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MARYLAND SAVINGS-SHARE INSURANCF CORPORATION 

REGULAR MEETING OF DIRFfmpc 

WEDNESDAYT MARCH 23. 1983 

The regular monthly meeting of the Board of Directors of Maryland 

Savings-Share Insurance Corporation was held at the offices of the Corpora- 

tion. 901 North Howard Street. Baltimore. Hao-land on March 23. 1983. 

The following Directors were present: 

Frances F. Anderson R clcn<r 

Leonard Bass , J J JElsnlc 
Joseph P. Carroll i 0A F

t
aulkner. Jr. 

Michael J. Dletz j^h h m?6"3"' Jr- 
Jerome F. Dollvka i 
John C. Oonohue, Sr^ Nelfeld 

other. Present: Charles C. Ho*,. 11. Executive Vice President; Ralph K. 

Holmes. Senior vice President; Paul V. Trice. Jr.. vice President; 

Martin U. Becker. Financial Analyst; Patrick M. McCracken. Adnlnls- 

trative Coordinator; Terry F. Hall. Venable. Baetjer and Howard; 

Charles H. Brown, Jr.. Director. Division of Savings and Loan 

Associations;. John J. Pretko and Cralg T. Garrison. Union Tnist 

Company of Maryland. 

Mr. Faulkner called the meeting to order at 9:26 a.m. and noted that 

a quorum was present. Mr. McCracken acted as Recorder for Mr. Hogg as Secretary. 

Mr. Hogg introduced Mr. Craig T. Garrison from the T™t Department 

Of Union Trust Corcpany and indicated that Mr. Garrison is now fll,,„s the role 

of Harry White concerning the MSSIC and CRF portfolio. 

Mr. Pretko reviewed the Investment Reports, and following a general 

economic narrative, he suggested extending the average maturity of MSSIC's 

Investments from six months to seven-eight months. It was the consensus of 
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the Board that this be done. Messrs. Pretko and Garrison were then excused 

from the meeting. (Copies of the Investment Reports are attached to the 

permanent file copy of these minutes.) 

Mr. Dletz asked If copies of Mr. Pretko's monthly narrative could 

be distributed to those Board members interested In receiving them. 

Mr. Faulkner requested that Mr. Hogg pursue this request. 

Mr. Nelfeld noted that his riqtes from the previous Board Meeting 

did not Indicate that Chevy Chase Savings and Loan. Inc. had been among those 

granted a waiver of the late filing of the January 1983 PPR. He asked for 

clarification regarding their appearance In the minutes of that meeting 

under the aforementioned section. 

Mr. Hogg responded that Mr. Neifeld ws correct and that a correctlo 

to the February 23. 1983 nrfnutes striking Chevy Chase from the waiver section 

"in be noted and waiver of that penalty will be placed on today's meeting 

agenda. 

Mr. Dietz motioned to waive the reading of the minutes of 

February 23, 1983 Regular Meeting of Directors as amended and Mrs. Anderson 

seconded the motion. Upon a vote the motion was passed unanimously. 

During a review of the Treasurer's Report Mr. Hogg stated that In 

follow-up to Mr. Neifeld's consents of last month we have moved completely 

to full accrual. 

Mr. Neifeld asked why Special Deposit Fund interest should not be 

netted out of the MSSIC monthly financial statement. Mr. Hogg suggested 

Mrs. Anderson and Messrs. Neifeld, Kohr and he discuss this adjustment 

following the Board Meeting. 

Mr. Hogg Indicated that several members (Kent, Hopkins. Westowne, 

Baltimore American. EUwood. Northfleld and Enterprise) were late In 
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submitting their Capital Deposit adjustments. He further stated that due 

to the penalty of e* for late filing, the total amount of all penalties 

Involved was not significant. The total was 1155.92. 

Mr. Elsnlc made a motion that a waiver of the penalty for late sub- 

mission of Capital Deposit Funds for the above mentioned member associations 

be granted. Mr. Laudeman seconded the notion which was carried unanimously. 

Following this Hr. Oietz made a motion to accept the Treasurer's 

Report to which Hr. Bass added a second. Upon a vote the Treasurer's Report 

for the period ending February 28. 1983 was unanimously accepted. (A copy of 

the Treasurer's Report is attached to the permanent file copy of these minutes.) 

Mr. Elsnic reviewed the March 9, 1983 Membership Coimilttee Meeting 

Minutes. During this review he noted that $6-$10 million or more of the 

loan portfolio of First Maryland Savings and Loan, Inc. appears to be for 

out-of-state properties. He also indicated that It was the reconrondation 

of the Menfership Committee to the Board that Chesapeake Savings and Loan 

Association's conversion to stock be approved subject to the approval of the - 

Director of the Division of Savings and Loan Associations. 

Mr. Neifeld motioned that the minutes of the Membership Comittee 

Meeting of March 9. 1983 be accepted. Mrs. Anderson seconded the motion and 

U was passed unanimously. (A copy of the Membership Comittee Minutes Is 

attached to the permanent file copy of these minutes). 

Mr. Laudeman made a motion to approve the conversion to stock on the 

part of Chesapeake Savings and Loan Association subject to the approval of 

the Director of the Division of Savings and Loan Associations. Mr. Bass 

seconded the motion. During a discussion of the motion. Mr. Dolivka suggested 

amending the motion to include a delay In entering into an insurance agreed 

Which he Indicated is required under Section 3-2n(c)(2) of the MSSIC Rules 



and Regulations. Chesapeake's net worth to savings ratio as of 2/28/83 

equals 2.02S, which is under the mandatory 3% requirement. Upon a vote 

the amended motion passed with Ms. Miles abstaining. Mr. Oolivka made 

note of June 1, 1983 as the date which Chesapeake should exceed a 3% net 

worth to savings ratio. 

Paul Trice reported the following on Ridgeway Savings and Loan 

Association: 

1. He anticipated receiving an executed hypothecation agreement 

in the amount of $50,000 on Monday, March 28, 1983. 

2. He also anticipated receiving on that same date a contract of 

sale for their office building located at 9095 Frederick Avenue, Elllcott 

City, Maryland. 

3. He noted that because the sale of this building is a related 

party transaction. It requires the approval of the Director of the Division 

of Savings and Loan Associations. 

1. He said this transaction should take place within a matter of 

30 days and should result in a gain of $50,000 profit on the sale. 

5. He indicated that the combined increase of $100,000 in net 

worth should elevate this association's current net worth to savings ratio 

from its current 1.94X (as of 2/28/83) to approximately 25 basis points 

above 3%. 

In response to questions Mr. Trice indicated that Ridgeway has 

had one independent appraisal done on their office building and that the 

contract of sale had no buy back provision. He said that he would ascertain 

on 3/28/83 the amount of rental which would be charged to the association 

following the transaction. 
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Hr. Brown slated that Mr. Farnandis, President of Ridgeway, has 

«ked for a conference to discuss the possible conversion to stock of his 

association. To this Mr. Trice added that this proposed conversion would be 

four to six months away and that it was his understanding that Mr. Farnandis 

intended to carry out the entire conversion himself with no outside assistance. 

Mr. Oollvka noted that the entire question of Rldgeway's net worth 

should be resolved by April 30, 1983.. 

Hearing no Old Business. Mr. Faulkner moved to New Business. 

Under New Business Mr. Hogg Indicated that together with the previously 

noted addition of Chevy Chase Savings and loan. ,nc.. the following associations 

requested a waiver of the penalty for the late filing of the Periodic Perfom- 

ance Report: 

Columbian Building Association 

i ?undinS ^ Loan Association Liberty pavings and Loan Association 
Paricwood Building and Loan Association 
westowne Savings and Loan Association 

With the indication that the above listed associations were eligible- 

for a waiver. Ms. Miles made the motion that waivers be granted. Mr. Elsnic '• 

seconded the motion and the vote was unanimously favorable. 

Following Mr. Hogg's report of the Nominating Comittee Meeting 

("inutes for which had previously been distributed). Mr. Laude^n motioned 

that the Board accept and thereby approve for nomination the following persons 

for a four year tera as directors beginning in April 1983. 

Those nominated were: 

Michael J. Dietz 
Terry L. Neifeld 

Mr. Dolivka seconded the motion and the vote was favorable with 

Messrs. Oietz and Neifeld abstaining, ^opy of the Minutes of the March 10. 

1983 Nominating Co-ittee meeting Is attached to the pemanent file copy of 



these minutes). 

Under the report of the Executive Vice President, Mr. Hogg gave 

ttie following review of his meetings with the management of the seven 

•nembers listed. 

1. Comunlty Savings and Loan, Inc. - visited on Febniary 17, 1983 

Md reports that the stock swap with their subsidiary EPIC should bring them 

Into net worth compliance by March 31, 1983. 

2. First Maryland Savings and Loan, Inc. - visited on February 28. 

1983and held a subsequent meeting with their counsel and expects then to 

sign an Insurance agreement on March 28, 1983. 

3. Chesapeake Savings and Loan Association - visited on March 3. 

1983. He said that the Board has acted today to approve this association's ( 

conversion to stock and that he anticipated slower but controlled growth. 

4. John Hanson Savings and Loan. Inc. - visited on March A. 1983 

and they intend selling $3 million in additional stock. Thereafter, the 

association should continue to grow while maintaining a positive spread. . 

Mr. Dolivka asked what date John Hanson anticipated the sale of 

this additional stock to take place. Hr. Hogg indicated that he would 

seek an answer to that question. 

5. Friendship Savings and Loan. Inc. - visited on March 18. 1983 

and they expect to reach a breakeven point in March or April. They are 

exploring subordinated debentures. They have a good discounted loan port- 

folio and they recognize the need to diversify their deposit gathering ability 

outside of a highly sophisticated savings marketplace. They have enhanced 

their data processing. In conclusion. Mr. Hogg said that he was now more ' 

comfortable with the situation at Friendship, although further growth in 

net worth Is required. 



6. Municipal Saving and Loan Assoaation - visited on March 20. 

<* he said it appears this association Is a well organized, well run 

coW WMC has 9rw„ rap,d,y and does not lave a ,ot of sources of capita, 

Tney are preparing a detailed letter to the NSSIC Board. 

Nr. Oleta noted th.t he understood that Municipal-s attest to 

convert to stock had been defeated 6y the depositors of the association. 

7- Second National Building" and Loan. Inc. - visited on Harch 22 

1533. He said they are doing very well In that their earnings In 1982 

positive and ve^, strong. They are actively exploring the sale of additional 

S OC as well as subordinated debentures. They have submitted a formal r^uest 

to the Division regarding acceptance of Appraised Equ1ty Capita,. They feel 

somewhat stuck with a 102 passbook In a deClnlng rate envir^ent which is 

squeezing their profit margin. They would „ke to reduce this rate in order 

to relieve the pressure. 

Mr. Hogg indicated that he had not yet met with Fairfax. Eastern 

and Custom because hp 
low net worth associations were a priority. ' 

«r. Neifeld expressed concern regarding the i„,station of 

nsurance agreercents in cases where a member's net worth declines to 31 or 

ess. He cited Hunlcipa, Savings and Loan Association specifically 

Mr. Hogg responded that he would agree it is ti« to imp,eTOn, ^re 

"Pld compliance with the net worth requirements. 

Dollvka added his concern regarding Section 3-211(c)(2) which 

he read into the record of the meeting: 

"(c) If the total net worth of a member association declines to 

3.00* of the aggregate withdrawal value of its free share accounts 

on the last day of its fi<;ral miar+n 
fiscal quarter or any month, the member shall 

be required by the Board of Olr^tlfeiif the romnr.M . 
-o* zne corporation to €nter 

Into an Insurance An 



Mr. DoHvka said that avoidance of the regclation could be a 

serious mistake ahd that the Board ought to act in this reganj. He 

ggested setting up definite dates on which compliance with the require- 

ment to „ceed 3* or enter into an Insurance Agreement w.U be effective 

He reviewed three dates he had recorded: 

First Maryland Savings and Loan. Inc. - 3/28/83 

Ridgeway Savings and Loan Association - 4/30/83 

Chesapeake Savings and Loan Association - 6/1/83 

Nr. Han commented that one of the problems with this r^e concerns 

the definition of an Insurance agreement. Mr. Hall Indicated that perhaps 

the waning of ..an Insurance agreed" could be clarified, however, the 

further defining of the ten, could prove to be counter-productive as well 

as limit,ng. He said it is a problem of practicality. Mr. Hall went on to 

explain certain standard provisions which My be included in an .nsurance 

Agreement as follows: 

requiring a budget proposal 

I llnlll?9 fhe m?mber's ability to merge 
- default provisions eKpendUures and other extraordinary activities 

consent to cease and desist orders 
- granting MSSIC the right to negotiate merger 

Mr. Hall concluded by stating that m of an insurance agreement 

is standard to the industry. 

"r. Hogg said that staff notifies meobers of violations, but we 

have not necessarMy quickly entered into insurance agreements. 

Mr. Bass commented that there is a need to be more flexible. 

Mrs. Anderson said that she believed we could have both flexibility 

and an insurance agreement. 

£ d Q ''f 
Mr. Laudeman suggested a possible '^ution as having a, 1 Wmbers 

Sign an Insurance agreement which triggers at t 
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Hr. Hogg indicned that North Carolina Savings Guaranty Corporation 

has an insurance contract which works similarly to Hr. Uu<Ws suggestion. 

Hr. Faulkner said that FSUC has a similar plan. He added that 

everyone agrees with Hr. Ooltvka In principle. He said that the staff main- 

t>1ns a open dialogue very closely with the members who are In violation of 

the net worth requirement. He Indicated that he felt that staff In a more 

noraal environment will proceed to implement Insurance agreements as they 

are required. 

Hr. Holmes Indicated that he would sooner see some type of change 

In the rule to allow for greater flexibility and a change In the rigidity of 

3%. 

Mr. Hogg concluded this discussion by stating that staff will draft 

some alternatives to the rule and present them to the Board. 

Hr. Hogg reviewed the proposed Service Corporations Reporting System 

and said it will indicate the Impact service corporations have on the parent. 

Hr. Neifeld inquired as to the number of member savings and loans 

which currently have service corporations. 

Hr. Trice responded that 20-25 HSS1C associations currently have 

one or more service corporations. 

Mr. Hogg asked for the Board's authority to proceed with this report- 

ing system and make it mandatory with the penalties to be the same as the late 

filing of the PPR. Mr. Neifeld made the motion to authorize the requested 

action and Hr. Dolivka seconded it. Upon a vote the motion was passed 

unanimously. 

Mr. Faulkner commented that across the country savings and loan 

associations are gearing up in service corporations and this represents 

Increased risk. Therefore, he noteirAe'preceding action by the Board was 

very appropriate and important. 



Messrs. Hog9 „3„ gave , very extensjve ^or[ ^ 

e forts and dffflcultles encountered thus far in pursuit of a Central 

Investment Fund for members. They stated that this issue required furth 

Study and that they were pun;u1ng u actively. 

Mr. Hogg said that we need to find a way to reduce the cost of 

being a member of MSSIC bpr^nca ^ 
l>eCauSe We are nov •«>* ever competing witt 

to be the savings Insurance c^ny of our ambers. Hr. Hogg propc 

""a' to study MSSIC premium structuring be fo™d. ^s h 

suggested included Hessr,. -teife,d. Laudeman. Otto and Noore. Hr. Hogg 

.1,0 mentioned that this committee should Include an outside person with 

W tlse In actuarial statistics and someone who Is familiar with estab- 

lishlng premiums based on risk levels. ^ 

Hr. Laudeman motioned that a Premium Restructure Co™ittee be 

estab,ished allowing the selection of member to be that of the Chain™ 

r. Hogg forewarned the Board that this was a technically difficult assign- 

ment and that his projected time frame is 60 davc h*fo 
bU da^s before any recommendatlo/ 

will be given to the Board. 

At this point Mr. Carroll left the meeting; therefore, he did not 

Participate in any further Board action or discussion. 

Mr. Hogg gave a report on his and Mr. Trice's attendance at a 

recent Board of Directors meeting at Enterprise Savings and Loan Associatio, 

■•J0r -Pressed by that association's board dealt with an 

the Capital Deposit due to savings growth as of 12/31/82 ai^h 

fairly drastic decline in savings in January and February of 1983 Fol^w 

-g a discussion of this matter n „s the consensus of the Board 1 

Study this further and proceed fcWj Jfe,„ „ appropriate. 



Mr. Hogg counted that one Issue which has delayed First HaryU„d 

signing the most recent version of the insurance agreement is a grace 

Period on the provisions. He said that they have agreed to sign the 

insurance agreement containing mi,dr ^visions on Honday. March 28. 1983. He 

»M he would meet with the association's attorneys on March 24. 1983. 

«r. Holmes stated that most of the points from the Board of Co»1s- 

sloners meeting have already been covered by counts made during this «et1ng. 

Hr. Hogg reviewed the following details concerning the HSSIC line of 

credit: 

- the total line will be in the $50-$65 million range 

- First Chicago is willing to take 80% of total (Mr. Hogg said he 

was not entirely comfortable with that idea). 

- Riggs is going to stay in 

Union Trust is going to stay in 

- Equitable Is having problems with pricing but he expects them to 

stay in 

- Maryland National is having a problem with collateral and terms of '• 

notes 

- Mellon - has expressed a strong interest at lending officers level 

in entering 

- Mercantile - Phil Jones is presenting a $5 million entry to his 

lending committee 

Mr. Hogg said he has been having talks with Travellers about longer 

term facilities for S50 million. He said Travellers win p.obab.y want a one 

year phase in period extending $25 million until they get used to us. 

Mr. Hogg concluded his remarks by indicating that by April 30. 1983 

« will enter our banl. credjt Hne 4g^nt for ^ ^ 



I: 

Mr. Hogg requested a resolution from the Board iothorizfn<, the Executive 

vice President or any Assistant Secretary to act on behalf of the Corpo- 

ration In the completion of the Loan Agreement, as follows: 

"RES01VE0, that the Executive Vice President and any Assistant 

Secretary of Maryland Savings-Share Insurance Corporation (the "Corpora- 

tion") be. and they are hereby, authorized, empowered and directed. In the 

name and on behalf of the Corporation, to (1) negotiate, execute, and 

deliver to the banking institutions listed on the Term Sheet attached 

hereto as Exhibit A and The First National Bank of Chicago as Agent, a 

Loan Agreement which shall Incorporate substantially the terns set forth 

on the attached Te™ Sheet, and such other terns and conditions as such 

Executive Vice President and Assistant Secretary shall, in their sole 

discretion, deem appropriate, and (11) execute and deliver such documents, 

and take such other action, as shall be necessary for the Corporation 

to fully perform under the terms of such Loan Agreement and any documents 

described therein. 

FURTHER RESOLVED, that any Assistant Secretary of the Corporation 

is hereby authorized, empowered and directed to certify to the aforesaid 

banking institutions and Agent a copy of these resolutions and the specimen 

signatures of the aforesaid officers of the Corporation and to certify that 

such banking Institutions and Agent may consider such officers to be in 

Office and these resolutions to remain in full force and effect until 

written notice to the contrary shall be given by the Corporation in the 

manner provided in the aforesaid Loan Agreement." 

The approval of this resolution was motioned by Mr. Dietz, 

seconded by Mr. Laudeman and upon a vote unanimously approved. 

At this point Mr. Oonohue 1<*4 ih'e meeting; therefore, he did not 

participate in any further Board action or discussion. 



( 

Mr. Becker entered the ^eetin, reviewed the Net Worth Comparison 

^ate. O.ring thjs ^ there ^ At]a£ Savings ^ ^ 

Association being used as a conduit for O^bo CD's for Sharon/Security Savings 

«- Loan. Another discussion also occun.d In reference to Bay state Savings 

and Loan Association's drop In net worth due to savings growth. Hr. Ho,res 

"Id he had discussed additional cap1tal1»tion p,a„s wtth Bay state. 

Hr. Neifeld asked what consideration had been given to the methods 

and procedures used In accruing Interest on those long ten, certificates 

which pay ,i«p,e interest at maturity and also of the potential liability to 

the Corporation in the event of default. He further Ingulred as to what 

ect these types of savings instruments, when considered with the potential 

dividend liability, might have on the reserves/net worth of those rcerters 

offering them. 

Hr. Faulkner agreed that these areas of concern represented increased 

risk to the Corporation. To answer Hr. Keifeld's questions Hr. Faulkner asked 

Hr. Hall to review and develop our legal position regarding accrued interest ' 

and asked staff to gather sufficient data to determine the accounting treat- 

-ent practiced in the industry through a supplement to the PPR. 

Mr. Becker was then excused from the meeting. 

Hr. Hogg stated that Hr. Hall has prepared a ten page opinion related 

to the Issue of members' advertising. 

Hr. Hall reviewed this opinion which he said he had not signed at 

this point because he did not want to inadvertently restrict or inhibit this 

Board by signing an opinion. He added that if after consideration of the ^ny 

points and ratifications of the unsigned document the Board wished hi™ to 

formalize it With his signature, he would with no reservations 
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Some of the material Mr. Hall reviewed regarding the menbers' 

advertising was as follows: 

1. Current regulations (HSSICs. the Division's, and Conrorcia, 

Law) have a conraon thread which regulates against "False, misleading or 

deceptive" advertising. 

2. MSSIC has four alternatives to violations: 

a. Issue a cease and desist order 

b. issue a temporary cease and desist order 

c. expel the member 

d. bring suit and file an injunction against the member 

3. His overview is that the current rules are in a place to 

deal with the problem. 

4. His future view is that: 

a. anti-trust provisions make control of rate advertising 

extremely difficult 

b. guidelines of advertising could be made into regulations 

but this action may not prove practical re: enforcement 

and monitoring 

5. His suimary is that rate control not be contemplated but that 

regulations similar to the already published guidelines be considered as 

an alternative. 

Mr. Hogg said that he would prefer to operate as staff currently 

does by contacting the guideline violators and taking appropriate measures. 

fir. laudenian indicated that the flexible view of guideline violations 

was to address them in general or in specific instances. < 

Mr. Hogg stated that he has asked Mr. Beason, President of North 

Carolina Savings Guaranty Corporator, fo be the dinner speaker at this 

f- 'i 1 D 
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year's KSSIC Annual Meetinq. He also indicated that photocopies of the 

financial statements from Touche Ross & Co. will be mailed to the members 

with an informational letter concernin?, the particulars of the Annual Meeting. 

Mr. Hogg discussed with the Board a change to the MSSIC By-Laws - 

Subtitle IV. Section 2-401 through 2-409 inclusive. This section addresses 

the natter of officers of the corporation and relevent Information which 

applies thereto. Mr. Hogg Indicated that this section was not controversial 

at the December 1. 1982 Special Meeting of Members. He asked for the Board's 

authority to bring the revision of this subtitle before the Annual Meeting as 

a matter of additional business. Mr. Uudeman made a motion to that effect 

to which Ms. Miles added a second. Upon a vote the motion was passed unan- 

imously. 

Mr. Hogg related recent events regarding Baltimore Life Insurance 

Company s desire to use the space currently occupied by the offices of the 

Corporation and their therefore negative response regarding the Corporation's 

renewal of its five year lease option. He indicated that following further 

study and possible non-binding negotiations staff will be forthcoming with 

reconnendations as to action. 

Mr. Holmes reviewed the cost of the recent Cole-Rapp Seminars and 

indicated that It ran slightly over budget. He also expressed his disappoint- 

ment regarding those persons Invited and expected who did not attend nor 

notify us of their inability to do so. 

Mr. Neifeld asked if the dollar figures given as the cost of the 

Cole-Rapp Seminars included the staff's hours expended in the preparation 

and execution of the program. 

Mr. Holmes stated that they did not; however, he said the time 

expended was minimal. 
o A 1 
^ -i ■ 
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Mr. Hofe sajd that a quest)onnaire as t(ie the usefulness ^ 

the semnars will be sent to the attendees approxtately 30 days follow- 

the conclusion of the second part of the program. ' 

Mr. Hogg stated that the staff believes the program was worth- 

while and looks forward to feedback. 

Mr. Hogg Indicated that the HSSIC staff will do a complete 

review of the membership on Thursday. March 31. 1983. 

Mr. Neifeld asked for a copy of the minutes 1„ which fee 

structures for co^ittees of the Corporation was last studied by the 

Board. 

Mr. Hogg answered that staff will research that action and 

Mr. Hogg distributed baseballs which were provided by 

Mr. Donohue in recognition of the Corporation's recent contribution to 

United Cerebral Palsy Foundation. 

Mr. Faulkner asked for a motion to adjourn. Hr. Bass made the 

motion and the meeting adjourned at 12:53 P.M. 

Secretary of the'toe&ifrg" 

CCH/PMM/pat 

2-11 



MARYLAND SAVINGS-SHARE INSPRANCB CORPORATION 

REGULAR MEETING OF DIRECTORS 

WEDNESDAY, MAY 25f 19B3 

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, Baltioore, 

Maryland on May 25, 1983. 

The following Directors were present: 

!^na£dr>Ba^S Henry R. Elsnic 

MiSSi ; Jr?11 John D- Faulkner, Jr. 
wl! D IX J? ? James D. Laudeman, Jr. Jerome F. Dolivka Judith H. Miles 
John C. Donohue, Sr. Terry L. Neifeld 

/ 
Absent and Excused: Frances F. Anderson 
Others present: Charles C. Hogg, II, Executive Vice Presi- 

dent; Ralph K. Holmes, Senior Vice President; Paul V. Trice, Jr., 

Vice President; Patrick M. McCracken, Administrative Coordinator; 

Terry F. Hall, Venable, Baetjer and Howard; John J. Pretko and 

Craig T. Garrison, Union Trust Company of Maryland. 

The meeting was called to order at 9:28 A.M. and a quorum 

was noted as present. 

ELECTION OF OFFICERS AND APPOINTMENT OF COMMITTEES 

A list of corporate officers, committees and members, all of 

which were proposed, was distributed. (A copy of this list is 

attached to the permanent file copy of these minutes.) 

£ Discussion of the proposed slate of corporate officers 

included the statement that s^n^the former Secretary had IIIG2 

resigned from the Board and the"former Treasurer was ineligible, 

they were to be replaced by the persons so recommended. 
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After discussion, Mr. Laudeoan moved to accept the list of 

corporate officers for a one (1) year tern. Mr. Carroll seconded 

? the notion. 

The vote on this notion was unanimously favorable. 

The proposed connittees and their nenbers were then dis- 

cussed « Comments included: i 

j - an Audit Committee is a good corporate practice that we 

1 should institute. 
i 

- the By-Laws require that the Membership Committee should 

be composed of representatives and that the majority of this 

committee's members also be Board members. 

It was indicated that MSSIC has received seven (7) letters 

of recommendation for persons to be considered as nominees for the 

vacant board position. Those associations and the individuals 

they nominated are as follows: 

1. Admiral-Builders Savings and Loan Association - Judith 
H. Miles. 

2. . Chesapeake Savings and Loan Association - Arthur L. 
Silber. 

3. Gibraltar Building arid Loan Association - Lawrence B. 
Goldstein. 

4. Gibraltar Building and Loan Association - Diane C. White. 
5. Parkville Savings and Loan Association - George w. H. 

Pierson. 
6. Regal Savings and Loan Association - Stewart D. Sachs. 
7. Second National Building and Loan, Inc. - William F. 

Brooks, Jr. 

Comments on this list included: 

- the letters of recommendation from Gibraltar and Second 

National are approximately a year old, Admiral-Builders came in 

yesterday, and the remainder have been received during the last 

Q/. 1 7 
four months. 

Mr. Neifeld moved to approve the listed Executive Committee. 
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ass seconded. The vote was unanimously favorable. 

Mr. Dolivka moved to approve the listed Membership Committee. 

Mr. Carroll seconded. The vote was unanimously favorable. 

Mr. Dietz noved to reaffirm all other committees and their 

respective members as listed. Hr. Bass seconded. Discussion 

included: 

- « report on the activities of the Strategic Planning Com- 

nittee should be made to directors. 

- the committee was requested by staff to provide guidance 

on long range planning. This committee has wide ranging discus- 

sions with few immediate conclusions, when they are able to focus 

on specifics, reports to the Board win be made. The purpose of 

the Strategic Planning Committee will be drafted, but currently 

some items under consideration by this committee include: 

assessing the impact of deregulation 

considering what services MSSIC can provide 

~ reviewing possible data processing for MSSIC members 

Thoughts regarding the Audit Committee were solicited. 

- Frances Anderson was recommended as the chairman of this 

committee and renaming the committee the Audit and Budget Com- 

mittee was recommended. 

- There was considerable discussion about the composition of 

this committee and one suggestion was that the three (31 public 

members could be the members of this committee. 

Following discussion it was the sense of the Board that the 

Chairman should appoint the members of the Audit and Budget 

Committee. '> i -> ^ ' S. I Q- 

The discussion on the motion to reaffirm 
to reattirm those committees as 



;r yet unaPProved having been completed, a vote was taken. The 

result was unanimously favorable. 

| INVESTMENT REPORTS 
■r 
1 Messrs. Pretko and Garrison entered the meeting. A general 

v economic narrative which had been distributed was read and the 

^ Investment Reports were reviewed. (Copies of the economic narra- 

tive and Investment Reports are attached to the permanent file 

j copy of these minutes.) * 

| Following a discussion Messrs. Pretko and Garrison were 

^ excused from the meeting. 
■( 

EXECUTIVE SESSION 
t ^-<■—•— 

The Board then held a discussion in executive session which 

! f was related to an earlier item on the agenda. 

V READING OF PREVIOUS MINUTES 

The minutes of the April 27, 1983 Regular Meeting of 

Directors had been previously distributed, and Mr. Hogg requested 

discussion regarding them. This discussion was based primarily on 

the amount of detail appropriate for the minutes, as well as the 

style used in preparing the minutes, i.e., summation or tran- 

script. It was determined that staff would continue to refine the 

methods used, and that this topic would be continued to be dis- 

cussed. A general, but not final, consensus was that a more 

summary, less narrative style would be used. Important or con- 

troversial issues would be clearly outlined. 

Mr. Laudeman moved that the reading of the minutes of the 

v April 27, 1983 Regular Meeting of Directors be waived. Mr. Dietz 

seconded. The vote was unanimously favorable. 
v. 4 1 (j 

A statement was made that the mYnites of the Annual Meeting 
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(4/28/83) will not be adopted until they are edited and summa- 

rized . 

The minutes from the Informal Minutes of Directors (4/28/83) 

which preceded the Annual Meeting were requested. 

TREASURER'S REPORT 

The Treasurer^ Report for the period ending April 30, 1983 

was reviewed and discussed. (Qopies of the Treasurer's Report 

noted above are attached to the permanent file copy of these 

minutes) . 

Mr. Dietz moved that this Treasurer's Report be accepted. 

Mr. Bass seconded. The vote was unanimously favorable. 

MEMBERSHIP COMMITTEE REPORT 

The Membership Committee Minutes were then reviewed and dis- 

cussed. (A copy of the Membership Committee Minutes are attached 

to the permanent file copy of these minutes. 

Mr. Dolivka moyed that these minutes be accepted. Mr. 

Carroll seconded. The vote was unanimously favorable. 

OLD BUSINESS ' 

A preliminary insurance agreement was discussed. It was 

noted that the phase "hereinafter corrective action" should be 

deleted and that the phase "shall on the date immediately follow- 

ing" should be changed to "shall on demand". 

Mr. Carroll moved that this Preliminary Insurance Agreement 

be adopted with the above noted changes. Mr. Neifeld seconded. 

The vote was unanaimously favorable. 

NEW BUSINESS 
  Q « f) / - 

c 4 c■; 
The following associations requested a waiver of the penalty 

for the late filing of the Periodic Performance Report: 
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John^C' £avin56 «n<i Loan Association Hanson Sauings and Loan, Inc. 

CUn^/or'"anent BuiJdin9 and Loan Association 
LaCorrnna B"Udln9 and Loan Association 
Hew ^ 09 and Losn A"ociation "-ichaels Permanent Savings and Loan Association 

Hr' C:-"'rro11 n,oved ^at a waiver of the penalty for late 

vlr ~he PPR be granted to the six associations listed above 

'^ueax^ed said waiver. Hr-Laudeman seconded. The vote was 

favorable_ 

regarding a special meeting of members was read into 

tU 
CCOra 0£ theSe n,inut«s- (A copy of this memo is attached to 

Pcrmons^nt file ccPy of these minutes.) 

followv-ing a discussion of this special meeting, Hr. Dietz 

movod 

revi ^ VOte be at that meeting on the proposed 

'ncl'uT" ^ SeCti0n 2"202 ^ the By"LaU£- (ThiS ra0tio,1 
U(3ed adoption of the plan submitted by staff.) Hr. Neifeld 

Seconc3ed Tne vote was unanimous. 

Aft^ additional discussion on this special meeting it was 

cn us 0f the Board that the meeting be held June 15, 1983 

the Bel—•C(3ere> 

REI'Ort Qp —^ 
  ~ L^i^XECUTIVE vice president 

the 

Rom 

report was given on a meeting between staff and Touche 

10 ^ Co. 

^ A disc:r~ussion ensued regarding MSSIC insurance being used in 
t i o 

" Vlth the offei'ing of tax exempt obligations. It was 
trio o^n 

So the Board that this matter be tabled. 

Po 1 1 ni_ • 
3 lengthy discussion of a veto hearing on HB 284, 

Mr- Diet? 24? ? 
■ ■OVed aPPr°va:1 °f « statement to be made by Hr. Hogg 

tn/,t MSSlr • • ^ ^ • 

 interested in any power which would nrovH^ 



for MSSIC memberE with federal associations, but not in favor of 

damaging the authority of the Board of Savings and Loan Conunis- 

sioners' power to regulate investments by member savings and 

loans. Mr. Carroll seconded. 

After additional discussion, a vote was taken. The results 

of the vote were: Five (5) in favor, Messrs. Elsnic and Bass 

opposed, Mr. Neifeld abstained. 

Consideration of three (3) selected MSSIC Rules and Regula- 

lations was then undertaken. 

Section 3-203(E). Reports-Audits-Confidential Information. 

The Board agreed to change its method of operation and to 

automatically waive and penalize per the regulation. This would 

make requesting a waiver on the part of the members unnecessary. 

Section 3-213. Dividends. 

Mr. Neifeld moved that this rule be removed. Mr. Carroll 

seconded. The vote was unanimously favorable. 

Section 3-307. Adjustments. 

Mr. Neifeld moved that this section be rewritten to parallel 

the amount of penalty in this section with Section 3-901(B)(3). 

A short review was given regarding MSSIC's tax status. 

