ as'" ZT" Ou" T, ^ """S' accoun^'n& control of the Corporation 
£ - mo! ■ , ? tudy and evaluation disclosed no condition that we believed to be a material weakness; however, the items, as set forth in the foUowiw Zles 

present weaknesses which we feel warrant management's attention. 

L^o^Wrposl?"^ 50,617 f0r the ^ 0f mana^ement and shou.d not be used for 

^ASS A: ASSOCIATES, P. A. " 828 

February 9, 1985 IIIB80 



  —^ 

P 

ORGANIZATIONAL STKOCTUKE 
Over the past fiscal year, the CorporatiiSn-has experienced tremendous growth both in 
the lending and savings area and in the activity of its subsidiaries. This increase in 
size has been accompanied by a diversification in operations. As a result of our audit, 
we feel that the management structure as it presently exists is not adequate to 
effectively operate and control the operation. Many of the comments in the 
accompanying pages of this report can be related to the effect that this deficiencv in 
management structure had on the operations during the past year. 

We believe that the organizational structure .at the management level should be broken 
down as follows: 

. CHIEF OPERATING OFFICER - Reports directly to the President and is responsible 
for all corporate activity and all levels of management except the internal audit 
department. 

CHIEF FINANCIAL OFFICER - Reports directly to the Chief Operating Officer and is 
m charge of all accounting functions (including those of the subsidiaries) and all 
investment activity for the savings and loan operations. Responsible for all reporting- 
requirements such as the SL-200 and operational reports to the Board of Directors! 
The Controller reports directly to the Chief Financial Officer. 

LOAN UNDERWRITING OFFICER - Responsible for loan origination including acquisition 
of necessary loan documentation. Prepares the information necessary for the loan 
committee and/or Board of Directors to evaluate a loan. Reports directly to the Chief ' 
Operating Officer. 

LOAN SERVICING OFFICER - Responsible for all loan activity subsequent to loan 
origination, including delinquencies, construction loan activitv, and maintenanco of 
escrow accounts. Reports directly to the Chief Operating Officer. 

SAVINGS OFFICER - Responsible for all branch operations. Reports directly to the 
Chief Operating Officer. 

OFFICER IN CHARGE OF SUBSIDIARIES - Responsible for investing in joint ventures 
and subsidiaries, tracking operations of existing joint ventures and subsidiaries, and 
looking after the Corporation's interest in entities in which the Corporation does not 
have direct control. Reports directly to the Chief Operating Officer. 

CHIEF INTERNAL AUDITOR - Responsible for the internal audit department which 
performs independently of any other department and reports directly to an audit 
committee. The audit committee is made up of several members of the Board of 
Directors and acts as an intermediary between this department and the full Board of 
Directors. We are aware that an individual has been hired to fill the position of an 
internal auditor. We feel that this is a positive step towards greater internal control 
and readily offer our assistance in formulating an effective internal audit program. 



CASH ACCOUNTS 

r <?e?,!|,.the amount of 576.000 written July 20, 1984 for the disbursal of construction unds held in trust and to be paid to the Corporation as trustee, remained outstandino- 
as of the completion of our fieldwork. We feel that because of the nature of the 

is ursement, the check should have cleared the bank under normal circumstances, 
txaminat'on of the monthly bank reconciliations by supervisory accounting personnel 
should be performed to identify and investigate this type of unusual situation. 

Our audit of the downtown main chccking account revealed a high frequency of returned 

JSS orif"wrt'ng ^om May 1984 through July 1984, being carried as reconciling Subsequent to July 31, 1984, these items were charged back to customer 
accounts. Again, we feel a more current resolution of these items is required in order 
to avoid a financial loss to the Corporation. 

In auditing the July 31, 1984 dividend checking account, we noted in several instances 
the amount on the dividend check generated, by the computer service center differed 

iam0!J"« Per, the comPuter generated check register. The payee and account number also differed. The check register represents the source for recording the 
dividends m the general ledger. Further investigation throughout the year revealed 
that this was an isolated case. It was found that the actual checks were correct and 
the register was in error, therefore, an audit adjustment was made to correct the 
variance. Prompt reconciliations of the bank accounts will disclose similar problems. 
Ihe potential for computer error is very real, as evidenced by this particular situation, 
further review throughout the year did not reveal any other similar occurance. 

MORTGAGE LOANS 
Our examination of the reconciliation between the subsidiary mortgage computer 

frYga? balance and the general ledger revealed the following problems at July 

1. Twelve separate loan payoffs or pay downs were received and recorded in 
the general ledger from May 1984 through July 1984. The transactions 
were not entered into the computer system. 

2. A $300,000 loan made in October 1983 was not entered into the computer 
system until September 1984. 

3' Awritt.en in APril 1984 for a loan in the amount of $78,300 was voided and re-issued. The appropriate general ledger accounts were never 
adjusted to reflect the voided check. 

4'£nnhnGnCn Written and VOided in May 1984 for a loan in the amount of 3>4UU,UUU was not removed from the computer system. 

5. A journal entry affecting the mortgage loan general ledger account was 
recorded backwards and remained uncorrected. 

Though many of the above errors were ultimately corrected by the Corporation as of 
e date of our fieldwork, these reconciling items indicate a weakness in the recording 

procedures for mortgage transactions and a lack of a timely reconciliation bptween the 
computer subsidiary system and the general ledger. All reconciling items of the type 
mentioned above should be resolved on a monthly basis and should not be carried 
forward for additional months. 

830 

-2- 

4 870 



MORTGAGE LOAN FH.H.S 

yedr ending Vev^a^ed^numerous^'in't fr0m lonns .origin«ted during the fiscal 
two files with no recorded mortL^nr r t''0? m'S',ng do™™eni*. We found 
or certification, five files without pn h 0f ' mne fs n0 insurance 
settlement sheet, nine files without a credft^P 6 appra'saI' five. files w'th no signed 
without a loan application nine files withn and/or f'nanCial statement, six files 
without a truth in lending statement six rnnit ev'f

denc.c of hazard insurance, one file 
loan agreement, and eight construction Inpn r >on ^les wi^out a construction 
the project. We informed thp nnn n • 5 wl(hout P^ans and specifications on 
continuing their effort to locate'and'Xa^ and they are 

L" Dhe [Tre{makG a concerted - missing documents should be segregated from comnllftPH 811 l0an files with 

for completion of documentation. ' S an shoiJ,<j be monitored 

CONSTRUCTION LOANS 

The loans-in-proccss area: 
loans-in-process oards bu, no.In Z genera7lad^r°r,l0d ^ the SUbSidiary 

'SW sw^MBSsawr"' - 

3. The Corporation had not received $3,312,643 as of Julv n iqoj r 

™£TtL'ZT,botk
h%in es^0"for ni"e 

on these^loans subsequent ^ ^ b"" 

4- f
Tune

ds
C.oPb0eranS 'f5, 0

B
0nS,rUC,i0" 

ZSUSS, loan rS Z 

'Mrsr^.zisaswsss a.— 

and receipt of PconstrucUonCfund"tl0Fundsco"trols over the disbursing 
settlements on a timely basfa and the auh^T, reCJ!,Ved CrCm loan 
transaction when the funds are received rorr/ re.Cords shouId Properly reflect the 
accounting and construction loan departments to TnTuTeThaMh^.n60^'T7 between the 

prior to the funds beine deoosited in fh^ K l .e that the sPeciflc ^^n is identified 
AdditionaUy, under no 0!^^ sh^d ' h the genGr'11 led^r- 
the creation of the loans-in-orocess UhS ? I approved and disbursed prior to 
funds to be held in es^ Lr^tan^tUe"^^ 0f the 

ive'm unndereSbiliin|sme ^eLTtmiZs'' "" lM',S' We r°u"d ™,mcrous 

more susceptible to error. We feel it is Pvtr^ l?er.formed manually and, as such, are 
be performed monthly verifvinc thp inf mc \ important that a supervisory review 

ver,ry,ne the 'nterest calculations prior to the monthly billings. 

S3] 



LOAN PARTICIPATIONS SO I, D 

LPCnrnlPatf0n •" ^ 8016 Yorkridge Calvert Savings and Loan wes paid off by 
on tSrSnVraTledS? in"' ^ ^ transaction was incorrectly recorded 
Julv 31 1004 a ' l™mS ^ outstandmg balance in the general ledger account at 
rpiLii th- monthly review of the general ledger loan accounts would have — revealed_this error and resulted-in its correction on a timely basis.- ~ - • - 

UNSECURED LOANf! 
At July 31, 1984, loans receivable which were not secured by mortea^es on real estate 

wereVde1?nauentnth,t?ta!fd $12'837'873- 0f thesei there were $2,841^564 in loans that were delinquent thirty days or more. We feel that the Corporation should exercisp 

inched oT^hrese'tlonfns.nd COlleCtion pracUccs in orde'' t0 '"at no losses will be 

SAVINGS ACCOUNT LOANS 

f9t8e3re^0?q?5VingS aC?)U?t l0an #810648 ffnd l0an #800512 has becn delinquent since 
recorded in the'^r^6! * ^ the intereSt is continually being accued and 
uncollateraHzid ger' investigation showed that both loans were 

ACCRUED INTEREST RECEIVABLE 

recei1
vable on construction and land acquisition and development loans 

svstem manually rather than utilizing the amount generated by the computer 
r ? ^ • ? ? computer system's inability to properly track floating 

accrued intpppt? Var,atlonV'; ^ loans-in-process accounts. We found, however, that 
erroneous rponr^ Wa%0tVher a the general ledger by $38'465 fls a re;iuU of the 

the manually"toflatj figure.'"'^ genera,ed 0m0Unt 0n SeVeral loans in addi,ion to 

SAVINGS ACCOUNTS 

Jhp lmn,20/ 4' ! $?0,00(l vvithdrawal was made at the Reisterstown branch; however, 
recoXuntirsloTLh ^ 1 S6 customer,s account in the computer subsidiary September 25, 1984. During the interim, interest was credited by the 

tXr's Lnv36^!0" t withdrawn amount. Further examination revealed that the t Hers deity settlement sheet did not prove out and was not picked up by branch and" 

£eTi^^nronf30"",61 at ^ time- ^ rePresents example of non-compliance in 
end rtlolviZ Sy r demonstrates the danger of not reconciling savings accounts and resolving reconciling differences on a timely basis. 

NOW ACCOUNTS 
Our examination of NOW accounts revealed the following weaknesses: 

1. We noted a frequent number of instances in our random examination in which 
customer checks written with nonsufficient funds were honored by the Corporation 
and the overdraft balances were carried for an extended period of time (in some 
instances, over a month). 

2. We noted numerous cases when service charges were not levied for bounced 
checks and overdrawn accounts. 

3. An employee in the NOW account department was found to have had an 

account m a constant overdraft position. Further investigation revealed that 
this individual was destroying the overdraft notices generated by the servicing 
an . t should be noted that upon being informed of this situation, the 

Corporation immediately fired the individual. 



NOW ACCQQNTS (CONTINUED) 

r..The CorPoratiori to write-off $267,577 in uncollected funds on overdraft 
NOW accounts originating over the past several years. 

We believe a returned check should only be honored in special circumstances and with 
the approval of supervisory personnel. In addition, a service fee should be charcrod on 

- every re urned check unless waived by supervisory personnel. These supervisory 

department0"5 Uld be clearly documented and maintained by the NOW account 

We strongly suggest that a formal daily review procedure be implemented by the NOW 

!?.,ndividual other than a NOW account clerk should reccive the returned check listing directly from the bank. This allows an independent review of 

ArtH-r'verdrafts ®nd Provldes a deterrent against deviation from stated policy. Additionally, we feel that a more timely follow up of overdrawn accounts is necessary. 

h^fhpUrvI)mer ^0W aCC0Unt checks written in May 1984, totaling $42,802 and honored 
t?'POra ^ ^ n0t recorded through the detail subsidiary records until October 

flddf/innl?6 exP0^L|re on this type of delay is that the customer could write 
fhP-P « checks up to this amount, without the system being able to identify that 
toTc" -i -f y disbursed through previously issued checks. In order 

i T' processinS of checks through the system should be performed 
disclose this' .y^fo;0^bl'em.t""ely reC0n0nia,iOT a"d °' differences would 

"DOLLAR ROLL" TRANSACTIONS 
During tne current year, the Corporation, for the first time, entered into borrowing 

S , 83 d0!!ar r0llS- This is a fairly new area of borrowing for saving! 
pnriiMntnnfn»SK f008'" and' 85 8 result' the accounting treatment is unfamiliar. Our audit,ng of these transactions revealed that accounting treatment in the general ledger 

as incorrect and required an audit adjustment of approximately $240,000. We surest 

tln^department communicate with our firm when an accounting problem arises that would necessitate the need for technical assistance. 

PAYROLL 

thp0UM testl/lg system' we noted numerous errors in the preparation of 
iJw fJovember 18> l983 Payroll. Further investigation revealed that this particular payroll was prepared by someone other than the regular payroU clerk. We feel that it 

Emnfo "♦», .u the e'J1Plo-vee designated as the back up payroll clerk be thoroughly familiar with the procedure for payroU preparation. 

Although it is the policy of the Corporation to have department heads provide written 
authorization for overtime, we found this was not done for several employees in one 
ot our randomly selected pay periods (November 18, 1983). 

DEPRECIATION 
For additions to property and equipment for the fiscal year ending July 31. 1984 
deprecation was calculated using the Accelerated Cost Recovery System. Although 
this is the appropriate method for income tax purposes, this is not a proper method 
ol depreciation under generally accepted accounting principles. 

P Q '< ^ O \J 
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INSURANCE 
Our examination of the Corporation's blanket bond insurance policv at July 31, 1934 

sn^fn h khe
Cf

a"10unt ^ .insurance was $115,000 short of the required coveracrg as 
nppfn 6 ^ 6 re!ulati0nS- W® sugoest that a quarterly review of the coverage be rme an any adjustments to the policy be made on a timely basis. 

TELLER TRANSACTIONS 

pr^nof8160113 ^a^.rec®'Pt 'terns such as money orders sold and utility bills collected 
other 10 tellers' da'ly worl< by miscellaneous cash receipt tickets and 
of thP f°cumentat,on- Miscellaneous cash receipt tickets should provide a description 
cash it^ms In^rder0tjft ' ^ CaSh reCeipt and ShOUld be PrePared for a11 miscellaneous 
tellers' dafly^heets. Pr0V 8 Pr0Per and SOUrCe of a11 items entered on the 

tDhtrflmnMnrfte?t,ng ?f three dayS selected at,random, we found three instances in which the amount of mortgage payment received was different from the amount entered on 

clerical nprf ^ order t0 fully support the daily sheets, the teUer or 
th^ amount t!!e tm0Unt 00 the mort^Se payment card to reHect 
personnel orinr tn recf,ved and obtain documented authorization from supervisory personnel prior to accepting payment. 

Thri-es^lt^rtM/0^- a- th? b[anCheS were not reflected on the tellers' daily sheets. 
T»nu f I f omiss,on 13 that there is no trail for this type of teller transaction 

arise as aTesuTo? tTb VaraaoS' ,0 reS0"'e 8ny subse<'l'ent Problems «""<* miSht 

?aUlidlfMWOm,fOU,nd|,fi'!e 'nltances. where fansaction tickets were not properly mact.ine 
resuUi^ rro,! ."h haV'ng ■theSe, t"*ets "'Mated, there is a potential for defalcation resulting from the processing of a transaction ticket more than once. 

cards6which6,hi h"''",? SpeC'fiC <:ustomer transactions, vve requested eleven signature 
Stur. "ere "nat"e 10 The acquisition and maintenance of signature cards is crucial for both legal and internal control purposes. 

pl.D COPRT INVESTMENT CORPORATIOM AND Ol.n rmiRT JOINT VENTURE 
INVESTMENT IN REAL ESTATE AND REAL ESTATE JOFNT VENTITRFS  

ve
Un^uL anT^hifn1 ^ ,the Co^ration entered^ into many real estate joint 

supportine these inve^fm s5vera Parcels of land for investment. Documentation 
were nny «1wn^ .TL i k. ^ !S PartnershiP agreements and purchase contracts 
of^ rcquirinl and7 C0rp0rate Personnel. We stress the importance 
dL^t^^^ flnd effe-ive -nner, aU underlying 

SIte w?.Fn^5'K!NrKERS REM'TY' mC-' BANKKRS AFPRA1S^, ™c-r ANO 

svster'fn^th^ b00kS-fnd reC°rds ?f these subsidiaries, we found no formal accounting system for the acquisition and maintenance of documentation and support for cash 

perf0rmecT"at Z ^ the of tZLctions fs 
rnnVrnn f.. Corporation's administrative offices under the supervision of the Controller, there exists no accounting control over the actual transactions which originate 

834 
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MERrDtAN MORTGAGE. BANKERS REALTY, INC. BANKERS APPRAISAf mr 
ALt^TATE TITLE INSURANCE (CONTINUE^ ' 0ANhhRS APPRALSAf, 

because®^"1.'nistra'f've 0^'cfs- Disbursements and receipts are frequently misposteij 
found f Zd *r of substant.ation and clarification of the transaction. We gen^raUy found a lack of reconchat.on between the general ledger accounts and the supporting 

the fldmS Uf?e thfrt- aI1 accountine and record keeping functions be transferred to 
Cm un<)?r

t"». ■^PO^DHI'y of the'Controller. The a«oUntin° 
e.,h .iJ ^ J Z'l" substa""ation for all cash transactions on a timely S 

eeneral led^r^;^ reconciled monthly by the accounting department, with the general ledger be,„g rev.ewed and analyzed for propriety of transactions. 

JOINT VENTURE ACCOUNTING 

^majority' o7 ta'stanceW ac^^ SlW,7,n^ 

iiL P®rtnerships
f 
on a calendar year accounting period report the results of their operations as of and for the twelve months ending December 31 rather than on 

" a result of thead{ffar baS^, Wh,Ch coincides with the Corporation's fiscal year. As 
eq u i t y in t e res t in * t h es e "I *T ^ rePortin& of the Corporation's equuy interest in these joint ventures at July 31 does not reflect the joint 
ventures activity for the period January 1 through July 31 of the current ylar. 

recei«d%v^heictarnT;- th- pa^,ner.shiPs, «nd financial information was received by the Corporation in an untimely manner, or was never received at all. 