A report was given on the following associations regarding 

their net worth position and rules compliance: 

Municipal Savings and Loan Associations 
Chesapeake Savings and Loan Association 
John Hanson Savings and Loan, Inc. 
Friendship Savings and Loan, Inc. 
Mr. Elsnic moved that Liberty Savings and Loan Aseociation, 

Friendship Savings and Loan, Inc., Ridgeway Savings and Loan 

Association, John Hanson Savings^^j^oan. Inc., Chesapeake 

Savings and Loan Association and Municipal Savings and Loan 



Association, all associations under 3S net worth, be required to 

enter into an insurance agreement and that this action take place 

before the next scheduled Regular Meeting of Directors on June 22 

1983. Mr. Dolivka seconded. 

It was explained that this action would be extremely diffi- 

cult from a staff timing standpoint because it will involve negc= 

tiations in every case. It was then suggested that instead, all 

associations at or below 3% net worth which are not currently 

under an insurance agreement will be notified of the need to enter 

said agreement and such negotiations will be initiated prior to 

the scheduled June 1983 Board Meeting. The motion was then 

passed. 

A brief report was given on the most recent Board of Commis- 

sioners Meeting. 

A brief report was given on the first Premium Restructure 

Committee Meeting. 

It was reported that the first regional luncheon with a 

small group of members is scheduled for June 3, 1983. 

Friday, August 19, 1983 was said to be MSSIC baseball night 

at Memorial Stadium. Forty people can attend a Bullpen Party and 

ballgame as guests of WMAR-TV. 

Following a discussion and restructuring, Mr. Neifeld moved 

that the following resolution be adopted by the Board: 

RESOLVED, that it is the policy of the Maryland Savings- 

Share Insurance Corporation to insure all accrued but unpaid 

interest on the insured savings accounts of its member associa- 

tions to date of default ("insured^ savings accounts" being defined 

herein .s including all certiflca^Ri deposit, jumbo certifi- 



cateE of deposit and other accounts lawfully offered by aeaber 

associations), provided, however, that no account (whether con- 

sisting of principal or principal and interest, whether paid or 

unpaid) shall be Insured in excess of 5100,000. 

Before adjournment, discussion was held on the dlvlslveness 

in the MSSIC industry and to some extent the extension of this to 

the Board. It was also said that, the actions of the Board have a 

lot to do with what the membership does. Another statement was 

wa. that there Is a high level of misunderstanding In the KSSIC 

industry which is affecting the corporation. Directors were asked 

to reflect on this situation. 

Mr. Bass moved that the meeting adjourn. After a second, 

the meeting adjourned at 1:42 p.m. 

Secretary of t^M?eting 

CCH/pat 
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EXAMINER'S COMMENTS 

Pidgcway Savings anri Loan A s s o c i tion 

Commc n t 1 : 

An examination of ,the files of the mortgage loans 
granted durmg the period of February I. I982 through 
February 28, 1983 revealed the following: 

C. 

D. 

Loan f i 
1 i n 

•29A(2)(a). 

les Nos. 862, 86A, 865 and 866 did not 
,aPpI !catl0ns as required by Regulation 

Loan files Nos. 857, 862, 86^, 865, 866, 869, 
871. 879, 883 and 888 did not contain appraisal 
reports as required by Regulation .29A(2){b). 

Loan files Nos. 856, 862, 86^ and 866 
contain a memorandum of settlement as 
by Regulation .29A(2)(c). 

did not 
r c q u i red 

Loan 
871 . 

files Nos. 855, 860, 861, 868. 869, 870, 
873, 881 and 888 did not contain the 

original of the current insurance 
required by Regulation .29A(2)(d). 

policies as 

o f 

Loan files Nos. 856. 862, 86^, 865, 866, 868, 
0/0 and 871 did not contain a certification 
title as required by Regulation .29A(2)(e). 

Loan files Nos. 856, 86A, 869, 883 and 888 did 
not contain the original mortgage instrument a: 
required by Regulation .29A(2)(f). 

Comment 2 

An analysis of the subsidiary mortgage loan records 
reflected the existence of seven delinquent accounts as 
determined by the definition set forth in Regulation .01G. 

e outstanding balance of these accounts totaled $295,710.63 
as of the date of the current examination, representinc a 
de mquency ratio of ^.91 of the total mortgage loan balances 
outstanding. Unpaid interest on these delinquent 
amoun ted to $11, 793.57. accounts 

A review of the loans subject to comment scheduled on 
age 9 of this report reflected that loan No. RM 662 was 

granted July 29, 1977 for $^0,700.00. As of the date of 
examination, 6 years later, the outstanding balance remains 
$'<0 ,700. 00 . 

C ommc n t 3 •' 

Commercial Law Article 12-109.1(b) states: 

"(b) If there 
account the bo 
the option of 
the overage to 
of leaving the 
refund of the 
the receipt of 
bo r rowe r fails 
within 60 days 
of an overage, 
the bo r rowe r p 

is periodically an overage in the cscrow 
r rowe r shall be given at least annually 
receiving a refund of the overage, applying 

the payment of principal and interest or 
overage in the escrow account. A 

overage shall be made within 60 days of 
the request by the lender. If the 
to notify the lender of his intent 
from the date the lender mailed notice 
the lender shall return any overage to 

romptly. (1978)" 
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idceway Savinqi> and Loan Association 

Comment 3:(Cont.) 

There is no evidence that the association is ccmplying 
with the above siatecllaw. 

Comme n t ^ : 

 the records supporting free share loans revealed the following: 

A. The annual rate of interest being charged on share 
loan No. 309 was not reflected on the note supportino 
this loan. 

B. The passbook securing loan No. 309 was not in file. 

Comme n t $: . 

An examination of the books, records and accounting practiccs 
revealed the following: (-iitcs 

A' ?f lhC s^'d'ary free share occoum. 
oil. than the control account "All Savers - Rolling Rd." in the general ledger. 

B' I'cWVtl 0f the subsidiary ^ee share accounts was 
o 17• . more than the control account "6^ Savings - Rolling Rd." in the general ledger. 

C. The total of the subsidiary records for the certifi- 
cate invested in Eastern Savings 6 Loan was $255.75 
less than the general ledger control for this account. 
It was further noted that the association recorded 
the dividend earned on this certificate to "Interest 
Earned" for $255-75 more than actually earned, creating 
this variance and overstating their earnings. 

A correction should be made to properly reflect the 
earnings and the balance on this certificate. 

D. The general ledger account entitled "Money Order 
Exchange" is used to record funds received from the 
sale of money orders. 

In February, 1983 the balance in this account was 
$2,7^2.26 which was reflected on the association's 
books as i ncome. 

The above amount (as well as all future sales) should 
be placed in a liability account until these funds 
are remitted. This procedure will eliminate overstatinc 
t e association's income as is now occurring on the 
monthly SL-200 reports. 

Comment 6: 

A review of the minutes of the meetings of the board of 
directors revealed the following: 

A. The minutes did not reflect a dividend resolution 
prior to the payment of dividends for the period 
ending January 31. 1983, as required by Section 
9 - 'i 0 'i ( B ) of the Financial Institutions Article. 

B. Minutes of October 20, 1982 stated: 

Discussion was held' reganding annual pay raises and 
it was decided t he re'vkgi Ol! be none due to poor 
condi t ions." C ^ C T 

On February 25. 1983 secretary Rosemary Tyler's 
salary was increased approximately 12.Ii. 



Ridpeway Savings and Loan AssocI aiion 

Comment 7: 

A review of the association's fidelity bond revealed 
that the present coverage of $255,000.00 is $20,000.00 less 
than the $275,000.00 required by Regulation .22B. 

Comment 8: 

As of the date of the examination, the association's 
"tal net worth was $ I 3 3 .'.O I . ) 5 , or I.gU of its savings 
liability of $6,978,920.08. The association's net worth 
consisted of the following (as defined in Regulation .^0-IA) 

Reserve for Bad Debts 
Undivided Profits 
Current Earnings 

$308,533.^8 
(83,059.81) 
(92 .072.52) 

$133,^01 ."TjT 

Regulation .^0-18 states: 

"B. Reserves. In order to maintain the safety and 
soun ness of an association and to assure that the public 
interest is protected in accordance with Section 9*327 
of the Financial Institutions Article, an association 
shall maintain reserves at all times which exceed 3 percent 
of its savings liability." 

Comment 9: 

$100 date the examination, the association had $100,000.00 invested in unsecured federal 
a permissible investment under Section 
ancial Institutions Article. 

funds 
9-1i I 9 (A) 

this is not 
of t he F i n- 

Comme n t 10: 

No associati°n purchased mortgage loan 56 (3036 Straford Street - original amount $18,000.00) 
a a discount of $750.00. The entire discount was taken im- 
mediately into income. Regulation .13 states 

'When an association makes a discount loan, or purchasts 
a loan at a discount, it may take into income in the 
year in which the loan is discounted, an amount not 
exceeding 3 percent of the face value of the loan; and 
the remainder, if any, shall be taken into Income ratable 
over the term of the loan, or over not 
7 years of the loan, whichever term is 

less than 
less. " 

the first 

Based on this regulation, only $5^0.00 of this discount 
should have been recorded as current income; the balance 
should have been deferred per Regulation .13. 

Comment I I : 

the A review of 
set forth in the 
the following comments 

action taken to correct the exceptions 
prior report of examination revealed that 

remain uncorrected: 

Comme n t 1 : 

D. A review of paid off loans revealed that interest is 
not paid on the borrowers escrow accounts up to 
the date of pay-off as required by Section 12-I09(b) 
of the Commercial Law Article. 

Comme n t 2: 
2428 

An examination of the books, records and accountinq 
practices revealed the following: 



^ i d q e w y S avlnas and Loan A s s o c i a t ' < r 

Conmcn t 2: (Cont. ) 

A. The association services loans for others at lo:' 
offices. Their loan balances should be posted to 
the general ledger with a contra account as a natter 
of improved internal control and also so that the 
balance can be readily ascertained for inclusion in 
the blanket bond coverage. 

INFORMATIONAL COMHE NTS : 

A. On May 21, 1975t the association granted a first 
mortgage loan to "Farnandis Farms, Inc." - W. Walter 
Farnandis, President - in the amount of $20,000.00, 
§ S% - 10 years. 

On January , 1979. this mortgage was paid off; 
however, the pay-off letter stated, "Leave $100.00 
balance on mortgage but close escrow account. Do 
not close mortgage account." 

A review of this account reveals the following: 

1. Advances on this mortgage have been made, as 
foilows: 

December 1, 1980 - $6,000.00 
December 2, 1980 - 2,000.00 
December 10, 1980 - '(00.00 
December 23, 1980 - AOO.OO 
January 9, I98I- 200.00 
September 21, 1981- 9,000.00 

$76.ooo.oo 

2. The present balance on the mortgage is $11,000.00; 

3. I nterest-on 1y payments are being made on this account 

h. The 9^ rate represents a sub-market interest rate 
as of this date (March 21, 1983). 

B. A comparative analysis of the financial condition of 
the association as of February 28, 1983 and January 
31, 1982 revealed the foilow i n g: 

I nc rease 
(Decrease) 

Total Savings 

Total Net Worth 

Total Mortgage Loans 6,086,627.99 

Total Assets 7,19^,678.91 

Pe r 
February 28, 1983 January 31 . 1982 Del I a r Amoun t Cent 

$6,978,920.08 $5,8^9,965.83 $1 , 128,95^.25 19.3'- 

306,699.38 (81,225.71) (26.5) 

5,526,091<.89 560,533.10 10.1 

6.1^9,663.83 1,0^5.015.08 17.0 

225.^73.67 

2-1 9'j -A A->» » / 
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Ridqcway Savings and Loan As social i( 

INFORMATIONAL COMMENTS: (Cont.) 

C. A review of the association's earnings for the calendar/fiscal 
year ended July 31, 1982 disclosed the following: 

? to Net 
Pollar Anpunt Oper. Inc. 

1. Net operating income (Page 6. Line 1) $^72.625.7^ 100.0°; 

2. Taxes (Page 6. Line 4) (15,522.00) (3.3) 

3. Earnings distributed on savings (Page 6, Line 3) 569,373.1(5 120.5 

'■ ""f&t <8'.«5.7i) (.7.2) 

5. Net income distributed (Total of 2. 3 and ^ above) $^72.625.7^ 100.0^ 

2 4 ',i (t 

- 1 CH- 



of associatic;; I 0(^1 [ifr^ y bTil I rJ^S. - Ltr.o /" .'" 1 /"J 

As of D^,e  ZP, l^r = 

Exaniners 

 CHtAlF.K P. FsoAPr*. 3 / 
rrsifii. ~TK~ x 

z: 

Thif association post its books _    M^j-^ ly 
(daily, weeKiy, r.ontKly, quaVterl;. ' 

Does association obtain yearly independent certified audits? 

On Line? A/q 

rORM: OLW/BSL/f2/e-80'81-192 

24 3 j 
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\ ii j'K Arrntinih 
In^ijri-d h\ 

0' ^ 

EXAMINATION AS OF 
rr .2 f j - ' : r ■■H 

P: 1 C P, r ■//>' J i.t ') I f) g.L X c r.'J r/L^rjC //cT7^ w 

9^0/7 r/rr^rp ;cK A'-^o •> - . z 2 i:-f 

Adflfrs- n( |U;in<-h<-s 

//2</ N fiolLiAJG 

/.I|l c.^. 

? ■ 22: 

l r.-.. Shn rc' or Snvmp4- Acrounls 

Cn 
■{..MW'- 

$ ^ •-A ^ ^ 

Nt'iri ^m^,. I ,<->;!nv 

■7 ' ' 7~7 ^ \ (s f ' ' ' / 

oiifTZr'L iv u) V £ 1 
3 tO 
T"w S'f.-reiS 

„ V-'o /a--/ 

Diiic C'hnrU'rrd Siork or MulunI / 
/ 

Vi'iirs l-'.nd Annunl Mffimt: Dividend Ki»l«* 
nnd Period 

OFFICERS AND DIRECTORS 

AHdrr s- r.iy Officor OiriTfor 

in W- uififirA Fmi',jon ij &2o2- o//) coi.iir^,e ftp cois^e,/*  LXl     * r>   ■■■  . » « *. ■- ■ \ ^v 1 

^/r.^l^U rfon,.'<r* 2200 Ao UcTSsrrt^rU] 

,iiCo^^ Sie^orJ ; jf] bjoo UJi*)Osa^ v>i,il (SO I 

'41 Gf^ 6 ( H fiL-ff.i. 2 32 fOftiDGli UO*y  ; / ' 

K.li' -nr ■ <no(, ■ ruice-Vcr-^ ^dST^T'^h ' XJ_ 

 F^ry 76/1 fiUc ■ SyKfSm He / 

'Tl VrffThj Jfi 3^^ ST JoLajj t*ij: fz/ir.r^-^i,-^ rrrr?, 

1^1 .fieiZ/vty 'TyJff 5c,to Wo* Dfiue uJooOSuor ZrVf? < . 

ixl 

• im . 

<11 > 

• IJi . 

«14» . 

Counsrl 

\;l.,, il)   

a.mi-.k- Z/^'/ fiUli/ue. Rote 

IVrinH of Kxnminnti 

I-'rorr /vf-f.ck 9 /Qfi To A ztTfe 

&)L'h-rioAt. m/lAy JnyQ 2lZ 2% 

w £)/i0'O lij wfiKrLrj C P-t 

AHdn'«»* ^7?0 ^ 

rMAhtudle n a'■s//"*c 2 iozI 

2-13 1 Exnminrr-In-^'hfirci 
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comparative percemtage summary 
r\ l'lJ}'\T KXAVINATION 

1. Tom I 

2. H< serve for finH DchlB 

I'nHividrH prnfns nnH surplus 

4. !• irsl mor(|tncr lonnv 

(JrounH rrntfc owned 

Liquiri AHArt«: 

'm) Cnsh 

Mi> InvcKlmrntn <Srcuritics^ 

<«■) M.SmS.I.(*. Hopfmit • C/F ^ 

To|hI Liquid Ari»o(s 

7. Slow A**<>lw; 

Oi) Slow morigaco lonns 

MO Rnil ofMntr Owned 

<c) Offjcr Doildmp & Improvrmrnln (not) 

<dl Ix-nsohold Improvomrni•; (n^i) 

<r) Furnitore & Pixturrs fno») 

'0  

Toinl Slow Amhoi* 

^. R'lrrowfd Mom \ 

Opr-rntinf; rniios: 

<h) CiTns* oporntmf; inromr 
ntom 9, Pner 4) 

<M Total op<THi mc rxponiie 
<Ilofn 25, PnKo 4 nnd licm 20. Pn^o S' 

<f > % Oprrntmp rx()onsr lo qthhh 
oprrni injf income 

<d) Nol opvrniinc inrom»- 
(I«rm V, PnCo ft) 

Dividend* 'pner (i» 
'fl Hividondfi to nol nprniimfr iin onw 

'k1 Total nnnrifi nt rnd of fiscnj yrnr 
<h) % OpnrnlinR oxprnur to total 

<i) Shnrr IihHiIiiv nt rnd of fmrfll 
yonr 

'j' % Sri mcomr lo nhnrr Imhility 

<k) RoMervr for R«d Orhln 

<l) % Redone for BnH Debts 
loShnre Linhility 

♦ m) Totflj Net Worth 

<n) r, Tofnl Net Worth 
to Shflre Linhility 

l» /?c te \'it S IV,I. 11 
n/ 

Amount % lo TotnI 
A»>*e|». lo ToimI A-wrts 

? 7/fy: 678.9i/~ ^ /<y7 /,c2 i3 / 

Sor S33 yp, y.3 ^ J 3^8 5.33 yf X S A'. 

< ^3. o59. g/>^ 0.-^>, f ^ t 92.^ 10^' -*U 

* Q TW.U"/ sSSStntUto y SI t X 

? '5C^ p. 1 r/ f ?st2,:<' _6-LL 

f " 72Z ZS'J 91 ^ 

3 7/ ?/^.7 7 ^ 

/3oo.^o 

? 7^^ ; ^7^,5 ^ /(5,^ 
/y ? Saa no X 

t 3^.73g»V ^ 

? 21S 7/0 -^2 / 

Si s OS. 0 a y 

/Vj yog- 79 x 

/S /"? 21 /       

f Sot. H'J 

S /JO • oc / 

¥■! % ? 36.g iw 3a, _a_^ 

hoy z'i y 2 y .X 

• 2- K /f US o ^ - 

7 0 -x s S3i / g 1 r/ 
 % ^ $ /aj ao/ — ^ , 

Vrnr Knded . 
Rn| ios 

? 6?° 

f /v7J?? 

1/72 

Venr p.nd^d. 
Amnun?» 

f tttoStSi 

f /•-y .st 

J o / ✓ J I f 'it \ 
Rm ios 

573 vr ^ 

23,8-X 

/.frf r 

z-1 r. 

a. 1 ^ 

s ~?£.viyci 

O O 
X. l3 . ' - 

/ 

? -■ i 3^al 

$ VJf I St t - - 

? 91? (3^ , 

. S. <1: (,-1. iS s 

; ScliiZMt^ 

X 
, 366=,miV 

3S 

_zi_ % 

5Lff % 
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STATEMENT OF CONDITION l AhtUil A 

Vnmc of Insiiiuti<in  /*h*4 A-caJ 

as ol . _£fjSAO*'j t£   

ASSETS 
1. f'irM mnriRHRr lonnh. 

«. I'ir»l moricflcr dirrci n-iluction lonnv  .< C? 7 7 ?. 
I». Firm mortRngo drop shun- loiin'»_     
r. r.ll.A. morlgngr loons    
d. 0.1. morfpnpr Imins  
• . I'irRi morlg.ipr MrnicrHl WwinM. 
f. Part iripnt ion loiins  
c. A« rrucd inlrrrxl nTrivnhlr on firM moricnpr loim*- 
h. Ailviincrs ftv jn«iirnnr<>( r|r , on fir«i! moAcnc#. loxmv    ^ * .1 f % I- O? (o ^2 7 ^ 

2. SuhorrjinntrH Lirn«: 
SrronH Morignpi-R . 

h. Acrrucd mirivRf rccnvnhlo on nocond mortpnt?« s 
r. Advimcoft for tnxo^, insurHnrr, rlr., on forond mortcacrs. 
I'm Shun1 Account l^oim*; 
ii. Lonns Korurrd hy ftrrounln of ihis nssorintion    $ /** **, V 7 ^ !C* 
t>. Arrrucd iniorrsJ ri'fcMvnhlo on frro nhnrf iirrount lonns     ^ ^ 

Olhrr lonnn; 
a. lxMin» on all otlwr wr« tintv- 
h. t'nsrcurod lonns  
«•. Arrnicd inirrcKl ro<Tivnhlo on oihor loans. 
Rrn| K«ifilc Sold on Conlrari; 
a. K«»nl oslMtc sold on r^mlrarl   
h. Accrued inirrcRl n ccivahlo on rcnl rKintc sold on contran  
c. Advances for (axes, insurance, clc.. on mil ostair sold on contract. 

«i. Real estate owned (exclusive of office hld|;.>    / poC qq 
7. f I round Rents (KvnfH     "y f 3- ■ C ^ 

investments: 
a. Stock in Federal Homo l»nn Rank 
h. Federal Home l/onn liank Securities, 
c. I'.S. Government oMigniions. 
d. Other investment secunt ics — 3 7 ^ ^ 2 ? ? *37*/ f ' • 

!♦. M.S.S.I.r. Deposit 4- k.J z 3 o o 
If. Investment • Servicc Corporation. 
II. Cnnh 

a. Clash on hand       $ /^. ^OC> g O 
h. Cash in hanks       S" 3 7^^/ 

/ rc> c o d>. 3Q 
H e>~r-r*t    ^ Q C 2^t 2SL ^ ^ 

12. Office Huildms 'if owni'd' 
a. Office huildms; and improvement*   $ /6 3 3*1 ^ ^ 
h. Less allowance for depreciation /J 9 2 £ £ * / V ~ f^S • ' * ^ 

13. leasehold Improvements 
a. leasehold improvements         * 7^'-"- 
h. I>»sp allowance for amort izat ion.   "7 ? - ' $ ^ .Q ^ 

1*1. Furniture, etc. 
a. Furniture, fixtures and equipment     f 77. ^ ^ 
h. l^ess allowances for depreciation ^^ ^ ^ 7 $ 

l?>. Deferred charges         
1«. Other assets (Schedule fi. Page 14*   JS" 'S 7 . ^ C ^ 
17 .       
18 .      

TOTAL ASSRTS, 

24 3;) 

? 7 /?t( (■??.?I 

' QPM C Lw Bi L >6«2 e-BC 81093 



STATEMENT OF CONDITIOM..(Cortinu»<i) iMuhii A 

cai'it \ i, and i.nmi.mi.s 
I r'-*- Hi-count - 
a. 1n«tnllmrnt shitrr dues rrvdil«'d. 

Dodurl—()«'linqiionl durn (if rnmrdl  
SuhH om I    
Add—I>ividrndR (unless included in 20-m)_ 
Not frrt inRinllmrnt nhnros  

h. Snvinc* Bhnrr* «nd ncrounu (pnymonlK «nd dividend*»    / / /^. 7 
r. VHfinMr Dividend Crrdfirnt -L. 

z S9^ 5 -■. K|W*-1'   'I    I ||, . nil ml . > / ^ CO ' C f ~- 
f- ^ -h-i ^pn 1 11 ir 1 IIII.| 11     )_ j u fT * <0 Cfs^.-r.rs^d ^ 
f. H> pothfTHicd Shore Acrounl»«—Mortp.ici. Louns  
c. PMkpH Shnro Arrouni!.-Frrp Shnn> Arcoum L.inns  /r '/ - 73 
h. Inromc Shnrrn   
i. £ /*'«vj i/Ts -  

Orfl 

/^. z' ? </ c -i 
Toml Shirr Arrount*       / 97^- frl ^ 

21. Oihor Account* 

<"hri*imn* riuhF__   $ 2 2.10 OO 
Viu-Htion Cluhv  

Tolnl Oihrr Accounts   ———2 " i O O — 
Advjinrojs from Federal Homo l^oan Rnnk.  

2"1. H'trrowcd money; 
h. f-rom Imnkw (Schedule 8, Pnj:e 14 > j / C O O O 
h. From others (Schedule 8. Pnjfo 14> 

24. Moricngew on renl ^stntc owned    
/OS 3 O 

2ry. Interest accrued on items 22. 23 nnd 24    
2'». Dividends declnrcd, unpaid nnd uncrediteH  — 
2.. Taxes Mrcmed and unpaid on renl estate owned     
28. Account* pnynhle c*' '/ *7 2 ' 
2!l. I.onns in proces^^  

Advance payments 
a. Advance payments hv borrowers for taxr s nnd insurance 

<if enrrjed senaratrlv>  ? "72 
»». rji /T rc*/s^>    / ^ - / -: 

11. Othrr liabilities (Schedule 7. Page 14» 
32. Deferred credit* to future operationfi 

a. For onr-Mrned pr'»ftt on roal pMatr «o!d 
f>. I- or mcomr collrrtod in ndvnnt r  
c. For income Taxes     
d.   

n. spocific reserves; 
a. For unrolU rtrd mien-st 
b. For subordmatod Iirns 

- r y Q . : 

34. fiifnenil rrsrrvr* 
a. Reserve for bad debt*   ———$ 3^^ ^3.3^/^ 
b. I- edcral ln*uran« e re*«'rve <if msurodl 

d. 
r-           ^ o/ f ^ » 1/ ■ 

3r). Surnlus   
3b. Undivided profit*   5 ? * ? ' 

3'. Howrrx'e for estimaied dividend renmrrmrnl   
Current earnmc* < if interim «tatomont^_ _Z. .rnont hs ended, 

40. 

TOTAL CAPITAL ANT) MABfUTIKS 24^ f; izjiLjtiLlL^ 

r Com DL«'BSL/»7.3 8-60/81-192 



STATEMENT OF OPERATIONS 

NAVI or INSTH TTION F.iCC-Cu,^ tfio un . 

} v' lf'ir li 

I. GROSS OPERATING INCOME: 
I. Inirrrst 

n. On morfRMpr loHns—orfjimirx' chkH 
collrrl ion*..     

•». On morlfiiisr loans—nil ofhrr  
v. On I nuns on shnrrv, piis»>)>nnk«> und 

rrrHfirnic*   
ci. On rml psUUf soM on ronfrun  
r. On mvrMmcnis nnH Itnnk Hrposns. 
f. On pmprrty improvrmml lnnns__ 

C' On frrouml rents  
h. Othrr  

1. niscounl on lonns (cum ni insinllmon« 
nnH Hmorhzniion only)   
ApprHisid fco*. IcirnI U-os nnH initial nrrv- 
if <- rharot'w  

A. Other frrs nnH fin«*f 

S. K^ nl rstntr opornt ions—Nrl inromr or 
'lovs from R.K.O. Hoi Mils «»n pngo f>) 

H. firos*. incomr from ofTirc l)uildinp_ 

l^ividonHs. 
m. On stork in Kodornl Homo l^onn Bnnk 
l>. Othrr Hividrnds    

Misrollnnoouj porntinp inc'»mo. 
'»ross opornting incomc.  

II. LESS-OPERATING EXPENSE: 
1 Snlnnrs, ctr.. 

ii. Comprnsntion to Hirrrtors, offirrrs. 
mnJoyrrR, cfr.   Frw**/if/1£_ /f 5 " 

h. ^riJIl'I'Mtni t'tpr TTVr <Hf>rnts, etc.).. 
11. I^cnl •irn iros—roininor, trsivi lmc rx- 

pf-nsrR nnd spociit] srrNiff*- 

U. l-^xponpc accounts of diroctors. officrr^ 
and rmployrrs    

I 1. Ronf, lisht, hrat, etc.   
14. Offirr huildinc oxponsos (if ownod^: 

n. Kopairs, tnxrs nnd m'Mnlrnancr of 
offirr building including drprrciation 

lr». Kurmturr, fixlumK and rquipmrnl. m- 
• hiding drprrriati'»r.      

It*. Advrrti*.mc    
17. Stntionrry, printing and officr supplies  
lN. TfVpraph, Irli-phono, posiapr ^ rxprrss 
If'. Insurance and hond prrmtumjt  

*■1 '• l odrral msurancr prrmmm 'if insured*  
21. Audit and supervisory examination  
22. Tnxe« tother thnn real estate tnxrs)  
23. Organi/anon due». 

t'urrent PrrK»d 
From 

To fe& iR /9S3 
Krom i /qgi 

Tn ju'f 
I'ron. fPC I, 14 t o 

1.. /Qg,( 

? 3C-V l/j-u-Z' $ 

?, ■(* a g- 

/g aT" 
(.ZI i v 

2 /. f?,: 

/ C 2. e O 

_y_££9_£V_ 

2,/ 7o oo 

3S 9 ■ .'o 

/ C i- i ■' o 

/. /- '-V ^ ^ 

3E5"O.O-5 

f 11 

{''■ z a a 

' 7^ VJ 

JJO 

!> 
77^'^ ? X * '■ /- x s ffg ziZ.C 

i l'J. f ti- ^ 0 .-'p- .T 
/ 7 5"- 7 l-  C. ? " - - 

•) 2". 3i 
'/iC-oo 

3 '( / /' w ^ 

' ^ [ 

7"^-- ,->- 

j : 

' 1 '.i Zf '" 

J / £ -i22_ 

.■2 7o3 .79 

// ' 2 B j, 

5 yd CjU 

Ci't ^ - 
rv."*'. JU -v 

/ ^o3 a C 
r c 'Zk^l /C iv< 

;r 
lrtw /; 

? a' yb 
24. Other operating exprnse  
2-e). Total operating exprnse 
III. Net Op«roting Income Before Interest and 

Other Chargei   
(Carried forward to page ,*>) 

rcow OL* PSL •P-* B-BO 61-192 

//v.? 7 9 
773° 

t 7drtS\ 1? / t IZ2 ?vr Si/ t /z^ ' 

t 3i3. SZl. ^ ^ t /ZS IS"/ 

24 37 4 



-TATI.Vr.NT or OPK RAT IONS <C«>nlinMrd» •A'.i;-!! H M 

< urri'tit IN*r»'>rl N .-.tt ^ 
\ rn~ hOCe <| I-" mm I /% £ I I'.. / , scr 

T" rra fQ T"^Ji^LL_!jL!i_ T,,VO/V a. , Q»I 

Js. 

Nrt Operoting Incorrc Before Interest ond 
Other Charges  
trnrrirrf fnrvnrH from pHgo 4) 
LESS-INTEREST CHARGES: 
(In nrtvnnr^R frnm (Vrlfrnl Home l^.in 
Mnnk    

S ^ X f "97 ZF' ? ¥31 Its 75" 

On horrowed monrx   

Toinl Intrrosl    
OO sySr^O -7^/ 

JXH^JAL 

V. Net Operating Incomr 
$ . Zl.y Z / S 2^ PO ^ $ V2 7f ; 7^ 
$ ^ v.3 

vi. 
in. 
31. 
•12. 
.11. 
.14. 

VII. 

VIII. 

IT. 
1*. 
10. 
•40. 

IX. 

ADD-NON-OPERATING INCOME: 
Dividrnds rftninrd nn wiihdrnwnln  
Profit on f-nlf of ri-Bl rKtntf*  
Profit on snlo of invo^tmontk 
Morf prr pn\ mml ix'ntili irs 
Othrr non-<->prrnt mc ini nmr__________ 
Totnl non-oporntmc inromo  

/ f V77. /- t y/3. f 9 V- a / 

$ — 0 — $ ~r7 —• 
Net Income After Interest ond Before 
Chorges___   
LESS-NON-OPERATING CHARGES 
(do not use lines herein for items 
chorged direct to reserves); 

K tire r I oft urr ro«ti. imd hnrk ihxos on rrn! 
riintv nrquircd (unions r/ipunlirrd or 
•'hiircd to rrnvrvr*  

J/i u?0 </3 / f. VX < r.o ilV zt 

Loss on snlo of ronj ounir _ 
I.'m*. on snlr of invoviniontf 
(^thor non-opr>rnf mp ohnrcfft 
Totnl non-oporniinp rhiirp^-s 
Net Income for Period  

$ — 
? Si3 ^"o .O x ? -^77 /^T / « y/D = 

REAL ESTATE OPERATION (Detoils) 

REAL ESTATE INCOME: 
Krnl Estnir RrntK  

Totnl Km! I".«tnir lnr»>n.<' 
LESS-REAL ESTATE OPERATING 
EXPENSES: 
Tnxr*     
I n k ur a nrc-    
Rrpmr* «nd M.-iintonnnr*-. 
f'omrr.i^R ion»-_   
On prrTiiil mn '  
(>fhrr MiftCflliinrouN ronl r«inte rxpf-nw'-^ 

10. 
n. 
12. 
1.1. 

t 
".y 

Totnl RphI KMntr Kxpoiii&rw  
Not profit on Ken I F.ntnif OprrntionR  
Not lo«ft on Rcnl F.^lnto Orvrntion* 
(Note—Inaert nri inromc or 1o«ii in con- 
nection with n-nl entnto on png#* 4 niR 
indicfltrd.) 

O A ') 
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niSTHlHI'TION ok M r INrnMK AM) 
hki'um'ii.i Aii-:vr or i Niin inKD i-kokits oh kahm;ii -i kpi.; -• 

I>..n i / ^V-a 
T>. frGiq ne*> T" owvii (*tv T .oiv 

Distribution of Net Income 
1. Nrt income for ix-nod (1,^,^ ]\ ^xh p, 

Distribution 
2. Trnn*f<T^ in reiKcrvefi: 

«. Krdorn! msurnnre reMTve.   
He^er^•e for hnd   

c. Surplus.  
H.  

? i ll ^t 3 . "sJ k fli -s •"•X s_iyj_13^L 

M. Kurninc^ diKir»l»uird on nnv. cflpitn|: 
«. Dividend* on Kiivmpc loi• 21 
h. Inl. on deposits, inveM., cert, etc 2. f* 
r. Re*, for div. on Vnr. Div. CerlP.    
d. 

4. Other 
n. Pedernl inrorr.e mx. 
h.   

Toml I>istrihuiif»n of Net In^•orr.^•, 

•>. N>t Income After Difttnhution  

7. Net inrnm 1 'ndistrihuted 

 9s; 
-IS V-J 

/toz-oo > 

/Co zvi 
Zpu a 7 

y/rr iro: . scztr -rs 

t<3l22£ 71 

Reconcilement of Undivided Profits 
^• Hi»lnnrr—hrf inning of p»Tir>rt ?<:?5 osq.?-'> ^ < /tju (o^ ^ fe ( Q 

Not Income After Oistnhution Hine 

1^. Otln r nddit ii.n.- : 
n. 3//1 2lZ-(\Pr^C. MWA 
h. ^ ,*-*0 ^ U.. 
r. fiOi A^ix>. 

f ~ ?< 8/ 7,- "> c < 2W 7^.^ Jg. > 

f     ? ■ j Kb" 

d. . 