3. Lack of control over the accounting records enhances the possibility that 

'^crdakfro:is rs ts 

pS con0tactWusk' " ^<luestions' or wish «« these matters further, 

-7- 
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GIASS ^ ASSOCIATES. PA 
CERTIFIED PUBLIC ACCOUNTANT^ 714 M£RCAhmLE BANK A. TOUST BUILDING 
 TWOHOPKINSPIAZA « BALTIMORE,MARYLAND 21201 « 301.237-SAOQ 

The Board of Directors 
Old Court Savings and Loan, Inc. 
Baltimore, Maryland 21202 

subsidiaries (tll^^or^ra'tTon)01^ ^h^y^^ended^^July0^ d^h ^ and 

report thereon dated February 5 1985 Ac *>«»,.♦ ? 1984, and have issued our 
and evaluation of the Corporation's system of internfl?^6*8"1/"8110"' "I made a study 

we considered necessary to evaluate Oie accounting control to the extent 

s Po™ 
accounting control taken as a whole. option on the system of internal 

erbSrL0/ ^e:
n't xr lr-and 

that responsibility, estimates and fud^SirJ hi accounting control. In fulfilling 
expected benefit end related costs of control t0

f
assess,<he 

a?e safegviard^j ag^nftTo^^ro^una^tho0^^ bUt not..abso!u.te' assurance th^t^iets 
are executed in accordance with mArmcrpm nM USe ♦k' c!lsPcs't,on» and that transactions 
permit the Drenflrafinn nf n • ana£ement s authorization and recorded properly to 
accounting principles. flnanc>al statements in accordance with generally accepted 

irregu^ari^fe^^ay" nevertheless occur flndtemf0h int.ernaI accounting control, errors or 
evaluation of the system to future oeriodc I* m ftecterf' Also, projection of any 
become inadequate because of ehan^pc in f.^60 to the risk that procedures may 
with procedures may det^dorate. ^nd.taons or that the degree of compliance 

neceKarHy ^ 

represent weaknesses which we feel warrant management attention. PageS' 

JnTotr/Urpose6"'6' 30,6,7 ^ the ^ 0f —^ment and should not be used for 

(^pLASS & ASSOCIATES, P. A. 

February 9, 1985 0 ,, r. 
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The Board of Directors 
Old Court Savings and Loan, Inc. 
Baltimore, Maryland 21201 

Gentlemen: 

Savings and U^dlncl!\n7r^bl?d|tw1e3*tMTfeJuly^ 1 ^0nditlon of 01d Court 

consolidated statements of Income stockholdlrf" u* f and 1983 and th€ re,ated for the years then ended. Our examination m HngeS finflnclal P08'1'00 

accepted auditing standards, and accordinelv Wlnrf h accordance with generally 

(the Corporation)'pol%y STlo prep.'rV n^lwrncL?"!'",^ L0"'' sullsi<<i»'les' 
practices prescribed or permitted bv Vhf m s,,at®menls O" ^e basis of accounting 
Regulation, Division of Savin^ and ^L ^ °epartment of Licensing and 
'..P.C.S tro„ 8en„ally ^ *•'•!«' titter ^ 

c. fees, dbeo™., 

r - ~ IK and 1983 and the results of operatiorw and thf oh a? I
subsldiaries at July 31, 1984 

years then ended, in conformity wltlT^npr n chan?es in lt3 financial position for the 
on a basis consistent with that of the precediVye^!^ aCCOUntir* PrlnciPles applied 

^ formulating an opinion 
consolidating and consolidated schedules arp nroc w, The accompanying 
purposes and are not intended to present the InHiuin wi for . suPPIe.m,entary analysis 
o operations of the components of the consolMntoH 118 "ancla' Positions and results 
accepted accounting principles, nor are th^v 1 h contormi^ with generaUy 
financial position and result of operaUori of 8 f8ir Pre"ntation of the 
and consolidated schedules have been s^Wt^I to Th. h The "^olidating 
the examination of the consolidated finanS^t ? auditing procedures applied in 
the method of recordir^ loan fees commitment f hi ,n 0Ur 0Pinion. except for 
losses on loans sold as described in Note 1 and Nof^'i i ^0n Ioans Purchased, and 
in all material respects only when nnnain ^ i iS schedules are stated fairly 
financial statements taken as a whole conjunction with the consolidated 

February 6, 1985 
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OLD COURT SAVINOS AND LOAN, INC. 
AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION 
JULY 31, 1984 AND 1983 

ASSETS 
Cash on hand and in banks (including certificates 

of deposit of $500,000 and $400,000 in 1984 
and 1983 respectively) 

Marketable securities - Note 12 
Unsecured short-term loan to commercial bank 
Loans receivable, net - Note 2 
Accrued interest receivable 
Deposits with Maryland Savings-Share Insurance 

Corporation (MSS1C) - Note 3: 
Capital deposit 
Central Reserve Fund 

Property and equipment, net - Note 4 
Investment In and advances to real estate joint 

ventures - Note 6 
Real estate acquired through foreclosure 
Prepaid expenses and other assets 
Federal Income taxes recoverable - Note 9: 

Current 
Investment In consolidated corporation in 

excess of book value 
Investment in and advances to unconsolidated 

subsidiaries - Note 13 
Real estate held for Investment - Note 14 

1984 

18,699,776 
55,460,823 
5,276,781 

237,885,370 
7,353,193 

6,999,300 I 
2,647,800J 
2,236,181 

114,531,513 
150,000 

22,927,525 

3,165,409 

1,533,845 
18,901.403 

1983 

44,475,654 
2,250,000 

154,012,038 
3,601,752 

2,982,900 
941,100 

1,095,380 

31,740,658 
202,691 

7,137,179 

39,408 

1,387,590 

TOTAL ASSETS 
$ 497,768.919 $ 249.866.350 

(see accompanying notes to financial statements) 
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OLD COURT SAVINGS AND LOAN, INC. 

CON^nnr.ATur. AND SUBSIDIARIES 
CONSOUDATED STATEMENTS OF FINANCIAL CONDITION 

JULY 31, 1984 AND 1983 

LIABILITIES DFPFRRED INCOME ANn 
STOCKHUL!)KR<:' PonffY  

liabilities—  :iili2JL 

Cash overdraft 
Savings accounts - Note 7 
Notes payable and other borrowings - Note 8 

Accrued interest payable 
Accrued expenses and other liabilities 
Income taxes currently payable - Note 9 
Deferred Federal income taxes payable 

TOTAL LIABILITIES 

DEFERRED INCOME - NOTE 1 

SUBORDINATED DEBENTURE - NOTE 3 

MINOR1TV INTEREST IN SUBSIDIARIES 

STOCKHOLDERS' EQUFTY - NOTES 3 AND 10 
Guaranty stock: ^ 10 

C150S000 oVn T Va,U! Per Share' ""thorized 
Class R j? reS,i iSSUed 295>526 shares class B, $i par value per share, authorized 

4 »nd 2,500 shares monzed 
Additional paid-in capital 
Retained earnings - restricted 

TOTAL STOCKHOLDERS' EQUITY 

COMMITMENT'S - NOTE 5 

TOTAL LIABILITIES, DEFERRED INCOMP 
AND STOCKHOLDERS' EQUITY 

1984 

390,885,751 
85,148,467 

874,914 
6,729,128 
3,369,827 

656,674 
2,381.051 

$ 490.045.81? 

< 653.224 

1.000,000 

$( 

295,526 

174,835 
5,685.219 

6.158.080 

1983 

$ 1,414,485 
163,770,466 
77,799,625 

662,770 
1,973,967 
1,999,011 

106,386 
317.492 

t 248.044.202 

^ 268.070 

625.000 

88,197 ) $ 

295,526 

2,500 2,500 
174,835 
456,217 

929,078 

* *97.768.919 $ 249,866,350 

(see accompanying notes to financial statements) 

f 
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INCOME 1984 ^983 
Interest on loans ~      
Loan fees and service charges - Note 1 ^ 22.509,123 $ 11,567,780 

r."'r„S"ke'lb" other 
Equity in net (loss) income of tmi octet i~i . 14,413,062 2 890 411 
Rental income 0f real eState J0'"1 ventures ( 1,2691434 ) 138'"J 
Gam on sale of investment securities 350,530 
Gain on sale of real estate 75,932 
Other income 4,975,695 690,112 

total INCOME   

EXPENSES ' "■""i'65 « 18,807,<52 
Interest on savings accounts 
Interest on borrowings » 27,924,783 $ 11,960.739 
General and administrative - Schedule 1 8.012,446 2,988,384 

total expenses - 7'307'232- - ^is.oeo 

•income before provision for income 

SUBSmiARlESMIN0RrrY ,NTEREST IN NHT LOSS of 
DDrtwo.^..  —^846.80'1 * 2.342.269 

0°™°" P0R ,NC0ME - NOTE . 
Dererred * 650,690 $ 106,621 

j—^'063-559 401,000 

N ne^SVe^SKK" 1nterest m '0''S2' 

MINORITV .NTEREST m NET LOSS OF SUBSIDIARIES 

NET INCOME - NOTE 15 

NET INCOME PER SHARE - NOTE 10 

^ 17-55 $ 6.15 

507.621 

1,834,648 

(see accompanying notes to financial statements) 

-5- 
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OLD COURT SAVINGS AND LOAN, INC. 
AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY 
JULY 31, 1984 AND 1983 

GUARANTY STOCK 
CLASS A CLASS B 

BALANCE JULY 31, 1982 $ 295,526 $ 2,500 

NET INCOME FOR 1983 

BALANCE JULY 31, 1983 $ 295,526 $ 

NET INCOME FOR 1984 
2,500 

BALANCE JULY 31, 1984 < 295.526 $ 

ADDITIONAL 
PAID-IN RETAINED 

CAPITAL EARNINGS (DEFICIT) 

174,835 

174,835 

2,500 $ 174.835 

$(1,378,431 ) 

1,834,648 

$ 456,217 

5,229.002 

$ 5,685,219 

(see aceompanylrife notes to financial statements) 
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TOTAL 

i( 905,570 ) 

1,834,648 

: 929,078 

5,229,002 

I 6,158,080 



OLD COURT SAVINGS AND LOAN, INC. 
CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 

FOR THE YEARS ENDED JULY 31, 1984 AND 1983 

USES OF FUNDS: 
Loans receivable, net 

over repayments 

1984 

excess loan disbursements 

Increase In marketable securities 
Increase in secured short-term loan to commercial 

bank 
Increase in accrued interest receivable 
Increase in deposits with MSSIC 
Increase in property and equipment, net 
Increase in investments In and advances to real 

estate joint ventures 
Increase in prepaid expenses and other assets 
Increase in real estate held for investment 
Increase in investment in consolidated corporation 

in excess of book value 
Increase in and advances to subsidiaries 
Increase in cash 
Decrease in advances by borrowers for taxes, 

insurance and ground rents 
Decrease in deferred income 
Decrease in minority interest in subsidiaries 
Decrease in cash overdraft 

TOTAL USES OF FUNDS 

$ 83,871,412 
10,985,169 

3,026,781 
3,753,361 
5,723,100 
1,505,601 

84,060,289 
15,790,346 
17,513,813 

3,165,409 
1,533,845 

18,699,776 

1983 

88,197 
1,414,485 

$ 86,773,072 
42,469,712 

2,050,000 
2,798,395 
l,995,r-00 

29,389,046 
6,813,270 
1,387,590 

28,955 
11,946 

S 251,131,584 $ 1 73,71 7,588 

(see accompanying notes to financial statements) 
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OLD COURT SAVINGS AND LOAN, INC. 
CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 

FOR THE YEARS ENDED JULY 31, 1984 AND 1983 

SOURCES OF FUNDS: 
From operations 

Net income 
Charges (credits) to income not affecting funds: 

Depreciation and amortization 
Deferred income tax 
Equity in net (income) loss of real estate joint 

ventures 

Funds provided by operations 

Decrease in cash 
Decrease in real estate acquired through foreclosure 
Decrease in property and equipment, net 
Decrease in Federal income taxes currently 

recoverable 
Excess of savings accounts receipts over withdrawals 
Decrease in cash overdraft 
Increase in notes payable and other borrowings 
increase in subordinated debenture 
Increase in accrued interest payable 
Increase in accrued expenses and other liabilities 
Increase in income taxes currently payable 
Decrease in state income taxes currently payable 
Increase in advances by borrowers for taxes, 

insurance and ground rents 
Increase in deferred Income 

1984 1983 

5,229,002 

364,800 
2,063,559 

1,834,648 

138,077 
401,000 

1.269.434 ( 138,770 ) 

$ 8,926,795 $ 2,234,955 

52,691 

39,408 
227,115,285 

7,348,842 
375,000 

4,755,161 
1,370,816 

550,288 

212,144 
385,154 

1,126,448 
37,468 

754,333 

43,592 
95,654,636 

1,414,485 
68,836,625 

1,799,840 
1,741,037 

74,169 

TOTAL SOURCES OF FUNDS $ 251,1 31,584 $ 173,717,588 

(see accompanying notes to financial statements) 

-7- 

■* i 

1! 



OLD COURT SAVINGS AND LOAN, INC. 
AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JULY 31, 1984 AND 1983 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Consolidation: 
The consolidated financial statements for 1984 and 1983 Include the accounts of Old 

5s InC" (a wholly-owned subsidiary of LCP Corporation) and its whoUy-owned subsidiaries: Old Court Investment Corporation, Old Court Joint Venture, 
L" :'J*1" Lakes. Inc., Meridian Mortgage Investment, Inc., Bankers Realty, Inc., and 
fnHnH ,APpraisal Services, Inc. For 1984, the consolidated financial statements also 
subsiSfarv YKOmT 0 ^11St6te

0nTJUe Insurance Company, Inc.. a wholly^wned 
Vpntu^ i YKON.C®r

iP<>r®t,on. 8n 80% owned subsidiary, end D.R. Development Joint 
AHrt H^n«i vCV 8n,oD? .v, 1 !nsurance Group, Inc. both 67% owned subsidiaries. 
nJf real 7 Z co

1
nsoIldale(1 financial statements include the accounts of real estate Partnerships in which the Corporation has controlling interest. 

Marketable Securities; 
Marketable securities consist of U. S. Government and agency obligations, corporate 
and mun.c.pal bonds, and corporate stock and are carried at cost! net of original 
premium or discount. For the debt securities, the lower of cost or market Is not 
used smce it is generally management's intention to hold these securities to maturity. 
Gains or losses on sale are reflected in income at the time of sale. 

Irwostment In and Advances to Real Estate Joint Ventures: 
Investments in real estate Joint ventures are accounted for on the equity method. 

PnnM £ ^ cap'taI
llze "jterest on construction advances and loan fees paid to Old 

^ and
u

Loan; Inc- 01d Court Savings and Loan, Inc. defers a percentape 
b^the ventu0rPsnerTh'P ^ ^ in,erest> and recognizes them when expensed by the ventures. The remaining percentage of interest is recognized as current income. 

Provision for Loss: 
Provision for loss on loans receivable and real estate acquired through foreclosure is 
charged to income when It is determined that the investment in such assets is greater 
than estimated net realizable value. Additionally, interest Income on loar/ wh ch 
were more than 90 days delinquent is not accrued. 

Property and Equipment: 

pD.e.i'en
C.'aH,0n and a,,1ort,zation are accumulated on a straight-line basis over the ®? '^a'ed "sef"1 lives of the assets. Additions and betterments are capitalized and a ges for repairs and maintenance are expensed when Incurred. The cost and related 

accumulated depreciation or amortization are eliminated from the accounts ^ 
asset is sold or retired and the resultant gain or loss Is credited ^charged ?o tcome" 

-8- 
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OLD COURT SAVINGS AND LOAN, INC. 
AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JULY 31, 1984 AND 1983 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Income Taxes; 
Deferred income taxes are provided on Inconrie end expense items when they are 
reported for financial statement purposes In periods different from the periods in 
which these Items are recognized In the Income tax returns. The Corporation and its 
subsidiaries file consolidated Federal Income tax returns. 

Investment tax credits are accounted for as a reduction of the provision for income 
taxes on the "flow-through" method. 

Loan Fees: 
In accordance with regulations prescribed by the Maryland Department of Licensing 
and Regulation, Division of Savings and Loan Associations, loan fees, commitment fees 
and discounts on loans purchased which exceed three percent of the respective loan 
or commitment are taken Into income over a period of seven years or the life of the 
loan, whichever is shorter; while the first three percent is recognized as income in 
the year received. This treatment is at variance with generally accepted accounting 
principles. " 6 

Unamortized Loss on Loans Sold: 
As permitted by supervisory regulations, the Corporation elected to defer and amortize 
realized losses, net of taxes, on sales occurlng in 1982 and 1983. Amortization is 
over the period equal to the average remaining lives of the loans nt the time of sale, 

treatment is at variance with generally accepted accounting principles. 

Real Estate Acquired Through Foreclosure: 
Real estate acquired in settlement of loans is recorded at the lower of the net loan 
receivable balance or the fair value of the real estate at the date of foreclosure. 
Costs of foreclosure and direct holding costs are charged to expense, and improvements 
to the properly are capitalized. 

The valuation of real estate owned, including development projects, Is reviewed for 
propriety by management at least ennuaUy. Valuation allowances for estimated losses 
on real estate are recorded when a decline In value is deemed to have occured. 

Construction Period Interest: 
Interest expense on funds borrowed for the acquisition and construction of assets by 
the Corporation are capitalized for a percentage equal to its ownership in the asset 
and are expensed over the estimated useful life or period of ownership, whichever is 
less. At July 31, 1984, the amount of capitalized Interest wa/ $2,445,163. ) 

-9- 
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OLD COURT SAVINGS AND LOAN, INC. 
AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JULY 31, 1984 AND 1983 

NOTE 2 - LOANS RECEIVABLE 

Loans receivable consist of the following at July 31: 

1984 1983 
Loans secured by mortgages on real estatei 

Conventional and short-term construction $ 192,902,390 $ 101,971,809 
Pass-through certificates guaranteed by GNMA 

and FHLMC participation certificates 68,R82,351 61,951,763 
„ , $ 261,584,741 $ 163,923,572 Unsecured loans 22 837 873 - 
Savings account loans 2,083,*376 1,143,558 

i 276,505,990" $ 165,067,130 

LESS; 
Undisbursed construction loan funds $ 27,046,414 $ 4,537 361 
Deferred loan fees 1,409^269 '25l!o39 
Unearned discounts - net 10,164,937 6,266,692 

$ 38,620.620 $ 1 1,055,092 

Loans receivable, net $ 237,885,370 $ 154,012,038 

Outstanding mortgage loan commitments amounted to approximately $27,000,000 et 
July 31, 1984, 

N0TE 3 ' !"\f'ULAT°HY REQUIREMENTS AND INSURANCE AGREEMENT WITH MARYLAND 
SAVINGS-SHARE INSURANCE CORPORATIGK 

The Corporation's savings share accounts are insured up to a maximum of $100,000 
per account by Maryland Savings-Share Insurance Corporation (MSSiC). The Corporation 
is required to maintain a non-Interest bearing capital deposit with MSSIC equal to 2% 
(computed semi-annually) of its savings share accounts, to be maintained by MSSIC as 
an Insurance fund for possible losses Incident to its insurance of accounts. The 
Corporation is also required to maintain an interest-bearing Central Reserve Fund 
deposit with MSSIC based on a percentage of the Corporation's savings share accounts 
to the total savings share accounts in Maryland, to be maintained by MSSIC as an 
emergency fund available for making loans to members. 

-10- 
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OLD COURT SAVINGS AND LOAN, INC. 
AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JULY 31, 1984 AND 1983 

N0TE 3 ' REGULATORY REQUIREMENTS AND INSURANCE AOREEMENT wmi MARYLAND 
SAVINGS-SHARE INSURANCE CORPORATION (CONTINUED) ~ 

The Corporation is also required to maintain a certain minimum level of net worth, 
as defined (principally stockholders' equity) under State of Maryland Department of 

^wecf^. Regulation, Division of Savings and Loan Associations (State) regulations and MSSIC regulations. At July 31, 1980, the Corporation did not meet the minimum 

'TJ.ll0:* "1 worth reclu'rement prescribed by MSSIC. Pursuant to Section 3-211(AKl) of MSSIC s Rules and Regulations, the Corporation on July 31, 1981, entered into 
hree related agreements with MSSIC. The first agreement provides for the sale by 

?e,n<Srp0r8,l0n 10 MSSIC 0f $725.000 of debentures. The debentures bear interest 
K PLr,flnnUm «nd are rePayat'le 'n installments of $100,000 on each July 31st through ig®7 and $125,000 on July 31, 1988. In addition, the indebtedness evidenced 

k (3eb®n'ures ls subordinated to all other indebtedness of the Corporation. Tito subordinated debentures are Includable in regulatory net worth of the Corporation by 
MSSIC and State regulations. The second agreement establishes certain restrictions 
and requirements including: a) limitations on operating and capital expenditures, on 
fees and remuneration to directors and officers, on issuance of additional shares of 
stock, on payment of dividends on existing stock, on the consolidation or disposition 
of assets, and on the loaning of money to affiliated organizations, and b) the submission 

°v [lnan°laI ,an
4
d other dala to MSSIC on a regular basis. The third agreement, a Voting Trust Agreement" requires MSSIC's approval of any proposed merger involving 

e Corporation. At July 31, 1983, the Corporation did not meet the minimum 
regulatory net worth requirements and was bound by the three agreements with MSSIC. 

s of July 31, 1984, the regulatory net worth requirements were met, the subordinated 
debenture was repaid In fuU, and the Corporation was released from the obligations 
of the three agreements. 6 

NOTE 4 - PROPERTY AND EQUIPMENT 

Property and equipment Is comprised of the following: 

1984 
Land 
Buildings 
Furniture, fixtures and equipment 
Leasehold Improvements 
Automobiles 

Total, at cost 
LESS: Accumulated depreciation 

and amortization 

T 145,912 
228,804 

1,180,735 
1,091,246 

144,282 

$ 2,790,979 

554,798 

PROPERTY AND EQUIPMENT, NET $ 2,23fi,181 
f   ' 

-11- 

1983 
* 145,912 

154,594 
714,074 
365,507 

30.207 

$ 1,410,294 

314,914 

j 1,095,380 

ESTIMATED 
USEFUL LIVES 

25-30 years 
5-10 years 

15-30 years 
3- 4 years 
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OLD COURT SAVINGS AND LOAN, INC 
_ AND SUBSIDIARIES 
70 CONSOLIDATED FINANCIAL STATEMENTS 

JULY 31, 1984 AND 1983 

NOTE S - COMMITMENTS 

long-term operating'3 leases ^or^fts amda|LOanfrnC' W8S obllKBted under non-concellable 
administrative office and one of he ^ foUr branch ,0Cflti0ns- The 
which certain officers and dlreotnrc locations are leased from partnerships in 
administrative off ce provides or « .""""f1*' ln,eresl- The le^ on the 
three branch locations f f 0ptl0nS 0f five ycnrs eoch- ^ oU,cr 
renewal option of five years The mi^nlirm ^ .partles; 0ne of these leases has a 
are as follows: y minimum annual rental payments under these leases 

YEARS ENDING MINIMUM 
JULY 31 

1985 
1986 
1987 
1988 
1989 

Subsequent to 1989 
Total minimum lease payments 
Sub-lease income 
Net minimum lease payments 

LEASE PAYMENTS 
» 208,186 

270,598 
275,598 
196,612 
154,073 
61,453 

t 1,166,520 
( 477.500 ) 

f "689,020 

NOTE 6 - 

^ ™ for year e„0od 

INVESTMENT IH AMD AVVAJKES TO REA1, ^TATE JOINT VFNTlIn FC 

partnership ^eles^rangfnr^om'^si" toTo*0"8Th"1'1'63, Peneral and liml,ed 

estate investment and development actllities Thi . 8re involved in ^al 
carried on the books under the eauitv methyl lnvestment in joint ventures is 
losses or profits either decreases or accountlr)g; whereby its shares of 
The carrying values are adjusted at the end of heT^T® ^l"8 the ioint verlture- 
a few joint ventures in which Se fiscaVyear end V7uir3r , f01 ^^ 8,1 but 

ends are December 31, therefore for fhlc ^ . y ' 'nvestees' fiscal year 
1984 and 1983 carrying values the nJernhL 3? ,V.e0

n,tures' for Purposes of July 31, 
of the investees were utilized as provided bv Lp ' n anCl 1982 financia, statements ii ea as provided by generally accepted accounting principles. 

ASSETS 

as follows at July 31 

Residential projects under construction 
Commercial projects under construction 
Land held for development 
Other 
Rental properties 

» 
TOTAL ASSETS 

f 
1984 

16,845,206 
8,921,737 

13,334,124 
12,729,866 
17,754.437 

1983 
J 3,809,682 

150,000 
403,622 

* 69,585.370 

-12- 
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OLD COURT SAVINGS AND LOAN, INC. 
AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JULY 31, 1984 AND 1983 

INVESTMENT IN AND ADVANCES TO REAL ESTATE JOINT VENTURES (CONTINUED) 

1984 1983 

LIABILITIES AND PARTNFRS' OAPrrAT 
LIABILITIES      

Due to Old Court Savings and Loan, Inc. 

Duelo'oS"163 $ ".676.329 $ 3,743,008 
PARTNERS' CAPITAL (DEFICIT) 1V.4o4,430 546.248 

Old Court subsidiaries ( 1(228>234 ) 172i610 

682.845 ( 98.562 ) 
TOTAL LIABILITIES AND PARTNERS- CAPITAL $ 69.585.370 $ 4.363.304 

REVENUES AND EXPENSES 
REVENUES   $ 7,278,868 i 2,431,852 

9,810.732 2,199,025 EXPENSES 

NET .NCOME (LOSS) 2.531.864 ) ^ 232.827 

The foUowing Is a reconciliation of Investments In and advances to the real estate 
Joint ventures with the related balances shown above. 

Balance shown above: 
Due Old Court Savings and Loan, Inc. and 

Mas,' 
Add (Deduct): » 51,448,095 J 3,915,618 

Interest due on loans delinquent over 90 days 
not accrued by Old Court Savings and Loan, Inc. - ( m 519 ) 

Additional loan advances from January 1 to '00,313 I 
July 31, net of repayments 68 775 RSP 9« nnn 

Interest income and loan fees received from ' ' 28,008,559 
Joint ventures and deferred on the books of Old 
Court Savings and Loan, Inc. ( 5,692,441 ) 

INVESTMENT IN AND ADVANCES TO REAL 
ESTATE JOINT VENTURES $ 114,531,513 S 31,740.658 

0/ the Investment in and advances to real estate Joint ventures was net $45,455,594 In undisbursed cpnstruction loan funds. 

-13- 
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OLD COURT SAVINGS AND LOAN, INC. 
AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JULY 31, 1984 AND 1983 

NOTE 7 - SAVINGS ACCOUNTS 

The following Is a summary of savings accounts at July 31: 

1984      1983 
„ , ,  RATE AMOUNT % RATE AMOUNT Passbooks 6.00-10 00 * 43,860,059 11.2 6.00-10.00 i 50,485,399 30' 
N.O.W accounts 0.00-6.00 17,602,406 4.5 0.00- 6.00 4,046,515 2 5 

Money market 8-30'15-55 249'683>266 63-9 6-46-16-55 59^7'637 36 = 
accounts 8.97-10.64  79,720,020 20.4 10.50 49.820.915 30.4 

i 390,885,751 100.0 $ 163,770,466 100.0 

NOTE 8 - NOTES PAYABLE 

Notes payable and other borrowings are summarized as foUows at July 31: 

1984 1983 
Securities sold with agreement to repurchase 

within one year with Interest rates ranging 
from 8.28% to 9.90%. j - 1 77 -sqq 

Mortgage payable, due July 1, 1984, interest 
rate at prime rate plus 1%. _ ,nn nnn 

Securities sold with agreements to repurchase ' 
within one year with interest rates ranging 
from 11.50% to 12.625%. 77 6G0 823 

Mortgages payable, secured by Investments In 
real estate, with expiration dates between • 
1987 and 1990 with interest rates between 
9.60% and 14.0% 7 284 279 

Other notes payable, unsecured ^os'ses 
% 85,148,'467" $ 77,799,625" 

The repurchase agreements are secured by GNMA pass-through certificates and FHLMC 

31 984 Ind tTnW.llh, rPai<3 princiPal balfinces totaling $50,382,547 at July 
value of $39 603 644 » T8! ^ .oV/983 ^ niar,<etable securities with a carrying value of $39,603,644 at July 31, 1984 and $41,307,644 at July 31, 1983. 

I'as sTcu,rlTbv0b/«inritl0hhWaSlnt!reSt. 0nly 7 8 m0nlh'y ,,8sLs' untn ,he due date, and was secured by land with a bo(jk value of $739,398 at July 31, 1983, 

-14- 
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OLD COURT SAVINGS AND LOAN INC 

Nrvrpc tv, „ AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JULY 31, 1984 AND 1983 

N0TE 9 - INCOME TAXFS 

Th. pr,.,.,o„ ,„corne „ nmpr[M ^ ^ vj>ri ^ ^ 

Current:    1983 
Federal j ^ 
51816 , 650,690 10fi.621 

Deferred - Federal * 2^1^ 5 

—1 '559 401.000 

* 2.7'049 t 507,fi21 

tor 1984 ,„d 19B3 Mo"','" 

.u..=, purp<.!ea 

L°rt..0n I'" 0' "1"rl"'bl= securities r.ooenizrt tor ' 6,0•C5, ' 'C'3,: 
nancial statement purposes over the remalninr life of 

,0■3,8 '■S80 
Diffo return when incurred ln, 

^ income ^^Ve^^estat'e^'in't ^entures^ anC' ^ re'urn net f
,36•, 95 135■,92 

method^for "tax ^urposeg6 °n ^a.,men, ( 367'136 ' ( 60'180 ' 

3^pIrS^^^r^
8rryf0rWardS — b-k 1,510,347 

Supplemental Interest on savings certificate acoounf, 117,623 

At j < 2,063.559 j 401.000 

$1,626,896 in a net operating losf c^rr^yforward^for'Feder iT aVailable fiPProximntely 
and approximately $99,491 in an Investment tax crJrm nfCOme taX re,urn Pun)oses 
loss carryforward will expl^ in J998 if not utilized CarryforwaPd- T,|e last of the 

-15- 
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OLD COURT SAVINGS AND LOAN INC 

Mrvrpc tw AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JULY 31, 1984 AND 1983 

INCOME TAXES (CONTTNlTPnl 

multiplying income beforrineonie3'taxe^ bv^h16 t
t
flX,eS'flnd ,he er"ount computed by 

(16%) is as follows: taXeS by the st6t"tory Federal Income tax rate 

Federal income tax at statutory rate 
Increase (Decrease) resulting from: 

Bad debt deduction permitted of savings 
and loan associations 

Surtax exemption 

Sx' credits fr0m net 0Peratin? 1053 carr.vforwards 
Other 

St£eneifnit0me taX' 0f Fe<3er61 incorne tax 

Tax effect on unconsolidated subsidiaries 
Stepped up depreciation basis for tax purposes 

ax exempt interest and dividends 

foreclosure'6 ^ aCquIred 

1984 1983 
i 3,645,313 i 1,077,444 

(1,040,236 ) 
20,250 ) 

' 47,621 ) 

914 

351,372 
131,843 ) 
50,750 ) 
13,617 ) 

20,967 

126,523 ) 
20,250 ) 

392,801 ) 
85,993 ) 

1,831 ) 

57,575 

- ; « i OU/tOZl 

Permit it to dedJct ^ro^'UxabJ'income^Tn aflo^0 '"'T"8' Revenue Code ^'nch 
percentage of taxable Income before such a'lowan°e for bad debts based on a 
gradually reduced this deduction to 40 percent In 1979* I ft ^ Reform Act of 1969 
oes not meet Federal income tax requirements hp™ n ,he futllre> 'f the Corporation 

allowance for bad debts, the Corporation's Permit it.to <,e<,uct Hn 

maximum of 46 percent t ve lax rale could increase lo a 

fnco0"0'/1 .JuIy 31' 198'4 ^t^vet'^wh^r816^ $,'V6 ,000 and income tax has been made. ' Pectlvely. for which no provision for Federal 

STOCKHOLDERS' EQUITY 

C"SI A •"- ■> *«» ..ock l0 rlK,„. >nd 

ru,cinn0me per Share for 198,1 and 1983 Is based on 298 n2fi k Class B guaranty stock outstanding for the entire Jear 63 0f ClaSS A and 

-16- 

-1156G 



OLD COURT SAVINGS AND LOAN INC 

NOTES TO COKSOUSS?^ 

roMn.„„ ^ 

recognized in the year ""hich IheroS.^'"0'"'68 re<5Uire ,hat loss« on lo«ns be 

eo ni Bared ,„ 
■»i ."d.'r„ irr":::'"im°""»' «.s e mL%Z "'T:':0 ln n« 

■ re,','"!<) 

07E 12 " Marketable 5^01,0,-^ 

Marketable securities at July 31 1004 
y 31' 1984 consist of the foUowing: 

APPROXIMATE 

u ms.\StirKi,s'h
rio'1

f
I'"':' obii£,",to'u "•* • C0ST— —. 

through 2013 Wlth maturlties 

 ^890'5— 4,747.375 

f 51,726.190 

^ 13 " ^g^OMDATED SURStntA nrpo 

as ♦I,jaa,887 as of July 31, 1984. 

-17- 
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OLD C0URT SAVmGS AND LOAN, INC. 

NOTES TO C7SOLIDATED^AiFCIAL STATEMENTS 
JULY 31, 1984 AND 1983 

N0Tt 13 " ^N'CONSOLinATED SUR.9rn,AR1ES (cONTTMnr^ 

in a corporation whleh^ol^lnd5 o^r^04"' h8d an lnvestment totaling $133 958 

Property and equipment, net 
Prepaid expenses and other assets * 86'370 

571.171 
TOTAL ASSETS 

$ 657.541 
1 'A ^OCKHOLDKR'S FnTirrv frrnrrT 

Cash overdraft and other liabilities 

and0 h M0Urt SaV,ng5 and Loan, Inc $ 523,583 and subsidiaries ' 
TOTAL LIABILITIES 286,SOQ 

STOCKHOLDER'S EQUITY (DEFICIT) 

^UIT^SfT)"^ JOBHOLDER'S 

SALES STATEMENT pp INCOMF f, ^ 

COST OF SALES 
4 *1 OQC 

GROSS PROFIT 1  
t 127,847 

GENERAL AND ADMINISTRATIVE EXPENSES 
^ol.6o9 

NET INCOME (LOSS).-.   

$(153.842 )- 

N0TE 14 " ^-AL ESTATE HELD FOR ,MvPe.r...rr,T 

comprised'of1 the'followTngi'1 SaVl/lgS and Loan' Inc- heId investments ln rea, estate 

Residential properties 
Commercial properties ^ 15,228,676 
Land held for development 1,468,4)0 

2.204.317 

i 810,383 

(152,842 ) 

* 657.541 

* 171,132 

* 18,901,403 

-18- 
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old counr savings and loan, inc. 
AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JULY 31, 1984 AND 1983 

^ 15 " RECONCILIATION OP EARNINGS FROM REGULATORY RFPORT 
TO FINANCIAL STATEMENT^    

The Corporation Is required to file a monthly report to the regulatory authorities 
The foUowing is a reconciliation of earnings reported to the regulatory authorities and 
earnings of these consolidated financial statements as of July 31, 1984: 

Current earnings per monthly regulatory report as of 
July 31, 1984 j 10 ^gg 

Corporation's entries made subsequent to preparation of 
monthly regulatory report at July 31, 1984 ( 1,010,075 ) 

Adjustments made during audit examination: 
Recording of unrecorded commitment fees 700 000 
Capitalization of construction period Interest 2 445*163 
Deferral of Interest income received from related 

joint ventures ( 2 424 448 ) 
Deferral of loan fees received from related joint ventures ( r,l07!452 ) 
Recording of previously unrecorded cash disbursements 

in July, 1984 , . 
Proper recording of dollar roll transactions 243*949 
Proper recording of release fees i 632*329 ) 
Adjustment of provision for Income taxes ( j 394*249 ) 
Proper recording of reduction of gain on sale of real ' 

estate ^ ^0^ . 
Recording of previously unrecorded equity In Joint ventures 

and subsidiaries , . , 
AH other adjustments, net • ( ' sg'ejg j 

NET INCOME PER CONSOLIDATED FINANCIAL 
STATEMENTS 5,229,002 

^ 16 " RELATED PARTY TRANSACTIONS 
The Corporation leases Its administrative office and a branch office from a 
partnership in which officers and directors have ownership Interest. The lease 
was entered Into subsequent to July 31, 1984. 

t^lntities fn" w^hT"1^1 ^ P8id,.-0 8toekholdere. dicers, «nd director a^d 1 
year ended July 31, 1984 controU",K lnter«t amounted to $2,136,345 for the \ 

and stoc
f
khold;r of the Corporation owns a controlling interest liT a \ 

^"^lons on Mortgage loans j 

I 
-19- 
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OLD COURT SAVINGS AND LOAN, INC. 
AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JULY 31, 1984 AND 1983 

17 - SUBSEQUENT EVENT 

wi,hNOpirsTTJ; 1984, *ld C0Urt Savings and ^ ,nc- ex"uted a statutory merper 

accounts of Old cXt at fuI v.lue ^ aCCOUnU 0f Fir8t Pro^essive become "vings 

-20- 
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OLD COURT SAVINGS AND LOAN, INC. 

AND SUBSIDIARIES 

SUPPLEMENTARY INFORMATION 

YEARS ENDED JULY 31, 1984 AND 1983 



SCHEDULE 1 

OLD COURT SAVINGS AND LOAN, INC 
  . AND SUBSIDIARIES 

QL'DATED SCHEDULES OF GENERAL AND ADMINISTRATIVE EXPENSES 
FOR THE YEARS ENDED JULY 31, 1984 AND 1983 

Advertising 
Amortization - loss on sale of loans 
Auto 
Carrying costs on real estate acquired 

through foreclosure 
Commissions 
Contributions 
Data processing 
Depreciation and amortization 
Dues and subscriptions 
Group insurance 
Insurance 
Loan fee and settlement expense 
Management and consulting fees 
Miscellaneous 
NOW account write offs 
Office supplies and expense 
Payroll 
Payroll taxes 
Postage 
Professional fees 
Provision for loss on loans 
Real property tax 
Rent 
Repairs and maintenance 
Taxes and licenses 
Telephone 
Travel 
Utilities 

1984 
445,616 
222,897 
"10,621 

45,581 
60,443 

100,000 
227,631 
364,800 
38,922 

101,896 
47,892 

336,115 
250,000 
139,479 
267,577 
322,024 

1,166,590 
93,854 

^—62,619 
2,284^79) 

* 4,831 

1 &4,778 
80,456 

102,130 
69,826 

166,990 
108,725 

1983 
217,080 
193,991 

3,401 

62,805 

101,748 
138,077 
18,505 
26,166 
35,781 

85,333 

172,634 
672,982 

43,151 
29,989 

394,465 

11,101 
97,675 
60,474 
33,446 
37,628 
42,592 
37,036 

TOTAL GENERAL AND ADMINISTRATIVE EXPENSES < 7.307.232 $ 2,516.060 

(see accompanying notes to financial statements) 
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OLD COURT SAVINGS AND LOAN, INC. 
AND SUBSIDIARIES 

CONSOLIDATING SCHEDULE - STATEMENT OF FINANCIAL C 
JULY 31, 1984 

ASSETS 
Cash on hand and in banks 
Marketable securities 
Unsecured short-term loan to 

commercial bank 
Loans receivable, net 
Accrued interest receivable 
Deposits with Maryland Savings-Share 

Insurance Corporation: 
Capital deposit 
Central Reserve Fund 

Property and equipment, net 
Investment in and advances to: 

Real estate joint ventures 
Subsidiaries 

Real estate acquired through 
foreclosure 

Prepaid expenses and other assets 
Real estate held for investment 
Investment In consolidated corporation 

in excess of book value 

OLD COURT 
SAVINGS AND 

LOAN. INC. 