1. SuMotnl_ S < ?? V'" ^ 
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Schedule No. f 
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department of licensing and regulation 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 
•1 C/S"! {-ALTlMOB( CtKCCT f,tl. T lUC^l . UAC-V LtN- 

SCVf NT- t ..COt 
3C1 

JOHN J. CORBLEY 
SECPCT««V 

July 27, 1983 

Board of Directors 
Ridgeway Savings and Loan 

Association 
112A North Rolling Road 
Baltimore, Maryland 21228 

Gent 1emen: 

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 February 28 I983 
for compliance with Maryland statutes and regulations and does not 
constitute an audit of these records. 

We request that you carefully review the entire report and specifically 
1rec^ your attention to the following item of supervisory concern: 

I. Comment 8 reflects that the total net worth to share liability 
is well below the provision of Regulation .^0-16. 

Please advise the Division of the action taken to bring the 
association into compliance. 

You should also review the other exceptions discussed with 
management and assure this Division that corrective action 
has been taken. 

The Board's attention is directed to Examiner's Informational Comments 
A and B which outline the two most recent examination dates and also 
highlight the association's operating results for the period ended 
July 31, 1982. 

111G 4 

9 J A c 

(-ALT 1MOC 1 - cc f s-f • c 
CuTSire MfTCc 4. p r £ 
'CLL-rtrr i-P00-4s;-7tri 

7 v r oc c r ^ f 
f- A ( TC ^ A ?f3.75V« 



Board of Directors 
Ridgeway Savings and Loan 

Assoc i a t i on 
Page Two 
July 27, 1983 

The Board of Directors is requested to hold a meeting to discuss the 
comments in this letter and report of examination and to advise this 
division in writing of the specific action taken with respect to these 
(natters. 

Very truly yours. 

Charles H. Brown, Jr. 
Di rector 

CHB:JJB:1b 

Enclosure 

cc: Maryland Savings-Share Insurance Corp. 

214:) 



•" ^ l v 1' 
L\l_n r>' 1 k. t-»> 

HIV. Or VVA' 

MINUTES ^£1:. 

ri>e meeting of the Board of Directors of Ridgeway Savings and Loan 7^soci 

ation was called to order by the President at 8:00 p.m. on August 24, 1983. 

Those in attendance vcre all of the Board of Directors and the Secretary. 

The Secretary's report was approved as read. 

The Treasurer's report is as follows: 

ROLLING ROAD OFFICE 

8,650.00 
100.00 

Cash on hand <; 
First Progressive S/L ±yjvj (JU 

First National Bank - checking * 2 377 05 

ytat? . 200,000.00 
Maryiand Capxta! 41,041.15 
Eastern SA 54,644.83 
Fairfax S/L 8,844.93 

^ 200,000.00 MSSIC Deposit 155,000.00 
Central Reserve Fund 39,300.00 

$ 709,957.96 

ellioott city office 

Cash on hand 
7,700.00 

Carmericial & Farmers - checking 5 435 Q5 
Petty cash ' 5o;oo 

CcmTterical & Farmers Bank, prime 

OLD BUSINESS: 

13,236.05 

$ 723,194.01 

$100.00 

r^rriinr, ijL ^ Pres^dent and Managing Officer have been negotiatinq with MSSIC 
accounts to reach the S^.^y win report at the next meeting as to what was done to solve the problem. 

held from ^he ^ Sc^l^ ^ 

repS August 1, 1983. Regarding'the co^nts^fSe report, the Board of Directors hereby answers the same as follows: 

of _(r?mmfnt 0"®; ^ managing officer and enployees are in the process 

proper files^ necessa^ documents and seeing that they are put in the 

accouST^ ST S!Sident iS diligently irking on the past due accounts and they have been reduced substantially over the past year. 

vance^^^W ^ 662
u
was ^ s3"16 because an additional ad- hQrrcwer which brought ^ ^rtgage Glance uP to 

III G5 



CCnment: Three: We have so few, if any, people who have an excess 

acJount' although it may be the regulation,to contaot them, regarding the overage, our overages are so rare that it 
has not been necessary to do so. 

Ccnment Four: The administrative details, as noted, have been taken 
care of. <-0**211 

Ccrment Five: The bookkeeping changes have been taken care of. 

of SjX
Tl
a) ^ tiwes this has slipped the attention 

StM'S 1 ^ ^ and will try to te TOre careful 

!^(b)! 1116 raise of salary for Rosemary Tyle was an unusual 
acv,^-raiSe WaS g;L,r"n in order t0 ccrpensate her for her Blue 

0 ^cn 5116 1-35 ^xself which should have been paid for by the association, thereby savings the association rroney. 

Gcnment Seven: Acccnplished. 

Ocrrment Eight: The Association is well aware of the Regulation re- 
garding net worth and steps are being taken to correct the net worth. 

Conrnent Nme: The Board of Directors is investigating this matter. 

Ccnroent Ten: The Association will adjust this, but it was such a 
snail amount they felt it was not worth the extra bookkeeping to bring 
this amount in over a period of time. 

Ccnroent Eleven: These suggestions will be taken in the future. 

NEW BUSINESS: 

^ 1' .The current month's yield was discussed and it was noted that it has unproved and is now 11.75%. For the past month, the amount collected amount to if%. 

amount of SIS OfS •'gfanteJ a second mortgage to Stephen Greenwalt in the 
SSSLf • 515'000-P0 at 14% interest plus tvo points for a period of 20 years on property Known as bjib hxlitop Road, Baltimore, Maryland. 

of $1 000 on ^^^ssoc^atl°^ ^tfd to offer a new savings certificate with a minimum or »I,UOO.OO, simple interest at 11% for 1 year. 

Tmr+n^rra 4* J?$n.DeYitt Pleasant Villa Road i^pon vMch we had a mortqaqe. Our g g was paid in full and all of his other accounts were broght to date. 

3, 1983 for'Lator^yT0^ ** ^ 0f DireCtors close for Saturday, September 

9:30 p m There h01"9 1X5 further business, the President adjourned the n^eting at 

Respectfully submitted, 



1124 N. Rolling Road 
Catonsville. Md. 21228 

74-4-044-4 

R1DGEWAY SAVINGS AND LOAN ASSOCIATION 
9095 Frederick Road 

Ellicott City. Md. 21043 
465-6006 

September 8, 1983 Or S/'V f. I OAK A^V 

6EP ^ 

Mr. Charles Brown 
Division of Savings and Loan Associations 
231 East Baltimore Street 
7th Floor 
American Building 
Baltimore, Maryland 21202 

Dear Mr. Brown: 

Enclosed please find two copies of our minutes for the 

August meeting at which time the State Examination was discussed. 

Very truly yours 

~ i ' I * vcl' ;>_/ ^ 
Rosemary Tyler 
Managing Officer 

Enclosures 

REPLY TO: 
Catonsvillc Office 
Ellicott City Office 

I 11 G6 
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SI'ATIi OF MAKVLAM) 

DIVISION OF SAVINGS 

AND LOAN ASSOCIATIONS 

o ^ ONE SOUTH CALVERT STREET . . , ' 
BALTIMORE, MARYLAND 21202 ^ 

REPORT OF EXAMINATION 

OF 

■7 J '\ 
' ' T ^ ^ ^ Y IcArJ A c/lT,r 

Nnmo of Association 

Fr<<[eric*: Rd, 
Strrrl nnH Numbor 

tlhcc-T, C,Jy  -Y / C V-3 
Ciiy Stale Zip Cnr),- 

of riosr of Rusinoss 

t--(hrurff?Y ^ "i / 4 f 1 
Alnnih. |).t{ an<l "irHr 

THIS KXA\tlNATION AND UKI'OK | HAS HKKN PKKPAtiKD BY Till; DIVISION OF Ml lI.DINr,. 
SA\ INC.S AND LOAN ASSOCIATIONS OF TIIL STATK OF MARYLAND FOR ITS OFFiriU r<|- 
A COPY IS LOAN til) TO THK DIRFCTORS AND OFFIfLRS OF THL ASSOCIATION ..\Nn Till! 
MARYLAND SAVINGS - SHARK INSFKANTK CORPORATION WHFRL APPLICAHLK' FOR THLIR 
CONFIDENTIAL INFORMATION AND IS NOT TO UK PIinLISHLD IN WjlOLF OR IN PART. 

F-: - « 0lSf , 

TT-r—   

IIIG7 

pv - I i 
J—i— 

rv: 
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irrrEx r- F.y.*:rAf-~io:: 

(Circle Applicable It.cr.f) 

'.i. to S-jpcrvisory Lf tter 

17. i. Officer's Affidavit 
Ksnsper.cnl Cuortior.nairo 

r. M torney ' r letter 

16. Palance Sheet as of 
A. Examination Date 
P. Prior Fiscal or Calendar Year 

19. Statement of Operations for 
A. Interim Period 
B. Prior Fiscal or Calendar Year 

Mc.,T-&or.£ iMWilfli; HT bV Afltfi-S 
20jJ Mortgage Loan Schedule 

A. Exceptions 
B. 90% and B0% Limitations 
C. Purchase or Sale of Mortgages 

-•r■' I ■ /' V/'v'I., ■ 
?1. Operating Ratios 

22. Trial Balance as of 
A. Examination Date 
B. Prior Fiscal or Calendar Year 

23- Cash Flow 

2L.) Average Mortgage Interest 

25.; Cash on Hand and in Bank 

,26^ Verifications and Confirmations 

2T) Share Loans 

26^, Real Estate Ovmed 

29. Ground Rents Owned 

30. Contracts of Sale 

31. . Loans Foreclosed and Sold to 
Third Party 

32. Investments and Securities 

33' M.S. S.I.C. and Certificates of Deposit 

3I4- Office Building and Improvements 

35.! Furniture and Fixtures 

36. Prepaid or Deferred Charges 

37. Other Assets 

38. Mortgage Expense Accounts 

39- Mortgage Hypothecations 

liO. Loans in Process 

Ll. Borrowed Money 

li2. Other Liabilities 

1j3. Deferred Income 

liii. Reserve Analysis 

US. Realignment of Reserves - I.R.S. 

£454 

l< . ffcv-ific ; rrcrvc: 

Surplus 

Ijfi. Undivided Trcfil: 

h9■ Guaranty Stock 

50. Dividends 

\ 51. Income Accounts 

i 52.y Expense Accounts 

53. A. Profit (Loss) on Sale of Real Esta 
B. Profit (Loss) on Sale of Invest men 

SUy' Minutes 

; 55^ Attendance of Directors 
W 
i^56y Notice of Annual Meeting 

Officers, Directors, and Attorney's 
Schedules & Prohibited Transactions 

58. Insurance 

/S9./ Savings and Loan Blanket Bend 

60.1 A, MRD-K8 
B. FT-1 

61. Federal Income Tax Return 

62. Charter and Bylaws 

63. A.) Concentration - Mortgages 
B. Concentration - Free Shares 

Tapes - Summary 
A. Mortgages 
B. Free Share Accounts 
C. Mortgage Expense Accounts 
D. Ground Rents Owned 
E. Christmas Club 

65. Printed Financial Statement: 

66. Other Pertinent Exhibits 

67 .J Lease or Deed to Office Building 

68. Dormant Free Share Accounts 

/ 6^) Or'i^fm-ar. CoVu&ke Pri 
jnprfiisal Value 

r<y PlrJifd t? 
loeure Statement Galculati-o 

cc anc 
Appraisal Value 

—v fie 
70.) Discloi 

71. Application Fcrr ZlcSir^ ' rTTt if>s 

(72- Variable Dividend Approval from Dept. 

' 73. ' Accountant or Accounting Firm & Fund, 

7Ii") Loan Applications Rejected 

75. ir I - - ' r -• ' - 

Ib./Itin 
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ASSOCIATICN _/) / Jjt Ai/v'b Loan 

   Exarlnerc  
^ h o v «■ o "-^tr h ft y X I ~ 

■ Iifbfr4 -U^C ~!T^p 

^Ty^L 

This association post its books t) A \ L \/ 
(daily, w^eKly, nonthiy, quarterly) 

Does association obtain yearly independent certified audits? ^ ^ 

On Line? ^sj Q 
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OFFICERS AND DIRECTORS 
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•1>' /A' '■■ MT 
— ^11 6L< . bv , V 

-'.t-, </ ^l^ ^ ^ ^ ^ ^ ^ 

@: 
i = .'.■- : r iv ^>n.^ Z0~nr. ^ Av_Ll. . ^r. f.y —. . 

^2 
MM) . 

(11 > 

'121 . 

'M» . 

'14) . 

'!:>)  i_ 

CounKol 

N-m"  \N) C-liX\- ll.KA^ 0^ bis*. 

A,l,lrr ..> \\"3.H K1 ^ \ 

/Vrounf nn( 

  N'tmr Is) 'yJ V\J - J f 

^   — AdHn-pn , CfAkr^ '•'CAr;, 
6ciai^^ a>^ ^ j 3,??g ri^i^ 

Period r»f K xsminnt ion 
APRILW W\n. HW.y 
h'rnm ' t- 

.1 KxHrninrr-ln-Chnrp. 

MflnU/ (sC/ft. 

fOOM: OLK BSL .4 6-60 Jl-I 



COMPARATIVE percentage summary 
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:•> To. \vs, ! v 

ioZS^-j 41?^ 3 ^ - c I-Or.Zi 14 % M 2 

) y< 3 o)r( ALhi 

1L / <hD Z \ t 0^-1.cic|-/£H.L 

> l^.ss-y - , n sn sr/ , 

b ,4It3 ^ 

^Z,2oo 00 s' 

? ix-uA^H 'i l / 

2co 00 
-V / —  / 

? ',^"1 I 0 IS If ? ItQ Zirl \c7/ 10 j 

* MQ I ^ ?_J±iai2j^/lj_L/ 

    "  -1.- . 00 -) " 

ill5kL_i2> ^ to ^ iMi,MCr -ri 2. L* Z <* ' '  ■ 1 '- ^ 

ri;n M iT. 00 / 
tf '0 "t £ H . Z i 

15,1^^ zg- 

f ^i j.oiT? I lA ^ , 5o(, nu 1L ^ 1, 

'CC 00 U- 0 C£. 

Vrnr lOndrd 
Amount s 

1^3 
Rltt l"« 

l,nd«'d ^ k ^ I . I ^ ^ 
A h:ounf« 

. nuy. s ti / 

? I ^ 4 ^ U. M ^ 

? ^ ot 0,^ '.i M M / 

\i 

$ 1 c i e 1 ^ / 

^ ^ , -r - ^ 

+ 1 ?. ", 

/ '-t-- 

1 
/ 

5 75^3. /3^nr 
y 

^ JLL% 
-<0 

- ? ■) - 
,C 'i . "1 

/ 

? I .>/ n 

/ 

( 3c£.::;.MZ 

y 

'-±±£^kl 

-<.M 

t, 

n C, ^ 7 5 17 

r ? r- " '  - r 

y 
-t'.J-r. ________ 'C 
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N.in;i' nl hlvl ililt ion ' 

;iv nl ' ' '' •' • 

STATFMENT OF CONDITION 

o r- '■■J ■ 

^x I'l 

I \lill 

ASSETS 
First moripnpr lonns; 
"• I'irsf mortcnpr- Hirort rfdudion 
•'. Firsi morlpHjrr drop shun- Irwin^  
f. r .II.A. morigiigi' In.-m.x    
H. C.I. mortpHpo lonns 
c. I'irsl morlRnpo sfr/nchl lonns 
f. I^irl iripminn Ifinns  

2. 

K. ArrruoH infcrrM riToivnblo on firsi morlc.icr lonns  
h. AHviiiicom fiH- tnxf*, insurnn^f, nr . op fir^i m^rtc-T" lonnv. 
Suhofrlmnird Lions: 
n. Socond Morlitn^fK 
h. Art ruod inirrrst rt'rtMvnhlr on scrond nutrifs 

"WT / 

r. Advances for inxrs, insumnro, nr., on srcond mortcnprs. 

Krcr Shnrc Account lx)nns; 
n. Lonns Rccuri'd by Accounts of this nssocmtion.  
l>. Arrrurd inlrrcsi rccrivuhlr on frrr shnrc nccount loans  

Other lonns: 
n. LoMns on nil other sreuntv———  
t». l'ns«»furc»d lonns 

n \: 

i . Arrruod inlrrc^i rpccivnhlc on ottirr lonns. 
Ren I Rstnic Sold on Conlrnct: 
a. Konl cstMtc sold on contrnn  

0. 
10. 
11. 

h. Arrrurd lnl(Tr«( rrrrivnlilr on rrnl rstnlr sold on romnirt  
r. Advnnrrs for inxrs. insuninrc. nc., on rrnl rMmr sold on cnnlrncl. 
Hcnl rilntr ownrd <rxrlii»ivr of offirc tildg.l  
flround Rents Ounod      
Inwctmcnts : 
n. Sto<-k in f-'odrrnI Home Lonn Rnnk___  
h. F rdrrnl Homo l^onn l)«nk y^rnrii ir v  
«*. I'.S. Government ohln-m ions   
d. Other investment securities £ ~ ^ 
M.S.S.I.r. Deposit    

- r . / 

(ri?il 

Investnient - Service Corp«>rntion  
f'nsh 
n. ("nsh on hnnd  
h. r««;h in hnnks_    
r-.'-'Trrf/ f LJ <j 5  // , *■ / 4 r r r r j ,, , y , i - s s j, r: ^ 

; I Ic j-1 C C c c ^ 

31cc co 
Zrr \ , ^ 

f)ffire HuildinK (if owned* 
h. Office huildmp nnd improvement 
h. I^ess nlloMimre for depn'cintion 
|yn«.i>ho|d Improvomrnts 
n. l^nsehojd improvements.  

U - / 
. X 

15.. 
M\. 
17. 
1*. 

I». Less nllownnee for nmorii/ntion _ 
Kurnifiire. etc. 
n. Pumiturr. fixtures nnd equipment, 
t). nllownnces for depreemtion 
Oefrirfd ehnrpr»«   

—X 
<- r 
f l 7 

» u 4 . u i 
6 U " 1 ^ U -1 

Other «ssef^ (Schedule ft, f^npe 14)_ 

2 
o 

TOTAL ASSETS. 
y 

2 
rCBM OLR/BSL/»6-2.'B-eO 81-19? 



STATEMENT of CONDIT ION--(Continued) Kvh'lil 

<" MM I Al, AM) I.I \Hi|.ITll-.S 
J". i 

In«-iiil!nirnf vhan- dn. s . r.-Hii.-.i  
Iifujtjoni duff. <if rnmofi) 

SuhHoliil    
A>M-nivi<lrnt|ii (unl.-s. inrludril in 20-111. 
Nnl frm mMiillmfnl shnrt's 
SHvinss "hums and account, trmymcm* and dividends). 
V'nriiihl<* Dividend Crrlifirnlr? 

iimi 4M •.-7 f ^ L f./■ < » »' 
llvpnthTnfrd Shnrr Acrounin-Mnncngr Ivwti   
Plcdecd Share Acrounls-|-roc Shan- Ar. ounl l.oans. 
Ufwmo HI   "2   
fr- ■■ ■ ■ ^ r-r-* 

v7f /;: ~TZrj~T—~SL 

-- - •>/ 

T'>tn| Sh.in- Arrnunis 
21. Ofhrr A<T»Mjnts 

Clufi*.  
N'nrMiion f'luh^,  

V 

f 'J '11 v , ^ i/' 

Toml Oihor Accounts 

23. 

2-1, 

Advuncrs from rrdcrnl llomr Lonn l^nnk. 
Rorrownd money: 

"• From hnnks (Schedule 8. Pnjre U) __ 
»». Krom others (Schedule Pnge 141_ $  100.0 o / 

Morlpncrs on renl "stnle owned  
-1r». Inirrp«l ncenied on items 22. 23 nnd 24 
-'li. Divi,lends deelared, unpairt nnd unerediled 

I 0 C C r, 

Tuxes H.rruod and unpaid nn renl emale owned. 
An ounfv p/i\ nMf 
l.oHn«« in |)for#'i5s   
AdvMnc«> pjivmrnts 

a. Advanee imyment. by tmrrowers for lanes nnrf msiirnnee 
'if cnrird srpnrntrlv)  

I). ' ' " — ? v - ^ 

n. 
12. 

Olher liahihlies ISchedulc T. Piiue Ml 
Deferred rredus to future operniions: 

a. I-or nnenmed profn on renl esmte snM 
ll. For inoome rolleeleil in n<lviinre  
r. For incomr Tnxrs  
d.    

S|X'cific rovorvrs: 
n. Kor uncoilfcli'd interest 
H. For suhordmiited liens  

1 ^ 0 L 

floni'r.'il n-sj-rvr* 
H. f<# Hrrvr for hud drhls. 
I». Kedernl Insurnnce rrsi'rvf hi insured> ^ O . -X- • / 

•15. Surplus 
.1H. 
37. 
3*. 
3f». 
40. 

I'ndivided prof us   
R.-.ene for e.tmialed dividend requiremenls. 

T—r/ 

Turrenl earmncs lif inlenm slnlemenll 1 ended| 
.1 I v

1 

TOTAL CAPITAL ANT) LIAHILITIES 1 < , i ■l I) ' I L2- 

FOok- clr bsl'.7.3 e-eo ei-is; 



STATEMENT OF OPERATIONS 

NAMK OK INSTITITION. ..... ■ 

I H 

V,.„, 
Krom . 1   l-rnm £ ' I ■ " >- 

To ^ S T" , -I V I . i 

>.i.r 
^ i It 
' f'i. 

GROSS OPERATING INCOME 
Itrn-nsl 
n. On mor1|;ii(;f loiins—ordinnry rnsh 

rolliTl ion*.. MS0,331-^r ^ , (rgSoOlt o^o l>. On mortcafcT l«>(ins —till orh« r  
i . On loans on (thnrrs. pnnRliooks #.nH 

rrriificiiir!6    
d. On rniI osfiur sold on ronJnirt 

On invoMmoni* nnd hnnk HrpoikHK  
f. On pr*prrly improvomrnt lonns 
p. On cround rrnls.  
h. Other   

n'i "7 

'-n ^ 

OiRi oum on lonns (currt nl inslnllmrnl 
nnd nmortizntion only),   
Apprmenl fn-s, loK„| nn(i |n,lm| frrl,. ir«' rhnrprs  

•4. Oiln-r f«'os nnd fim-? 
HojiI ..vtm,. opfrnnon*—Not inromr or 
Oosp from H.K.O. Doimls on pt\ftc ft) 

(.ro*.«. mromo from officr huildinc . 

f )ivid<-nds 
m. On Moc k in Krdrrai Homo I.onn Hunk 
• >. Othor dividends   

MisrcIlnneouR nporniinc income, 
(irn&* oprrniinp income.^  

LESS--OPERATING EXPENSE: 
^hlanrs, nr.; 
a. ^'omponsnijon lo direc lorK, offirrrs. 

♦■•mploNrc'S, e|r. 
I>. Collection expense (ngrnts. elt".) __ 

Iv^c'il srn iceis—frininer, travrlmc ex- 
penses and special scrvicr*  

lOxponT nrcnuntB of dirortors. offu rrs 
and employers 
Rc-nt, Iipht. heal, etc-. 
Off ire liuildinc expenses (if owm-d) 
a. Repairs, taxes nnd maintennnre of 

offire huildinc mrludmsr deprecintion 

^ 3 2. ■ o o S 
y 

b Z..3-I0. iT> 
''tL\ j? y 

(r ""l C 

o C. CO 
1.017-31 / 

HM3M 0 c y 

^ 5" i/ 

I 'i ^ S r. o 

il 

iSMS. o o 

■ C st T ^ L 

I.- ^ 'i_ c ? 

^ 'A \ Mo 

. C ^ co 

Mi , 10'i. 11,~ 

? ? ^ <T~ 

. ^ c 1 ^ I I 

^.3 1^ 1 r, ^ 

i M o o. c o 

3? H . 3 E 

Vui . ^ 1: •_ c o 

—7  ^ Sl-n 
17131 ZD^ •/ \1 L, i n a >4 x- ' "i ^ M ^ i. ^ 

,/ 
l-.o ' i.: 7 ? 

l-urmlure, fixlure.v and rquipnu'ni. in- 
rhidmi; drprecintion    

lb. 
17. 
IS 
1". 
2". 
21. 
22 
•2.\. 
24. 
or, 

Hi. 

Advert is mp     

Siniionery, pnniinp nnd offict- supplies 
ToIrprnph, telephone, postapr ^ «-xprc-f 
Insurftnce and bond premiums 
rederal insurnnre prc-mium 'if insiire'!)_ 
Audit and Supervisory exaniinati»>r,  
Tuxes toiher thnn real estate ln\i s)  
OrpHnizaiion dues  
Other opernimc expense  
Totnl oporfilinK fxpensc_  

r!V ^P*/0*'0? Income Before Interest end Other Charges 
" nrried forward to pnpc 5) 

f COM ci p PSL -8.4 8.80 81.1 9; 

i tc vs i r 

,11?.. cn y 

^ ^ C | , 

HfL^r A 

2S5L c a 
I.3^H cr^ 

'I ^ ?.? 
3.C "11M ^ 5.? Irl ^ t 

—La_LZL_£_o_i^ 

OCX 
r 

1. 4 f-s > 
A "1 ^ 

A 

. M CM 

^llk_LL' 
-/-'M C-| / 

t H 

 ^^^I V  ^ 
? "11331 go v , imm.^O3» S ? . 

* HS c,31 \ s-i J . UW f^l-^ y . M'n      * 

ic --.'.X 
 ' ' \ c D 

11 

'i \ 



-J 

STATKMKNT W OPKHATIONS (Cominurd^ ! x " ' ■ " 

('iirr.'nl I'f ri-»H v 

T 
From  —  6' i - ^ . r- - i,'\ c\ 

•■A^fL-L±Z_ To__2_JiV_LL,/ ,.. 

III. Ncf Operating Income Before Interest on<j / 
Qther Ghorges ? MHO 3 H . Fl , (f 5 M C S 1 <1 3 I 
<( Hiru-d forvnrri from pujjr 4)   —  * T , 

IV. LESS-INTEREST CHARGES: 
2<i. On nHvunrrf. fmra Frdrml Home Uinn 

Dnnk    « , 
2.. On horrowrd monry  ^ ^ t | q  |-^ 
2^. 

3i 

2M. Toial lnirr»,«:t   /-      IS co . iw 
■ • L> 53 f Cl >o —  —— 7 v ; -- , <• ^ 

• N" Operating Income    Ml/ ? ^ H 0 3 ^ ■ M Q ^ ^ 
VI. ADD-NON-OPERATING INCOME: 
•in. |)ivujrnris rrinincH on wuhdrnwaln. 

1. I'rofif on Mile «»f ronl OKtnir 
TJ, Prof if on snlr of in vestmrnf n 
.T3. Morlffngr prrpnymrnt ponnliiofi. 
3-1. Other non-oporni mp incomo 
•i*). Tntnl non-oprrnimc incomo 

7 '' VII. Net Income After Interest ond Before j x / 
Cho,9"•  ? 4;^ ^oc HI $ l/>q O^mq s-.-iiurm- 

VIII. LESS..NON.OPERATING CHARGES 
(do not use lines herein for items 
chorged direct to reserves): 
Torrclosurr copIr and hnrk tnxrR on rrnl 
r^tmo nrquirod (unloss cnpitnlizrd or 
rliarir^d to rosprvo^)^   f 
Loss on inlo of rofll rMntr 
Lo«.* on sn Ir of invent mom*' 

If*. Other non-oprrnting chnrRPf 
4r'. Total non-oprrni inp charges . 
IX. Net Income for Period  $ 'l t) Ic H "I f (/i M •• it ^ y J J 1W 

REAL ESTATE OPERATION (Details) 

I. REAL ESTATE INCOME: 
I. Rrnl Rntnte Hr>nl>.  

3. Totni Rrnl KstHir Incnmr 
II. LESS--REAL ESTATE OPERATING 

EXPENSES: 
4. T«xr*    
5. Insurnhf-r^  

Hrpmrs and Maintonance. 
7. PommisMon'- 

neprrciation   
Other Miftrollnnootifc mal r«tnI»• rxponff'* 

in.    
1 1. Total Real Kstatr ICxpm^rs    
12. Nrt profit on Real F.Rtate Oni'rat lonn 
13. Nrt lo«« on Rrnl I'stnlr Oprration^  

<Nolr—InRrrt net income or losp in con- 
nrction with real estate on pnpe 4 n* 
indicated.) 

24V:> 

FORM OLB BSL/»9.5 e-eo §1-192 5 



IMSTUII-il TION nj- \|.'|' l\r(lM| , A\n 
HI ' 0\( ll.l-.MI.VI 0| I NniXIDKi) PK'II'ITS OU K \!!M.!' >-1 |;l'; 

f'urr. nt Pi rtori 
   

T.l_jL2jvE3/ 

Vf.-.r 
h ron. ^ ' ' «- / 

r" n i ■ ? - ^ i - _2_ii_LL. 

Distribution of Net Income 
1. N>l inromo for period (I(rm ix. p:xh- n, 

Distribution 
2. Trnnsfor* to rrRervos- 

n, l-cdr-rnl msurnnrr rrMTvr_  
h. Krsor^T for hnd drl»t^  
r. Surplus    

S c^-Hn ? (, y c lLj ' 

il. 

M. I "..irninp*. HiMlril>ulcd on snv. mpttiil: 
n. f>iviHcnH«i on RHving*-  
l>. Int. on HopoMtR, mvrnt., crrt. otr. 

< . H« «!. for div. on \'nr. Div. CertP.  
rt. 

4. Oihrr 
Prrfrrnl mrornr Inx    

h. 

•'). TmIaI I^istnhuiion of Nn Incomr. 

Nrt Inromo After DiMnhution  

i. Nrt inr-imr I'ndiffrihuted   

r i^lS-Pi / 7(, fl: •■■7 
Z He 

7..- / iiu3— 

M -i - M \ 3, , 

^ r :I) ^ > 

, ozi 1*/ .-lol, | , ; - 

J_jmZjc2. ~i i 7 
v^ r. i > 

Rcc one i lement of Undivided Profits 
Rfilnnro—hrcinninp of pr'nod«i  

v/ 

"■ N"1! Inromr Aflrr OiRlrlhuiion (lino (il 

IM. < hhor nddtt ions: 
n.   
i>. ^ I" h ■ ' i; J 

ritrr 
H- T4/-  
r. To rA V) .A 

o S^o n ^ 

j ^8 i1-j 01 b\) , ( t \ . ~l | ) 

c c c on 

If5"^ o<i " 
 i 

11. Suhloial 

12. Di-dui t !• ms , 
a. ^ /;ii^7 flrrr - A r> t 

■7. 

Cil5iiiL^D 2^ ) . / ; c :^ c , / 

$ /egg oo $    ^ 
ictac ir   " 

• . U/l-r J. ^ U^'T 
l<(£0 c J 

13. Totnl dfdurtionR- / ^ z 
Rnlnnrr ni ond of prnod. 

14. Dividend or intorrst rntr for period    ,,  Li -■■  A 

^rrr 
FCPM DLP BS L / • 10-€ 8-60 61-192 



HF.roNril.K.MKNT OF HKSh.UVKS I v'ljhit n 

f'urrrnl IVthmI y' \i'nr y 
From €'1-83 From ^ ^ 

T.._2_JLi_i2LjZ' T„ i 
I'rnn- t' \ ^ 

To ^ 

Reserve for bod debts 

1. Dnliinrr nt hoRinntng of pcnoH  f_3oZj^3_qJ_ $ 5o? S3- u? 

2. AtMitions during p^rKirl 

(«> Krom not prnfii  

(h)  

<< )    

'fll^  

3. Tnml nHHitions 

4. T«»iii|s of itrmfs I nnH 3- 

•r>. rVHwiKms during |>onod; 

(n)    

Mil    

<o»    

<d)   

(r» . 

TotnI doductions 

f^iilnnrr «l rnd of prnod , 

Reserve 
!. H'tlnnrc ni hocinnmc nf prn'»d 

?3 oS-533■ M% f 3 « ^ 3 L) l < ZcZ Zii. Ml 

? 3ot £31 *2 f_LiLl2 2 u7_ 

2. Additions during i>rrio<| . 

3. Tom I* of itrm* 1 nnd 2. 

4. f")rdiir|ion« dunnp prrtod: 

(h\   

<h). 

<r) _ 

5. Tofnl deduct!' 

fi. Rnlnncp fll end of prnod . 
OA l] 1 , C 4 t) -i 



Surplus 

1. Miilntu-r ni ln-yinnmc nf iktkmI. 

2. AMHilionK Hunnt: (><-rirw| 

Kr<im nri prMfi(_ 
<l.i    

<«!»_ 
<«• I , 

I Ttunl i«(Mit ions. 

1. of iirni- I nnH 

h'-rlm linns Hunnc prrWwl 

lii:C0NTII.K,\!l AT OF R|-<|-:i;\ KS K*'.il.ii 1) .i 

'"nni m IVrio«l 
\ r.uu h ^ ^ I'rnm £ ' * ' 1 "L- 

Tn_ ^ 
o • 1 • <• I 
n r\. 

*/A 

(f)   

'c'     

lirriuriinnK.   

• . l^iiiHnrr nt rnd of poruiH^ $ 

Reserve 

Rnlnnre m hopmning of p<'rifKi- 

2. AdriifionK Hunnc pi>rioH 

  

(h)    

(. )  

Toinl Additions. 

4. TotnU of itomf 1 nnd 3. 

.*>. I^cductinn^ during pi-nod 

(Ml   

t»»)    

(d). 

H. Trttiil doductionft 

' • Hnlnnro nt Pnd of period f <") m ft 
/C'H' 

r"ORM DLO BSL/»12.e 6-80 81-t92 
8 





KI.AI. i;STATi; 'WNK!) A- Of- 

11 i  l.i..   

\« M'lir- il lilvl 1 V.KtiliMl t 

• n> l;i*i i-v.m.in.-itiiii 

I'Mnl   

IjisI fxiiniiti.ii imi   

ti.ircr <iffs him-o liivi « h<Mnin<i|iMn. 

H.il.im r (citrrt ni rxnmin.u Mm <lni. > 

•Knok Villur 

Sn Pnri- _ 

IV"! it or (I .os* \ 

N'-iir ICnWorl 

flf'tvs Incomr _ 

I.'KxiKuwr. 

\«'( liiriinK- '>r ' 14ovs> 

T«miiI Duo nnH I'npnx) «»n K.K.O 

SUMMARY OF PROPERTIES WITH POOR INCOME AND/OR SALES PROSPECTS 

llrjn „ .   » nr. rlv IJ.-vk Vnitj,. 