$ 17,367,192 
50,570,301 

5,276,781 
235,117,814 

7,111,546 

6,999,300 
2,647,800 
1,861,963 

126,562,374 
15,272,133 

150,000 
21,383,583 

OLD COURT 
INVESTMENT 

CORPORATION 

$ 835,759 $ 
4,890,522 

2,200,774 
231,106 

201,120 

1,327,320 
3,535,871 

160,369 
1,372,286 

TOTAL ASSETS $ 490.320.787 $ 14,755.127 

Eliminations: 
(a) Intercompany receivables and payables 
(b) Investment in subsidiaries 

I (see accompanying notes to financial statements) 

-22- 
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mir** 

NDITION 

CONSOLIDATED 
TWIN REAL ESTATE 
LAKES JOINT 

INC. VENTURES 

18,458 $ 437,863 

MERIDIAN 
OLD COURT MORTGAOE OLD COURT 

JOINT 
VENTURES. INC. 

i 

ALLSTATE 
TITLE 

INVESTMENT INSURANCE INSURANCE 
'NC. GROUP. INC. COMPANY. INC. 

145,205 % 612,247 % 148,552 $ 626,498 

17,500 
1,050 

58,130 250,000 
11,411 

115,700 

52,398 ) 

52,063 

' 235,866 
364,290 ) 

76,069 

73,121 

25,704 

65,224 
1,061,171 

11,088,346 
725,300 
834,537 

6,884 94,484 

''9'83'' $ 1^1697,573 * 1,838.029 $ 884.021 $- 268.740 $ 626,498 

f 

11574 

864 



BANKER'S 
REALTY 

INC. 

BANKER'S 
APPRAISAL 
SERVICES, 

INC. 

2,538 

740 

10,347 

D. R. 
DEVELOPMENT 

YKON JOINT VENTURE 
CORPORATION INC. 

' 30,018 $ 48,202 $ 

59,368 

243,191 

66,084 

6,377 

153,288 
807,401 

3,165,409 

^ 92,664 $ 58,549 $ 

1,442 

279,359 
4,733,609 

ELIMINATIONS " 

i 1,814,851 (a) 

1,920 (a) 

13,614,770 (a) 
16,909,869 (br 

937,653 (a! 

4'441'750 * 5,014,410 $ 33,279.063 

11575 
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NSOUDATED 

18,699,776 
55,460,823 

5,270,781 
237,885,370 

7,353,193 

6,999,300 
2,647,800 
2,236,181 

531,513 
533,845 

150,000 
22,927,525 
18,901,403 

3,165.409 

:97,768.919 

f 
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OLD COURT SAVINGS AND LOAN INC 

CONSOLIDATING SCHEOUA"? SS^O, FINANCIAL CON 
JULY 31, 1984 ION 

UABIL'T'ES, ORFERRED INCOMP 

Savings accounts 
Notes payable and other t^rrowinRs 
Advances by torrowers for taxes?^ 

insurance and ground rents 
Accrued interest payable 
Accrued expenses and other liabilities 

iw>me currently payable <- erred Federal Income taxes payable 

TOTAL LIABILITIES 

DEFERRED INCOME 

SUBORDINATED DEBENTURE 

PARTNERS' CAPITAL 

MINORITY INTEREST IN SUBSIDIARIES 

STOCKHOLDERS' EQUITY: 
Guaranty stocki 

Class A 
Class B 

Additional paid-in capital 
Retained earnings, restricted (deficit) 

TOTAL STOCKHOLDERS' EQUITY 

TOTAL LIABILITIES, DEFERRED 

EQUITY AND -CKHS 

OLD COURT 
SAVINGS AND 

LOAN. INC. 

J 392,700,602 
V7,660,823 

874,914 
6,731,048 
1,769,132 

032,032 
2,381.051 

OLD COURT 
INVESTMENT 

CORPORATION 

16,423,317 

'WIN 
.A KES 
INC. 

976,621 

144,000 

1,920 

s 482,749,602 $ 17.399.938 
- 

413,105 

1,000,000 

295,526 
2,500 

174,835 
5.685.219 

6,158.080 

i_ i 145.920 

$ 
)' 

) 

t 14,000 5,300 

( 2,658.81 1 ) _/ 101,386 

S( 2,644,81 1 ) $1 96,086 ) 

^M20-767 j H,755.127 1 ^9^ 

Eliminations: 
(a) Intercompany receivables and payables 
(b) Investment in subsidiaries 

(see accompanying notes to financial statements) 
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DN 

,|S CONSOLIDATED 

'<ES ^JOWT^ OLJO?NT RT OLD COURT ALLSTATE 

vsht^hc, •wPJ* msScH 
 — PR""P, INC. COMPANY IMr 

4,000 11.462,609 $ 9,34!,220 
271'408 150,000 26,500 

1,920 1,124,328 162,481 

17,017 
221,823 

* 12.5B6,q.T7 
, _ t $ 371.823 

240,119 $ 
$ 

^ 110[fi.1R 

26,500 

300 $ 
5,000 $ 10,000 S 25,000 $ 

18G ) 
250,000 

( 7,670 672 1 345 477 /   i4Vll J 128,083 > 
„       -i •JMH)   349^998 

21 * 12,697, 

~—$ 355 477 t. 

I g^021 * 268,740 , 

599,998 

626,498 

II57S 

' 'Itia'j. 



BANKER'S n p 
BANKER'S APPRA1SAI. 

i 

REALTY 9frv^qL development 
INC YK0N JOINT VENTURE  m.  CORPORATION INC. ELIMINATIONS 

60.500 _ . e,, 1 " $ 1,814,851 (a) 4,512,442 5,133,709 

-iMOi 1 < 4,504.571 $ 5.139.709 

 1 - ' i $ 

2,000 $ 2,000 $ 
675 

40,038,061 

4,781 8,186 ( in fl7i 1 c nnn 1,920 (a) 
1.325 3,300 S.'S* 6'0°0 894,574 (a) 

j 42.749.406 

1  

$  

S 110.636 (b) 

* 88.197 (b) 

i 313,975 (b) 

24,058 45.063 ( fi9 s^i ) < > . '5 (b) 
    _S Vi'Ul I J 126,049 ) ( 9.983.226 ) fh) 

-2C'05-   47'063 ^ 62,821 ) $( 125.299 ) $f 9,669.176 ) 

$ 4'4''1'750 * 5,014,410 S 33,279.063 

11579 
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CONSOLIDATED 

i 390,885,751 
85,148,467 

874,914 
6,729,128 
3,369,827 

656,674 
2,381.051 

* 490.045.812 

t 653.224 

* 1.000.000 

88.197 ) 

i 295,526 
2,500 

174,835 
5,685.219 

j 6,158.080 

$ 497.768.919 
  r 

I 
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OLD COURT SAVINGS AND LOAN, INC. ' 
AND SUBSIDIARIES 

CONSOLIDATING SCHEDULE - STATEMENT OF INCOMI 
FOR THE YEAR ENDED JULY 31, 1984 

OLD COURT 
SAVINGS AND 

LOAN. INC. 

t 23,538,403 
8,459,907 

14,116,059 

75,932 

22,029 
12,000,000 

27,945,161 
7,750,045 
3,748.093 

INCOME 
Interest on loans 
Loan fees and service charges 
Interest on marketable securities 

and other investments 
Gain on sale of investment securities, 

net 
Equity in net (loss) of real estate 

joint ventures 
Rental income 
Other income 
Management fees 
Gain (loss) on real estate 

TOTAL INCOME (LOSS) 

EXPENSES 
Interest on savings accounts 
Interest on borrowings 
General and administrative 

TOTAL EXPENSES 

INCOME (LOSS) BEFORE PROVISION 
FOR INCOME TAXES, EQUITY IN NET 
INCOME (LOSS) OF SUBSIDIARIES, 
AND MINORITY INTEREST IN 
LOSS OF SUBSIDIARIES 

PROVISION FOR INCOME TAXES 
Current 
Deferred 

TOTAL PROVISION - INCOME TAXES 
INCOME (LOSS) BEFORE NET 

INCOME (LOSS) OF SUBSIDIARIES 
AND MINORITY INTEREST IN LOSS 
OF SUBSIDIARIES $ 16,073,000 

EQUITY IN NET INCOME (LOSS) OF 
SUBSIDIARIES ^ |Q ggg \ 

NET INCOME BEFORE MINORITY INTERE'ST ' ' 
IN LOSS OF SUBSIDIARIES J 5 229 002 

MINORITY INTEREST IN LOSS OF ' ' 
SUBSIDIARIES 

OLD COURT 
INVESTMENT 

CORPORATION 

i 128,878 

315,700 

( 169,097 ) 

86,540 

3,794,579 
$ 58.212,390 $ 4,15C.r,0'0 "Tj 

706,686 
5,880.552 

j 39.443.799' $ 6.587.238 

J « 
I 
I! 

J 1 

j 18.768.591 $( 2,430,638 ) $ 

$ 632,032 
2,063,559 

$ 2,695.591" £ 

r 

v~ 

$( 2,430,638 ) i 

( 228.319 ) 

$( 2,658,957 ) $ 

NET INCOME (LOSS) 5,229.002 U 2,658.957 ) $_ 

"1 E1lTa.li.0nS: , (see accompanying notes to financial statements) vaj Inlercompany Indome and expense i 
(b) Equity In subsidiaries -24- 
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TWIN 
LAKES 

INC. 

40.228 

CONSOLIDATED 
REAL ESTATE 

JOINT 
VENTURES 

$ 32,626 

OLD COURT 
JOINT 

VENTURES. INC. 

$ 56,315 

MERIDIAN 
MORTGAGE 

INVESTMENT 
INC. 

i 15,163 
1,181,715 

OLD COURT 
INSURANCE 

GROUP. INC. 

! 963 

ALLSTATE 
TITLE 

INSURANCE 
COMPANY. INC. 

102 

40,228 r 

5,020 

194,495 
232,243 

{ 1,100,337 ) 

300,000 

986.621 
J 242 599 j 1,196,878" F 

41,440 

42,403 

750 
750 

358,727 
644,899 

1,003,626 

% " 
301,949 

7,606,782 
j 7.908,731 

4,818 
1,010,613 165,668 

$ 1,010,613" $ 170.4"86" 
25,002 
25,002 

39'478 ^ 771'383.) 7,666,132 ) t 186,265 $(" 128,083 ) $( 25,002 ) 

17,333 $ 

$ 17.333 r 

39,478 $( 771,383 ) $( 7,666,132 ) t 168,932 $( 128,083 ) $( 25,002 ) 

( 518,908 ) 61,353 

39,478 $( 771,383 ) $( 8,185,040 ) $ 230,285 $( 128,083 ) 25,002 ) 

 42,267  - 
39'478 771,383 ) $( 8,185,040 ) $ 230.285 $( 85.816) <( 25.002 ) 

• ; - zxarm 
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MAf- M HUCHfS 
' ovr 

r «il P£ KIC* L . DC»ei RR> ',1 ' «• | I AMt 

STATF. or MARYLAND 

department or licensing and regulation 
DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 

• mi m.r>.i .. „.0 
34 m auk r i pu •r i 

!«A l. ' IM- .|.| . v.. A.l( ?m.7.407i. 
301 eS9>633r 

Charles m. pro*»h, 
(HIHCIOP 

WILLIAM s. LCCOnn ( 
O* fu 1 > |) IM | ( | ( < 

MEMORANDUM 

TO: Charles H. Brown, Jr., Director 

FROM: Joseph J. Barbera, Chief Examiner 
Thomas J. Burger, Examiner IV 
Charles f. Endres, Examiner IV 

RE: Review of Old Court Examination April 30, I98A and December 31, 1981( 

DATE: April 1, 1985 

The ®*a,,,inat'on* of Old Court Savings and Loan Association dated Apr 1 I 30, igS'i and the current examination (still in progress) as of 
December 31, igSA reveal several areas of supervisory concern. 

Throughout the examinations, deficiencies and/or regulatory vio- 
lations are noted in areas of loan underwriting, portfolio analysis, 
appraisal, accounting practices, overdrafts on N.O.W. accounts, note loan 
delinquencies and fee Income. 

Loan Underwr11 i nq: 

Underwriting proce^urev for major loans are inadequate; in fact 
t e association demands less "financial information and accepts poorer 
appraisals on majqr loans than ,It does on typical single family dweillnas. 
Ktot only are poor underwriting practices apparent, but in many instances on land development, apd acquisition .loans, little or no equity is required 
trom the borrower. 

Portfolio Analysis:' * " * 
11 ■ . I i 

Again, the examination of April 30, igSi) and the current examination 
as of December 31, 198^ indicate the majority of loans funded fall in the 
following catagorles: 

(a) Land 
;((>) Land Pex^l.oP^nt/fcquisi tion 

' ' r . 1 • " J' t » 1|»* f If. | .| 1 , 
HALTIMORC Mf Tqo I, '..-.I . 
OUTS'Of BAUTIMOPE METRO AREA TlY r ow D( .. TOLL-rRft 1.800-493.7 mi . r I J |,0 , v | . OAL1 O. A Hf A SP?.? 

O. C. MF T no • I I !>•> 
». ,1 j'* 

I . f| | • 
•1"' 1 f • i r> 

1 1 ' 1 1 n • if • "'lit 
     ! » I • • ; • ., 

• • .-i'v ln;, . • J,,. , 
• • ; f.i li 1 i t :»-• • 

1 *''' I '"it • 1 f • .15 • i » 1 - 
873 ^'9 
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^or tfpIip AnjIvs i s: (Cont.) 

(c) Construction 
(d) Commercial 
(e) Unsecured Note Loans (A major concern) 

Land Development) In larg^number!^96 .I0?"5 |Lancl' Land Acquisition and 
the United States. Financial InstitT a fVnded in many areas throughout 
vestments) states "A savings and can rt.iC,e 9:',,9•l (PriorltV of In- 

St TOrt9^S owner-occupied res^ncirthe^ la^! t0 

funding of Morfn^ge Loans (Cash Flow): 

concern IVl^Toln'l iSn'!' and DeCember' -veal grave 
that the association has undertaken? 9 t0 fUn<5 al1 nBjor P^Jects 

loans covered the foMowtng; ,0anS ^eVea, that the initial funding of said 

(bi Sti:::^::1 (in TOst cases ^ —hase) 
(c) Points (Thus funding association's income) 

of1 th^projec t65^ I t^as^noted1 tha t1 i'n ^ " construction phases acquired to be held as raw land bJ '"stances, the land was not 
n-ajor construction project. ?he fund^ r aC-U,:er 35 the firSt phase a 

development and construction phases must the 5ubsec'uent 'and 
inflows. 1 fi"' must therefore come from future cash 

nationwide S9l|citati6n and the offerFna of rif3 deposits Stained fron, 
Of the h I ghes t of fered tlirougKout the Un I °ed S ta tes 35 0f 0ne 

' icat ions. In most cases,'thesecertificlfoff by ,ead'n!3 pub- 
dura 11 on (30 days to, 6 -nonths) lea! no rh' ° deposits are of short term 
cash flucuatlons. (At present'S/ir 9 f "oc i a t lorvvul nerabl e to large 
million due within the nexf 60 days -- if'thirT Ij35 approx ima te I y $100 
new funds are npt received !' u r, 

Se func,s are not renewed or ■ ^ ecelved^Sfnou? cash f low, prob I ems will be encountered.) 
Note Loans Unsecured /Secured: ' 

highlighted during the current ? ^ act,vitV in this area was 
this type of funding ip January^nd 'F^h'n^^''f"

ab'6 -olume of' 
of particuiar concern,^' t(.15 jrea wafthe fol lo^ng: Cf S20-000.00c 

• • . n ; ,1,, . ,, 
' ' ' ^ * »»i • f * .! 11• i ; , 
! ... 

■ i" • ! • . 11: I . I 
I I r- 

ol f. 
(• I i.. ■. 

•I •? I ' 
• « hi ' .J »: 

I 
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Note Loans (Unsecured):(Cont.) 

(a) Number/Amount of these loans made to parties/Individua1s - 
also noted on mortgage loans for various development projects. 

(i) Indicates that cash flow needs for said projects are 
possibly being funded by this method. 

(Ii) Possibility also exist that in some instances, interest 
payments on mortgage loans are being met throuah this 
source. 

(b) N.O.W. account overdrafts may have been corrected also by 
Issuing note loans. 

(C) fo^^^•iCU,ar■ ,00! 0f theSe ,0anS re"ewed no financial in- formation was noted on the borrower. 

(d) :PrPTJi0f A0tf '•anS appeared to be sole responsibility of 
ar^ u! T 0r DenniS Guidace; and in fact, funds 
stat nQ0!^" "VT CaSeS SimplY by a notation on memo stating issue per Mr. Levitt or Mr. Guidace. 

Appra i saIs: 

W 'unS«r^S:'fXI™.s"PPOrtln' <« ■»"•> - 

(W " '»• 

(C) th?t iW0l',<J provide any type of absorption 
HJI *» • . 

W pr.ep.ared for estimated future sellout market 
•^'-i value as of appraisal date. 

As, example pf ^pprai^a) decrepanc ifes : 

(a) Three loans'made' during the period of August II. 1983 throuah 
Npvembp.r 1,8v 1,983. totaling $3,270,000.00 to "MSDL Partnership" 
i^ecuf;^ by convenie,nce stores" in the Buffalo region of New 
York, StjfUp.. , , , 

(1) Three different values given same property on appraisals 
dated within two days of each other by the same appraiser. 

,, (li)| Cost approach used by appraiser did not show the land 
'I' • . :■ )' CWParat^l^s ,used to derive land value. 

• • 1 .1 
1 . 

•1 .if fi.    
,' " • 11 i • •' • , • 1 ■ 

11 ■ 1 1 I 1 • • . • 
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Appraisals: (Com.) 

(m) flo™' fid T/56 t,le equity met,,0d 0r discounted cosh 
use bv tr f"1 hiS inCOme aPPr0;3Ch- Either 

to market va^ue!"^0 When d0in!, ^ appro-h 

,b, 

au^deMnes would 25'V^- ,e®ses- Generally accepted appraisal 
forS; n^e : a Lqrlre that — appr0ach be - per- 

(d) 

Old Court. gressive Savings-C Loan, now merged with 

Loan Documentafion• 

by the number o^mortgage ' f Me'exceptions aotad0f COnCern as evidenced 
30. 198^ and December 3? ■ 198^ (stnf in progress) ' exami nat ,onS °f ' 

(') April 30. 198/, - 70+ missing documents 
December 31. 198^ -- Over 200 items requested 

(g ran ted Vf rbrn'o' ■i,teTS "V* 00 0n'y a "mP'ing of loans granted fnpn] one examination period through the next.) 

Hortgaqe Instruments (in""!" that
i ;te

,T1s missing included Recorded 
longer, p'rior examjn'atio^ the ^rlga'pe fMes 6 "^thT^T- 
pos 11 ion questionable) ' title ceri-ifi,-^?,, Ij ^ making association's 
position), and, appraisalsT   ^ association have secured 

N.Q.W. Account Overdrafts: '' 
-■: 1•» • • • » 

Oecember^tgsi) W^re,,"°'^. during both examinations (April, 1984 and 

followin^lfee'^e^a'fVa:nOUntS eXiSted 0n the ^ol lowi ng dates in the 

Apr! IISB^ 51,282,357 
December, igS'i 7,862,312 

' ■ I I. 
■ • > . ; 1 1. 

I ■ ■ I 
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N.Q.W. Account Overdrafts: (Cont.) 

N 0 W ^ld C?Uri SaVln9S and Loan Assoc i a t ion' s "Rules of Accounts" for N O.W accounts does not have overdraft privlleqes and aUo f 
,0 bc lo .tco„ls „ cheeks 

amounts indtcates^he^onowl'ng^1510^ accounts sh°"ing overdraft 

(,) account?'6 ^ n0t fundS are ^"^le in said 

(2) No penalties assessed. 

(3) ahusTo^ 0,l '"^r065' n0 ^9nature/slgnature card is on file - (Thus, no author party to draw checks); yet checks are processed. 

internal con trol accoun ts , ^1'00 ^ 001 adherin9 to their own 

through these overdraf trtoP| nd ! v Mua I s/pro^ec ts S fUndS are bein9 supplied 

need" without proper unde^r'lting ^lewP 1 " " ' meanS 0f "£«LiWcash 

Example of Above: 
" ' .i■ ?- • • 

Partnership. Cat vert'^an^Redwood'^L' Calvert and Redwood Limited 
Deed of Trust recorded 7n BafrTmn' ' r P^tnershiP a borrower on a 

"• "B3"Lib" 

«.o.w, ksjs ?.«>• •• .-M™. .. 
is observed: ' ' 1 ' and Redwc>od Umlted Partnership, the following 

loan History: ' '' "I'1 

Pate , Interest Payment 

3/09/8') 

5/iom 
6/11/S^ 

?26.>80 62 ( 
2 7,986.18 , 
28,125:00   " 

N.O.W. Account History 64-200082-2: 

Debit Date Amount Check No. 

3/12/84 
4/11/84 
5/11/84 
6/12/84 

$26,180.62 
27,986.18 
28,125.00 
30,138.82 

24400 
26300 
29400 
0328 

   .. ■ 
'. • • • I • ■ • f t «• I . | . 

• m• • 1 • < j | • ., 

f . i f | 
•*11.i i 1 

1 1 M ' » ! ' 1 

.. 1 ■ 1.■ 

I • . M 
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H.O.W. Account Overdrafts: (Co n t.) 

z?;,'™ ■'Sh™" — 
Income: 

in ,ar9e net f°r 

(') rpro^"'"6 Peri^ endin9 Ap^i, 30> ,98i,. the association 
Portion o?Pth0Xlmr y $6'666'000 in 'oan fees -- A substantial portion of these fees were taken out of loan fees. (Thus, the 
association has funded its own income.) Ji 

(2) fr0mf|0ahn nro^ eXamination. thi5 Practice of generating income from loan proceeds continues -- Thus. Iitfie r 
source. cash from an outside 

De I i nquency: 

were noted: '^oS, the following delinquencies 
" • :M • M ... 

'"y' >.b.r Pri nc I p. I B.l.n.. 
30 to,'59.''     ■ •• /.-.i - •• i,. , 
60 to 89' ' ,,i')    ,!i i S1*, '52,^73 
90 to 119 n 2,207.833 
120 or more -jr I .113. 27^ 

-pfl 3.^86.890 
i ifii . ■ -ilA i $10,960,^70 

TotaIs: i I ! I... ...... 
' • ' . '• I'.II. 

cxpr,ssL i"Vr(ly).S'T1' - ' Com, s*""" !■« fully 

•7924 
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Maryland Savings-Share Insurance Corporation \-i 

Charles C. Hogg. II 

March 22, 1985 

Mr. Jeffrey A. Levitt 

President 
Old Court Savings & Loan, Inc. 
16 s. Calvert Street 

Baltimore, Maryland 21202 

Dear Mr. Levitt: 

of Maryland Savings-Sharr^nf1"9 ? the Board of Directors 
February 27 1985 ittit Insuran^e Corporation ("MSSIC") on 
Savings & Loan lAc t0 the Board that 01d Court 
MSSIC Rules and Regulitions r^ss^C^Spn? v^lat:ion of numerous 
the following violSions Sere noted: * ^ In 

principal balance^f^Id^ourt'c1^85' th^ f^re9at:e outstanding 
unimproved land ?oaL was^^l'orursa^Aaf115^^'1011 and 

tutes a violation of Section 3-217(A)Sof^ S^s^es^5'1" 

principal balance^f^Id^ourt: 1985' the aggregate outstanding 
of its savings? which constitut-pc; anS VCt^0n loans was 30 •79* 
3-217(A)(i) Of MSSIC's Rules eolation of Section 

NOW accounts had o^erdra^in'the9^ 403 0f 01d CoUrt,s 7'125 
$9,926,570. At least 30 of cJS ^gregate amount of 

draWH Kn the a99regate amount of OVer~ owned by officers or directors of old ® accounts 
such officers or directors rom^ar,- Court, family members of 
cers or directors or o^r'^ P e! controlled by such offi- 
control Old Court (collectivelv^cnm-0 fjfectly or indirectly 
overdraws in the NW accSSn^ JwnS S 0illng fersons")- The 
stitute unsecured loans from nid r ¥ Controllin9 Persons con- 
sons, and theref ore vioiate (a) Sect ion 9 S? ^rolling Per- 
9-323(e) of the Financial . 307 and/0r Section 
Code of Maryland ( Financial 0f Stated 
Section 43(B)(3) of the Rule^ nf rh* n™? ^rt:icle ) and (b) 
Loan Associations ("Division's Rules") 1V1?v!0n 0f,Savin9s and 
Sections 9-307 and 9-323fe? nf I■ ) ' Th? v;Lolations of 
Article and Section 43?bW^ ^ !?k Fi;nancial Institutions 
Violations of Section 3-214 of MSSIC' sVRules. S RUleS consti,:ut« 

11 IB 82 879 
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•Mir ■ Jeffrey A. 
March 22,1985 
Page 2 

Levitt 

least 20 31, 1985' 01d Court had at 
still outstanding. Such loans'had"^^™1"9 !e,rsons.which were 
pal balance of $5 787 979 f aggregate unpaid princi- 
violate (a) Section 9-Io?'an2/ f?cego'ng ""secured note loans 
cial Institutions Article and J0" Finan- 
sion's Rules. The violation^ of 43(B)<3) of the Divi- 
the Financial Institwi^s Cti02S 9-307 and 9-323(e) of 
Division's Rules constitSte'^^1?- se«lon 43(B)(3) of the 
MSSIC's Rules. violations of Section 3-214 of 

sive management^consultina subsid;iaJles have paid exces- 
Persons. During ?fi ??n J1"11" feeS t0 Controlling 
similar fees were naiH +-A t ** management, consulting or 
$630,000 in management cons^tfL^ LeVit?- 
Levitt PearIstein Manaapmpnt-' r 0r Slmilar fees were paid to 
ment, consulting or similar fep^w^7' and $230'000 in manage- 
Investments. tL parent of pv™ ® P?ld t0 Pea^stein Levitt 
lates Section 43(A) of ^hp rv ssive fees, as aforesaid, vio- 
lates Sect ion 3-2?4 of RUle£' and therefore vio- 

unsecured loansUinnthp9flarT Court refinanced delinquent 
$1,000,000, thereby avoidino^he amount of at least 
delinquencies to MSS?C and to discl ose such 
lection activity aqfins? ?hP h. 9 ^ need' t0 institute col- 
stitutes an unsafe and unco orrowers- Such refinancing con- 
3-214 of MSSIC' s Rules. Un Pract:ice which violates Section 

loans", as defined in^ection^g^nf t:t-hadn • nunieroVs "consumer 
were not supported by adecruatp h Division's Rules, which 
properly do?^enr"cLs^ ioan!«U,n®nfatlon- The failure t0 

the Division's Rules^ tZ thlr^rJ101^ Section 49(C) of 
MSSIC's Rules. ' erefore violates Section 3-214 of 

adequate, qualifie^management^^lass^A^ operat:ed wi^hout 
which performed Old CoSr?^7xuHir1.t Associates, P.A.. 
1984, noted in its lette£ to'rt*u*f yfar ended July 31' 
February 9, 1985 (the m oard of Old Court dated 
result of our audit we feel that^hf' Letter"> that "as a 
it presently exists is nnt- management structure as 
control the operation." The f^n t0 e^fect:ively operate and 
fied management constitutec: f to have adequate, quali- 
Which violates Sect ion 3-214 of MSSIC' ^Rules01""' PraCtiCe 

monthly general1?is?altrecorr??iSte!?tly failed to £ile i" RBO 
before the l5th day o thf^nth"^?11^-200A2 Vlth MSSIC 0n 

y uj. tne month following the month for which 



Mr. Jeffrey A. Levitt 
March 22,1985 
Page 3 

r-horoi- timely fashion, and no waiver with respect thereto was available or granted The failnrl ^ ^ 

^ timely fashion 

i>cludal aCbOUnting9co""0in^d9n^e?ousCdefLienciesrn 0f 

SiliiP pS'S=.*a. 

th- Division "Rules00^1^63/ violation °f Section 5<B) of 
MSSIC s Rules therefore v^lates Section 3-214 of 

12. During 1984, Old Court made numerous loan^ wirh 

net- ^ziiit^drrzn- ^ ". 

t'hf^m » ^ ^~otl in 
waits Ai? servio4 "c) loan Tn ?h»n Novembet 2- 1984 to Jeff 6 
September 4, 1984 to Michael Sil^lr ?d? lofn ^h00 made 0n 

J5,000,000 made on October 4 i9fi! \in 6 amount: of 

Partnership, and (e?"San ^'the^moCnt" 
June 14. 1984 to 80 « Tracks Limited Par?nershin ■ 

Accounting". Accordinaiv ? the heading Joint Venture 

^^rrin^oVu'has ' 
control over accounting and record keeoina in'l maint;ain ooi 

^--"res 8SJ 
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Mr. Jeffrey A. Levitt 
March 22,1985 
Page 4 

srs J&S&SrkNSS s*.® fivesss 

cecorded. The failure to institute^dem'11?115 Ue're n0t Pr0Petly 
tain proper documentarinn adequate controls and main- 
actions MMtitwIs M "S9 " flnancial market trans- 
lates section 3-214 o? MSSIC s RulesSOUn Which vio- 

Ssrs0?rSiS2!e,#9,inSt 01d C°U"0 -leMio'nl-li^A, of 

set forth^ereln"^""^111"05 notice « y°u ot the charges 
attend a hearing'to be helTaro^fL^It" 
Monday, Aoril ?? iqr=; , li--Lces y.30 a.m. on 
«thit t?£ i\k £?ci it %%£ 

herein"old0CoSrtnwiliaSe 0r 311 ^ the MSSIC Rules described 
such v ola?ion " anv acti^?^red ?°.««e-and-desist from any 
Such order may rec^iL mri r y "suitln9 ln s"ch violation, 
employees ^.glSs to cease-I^!S«,?t? ?irectocs' "facers. 
and activities and furthprmnro desist from such violations 
persons to take affirmative act ionTo^r JeJt^he001"^ • ^ SUCh 

resulting from any such violation or activity. condltion 

that we cai^discuss^hfs'matterat earlieSt convenience so 

Very truly yours, 

CCH/leb 
0095D 
cc: Jerome S. Cardin, Esquire 

Mr. Dennis Guidice 
Mr. Charles H. Brown, Jr &QO 
Terry F. Hall, Esquire ' 



THIS OPERATING AGREEMENT, made this Z?AA 

^ ™ '»-« »«»»«»»» , y 

corporation ("old court") » ^ u • INC., a Maryland 

CORPORATION, a Maryland ' "VINGS-SHARE XNSURANCE 
"aryland corporation ("MSSIC"). 

WHEREAS, on February 27, i985 th D 

of MSSIC voted to initiate ' 9 d ^ Directors 

suant to section 3-:;;;;; 0rr
dln9s a9ainst oid cou"— 

("MSSIC's Rules", and d. 
SSIC S RUleS and "^lotions 

65 ) and directed MSSIC's staff ^ • 

^ Wi«e notice of its action; ^ C0Urt 

to Old CouTtTiitteVlllT" Mar0h 22' 1985' MSSIC dellVe^ 

-s. a copy of ::h rLT:"vioiationE -— 

—, t. aforesaias Exwbit fl; 

attend a hearing to he held « the ^ COU" 

1985; and *** 0f MSSIC <"> April 22. 

"HEREAS. Old Court, in an , 

oerns of MSSIC but without ad • "solve the con- 

contained in the af 'I'lttln9 any ^ the ane9ations « the aforementioned March 22 i98, , „ 

agreed to enter ini- ' letter has 

— - -ic has in iieu - - 

11 IB 8 3 
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I 

NOW. THEREFORE, THIS AGREEMENT WITNESSETH THAT foe 

-d in consideration of the poises and other good and valu- 

able consideration, the receipt and sufficiency of which are 

hereby acknowledged, the parties hereto do hereby agree as 

follows: 

1" AND AGRFFMFMTg oF 

Throughout the entire tern, of this Agreement. Old 

ourt covenants and agrees to comply with each of the following 

terms, covenants and conditions: 

(a) Old court shall not make any construction 

loans, or commitments therefor, without MSSIC's prior written 

consent (which consent shall not be unreasonably withheld) 

until such time as Old Court is in fim ^ t 
is m full compliance with the 

provisions of Sections 3-217(A) and 3-217(A)(l, of MSSIC's 

Kules; provided, however. that old Court shall have the right 

to honor the comments listed in Exhibit B attached hereto 

"^^"S Which were issued prior to March 22. 19,5. 

(b) Old Court shall not make any "commercial- 

loans, as that term is defined in the Rules of the Division of 

a-ngs and Loan Associations ("Division's Rules",. or com- 

mitments therefor, without MSSIC's prior written consent (which 

consent shall not be unreasonably withheld, until such time as 

Court x, in full compliance with the provisions of Section 

3-»7(A, of MSSIC's Rules; provided, however, that old Court 

Shall have the right to honor the comments listed in Exhibit 

attached hereto, being co^itments which were issued prior to ' 

March 22, 1985. 

83A 
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(c) Old Court Shan not roake any unimproved land 

<>«».. or commitments therefor, without prior written 

sent (which consent shall not be unreasonably withheld) 

1 such time as Old Court is in full compliance with the 

provisions of Section 3 ai7<A> of MSSIC's Rules; provided, how- 

r: r01d court sha11 ^ 
sted m Exhibit D attached hereto, being commitments 

were issued prior to March 22. 1985. 

<d) Old Court shall collect all existing over- 

raws of NOW accounts and checking accounts by Jeffrey A 

Levitt and/or Allan Pearlsi-^i^ ^ . 
* any family members of Jeffrey 

- Levitt or Alan Pearlstein, ^ ^ 

e -ey , Levitt and/or ^ ^ ^ 

efforts to conect all other existing overdraws of N0W accounts 

and checking accounts, and shall either write off any such 

overdraws which are not collected within thirty (30, days fol- 

o«ng the date hereof or provide a specific reserve therefor. 

<e> Old Court shall „oc honor any £utlJre ^ 

draws of NOW accounts or checking 
or cnecking accounts unless same are 

permitted in accordance with a plan or procedure previously 

approved by mssxc. „„der no circumstances shall old Court 

honor any overdraws of Now accounts or checkina 

,r. cnecKing accounts bv 

officers or directors of Old Court f •, 
• family members of such 

^ s or directnrc 

' COrapanies controlled by such officers or 

885 2311-9 
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-"rectors, or any other persons who directly or i „■ 

trol Wd Court r™,, ■ <"«ctly or indirectly con- 
(collectively "Controlling Persons"> i 

fully comply „ith fhc 
9 SOnS ' unless 

and ,.3,3. . applicable provisions of Sections 9-307 
Of the Financial Institutions Article of the a 

tated Code of •. , ticie of the Anno- 

Any ne • 7 ^ (the rinancia:l Institutions Article") ed overdraws of KOW acoounts or checki '' 

shall bear interest Peking accounts 

ral:e 0f equal to fifteen 
Percent (m, per annui, 

(f) 01d Court shall colleri- a1v 

loans due by Jeffrey A r • "nwcured note etfrey A. Levitt and/or Allan Pearlst^in 

family roe^ers of Jeffrev . , • Pe«l«ein. any 
Jeffrey A. Levitt or Allan Pearlstein 

any companies controlled by Jeffrey A Le • 

Pearlstein „i,h- " and/0r A11« within ten (10) dav<; fr,n 

-n use its best efforts to ^ 

such z;::::: and shan eithec write off any 

loving the date hereof or providT.'"spT^^^ ^ ^ 

specific reserve therefor 

9 01d COUrt sha11 not make any future 
"secured note loans, and shall not ref 

- « unless same are in accord:::;;; ^ ^ 

7- -—*««and.i::1:;pre- 

Old Courl\aT ASS0Clati0nS- ^ n° ^-umstances shaH 

Of Old court " ^ ^ ^ -so, 

(h) old Court shall r>^«- 

sulting, brokerage, finder's • • ^ ^ managenient' con- 

entity without the • 0r Slmilar feeS to any Person or 060 1 wicnout the prior written    OOO 
ntten consent of mssic; provided, 

4 23 mn 
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however, that the provisions of this Section l(h, shall 

apply to rn t-hQ Shall not v i/ the payment of leaai /->»- 
egal or accountinq fees t-n = 

person or entit-v • any 

not limited to. Ca^inTclT.l^Yui) 

of consulting fees i-n r k Payment 
9 fees to John D. Faulkner. Jr.. Dr. 

Dietrich and H f n   
E* Connor, Jr., m.D. 