I ..iry.' or llrifr I V   

' ••tnl'irwiiion Hotiti* iitv! Mu^inr^s 

Ap.irt nn-nt«.   

Ulis IMrss  

I-'.ini^    

I 'MiinDfM\«'ri     

Totnl AIm»\T dH«isr - 

" of R. K. Q.   

IN-lW m<»rt' thnn fivr yi-.ir^ 

TyiH- 

Kirr AL Kxi. Cm 

rnnif-nif  

' '••iiprrhi-n^ivr—Tlln*.*.    

IN<U<\\M «ox 1.1/\(,i; m: \ i. i>i \ 11; ow m p 
rnrr" r i:\p. n.u.- 



o 
c i r ^ 



WICK Hl lLUlNC 

Vonr landed  

As*M v;iliio iK-forc drprocmiion 

L^tntl, 

Huildinf; . 

Tot Ml . 

I^'ss; Allowimco for drprrnntion . 

Rook Value   

Anffppsrd vhIUT: 

Ijmd   

Muildinf*   

To(nl , 

In^urfinrt- enrrird 

Typo  

Co^t of occupnncy: 

—  % AnnunI dcprccinlion      J 

Rrpnir^, tnxcF nnd mmntrnancr       

Tom! cost        

Total inromr from othrr thnn nsworintion  

NVt occupnncy cost      

insi;ha\cf. cov^ragr 

T.vpr Camrr Exp. Pntr 

Fire I.M. Cov.  

C ftntrnlfc     

Comprrhf-ns ivr-<IlnhF —____       

Owners, Landlords nnd 
Tenants I,iahilify     

Amount 

f- 

$ 

? 

FORM: DLc BSL/tl6-1 2/8-80 81-1 9r 12 





Sflirdulr No (> 
OTHER ASSF.TS: (Iirm 16, rxhihii A) 

-• ... 
1 '-J 'r.-. I4,r.. - rr 

<* r *, r, 

" "CO o c 

-i'M.c. o 

Schedule No, 7 
OTHER LIABILITIES: (Item 31, Exhihi. A) 

r- ^ r r - * ^ ^ IV t '• 

To Whom Owed 

^n>l^v<4V Ci^J rc*\*y~c*s±, 

& <"< >\ /c_ 

BORROWED MONEY: (Item 23. Exhibit A) 

Amowri Ratr 

loo c c 

Dur Date 

'-A-VVk^ -f ^ ^ 

/' 

' r 

Schrdulc No. G 

COLLATF.RAL 
Drsrription I'r.pniH Prinrip^I 

Schedule No. 0 
SUMMARY OF CERTIFICATES OF DEPOSIT, SAVINGS ACCOLNTS, OTHER SECI RITIES, ETC. 

Dftrription 

EuCTef?*! i-1')tytfi^^ 

r)cy J j l 

t" a-.-'w v; j u 

i dtp&tiRA J\ i (_ 

^ci<"SVJC v]j L 

•"ORM OL»/BSL/f 18-14/8^0/81.192 

Amount 

JlVlrt/.S? 

n^Jl'ry /& 

'CO,CCD CO 

' ^ 3-^ 

ico^oc co 

I to od- "•» 

Cl/T.tf 

]4 

/ "r' ^ 

Ratr 

ll.ltlo 

to SH X 

'' 'o ->J 

I 0 1 i' "7 s 

Dur Datr 

: <1 

- ri </ 



Ridgeway Savings and Loan Association 

EXAMINERS' COMMENTS 

Jl/ 
Convnent I: ' 

an ^xrlnt'i6 CC>"C,usj°n °f the examination, the examiner provided management with an exception sheet listing technical deficiencies in mortgage loans. ^ Lard 

W t eq
r«: : th,?!

DiV'Sion corrective 
report "" "" 

Cofunent 2: l" 

of fi^P H^ryS is 0f the subs,diary mortgage loan records reflected the existence 
Uol 01? '"T" 35 determined ^ the definition set forth in Regula" 
the date of fh6 outstand,n9 balance of these accounts totaled $125,777.^0 as of 

Comment 3: 

'o*n K°:629 re"""d -•> reaera 1 Truth In-Lending was .understated by $95.00. 

Comment \ 

A review of deposits In other financial institutions revealed the following; 

Maryland Capital Savings £ Loan 
Account AI 2-02-0000001173 
Balance as of February 29, igS^ $I7'4,802.23 

Fairfax Savings Association 
Account #50-01-81557 
Balance as of February 29, I98A $10^ 186 37 

$100,000 per each account"™"" mit8t,0n- ""'C's current limitation Is 

Corment 5 : /A 

July 3|e iq87CirHiC|nihatiSUilBlned net operatin9 'osses for Fiscal Years Ended 
was S8 TK ! f 

3 I'. The '0" for Fis", Ended July 31, 1982 * 1 * loss for Fiscal Year Ended July 31 198^ of mi Ai 
reduced by 5,8,582.1^ (Accrued Interest) for a net loss o)9 3! 2 7 ^ 
for both years totaled $1^5,833.08. S-'1/- Losses 

Comment 6 a 

the foI l^ow!ng:0f minUteS of the '""tings of the Board of Directors revealed 

A' S'diildlnd/lo ?Kt freneC^ diri?end r«olutlons prior to the payment 
nfit 1 ilfit 66 shareho,ders for the periods ending April 30, 1983, July 31, 1983 and January 31, igBlt. y ^ ' 

The minutes also did not reflect any resolutions prior to the payment 
of dividends on savings cert Incate^ for the above stated periods. 



B- The ninutcs did not reflect thif .k- r 11 
the Board of Directors: 0 loans were apprevtri by 

Loan Nos. ; 

895 896 gQT OqC c„ 
901 902 , S 9

8
0

9
5

6 89 

909 9i2 ■ x,: 905 907 
928 9 9,6 9,9 92; 

Comment 7: 

that the rate current Iy"'betng P^was* Ir^nX^ 

rate ofC fn teres t' regular I ^pa [^by ' the rtendtnQ ' I 0n eSCrOW accounts at the 
sav.ngs accounts. ^ P ° oy the lending institution on regular passbook 

difference re,nlburse those mortgage holders for the 
the free shareholders Is 6? per annum. " rent 0f interest being paid to 

Comment 8: rr 

Comment 

was $225,7l6h97^aor 2f8neofUUsn«!r,nin?-ti0n' the assoc ^ t ion's total net worth 
'ion's net worth cons i s LVlf' eS ^ ^$7 870.U6.10. The Is^cL- 

-oiiowing (as defined In Regulation .J.0-IA): 

Reserve for Bad Debts S^Ofi Lfi 
Undivided Profits (Ite'sil'S) 
Current Earnings 2'/fif,fi'77 
HVPO'S cc'nnH'II 

Regulation .AO-IB states: 

55,000.00 
I'22S.7l6.q7 

and to assure that the public Interest is plotl t d fCUndneSS of an association 
Section 9-327 of the Financial (nstkut ons A^! ? accordance with 
maintain reserves at all times which exceed In «n association shall 

eXCeed 3 Percent of its savings liability." 

Comment 10: 

are as fol lows"hlCh re,na'n corrected from the examination of February 28, 1983 

Comment 1 : 

E- c";,;:;:,:0!; i68' ?».•«^ as required by Regulation .29A(2)(e). 

247'J 

- Tsa - 



INFORMATIONAL COMMENTS: 

A' the condition of the association as of ebruary 29, 198^ and February 28, I983 revealed the following: 

Increase 
(Decrease) 

February 2qt |qfi^ 

Total Savings $7,867,65^.10 

Total Net Worth 186.718.20 

Total Mortgage Loans 6,5^3,999.76 

Total Assets 8,127,^25.10 

February 28. 198^ 

$6,978,920.08 

'70,^73.67 

6,086,627.99 

7,19^,678.91 

Do 11ar Amount 

$888.73^.02 

16.2^1).53 

'<57,371 .77 

932,7^6.19 

Per 
Cent 

12.7 

9.5 

7.5 

13.0 

B' 2is^::dihethfotLo^:ion,s earn,n9s for the f,sca, year ^ 3.. 1983 

^ to Net 
Do 11 a r Amoun t Ope r. Inc. 

100.0 
1. Net operating income (Page 6, Line 1) 

2. Taxes (Page 6. Line A) 

3. Earnings distributed on savings (Page 6. Line 3) 706.2^7.01 

A. Net income available for reserves and surplus (82.207 61) 
(Page 6. Line 2 and Line 6) v^.-cu/.oij 

5. Net income distributed (Total of 2. 3 and A above) $62^.039.^0 

113-2 

(.13.2) 

100.0 

C t. 



State cf Ktryl-.Mi 

Departr.er.t cf Ucencinc and Kej-jlaticr. 
DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 

One South Calvert Street - Suite 1006 - FaHinore, Maryland 212C2 

A s> U 
ane of Assiiciation 

2hHtH Date'of F-vA»-,-ins- txaranaticn 

Dear Mr Sly l~r y' 

It will assist us in completing our examination if you will furnish the follcvinc 
information. Please complete and retunn prior to the completion of the examination. 
II additional space is required, please attach a letter directed to me. 

Loan Commitments 
no (2) 

No. of loans Type Location Amount 

30 days 1 Cons & Per Frederick Co. 100,00- 

1 Cons & Per Howard Co. 183,000 

4 Resi4ential City 107,650 

31/59 days 3 Residential Balto Co 225,700 

60/69 days 

90 days/one year 

over one year 

(1) Type refers to residential, commercial, construction, others 
(2) location refers to Baltimore City, each county, or out of state. 

Signature^/ Dstc 

<Jlk, 
Title 

- 17 D - ■, 

f ORM : OLR/BSL/«25-170/8.00/8 1.1 92 



(Piease Print in InV or Type) 

ANNUAL PCPORT 

. RidfEVfiY SflVlne 5 arid Loan 
1 'ilv of. ■ al.on<vi 1 Ir 

(*S*OCi*TtC*.'s L t G * L COofCOATt K«wc 
   County of Ealtirrorf Zip Corfc r 1 71 

Principal OfTice. 112A North Rolling Rn^H 

Mailing Address. 112A North RolllnR Road, 21228' 

1955 Date of Incorporation 

OfTice Hours H-F 9-3 Sat 9-1 

Onto of Annual Meeting Sentpmh^r 71,1QS^ 

lei, Numbers: Association's 

Secretary's _ 

7^-QZM. 

to nil- 

DIVISION OK SAVINCS AND I.OAN ASSOCIATIONS 
I "i i ho (iscjil year or calendar year ended July 31. IQft-t 19 

I'rosiilont . 

Address 

w. .Walter FamanHI ^ 

112A N Rolling Ro;^ . 

OFFICERS 

  Secretary 

  Address _ 

Rn«!pnary Tylc^- 

9Q95 Frpqerirk Rnor' 
Baltimore. Md. 21228 Elllcott Cltv. 710^-' 

Vice President 

Address   

W. Wn1rp-r TTT 

9106 Winding Way  

Elllcott City. Hd. 210A3 

Managing Off. Rnspm^ry T\'lpr 

Address  9095 FrprfeHrk 

. Elllcott Cltv. MH . 710/^ 

Attorney 

Address . 

M. Walter Farnandls 

1124 N Tiolllng Road 
Treasurer 

Address _ 

Baltlmor", Maryland 21228 

Resident Agcnl W. Walter Farnandls 

Address. 112A N Rolling Read 

Phone Number 
Baltimore. Maryland 21??S 

 Hiii.Q/,/,/,   

Grace Devirr 

Park Aye 

Elllcott Cltv. Hd. 21 OA' 

BRANCHES 

Location 
1 9095 Frederick Rd Elllcott Cltv. Md. 210^ 

Date Established 

 1976 

.r 

r 
44- 

f 0«m OLfi 'BSL/»41/n^2/SC/i3-324 
( /l 

1 



STATK-IAT pr rnynmnv 

ASSETS 

T. Frcr Sh«rr Loin'* 

4. Othrr Lo«n« (Itemize): 

 Misc 

Fi.MI or C^Undnr 
"" of Yr.r 0f 

July 31, )9fn   Julv ^ 1. iqm 
OATC 

1. F.m Mor,,.,, Loon. , 6.^.591  . 5.666.A7? 

2. Sccond Uoann 

9^.999  89. 7f ft 

-IL 

">. Rr«l Estnt* Sold on 
Contr^cl 

fi. REO-Exclunive of 
Office BldR. (Lena Dep. 
Allow«nce) 

7. Ground RcntK Owned 

8. Investments (Schedule) 

9. M.S.S.I.C. Deposit 

10. C"«h on Hnnd «nd 
in Rnnk 

7. Sftl 

997,361 

ni.mn. 

106,207 

1 1. Office Building 
Dep. Allownnce) 

12. L^npehold Improvement* 
(L^bb Amortization) 

13. Furniture. Fixturcn. 
and Equipment (Less 
Dep. Allowance) 

14. Deferred Chariren (Itemize); 

Insurance 

Taxfis 

o t hp r 

15. Other Asnets (Schedule) . 
Tax refunds 

16. Total AailetN g 

137.695 

627 

11.910 

-1.391 

.1.S17 

 9S,03i 

jusixo&I. 

1A3.205 

705 

-13.349 

1 

?-569 

 17,970 

Number of Mortgafes 
Number of Free Share* 

iC 4 7 ( 

12± 
975 



STatfvk.nt of rovnmov ^rnvrTviTrtu 

liabilities 

lv<*l 
F 

or Cwlrndftr 
Ymr nn of 

-TnIv ^1 , 198^ 

Prrcrijj-t 
F i*™ 1 

™ CwlcndH* 
»nr an nf 

T^ly , IQPQ 
C* TC 

I' Frvr Shnrr* 

VNnnhir Div. f>rtificntr* 
t'l MMlunH^lnAinllmrnt Shnrrn 

20. Oihrr Aicount^ (l(rmizr): 
Escrow Funds 

3 .009.07"^ 

1^8,920 

3.S61t6A\, 

98,114 

21. ArtvMnrr* from KHLB 

22. MnrrowrH Money (Itemize): 

CnmmflrMfll A F^maj-f 

2.1. Mortcnffen on REO 

24. lnU>rrAt Arrrufd on 
Line* 21. 22. nnd 23 

2r>. Div. Di'clMrrd—Unpnirf 

2<>. Tiixp»> Acrrued i»nd 
Unpmd on RRO 

27 Acrounc* Pnynhle 

Lonnn in Procexw 
20. Dorrowerv* Kxp. Acct«. 

■^0, Other Linhiliiirfi (Schedule) 
31. O^fcrrrd Crrditu (Itemize); 

100 

4.283 

100 

1-725 

32. Specific RcBcrven (Itemize). 

33. Totnl Linhilitie* 
34. •Gunrnnly Slock 
35. P«id-In Surplus 

36. Kc«erve for R«d Debt* 
37. Surplu* 
3S Undivided Profit• 
39. Tot«| Capital (Lines 

34 to 38. Inclusive* 
40. Total Capital & Liah. 

7.746.^.^ 

308,533 

t 176.6^6 
t 7.9n-7fn 

3.961.5g; 

308,533 

(by.^KO) 

211.053 

C.uaranty S(«k k 

No. of Share* Authrvized 
No. of Share* Iftitufd 
Pnr Value 
Ami. P« iH CK'er Pnr 

' i i vJ 

3 



STATFMKNT nr nprp/.Tinvc 

I. nROS,S OPERATING INCOME; 
I InltTf-Ki f»n nmrtgM^r 1011n 
2. Inirn-m »in nlhrr intin^ 
• T Inirrrxi on invrnlmcnl* Kunk r|opo«itft 
4. DividonHs on Frdrrnl Hnrnt* l^onn Rnnk Slock 
A. CmunH rrnj mrnmr 
H. ImliMl ftcrvico rhMfffp* (Commilmrnt Kf»rn. 

Point*. iMr.1 
?. Other fpe«* 
x. C.rnnn income from officc building ■ 
■' N;-' '"7:^ (or I'***' from oprrnhon • K.-nl I.R(nii. (Knod 

Ml. Mi«ri-||iineou« oprrnunc incomr 
<Suhmit Dcimlrd Schedule) 

1 I income hpfore mterrBi chftrge* 
'T<><nl of item* 1 through 10) 

12. 1>.mh mtrrent pn.d on horrowrd money 
13. (»ro«h mcomp nfler inlerrnt chnrgen 

(Item* II Icam iicm 12) 

pi«rA) 
or C»«irnrt»«r YrAr 

F.nrlmc 

July "<1 , iq«-< 
o»Tt f,' ' 

685.096 
e.:w 

52 ,270 

267 

A.43^. 
9.72^ 

3.^5- 

768.954 

_LL 

768.961 

/)/. 

y// 

/C/ 

t/J 
// ^ 

^ 5.358 ' 

Prrredir.j: f 1 v. 
or ( ntrn/f'<* 

I no ir- (■ 

0* Tt 

396,973 
fif 361 

21,067 

359 

1,522 

3.350 

2 50 

636.523 
21 

^1^36? 

II. OPERATING EXPENSE: 

14. 
15) 
1«. 

IT. 
18. 
19. 

20. 
21. 

22. 
23. 
24. 
2'). 
2ti. 

SnInrieA of officerA. direclorA «nd employee* 
DirectorA* feeA 
KxprnAr nccountA of officerA. director* 
And emplov***** 
l^gnl fees 
Accounting fee* 
Office building expenACA (if owned): 
Rcpaim, toxeA. mnintenflnce find deprecintion 

r» f-M. Rent, light, hent. etc. v4 - • ' 
Furniture. fixturcA And equipment t-xpenec 
(including depreciAtion) 
Advertining 
In«urnnce nnd bond premium* 
TnxeA (oiher than Federal Income Tax) 
LoAAeA (other thnn on renl eAtAie) 
Other operHlmg expenAeA 
(Submit Detailed Schedule) 
Totnl opj-rnting expenaeA 
(TotMI of itmeA 14 through 26) • 

^6,03? - 
7.850- 

3.177 ^ 
3 

6.532 

JL 

-13,673 J± 
l-j*.*. • r bjp . 

-5,295 
11.394 >/ 

?. 77 5 
9.181 f 

73,71S 

1^-904 

53.33F 
_Zfii 

-Uiiii 

i.374 
-n,^;3 

-laciL. 
7.367 

-2,,&15- 
7.7sn 

?nf if.4 

III. NET OPERATING PROFIT (OR LOSS) 
(Item 13 leab item 27) 
(Carried forwnrd to pnge 5) 614.037 4 94.707 

? 
) l> 

^ i ' i 'i t J 

4 



.STATEMENT OF OPERATIONS (CON'TiNllCD) 

L««i Pi«r»i| 'I i r p V" i v. . ♦* Cnl^ndnr Yrnr -«• ''nirndnr Vi ,-i• 
Knd ir.g y.*4xr.c 

■•J^y   July 31. igp: Oa^C 
m. NKT OPKI!ATl\n PROFIT (OR LO!vS) 

liarrioil forward from paec 4) '   ' 49^.707 
IV. ADD—NON-OPKRATINO INCOME (Itcmirr): 

IJXS—NON-OPKRATINC CHARdKS (Itcmizcl: 

VL REFOKK TSA:XESTKR INTi;REST AND 
VII. LESS-INCOME TAXES: 

28. Fi'drml incomo tM*r* 
2M. Other inrrtmc Invow 
■'H. Tolnl incomr tnxrs 

v,"■ .¥tT,PROFIT'OR LOSS) AFTER INCOME TAXES (It/'m VI less item 30) « 

IX. niSTRIRirriON OF NET PROFIT 
II TninKforrcH In KcRrrvr for Rod DcbtK 

« 62^.037 

12. DivirtrnHf PniH 
'AnnunI Rmr *, I 

n TrunsfrrrrH lo or (froml Surplim 
.14. TrunwfrrrcH In or (from) UnrfiviHrH Profile 

X. TOTAL DISTRIRUTION OF NCT PROFIT 

fiR.nnn),. 

(16,000) 

6A2 .037 

706.242 

(64.205) 

642.037 

XL TO 
•TOTALS MUST AfiRKK 

» 494.707 

• (12^2?) 

. (12.522) 

iQ'.221 

572.874 

(>':.64c) 

^07.229 

24 SO 



OFFICERS. DIECCTOR.S AS'D ATTOXNTY 
(Lift .1) ffllcm »nd dir^rtrrs »hMh,, or ret thry 

eompfnp*t!on or h»v( »hiir»j in Oir tMocimlcfi) 

Name 
Mailing Address 

Occupation 

-V ■ Walter Fai-rmndl s 
6202 Old Columbia Plkp 
Columbia. Hd.  

An<r. UM-nv  
-.fcfl'i r.af thpr   
SvltPwl 1 lo r •> 1 7fi/| 

■ Grflf.p npv<»|-  
 Park *vp 

Elllcott Clrv. pta/.i j_ 

.Tns»ph F^-py  
Map If Ave 
 ^vkptvm0[M>< 717^^ J  

Rnccma-ry Ty 1 r T 
MBnnr DrU-r 

WnnHb^c MH. 71 7Q7 

Salary 
and Fws 

1,100 

W. Wnlfpr TTT 

-LliiCOtt Cltv. MH. f 650. 

950. 

15.532.70 

10. 

Expense 
Accounts 

$ - 

? 

Value of 
Shares Held in 

Association • 

15,796.96 

200.00 

_6 7,_251,79 

6,960.96 

-i.-''61^52. 

11. 

12. 

13. 

TOTALS ;; 18,032.70 f ? 100.866,Th 

Amount 2 75.000 

FIDELITY BONDS 
Name of Surety 

- Company Firid I ty nop^,< > 

>(ork associations must submit a schedule of shares of slock held bv each 
mncer, ilirector and employee, includinc any beneficial ownership. 

Expiration 
 Date - ll.£a_ 

2 •! S 



AFFIDAVIT 

State of Maryland 

—Ea-LHmnre City/County 

.—W»_Walter Farndnjls   du|v sworrii rfcpose,, 

and says that he is the Managing Officer of. 

  Association of Ral f imnrp and that the 

forepoinc statements, to the best of his knowledge and belief, arc true and 

correctly show its financial condition for the period indicated, and arc a 

true statement of its affairs and business. 

Sifmntupe nnrf Tills of Manacinj; OfTfrr ^ 

Subscribed and sworn to before me, this // /'  

day of ^ ^ ■■   19 ^ 

Signature -> ■ ■ y - 

Address H'.-'il* /"? 

My Commission expires S jj. ' 

' X —• ' »- 



DIRECTORS' ACCEPTANCE OE ELECT;C'< 

Ke, the undersigned, having been duly elected as directors cf 

 s.iv;iiis nti.l iron   Association 

do hereby accept ihe office of director, for a term as Indicated opposite our signa- 

tures : 

NAME OF DIRECTOR ADDRESS TERM 
(Please Type) 

1- w- Walter FamarKjjs III 9106 Winding Way, 21043 __3^Xp 

2- Grace Dovitt  Cc ( , c, (■ ,/</ ///£,. 3 yrs 

3- Anita Wilcox Gaither Rd, Sykesville 21784 3 yrs 

4. ;     

5 .     

6.     

7 .    

8.     

9.     

10.     

n.    

12 .      

13 .    

14 . ;      

15 .     

THE ABOVE DIRECTORS WERE ELECTED AT THE ANNUAL MEETING HELD ON: 

 September 21, 1983 
(Date) 

SIGNATURE 

(Sedretary) 

THIS FORM MUST BE COMPLETED BY ALL DIRECTORS AS REQUIRED BY REGULATION .32 AND 
RETURNED TO THE DIVISION OF BUILDING, SAVINGS AND LOAN ASSOCIATIONS WITHIN THIRTY 
DAYS AFTER THE ELECTION OF SUCH DIRECTORS. 

THE DIVISION STRONGLY SUGGESTS THAT EACH DIRECTOR REVIEW THE PROVISIONS OF SUB- 
TITLE 4 OF TITLE 2 OF THE CORPORATIONS AND ASSOCIATIONS ARTICLE OF THE ANNOTATED 
CODE OF MARYLAND. THIS SUBTITLE SETS FORTH THE SPECIFIC RIGHTS AND RESPONSIBILI- 
TIES OF DIRECTORS UNDER MARYLAND LAW, ESTABLISHES A STANDARD OF CARE FOR DIREC- 
TORS. AND PROVIDES GUIDELINES FOR TRANSACTIONS BETWEEN AN ASSOCIATION AND AN INTER- 
ESTED DIRECTOR. 

WE ALSO SUGGEST THAT EACH DIRECTOR REVIEW THE REQUIREMENTS OF ARTICLE 23, S161W OF 
THE CODE AS WELL AS REGULATION .43 WHICH SPECIFICALLY GOVERN TRANSACTIONS INVOLVING 
OFFICERS AND DIRECTORS AND THE ASSOCIATIONS THEY SERVE. 

LASTLY, THE DIVISION RECOMMENDS A PUBLICATION ENTITLED "A BANK DIRECTOR'S JOB" 
WHICH MAY BE OBTAINED FROM THE AMERICAN BANKER'S ASSOCIATION. 1120 CONNECTICUT AVE- 
NUE. N. W.. WASHINGTON. D. C. 20036. 

FORM: DLR/eSL/»3e/&-7»/6C/7»-1 m 2 IS 3 



HAR*:I hughes 
G GV r « K QC. 

JOHN J. CORBLEY 
SECRCTARY 

A'TE or VACvLAr.'O 

DEPARTMENT OF LICENSING AND REGULATION 

division of savings and loan associations 
51 CAS7 e*UT.MORC£TREC1 . PALTlMOKE. WAPYLAND 21202 

SEVENTH FLOOR 
301/659-6330 

Ch* P Lt v H. Jf- 
O i ^ f. r t o x 

June A, 198A 

Board of Directors 
Ridgeway Savings and Loan Association 
9095 Frederick Road 
Ellicott City, Maryland 21043 

Gentlemen: 

examCiatTor^of 'your^ssoci^atfo^h C^'ent 3 COPy 0f the re>>ort °f 

Division of Savlnnc f f? ? y exani,ners representing the Maryland 
examination If Ihe^ssoci^i'^'T^0"5; ThiS ^ePO^, «> 
l<)fi4 f^r i- association s books and records as of February 28 

constitute an audU of'these^ecords^^65 and re9ulations and does not 

discussed w?^^managemIn[!JnTh^Board'seattenUo^e?0^^a ^ eXCeptions 

Informational Co^ents A and^^ whl^h outU TthTr"'" t0 Examiners, 

tion dates and also hiahlinh^ rh • • f 0 mosl: recent examina- 
period ended July 31, 1983 6 ass0c'at,0n 5 operating results for the 

mTe\etsBTth[sI>;eruer:„dSrer^^Stfd t0 ^ t0 di"u" ««- 
i" writing of the s^clfic Sr™^•r*"'?-''^°n t"" 10 ^iSe thlS t"Visi°" 
matters. e act,on taken with respect to these 

Sf'" °f h
this "« forwarded to 

forwarded to th. Haryian^ Savin^^re' ^^1^™^:"''°''" ^ 

Very truly yours, 

Charles H. Brown, Jr. 
Di rector 

CHB:JJB:kg 
Enclosure IIIG8 

cc. Maryland Savings-Share Insurance Corporation 

Baltimore metro area 65S-6330 
OUTSIDE BALTjMOREMFTRCAOr* 
TOLL-rprE .^00.4S2.,M, TTY FO,; DCAr 

BALTO. arc a 3g3-7Sii 



Ridpcwny Savings and Loan Association 

 EXAMINERS' COMMD.'TS 

Conner, l | : 

- ex^p;?:n
c:h^riutri9

tf:chnT;nin,'the.cxa"ioer providcd 

is requested to advise this ^vision of h^n'" '■ m0rt9a9e ,0anS- ThC Board 

with respect to the items listed on th rrective action taken by management 
report of examination! 16 sheet Its response to the 

Comment 2: 

of fil: z°"y»"«<<> "" 

the total mortgage loan balances oulstandtng?''^ " de'inquency ratio °f '-Si of 

Coornent 3 • 

the interestydisclosedeonethedFedera?rTru?hfIneLShd-'e ,0an NO' 629 revea,ed that 

Truth in-Lending was understated by S95.00. 

Convnen t ^ : 

A review deposits in01her fi„,„ti„ i„sti.U,ions revealed the fcll»,i„s: 

Maryland Capital Savings t Loan 
Account #12-02-0000001173 
Balance as of February 29, I98i) $17^,802.23 

11 on Fairfax Savings Associati 
Account #50-01-81557 
Balance as of February 29, 1981( $10^,186.37 

charteTre"%::::ranuor^;nc;f;isn;; State provided the deposit is insured by tT'3 rich ^ ^ 
exceed the applicable insurance limitation M<U!r'• depos, t may not 
$100,000 per each account. 'mitatl0n- MSS 1 ^ ' s curren t I i mi t a t i on i s 

Comment 5: 

for both years totaled $1^5,833.08. 3,625.^7. Losses 

Comment 6: 

the fSl^Ing:0' ^ n,inUteS ^ ^ meetin9S 0f the Board °f Directors revea,ed 

A. The minutes did not reflect dividend resolutions prior to the payment 

?98 J w'?,10,qS fr"1
sh"eh0"1«" the periods ending A rll o, IS03, July 31, 1983 and January 31, 198^. 

The minutes also did not reflect any resolutions prior to the payment 
of d1v1dends on savings certificates for the above stated periods 

f) ^ 



B. The minutes did not reflect that the following loans were an-roved tv 
the Board of Directors: 

Loan Nos.: 

893 896 897 898 899 
901 902 90^ 905 907 
909 912 916 919 92I1 
928 

Comment 7: 

A review of the interest being paid on mortgagors' escrow accounts revealed 
that the rate currently being paid was 3%, amounting to $1,887.113. 

}■ 12-109 requires that Interest shall be paid on escrow accounts at the rate of .nterest regularly paid by the lending Institution on regular passbook 
savings accounts. 

Therefore, the association mustrreimburse those mortgage holders for the 
1 ference of 3%, or $1,887.AS, as the current rate of interest being paid to 

the free shareholders Is 6% per dnnum. 

Comment 8: 

Loan No. 891 was granted upon the security of improved commercial property 
wuh loan-to-appraisal ratio in excess of 100% of the market value of the security. 

Regulation .SOCCOCb) states that the aggregate amount of any amortizing loan 
upon the security of Improved commercial property may not exceed 80S of the value 
or the security. 

Ccxnment 9: 

<;7 5c:07,£hQ,date ?f0^
e ^U7en,; examination, the association's total net worth 

HnJc T : 0r :87* 0Vts sav 1 n9s 'lability of $7,870.146. 10. The associa- net worth consisted of the fol lowing (as defined in Regulation . ItO-lA): 

Reserve for Bad Debts $308,533.1(8 
Undivided Profits (162,685.28) 
Current Earnings 214,868.77 
"ypo's 55,000.00 

$225,716.97 

Regulation .1(0-16 states: 

B. Reserves. In order to maintain the safety and soundness of an association 
and to assure that the public interest is protected in accordance with 
Section 9*327 of the Financial Institutions Article, an association shall 
maintain reserves at all times which exceed 3 percent of its savings liability." 

Comment 10: 

Comments which remain uncorrected from the examination of February 28 193^ 
are as follows: ' 

Commen t I: 

E. Loan file Nos. 856, 862, 865. 866, 868, 870 and 871 did not contain 
certificate of title as required by Regulation .29A(2)(e). 
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II.TORHAT IOI4AL COMMENTS : 

A. A comparative analysis of the financia 1 condition of the association as of 
February 29, and February 28, 1983 revealed the following: 

I ncrease 
(Decrease) 

February 29, 198^4 

Total Savings $7,867,65^.10 

Total Net Worth 186,718.20 

Total Mortgage Loans 6,5^3,999.76 

Total Assets 8,127,^25.10 t 

February 28, 1983 

$6,978,920.08 

170,^73.67 

6,086,627.99' 

7,19'»,678.91 

Pollar Amount 

$888,73^.02 

16,2^.53 

^57,371.77 

Per 
Cen t 

12.7 

9-5 

7-5 

13.0 

B. A review of the association's earnings for the fiscal year ended July 31. 1983 
disclosed the following: 

% to Net 
Dollar Amount Oper. Inc. 

1. Net operating income (Page 6, Line 1) $62^,039.^0 100.0 

2. Taxes (fage 6, Line M     

3. Earnings distributed on savings (Page 6, Line 3) 706,2^7.01 113.2 

Net Income available for reserves and surplus (82.207 61) (n 
(Page 6, Line 2 and Line 6) 

5- Net income distributed (Total of 2, 3 and ^ above) $62^,039.^0 100.0 



Gentlemen: 

Ve are forwarding for your review and comment a copy of the report 

f examination of your aeeociation by examinere representing the 

Maryland Division of Savings and Loan Aeeociations. This report 

represents an examination of the association's looks and records 

ae 0f f°T compliance with Maryland statutes and 

regulations and does not constitute an audit of these records. 

request that you carefully review the entire report and the 

exceptions discussed with management. The Board's attention is 

directed to Examiner's Informational Comments ft andBwhich 

outline the two most recent examination dates and also highlight ^ 

the association's operating results for the period ended l V 3 / 

The Board of Directors is requested to hold a meeting to discuss 

the comments in this Utter and report of examination and to advice 

this division in writing of the specific corrective action taken 

with reepect to these matters. 

* 

We would alto request that tvo copies of this response be forvar,: 

to the division Within forty-five days and that one oopy of the 

response be forwarded to the Maryland Savings-Share Insurance 

Corporation. * 
-• A 
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The Meeting of the Board of Directors of Ridgeway Savings;find Loan Association 

was called to order by the President at 8:00 p.m. on Wednesday, June 20, 1984. 

All of the Directors were present except Joseph Frey. 

The Secretary's Report was approved as read. 

The Treasurer's Report is as follows; 

ROLLING ROAD OFFICE 

Cash on hand 8,450.00 
First National Bank • 1,250.00 
Fairfax S. & L. 106,745.36 
Cormerciai & Farmers Bank 8,564.08 
Eastern S. & L. 100,469.52 
Santa Barbara S. & L. 100,000.00 
State S. & L. 102,625.00 
Commercial Credit S. & L. 130,995.18 
MSSIC Deposit 156,100.00 
Central Reserve Fund 39,300.00 $ 754,499."19 

ELLICOTT CITY OFFICE 

Cash on hand 7,250.00 
Union Trust 41,943.87 49,193.87 

TOTAL BOTH OFFICES $ 803,693.06 

LOANS: 

Conroercial & Farmers $100.00 

BUSINESS: 

1. The examination by the State examiners of the Association was reviewed by * 

all of the Directors and answers to their corments are as follows: 

C-TTX'cr.t ]. Mjio^csrieiii is tokj.nu po-jlcive step® in •;urrecr.tng tiles and bring- 

ing them to date with the various technical papers that were missing or incorrect. 