Old Court shall 

sible. institute '' 600n 86 re'sonably Pos- 
a new management structure in . k 

accordance with substantial 
he recornn'endations set forth in thaf 

letter dated February 9 1985 f , Certain 

Old Court (the "Gl " " & Ass°<=«tes. P.A. to (the Glass Management Letter") „ 

attached hereto as Exhibit e. ' ^ " 

fiscal {3> 01d COUrt Sha11 file 311 ™y general fiscal reports (Form S/L_200A) in acco J 

sions of — -„3W of MSSIC.s Ruies;
with 

<k) 01d Coui:t: shall use its best off 
rect immediately the rtof • fforts to cor- tely the deficiencies in its internal =, 

control system which resulted in the probl ' 

Glass Management Letter and Ascribed in the 

- - each month dulg tl ^ ^ ^ fir" 

taken to correct said deficiencies. ^ haVe ^ 

Old Court <;haii 

- — of accounts with ZLZT* ^ ^ ^ 

opment and construction loans and related t 
aC^1Sltl0n' deVel- 

r*s Of account shall properly re tran"«l0- ^ 

V- operiy recognize future tax i^k^t ties and properly recognize fee income. 

887 
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<"» Old Court shall not make any loan unlp 

connection therp^i^ ^ unless. in 
Court has complied with all 

ate underwrifinrr ^ ^ aPPropri- 

not limited to n Umentati0n including. ^ 

r:bie requirements set- - 

sion's Rules J u ' " ^ ^ 
•« requirements established by mssic. 

connection therewith. cZZ TtoriZ 17 ^ ^ " 

Court, has reviewed and a ' COUnSel f0r 01d 

e ed and approved all documentnr-i 

ment. ocuments prior to settle- 

(o) Old Court Shan not make any loans to 

Controlling Person of old Court without the 

wxcnout the prior wri 

ent of the Director of the Division of s • 

Associations oiri r avings and Loan Old court shall notify mssic in • • 

such loan within , Vr;Ltlng 0f any wirnm seven (7) davc f«n 
7 f0ll0Wlng the ^king thereof. 

(p) Old Court shall not- 

market transact-i erigage in any financial ons unless, m connection therewith the 

of Directors of old Court hp d 

actions are properly dT ^ ^ — 
P operly documented and recorded. 

(<l) Old Court <;hall 

a legal audit of all cu C0UnSel to ^duct 
0t a11 current loan files of mn „ 

cause a copy of such 1^ OUrt' and Sha11 

Baetier and „ aUdit " ^ ^ 
Howard, counsel for MSSIC with' 

following the com i 'in ten (10) days 9 the completion thereof, such i«„ 1 

completed bv n , 98 aUdlt sha11 be P eted by no later than July 31 19a* 

consented to by MSSIC h ' " Uter « 

sonably withheld. ' SUCh COn6ent to be unrea- 888 
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(r) Old Court shall immediately cause a review 

its financial statements to be performed, at Old Court's 

expense, by an accountant or an accounting firm satisfactory to 

"SSIC or. in the alternative, if old Court so elects, old Court 

shall have the right to Mediately deliver to an accountant or 

an accounting £irm satisfactory to HSSIC all vor* papers relat- 

ing to Old court's most recent audit. The cost of any review 

of said work papers by such accounting firm 6han be at 0M 

Court's expense. 

(6) Without the prior written consent of MSSIC ' 

which consent shall not be unreasonably withheld. Old Court 

shall not invest in any joint venture to which old Court has 

not made a loan. Furthermore. Old Court shall not invest in 

«y Joint venture (including those to which Old Court has made 

a loan, unless Old Court or one of its subsidiaries has the 

right to receive appropriate monthly operating reports relating 

thereto (it being understood that old Court or one of its sub- 

sidiaries Shall at all times use good faith efforts to enforce 

such rights). Attached hereto as Exhibit F is a list of all 

joint ventures in which Old Court or any of its subsidiaries 

has currently invested. 

(t) Old Court shall not invest in. or make any 

loan to. any subsidiary of Old Court without the prior written 

consent of MSSrc (which consent shall not be unreasonably with- 

held) until such time as Old Court is in * n 
uia court is in full compliance with 

the provisions of Section 34 o£ the Division's Rules. 

SS3 
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(U) Old Court shall establish, and thereafter 

implement, a business plan for the overall operation of Old 

Court which shall be satisfactory to MSSIC. An initial draft 

Of such plan shall be delivered to MSSIC within one hundred 

twenty days foUowin, the date hereof. A flnai plan must 

be established within one hundred eighty (leo) days following 

the date hereof, unless such period shall be extended with 

«SSIC'S consent, which consent shall not be unreasonably 

withheld. 

(V) If the aggregate liabilities of Old Court 

shall increase by more than ten percent (10%) during the twelve 

month period commencing on May 1 igss 
^ nay i, iggs, the net worth of old 

Court sh<ill . crease by an amount equal to 4.66% of any such 

excess. 

<w) Old Court shall submit to MSSIC, within 

twenty (20) days following the date hereof, its advertising 

budget and advertising plans for the next three (3, months, and 

thereafter shall submit such a budget and plans « three_month 

intervals. Old Court shall not engage in any advertising 

unless same is in accordance with a plan previously approved in 

writing by MSSIC. 

(X) Old Court shall immediately cause a person 

acceptable to Mssrc to be elected to its Board of Directors 

and shall keep such person, or any replacement thereof accept- 

able to MSSIC, on the Board at all times during the term 

hereof, it is recognized that, as of the date hereof, old 

Court has complied with this provision. 

8 231*4 
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(y) Old Court shall deliver to MSSIC copies of 

all reports, recommendations, analyses and similar documents 

prepared by any consultant retained by Old Court within seven 

(7) days following Old Court's receipt of same. 

<z) Old Court shall, within ten (10) days fol- 

lowing, th. date hereof, submit to the Director of the Division 

of Savings and Loan Associations (the "Director"), for his 

approval, all loans previously made by Old Court to Controlling 

Persons in violation of Sections 9-307 or 9-323(e) of the 

Financial Institutions Article, if the Director does not 

approve such loans within thirty (30) days following submission 

to him. Old Court shall, at HSSIC's request, immediately divest 

itself of any unapproved loan or loans. 

2• TERM OF AGREEMENT■ 

This Agreement shall continue for a period of six 

(6) months or until such time as old Court shall be in fun 

compliance with all Maryland laws. MSSIC Rules and Division 

Rules, whichever is later. 

3. REMEDIES OF MSSTP 

If Old Court shall at any time be in default in 

the performance of any of its covenants or agreements set forth 

in Section 1 hereof, and such default shall not have been cured 

Within ten do, days foUowing receipt by Old Court of notice 

thereof. MSSIC shall have the right to (a, issue a temporary 

order under Section 3-222(B> of MSSIC's Rules requiring Old 

Court to cease-and-desist from such default, (b) require the 
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rrr." "•* '*-• •• 

r"»•«« 

su h < aVe ln laW 0r ln e9Uity' and the exer=i^ of any 

r 0r -» - P-uae the exercise of ^ 

' forth^ £Urtheran0e 0£ the e,teroise by MSSIC pf the rights 

and agrees ThaTr" ^ 01d COUrt 

any uncured default by Old Court in the perfor 

;:r;;any o£ its co~s - ~ - -th 

Msc0fof shan constitute 9romds-—* 

3 Z: order under Section 

th • MSSIC S RUleS' and 01d C0Urt hereby acquiesces in 
issuance of any such cease-and-desist order. 

^■ forebearance by MSSIC 

cease and d Sha11 •" existing nd-desist proceedings relating to Old Court, provided 

however, that MSSIC shall have the right to ■ ■ 

an/, . . right to institute cease- 
esist proceedings under Section 3 hereof and 

* ,, "cteor, and provided 
J-er that MSSXC shall have the right to institute cease- 

J desist proceedings with respect to any violations of 

MSSIC' S k 
n0t de5Cribed hereln ^ h—" ""Mn SSIC s knowledge. 

^ miscellaneous. 

(a) No failure on the pact of MSCTr- ► 

and no delay in exercising, any right „ eXetC1Se' 

-der shall operate as . 7 9ht' POUer 0r P"vll^e here- 
as a waiver thereof; nor shall any single 

892 
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^ partial exercise of any right, power or privile 

preclude any other or further - • he^under 

- other right D0 
6X61:0156 theCe0f » ^ 9 t' Pouer or privilege. 

(b, Heither «SSIC nor any o£ lt- off. 
agents or officers, or employees shall be * 

omitted to be taken by it or them ^ aCtl0n taken ^ 

connection therewith . fl9reement- " - v-nerewith, except for its or <.»,«• 

Ssnce oc uiJifm misconduct OU c " 

«•« l.™.« ,,slc , " """ " >"•■--11, 

-—.J;, i;;;;;;,-'™- - - 

Power herein conferred „ 307 right: or 

erred upon MSSIC, exceni- =0 ^ 
except as aforesaid. 

hereunder shan be 01 ^ COm,Unlcatio^ 

——.b;— 

addresses: following 

TO OLD COURT: 

S^cKsr^-lnc- 
Altn-"10^' 21202 Mr. Jeffrey A. Levitt 

TO THE SHAREHOLDERS OF OLD COURT: 

end'of this^greementf 0rth at 

2-3i 

893 

K-. 

11 



• ■ r.. 

0102D 

TO MSSIC: 

Maryland Savings-Share Insurance 
Corporation 

114 East Lexington Street 
Suite 602 
Baltimore, Maryland 21202 
Attn: Mr. Charles C. Hogg, n 

<d) All covenants and agreements set forth in 

Section i hereof .hall apply not only to Old Court, but to each 

and every subsidiary of Old Court. ' 

(e) Whenever the consent of MSSIC is required 

herein, such consent may be given by either the President or 

the Vice President of MSSIC. and it shall not be necessary to 

refer the matter to the Board of Directors of MSSIC. 

WITNESS the following hands and seals as of the day 

and year first above written. 

ATTEST: 
OLD COURT SAVINGS & LOAN,- INC. 

(SEAL) 

MARYLAND SAVINGS-SHARE INSURANCE 
CORPORATION 

The undersigned LCP Corp.. being the sole shareholder 

of Old court, and Jeffery A. Levitt. Allan Pearlstein. Jero.e 

S. Cardin and the Light Street Partnership, being all of the 

233" S 
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shareholders of LCP corp.. hereby join in the of 

Agreement for the sole purpose of (i, acknowledging and agree- 

Perform their obligations under Section 3(b) hereof (if 

applicable) and (ii) agreeing that they shall not sell, trans- 

"Sign or encu^er their «oclt in 01d Court or Lcp ^ 

as applicable, without the crior 
prior written consent of MSSIC. 

LCP CORP. 

(SEAL) 

(SEAL) 

C/jnc/ Court Savings 6 Loan. 

16 South Calvert Street 
Baltimore, Maryland 21202 

Allan Pearlstein (SEAL) 

C/Incld C0Urt Savin<3s & Loan, 
16 South Calvert Street 
Baltimore, Maryland 21202 

Jerpme s. Cardin 
Cardin 6, Cardin, P.a. 
6615 Reisterstown Road 
Suite 301 

Baltimore, Maryland 21215 

 (SEAL) 

835 2-3-1'" 9 
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LIGHT STREET PARTNERSHIP 

By: Allan Pearl-sfein, Partner 

By: <SEA« Karo1 Levitt, Partner 

231-60 
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EXECUTIVE SESSION 
Fe brua ry , 1^3 

Mr. Charles Hogg and Mr, Martin Becker of MSSIC aiiended the Executive 
Session of the Board meeting. 

Merrltt Commercial Savings and Loan Association 

Mr. FitzGerald asked Mr. Brown if he received the signed leases from Mr. 
Klein for the various Merrltt projects? Mr. Brown stated that the Division 
received the package Mr. Klein left last week and a letter in reference to 
Ocean City. The Board asked Mr. Brown to contact Mr. Klein to obtain copies 
of the leases on the various projects. 

Mr. Stocksdale raised the question concerning the project that was do- 
nated to the association and which Is being Included as part of net worth. 
Mr. Brown stated that Keron Harbour In Ocean City was pledged to the asso- 
ciation ajcollateral for a loan, and that subsequently the owner, Mr. Klein, 
donated it to the association. The donated value of $5 million represents 
the appraised value less the outstanding leans against It. The appraisal 
was $23 million. Mr. Stocksdale felt that the Board should take a harder 
100k at these appraisals Involving donated assets. 

.Mr. Stocksdale stated that according to various newspaper articles In 
reference to the current rental market for downtown office space>;here appears 
to be a surplus of space for the next two to three years. He felt that this 
would have an adverse Impact on the appraised value of these' bul1dlngs. 

There was a discussion of associations Investing as the owners.as op- 
posed to being a lending lnstItution^in these building projects. The Board 
also discussed the possibility of limiting this type of activity- Mr. 
LeCompte stated that the Federal Hoa>e Loan Bank had just Issued Its final 
rule on Direct Investment for federal associations which could be reviewed 

-'Tor possible limitations. 

The Board asked that staff provide them with a copy of the federal 
Direct Investment rule for consideration at next month's meeting. 

Legls1 at Ion 

Mr. Brown stated that our agency presently has a total of eight bills In 
the Legislature. There are\four bills In the House and four companion bills 
In the Senate. Mr. Glsriel and he had testified In the Senate and Bill 
LeCompte testified on the House Bills. He added that Ira Cooke representing 
1? stock chartered associations had testified In opposition to certain 
language in the bills. Mr.Brown reminded the Board that it was Mr. Cooke 
who testified on an amendment to HE 28^ in the 1963 session which resulted 
in the passage of §9"^19 (c)— the federal parity issue. 

IIIBC4 
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o^nt coutd L ^ he had met Wlth ,ra Cookc to s« ,f ^ agree- 
J reached with respect to possible amendments to the bills. This 

:™9w ti0
t 

e ;dV,"b,e
t« the Senate Finance Co^Ittee expressed ' 

h°3 I0reed « £
th« ^"S^e 'n these bills. He stated that he and Ira Cooke 

rn ™ f r certain amendments to the bills and these amendments were given 
AitornercJ0r n* C?mm,ttce and counsel for the House ConvT,Ittce. The 

. ^ f" * 0[f'cc *'50 wanted an amendment concerning a cease and de- 

unn lul ^ ^ r?'t C,'irlfy th*t ^ I" . fInaI order 
hfr.fr ? ^ ' a:",rt 0r<i<ir lf """"O'. Mr. GIsrIel said that had got ten fra Cooke to agree to this amendment also. 

to DasI'th^MH tha! he WaS encoura9ed that both cofrml ttees are going 
0° the fln.r f'.KVr l1 " the had Sh0wn the 60-mInute program 
cerMno itf? Ne^aska Insurance fund. Charles Hogg did testify con- 
struct ^he Nebraska *"<* the resources and t cture of HSSIC. Both Bob Frlerson and Alan Barr did a good job of testl- 

00 thc ^9®' conflict and antitrust problems facing this Board. 

Mr GIsrIel Informed the Board that he had also spoke with Johnnie Johnson, 
the Governor's Chief of Staff.about these bills. Mr. Johnson stated that tbey 

of'ucIL '? t^e5e b!!'S' Thc nftXt day D*n M'nn'ck of the Department 
hi x »!?.?? called hlmand stated that the administration Is be- 
^mc k ^ Hr-rG!Sr?e1 -itated_that h^ also brought up the Droblem the ^-Lo£L_ha5 wlthj^taj^Wng examiners and ask,for help with the budq^TT^UITt It 

I t d]^ nQ1^550S27-Kr. Brown stated that DIanc~Kl rchenbauer, 
who was vice chairman of the summer task force Is really concerttyd-^ltoirr-Our 1 
staf flng problems. Delegate Klrchenbauer asked him about the additional 
examlner.s and the upg rad I ngj and was upset that there would be no additional 
positions or salary upgrades In our budget. Mr. Brown stated that he subse- 
quently received a call to be down In the House Building at A p.m. on Friday ■ 

ast week with thc Bank Commissioner and the Commissioner of Consumer Credit 
to meet with John O'Brien. Secretary of Pfir^nnn>l Mene Rehrmann of the Sub- 
committee of the House Budget and Appropriations Conynittee and Diane Kirchenbauer 
or the House Economic KattersvCommittee had set up this meeting. Also in 
attendance were Garry Alexander of the House Budget and Appropriations Com- 
m ttee. ''^othy Maloney, Chairman of the House Budget and Appropriations Com- 

ittee and Hike Glass of the Department of Personnel. 

89b 
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O'BrUn'J'T1 Sta^ed that he was spokesman for the group. He informed Mr. 
some barL 1 e nee o Our agency to have qualified examiners and gave him 
sZath k USl:y and 0ur a9enCy- stated that he 
JmM 2e^vJ';th us' however in considering upgrading our staff, that all s.mlar aud.t.ng type positions in the State Government would have to be 

r;Aer^ 9':e hiS ,><;,■SOna, th.. our :,I?nn9 situation would be addressed in next years budget. 

Old Court Savings and Loan. Inc. 

Mr. Brown stated that Old Court Is scKedu-led to be the next Institution 

t™ posjDoned'unHri.^!^ "nCernIn9 the i r ^ ope ra 11 on . He asked that 
;lr responses to 

our VxaTrTITraTronT' Mr. Brown noted that based upon their growth andSmedtr 
coverage of some large projects that they arc Involved In. wc have already 
started another examination of Old Court. 

Hr: St0^sdale asked If the Division Is sble to track soch things such 

nltion Mr^rltT ix rep,,ed that thl!i ^ P^t of the exami- nation Mr. FitzCerald asked If subsidiaries are examined as well as the 
parent? As an example, he referenced an Insurance subsidiary and also ques- 
tioned whether our examiners are qualified to evaluate such an activity. Mr. 
LeCompte staled that with respect to activities such as Insurance, the service 
corporations act as an agent, not the Insurer, so there U little Investment 

exposure Also service corporations acting as an Insurance agency would 
have to be Icensed and regulated by the State Insurance Commissioner. He 
noted that In the case of Old Court, they have purchased Schaftel Insurance 

.-Company for reportedly $3-5 million, which Old Court states still leaves ther, 
within our 2* aggregate Investment limitation in service corporations. 

Liberty Savings and Loan 

Mr. FitzGerald asked if the Frank Peach situation had been straighten 
out? Mr LeCompte stated that Frank Peach's trial was recently concluded 
and Mr. Peach had submitted what is referred to as an "A1ford" plea whereby 
he does not plead guilty to the specific charges but admits that the State 

has sufficient evidence to cortvict him. Mr. Peach was sentenced to 90 days 
In j a I 1 and to pay restitution of $75,630 to Liberty. 

Mr. Stocksdale asked if the Division felt comfortable about Liberty, 
and he noted that they are spending a lot of money on advertising when they 
have little net worth. Mr. Brown stated that they have issued a subordinated 
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9rowihT, UC°7!e ''f'" that this adve r. i s i ng Is no, bein9 done for 
of rL'.^' h, ■ t ^ ,0 of'SCt """t.d wi thdraws .s , result th< Averse publicity from the Frank Peach trial. 