As of this time , this has been acccmplished. 

Carment 2: Action has been taken on the several deliquent accounts. The 

Clifford property, 2317 Old Frederick Road, was foreclosed and sold at public auction 

for approximately $18,000.00 more than owed on the mortgage. 

John Eades is in bankruptcy but is paying slowly. 

Conment 4: At this tune the various savings accounts have been reduced to 

$100,000.00, but as a carment, we feel that Fairfax Savings and Loan and Conroercial 

Credit Savings and Loan are certainly secure enough for us not be concerned about 

the deposits being over the limit of Maryland Savings-Share Insurance Corporation, 

esoecially Ccrrmercial Credit Savings and Loan. 
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ConrK'nt 5: The monthly repot of Juno 30, 3 984 siiov.r. Vint tho Asscxriotio:. !, 

profit ol $66,000.00 so that w will not be faced with a loss this war. 

Co:nr>:-nt 6: The niinutos will not reflect all dividend resolutions includiiv; 

savings certificates, /vs our carment, it seems ridiculous each quarter to have 

to type in the minutes the declaration of dividends, especially for certificates 

wieie we are obligated to pay the stateS dividend whether we declare it or not. 

We suggest that the Board remove this requirement as it certainly is not in step 

with the daily business market. 

Ccmnent 6-b: The By-laws of Ridgeway provide that any loan shall be approved 

by 2 Directors and the President. Quite often loans do not appear in the minutes 

although tliey have been aoproved. 

CcrTiment 7: The necessary steps have been taken to to correct the savings 

accounts in accordance with this corment. 

CcinT1ient 8: Loan No. 891 involves the purchase of an $18,000.00 pieces of 

property by a person who pledged their $150,000.00 home as security for the loan. 

The examiners failed to note this. 

Cumient 9: The Association is working on its net worth and its present profit 

plus its conversion to stock should resolve this problem. 

Corrment 10: These have been corrected. 

2. we have received a report fron the Trident Corporation regarding our stock 

conversion and this has been forwarded to the State Board. 

3. The Association is contemplating erecting a condcnunium office building 

on it's property at 9095 Frederick Road, Ellicott City, Maryland, the President has 

been authorized to spend $500.00 for an.architect to present a preliminary plan. 

4. The foreclosure of Curtis Byrd, who was 4 months in arrears, was set for 

June 27, 1984 at 2:00 P.M.. On the morning of June 27th at approximately noon, Mr. 

Byrd declared bankruptcy, so the entire matter is now at a standstill. 

5. The Board approved the following loans: 

Loop Road, Ocean City - Leslie & Anne Costello - $78,000.00 ARM 10% 4 3 

points - 30 years 

7200 Pinecrest Road - William Bostic - $55,000.00 14% + 2 points 25 years 

Butte Road - Albert & Theresa Goff - second mortgage $6,000.00 15% + 2 points 
15 years 

2036 Eastern Avenue - Douglas Lester Sexton - $77,000.00 15% + 2 points 15 ye. 

Farina Property = Glen (, Carol Farina - second mortgage -$10,000.00 15% 
2 points 15 years 
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202 Andry Stic-zt - ail"ton Taylor & Cwight Hoojxjr So, 500.00 15% + : ,x.jnt;s 

12 years 

1340 S. Hanover Street - Robert Henderson i Stephen Ramspacher $51,750.00 

15% + 2 points 20 years 

Getting Road - Douglas & Deborali Bills - $57,000.00 construction 15% + 1 point 

There being no further business, the President adjourned the meeting at 9:30 

P.M. 

20 years permanent 14% + 2 points 

Respectfully sutmitted, 
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RIDGEWAY SAVINGS AND LOAN ASSOCIATION 
1 12A N. Rolling Road 

Catonbvillc. Md. 21226 
744-0444 

9095 Frederick Road 
Ellicott City. Md. 21043 

465-6006 

July 30, 1984 

Dept of Licensing & Regulation 
Division of Building & Loan Associations 
231 East Baltimore Street 
7th Floor 
American Building 
Baltimore, Maryland21202 

Gentlemen; 

Enclosed please find a copy of the minutes 

of the meeting at which we discussed the state examination. 

If you should have any questions, please call 

me at our Ellicott City office. 

Very truly yours. 

Rosemary Tyler 
Secretary 

Enclosure 

ftrfVT received 

fin, 5^ 0F L,r * REG DfV nro ■' - ., ,-..f 

AUG S J9M 
REPLY TO: IIIG10 
Catonbvillc Office 
Ellicott Cmr Office 
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RIDGB^Y savings and loan association 

FORM AC 

Application for Approval of 
Conversion 

Dated: May 7, 1984 
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APPLICATION AND APPJ^OVAL 

OF BOARD OF DIRECTORS 

ttLCBtxi) 
0? L1C. ^ RCG. 

DtV. OF SAV. i |.fUK! ASSh'S. 

m 9 m 

further SSSSon^r ^ a9reeS ^ if 

to the Rules and are re<?uired ^ the Director txarsi^rt 
Directoa^Sr^S^ the same will be conducted by, or as aporoved bv the 

By thTfilw1^^ ^ ^.'PPraei tV the Board of Directors of the Arnlicant. 

l1LHrs 

necesqarv ^ or,=.Ki k- f^' examination and investigation as is 

tn^sfol^s \^lXnSteS^£CT?KfPtoi?n ^ 0113 ccroltes 
and Regulations of requircnents of the Rules 

-«h1S=„ MaT^-SS-SSS Ocmussioners; anl (3) that each 

ATTEST: 
RIDGEJ'ZAY SAVINGS AND LQ^J ASSOCIATICN 

•ipal Executive Officer) 

/ Grace Devitt 
Treasurer and Director 

Anita C. Wilocxx 

W. Walter Fcumandis III 
Vice President and Director 
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As Filed With Tne Division of Savings and Loan 

Associations cn May 7, 1984 

DIVISICN OF SAVINGS AND LOAN ASSOCIATICNS 

321 East Baltimore 

Seventh Floor 

Baltimore, Maryland 21202 

- FORM AC 

APPLICATION 

FOR 

APPROVAL OF CONVERSION 

RIDGEWAY SAVINGS AND 

LOAN ASSOCIATION 

(Exact Name of Applicant as Specified in Articles of Incorporation) 

1124 North Rolling Itoad 
(Street Address of Applicant) 

Catonsville, Maryland 21228 
(City, State and Zip Code of Applicant) 

Robert B. Greenwalt, Esquire 

1124 North Rolling Road 

Catonsville, Maryland 21228 
■0- (Name and Address of Agent for Service) 

Date: May 7, 1984 2497 
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RIDGEWAY SAVINGS AND LOAN ASSCCIATIOT 

Catonsville, Maryland 

PLAN OF C3CNVERSICN 

Fjxm Mutual to Stock Organization 

I. General 

... ^ the Board of Directors of Ridgevay Savings and Loan Association 
(the Association") unanimously adopted a Plan of Conversion ("Plan") whereby the 
Association will convert from a state-chartered mutual savings and loan 
to a ^te-diartered stock association pursuant to the laws of the State of Maryland, 
and the Regulations of the Maryland Board of Savings and loan CCrmdssioners ("Board"). 

^Irs^t shades of capital stock ("shares" or "stock") shall be offered 
e ^ account holders and then to such other persons as are defined by 

the Plan at a predetermined and uniform price. The price shall be based upon an in- 
dependent appraisal of the Association and shall reflect its pro forma market value 
as converted. The Plan provides that non-transferable subscription rights to purchase 
stock will be offered first to the Association's eligible account holders, of record 
as of January 31, 1984 and then to the Association's supplemental eligible account 
holders, (as applicable), and then to the extent that stock is available, to other 
members of the Association, to the officers and directors of the Association, and, 
lastly, in an offering to the general public by the Association. It is the desire dB 
the Board of Directors of the Association to attract new capital to the Association, 
as converted, in order to increase its net vorth, to increase the amount of funds 
available^ for residential and other lending, and to provide greater resources for pur- 
poses of branching and the expansion of custcmer services. No change shall be made 
in the Board of Directors or Management as a result of the conversion, nor will the 
Association s reserves or net worth be reduced. Capital stock to be issued in the 

oration10" Cann0t 31X3 wil1 inot 130 :Lnsured ^ Maryland Savings-Share Insurance Corp- 

II. Definitions 

A. Association: Ridgeway Savings and Loan Association 

B. Board; Board of Savings and Loan Cctnmi sstoners. State of Maryland 

. c* Qsnverslcni toeminent of Association's Articles of Inoorporation ("Charter") 
and By-Laws to authorize issuance of shares of capital stock by the converted Associ- 
ation and to conform to the requirements of a state-chartered capital stock association 
under the laws of the State of Maryland the Regulations of the Board. 
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mtf of Record: CGtG upon which members of the Association entiHp^ to vote at the Special Jilting of tenbers is deterru^ed ASK,Clatl0n 

aSSoclattosfSsSte13C^la^
eCt0r 0f 0,6 DiViSion 0f Savi"3s ^ ^ 

F* Eligibility Record Date: January 31, 1984 

on G" ^llgible Acoount "older: Holder of a savings account in the Association 

be ^ 00nVerted ^^"on to 

I. MSSIC: Maryland Savings-Share Insurance Corporation. 

SS ^-~»rSr.«5S'J3 ■ZTZS.Z.T- 

oartiM I,?rr°S ^ ^ holders and other parties eligible to purchase stock pursuant to the Plan of Conversion. 

ssffifffisSSSSFi—sas - 

ssss'.issssr 

as o/^^St^d b*1°nCe ^ ^ ^ " «» 

0. Savings Account: Withdraveble deposit in the Association. 

ftf P- SEec^lMeetirS: The Special Meeting of Matters called for the purpose 
of considering the Plan of Conversion for approval. Purpose 

Ri^htS: Non-transferable, non-negotiable, personal 

of tS acoount hoMers' other menbers, and the officers and directors 
Com^sion?013 00' PUrC^SG shares of stock offered under the Plan of 

stoc/^Sl^lL11^1^ I^te: Date for determining supplemental sut)ScriPtion rights, if required, and as approved by the Director. 

j, S' SuPPlgne"tal Eligible Account Holder: Holder of a savirxis deposit in thP 
Association on the Supplemental Eligibility Record Date. 

A-3 
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III. Steps Prior to Submssion of Plan of Conversion to the M2mbers for Approval 

Prior to submission of the Plan of Conversion to its menbers for aporoval, 
the Association must receive preliminary approval from the Division Director of' 
the Application for Approval of Conversion to convert to a capital stock 
association. The following steps must be taken tori or to such ore liminarv 
approval. ' * J 

A. The Board of Directors shall adopt the Plan by not less than a 
tuo-th^ds votethereafter an Application for Approval of Conversion 
snail be filed with the Division Director. 

B. Upon receipt of advice from the Division Director that the 
Application has been received, is in the prescribed form, and is not 
materially incomplete, the Association shall publish a "Notice of Filing 
of an Application for Conversion to convert to a Stock Savings and Loan 
Association" in a form approved by the Division Director, in a newspaper 
of general circulation in each acnrnunity where the association maintains 

^ office. The Association shall also mail a copy of such notice to each 
of its eligible account holders and members. 

Ihe Association shall obtain an opinion of counsel or a favor- 
able ruling fncm the Internal Revenue Service which shall state that the 
conversion of the Association to a stock association will not result in 
any gain or loss for federal incane tax purposes to the converted 
Association or its eligible account holders and other members. Receipt 
of a favorable opinion or ruling is a condition orecedent to completion of 
the conversion. 

The Plan shall be submitted to the members after preliminary aoproval bv 
the Division Director, and after the Association has received a favorable tax 
opinion fran counsel and/or a favorable tax ruling from the Internal Revenue 
Service. 

IV. Meeting of Members 

3 c__Su?s^ent to^the Preliminary approval of the Plan by the Division Director, 

^ ? Meinbers to on ^ plan shall be scheduled in-accordance th the laws of the State of .Maryland and the Association's By-Laws. Prcrptly 
after receipt of preliminary approval, and at least 10 days prior to the meeting, 
the Association shall distribute proxy solicitation materials, costage prepaid, 
to all savings Members and borrowers as of the date of record established for 
voting at the Special Meeting of Members and to all eligible account holders. 
The proxy materials will include a copy of the Plan and Proxy Statement, and other 
documents authorized for use by the Division Director and may also include a 
Subscription Offering Circular as provided below. 

Pursuant to the Board's regulations, an affirmative vote of not less than 
a majority of the total outstanding votes of the Association's members shall be 
required for approval of the Plan. Voting may be in person or by proxy. 

A-4 

2 5 0 0 



V. Offering Documents and Cmsirrmation of Conversion 

Hie Association may ccmmence the Subscription Offerirg concurrently with 
the^ proxy solicitation of Members, which may close following the Special Meetinq 
of Members, such closure to be contingent on Member approval of the conversion 
at the Special Meeting. The Association shall not distribute the final 
Subscription Offering Circular until the same has been declared effective by 
the Division Director. y 

After approval of the Plan by the Association's members, the Association 
shall Promptly file with the Division Director a certified copy of the minutes 
of the Special Meeting of Members, including each resolution adopted at the 

f^lating to the Plan, together with other infomation 
required by law and regulation, and the executed Charter amerxlrents and a 
oonforired copy. Oi receipt of such minutes and executed Charter amendments, 
the Director shall, pursuant to Maryland law, endorse the executed copy of the 
OTarter amendments as approved and send to the Association the endorsed copy of 
the charter amendments and a final order of approval of the Association's 
conversion to a capital stock association. 

The conversion shall become effective concurrently with the sale of all 
the Association's capital stock pursuant to the Subscription Offerira and any 
subsequent offering to the public and with the acceptance of an endorsed copy 

Association's amended Charter for record by the Department of Assessments 
and Taxation, State of Maryland. 

VI. Stock Offering 

A. General 

Pursuant to the Plan, the Association intends to offer for sale shares of 

^ ^ oonverted Association. The shares of capital stock to be issued 
a ^ of S1-00 P®1" share, or such greater amount as the proposed 

Provide. The aggregate purchase price of all shares .which 
ere^ 31x1 901(3 shall be equal to the estimated pro forma market value 

the converted Association, as determined in an independent appraised by a 
qualified expert deemed acceptable by the Division Director. 

B. Method of Offering Shares 

Non-transferable subscription rights to purchase shares shall be at 
no cost to eligible account holders, other members, and certain other persons 
pursuant to priorities established by the Regulations of the Board. All shares 
of capital stock must be sold. 
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The priorities established by the Boaxd's Recrulations for tiie purchase of 
sfiares are as follov.'s: 

1. Preference Category No. 1: Eligible Account Holders 

Each eligible account holder shall receive, without payment, non- 
transferable subscription rights to purchase capital stock in an amount 
equal to the greater of 200 shares, 1/10 of 1 percent of the total 
Qffering of shares or 15 times the product (rounded down to the next 
whole number) obtained by multiplying the total number of shares of 
capital stock to be issued by a fraction of which the numerator is the 
amount of the qualifying deposit of the eligible account holder and 
the denominator is the total amount of qualifying deposits of all eligible 
account holders in the Association. If the exercise of subscription 
rights in this category results in an oversubscription, shares shall be 
allocated among subscribing eligible account holders so as to permit 
each such account holder, to the extent possible, to purchase a number of 
shares sufficient to make his total allocation equal to 100 shares. Any 
shares not so allocated shall be allocated among the subscribing 
eligible account holders on an equitable basis, related to the amounts 
of their respective qualifying deposits, as ccmparted to the total 

, qualifying deposits of all eligible account holders. 

2. Preference Category No. 2: Supplemental Eligible 
Account Holders 

(a) In the event that regulatory action on the Association's Application 
for Approval of Conversion is delayed for more than 12 months frcm the date 
the Association's board of directors adopted the Plan of Conversion, then a 
category of supplemental eligible account holders may be established as of 
a date approved by the Director. Each supplemental eligible account holder 
of the Association shall receive, without payment, non-transferable 
subscription rights to purchase supplemental shares in an amount equal to 
the greater of 200 shares, 1/10 of one percent of the total offerirxi of shares 
or 15 times the product (rounded down to the next whole number) obtained bv 
multiplying the total number of shares of capital stock to be issued by a 
fraction of which the numerator is the amount of the qualifying deposit of 
the supplemental eligible account holder and the dencminator is the total 
amount of the qualifying deposits of all supplemental eligible account 
holders on the supplemental eligibility record date. 

(b) Subscription rights received pursuant to this Category shall be 
subordinated to all rights received by eligible account holders to purchase 
shares pursuant to Category No. 1. 

(c) Any non-transferable subscription rights to purchase shares received 
by an eligible account holder in accordance with Category No. 1 shall be 
applied in partial satisfaction of the subscription rights to be distributed 
pursuant to this Category. 
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(d) In the event of an oversubscription for supplemental shares pursuant to 
this Category, shares shall be allocated among the subscribing supplemental account 
holders as follows: 

(1) Shares shall be allocated among subscribing supplemental eligible 
account holders so as to permit each such supplemental account holder, to 
the extent possible, to purchase a number of shares sufficient to make his 
total allocation (including the number of shares, if any, allocated in ac- 
cordance with Category No. 1) equal to 100 shares. 

(2) Any shares not allocated in accordance with subparagraph (1) above 
shall be allocated among the subscribing supplemental eligible account hold- 
ers on an equitable basis, related to the amounts of their respective qualify- 
ing deposits as compared to the total qualifying deposits of all supplemental 
eligible account holders. 

3. Prefer sice Category No. 3: Other Members 

Other members shall receive non-transferable subscription rights to purchase 
shares, after satisfying the subscriptions of eligible account holders provided 
for under Category Nos. 1 and 2 above, subject to the following conditions: 

Each other member shall receive, without payment, non-transferable subscrip- 
tion rights to purchase 200 shares of capital stock. If the exercise of subscrip- 
tion rights in this category results in an oversubscription, shares shall be allo- 
cated among subscribing other members so as to permit each such person, to the 
extent possible, to purchase a number of shares sufficient to make his total allo- 
cation equal to 100 shares. Any shares not so allocated shall be cdlocated arrong 
the subscribing other members on an equitable basis, related to the amounts of 
their respective qualifying deposits, as coipared to the total qualifying deposits 
of all other members. 

4. Preference Category No. 4: Directors and Officers 

Each director and officer of the Association, as of the date of the oarmence- 
ment of the subscription offering shall be entitled to purchase shares of stock 
to the extent that shares are available after satisfying (1) the subscriptions of 
eligible account holders and supplemental eligible account holders (as applicable) 
provided for under Category Nos. 1 and 2 above, and (2) the subscriptions of other 
Association members provided for under Category No. 3 above. The shares which may 
be purchased under this Category are subject to the following conditions: 

a. The shares shall be allocated among directors and officers on a 
point system basis, whereby a point will be assigned for each year of ser- 
vice to the Association, and three points for each office held in the 
Association. 
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b. Upon determing the amount of shares a director or officer rroy i 
purchase based upon the point system, any shares left unpurchased by 
any directors or officer, sfiall return to a oool of sliares from which 
other interested directors or officers may purchase such shares based 
on the point system established. The right to obtain shares from such 
a pool of unpurchased shares shall exist only after the initial allo- 
cation of shares to officers or directors . 

5. Preference Category No. 5: Offering to Public 

Any shares not purchased through the exercise of the subscription rights set 
forth in Preference Category Nos. 1-4 inclusive, shall be sold to the general 
public, with preference given to residents of the Association's local ccrTmunity. 

C. Certain Characteristics of Stock- Being Sold. 

1. General. Stock to be issued pursuant to the conversion shall have a par 
value of $1.00 per share, be nonassessable, and be nonwithdrawal in the event of 
liquidation until every claim and every liability of the converted Association 
is fully satisfied and every deposit is fully paid to its holder at its withdrawal 
value. 

2. Repurchase and Dividend Rights. The converted Association may not re- 
purchase any stock from any person without the prior written approval of the 
Director. The converted Association also may not declare or Day a cash divi- 
dend on or repurchase any of its stock if the result thereof would be to reduce 
the net vrorth of the converted Association below (1) the arrount required for the 
liquidation account, or (2) the reserve and net worth requirements of the Board 
of MSSIC. Further, dividends with respect to capital stock may only be paid 
after interest is paid on every savings account. 

Voting Rights. After Conversion, holders of savings accounts and ob- 
ligors on loans will not have voting rights in the Association. Exclusive 
voting rights shall be vested in the holders of the stock issued by the 
Association. Each stockholder of the Association will be entitled to vote on 
any matters ocming tefore the stockholders of the Association for consideration 

stockholder 1X1 0ne for 03011 sharG of stock owned by said 

^ Mailing of Offering Materials and Collation of Subscriptions 

of th^^JS^31 0f,t!*LPlan ^ ^ Division Director, and the declaration 
^ Sub-r^on Offering Circular, the Association 

eliak^ ^ ^ Circular and Order Poms for the purchase of shares to 
ii PreSr^11? ^ L 1

0ther persons ^ subscribe for such shares 
^ vi ' 1^lusive- ^ Subscriotion Offering Circular 
distribution^"1^ approved by the Division Director orior to 

frrm JkI! ?f.an O^er Fom shall be provided not less than 20 days 
Fo^ a mailing to properly ocrrolete, execute, and return the Order 
shSl^cSL^^f Self-addressed, postage-prepaid, return envelopes 
the retSSST ?)rTnS out- Association shall collate e returned executed forms uoon completion of the subscriotion period 
ailure of any recipient of subscription offering materials to return a orooerlv 
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corcpleted and e>:ecuted Order Form within the prescribed time shall be dee-od a 
waiver and a release by such person of any rights to purchase shares hereunder. 
Order Forms for the purchase of conversion stock, once received b\' the 
Association, shall not be revocable. 

Method of Pavment 

All shares offered hereby must be purchased in cash or by check or noney 
order. If the subscriber has a savings account in the Association (includina 
G^rtificate of deposit), the subscriber may authorize the Association to 
charge the subscriber's account for the purchase amount. The Association shall 

Ef7 ^2reSt at n0t less ^ Passbook rate on all amounts paid in cash or 
Oft0 shares of capital stock in the Subscriotion Offering^from the date payment is received until the conversion is corpleted or 

If 3•f^bsfr;Lber authorizes the Association to charge his or her savings account vath the amount of the purchase price, the charge shall be nede at the 
close of the subscription offering. The Association will pay interest on the 
amount authorized for withdrawal frcn the savings account as if the anount had 
remained in the account until the final closing date (i.e., the date when the 
last unsubscribed for shares are purchased). The Association shall allow 

^ P^chase shares by withdrawing funds frcm certificate accounts 
without the assessment of early withdrawal penalties. However, if the balance 
raraining in such account after withdrawal is less than the reauired mini™, 
the certificate evidencing such account shall be cancelled. The remaininq 
baiance shall earn interest at the passbook rate. This waiver of the early 
withdrawal penalty is applicable only to withdrawals made in connection with 
the purchase of stock under the Plan of Conversion. 

F- delivered, Defective, or Late Order Foms; Insufficient Pavment 

In the event Order Forms (a) are not delivered and cure returned to the 
Association by the United States Postal Service, or the Association is unable 
to locate the addressee; (b) are not received back by the Association, or are 
received by the Association after the expiration date specified thereon; (c) 
are defectively oarpleted or executed; or (d) are not acccrpanied by the total 
required payment for the shares of stock subscribed for (including cases in 
which the subscriber's savings account and/or certificate accounts are insuf- 
ficient to cover the authorized withdrawal for the required payment), the 
subscription rights of the person to whan such rights have been granted shall 
apse as • though such per sen failed to return the oarpleted Order Form within 

the time period specified therein. The Association may, but shall not be 
required to, waive any irregularity relating to any Order Form or require the 
submission of corrected Order Forms or the remittance of full payrrent for sub- 
scribed shares by such date as the Association may specify. The Association's 
interpretation of the terms and conditions of this Plan and of the Order Fbrm 
shall be final. 

G- Limitation on Purchases of Shares 

slon 0f,t^ ^ in the ccnver- 

A-9 2505 



i1' ^Jnbers in ••ton-C>aalified States or In Foreicn Co-gntries 

fhe Association will n^ke reasonable efforts to corply vcitii the securitipc; 

for\^w i StateS ^ 010 United States ^ utdch entitloa to subscribe stock pursuant to the Plan reside. However, no such oerson win nff ^ 
or receive any stork uxrfer this Plan who resided S 

IS 

XS£ oT^ s SLSSTof 

under the securitie.^50"3)''''^ re<5u:Lre 013 converted Association to register, 
r^he^S^Snly urs^uruLS1SS~?S a brDk;r 0r dealer 0r 40 reSst«- its securities for sale in such state; and (c) such 

wise? 1°" 0r quallf:Lcation wuld inpractical for reasons of cost or other- 

VII. Charter and By-Laws 

^ ^ of ^ conversion, an amended Charter and By-Laws for the ron- 

o^alelsTSS ^ 10 aUth3rize ^ convertL^oc'Sti^ S rate as a state-chartered stock association. The total shares authnri^ 
under the amended Charter shall exceed the shares to be Sfn 

,^ters0LtSrtrof0?S O^ter and By-Laws shall be mailed to all 
thfSLJLSS materials- ^ approving the Plan, the Marchers of tne Association shall thereby approve the amended Charter and By-Laws. 

to the Pl^^ for °rders for the purchase of all stock offered oursuant 

also CS Se2Se:aPPrOVed * ^ 

VIII. Status of Savings Accounts and Loans Subsequent to Conversion 

... A11 favings accounts in the Association shall retain the same status 

wtSa0?^^10^3^1^656 aCCOunts ^ Prior to conversion, exceot as to 
SSd?aSh^ « SaVln9S aCOOUnt sha11 retain' ^thDu't oayment, a 

acP?unt or acoounts in the converted Association equal in 

accou^t?D^r^ a 6 0f SUCh acOOUnt holder's savings account or 
h^^yZtZ toco—sion. All savings accounts shall continue to be 

^ ^ 10 aPPlicable limits of insurance coverage. All 
^ f"16 Stat:US after ^^sion as those loans hid orior 

Sar^city.' eXCeP terrors no longer shall have voting rights'in 

IX. Liquidation Account 

not be enH^TL,^"^310"' h°iders of ^ings accounts and borrcwing manbers shall 
aSo^LhS^ ^ residual assets after liquidation of the converted 
^Siaaon'shSJT^V^f^11 ? ^ of ^ Board, the converted 
an^S^J ^ the tme of conversion, establish a liquidation account in 
Tf S^ciS^^ I net

u
wrth as of ^ date of the latest stata^t 

the Subscription Offering Circular. The function of 

provJdS^S pSaaS^w1? ? S iS 3 Priority on liquidation and, except as 
shall not ooerat^ VI.C.2 above, the existence of the liquidation account 
frSi ^ restrict the use or application of any of the net worth ccounts of the converted Association. 
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The liquidation account shall be maintained by the converted Association 
subsequent to conversion for the benefit of eligible account holders and 
supplemental eligible account holders (as applicable) who retain their savings 
accounts in the converted Association. Each eligible account holder and 
supplemental eligible account holder shall, with respect to each savings account 
held, have a related inchoate interest in a portion of the liquidation account 
("subacoount balance"). 

The initial subacoount balance for a savings account held by an eligible 
account holder or supplemental eligible account holder shall be determined by 
multiplying the opening balance in the liquidation account by a fraction of 
which the numerator is the amount of the qualifying deposit in such savings 
account on the eligibility record date or supplemental eligibility record date 
snd the denominator is the total amount of the qualifying deposits of all 
eligible account holders and supplemental eligible account tolders in the 
Association on such dates. Fbr savings accounts in existence at both dates, 
sePara^ subacoounts will be determined on the basis of the qualifying deposits 
in such savings accounts on such record dates. Such initial subacoount balance 

k® increased, and it shall be subject to downward adjustment as provided 
below. 

If the deposit balance in any savings account of an eligible account 
holder or supplemental eligible account holder at the close of business on any 
annual fiscal year closing date subsequent to the eligibility or supplemental 
eligibility record date is less than the lesser of (1) the deposit balance in 
such savings account at the close of business on any other annual fiscal year 
closing date subsequent to the eligibility or the supplemental eligibility 
record date; or (2) the amount of the qualifying deposit as of the eligibility 
record date or the supplonental eligibility record date, the subacoount balance 
for such savings account shall be adjusted by reducing such subacoount 
balance in an amount proportionate to the reduction in such deposit balance. 
In the event of a downward adjustment, the subacoount shall not be 
subsequently increased, notwithstanding any increase in the deposit balance of 
the related savings account. If any such savings account is closed, the 
related subaccount balance shall be reduced to zero. 

In the event of a complete liquidation of the converted Association (and 
only in such event), each eligible account holder and supplemental eligible 
account holder shall, be entitled to receive a liquidation distribution frcm 
the liquidation account in the amount of the then current adjusted subacoount 
balances for savings accounts then held, before any liquidation distribution 
may be made to stock holders. No merger, consolidation, purchase of bulk 
assets with assmption of savings accounts and other liabilities, or similar 
transactions in which the converted Association is not the surviving institution 
is considered to be a complete liquidation. In such transactions, the 
liquidation account shall be assured by the surviving institution. 
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X. ATendment or Termination of Plan 

nece^ary desirable, as a result of carments from the Division ^ 

0
D™°r ^eIW1Se' ** P1^ ™y te at any ttae prio^to sS^tsicn 

1:0 ^ ty a tuo-thirfs vote 
2£ Directors. After subidssion of the plan and pracv 

SSS^Si T* 0f SSsSn'"6 

SM'S sasss £graf--J=»!: 
Director. special Meeting with the concurrence of the Division 

by the SvSLTSL^^10?5 applicahle to this conversion are adopted 
Plan shall te amended to confSTtfS tL^SS^'3 OTVerSion'. «» 

Rnarrt r,^n^f^a0pti0n 0f ^ Plan' ^ Association's lumbers authorize the 
Slo^h0^3 to —3 -V- terete tt. Plan ^ 
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^ ^ Secretary of Ridgeway Savings and Loan Association 
nf °!rt^.that ^ Allowing Resolutions were adooted by unanirous wte 

ST f™ irectS;s at a of ^ ^d- ^ ^ o? ■"Y ' lyy^, a quorum being present. 

RESOLVED, That the Plan of Conversion attached to 
these Minutes as Exhibit "A" is hereby adopted and 
approved; and be it further 

RESOLVED, That the Officers of the Association are 
directed to take such action as is necessary and 
required to inplement the Plan of Conversion; and 
be it further 

RESOLVED, That the Officers of the Association assist 
designated Special Counsel, Robert B. Greenwalt, Esq., 
in connection with the preparation of an Application 
tor Approval of Conversion for subsequent filing with 
the Director of the Division of Savings and Loan 
Associations (State of Maryland) and continued in- 
surance of accounts by the Maryland Savings-Share 
Insurance Corporation and take such other action as 
is necessary or required in connection therewith. 

do her^t^L51^fSrfhfeC^tary 0f RidgGV^y S3™*?3 and Loan Association, affirmative vote of the Board of Directors, as 
referred to above, represents in excess of two-thirds of the total votes of f-ho 
members of the Board of Directors. 0f ^ 

Date: May 2, 1984 

(SEAL) 
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As Filed With Hie Division of Savings and Loan Associations 

May , 1984 

PRELIMINARY QQPY 

DIVISICN OF SAVINGS AND LOAN ASSOCIATIONS 

321 East Baltimore 

Seventh Floor 

Baltimore, Maryland 21202 

F OR M P S 

PROXY STATEMENT 

RIDGE WAY SAVINGS AND 

LOAN ASSOCIATION 

1124 N. Polling Road 
(Street Address of Applicant) 

Catonsville, Maryland 21228 
(City, State and Zip Code of Applicant) 
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NOTICE of special meeting of members 

PROXY STATEMENT 

KAN OF OQNVERSICN FOR CONVERTING 
kidctvbw savings and loan association 

TO A 

CAPITAL STOCK ASSOCIATION 
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NOTICE of special meeting of members 
RIDGEJ'ZAY SAVINGS AND LOAN 

ASSOCIATION 

Savings and Loan ?f "^rsof Ridgeway 
Association, 1124 N ^ f Pr:LnciPal office of the 
at. P.m. ^•te

arsri ;• 

SarSSaSn^T" « ^ to ^<^7 Savings and 
asSciJSS^T. fra^ a association to a capital stock 

^suant to the laws of the State of Maryland^ 
the Regulations ^ of the Maryland Board of Savtags a^ST 
Ocrmussioners, including the adoption of amended Articles of 
InoorporatLon and By-Laws for the AssociaSo^ Artlcles of 

i2) S212^ "Vother matters ttet ^ 

«»°£ ^ ^ «««. 

riSS™»sisa.ft.-c ar 

DATE: 
Catonsviiie, Maryland  kt-    

Rosemary Tyler, Secretary 

ISSF"™"-- 
IN PERSON IF YOU SO EESIRE. ' WIIlL ^ PRE:V]EOT ^ FROM VDTING 
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RIDGElvAY SAVI?C^ AND I£i\N 
/association 

1124 N. Polling Road 
Catonsville, Maryland 21228 

Tel.No. (301) 744-0444 

PROXY STATEMENT 

Date 

RIlJsS TOR ^ 0F ""MOW OP 
BE HELD CN • itoT AT A SPK™. MEETING OF MEMBERS -in 
PURPOSES SET FOKIH IN THE POREGDDJG ** ^ 

PURPOSE OF MEETING - SUMMARY 

("Rid^eSTSii^" OT "As^SSon") SiT93 ^ 10011 ^^"tion 
of«. f- 

from a mutual tyL associff i^ ™ri)ers' Permlt the Association to change 
UK Plan provides^in part ttS •StC? T^3 3113 loan association. 
Director ("Director")^?t^TDivfSn^' ^ authorization frm the 
("Division"), state of fattens 
Stock ("stock") or ("shares") th^oh fS^o I offer for 5316 capital 
tion rights first to account- the issuance of non-transferable subscrip- 
Metenrdned by Jff°ciation as of January 31, mT 
the Association^^total^avings ^its to 

are eligible to purchase up^2 700 ' an^_then ^ other members who 
and officers, wiSfa^Ui^fr^ff member' a«S then to directors, 
available to k 9 1^° the issue then being 
of the offSi^X^SinS^S™ f,19^ ^ £irst ♦» -Tories 
general public. The Drice^fc^rv-v- +. 30 111 311 offering to the 
Plan will be determined bv an iSSUS ^ issued by the Association under the 
forma markS 0f ** lion's pro 
and its provisions incSi^T^;Lnforn^tlon as to the Plan 

SfS^lai is 

SSMrxx "SS'Si'.'S 

S^idSS SSS; Md^fln 
the converted Ass^iatiin. (fbr fu^^L^tiot S^LS^n^io^"., 

This space intentionally left blank. 
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It is not anticipated that a public trading market for the stock will develoo 
subsequent to the offering described herein, and no olans have been femulated to" 
make such a market. (For further details, see "Absence of a Public Tradir^ket". 