Reapppjntment of Board Hembers 

appointmen^of £/*■ 

s^^o^r^ ^:0Boa
P
rd?r f"PPOi,n-"t' h" Indlcated that he ^'id H.e to 

New Legislation - HB1609 

"MSSIC Ad^TTu? nf \ Conne' ' V recently Introduced a bill entitled 
or member assocljit I 'osure which v^uld require all advertising of MSSIC, 
Maryland ons^to state that they are not backed by the State of 

r;. g cement to withdraw the bill and to talk about the Issue. 

Accounting Task Force Proposed Regulations 

Mr Brown stated that-with the Board's materTals were foroooc^ 

over Jh^nd'tf'th "'h'd' AcCOU''tl"S ^ask Force. He asked the Board to look 
to answer any questions* ' Hr' Vo99 a"d hr ■ B"ter are both here 

resoonl/t^.^ Ho99 ^ HSSIC has already adopted them? Mr. Ko9g responded that their Board has and they are now out for co^nt. 

a future i^Uns"^ lhit "3U,d th"e pr0'>0"d ^ulations at 

New Charter ^ 

Kinsley Savings Association 

this Rol '•cCo^pte that Kinsley has been given preliminary approval by 
^'ror! !, fT* ' lhat time' Milt0n Schneidern^nf who was the 
involved PTr!,0n f'nanJ,a and ^as ^ be ^jor stockholder is no longer 
unde r s t and ^ 'produced. The people that we 

w be bjy,n9 the majority of the stock are Robert Cibbs. who was 
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Gerald Klein's partner in Merritt-and Simon Hershon, who was the person that 
had the major stockholders fight last year with Larry Goldstein at Gibraltar. 
Mr. GIbbs and Mr. Hershon are to buy AOi each of Kinsley's Capital Stock. 

Both of these individuals have been involved In a dispute for control of 
a Maryland Stock association and there have been suits filed and various ver- 
bal charges made against both parties concerning their actions within the 
associations. The question as to whether they should be given a savings and loan 
charter has been raised. 

Mr. FitrGerald asked If besides the legal dispute they had with their other 
partners, Is there anything that would lead you to believe they are not.fit to 
operate an Institution. Mr. LeCompte stated that verbal statements concerning 
possible misappropriation and self-dealing have been made, however staff Is 
aware that such allegations would have to be substantiated. 

Mr. Hewitt stated he does not s«e that we have any authority or regula- 
tion that says we can designate who can Invest In Capital Stock. Mr. LeCompte 
stated that technically this Is true, however If two people hold 801 of the 
Capital Stock, from a practical standpoint they are the dl.rectors, they are 
management, they are the absolute control of the Institution. 

Mr. Hogg stated that MSSIC had remanded the application back for further 
study based upon a significant change In facts surrounding their approval. 
There are significant allegations against both Individuals which will have to 
be either confirmed or dlsproven. 

Mr. LeCompte stated that he was writing both Merrltt and Gibraltar and 
requesting all documentation relating to these Individuals. Mr, LeCompte 
stated that If docunientat Ion supported the fact that these Indlvldouls are 
unfit then the Board could Jssue a final order denying the granting of the 
charter and let them appeal this decision tov the courts. 

901 
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executive session 
Ma rch 1965 

meeting! CharleS Ho99 of MSSIC attended the Executive Session of the Board 

^iHeQulre t^r0?UCed in the House by Delegate Terry Connelly which 
Membership Certain Disclosures in Advertising by MSSIC and the MSSIC 

bin !'T 'hat Dele9atc Connelly has Introduced In the House a bill concerning advertising and disclosure with regards to Insurance of ac- 
counts y the Maryland Savings-Share Insurance Corporation (MSSIC). The bill 

u require that MSSIC or any member of the corporation advertising In any 
ewspaper magazine, radio, television, etc., must disclose that: (l) the cor- 

backeX the^airh0^^11^ State; ^ (2) the corPor^lon is not backed by the faith and credit of the State. The wording In the bill Is not 

tha t ^hf^rr^601 * f • " t^at, Mr' BrOWn Sa'd he feIt that De ' egate Connelly meant t at the corporation is not an Agency of the State and that the Insurance by 
the corporation is not backed by the full faith and credit of the State of 
na ry1 and . 

Mr Hogg indicated that he had discussed this bill with Delegate Connelly 
and as far as he knew. Delegate Connelly had no Intention of withdrawing the 
bill unless some action was taken by MSSIC to change their advertising and the 
corporation seal as he (Delegate Connelly) felt It was misleading to the public 
T^s,matter was mentioned to Secretary Dewberry due to the concern of Mr. Hoaa 

* ng to the industry and could rr^At^ a r.,n 
asjoc 1 at 1 ons . The Secretary^dvl sed the GovTrnor's office of the concer^of 
Mr Hogg and to see what was the Administration's position. A meeting was 

scheduled w'th the Governor and the MSSIC Board; however, before the meeting 
held, the Ohio crisis came to life and which could place MSSIC in a very 

sensitive position since the Ohio Deposit Guarantee Fund apparently went down 
due to some heavy losses incurred by Home State Savings and Loan in Cincinnati. 
Mr. Hogg indicated that a member of his staff visited Ohio to determine what 
happened and made a full report to the Commissionerson the Ohio problem A 
meeting was subsequently held with Johnnie Johnson, the Governor's Chief of 
Staff and the MSSIC Board. Mr. Johnson Indicated that he feels the public 
is not aware that MSSIC is a private corporation and he felt there should be 
some disclosure to the public including a change In the seal. Mr. Brown stated 
that while in Annapolis, Secretary Dewberry, Charles Hogg and himself visited 
with Senator Steinberg, President of the Senate, and Ben Cardin, Speaker of the 
House, to discuss the Ohio situation which could lead to some problems in our 
State system. 

As the Ohio crisis apparently was as a result of a "Repo Agreement" and/ 
Reverse Repo Agreement", Mr. Stocksdale asked If there was anyone avail- 

able to explain the difference between the two agreements? Mr. Brown stated 
or a 
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that he could have one of the Senior Examiners discuss both types of aqree- 
ments so that the Board would have some idea as to the reason for the problem 
in 10. Thereupon, Mr. Glen Burger, Examiner Supervisor explained to the 
Board members the two types of agreements, that is. a "Repo Agreement" and 
Reverse Repo Agreement". 

Mr. Hogg stated that MSSIC had previously issued a policy statement 
w c. would prohibit an association from borrowing more than 15^ of its 
assets from any one source and that he will recommend to the MSSIC Board 
o Directors that this policy become a regulation. Mr. Hogg stated the Ohio 
cnsis was brought about by borrowings by Home State Savings and Loan equiva- 
ent to 50* of its assets and over col 1 atera1ization of the loan with ESM a 

Government Securities Dealer. When ESM Went down, it carried Home State Sav- 
ings down w.th it as the excess collateral resulted in a loss of approximately 
SSO^mi lion. The Ohio Deposit Guaranty Fund, a private insurer, similar to 
MSSIC also col lapsed^ as a result of the losses at Home State. After a further 

iscussion of the Ohio situation. Mr. FitzGerald recommended the staff to con- 
sider a regulation limiting the amount of borrowings by any association from 
anyone source and suggested we consider the same regulation that MSSIC will 
a opt o not to exceed 15^ of assets". Mr. Brown stated he would have a 
regulation prepared for consideration at a future meeting. 

Old Court Savings and Loan, Inc. 

Mr Brown advised the Board that we had anticipated meeting with the 
Board of Directors of Old Court today. However, Mr. Cardin, Counsel for the 
association is in Israel and would not be able to make the meeting. Addi- 
tionally, our examiners have just recently completed a review of the response 
ot^Old Court to our recent examination which response was dated January 23. 

(( 
Mr. Brown advised that the Report of Examination is very lengthy as is 

the response from the association and it will take some time for a review by , 
the Board and that we should meet with the Old Court Board as soon as possible/ 

Mr. Hogg mentioned that members of h^ staff visited the association in 
January on a spot check examination and found further violations of MSSIC 
Rules as well jS_J_he Division's. A list of the many problem areas were read 
to the Board. Mr. Hogg indicated his staff is preparing a letter to Uie asso- 
ciation with a list of charges based on their examination and which will in- 
clude a" agreement for corrective action. Failure to Tign per 
terms of the agreementwTll result in the issuance~of a Cease and Desist Order. 
The agreement will further require each stockholder of Old Court to enter into 
a Voting Trust_Agreement with MSSIC which could lead to the corporation taking 
over the association if corrective action is not taken or further violations 
occur. 
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to h After 8 d;s"ss'0? of the seriousness of the situation, the Board agreed to have a spec.al meeting of the Board of Conrm ssioners on Thursday, April h 

r. 
b a u 

p;m-' t0 rev|ew the examination and the response from the associa-' 
ion. r. rown stated he would have two of our examiners available to dis- 

shoulTlT the in the rePort- 't ^s further decided the Board should meet again at 11 a.m., on April 11. 1985. the day of our regular Board 

shou H9 t0 furtJer.d,^cuss the examination and that the Board of Commissioners should meet with the Board of Directors of Old Court at 1 p.m., with the aener^l 

will be 2:30, p-m- Mr- Brown advised that copies of the examination 11 be distributed at the meeting on Apri 1 1985.      

Mr. Brown reminded the Board that due. to MSSIC's findings, we sent our 

e^m;n-rS !I!t0 the fSS?c?ation a9a'n on February 11, 1985. and we are currently examining the association. 

rr'^ ^ Commercial Savings and Loan Associations 

• 1 ^r' Brown advised that he has been in touch with Mr. Gerald Klein, prin- pal stockholder of Merntt Commercial Savings and Loan Association with re- 

?ordJ° t
a

h?"err:tt I0"6"- K,ein advi5ed that no '^ses have been signed to date, although there is a lot of interest. It appears that the Union Trust 
Company s new building which is directly across the street from Merritt Towers 
has been leased almost in its entirety and that there is enough interest from 
possible tenants which could take all of the available space. Hr. Brown 
pointed out, however, there are no signed leases to date. 

Mr. Brown indicated that this concludes the Executive Session and its now 
in order to proceed with the General Session. 
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fXFCUTIVC STSSION 
April ii. ig85 

Present: W. Thomas Gisriel. John H. Balder, Charles K. Rittenhouse. Robert L. 

Stocksdale, Joanne R. Kerstetter, Nathan A. Pitts, Jay FitzGerald, 
Frank L. Hewitt, Jr., Nancy Erwin, Charles H. Brown, Jr., William S. 
LeCompte, Jr., Charles Hogg, Joseph Barbera, Charles F. Endres and 
Thomas J. Burger 

The Board of Savings and Loan Association Commissioners met at a special 
meeting on April k, igSS, at 1 p.m., to discuss Old Court's most recent exami- 
nat'on. Each commissioner was given a copy of the comments from the April, 

IQRL exaril'nat'on which started on June and completed on September lA. a short memorandum from Joseph Barbera, Chief Examiner and Thomas Burger 
and Charles^Endres , Examiners reviewing'the examination, and a review of the 
association's response of the exaraination comments and the examiner reconmen- 
dations. A copy of the Old Court Examination was given to each connissloner. 

Hr. Burger began the meeting by mentioning some of the problems Old Court 
is experiencing; namely, 

]) Overdrafts of Now Accounts - Old Court has an overdraft of now ac- 
counts of over S7 million. Mr. feurger stated that some of them 
have been corrected by cash payments, some of them have been cor- 
rected with loans and soise of them are still outstanding. Jeffrey 
Levitt's name appears on the signature card for a lot of these ac- 
counts and he was the only one authorized to draw on some of them. 

2} Service Corporations - Partnerships - Mr. Burger named a few which 
they are having problems tracing down, Hr. Stocksdale asked if 
the Board could require in our regulations that if you are making 
a loan to a partnership that you roust have a partnership agree- 
ment and a list of who the partners are. Hr. Gisriel stated.that 
this should be in the documents of the loan If It is for a general 
partnershi p. 

Hr. Burger stated that we have a law limiting loans to officers 
and directors but we do not have any requirement that they dis- 
close partnership agreements. 

Hrs. Erwin stated that issue /] Is that the overdrafts do they 
exist and issue P2 is that they are unsecured interest free loans. 
Hr. Brown stated that it is not their general policy for the pub- 
lic to be allowed to have overdrafts and it is our understanding 
that Hr. Guidice and Hr. Levitt are the only ones that can author- 
ize overdrafts to now accounts. 

3) Hr. Gisriel stated that the January 23. 1985 letter states that 
these have been all straigthened out, however, Hr, Burger stated 
that some have and some have not. 
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the nn'- thou9hl it might be well for all concerned if he would highlioht 

the'tetter 

0^11 of the HS^C o n- • 3 75% r0te that 0,d COUrt iS in *io]*tion of any 
effective Old Cn t D'v'S«on rules, a cease and desist order will become 
agreement." that the0ry by enter!n9 into an operating 

The charges of violations are as follows: 

1) The aggregate balance of Old Court's cor»T>ercia 1 , construction and 
land loan violate §3-217A of MSS1C rules. 

2) The aggregate balance of Old Court's construction loans were in 
violation of MSSIC construction loan limit of §3-217(A) (l) . 

3) As of January 3:. 1985. A03 of Old Court's 7.125 NOW accounts 
had overdrafts in the aggregate of $3.9 million. Many of the 
accounts were owned by officers and directors of Old Court. 

A} As of January 31.J985. Old Court had at least 20 unsecured note 
loans to controlling persons with unpaid balances of $5 7 

mi 1 1 ion. 

5) Old Court and its subsidiaries have paid excessive management 
consulting and similar fees to controlling persons of Old 
Court. 

6) During igSA^Old Court refinanced delinquent unsecured loans in 

the aggregate principal amount of at least $1 million thereby 
avoiding the obligation to disclose such delinquencies to MSSIC 
and avoidmg the need to institute collection activities aqainst 
the borrowers. 

7) During 196^. Old Court made numerous consumer loans as defined 
•n § 9 of the Division rules which were not supported by ade- 
quate documentation. 

8) During 1983 and 198^, Old Court operated without adequate quali- 
fied management, which was set forth in Glass t Associates' 
management letter which accompanied the July 31, 198^ audit re- 
port. 

S) Old Court has consistently failed to file its monthly general 
fiscal report on time (SL-20QA). 
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10) During 1S*-; and igB^Old Court's system of internal accountinq 
control had numerous deficiencies including but not limited to 
the list in the management letter from their own auditors. 

11) During 1383 and Old Court failed to maintain adequate and 

accurate books of accounts with respect to acquisition develop- 
ment and construction loans in that It failed to adequately 
recognize tax liabilities and improperly recognize fee income 
also noted in the annual audit report. 

12) During 198A, Old Court made numerous loans without appropriate 
underwriting and documentation, constituting an unsafe and un- 
sound practice. 

13) As of July 31, 1984, Old Court bad invested in numerous joint 
ventures in which Old Court does not control the accounting 
and record keeping; accordingly, Old Court does not have suf- 
ficient knowledge of the current financial condition of cer- 
tain joint ventures in which it has invested, all as set forth 
in the Glass management letter. 

I 
3^) Old Court is operating without a business plan. 

15) During I98A, Old Court engaged in certain financial market 
transactions without adequate controls and without maintaining 
proper documentation. 

The Operating Agreement basically states Old Court covenants and agrees 
to comply with each of the following terms and conditions: 

A - C) It will not make any additional loans in the categories 
where they are violating regulations until they are com- 
plying with the regulations. 

D) Old Court shall collect all existing overdraws of NOW 
accounts and checking accounts by officers, directors 
and controlling persons within 10 days following the 
date of this agreement. Old Court shall use it best 
effort to collect all other NOW accounts (no overdraws 
of NOW accounts). Old Court shall not honor any further 
overdraws of NOW accounts unless they are submitted to 
and agreed to by MSSIC. 

E) Under no circumstances shall Old Court honor any over- 
draws of NOW accounts by controlling persons unless it 
complies with §§9-307 and 9-323. A 15* interest rate 
was established on any overdraws of NOW accounts. 
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F) Old Court shall collect all unsecured note loans from con- 
trolling persons within 10 days and use best efforts to 
collect all others and write tbem off after 30 days if not 
collected. 

G) Old Court shall not make any further unsecured note loans 
and shall not refinance any such loans that are made with- 
out MSSIC's permission and under no circumstances shall 
Old Court make an unsecured note loan to controlling per- 
sons . • ' ■ • c 

H) Old Court shall not pay management consulting brokers 
finders or similar fees to any person or entIty wlthout 
the prior written consent of HSSIC except law fees to 
Cardin and Cardin and the payment of a consulting fee 
to John Faulkner who has entered into a consultant arrange- 
ment with Old Court. 

I) Old Court shall, as soon as possible, institute a new 
management structure in substantial accordance with the 
recommendatIon5 set forth in their auditor's management 
letter. 

J) Old Court shall file all monthly reports on time. 

K) Old Court shall use its best efforts to correct iwrvediately 
the deficiencies In its Internal accounting control system 
and shall report to MSSIC on the first day of each month 
what steps have been taken to collect the deficiencies, 

L) Old Court shall maintain adequate and accurate books which 
books shall properly recognize future tax liability and 
properly recognize income, 

M) Old Court sh5;l not make any loans unless they cocnp 1 y with 
proper underwriting and documentation requirements in com- 
pliance with the Division rule and requirements established 
by MSSIC. 

N) Old Court shall not make any loan unless counsel for Old 
Court has reviewed documentation prior to settlement. 

0) Old Court shall not make any loan to any controlling per- 
son without the prior written consent of the director of 
the Division and shall notify MSSIC In writing within 2^ 
hours of any such loan. 
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; Old Court shall not engage in any financial market transac- 
tions unless the Board of Directors of Old Court has approved 
same and they are properly documented and recorded. 

Q) Old Court shall cause Its counsel to conduct a legal audit of 
all current loan files and shall cause a copy of such legal 
audit to be delivered to Venable, Baetjcr t Howard within 10 
days of completion and would establish a date for the comple- 
tion of that legal audit. 

R) Old Court shall immediately cause an audit of its financial 
statements to be performed at Old Court's expense by an ac- 
counting firm satisfactory to MSSIC or in the alternative if 
Old Court so elects shall have the right to deliver to an ac- 
counting firm satisfactory to MSSIC all work papers relating 
to Old Court's most recent audit. 

S) Old Court shall not Invest in any joint venture without prior 

written consent of MSSIC and, further, Old Court shall not 
Invest In any joint venture unless it controls the accounting 
and record keeping. 

T) Old Court shall not i/ivest in or make any loan to any sub- 
sidiary of Old Court without prior written approval of MSSIC. 

U) The association shall establish and implement a business plan 
for the overall operation of Old Court which shall be satis- 
factory to MSSIC, the initial draft of which must be delivered 
to MSSIC within 120 days and the final plan within 180 days. 

V. Old Court shall withdraw all applications for branch offices 
previously filed with the Division. 

W. The aggregate liabilities of Old Court shall not exceed 10^ 
during twelve-month period commencing May 1, I985. 

X. Old Court shall submit to MSSIC its advertising budget and 
advertising plans for the next 6 months. 

Y. Require Old Court to add and keep at least one replacement 
on their Board of Directors and that person must be accept- 
able to MSSIC and that person shall not receive any compen- 
sation from Old Court or any of Its subsidiaries other than 
director fees (They made John Faulkner a director but this 
precludes him so we want another independent director added 
to the Board whose only compensation Is director's fees). 
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Z. Old Court shall deliver to MSSIC copies of all reports, 

recommendations analysis and similar documents prepared 
by any consultant retained by Old Court immediately upon 
and rece i pt of it. 