• , .In ^Pting the Plan, the Board of Directors found that the Asso- 

4- substantial benefits fron the conversion to stock form. The niedian net Proceeds from the sale of stock will substantially increase the 
Associations net vorth, thereby providing further support for future savings growth 
and increasing^ts lexrfi^ capabilities, mis increasTin net worth will^lL^^ 

^ n 10 effect continued corrpliance with its general reserves and net worth requirements. (For detailed information as to the Association's aer^-1 

reserve and and net worth requirements, see "Regulation - Insurance of Accounts" ) 
ttefunds received fron the sale of stock willlTSvested in JSS?iii 

^ Assoc:Lation,s Primary market area in Maryland. Other benefits to be derived by the Association incite the ability to raisH^onaTSpiSi 

through the sale and issuance of additional shares of stock 

•. 0^
ASSOClatl0n will

J
COntinue' corpletion of the offering, to provide 

^ ^ ®e5vl?es to depositors and borrc^rs pursuant to its existing oolicies and will maintain its existing office operated by the existing managemeS knd ^ 
.loyees of the Association. The Association's savings accounts will continue to be 
insured by the Maryland Savings-Share Insurance Corporation ("MSSIC") up to aoolic- 
able mruts The affairs of the asscx:iation will continue to be directed b/the 
existing Board of Directors and Management. 

meiTlbff obligate himself to subscribe or not to subscribe to stock by 
^ on ^ p;Lan' nor w-11 savings accounts be converted into stock. If 

the Plan is approved, each person eligible to subscribe to stock will thereafter be 
sent an Order Form, and vail then decide whether or not he wishes to subscribe for 
the purchases of shares of the Association's stock. 

PROXY - GENERAL 

A member giving a proxy has the pewsr to revoke it at any time before it is 
exercised by filing with the Secretary of the Association written instructions re- 
voking it. ^The powers of the proxy holders will also be revoked if the person 

^ ^ ^^t at the Special Meeting of Members and files a proxy revocation form with theSecretary of the meeting prior to the beginning of the^- 
ing. Revocation forms may be obtained frcra the Associaticn. A duly-executed oroxy 
bearing a later date will be sufficient to revoke an earlier praxy. 

The proxy will be voted in accordance with the choice indicated on it If no 
choice is made as to any specific proposal set forth in the proxy, the proxy will 
be voted for such oroposal. H r 
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The proxy includes the granting of power to the proxy holder to vote for chjf^; 

W^Ch^are n0t mterially adverse to the interest of the membership are'" aeemed advisable by the Board of Directors, and are approved by the regulation'auth- 

ti' Pr0?y m3tGria1' Eluding the Proxy Statement, copies of the Plan 

the reaSestrS?'tS Sent ^ ^ ^ your Association at the request of the Board of Directors. The Board of Directors endorses t-h^ Pi^n 
inversion outlined in these materials, which it believes is in the best inters of 

^ qenerar ^llc resid^ or 

^errea " the.Notice of Specif Kfee'ting which acccnpanS Sis Lxy Statement. After you have reviewed the enclosed materials, you should consider them 
carefully ard act upon the otters profosed. If ^u wish to TOte^ Pr^ ™ r^T 

enclosedproxy and returning it to the Association. A tostage 
paid return envelope is enclosed for your convenience. Renember that the oroxv form 
is oniy valid for the Special ^ting of Markers, and any^oSn^t 
will not be used for any other ireeting. ^juuirmenc cnereot, and 

VOTING RIGHTS AND VOTE REQUIRED FOR APPROVAL 

Jan.ia^r^f 0r borrcw1^ of the Association as of anuary 31, 1984, will be eligible to vote on the matters set forth herein at a 
Special Meeting of Members. Voting may be in person or by proxy. Savings rrertoerj:^^ 
will be entitled to cast one vote for each $100 or fraction thereof of the withdj® 

votes 0 savings account held by such member^ No member may cast more than 100 

^J:0^ 0r 3 sfvijlgs account shall create a single manbership for voting Durooses even though more than one person is obligated on such loan or has an interest in 
such savings account. Any number of persons present at the Meeting will constitute 

iiT ^tl<irt^e^^irPOSeS 0f COndU^ting 3117 business that may come before the Meet- ing^ Votes totalling a majority of the total votes outstanding as of the date of - 

aibilitv^of ^ ^ r 0f ^ Plan 10 aPProve- Any questions as to the eli- 
rnGfeLto vote: or the number of votes allocated to each member, or any 

S<: 3 to "toting, will be resolved by the Secretary of the Association 
ronSSl Meeting of Menbers, and the records of the Association will 

PLAN OF CONVERSICN 

The Director of the Division of Savings and Loan Associations, State of Maryland 
has given approval to the Plan subject to the Plan's approval by the members of the 
Association entitied to vote on the matter and subject to the satisfaction of certain 
conditions imposed by the Director. The Director's approval, however, does not con- 
stitute a reoonmendation or endorsement of the Plan. 
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Effect of Conversion to Stock Form on Savers and Borrowers of the Association 

.(a|.Votl"g Rights. Savings members will have no voting rights in the converted 

control its a^aSs ^ t0 ^ ^ As^ia'i^fto 
iTt-fl eSe rights ^ ^corded to savings members currently.) Sub- 
T S!!1^

nVerS10n' rights will be vested exclusively in the Associa- 
^ °f capital stock stall be entitled to wlfon any "^"ers to te considered by the Association's stccktolders. A stockholder will 

be entitled to one vote for each share of stock owned by him. (See ^SSles of 
Incorporation and By-Laws.") ^rxicies or 

of Accounts ^ Lo^s- Association's savings accounts, the balances 
h5 ^?f;Lvldua;L accounts and the existing MSSIC insurance coverage will not be affected 

Further™ore' the conversion will not affect the lo^ aoLLt? the balances of these accounts, or the obligations of the borrowers under their indi- 
vidual contractual arrangements with the Association. 

(c) Tax Effects. The adoption and implementation of the Plan set ^orth herein 

state' iSilS0!? counse;L for Association, will result in no adverse federal or' 
d? consequences to the Association, eligible account holders or other 

Taxation f ^ ^ Plan' Ref6X6006 is mde to "Federal and State ' f, ^ ful1 description of the tax consequences to eligible account 
holders and others resulting from the conversion. 

, ^ Liquidation Rights. Neither the Association nor the converted Association 
tasany pl£tSTiquId5«—^However, if there stolid ever be a ocJSS 

^ r c00^51011' savings account holders would receive the protect- 

riaht, yJMSSIC UP ^ aB)Ucable limits. Subject thereto, liquidation rights before and after conversion would be as follows: 

(i) Liquidation Rights in Present Mutual Association. 

On a ccrnplete liquidation, each holder of a savings account in the Associ- 

^ lts.Present mutual form would receive his pro rata share of any assets - 
of the Association remaining after payment of claims of all creditors (includ- " 
ing the claims of all depositors to the withdrawl value of their accounts) 

"ll?™ ra^Shafe ^ remaining assets vould be the sane proportion of such assets as the value of his savings account was to the total value of all sav- 
ings accounts in the Association at the time of liquidation. 

(ii) Liquidation Rights in Proposed Converted Association. 

the conversion each savings account holder on a ccrnplete liquidation 
would have a claim of the same priority generally as the claims of all other 
general creditors of the Association. Tt>erefore, except as described below his 
daim vouid be solely in the amount of the balance in his savings account plus 
accrued interest. He would have no interest in the value of the Association 
above that amount. 
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^ oi^r0"8^ ™4^ £ : sss.x:- 
account E^h^T?0^^0" after ^h^5100 to his interest in this liquidation 
liauidatinn ^ accpunt holder will have an initial interest in the 

elitibStv dfS aCCOUnt hela " *** 0" the 
t-ho « record date. His interest as to each such saving account will Hp 

accoSronrjS^03]0flS! llqufdat:i°n a00°unt as the balance in his savinas 
A^SiaHnn J vas to the balance in all savings accounts in the 
any annual clos:mg date^f SnSciftiS 31? a?:OUnt °n 

SuSc£eas^<J
o?I^

nrry to't1984,;tMs ^ 
reduction i, the 
savings account on January 31, 1984 and thiTtoterest wo^W cSe^SiS ^ 
such savings account wre closed. In addition, this iMtiesHfth! 

°n account wuld ^er be increased desoite any increase in the re- lated savings account after the conversion. * crease in the re- 

Any assets remaining after the above liquidation rights of savings account 

"SS? tolders ^satisfled ta SLSSSjIT* the Association s stockholders in proportion to their stock holdings. i~ 

i oc-, ^ie) ■,Ca-D1
l
bal stock- For information as the characteristics of the stork 

TsSim Plan 0f Corvjersion' see "Description of Capital Stock-'' STOCK SUED UNDER TOE PIAN OF CONVERSION CANNOT AND WILL NOT BE INSURED BY TOE VESIC. 

M^iagement's Reasons for Conversion 

ation^lfnS 0f Dfrec^ors ^ officers of the Association believe that the Associ- 
stS W ^ SlgniflCant the conversion of the AssociatSn to 

conve^o^30^^^5^^^ Wil1 ^ substantially increased as a result of the 
futuS Wl11 provide ^ddLLtional reserve supoort for 
and^s^hn?^T^' Wl11 1IX:rease ^ Association's lending capabilities 

Se Selo^f^oSS^ r*"1063 itS custcmers- expSS se?Sces^y taxe tne form of loans on larger scale projects, greater diversification of the 
Association s loan portfolio, the establishrent of a new branch office arri a 
aggressive posture in soliciting savings accounts frcm the general public. 

inrinC'^ra9^1flt believes ^ changes now underlay in the savings and loan 
ISL1

K5equire ^gher capital in order for Ridgeway Savings andean Associ- ation to be able to ccrrpete in the future. associ 



The increase in net worth resulting frcm the conversion will assist the Association 

3At 
atory net vorth stood at $231,849./ resulting in an excess of $4,055 The finanHai 

ssss ^preFara31" a~~ £££ 

Stock Pricing 

. Association's independent appraiser. Trident Financial Corporation, has de- 
ternuned that as of January 31, 1984, the estimated pro forma market value of the 
stock to be issued by the Association in its conversSn v«s$ 
has determined to issue its shares at a price of $ oer tha-r* 
the price per share into the estimated aggregate value, initially'plans to issS"5 

?iareS* of ^ Division also require, towevL^lKt^ ^raiser establish a range of value for the stock of 1% on either side of the estimated value 

SrW0? fluctuations in the aggregate value of the stock due to changes in the market for savings and loan shares and other factors fran the time of ccnrnencement of 

Fi^S?^Ptl0n 13111111 oorpletion of the offering. Accordingly, Trident Financial Coloration has established a range of value fran $ to $ for thi«; 
offering. Should it be determined at the close of the offering that the aggregate 
pro forma value of the Association is higher or lower than $ but^none- 

Jte SiuS^ ST f0reg0ijlg valuation range, the Association will make an aopropri- 
0r lcweril^ 1X3 "ore than 15% of the total number of shares being offered (within a range fran 85,000 shares 115,000 shares). In the event it is 

XSTS?? S* P"** i™* outside the foregoing vaiuaSon?a^ a ^ range will have to be established and a resolicitation of subscriptions held In no 
event will any stock be sold for a price other than the proto^vSIS oftte SsSi- 

** ^ysis of a romber of factors inclvxJ- 
Association's financial oonditon and operatic trends, op-" 

^ating trends of certain as30ciatix>ns and savings and loan holding oarpanies eccnmi^ * 
conditions anj stock mrtet values of certain asloclatlms arf^^SS^s^T 

S5?iu i,,aSnlfy Financial Qjrporatlon under certain'circvm- liabilities and expenses (including legal fees) arising out of or based 
upon the OOTversion, the appraisal or proxy or offering materials used in the Cbnvers- 
ion, if such liability or claim is based upon an intentional untrue statonent of a 
material fact or of an intentional emission of a material fact, and the facts as to 
which such untrue statement or omission relates were not known or reasonably discoverable 

N0IE: PRICES «» WMER * SHAKES wu. BE PK^DED BY APPRAISER 
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by Trident Financial Corporation in the course of preparinq its aooraisl. Triden^ 

finandai Corporation will not be indermified in the event that an untrue or cmtt«3 
fact was known or rea5?onably discoverable by it. 

of ^ 311(5 be construed as a reccrmendation 
cha«?lnn- ^ advisability of votijig to approve the conversion or of our- hasing such shares. The appraisal considered a number of factors as described 

Sli^hl^ WaS T3 UPOn estllliates derived from those factors including, where PP cable, projections, all of which are subject to change frcn time to time. 

Subscription Rights and Direct. Ccrrmunity Offering 

ri9ht3 purchase stock will be issued to eli- 

2hinh holders and certain other persons at no cost. The amount of stock 
• f6 ^art-les may purchase will be determined in part by the total stock to be 

^ ^ ^ caterqories set^orth ^ flan. Under the plan savings members as of January 31, 1984 are arant-P^ 
ORgrtunity to purchase all of the shares to be issued^ior to any oSLST^ 

y Person or group. Preference categories have been established our- 

stock Ts aSil^8 r5fjlatlons for ^ allocation of stock to the extent that said stock is available. These categories are as follows: 

^ _ Category No. 1 is reserved for the Association's eligible account holders M ^ 

SKo^n^r7 Ih 1984- rights to ^urchasTSSre^Sr allocated among eligible account holders so as to oermit each sucll 
account tolder to purchase the greater of 200 shares, 1/10 of 1% of' the total offeP 

tainii 15 tl^S the product (rounded down to the next u+K)le number) ob- 
a fr^tSn^f 1:01:31 0f StereS of stock to be issued by 
i • action of which the numerator is the amount of the qualifyinq deposit of tho^ 

Ssitois o?^n ' v ^ ^ ^ ^ the tota^arnount^f qualifying^^- 
^ eligible account holders in the Association. If the exerciS of 

5?^?^ ^ rightS 111 this category results in an over subscriotion, shares shall 
SldPr^o^J^S ^ribing eligible account holders so as to p^f^ch a^nt 
Ms to^f^ efent t0 3 number of scares sufScie^t^o m^T^ 
located ^ shares not so allocated shall be al- located among the subscribing eligible account holders. 

sunnW^ 2 reserves non-transferable subscription rights to a class of supplemental eligible acccxmt holders which is not applicable to this offerinq 
Accordingly, Category No. 2 under the Plan will not be used. 

tran^SrS??^' 3.Pf?videf' to the extent that shares are then available, non- 
SSf subscription rights for the purchase of up to 200 shares of stock by 

SiSbirS^nn^^ entSled t0 VDte at the Special Meeting of .Marbers other than 
f ^ holders and supplemental eligible account holders. In the event 

of an oversubscription the available shares will be allocated on a pro r^S SSs 
etermmed by the amount of the respective subscriptions. 

P-ll 
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4 ProYides for the offering of stock to officers and directors 
h 33 of.the of ^ oormencenent of the subscription offer- subscription rights for the purchase of stock under this category will 

^ eq!fltable basis' including consideration of length of service 
Ste? ^ subscription rights have been allo-' 

^Ce3sary' 136 re-allocated arrong the Association's directors and officers on a point system basis, under which one point is assigned for each 
year of service to the Association and three points for each office held includ- 
ing directorship, in the Association. These Kares will be o?feJS aTthe^f 
price as shares are offered to all members of the Association. 

The Plan provides that any shares not .purchased through the exercise of sub- 

? pursuaPt 1x3 Categories 1 through 4 set forth above shall be sold 
9eneS preference given to resi^tTof ocrmunities. Ote purchase price of the stock to be sold 

sua^t-^^ K? f71?9 Wl11 h0 ^ same at which the shares are sold pur- suant to the subscription offering. 

The Association will make reasonable efforts to corply with the securiti^ 

f^JPf1 states in the United States in which persons entitled to subscribe for stock, pursuant to the Plan, reside. However, no such person will be offered 
or receive any stock under the Plan who resides iA a foreigTSuntST or in f 

States resPect to which all of the following apply: (a) 

Plan reside i otherwise eligible to subscribe for shares under the 
^4eSlde ^ ^ co^try or state; (b) the granting of subscription riqhts 

Su?d rL? ^IL * shares of stock of the converted Association to such persons wxild require the Association or the converted Association, under the securitips 
laws of such state, to re^star as a hroter or dealer o^ 

fiSlt^n1^, i^Kf1^63 3316 111 Such ^te; and (c) such registration or quali- fication vrould be impracticable for reasons of cost or otherwise. 

Shares Intended to be Purchased By Management 

_ . offiPefs ^ directors of Ridgevay Savings and Loan intend to purchase 
Sfr?sv^

t ^ available or not purchased by persons in Category 1, 2 or 
the Subscription Offering or in the Direct Ccrranity Offering. 

Plan and Exhibits 

sultedhfoK:L^^Lat53Shed 321 exhibit to this Proxy Statonent and should be con- 
herS Ai1 ^ternents made in this Proxy Statement are nerefcy qualified by the contents of tha exhibits. 

P-12 



Terms of Offering and I-tetbod of Payment 

Sta* upon 

ii^g circular acSS^Sy St0^ subscription offer- 
eviration date indicated in t^subsSSi^n off^f • ^ given ^til the 
order form to the Associatnn offering circular to return the 
quired to purchase the stock ^ 0rder ^ ^ a^unt re- 
son in cash or acccmplished thrrw^2v£5 purchases can also be made in per- 
cerUftotes). accounts (passboor^ 
authorized for withdrawal until to be credited on savings 
Certificate accounts will be 05 ^ offerin^- Withdrawals from 
penalties. However, withdravSf^^?^?^1 ^rposition of early withdrawal 
of said ao??Vnts.ttot the balance 
tion will resmt in the canSrSSn^M^ "fS?11410 rate qualifica- 
The remaining balance will earn int-Ar~c+.^ certificate evidencing such account, 
once tendered, cannot be revoked. passbook rate. Subscription orders, 

amounts J10^®33.than ^ Passbook rate on all 
version stock, fran the Purchase shares of its con- 
is closed!^' *** ^ 13 reived until the date of the convSsion 

r ' 

I e^^fon^!etuSn0LtiJfSS1SiSe,
0f^Si!?' ^he Association will collate the 

f:"111 °«er ^ ^sociatio, general public in a ccrmtunity offering. 
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Agreonent with The Director. 

The Association whoi converted to a capital stock association, will enter into 
an agreement with the Director, whereby the acquisition of control of the Associa- 
tion by any ccmpany (i.e., corporation, trust, partnership, joint stock ccmpany or 
similar organization) significantly engaged in any unrelated business activity to 
the Association, either directly or through an affiliate thereof, will be strictly 
prohibited, regardless of the form of the transaction, for a period of five years 
following the date of conversion. This will also be acccmplished by a provision 
in the Association's Articles of Incorporation ("Charter"), which is unlimited as 
to the time and may only be amended by vote of the stockholders, subject to approval 
by the regulatory authorities. 

The term "control" includes the ownership, control or power to vote directly or 
indirectly, more than 10% of the voting rights of the Association, the contribution 
of more than 10% of the Association's capital, or the exercise of a controlling in- 
fluence over the management or policies of the Association. The term "significant- 
ly engaged in any unrelated business activity" refers to a ccmpany which is engaged 
in a business activity not authorized for service corporation (subsidiaries) of 
savings and loan associations under Maryland law and from which business activity 
the ccmpany derives more than fifteen percent of (a) its net annual income, or (b) 
its consolidated net worth. 

Prohibitions Against certain offers TO Purchase And Acquisition Of St6ck 

The regulations of the Divsion prohit any person from makirej an offer or other 
arrangement to purchase or acquire stock in a converting association frcm another 
person during the subscription period. Further, no person may make such an offer to 
purchase shares or to actually acquire shares in the Association for a period of five 
years from the date of the ccmpletion of conversion if, upon the ccrpletion of such 
offer or acquisition, that person would beccme the beneficial owner of more than ten 
percent of the stock of the Association, without the prior written aooroval of the 
Director and written notice to the Association. The regulations of the Division 
define the word person" to include any individual, group acting in concert, coro— 
oration, partnership, assocaition, joint stock ccmpany, trust, unirvoorporated organ-, 
ization or similar ccmpany. However, offers with a view toward public resale made 
exclusively to the Assocjiation or underwriters or manber of a selling group acting 
on the Association's behalf are excepted. Additionally, this prohibition shall not 
apply to any offer or actual purchase which results in acquisition by a person, to- 
gether with all other acquistions by such person during the preceding 12 month 
period, of not more than one percent of the Association's outstarriirag stock. 

Review By Adrfiini'srtrative And Judicial Authorities 

Pursuant to Maryland law and the regulations of the Division, any person who 
believes that he is aggrieved by the Director's approval of the Plan may seek ad- 
ministrative review of that approval by filing an appeal with the Board of Savings 
and Loan Ccmmissioners (Board). Within 30 days of the filing of any such appeal, 
the Board shall hold a hearing, and within 30 days thereafter pass a final order. In 
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law provides for appeal of the Board's order to the Circuit Cour^ 

cioS 0r^ Circuit Court for ^ ^ ^Mch the Association'^® cipal office is located. Any party who does not exhuast his administrative ranedies 
. . lose his right to appeal 20 days after the date of notice of approval. 

Absence of a Public Trading Market 

c-+-^i.Them^fS0^iation is a association and has, therefore, never issued stock. The offering price of the stock to be issued has been determined by an in- 

teSS SttLSZ?,"* ^tKreof' - p*1- —tot ?t£ to 
tet stodc 5Tl^riS0Clatl?^00nVertS t0 St0ck £0I,"• A P"1"110 

buvers a^d ^ ^ presence ^ ^ narket-place of both willing 
nSw S ^ 11frs at ^ given tune. It is unlikely that a public tradim- 
, . , the Association's stock will develop subsequent to the offering described 

Sh" SjkS ^nT1 ^ S6 have been SatS^S^ke ch a market. An investor should consider the illiquid and long term nature of the 

£einV)f£red Pu™,ant 10 ^ Plan of Conversion. ^ sales will have to be negotiated because of the absence of a public market for the stock. 

CAPITALIZATICN 

-;
Set. f°r^h is ^ ^Pitalization of the Association as of January 31, 1984 and as adjusted to give effect to the sale of shares of stock offered^SsuaAt to t^fplan. 

Capitalization 
as of 

January 31, 1984 

Savings accounts (1)  $ 7,841,731 

Other borrowings  $ lOQ.QQ 

Capital stock (2)  $ 

Capital in excess 
of par value  

Retained income  (130,163) 

ltotal  $ (130,163) 

Adjustments 
as a result 

Pro-Forma 
Capitalizatia 

of Ctonversion After Conver 

100,000 * 

300,000 * 

$400,000 

$ 7,841,731 

100.00 

100,000 * 

300,000 

(130,163) 

$ 269,837 

(1) Withdrawals fron savings accounts for the purchase of stock have not been'reflected 

SJCh Uitharauals reduce eao-fc™ capitalization by the ' 

ShaiBf W-00) are to be authorized, of which 100,000 shares are 
? purfiant to the Plan, ftncunt of capital in excess of par value is deper*3- ent upon Appraisal to be submitted by Trident Financial Corporation. 

* Projected 

P-15 
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USE OF NET PROCEEDS 

The net proceeds to be received by the Association frcni the sale of the shares 
o,. capital stock pursuant to the Plan are estimated to be $ * (after navnpnt n 
expenses estimated ) . These proceeds will be added to the general work- 
ing capital of the Association and used primarily to finance the Association's lend- 
ing activities in its primary rrvarket area. (See Busiress - Ccrpetition" ) The ad- 
ditional capital will cause the Association to exceed its regSSSy net'worSTre- 
quirements, give the Association a postive net worth under GAAP and will thus pro- 
vide; among other things,, reserve support for future savings growth (see "Manaqe- 
nent s Reasons for Conversion".) This increased capital will also allow the Associ- 

IL-a?1 +.aCC!P^.l0an appllcations on larger scale projects, better enable the Asso- ion utilize recent legislative expansion of its investment authorirty will 

?^0^a^9reaterJfan portfolio diversification and will increase the Association's liquidity investments. • 5 

The Association reserves the right to use the proceeds received frcrn the offer- 
ing for such other purposes as may be permitted by apolicable law or regulation 
Pending ultimate use of these proceeds as described above, the funds received may be 

eS SjriK ?: term' llc^id investments, including obligations issued and/or guaranteed by the United States Government. 

DIVIDEND POLICY ON CAPITAL STOCK 

^ _Ass°ciatlon 1133 no present plans to pay cash dividends on the caoital stock to be offered pursuant to the Plan, it being the present intention of the'Board of 
irectors to accumulate earnings to support future savings growth. The decision to 

^ arnourit of dividends, if any, will depend primarily upon the Association s future earnings, financial condition and captial reauirerentF; 
The Association s ability to pay cash dividends will also depend upon its generating' 

p5oflts sufficient to pay said dividends, it not being the intention 
the Board of Directors to approve the payment of cash dividends out of any other 

available sums, such as capital surplus. 

^tefeSt
r
0n Savin9S accounts h6 Prior to payment of dividends on cap- tal stock. Earnings appropriated to bad debts reserves and deducted for federal 

cannot be used to pay cash dividends without the payment of such 
earnings at the then current inocme tax rate. 

tj6 Association may not declare or pay a cash dividend on any of its stock if 
the effect thereof would cause the net worth of the Association to be reduced below 
(1) the amount required for the liquidation account, or (2) the net worth require- 
ments urposed by MSSIC. Further, no cash dividends may be declared or paid out of 
that portion of retained earnings appropriated to general reserves in accordance with 
the requirements of Division. 

In addition to, or in lieu of, cash dividends the Association may pay stock 
dividends on its outstanding shares. 
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ridgeway savings and loan 

CONSOLIDATED STATEMENT 

1981 

Investment Revenue 
Loan Interest Income$540,549 

Other Investments 
TOTAL INVESTMENT 

Cost of Money 
Dividends 

Interest on Borrowed 
Money 

TOTAL COST OF MONEY 

Excess 

Loan Fees 

Other Income 

6 ,163 
546 , 712 

438,611 

General Administrative 104,848 
Expenses 

Recovery from Income 
tax 

Net Income (loss) 

July 31, 
1982 

$605 , 3'34 

21,067 
626 ,401 

572,874 

ASSOCIATION 

OF INCOME 

1983 

$693,356 

52,270 
745 ,626 

706 ,24 2 

January 31, 
1984 

$388 , 243' 

34,840 
423,083 

354 , 341 

17,522 

years ended July 31 , 1981-82-fn . i. .• . • public accountant, for the three 
consolidated statements of incane should K* _repdrt included elsewhere herein. These 
dated financial statements and related noS.^SiSeJSSSS SSlT ^ COnSOli' 
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' S DISCUSSIQ; /CJD ANALYSIS OF 
FTNANCIAL CONDITICN A'© RESULTS OF OPERATIONS 

For the past three years, the operations of savings and loan associations have 
^en dominated by constant changes and a high interest rate environment. The adverse 

affects of such an environment have been ocmpounded by the government's policy of fi- 
nancial deregulation. The degree to which these forces have affected the financial 

J0 +.i?
1?n

1f
nC^-0pe5ating results of Ridgeway Savings and Loan Association is illustrated 

vf1"5510" orations for years ended July 31, 1982 and 1983 and the six month period ended January 31, 1984. 

Fiscal year ended July 31, 1983 
ccmpared to discal year ended July 31, 1982 

and ccmpared to 6 month period ended January 31, 1984 

Capital Resources and Liquid iJ-y 

The Association recorded significant increases in savings deposits durina the 

year
m^

dfa July 31' 1983' desPite ^ outflows for most of the savings "and loan indusp/ Total savings accounts increased fcy $1,731,489 or 30% frcm July 31, 1982 
tx) July J±f 1983. 

♦- oollections increased frcm $644,513 in the year ended July 31, 1982 to $823,368 in the year ended July 31, 1983. Several new variable rate loan programs 
ware introduced during the year to improve the Association's loan portfolio. 

eccc ^,^al ^0fns originated for the 6 months period ended January 31, 1984 amounted to $655,750 and for the year ended July 31, 1983, the amount was $1,502,770. The Associa- 
tion is now able to charge points to improve our inccme picture. 

Liquidity is defined as a ratio of cash and eligible investments to net withdrawal- 
able savings and borrowings due in one year or less. The required liquidity ration, 

CUr^ntly 6%' iS 3 111635111:6 of ^ Association's ability to meet demands for savings' withdrawals and other short-term borrowings. The Association maintained liquidity in 

2 t;Ut,eS ^ requ;Lred level during 1983 and well in excess of required levels in 1982. 

The principal source of current liability includes new savings deposits, loan 
principal and interest payments and earnings on investments. 

Inccme and Expense 

The Association experienced a net profit of $17,522 for the 6 months ended Janu- 
ary 31, 1984, ccmpared to a net loss of $48,626 in 1983. Ttotal investrent revenue in- 
creased for the 6 month period ended January 31, 1984 as ccmpared to the same period 
for the prior year. Total cost of money stayed constant for the same period. Interest 
on loans and investments increased primarily due to higher mortgage yield. 

P-IB 
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iroP^ Association experienced a net loss durinq the fiscal years 1981, 1982 ar,:J^ 
.[or r10 first in the history of the association. The loss can be direll^ 

attributed to the high cost of money and keen competition in the financial comnunitv. 
Small savers began to invest their money in a variety of financial outlets, includ-' 
ing mutual funds and other stocks. In consequence, the Association was forced to 
increase yields on savings which affected mortgage rates and net interest soread. 
owevei:, the Association continued to grow in size of assets through this period' 

The Board, under sound, conservative principles, sought to limit borrowing" by the 
Association during this critical period when interest rates were high. 

The Association has reacted to this situation to decrease loans and orcmote net 

investors ^ atteri?ted to retain tradional principles of attracting investors frcm the coimunity, creating a more personal relationshio with savers 

and' infrequently "ecessary, working with delinquent accounts to 
0n regular schedule. This rapport with the ccmminity is re- flected in the net profit expected for fiscal year 1984. 

SPREAD ANALYSIS 

The operating strategies being followed by the Association are succeeding in im- 
proving the ordinary operatic results' (that is, operating results before tax 

;mary lt£Sr ^ n0n~0peratij^ itenis) as shewn by the following table. Such calculations vaare made as of the end of each month. 

Weighted-average yield 
on mortgage loans and 
investments 

1983 and 1984 

AUG SEPT OCT NOV DEC 

9-53 13.86 11.56 11.4 11.97 

JAi 

10.98 

Total veighted-average 
rate paid on all interest 
bearing liabilities for 
the period 

Net Margain(spread between 
veighted-average yield on 
all interest earning assets 
and total weighted-average 
rate paid on all interest 
bearing liabilities for the 
period 

9.15 9.1 9.33 9.48 9.44 9.49 

.38 4.76 2.23 1.92 2.53 1.47 
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BUSINESS 

General 

Ridgeway Savings was chartered by the State of Maryland in 1955. Its savings 
accounts have been insured by MSSIC up to aoolicable limits since 1961. 

The Association maintains its principal office at 1124 N. Rolling Road, Baltimore 
Maryland and a branch office at 9095 Frederick Road, Ellioott City, Maryland. 

Ridgeway Savings has, as its primary business, the solicitation of savings account: 
frcm the general public and the origination of mortgage loans, primarily upon the 
security of single family residences located within its primary lending area, Balti- 
more City, Baltimore Ccunty, and Howard County, Maryland. The Association also makes 
loans secured by properties in the neighboring counties, Carroll County, Anne Arundel 
County, Harford County and Ocean City, Maryland 

The Association has observed the laws and regulations of MSSIC. It has never 
been forced to operate under the terms of a supervisory agreement by MSSIC. 

Investment Portfolio 
January 31, 1984 

Institution 

Maryland Capital S. & L. 

Eastern S. & L. 

Fairfax S. & L. 

Federal Funds0 

State S. St L. 

Freddie Mac 

TOTAL 

* Matures February, 1984 

o 
Purchased through Union Trust Canpany of Maryland 

NOTE: Accounts insured to $100,000.00 by MSSIC or FDISC 

Type 

Liquid Asset 

Liquid Asset 

Liquid Asset 

Liquid Asset 

C.D.* 

Government 
Security 

Cost 

NA 

NA 

NA 

NA 

NA 

40,649.61 

Face Value 

$174,737.12 

57,495.44 

102,552.38 

425,000.00 

107,000.00 

51,695.73 

$40,649.61 $918,480.07 

Rate 

11% 

9% 

10.7% 

9.3% 

10.5% 

10.1% 

9.95% 
(weighted- 
average) 
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'."DING ACrmiTES 

Baltimore City ai*i Balti-Tore aM Hcwird Counties. The Association has also^maaS 
in the origination and non-residential loans secured by oon^roial orowrtieC! S- 

follows geway SaviJngs' iending programs and the iirpler^ntation thereof are as 

(a) Investments Generally 

Investments by a Maryland chartered, MSSSIC-insured savings and loan association 
^e prescribed by Maryland statutes, the regulations of the Board of Savings and ^ 
Cormussloners and MSSIC regulations. 

In ge^a1' the Association can make only certain authorized investn^nts, includinc 

^ noTs^i ^ to ^^ ^^2 iSS include in part, (a) notes secured by first and second liens on real property pursu- 
ant to loans made for the purpose of purchase, construction, ijiprovar^nts or refSanci 
of real property; (b) real pro^rty for the Association's iff^es'^) 
securities guaranteed by a governmental entity or issued by certain qoverrnental 

by Savil>3S accounts; (e) secuSd or unseS^S^Sier loans; and (f) loans for mobile hcme financing. consumer 

During the last five years, Ridgeway Savings has primarily made real estate mo^fe 
gage loans and savings account loans. The types of real estate loans the AssocSBi 
has made are: (1) long-term fixed rate loans; (2) long-term loans having a "call"^ 
provision; (3) short-term loans; and (4) second ntortgage loans. 

;,nrJ
he^ASSJCiatSn,S present in regard to mortgage lending is to nutch savings 

"S?^d',rornr^fmatUritleSJ0 martgage rates ^ ^turities, mintaining an adequate spread or profit margin, and to engage in construction and developed land loans, ard 

S2s fTSS intends to offer adjustable rate mor^; 
thTfuSr^ future. The Association may also offer short-term consumer loans in 

r+y^L^ity f0r a11 0f itS loans- ^ ^rtgage loan trans- ■ 
art tone' ^ 13 ^ land or real Property involved. In passbook loan trans- 
vS ? ^ SGCUrity 15 ^ Passbook itself, ihe Association makes loans up to 80% 
7^^"^ 1J^rioved ^ estate; up to 75% loan-to-value on developed land loans; loan:to-yalu® on ocmercial real estate and up to 80% loan-to-value on construction 
and construction/permanent loans. In cases of passbook loans, a 90% limit is in 

^ flve years' the Association has not rrade any significant loans on ccrmercial development or condcnunium and apartment buildings. 