AA, Old Court shall submit to the Division Director for his 
approval all loans in violation of §9~307 and S9"323(c) 
of the Financial Institutions Article. 

BB. Old Court shall at all times comply with the Division 
rules. 

Mr. Hogg suggested to the Board that they direct Mr. Levitt and Mr. 
Pearlstein to be here next Thursday, properly express the Board's concern 
and the seriousness of these I terns and the Board might consider directing 
them short of a violation order to execute the agreement with us. If Old 
Court violates this order, two things will occur: 

1. Tne cease and desist order becomes effective. 

2. If they execute the voting trust agreement then MSSIC has the 
right to vote their shares which entitled MSSIC to elect the 
Board. 

Mr. Hogg feels that this document will support John Faulkner, consultant 
of Old Court. This is a one year agreement or at such time if Old Court shall 
be in full compliance with all Maryland laws, MSSIC rules and Division rule, 
whichever is earlier. 

Mr. Gisriel stated that the only club we have at this point is to ad- 
vise Old Court's Board that we have serious concerns about their operation 
and if they are not here for the meeting next week we wi 11 seriously consider 
putting them into conservatorship or receivership. Mr. LeCompte stated that 
we could not ask Tor a"conservatorshi p or receivership based upon the fact 
that they did not show up for a meeting not if you cannot prove the associa- 
tion to be impaired. Mr. Gisriel stated that this is the only power we have. 
The question is do we have sufficient information to put them into conservator- 
ship or receivership and do we want too? 

Mr. Stocksdale had a question concerning the legal audit. Mr. Hogg stated 
that the Board and MSSIC has the right to specify certain requirements of a 
legal audit. Mr. Burger stated we see disbursements according to the settle- 
ment sheet or title policies but there is not too much documentation in the 
files. Mr. LeCompte stated that a legal audit would have to make certain that 
there was a title policy in the file along with all other required documenta- 
tion. 
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Mr S^ral su99estions were made as to how to handle this situation in case Levitt is not present for the meeting: e 

0 Mr FitzGerald suggested that we demand that they or their repre- 

a d rert- ?eXt Thursday' APri' U. 1985. Mr. Brown stated directive has already been sent to the Board. 

} Mr. Balder suggested that we inform whomever shows up that we are 
cancelling the meeting if Mr. Levitt does not attend 

3) "r- rit
I
2Gera,d.SU99ested that we simply give the station even 

• Mcclri ,S n0t pre5ent ^ Informing them to sign 
5 a9reement prior to the hearing date or we wi 11 take the 

necessary steps to protect the public Interest. Mr. Gisriel 
stated that the only steps are the conservatorship"^77^Iiver- 

M Mrs. Erwin suggested that we tell Old Court that we are having 
this meeting and giving them the opportunity to hear our views 
concerning what actions will be taken by the Board of Conmis- 
sione rs. 

Mr. hogg stated that MSSIC.would like the agreement signed as violation 
orders are a matter of public record. HSSIC would like Old Court to sign the 
agreement but if they do not he would like to see violation orders issued 

will ^0nSerVat0 ,P 0r receIvershiP- Mr. Gisriel stated that the Board w. 1 take appropriate steps which will be the violation orders. Mr Hewitt 
asked what if Old Court refuses to sign the agreement? Mr. Hogg would issue 
the cease anH Hesist orde- 1 f   • • • issue 

i nsuranee. 

*. L _ . --a" Qy I L , nr . noqC] WOU 10 
an<!.deS,S, °rd'r- lf that, the next step would be termination of insurance. 

cancel arfon ^f T/ ? and des!st 0rder !s not an automatic 
have he lurh I"5"'""- Vi0late the CeaSe and °rder you have the authority to go to court and get a court order directing them to 

the ^ ,n.accordance that order. Mr. Hogg stated that we also have the authority to remove management and directors. Mr. Stocksdale stated 

torJnn ^ nf"sarily receivership. Mr. Hogg is assuming failure to recognize all of these remedies. 

. .Mr- ^ndr" explained to the Board what the cash situation at Old Court 
has been for the past two weeks. Since March 16. 1385. they lost $30 mil- 
l-on m negative outflow. When this Ohio situation occurred they apparently 
went to Federal Reserve and they irrmediately received a $1? million line of 
credit. Tuesday and Wednesday of this week they had to draw $8.5 million. 

welk)"85 M^rCh 1°' ^ This
c
is not '"eluding the $30 million. They do a 

avail - M85 ' tk il Ma^Ch ^ 1985' they 0nly had 5606,000 immediately ava lable. They have appl.ed for another $50 million from Federal Reserve. 

Imion corn H Ce
f
rt,ficSte in April and May they have over 

S fm? on H 9 7newa,• Hr- Burger stated that Fairfax has S13 mil .on deposited after drawing out SB million about two weeks aoo 
Mr. Endres slated that the least little bit of a run could put them in very 

"eTw CiSr!e' feeU that "" ,his should be reviewed by 
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Mr Gisnel stated that wc have to come up with violation orders before 
we can do any legal steps on our part. 

Mr. FitrGeraid stated that we have instructed our Director to prepare 
lolation orders and if they do not sign the MSSIC agreement by April 22 

if th "e.are prePared to 'ssue them ininediate ly which then become public' 

effer'tY Mr^FirT a9reerr>enl the cease and desist order will go into 
Just wnted ,o ^sure he 

_ r^. °,d CO!:!rt W!;'Vld C?n,f to the meting and we would inform them that we prepared to file violation orders. If they do not sign the agreement 

orde^ ,22, 'S85- the BOar<l1S prepared 10 the violation o ders. MSSIC wi,1 ,ssue the cease and desist order and make certain Old 
Court is comply.ng with the cease and desist. If they violate the cease 
and desist then the removal powers come into existence. The removal powers 
can ^ come into existence upon the early instance of violating the cease and 
des.st powers. MSSIC can remove management; only the Commissioners can re- 

rht th- app°,ntrr)ent of 3 conservator. Mr. Hogg stated MSSIC does have the right tobe the conservator. However. If Old Court can prove that they are 
not in violation of all these items then the MSSIC Board will not issue the 
cease and desist. 

Mr Salder feels that we hpve a lot of power coming July 1, 1985 with 
t e new legislation to become effective that date but will be too late for 

hrn Lrt S'turi0n- Dr- PittS asked Jf Mr- Lev!tt does that 
tk additional financial burden on the organi2ation. Mr. Hoag stated t at we really need Jeffrey Levitt around, as on some of these deals he is 
the on.y one that understands them. 

I 

Mr Balder asked if MSSIC had the authority to have Old Court pay for 
appra.sals for all these out-of-state projects or outside appraisals? Mr. 

!hat KSSIC COU,d 0fder aPPraisa,s at the expense of Old Court and MSSIC also has the authority to make them pay for the audit that we order. 

• r % "r: Stocksdale>stated tbat he has a concern on real estate owned - how 
in'iated are these investments? 

Hr. Balder asked if rfSSIC could provide periodic audits from an outside 
aud, .or every three months? Mr. Hogg responded he believes they can; however, 
•t .akes three months to do it. Mr. Balder is particularly speakinc of follow 
up. Mr. Hogg stated that we will have our people in there and we will have 
to monitor their compliance with this agreement. 

The board of Commissioners decided to meet April ]], 1985 at 11 a.m. 
to have some time to go over any questions or additional information before 
meeting with 0^ Court at 1 p.m. Mr. Hogg stated that he could be present if 

Ir!. ^ the B&ard accePted his offer to attend. Mr. Brown sta.ed that he will again get in touch with Mr. Cardin with a follow up letter 
directing the whole Board to attend. 
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Although Mr. Brown had previously stated the Old Court exa.r. should not 
be tal.en from the office. Mr. Fit^Gerald stated he would like to take the 
report with him for further study prior to the Commissioners' meeting with 
the Old Court Board on April 11, 1985. Mr. Gisriel stated he felt the Board 
should have a copy of MSSICs letter pf March 22. 1985 and the management 
agreement. Mr. Brown said the examination report should be handled with 
care so that it is not lost or misplaced. As far as the MSSIC letter was 
concerned, that was a decision for Mr. Hogg who stated the MSSIC Board 
members did not take the letter out of the MSSIC office but if the Cormis- 
sioners felt they needed a copy for study prior to the meeting with Old 
Court's Board, he would have no objection. Thereupon copies of the letter 
were prepared by the staff and distributed to the Board of Commissioners 
Mr. Brown stated the MSSIC letter will.be included in and become part of'the 
minutes of this executive session. 

Mr Brown reminded the Board that the Division started a new examination 

al ^ccirOUrt ol? February n' 1983. earlier than usual because of the finding ot MSSIC revealing continued violations of MSSIC and Division Rules. 

Merritt Commercial Savings and Loan Association 

Mr. Brown stated that Merritt is very seriously considering the sale of ! / 
the Herntt Towers in which they anticipate about a,$A mi 11 ion profit. As i 
it stands right now, Mr. Brown wrote them approximately three weeks ago for I 
a status report. Mr. Brown told Merritt that if they have a possible sale ! 
of the property with a profit, he would suggest that thev sell it Imrvrliat1 yf/ 

^ '^Plg^J^h^age jl_the_as^ciation and for public re 1 inn pHrp^^ 
because Merritt lexers is the subject of conversation aroundT^T—Kr. Brown 
has a letter from Merritt indicating that they are seriously considering the 
sale. Mr. Klein of Merritt stated there is enough interest in prospective 
tenants, } of which are hot prospects. One of the big 8 accounting" fi rms is 
negotiating now. One thing that is in their favor is that Union Trust, 
which is located across the street is fully rented. 

Mr. Brown reported on the congressional hearing In Washington on the 
Ohio situation. Mr. Stocksdale asked Mr. Brown If he got any reading yester- 
day on the probabMity of federal legislation going through. Mr. Brown stated 
that Preston Martin, Vice Chairman, Federal Reserve Bank, and Mr. Ed Gray, 
Chairman. Federal Home Loan Bank, were very much in favor of federal insurance 
in l,eu of private Insurance. At the hearing yesterday Governor Celeste of 
Ohio testified first followed by Don Hunchie from the insurance corporation 
and then the State Supervisor. The State Supervisor resigned in January and 
Deputy Supervisor who is also counsel was made actinq bead and subsequently 
made the director. Shortly thereafter he was replaced by a new director. 
Mr. McAllister. Mr. Barnard, Chairman, asked the Director at the time many 

questions which he kept taking the fifth amendment and stated that he would 
have to consult with his Attorney General before he can tell you anything, 
as Ohio apparently had a confidentiality section in their code similar to 
Maryland. Finally, Mr. Barnard told him that we would like him to respond 
to the questions that we ask you as that is the reason you were directed to 
be here at this hearing. 
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The subconmittee of the House Committee on Government Operations was 
well aware of what happened in Ohio. Every member of that committee had 
questions. 

Mr. Brown reported many individuals from the financial regulatory agencies, 
both Federal and State testified at the hearing including Mr. Hogg and himself. 
The insurersand regulations from the four remaining states with private insur- 
ance fund testified In groups or as d p^nei, i.e., all the insurers together, 
followed by the regulation. We, the regulator, concluded our testimony about 
5-'30 p.m., which ended the morning session which was scheduled to end around 
noon. Still to be heard was the S.E.C. and several other individuals repre- 
senting those political sub-divisions who suffered loss as a result of dealing 
with E.S.W., the Florida Brokerage Firm., A report of the committee will be 
preparaij and distributed. 

There being -o further business to be discussed at this time, the roeet- 
ing adjourned at approximately ^: 25 p.m. 

Mr. Glsriel reminded the Board of t,>e Executive Session meeting to be 
held at 11 a.m., on Thursday, April J], 1985, to further discuss this Issue 
prior to the 1 p.m. meeting with Board of Old Court. 
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Executive Session 
April 11, I985 

Present: W. Thomas Gisriel, John N. Balder. Robert L. Stoc.ksdale, Nathan A. 

Pitts, Jay F1tzGeraId, Nancy Erwin, Frank L. Hewitt, Jr., William 
5 LeCompte, Jr., Deputy Director, Joseph Barbera, Chief Examiner 
and Examiners Charles F. Endres and Thomas J. Burger 

Note: Charles K Rittenhouse and Joanne R. Kerstetter were excused. Charles 
•brown, Jr., Director was attending a meeting of the staff at MSSIC 

relative to the Management Agreement 

The meeting convened at 11 a.m. 

IhL^ard raised sonie questions on the fees paid to certain insiders and was the •re documentation to substantiate the payment of such fees. As pre- 
viously reported, Mr.- Endres stated there was very little documentation and 
it was very difficult to obtain any information fron any of the employees. 
An example of the lack of documentation: a notation on a letterhead of a 

ee tor consultation" with no explanation. Another example: a fee noted 
on a settlement sheet with no explanation and no one available to explain. 
As stated previously, few if any personnel had knowledge of the operation. 
nvoices told very little and few employees have been there for any length 

of time who could help. 

The Board discussed further the Report of Examination and MSSIC agree- 
ment. Mr. Gisnel stated he is leaning toward the MSSIC Agreement as it is 
orderly and will keep down publicity and that if this situation was made 
public at this time it could ruin MSSIC and the State-chartered MSSIC in- 
dustry. Mr, Stocksdale said he felt strong action is needed immediately 
and that it is proper for us to look to the insurance corporation first. 
Everything we do should be geered toward securing the current position to 
make certain it cannot get any worse and then start digging into everything 
they have done for the past two years. 

mcc" Gisrie1 asked if the Board felt that we have the mechanics with the MSSIC Agreement to correct the problems. Mr. Stocksdale stated he felt 
that we do. He, Mr. Stocksdale, feels that the Board would be better off to 
go along with^MSSIC's Operating Agreement. If the agreement is executed and 
if at some point we feel it needs beefing up, we certainly have a perfect 
right to say to MSSIC we think additional areas should be included in a 
supplemental agreement. 

After a further discussion on the meeting with the Old Court Board at 
' p.m., Mr. Balder stated the Commissioners should make an open comment of 
which we think of the group, of what they are doing or permitting to be done 
and direct the Old Court group to enter into the MSSIC Agreement. Further, 
we will allow then to operate only under this agreement/ If you do not in- 
tend to sign the agreement, tell us and we will take it from here. 

11IB 8 7 
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Mr. Stocksdale staled the Old Court Board should be told the entire 
oard was directed to attend this meeting due to the seriousness of the 

situation. 

with 0I th! Executive Session adjourned at 12:30 p.m. to meet with the Old Court Board at the office of MSSIC at 1 p.m. 



Executive Session 
Special Meeting the Board 

Thursday , Apr i 1 11, 1985 

^ A special meeting was held between the Board and the Directors of Old Court 
Savings and Loan Association at I p.m. at the offices of the Maryland Savings- 
Share Insurance Corporation. 

The following were in attendance: 

Old Court - Jeffrey Levitt, Jerome Cardin, Sanford Cardin, John Faulkner 
Dennis Guidlce, David Uhlfelder and Allan Feinberg 

Board of Commissioners - Nancy Erwin, W. Thcxnas Gisriel, John Balder, 
Robert Stocksdale, -Jay FitjrGerald and Nathan Pitts 
Charles H. Brown, Jr., William L. LeCompte, Jr. and 
John C. Cooper also attended. 

MSSIC - Charles Hogg, President of MSSIC, and members of the MSSIC 
staff 

Mr. Gisriel informed the officers and directors of Old Court of the Board's 
grave concern over the operations of the association. He stated that the Board 
has reviewed the most recent examination report and MSSIC report concerning Old 
Court s operations. The Board was greatly concerned over certain issues such as 
overdrafts of NOU accounts, loans which sometimes exceed 100^ of the value of the 
collateral and where points, fees and interest are all funded by the lender frcxn 
the loan proceeds Mr. Gisriel stated that these and other violations of rules 
and regulations reflect that the association is. and has been, grossly mismanaged. 

Mr. Jerome Cardin responded by stating that lending at 801 or so of the value of 
the property and then funding an interest reserve, points and other costs is the 
current lending practice of many financial institutions, including sane of the 
argest and most conservative companies across the country. He noted that Old 

Court s practices are not significantly different frcxn those of its competitors. 

Mr. Cardin also stated that Mr. John Faulkner is to be added to the staff of Old 
ourt to upgrade the quality of its management. Mr. Gisriel asked what authority 

Mr. Faulkner^wouId have at Old Court. Mr. Cardin stated that Mr. Faulkner will 
review practices and procedures and make recommendations concerning necessary 

anges. Mr. Cardin stated that there were some areas that needed to be corrected 
ut that Old Court has a lot of good investments and that things are not as bad as' 

some people present at the meeting may believe. 

Mr. F1tzGera1d asked if the officers and directors of Old Court were ready to siqn 
the operating agreement with MSSIC. Mr. Cardin stated that the agreement has been 
substantially agreed to by all the parties, with certain minor conditions being 
worked out. Mr. FitzGerald asked specifically if Mr. Levitt would be removed frcxr. 
Old Court. Mr. Cardin stated that removing Mr. Levitt frcxn Old Court was not being 
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:: :::ve^e2rre
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h to 

have not been enough people previously at Old fn" o^unicn ta t (on person. There 
the W f i les . HLevP

er: r s ^ ^ 
has put together are extremely sound, viable and proH Lu V f , 

knowledge of real estate represented a valuable asset to Old Co!r[ Th'" Levit.t'S 

agreement with MSSIC will restrict Mr Levirr'^ roi Court. The operating 
Will continue to structure real estate pro ects fo rh" many A,th0U9h he 

will t nsure that the loans do not settle until all the^r"0'T'0n' ,h<! a9ree,nent 

provals are obtained Mr r*r^' j proper documents and ap- 
i ny 
i n > 

Mr. 
i ng ...s otd Cour t rea 1 es tat^projects1 bein9 d0ne 0" -is'- 
the quality of Old Court's portfolio wa^ a concern^lr Balde'r's'ate" t'h"! 

^tron"rvne;f ^ ^^i^^rrrri "rh
Cardi" - -mv 

there were not Iny ^set quaUtv propel H C\l 
3 T" i"di"tio" 

nation shows that one reason that delinquencies are IL is that'th thal eXami"" 
refinances projects to keep them from becoming delinquent Hr Cardin's 
this has been done on a very limited basis. " " stated that 

Her'sfa[edd"thartMsf<!„rroCed,0'd COUrt,S V0''6* Proi'Ct kno"n " Poinciana Park>.^ 

would have 550 million In thtrpr^ct "[s'ir"! Trl^ ^ ^ COUrt 

Which were not submit ted^or^approved ^ the'oi vi s i'or5'm^ ''s to^'d31d StOCkho,ders 

actirJ^or^'aJi'vlolaiilnnt Jh" rn<!mb"S ^ 0,d COUrt that they ShOU'd 

Will short ly si9„ the 1^7 ,^,1'^ 

fe-csrsiras'.nsrr - -  
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