The Association plans to both buy and sell loans in the future in order to upgrade 
ts mortgage portfolio and to have available funds for future lending. 
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(b) Investment Activities 

Funds not invested by the Association in loans or in buildings and equiprent 
may be invested in United States government, Federal agency, state and municipal 
securities, "federal funds" (which are overnight loans among depository institu- 
tions made to meet federal or state reserve requirements), negotiable certificates 
of deposit issued by insured banks, and other investments specified by regulation. 
Generally, such investments are of sufficiently short term and marketability to 
qualify as liquid assets under regulations of the Division and MSSIC. For infor- 
mation regarding the Association's regulatory liquidity requirements, see "Business- 
Regulations-Insurance of Accounts". 

(c) Loan Solicitation and Processing 

The Association actively solicits mortgage loan applications from existing 
customer, local realtors, builders, real estate developers, and various other per- 
sons. Upon receipt of a loan application from a prospective borrower, a credit 
report is ordered to verify specific information relating to the loan applicant's 
employment, inocme and credit standing. This information may be further verified 
by personal contacts with other reference sources. An appraisal of the real estate 
intended to secure the proposed loan is undertaken, generally by preapproved Associ- 
ation personnel. As soon as the required information has been obtained and the 
appraisal ccrnpleted, the loan is submitted to a loan ccrrmittee ccrroosed of two of 
the Directors of the Association. All actions of the loan ccrrmittee are reviewd 
by the Board of Directors. 

(d) Fees and Discounts 

In addition to interest, Ridgeway Savings receives fees for originating and 
purchasing real estate loans as veil as for making loan ccmmitments. Prior to 1980, 
the laws of the State of Maryland restricted the Association frcm charging borrowers 
origination fees ("points") on conventional residential loans originated by the 
Association, except in those cases where such loans were eligible for ourchase by 
certain federal agencies or instrumentalities, and were tendered in good faith, - 
for purchase, to such agencies pursuant to a ccmmitment or offer to purchase. The 
Association has not, in the past, sold loans in the secondary mortgage market to any • 
such federal agencies or instrumentalities. In 1981 the Association qualified it- 
56If to accept and make FHA insured loans and now, as such, can charge points on all 
mortgage loans. 

The usuual term of a ccrrmitment issued by the Association is 60 days frcm date 
of issuance with a 2 point origination fee usually charged. Hie percentage of 
cormitments which expire without being funded is estimated at between 3% and 5% of 
all oonrnitments. 

The regulations of the Division require the Association to defer a portion of 
the inccme it receives frcm loan originations and purchases. Basically, the 
Association is allowed to take into inocme immediately, fees received on the origin- 
ation and purchase or mortgage loans in an amount equal to 3% of the principal loan 
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sevc^vears0 T0^s'.if ^' must ^ deferred over a period of at leasr 
fpr^H k ^ lnt0 :Lncc,Tie ratably on a monthly basis. All fees so de- 

it if rSatS UfX)n ^ 5316 0r ^^n^ of the loS t^Sch 
with the reciuiatr)r\'l"fa i ac?eptp<? accounting principles (GAAP) are at variance- 
the dSoHH SS JS™ ^ area- Under GAAP' fees ^ recorded in 
fixed percentaae nr 3X0 earned' WDuld not necessarily correspond with a 
ceived for rakinq specifS vSUnt 5^ loan- For exanple, under GAAP fees re- 
the expected life of the loans 3 ^^c-6 earned as additional interest over 
able fSTfuture loans are defpr-rpd ^^ ^ to n^ke funds avail 
Association ^0^^^^^ ^.earr^d over the camdtment periods. The recoras its deferred fees in accordance with the regulations. 

availSle^or^i^6 SfSSJ:03? iS ^ ^ ^ readily 
clines substantially^' lb borrcwrs «lling to pay fees de- 
upon fee iixxme a decline the Association has, in the past, relied 
ability. ' inoctne may be adverse to the Association's profit- 

(e) Secondary Market Activity 

c TOre i^lv^ S^la^SlSeT^s^ t0 ^ 

(f) Delinquent Loans and Real Estate Owned ^ 

ment ^dS^uS? ^"SSs^aftreat- 
manner in which the Association ^ accounting treatment specifies the way and 
When a loan ^ account for its mortgages that are overdue, 

by^au SS rLiesSyi,^re 016 Nation contacts the borrow 
made by both teleptone md^addit-in^? el:Lr,:3ueriJl' °ontinues, subsequent contacts are 
be necessary w fhf L f- 10nal correspondence. In certain instances, it may 
msnts of the loans in oS1^0" 'Si r®0?st ^ ioan or grant a moratorium for pay- ■ 
fairs iHhelSn^M ^ torl^«r to reorganize his financial af- 

foreciosure^ti^T ^f^T , ael^ent, the Association takes steps to begin 

^tlon^if^ 
its inyestmL?^ «cessary to dispose of its "real estate c^ned" in order to recoup 

principal^an^interest?"51^013 ^ dell^uent if " " 60 days or mjre past due in 

In the past the Association has not Incurred losses due to problem loans. 

SAVINGS ACTIVITIES 

of saSTIf S^aTSb^10"^!^3 0£ Savin?s P""09^5 £or 016 solicitation 
Savings and the maxim m f' tyPes of savings accounts offered by Ridgeway 

DivSion s^n^^bTwSJ^3 ^ aCCOUntS ^ ^^ed b? thWl Savings may be invested in and withdrawn from passbook (also known as 1 
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free s-iare ) accounts without restriction. Interest is paid on passbook savinas 

?!POflt 1:0 ^ date of withdrawal. Interest is corpounded daily Sd 
quarterly at a rate established by the Board of Directors. The current 

interest rate on thxs account is 6% with a mi^iirrum balance of $25.00 required We 

, . °ffeJ a 30 ^th certificate payiixf 10.5%. This rate varies with the mar- 

a simple interest ^ 1 

sf^rsa; ^ 

^ ^o'SSrSo^1'' ^ ^ ^ IRA ^ - — tirf in 

base to afPrad^tely 26 % of its savings 
MXtiSnJr^fS/^^' ^ 74 % 0f ltS savil^s in market rate accounts. 
so that the AssociatSTmy rSin^Svf^^SSl^i^^b^^^6 

assssr 

ANYALYSIS OF PROFITABILITY AND KEY OPERATING RATIOS 

erencS^tet^eS0?^?9^'018 As?ociati?n dePeniJ Prunarily upon the "spread" (diff- 
ve^tfSd^b) recelve? f™ ^ l«n Portfolio and other in- tments ana (b) its cost of money, consisting principally of the k,, 
it on savings accounts and FHLN and other borrowings? interest paid by 

1^1 ^ Association originated mortgage loans with fixed rates for 
terns of 25 to 30 years and based on its experience these loans Sve^TavSe 
life of approximately 12 years. (See "Lending and Investment Activities'"> Lv^rr^ " 

material urpact on the Association's spread or profitability. 

, ^ other hand, the Association's savings portfolio has a much shnr+*»r- "t-o™- 
and is subject to more volatile movenents during periods of ranidlv inr-rpacirvr i 
decreasing, interest rates. ». advent of thTLKSg 
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market certificates in June, 1978 and other short-term market rate certificate! 
authorized since that txme have had the effect of shortening considerably the 
"term" and raising the average interest rate of the Association's savings port- 
folio. (See "Savings Activites and Other Sources of Funds"). 

The Federal Reserve Board in an attempt to control and combat inflation made 
a number of policy changes cdTTrencing in October, 1979. New credit restrictions 
and tight money* policies had the effect of dramatically increasing interest rates 
particularly short-term rates frcm 1979 until the Fall of 1982. Accordingly, the ^ 
Association's cost of money escalated at a rapid rate during 1980-1982, far more 
guickly than yields on the irortgage portfolio. 

In September, 1982, the Federal Reserve Beard announced that due to technical 
actors it would place less reliance for an indeterminate period of time on certain 

money supply grwth statistics and would ease its restrictive monetary policy for 
a temporary period in order to lowar interest rates and help the nation out of its 
protracted recession. Since early September, 1982, short-term interest rates, par- 
icularly Treasury bill rates, have fallen significantly and long term rates have 

also dropped, though at a slower pace. If this trend continues, and there can be 
no assurance that it will, it is expected that the Association's earnings soread 
will improve in coming months. 
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Ridgeway Savings' savings accounts are insured up to applicable limits b' MSSIC 
As an insurer, MSSIC issues regulations, and generally assists together with the^Di-' 
vision, in the supervision of the operations of its insured members. Any insured 
^^lation uiiich does not operate in accordance with or conform to MSSIC regulations 
policies and directives, may be sanctioned for nonocmpliance. For example, proceed- 

gs may be instituted against any insured association which engages in unsafe and 

Prf^1C!S' :mcludln^ ^ violation of applicable laws and regulations. MSSIC 
for SSt " termnate 0f aCCOUntS to procedures estabUsLj 

The Association is required by MSSIC to maintain its net worth equal to a certain 
percentage of its total savings capital. At January 31, 1984, the percentaae reonir^- 

5^n
)L^1Jcab^e.t0 Association was 3 %. As association nay be subject to^Snction 

by^SIC for failure to meet its general reserve and net worth r^quirerJS ^Sions 
imposed may include a reduction of dividend rate on savings accounts, increased liabil- 

y requirements and imposition of budgetary controls. 

Based on the Association's last annual closng date (July 31, 1983), set forth 
telow is certain Infcrmtion relattog to the tes^iaticn's tit Itorth reiuSLSto 
prepared m accordance with regulatory accounting rules. As explained elsewhere here- 
in, the Association's net TOrth for regulatory purposes differ signlfiS^rcT 
Its net Vsorth as shewn in the financial statements herein, which were prepared in ac- 
cordance with generally accepted accounting principles. Prepared in ac 

Regulatory Net Worth 

Rec?uired Hypo Accounts Excess 
$227,794 $176,849 $55,000 $4,055 

MSSIC also requires an association to maintain a certain percentaqe of its 
savings capital in investments deemed liquid (i.e. easily convertible into cash). 

^^c
P^eSent ^ ^ liquidity ratio to assets requirement is 6 %. Ridgeway Sav- ings is in ccmpliance with this requirement with :a 02% ratio now. MSSIC regulations 

hS As90Ciatlon to maintain a general line of credit with a ccrmercial bank, which Ridgeway Savings has also carpiied with. 

2 meTnberS of MSSIC are also required to deposit with MSSIC a sum equal to of its savings accounts and to maintain such accounts with the corporation as 
long as it is a member. Hus capital deposit ($155,000.00 at January 31, 1984) is 
invested by NESIC and its members do not receive dividends on said deposits. Upon 
withdrawal frcm MSSIC, conditions permitting, the deposit is returned to the with- 
drawing member. 

CENTRAL RESERVE FUND 

A central reserve fund was established by MSSIC for the purpose of providing 
advances to its member institutions on a secured or unsecured basis. This fund serves 
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as a type of central bank and is generally utilized during periods of tight rrone-,^B 
when loan demands exceed savings flows. Each number of MSSIC is required to our- 
chase capital notes issued by the fund in an amount based upon a percentage of its 
savings accounts. Ridgeway Savings has never had any advances frcm the central 
reserve fund and do not have any at this time. 

STATE SAVINGS AND LOAN LAW 

As a state-chartered savings and loan association, Ridgeway Savings must ccmply 
with the applicable provisions of the laws of the STate of Maryland and the rules 
and regulations prcmulgated by the Board of Savings and Loan Oorrmissioers. Ridgeway 
Savings derives its investment powers frcm these laws and regulations and must struc- 
ture its lending policies and procedures so as to ccmply with the applicable provi- 
sions of each. In addition, prior to establishment of a branch office or relocation 
of an office, a state-chartered association must receive approval frcm the Division. 
In order to justify the approval of a branch office location or the relocation of 
3^ office, an association must shew by the preponderance of evidence that the estab- 
lishment of the particular office will promote the public interest, and that it will 
be efficiently operated. Savings and loan associations with offices near the loca- 
tion of the proposed office may object to the Application and may present evidence 
in opposition to the Application at a hearing held before the Division. If the cri- 
tertia for the establishment of a proposed office have been met, then the Application 
may be approved by the Division Director. The decision of the Division Director can 
be appealed to the Board and through the judicial process. Associations may also 
establish electronic fund transfer terminals, subject to approval of the Division — 
Director. In addition, mergers and liquidations of associations are governed by 

( law with authority for final approval delegated to the Division. In order to mer^P 
an association, the Board of Directors of the respective entities and the member of 
the association involved must approve the merger and the Divsion must determine 
whether the merger is fair and equitable to the members of the Association and to the 
general public. 

Maryland law and regulations of the Divsion require associations to maintain at 
all times reserves against losses which exceed 3% of savings liabilities. In addi- 
tion, if such reserves are less than 5 % of savings liability, a certain amount of 
the association' s profits must be allocated to the reserve account acoordirig to a . 
regulatory formula, which requires 100% allocation if reserves are under the 4 % 
level, and lesser allocations between 4% and 5 %. An association may pay divi- 
dends on its capital stock if its reserves exceed 3% of savings liability, but only 
frcm (1) profits which exceed the minimum required allocation under the regulations; 
(2) amounts in excess of the miniituin required allocation in prior periods which are 
not distributed to an association's stockholders at that time; or (3) the Associa- 
tion's retained earnings, earned surplus or undivided profits accounts, with the ap- 
proval of the Division Director. 

The Division conducts a regular examination of the Association's financial con- 
dition and operations; a report of such examination is subsequently sutmitted to the 
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/association's Board of Directors sumrarizing the results of the examination and 
swjcitiGally noting any deficiencies in the Association's operations and financial 
con ition and non-ccmpliance with applicable laws, rules and regulations. 

The Association s relationship with its savings members and borrowers are also 
governed by state law, particularly in matters relating to the form and content 

terest1rates0rtgage docuiTients' ^ o^rship of savings accounts, and mortgage in- 

FEDERAL AND STATE TAXATION 

The Association uses a fiscal year for determing both Federal and State incane 
taxes? Savings and loan associations such as the Association which meet certain 

1 00 conditions prescribed by the Internal Revenue Code of 
art5 • Code")' 33:6 a bad debt reserve deduction based upon (1) actual loss experience, (2) a percentage of eligible loans outstanding, or (3) 

taXa?ie ;^^rne,^efore ^ deduction. The Assocation prior to fiscal year 1981 has generally used the thud method. The Tax Reform Act of 1969 has 

of S? deduCti°n under the ^rcentage of taxable incone irethod 
^ :m00me f0r calendar 1979 and thereafter. The allowable ^eduction under the percentage of taxable inccme method is scaled downward in the 

SSifiS withf tha^82% °f ^ total dollar of the assets of an association qualifies within certain designated categories and there is no deduction in the event 
that less than 60% of the total dollar amount of the assets of an associationfaST 
within such categories. As of January 31, 1984, greater than 82% of the Association's 

Tt Tax and Fiscal tesponslbility S? vfTw 
H percentage o£ taxable intxtne method (seooiri and xrd method) by 15% of the amount by which the otherwise allowable deduction exceeds 

%J?S££T58T. **basis of actual ex^ie^'for ^ ^^cea3s 

rtST^JeaaCtion iS available only to the extent that total amounts 
. debt reserve for qualifying real property loans do not exceed 6% of such loans at year-end. At July 31, 1983 this ratio was less than 6% for the 

Association. In addition, the deduction is further limited to any amount by which 

^ ° accounts at year-end exceeds the sum of retained earnings and reserves • 
at the beginning of the year. 

allowanc? for the bad debt deduction from operating inccme, the resulting net taxable inccme is subject to a basis corporate income tax. In addition to such 
corporate income tax, the Association is subject to a "Minimum Tax" on items of tax 
preference inccme. The deduction taken for bad debts, in excess of the amount that 
could.have been deducted based upon actual loss experience, is an item of tax prefer- 
ence inccme. For taxable years beginning after December 31, 1977, the Miniitun Tax 
is litposed at the rate of fifteen percent (15%) on aggregate tax preference inocme 
less the greater of $10,000.00 or the Association's regular tax liability less cer- 
tain credits. Under TEFRA only 71.6% of the tax preference subject to the minimum 
tax will be included in the minium tax base for tax years beginning after Decenber 
31, 1982• 
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j , ^arnlngs appropriated to the Association's bad debt reserve and-claimed as a 
are not available for payment of cash dividends or for distribution to 

hareholders (including distributions irade on dissolution or liquidation) without 
payrnent of federal inccme taxes on such dividends or distributions bv the Association 
at the then current tax rates. ^sociation 

i*-c ^ tW2nty"nilie (29) that the Association has been in business 
rSUrnS WSre audlted for (3) years by the Federal Department of Internal Revenue and were never audited by the State of Maryland. 

aCo~Ri?'eWa^ is ^ subject to the Maryland state inccme tax. However the 
to tte state franchise tax. This tax is equal to^Tof 

state taxable xnoome m excess of $100,000.00. State taxable inccme for franchise 
tax purposes is determined as follows: adding the sum of (a) taxable inccme reported 

£ t^PurPoses' (« all arounts allocated to the bad debt 
^ («=> dividers paid on Soo"^ 

I ^ franchise taxes deducted for federal inccme tax purposes, and (e) net operating losses utilized xn determining taxable inccme for federal inccme tax 

T-f (i) 50% of ^ °f ^ lo^-terT^p^aS of the Association, (11) state incane tax refunds receives by the Asscciation in 
excess of recoveries realized. 0 111 

The Association has received an opinion of counsel to the effect that its con- 

T/ rnUtUal type ^stitution to a captial stock association, pursuant to 
05 c°f^eJslon.set forth herein, will not result in any federal or state 

id o^t-h^^TJft;LOn• ^ i5SK!!anberS* If, at 3 date' cash dividendsl® 
rec^^^^ srs SSSSTfe-S 

Ts^r^ ^7^ tire' W di™ «-P^stoc, 

COMPETITION 

■,Savings' tvo offices are located in Catonsville and Ellicott City, 
Maryland, its primary market area for savings and mortgage loans. To a lesser 
degree, it makes mortgages in adjoining counties. The association believes that its "• 

SSfSf?
:,,Pe!ati?L0mBSJmn ^ associations and^SXl ^s 

f C9S OO^ted in this area, and, to a lesser degree, with mortgage banking catparaes inregard to mortgage loans. Ridgev^y Saivngs' share of the total savings 

fsteXvS^Ks1^ 1~tit»U— area 

In recent years, total deposits of MSSIC-insured associations have generally 

ala faSter rate t^ th036 of FSLIC-insured associations operating in J^rv- land. The Association believes that the faster rate of growth of the MSSIC-insured 
associations is primarily attributable to the ability of MSSIC-insured associations 
to pay higher rates of interest or dividends on savings deposits than those permitted 
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to !>j l-.ud by FSLIC-insurcx3 as=ociations. T)io ongoing elimination lav federal auth- 
oritaos of may have a material effect on tte Association's groJL nZ l^ 
retention of existing savings deposits. 

le^lsl^:LOn significantly expanded Uie range of services which tlx? 

rZ5 ^ offe5 ^ in addition, as discusLd elsewhere h^ein ^e ederal and state authorities have been deregulating interest rate controls on'sav- 
ings deposits. These changes, ccmbined with recent high interest rates and an in- 
creasingly sophisticated savings public have drastically increased ccnpetition be- 
tv^en savings and loan associations arvi other types of iAvest^ent ve^STs T^h 

rT^1 fU^S' ^eaSUrY municipal bonds, etc.) fo^Sv- 
rhSvf 5' ^ creased oorpetition with ccrrmerical banks in regard to loan- 

' 0ther tyPeS 0f f:Lnancial services. In addition, large con- glcrierates and investment banking firms are beginning to enter the market for finan- 
lal services. Thus the Association, like other savinqs and loans, will face in- 

creased ccrnpetition in the future in the savings and lending services it offers and 
vail have to inovative and knowledgeable about its market as well as exert effective 
controls over its costs, in order to remain ccrrpetitively. viable. 

PROPERTIES 

The Association ovms its branch office at 9095 Frederick toad, Ellicott Citv 
wh'Ch was opened in 1978 aM has_2100 square feet on .75 acre. The net book val^ 

this facility (land and building) on January 31, 1984, was $134,966.13. 

n Association leases its main office at 1124 North Rolling Road in Catonsville, under the terms of a lease which began October 1, 1980 and expires September 30 1990 

. T1 iy:- Association is paying $8,400.00 for each 12 ironth period until 1985 at which time the yeariy fee will increase to $9,600.00 for the reuainder of the lease. 
proportionate share of taxes and operating expenses associated with the shoopinq 

center are also paid. ^ 

ary 3ri^^4r2^.So.a11 ^ 'S ^ ^auip^t on Janu- 

PERSONNEL 

orv. m of
rf

a"uary 31' 1984' ^ Association had five (5) full-time employees and one (1) part-time employee. - * 

The employees are not represented by a collective bargaining aqreanent. The 
Association believes that its employee relations are good. 

LEGAL PROCEEDINGS 

The Association is not engaged in any legal proceedings of a material nature 
at the present time. Frcn tijne to time it is a party to legal proceedings wherein 
it enforces its security interest in mortgage loans it has mde 

o r ' i 
C 0 ■: I 
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board of directors and officers 

Listed belov is certain information about the Directors and officers of thp 
/association: ^ 

NAME 

W. Walter Famandis 

AGE POSITION 

63 President and 
Director 

YEAR 
ELECTED 
DIRECTOR 

1955 

YEAR 
TERM 

EXPIRES 

1984 

Grace Devitt 42 Treasurer and 
Director 

1983 1986 

W. Walter Famandis, III 40 Vice President 
and Director 

1974 1985 

Anita C. Wilcox 41 Director 1983 1986 

Joseph Frey 65 Director 1972 1985 

Rosemary Tyler 37 Corporate Secretary 1979 1984 

riLWalter■Farnandls is.an attorney and has been in practice since 1946. He has been the organizer and President of the Association since its inception. 

?:aCf is
j
s®lf~enPloyed as a pension plan manager. She has lived in Howard County, Maryland for many years. 

W. Walter Famandis, III is enployed with the federal goverrment as a ccrputer pro- 
gramer. He holds a Master of Arts Degree frcm the University of Maryland. He is the 
son of the President. 

Anita C. Wilcox is a retired teacher. She holds a Master of Arts degree frcm Loyola. 
She is the daughter of the President. ^ 

Joseph Frey is retired, tut continues to be associated with the building and cons true 

on ^ustry. He was a former director of Woodstock Building and loan Association. 

Rosemary Tyler joined the Association in 1978. She has been responsible for daily 
operations since that time and serves as secretary to the meetings of the Board. 
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0f Ridgeway proposed conversion, the mernbers of 

SrSors of^h' eX1StSLDOard 0f DireCtol-s wil1 ^tinue to as 
terns ^• ^COnvefted ^sociation until the expiration of their exis^in- terns, at utach tune they may stand for re-election. existing 

Remuneration and otoer transactions wito management and others 

Remuneration of Directors and Officers 

The following table sets forth for the year end^d iqod 

S^S^^f^asSc^ioHn^011 137 311 officers 
the Asscciation. Duri^fSS ^ for services in all capacities to 
total cash ajvl cash^ivS^t^^'o^^ of director received -equivalent forms of remuneration m excess of $20,000.00 

Name of „ 
Individual or laries. Fees, 
number of persons Reintursement 
in group Director s Fees 
   and Bonuses 

Executive Officers and 
Directors as a group 
(6) 

$19,067.05 

Directors are paid a fee of $50.00 for attevling at Board reetings. 

o^SL^ ^ffect for - 
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DESCRIPTia: OF CAPITAL STOCK 

Genera1 

Ridge-vay Savmgs' Articles of Incorporation and By-Laws, after amendment 
pursuant to the Plan of Conversion, will authorize * shares of capital 
stock, par value $1.00 per share, of which * shares will be issued 
pursuant to the Plan of Conversion. 

When purchased at the offering price, each share will be fully paid, and 
will be non-assessable in the hands of the holders thereof. THE SHARES WILL 
NOT BE, AND CANNOT BE, INSURED BY MSSIC OR THE FEDERAL SAVINGS AND LOAN 
INSURANCE CORPORATION. Other pertinent provisions are set forth herein. 

Restrictions on Repurchase of Stock and Payment of Cash Dividend. 

The Association may not repurchase any of its stock from any stockholder 
wthout the prior approval of the Director. The Association may ix>t declare 
or pay cash dividend on any of its stock if the effect thereof would cause 
the net worth of the Association to be reduced below the amount required for 
(1) the liquidation account, (2) the amount required to meet the net worth 
requirements imposed by MSSIC, or (3) the amount required to pay interest on 
savings accounts. 

Stock Dividends 

The Association may, frcm time to time, issue stock dividends to the 
holders of the capital stock. These stock dividends will have the same 
characteristics as the underlying shares. 

Liquidation 

Upon liquidation of the Association, the assets remaining, if any, after 
satisfaction of all liabilities, shall belong to the holders of the capital 
stock and shall be distributed to them pro rata. (For description of liqui- 
dation account, see "Plan of Conversion - Liquidation Rights".) 

Voting Rights 

Voting rights shall be vested exclusively in the holders of the capital 
stock. One vote shall be assigned for each share of capital stock held. 

Pre-EJnptive Rights 

Under Maryland law, holders of shares of capital stock will not have pre- 
emptive rights as to the purchase of any shares issued by the Association in 
the future. Therefore, the Board of Directors may sell shares of the Associa- 
tion without first offering them to the then shareholders of the Association. 

Other Characteristics 

The subscription rights issued under the Plan of Conversion shall be non- 
transferable, and shall be given to eligible persons without payment. The 
shares sold pursuant to this offering will be freely transferable. 

P-36 
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ARTICLES OF INCORPORATION 

Pursuant to the Plan of Conversion, the Association's Articles of 
Incorporation and By-Laws will be amended. As a result, the amended By-Laws 
shall reflect the manner in which the Association shall operate as a capital 
stock association. The material changes to the By-Laws are as follows: 

Authority to Issue Stock 

At the present time, Ridgeway Savings does not have authority to issue 
stock. Upon carpletion of the Plan, the converted Association will be a 
capital stock association organized pursuant to the laws of the State of 
Maryland. 

Present, the By-Laws of Ridgeway Savings provide that savirvgs members 
shall have one vote for each account and an additional vote for each $100 or 
fraction thereof on deposit with the Association. Savings members may cast up 
to 100 votes at any annual or special meeting of members. Pursuant to the 
Plan of Conversion, the By-Laws will be amended to provide that holders of 
capital stock will be given exclusive voting rights entitling them to one vote 
for each share held. 

The Association will register the capital stock issued pursuant to the 
Plan of Conversion with the United States Securities and Exchange Corrmission, 
pursuant to Section 12(g) of the Securities Exchange Act of 1934, as amended 
only in the event that the converted Association has at least 500 stockholders 
upon consurmation of the Plan. Upon such registration, the proxy and tender 
offer rules, insider trading reporting and other requirements of that Act 
would be applicable. 

The legality of the capital stock will be passed upon for Ridgeway 
Savings by Robert B. Greenwalt, Esq., 1124 N. Rolling Ftoad, Catonsville, 
Maryland, has acted as special counsel for the Association in connection 
with the Association's conversion and has consented to the reference herein 
to their opinion • 

The consol idated finanacial statements included her in have been examined 
by the firm of David Wakely, Certified Public Accountant,9344 Old Scaggsville Road, 
Laurel, Maryland, as stated in his opinion appearing herein, and has been so 
included in reliance upon such opinion, given upon the authority of that person 
as an expert in accounting and auditing. He has given his consent to 
the use of his opinion dated April 19, 1984 and to the reference to them 
under the heading "Consolidated Statement of Operations" herein. 

Voting 

REGISTRATION REQUIREMENTS 

LEGAL OPINIONS 

ACOOUOTAOT 
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ADDITIONAL INFORMATICS! 

'Die Association Kis filed with the Division and MSSIC, (th2 addresses of vshich 
are 321 East Baltimore Street, Fifth Floor, Baltimore, Maryland, 21202, and 901 North 
Howard Street, Baltimore, Maryland 21201, respectively), an Application for Approval 
of Conversion from a mutual association to a capital stock association. The Division 
and MSSIC have given approval to the Plan subject to the Plan's approval by the members 
of the Association and subject to the satisfaction of certain other conditions im- 
posed by the Division and MSSIC. 

The Application for Approval of Conversion contains supporting exhibits, the pro- 
visions of which are sunrnarized in this Proxy Statement, to the extent that such pro- 
visions are material to the matters under such consideration. 

The Offering Circular, Proxy Statement'and acccmpanying materials are prepared 
for the use of the members of the Association and certain other persons in connection 
with the purchase of capital stock offered pursuant to the Plan of Conversion and no 
material facts are knowingly emitted. 

For further information with respect to the Association and the share to be offer- 
ed hereby, reference is made to the Application for Approval of Conversion and to the 
exhibits and financial statements that are part thereof, which may be inspected at the 
offices of the Divsion and MSSIC. 

APPRAISER 

Trident Financial Corporation has consented to the publication herein of the 
surrmary of its letter to the Association, setting forth its opinion as to the esti- 
mated pro forma market value of the Association as converted. 
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OONSOLI DATED FINANCIAL STATEMENTS 
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DAVID W. WAKELEY 
CCCTIFICD PUtLIC ACCOUNTANT 

9113 <XD SCAGGSVILLE POAO 
LALRCL MABYUAMO 20707 

776.7759 

Board of Directors 
Ridgeway Savings & Loan Association 
Catonsville, Maryland 

I have reviewed the accompanying statement of financial posi- 

foa? ^dgeway Savings and Loan Association as of January 31 1984 and the related statement of income, reserves and undi- ' 

thpn ^ C'an8eS in financial poisition for six months then ended, in accordance with standards established by the 
American Institute of Certified Public Accountants. All infor- 
mation included in these statements is the representation of the 
management of Ridgeway Savings and Loan Association. 

A review consists principally of inquiries of company personnel 
and analytical procedures applied to financial data. It is 
substantiaily less in scope than an examination in accordance 

wM accepted auditing standards, the objective of 
Statement, r expression cxf an opinipn regarding the financial 
an opinion. " 8 Accordingly, I do not express such 

Based on my review, I am not aware of any material modifications 

statement < 1° ^ January 31».1984 interim financial 
ItrltTT 0r?er them t0 be in conformity with generally accepted accounting principles. erany 

February 21, 1984 
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RIDGEWAY SAVINGS AND LOAN ASSOCIATION, INCORPORATED 

CONSOLIDATED BALANCE SHEET 

January 31, 1984 
and July 31, 1982 and 1983 

Cash 

Loans Receivable 

Federal Funds 

Deposits with Maryland- 
Savings-Share Insurance Corp 

Other Assets 

Office Building and Furniture 

ASSETS 

July 31, 
1982 1983 

$ 56,207 $ 997,361 

5,756,238 6,560,590 

50,000 00 

153,300 166,500 

43,685 24,797 

143 ,205 137,695 

January 31, 
1984 

S 546,371 

6 ,693 ,992 

425 ,000 

194 , 300 

31,482 

150 ,897 

$ 6 ,202 ,635 $7 ,923 ,283 $8 ,090 ,450 

P-41 
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liabilities and retained income 

Free share accounts and 

Mortgage Escrow Accounts 

Borrowed Money 

Other Liabilities 

Retained Income 

General Reserves 

Unappropriated 

July 31, 

1982 1983 

$5,861,643 $7,593,132 

98,114 148,920 

100 100 

1 ,725 4 ,283 

5,961,582 7,746,435 

308 ,533 308 ,533 

(67,480) (131 ,685) 

241,053 176,848 

January 31, 

1984 
(unaudited) 

$7,841,731 

78,026 

100 

1,373 

7,921,230 

308 , 533 

(130 ,163) 

178,370 

$6,202,635 $7,923,283 $8,090,450 
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RIDGEWAY SAVINGS AND LOAN ASSOCIATION 

CONSOLIDATED STATEMENTS OF RETAINED INCOME 

SIX MONTHS ENDED JANUARY 31, 1984 
(Unaudited) 

AND THREE YEARS ENDED JULY 31, 1983 

Appropriated to 
general re.serves Unappropriated 

Balance, July 31, 1980 

Net Income 

Balance, July 31, 1981 

Net Income (LOSS) 

Balance, July 31, 1982 

Net Income (LOSS) 

Balance, July 31, 1983 

Net Income (LOSS) 

Balance, January 31, 1984 

$ 289,166 

19,367 

308 ,533 

308 ,533 

308 ,533 

308,533 

$ 14,856 

(16,691) 

(1,835) 

(81,224) 

(83,059) 

(48,626) 

(131 ,685) 

1,522 

(130,163) 

Total 

$ 304,022 

2,676 

306 ,698 

(81,224) 

225 ,474 

(48,6 

176,84 8 

1,522 

176 ,370 
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RIDGEWM savings and loan association' 

r"at^env\^Cehna
d

ne9r/? Fin"-i-l Po.ition 
and for the six inont-hU y ^ ' l981' l982 , 1983 six months ended January 31, 1984 

Year ended July 31, 

Funds were obtained from; 

Operations: 
Net Income (loss) 

Add : 

Deprecration 
Total from Operations 
Merger 
Net inc in Accts Payable 

mcr in Savings accts 
Decrease in Cash 
Incr in Notes Payable 
Decrease in Prepaid Exp 

111 Adv by Borrowers 

Funds were used for: 
Incr in Investments 
Incr in cash 
Net Deer in Savings Accts 

Incr in Loans 
MSSIC Deposit 
Property & Equipment 

Repayment of Notes 
Deer in Advances by 
Borrowers 
Deer in Accts Payable 
Incr in Prepaid Expense 
Incr in Recoverable 
Income Taxes 

Other Decreases 

1981 

(19,316) 

11,744 
( 7,572) 
21,992 

73,827 
175,000 

1,168 

$ 2 6 4 ,415 

44,898 
135,306 

6 ,000 
800 

51,771 
17,342 

8,298 

$ 264,415 

1982 1983 

(65,645) 

10,894 

(64,205) 

11,083 

866 
648,975 

1 ,273 
6,443 

2,558 
1 , 731 ,489 

50 ,806 

six month 
ended Jar, 

1984 

17,522 

5 ,600 (S A *7r 1 ^ **7 * -*#(>00 (54,751) (53,122) 237112 

72,648 

326,295 
17,900 

1 ,291 
175,000 

9 ,672 

891 , 154 

804,35 2 
13 ,206 
3,856 

2 , 107 

17,062 

248,599 
66,640 

2,369 

s 5 3 40 , 730 

40,650 

181 ,811 
27 ,800 

665 

70 ,894 

2,910 

16,000 

$ 602,806 7?1 i 
Z___ - * '/J1'731 $ 34n Tin 

P-44 
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RIDGEWAY SAVINGS AND LOAN ASSOCIATION 

NOTES TO CONSOLIDATE FINANCIAL STATEMENTS 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

General 
The accounting and reporting policies of Ridgeway Savings and Loan Association 

oonform.to 9enerally accepted accounting principles and to general practices within 
the savings and loan industry in all material respects. 

Allowance for possible loan losses 
The Association has not experienced loan losses in the past and, based on man- 

agement s evaluation of the lean portfolio, does not anticipate any in the future. 
Therej.ore, the Association does not provide an allowance for possible loan losses. 
If loan losses were to occur, they vrould be reported as an expenses in the inccme 
statement of the year in which they occur. 

Office building and furniture and equipment 

" Office building and furniture and equinment are recorded at cost less accumu- 
lated depreciation. 

building and building oenponents are depreciated over estimated useful 
lives of fifteen to twenty-five years using the straight-line method. Furniture 
and equipment is depreciated over estimated useful lives of three to ten years 
the straight-line method. " 

Inccme Taxes 
Deferred inccme taxes are provided for the difference in timing of income recoc; 

nition resulting from reporting of loan fees and accrued interest on loans on the 
accrual basis for financial statement purposes and the case basis for inccme tax 
purposes. Deferred inccme taxes relating to the accelerated depreciation associated 
with the Accelerated Cost Recovery System deduction for inccme tax Durooses are not 
recorded as prepaid due to the uncertainty of their realization. 

2. CHANGE IN METHOD OF AOCOUNTING FOR INTEREST ON LOANS 

Prior to 1983, interest on loans was recorded in accordance with the cash basis 
method of accounting. This method approximated the accrual basis method since loan 
payments v^re collected monthly. The accrual interest on loans was recorded in 
1983. The amount relating to period prior to . July 1, 1983, net of related income 
taxes has been reported as incore in 1982- 
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I. LOANS RECEIVABLE, NET 

of aS 0f JUly 31 • 1982 ^ 1983 "O Janua^ 31 - 1984' consist 

July 31, January 31, 

1984 
1982 1983 

First Mortgage loans $5,537,987 $5,993,233 

Land Loans 

$6,139,808 

105,254 77,3R3 

Second tortgages 71;650 117(065 ^ ^ 

Construction loans 37,600 312,700 150,959 

Overdrawn Escrow Accounts 484 450 1 520 

loans to Depositors, Secured 110,946 95,999 n^n 
by Free Share Accounts   :L30'050 

$5,758,067 $6,624,711 $6,695,512 

DEPOSITS WITH MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

S100 acc°u?ts f*3 share certificates are insured up to a maximum of 
AssociaHnn^-i^CCOUn ^ ^ ^yland Savings-Share Insurance Corporation. The 
^Jm^land l,reqUlrS a non-interest-tearing capital deposit with 
of iS^wf Insurance Corporation equal to 2% (corputed sani-annuallv) 
i^Janl^f accounts.92 ^ ^ f0r l0SSeS incUent ^ ' 

reserve Savill^-Share. ^surance Corporation maintains a central to be used by insured associations for emergency borrowina. The fund 

^ 0n ^^Ss! ^to be maintairS aTf' percentage of total free share accounts of insured associations. 

The balance of the deposits are as follows: 

July 31/ January 31 J-982  1983  1984 

Capital Deposit $117,200 $127,200 $155,000 

Central Reserve Fund 39,300 39,300 39,300 

$156,500 $166,500 $194,300 
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5. OFFICE BUILDING AND FUFNITUKE AND EQUIPMENT 

A sumnary of office builxiing and furniture and'equipment is as follows: 

July 31, January 31, 

1982  1983 1984 

Land $7,582.55 $7,582.55 $7,582.5 

Building 163,389.60 163,389.60 163,389.6 

leasehold inprovenents 782.84 782.84 782.8 

Furniture and equipment 39,777.69 43,459.06 44^24. 

211,532.68 215,214.05 215,879.4 

Aocurulated Depreciation 46,491.50 57,399.50 62,999.5, 

$165,041.18 $157,814.55 $152,879.9' 

(■ 

6. BFEAKDCWN OF TOTAL M^TGAGES AS OF JANUARY 31, 1984 

Dollar Amount Percent 

Residential owner occupied $ 4,375,925 

Conmericial Non-owner occupied 2 600 478 

Second Mortgages 

Construction Loans 

Loans on Land 

67% 

24% 

285,207 4% 

194,949 3% 

107,383 2% 

$ 6,563,942 100% 
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7. FREE SHARE ACCOUNTS AND SHARE CERITFICAIES 

Free Share acoounts and share certificates as of July 31, 1982 and 1983 
and January 31, 1984, are sunmarized as follows: 
(Information for the six months ended January 31, 1984 is unaudited) 

— January 31, January 31 
1982 195? 1564 

Interest Intorsst- •   Interest 
Type of Acoount Aroount Rate Amount Rate Anrxmt Rate 

Ftfjse Sbare $1,338,528 6.00% $1,069,886 6.00% $ 952'561 6.00% 

Golden Passbook 968,296 7.50% 1,177,576 7.50% 1,107,333 . 7.50% 

Certificates vdth 
oontractural 
maturities of: 

90 days 168,793 7.9 - 13.2%     

180 days 1,649,404 9.5 - 12% 623,793 9.5 - 16% 472,346 8.6-9.5% 

1 yr All Savers 516,361 7.1 - 12.6% 44,426 7.5 - 12.6%   

1 year     

30 months 801,336 9.5 - 16.5% 739,038 9.5 - 16.5% 743,965 9.5-16.5 

IRA 13,400 9.5 - 14% 24,543 9.5 - 14$ 28,185 9.5 - 14 

Christmas Club 5,532 6C 4,797 6% 1,792 6% 

Jumbo Accounts 400,000 10.5 - 12% 900,000 9.5 - 12% 1,205,500 10 - 12% 

Liquid Asset   3,009,073 9.5 - 12% 2,572,238 9.5 - 10 

$5,861,652 $7,593,132 $7,841,731 
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8. INOQtfE TAXES 

Fbr Federal inoome tax purposes, a portion of the taxable income of a savings 
and loan association before provision for loan losses may be deducted in arriving 
at inoome subject to tax if certain conditions are met. Whether or not the maxi- 
mum bad debt deduction is claimed is at the discretion of the association. Since 
there was a net operating loss for federal inoome tax purposes for 1982 and 1983, 
no bad debt deduction was allowed. 

As of July 31/ 1982 and 1983, the class if ic ia ticn of general reserves and un- 
divided profits for federal inccme tax purposes is as follows: 

1982 1983 

Appropriations of inccme to reserve for 
loan losses on which no tax has been paid o 0 

Tax-free or tax-paid losses $65,645 $64,205 

Itie Association is allowed a special deduction for loan losses equivalent to a 
percentage of otherwise taxable inccme subject to certain limitations based on 
aggregate loans and free share account balances at the end of the year. If the 
amounts that qualifiy as deductions for federal income tax purposes are used later 
for purposes other than for bad debts or losses, they will be subject to federal in- 
ccme tax at the then current corporate rate. Itke anticipated net operating loss 
for 1983 will eliminate the tax benefit related to this special deduction. 

The net unappropriated operating loss in excess of $131,685 at July 31, 1983 
will be available to reduce future taxable inccme. The net operating loss for the 
year ended July 31, 1983 will result in additional refundable inccme taxes of $35,032. 

9. LOAN OOf-WrnTENTS 

None. 

10. LEASE OOftfUTTWEOTS 

Tfte Association leases the premises used as the main office. The lease is for 
a term of ten years beginning October 1, 1980. 

Minimum rentals under the lease are as follows: 

Year ended September 30 Arrount 

1980 - 1985 $8,400.00 

1985 - 1990 $9,600.00 

The Association contributes to the operating expenses of the lessor in addition 
to the above rent. 



' ll- PLAN OF OONVERSKJN 

ssss- 

ital ^i-rvWte~chayt^5ed nutual savings and loan association to a state-chartered cap- 

^irsttr*- 
Maryland. Pursuant to the plan, shares of capital ^tock will bToffeiS fS2 Tn 

prsdeteLSS^lhSiSL^iSen definea•S^P:La,, " 8 

be offered non~tra"sferahle subscription rights to purchase stock wil 
aix3 thSTV^S Association s eligible aooount holders as of January 31, 1984 
holders of reoord as of the l2t S?^fi?hSVaiT^e' ^ supplanental eligible account' 
of the Association^ of ^ calendar quarter preoeediivg the approval 
to oSer^SS^f^ lcat?on.to convert to a capital stock association, and then 
then^Tof^d t-n t-S8 itS diriectors officers. Shares rarainii^ wil 
tinn un<-Vi r-, ^ the general public in a direct ocmnunity offering by the Associa- 

maintains to Pera0nS resiain3 ^ the Association 

. o^^sion, savings deposit aooount holders and borrowers will not 

the stoSSldS^f1?^ Association. Voting rights will be vested exclusively with 
te Association. Savins d^sit account holders will c^tin^ to be insured by the Maryland Savings-Share Insurance Corporation. 

^ conversion amount to $4,000.00 at toy 1, 1984 arri 

^ 0f 527,500.00 win bTch^ to^L 

SSTtS ^ts^f be^ed"^^^ ^ ^ ^ " 

DELINQ(Jn«JT LOANS AND HEAL ESTATE OWNED 

rx^J^%0f I983 ^ January 31' 1984, the Association held no real estate "• owned (real estate bought back by Association at foreclosure). 

davs^oast dS' 31^983
n' ^ Association ^ only three (3) loans delinquent (ninety ys past due). Ihese loans ware subsequently brought to date by January 31, 1984. 

2% nf3^ Ja^flrY 3
1

1' 1984 ^ Association had only 4 loans delinquent, representina 

SnSL^irssr ^ A£-Mciati"n-ais:>'«one ^ Sfan^srrs9 

255:; 
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AMEMDED ARTICLES of INCDRPORATia,1 

RIDGH-RY SAVINGS AND LOAN ASSOCIATION 

... FIRST; name of this Corporation is Ridgeway Savings and Loan 
Assocaataon, a Maryland corporation, doing business at 1124 North tolling 
Road, Baltamore County, Maryland 21228. 

SBOOND: Ihe Corporation is formed for the purpose of oondvw-inrr - 
savings and l^an business and to .11 things 
^ate ^thereto. The Corporation is chartered under the laws of Maryland and 

and bv ^ incidental powers conferred thereby, and by all acts amendatory thereof and supplemental thereto. ' 

1124 Nnr+JS?^ ^ of .*** Pcinciipal office of the Corporation is 1124 North Rolling Road, Catonsvxlle, Maryland. 

FXXJRm: The resident agent of the Corporation is W. Walter Famandis 
vfose business address is 1124 North Rolling Road, Catonsville, Maryland 21228 
Said resident is a citizen of the State of Maryland and actually resides therein. 

Ihe charter of the Corporation is hereby amended by striking out Paragraphs 4 
and 5 of said charter and inserting in lieu thereof the following: , 

^ • . o ^ total nunber of shares of capital stock which the Corpor- ation has authority to issue shall consist of shares of capital stock 

fuTtv^tJ!'0f ^1*00 P617 share- UP011 full payment, such shares shall be fully paid and non-assessable in the hands of the holders thereof. 

manbers J!? BOar?05 Directors of the Corporation shall consist of five numbers, which number nay be decreased to not less than four (4) and increased 

SrSo^f^S ^ (9) .Inernbers' 31x3 ^ following persons shall serve as Corporation until the expiration of their existing terms and un- 
til their successors are elected and qualify: 

w. Walter Famandis Grace Devitt 
W. Walter Famandis, III Joseph Frey 
Anita Wilcox 

SEVH7IH: The duration of the Corporation shall be perpetual. 

ElfflTH: Pursuant to the requirements of the REgulations of the Board 

estSTtS8^ ^ Oarmilfsioners of ^ state of Maryland, the Corporation shall 
ma lnain^ain a liquidation account for the benefit of its savings ac- count holders as of January 31, 1984 ("eligible savers"). In the event of a 
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ccmplete liquidation of the Corporation, it shall comply with such Regulations 
with respect to the amount and the priorities on liquidation of each of the — 
Corporation's eligible savers inchoate interest in the liquidation account to 
the extent it is still in existence. 

NINTH: No ocmpany which is significantly engaged in an unrelated 
business activity shall be permitted, either directory or through an affiliate 
to acquire control of the Corporation. The term "affiliate", "control" "signif- 
icantly engaged" and "unrelated business activity" shall have the meaning defined 
in the Regulations of the Board of Savings and loan Comrdssioners, as now or 
hereafter in effect. 

■rtiNjiH: No amendment, addition, alteration, change or repeal of these 
Articles of Incorporation shall be made, unless such is first proposed by the 
Board of Directors of the Corporation, and thereafter approved by the stockholders 
by a majority of the total votes cast at a legal meeting. Any amendment, addi- 
tions, alteration, change or repeal so acted upon shall be effective on the date 
it receives the approval of the Maryland Board of Savings and Loan Ccrrmissioners 
and thereafter accepted by the State Department of Assessment and Taxation. 

ELEVENIH: The Board of Directors of the Corporation at a meeting duly 
convened and held on the 19th day of April, 1984, adopted a resolution in which 
was set forth the aforegoing amendement to the charter, declaring that said amend- 
ment of the charter was advisable and directing that it be submitted for action 
thereon at a Special Meeting of the Shareholders to be held on the day of 

 t 1984, to be passed by a two-third's (2/3) vote of the shareholders. 

IN WITNESS WHEREOF, Ridgeway Savings and Loan Association, has caused 
these presents to be signed and on its behalf by its President and its Corporate 
Seal to be hereunto affixed and attested by its Secretary on the day of 
 , 1984.   

ATTEST: 

srfl? Jc{ 
Rosemary Tyl^gr, S^tretary 

STATE OF MARYLAND 
to wit: 

COUNTY OF BALTIMORE 

I HEREBY CERTIFY that on the day of , 1984, before me, 
the subscriber, a notary public of the State of Maryland ,in and for the County 
of Baltimore, aforesaid, personally appeared W. WALTER FARNANDIS, President of 
Ridgeway Savings and Loan Association, a Maryland corporation, and in the name of 
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and on behalf of the said Corporation acknowledged the foregoirvg Amended Articles 
of Incorporation to be the corporate act of said corportion and further made oath 
in due form of law that the matters and facts set forth in said Articles of Amer*3 
ment with respect to the approval thereof are true to the best of his knowledge, 
information and belief. 

WITNESS my hand and Notarial Seal, the day and year last above written. 

Lorraine Moore 

My Ccrttnission Expires: 

July 1, 1986 

XV<A PUBLIC / 
iS. < y   
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AMENDED BY-LAWS O? 
RIDGEWAY SAVINGS AND LOAN ASSOdATION 

ARTICLE I 

CDRPORAIE NAME 

SECTION 1. Hie corporate name of the oorporabion iB-JRidoeway Sasriogs dnd 
loan Association. 

SECTION 2. The principal office of the corporation shall be 1124 N. 
Rolling Road, Catonsville, Maryland. 

ARTICLE II 

STOCKHOUERS 

SECTION 1. Place of Meeting. All annual and special meetings of stock- 
holders shall be held at the principal office of the Oorporation or at such 
other place in the State of Maryland as the Board of Directors may determine. 

SECTION 2. Annual Maetincf. A raaeting of .the stockhoLders of the 
Corporation for the election of directors and for the transaction of any other 
business of the Association shall be held annually on the third Wednesday in 
September of each year at 7:00 p.m., or at such other date and time as the Board 
of Directors may determine. 

SECTICN 3. Special Meeting. Special meetings of the stockholders for 
any purpose or purposes may be called at any time by the President or a 
majority of the Board of Directors and shall be called by the President or the 
Secretary upon the written request of the holders of not less than 25 percent 
of all the outstanding capital of the Corporation entitled to vote at the 
meeting. Such written request shall state the purpose or purposes of the 
meeting and shall be delivered at the bcme office of the Oorporation addressed 
to the President or the Secretary. 

SECTION 4. Conduct of Meetings. Meetings shall be conducted in accor- 
dance with the most current edition of Robert's Rules of Order. 

SECTICN 5. Notice of Meeting. Notice stating the place, day and hour of 
the meeting and the purpose or purposes for which the meeting is called shall 
be delivered by mail or published not less than twenty nor more than sixty 
days before the date of the meeting, by the direction of the President, or the 
Secretary, or the directors calling the meeting. Notice shall be given to all 
stockholders in accordance with the Laws of Maryland. It shall not be 
necessary to give any notice of the time and place of any meeting adjourned for 
less than thirty days or of the business to be transacted thereat, other than 
an announcement at the meeting at which such adjournment is taken. 
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SEOTON 6. Fixing of Record Date. For the purpose of determining stock-i| 
holders entitled to notice of or to vote at any rrooting or stockholders or any 
adjournment thereof, or stockholders entitled to receive paymant of any 
ividend, or ui order to make a deternrmation of stockholders for any other proper 

purpose, tte Board o£ Directors shall £b< in advance a date as the ri=ord daS 

t-S ^ d^temujiation of stockholders, not less than tuenty days prior to 
.on c Particular action requiring such determination of stock- 

nolders is to be taken. I-^en a determination of stockholders entitled to vote 

has been made as provided in this Section, such 
determination shall apply to any adjournment thereof. 

SECTION 7. Voting List. The officer or agent having charge of the 

lt^rZS ^ Corporation shall make at least ten days before each meeting of the stockholders, a ccnplete list of the stockholders entitled to vote at such 
meeting, or any adjournment thereof, arranged in alphabetical order with the 
address of and the number of votes held by each, which list shall be kept on 
rile at the home office of the Oorporation and shall be subject to inspection 
by any stockholder at any time during usual business hours, for a period of 
then days prior to such meeting. The original stock transfer book shall be 
prima facie evidence as to who are the stockholders entitled to examine such 
list or to vote at any meeting of stockholders. 

SECTION 8. Quorum. Any number of stockholders present, represented in 
person or by proxy, shall constitute a quorum at a meeting of stockholders. A 
majority of all votes cast, whether in person or by proxy, shall determine any 
question, unless otherwise provided by law. | 

SECTION 9. Proxies. At all meetings of stockholders, a stockholder may 
vote by proxy executed in writing by the stockholder or by his duly authorized 
attorriey in fact. Proxies solicited on behalf of the management shall be 
voted as directed by the stockholder or, in the absence of such direction, as 
determined by a majority of the Board of Directors. 

SECTION 10. Voting Rights. At all meetings of stockholders of the 
Corporation, stockholders shall have the following voting rights: Each holder "of 

^tOCk Sha11 130 to o^ vote for each share of capital " stocK that the member owns of record, when ownership stands in the name of 
or more persons, in the absence of written directions to the Corporation 

to the contrary, at any meeting of the stockholders of the Corporation anv one 
or more such stockholders may cast, in person or by proxy, all votes to which 
such ownership is entitled. In the event an attempt is made to cast conflicting 
votes, in person or by proxy, by the several persons in whose names ownership 
stands, the vote or votes to which those persons are entitled shall be cast as 
directed by a majority of the named owners present in person or bv proxy at 
such meeting, but no votes shall be cast for such stock if a majoritv cannot 
agree. 

SECTION 11. Voting of Shares by Certain Holders. Shares standing in the 
name of another corporation may be voted by an officer, agent or prow as the 

corporation may prescrite, or, in the absence of such'provision, 
s the board of directors of such oorporation nay determine. Shares held by ani 

administrator, executor, guardian or conservator may be voted by him, either 
in person or by proxy, without a transfer of such shares into his name. 
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^ ^ of 3 rGCeiver m3y voted by such receiver, ajid shares held by or under the control of a receiver nay be voted bv such 

^ there0f ijlto his ^ if authority so to^o 
bv h111 ^PP1^13*6 order of the court or other public authoritv by which such receiver was appointed. 

A stockholder whose shares are pledged shall be entitled to vote such 

136611 transferred into the name of the pledgee, 

ferred^63 Pledgee shall be entitled to vote the shares so trans- 

voNeiSrKtreaSUfy Shares of its ^ stock held by the Corporation, nor 

Ste fo^thP if a majority of the shares entitled to 
. directors of such other corporation are held by the 

corporation, shall be voted at any meeting or counted in determining the total 
umber of outstanding shares at any given time for purposes of any meeting. 

SECTION 12. Nominating OcnTnittee. The Board of Directors shall act as a 
ncrranating ocrrmittee for selecting the management ncminees for election as 

111 V™ 0330 of a nominee substituted as a result of the 
°r,?ther ^capacity of a management nominee, the nominating ocrrmittee 

to^ihe na^nilti?n8 to the Secretary at least twenty days prior date of ^ 1 meeting. Provided such ccmnittee makes such monina- 

StS ChalThTS?^ directors except those made by the ncminatinq con- 
^ ^ annUal Unless other nominations by 

aS^t^ ZLfr■ % ^ and delivered to the Secretary of the Coroor- ation at least five days prior the date of the annual meetina. 

ttv^+-,-SECT?D^1;?* NeW ^ new business to be taken up at the annual 

SSratlJ1 ^,Statf ^rting and filed with the Secretaryof the C^T ration at least five days before the date of the annual meeting, and all 
business so stated, proposed and filed shall be considered at the annual meeting 
but no other proposal shall be acted upon at the annual meeting. Any stock- 

!2y IT?e ^ 0ther proposal at ^ a""^1 meeting and the same may be discussed and considered, but uniess stated in writing La filed with tte ' 
Secretary at least five days before the meeting such proposal shall be laid 

t^in^DlS^h-S? ^ adjourned' special or annual meeting of the stockholders ' thirty days or more thereafter. This provision shall not prevent 
tte consideration and approval or disapproval at the annual meeting of reports 
of officers, directors, and comruttees, but in connection with such reports no 

fTVJ^31^3 h0 acted 1153011 at annual meeting unless stated and tiled as herein provided. 

ARTICLE III 

BOARD OF DIRECTORS 

, n ^ ^ General Powers. The business and affairs of the Corporation 
shall be under the direction of its Board of Directors. The Board of Directors 
may annually elect a Chairman of the Board and a President fron aironq its 
members. The Chairman of the Board of his designee shall preside at"its 
meetings of the Board of Directors. 
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SECTKM 2. Number and Term. Tlie Board of Directors shall consist of 
five members, which number may be decreased to not less than four (4) and 
increased to not more than nine (9) manbers. 1T>e members of the Board of 
Directors shall be elected annually. 

SECTICN 3. Regular Meetings. Regular meetings of the Board of Directors 
shall be held at such tunes as are designated by the Board of Directors. 

SECTICN 4. Special Meetings. Special meetings of the Beard of Directors 
may be called by or at the request of the President or one-third of the direc- 
tors. Ttie persons authorized to call special meetings of the Board of Directors 
may fix any place, within the Corporation's regular lending area, as the place 
for holding any special meeting of the Board of Directors called by such persons. 

SECTICN 5. Notice. Written notice of any special meeting shall be given 
to each director at least tvo days previously thereto delivered personally or 
by telegram, or at least five days previously thereto delivered by mail at the 
address at which the director is most likely to be reached. Such notice shall 
be deemed to be delivered when deposited in the U.S. mail so addressed, with 
postage thereon prepaid if mailed, or when delivered to the telegraph ccmpany 
if sent by telegram. Any director may waive notice of any except where a 
director attends a meeting for the express purpose of objecting to the trans- 
action of any business because the meeting is not lawfully called or convened. 
Neither the business to be transacted nor the purpose of any meeting of the 
Board of Directors need be specified in the notice or waiver of notice of such^^ 
meeting. 

SECTICN 6. Chorum. A majority of the number of directors shall con- 
stitute a quorum for the transaction of business at any meeting of the Board 
of Directors, but if less than such majority is present at a meeting, a majority 
of the directors present may adjourn the meeting frcm time to tims. 

SECTICN 7. Manner of Acting. The act of the majority of the directors 
present at a meeting at which a quorum is present shall be the act of the 
Board of Directors, unless a greater number is prescribed by these By-Laws. 

SECTICN 8. Action without a Meeting. Any action required or permitted 
to be taken by the Board of Directors at a meeting may be taken without a 
meeting if a consent in writing, setting forth the action so taken, shall be 
signed by all of the directors. 

SECTION 9. Resignation. Any director may resign at any time by sending 
a written notice of such resignation to the home office of the Corporation 
addressed to the President. Unless otherwise specified therein, such resignation 
shall take effect upon receipt thereof by the President. 

SECTICN 10. Vacancies. Any vacancy occurring in the Board of Directors 
may be filled by the affirmative vote of a majority of the remaining directors. 
A director elected to fill a vacancy shall be elected to serve until the next 
election of directors. 
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. SECTION 11. Cuisensation. Directors, as such, may receive a stated 
oonpensation for their services. By resolution of the Board of Directors, a 
reasonable foxed sum, and reasonable expenses of attendance if any, may be 

mJ^teSin^CtUa^ attendance at oarmittee meetings as the Board of Directors 

ARTICLE IV 

EXBCUITVE AND OTHER COMmEES 

SECTCON 1. Appointment. Ihe Board of Directors, by resolution adopted 

more S Boart?' may designate frcro among its maifcers, two or of ^ directors to constitute an executive ccrrmittee. 

n. ?ECTI9N 2* ^ut:horitv- ^ executive ocrauittee, when the Board of 
6ession' sha11 have and may exercise all of the authority 

?£J^r0ffa,:s ejccept 00 euch conmittee shall have the uthority of the Board of Directors in reference to anarling the Articles of 

a Pl3n 0f 0r oo^li^ation, reoarnendir^ to the 
P1®' leffe' ecchange, mortgage, pledge or other disposition 

other property and assets of the Corporation other 
usual

1
and regular course of its business, or reocnmending to the 

stockholders a voluntary dissolution of the Corporation or a revocation 

• 3* .Meetings^ Meetings of the executive Ocrmittee may be held 

^ tunes and places as the executive ocrmittee may fix rrtxn time to tune by resolution. 

s^ll5^^ QUOrm- J majority of the members of the executive ccmnittee 
2- ^ transaction of business at any meeting thereof, and action of the executive oarmittee mast be authorized by the 

pJeSit VDte 0f 3 1Tajority of ^ nienibers Present at which a quorum is 

to ^thout a,Meeting. Any action required or permitted 
f^ye.oa^ttee at a roeeti^ may be taken without a 

meeting if a consent in writing, setting forth the action so taken, shall be 
signed by all of the members of the executive carmittee. 

*•-i i 6* Vacancies• Any vacancy in the executive carmittee may be tilled by a resolution adopted by a majority of the full Board of Directors. 

SECTICN 7. Resignation and Removal. Any member of the executive con- 
mittee may be removea at any time with or without cause by resolution adopted 
by a majority of the full Board of Directors. Any member of the executive 
committee may resign from the executive ocrmittee at any time by giving written 

SSIJS ^ President <* the corporation. UnleS oS« specified thereon, such resignation shall take effect upon receipt. The 
acceptance of such resignation shall not be necessary to make it effective. 
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SECTI0N 8' Proce^ure• executive ccrnnittee.shall elect a presiding Oi. icer from its members and may fix its own rules of procedure which shall 
not be inconsistent with these By-Laws. 

Other Ccnrmttees. Tne Board of Directors may by resolution 
establish an audit ccmrattee, a loan ocrrmittee or other carmittees ccmoosed of 
irectors as they may determine to be necessary or appropriate for the" conduct 

of business of the Corporation and may prescribe the duties, constitution and 
procedures thereof. 

ARTICLE V 

OFFICERS 

SECTION 1. Positions. The officers of the Corporation shall be a 
President, one or more Vice Presidents, a Secretary and a Treasurer, each of 
whcm shall be elected by the Board of Directors. The Board of Directors my 
also designate a Chairman of the Board as an officer. The President shall be 
a director of the Corporation. The Board may designate one or more Vice 
Presidents as Executive Vice President or Senior Vice President. The Board of 
Directors may also elect or authorize the appointment of such other officers 
as the business of the Corporation may require. The officers shall have such 
authority and perform such duties as the Board of Directors may fran time to M 
time authorize or determine. In the absence of action by the Board of ^ 
Directors, the officers shall have such powers and duties as generally pertain 
to their respective offices. 

SECTION 2. Election and Term of Office. The officers of the Corooration 
shall be elected annually by the Board of Directors. Each officer shall hold 
office until his successor shall have been duly elected ard qualified or until 
his death or until he shall resign or shall have been reroved in the manner 
hereinafter provided. Election or appointment of an officer, employee or 

sha11 rot of itself create contract rights. The Board of Directors my 
authorize the Corporation to enter into an employment contract with any 
officer in accordance with the laws of the State of Maryland; but no such con- 
tract shall impair the right of the Board of Directors to remove any officer 
any tome in accordance with Section 3 of this Article 5. 

SECTION 3. Removal. Any officer may be removed by the Board of 
Directors whenever in its judgement the best interests of the association will be 
served thereby, but such removal other than for cause, shall be without 
prejudice to the contract rights if any, of the person so removed. 

SECTION 4. Vacancies. A vacancy in any office because of death, resig- 
nation, removal, disqualification or otherwise, may be filled by the Board of 
Directors for the unexpired portion of the term. 

SECTION 5. Remuneration. The remuneration of the officers shall be fixed 
from time to time by the Board of Directors. fl 
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ARTICLE VI 

CCOTRACTS, MANS, CHECKS AND DEPOSITS 

SECTION 1. Contracts. To the extent permitted by regulations of the 
Maryland Division of Savings and Loan Association, and except as otherwise 
prescribed by these by-laws with respect to certificates for shares, the 
Board of Directors may authorize any officer, employee, or agent of the asso- 
ciation to enter into any contract or execute and deliver any instrument in 
the name of and on behalf of the association. Such authority may be general 
or confined to specific instances. 

SECTION 2. loans. No loans shall be contracted on behalf of the asso- 
ciation and no evidence of indebtedness shall be issued in its naire unless 
authorized by the Board of Directors, or a oatmittee formed by them. Such 
authority may be general or confined to specific instances. 

SECTION 3. Checks, Drafts, Etc. All checks, drafts, or other orders 
for the payment of money, notes or other evidences of indebtedness issued in 
the name of the Corporation shall be signed by one or more officers, employees 
or agents of the Corporation in such manner as shall from tine to time be 
determined by the Board of Directors. 

SECTION 4. Deposits. All funds of the Corporation not otherwise em- 
ployed shall be deposited from time to time to the cedit of the Corporation 
in any of its duly authorized depositories as the Board of Directors may 
select. 

ARTICLE VII 

CAPITAL STOCK 

SECTION 1. Certificates for Shares. Certificates representing shares of 
capital stock of the Corporation shall be in such form as shall be determined 
by the Board of Directors in accordance with the laws of the State of Maryland 
and the regulations of the Board of Savings "and loan Ocimiissioners. Such 
certificates shall be signed by the President or Vice President of the Corpor- 
ation, attested by the Secretary or an Assistant Secretary, and sealed with the 
corporate seal or a facsimile thereof. Each certificate for shares of capital 
stock shall be consecutively numbered. The name and address of the person to 
whcm the shares are issued with the number of shares and date of issue, shall 
be entered on the stock transfer books of the Corporation. All certificates 
surrendered to the Corporation for transfer shall be cancelled and no new 
certificate shall be issued until the former certificate for a like number of 
shares shall have been surrendered and cancelled, except that in case of a 
lost or destroyed certificate, a new certificate may be issued therefor upon 
such terms and indemnity to the Corporation as the Board of Directors may 
prescribe. 
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SECTION 2. Transfer of Shares. Transfer of shares of capital stock of 
the Corporation shall be made only on its stock transfer books. Autl-oritv for 
such transfer shall be given only by the holder of record thereof or try his 
legal representative, who shall furnish proper evidence of such autlority, 

his attomey thereunto authorized by power of attorney duly executed and 
filed with the Corporation. Such transfer shall be made only on surrender for 
cancellation of the certificate for such shares. The person in whose name 
shares of capital stock stand on the books of the Oorporation shall be deemad 
by the Corporation to be the owner thereof for all purposes. 

SECTION 3. Issuance of Shares. Hie Board of Directors may from time to 
time authorize the issuance of additional shares of capital stock or securities 
convertible into capital stock. No additional shares of capital stock or 
securities convertible into capital stock shall be issued except in accordance 
with a plan filed with and approved by the Director of the Maryland Division of 
Savings and Loan Associations. 

ARTICLE VIII 

SAVINGS AND RELATED AOOOUNTS 

SECTION 1. Types of Accounts. The Oorporation shall be authorized to 
offer all types of savings accounts, checking accounts and other deposit plans 
as shall be authorized by applicable law and regulation. 

AKITCI£ IX 

INDEMNIFICATION 

The Corporation shall indemnify, to the full extent permitted by the laws 
of the State of Maryland, any present or former director, officer, agent, or 
employee of the corporation, who, by reason of such position, was, or is 
threatened to be made a party to any threatened, pending, or completed action, 
suit, or proceeding, whether civil, criminal, administrative or investigative, 
absent a finding of gross negligence or willful misconduct. 

ARTICLE X 

FISCAL YEAR 

The fiscal year of the Corporation shall end on the last day of July 
of each year. 

ARTICLE XI 

CORPORATE SE'-L 

The Board of Directors shall provide an Corporate seal which stall be / 
concentric circles between which shall be the name of the Corporation. The 
year of incorporation may appear in the center. 
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ARTICCE XII 

amendketts 

These By-laws may be amended at any time by a two-thirds vote of the 
Board of Directors. 
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FORM OF REVOCABLE PROXY 

P-63 

25' 



PREHUMINARY OOW 

revocable proxy 

(Solicited on behalf of the f^nagerrent of 
Ridgeway Savings and Loan Association 

for a Special Meeting of Members to be held on *) 

appoiiS °£ Savin9S ^ ^ hereby 

thp Associaticm, to be held at the prxncinal office of the Association, 1124 N. Rolling Road, BaltWe, Maryland on * 1984 at * n 
m., and at any adDOumnent thereof. He is authorised tocas? all t 
the undersigned is entitled as follows: votes to which 

YES no 

Adoption of the Plan of Conversion ("Plan"), 

/ said Plan providing 
for the conversion of Ridgeway Savings and loan 
Assocaition from a mutual type association to 
a captial stock association, including the 
adoption of amended articles of incorporation 
and by-laws for the Assocation, and any other 
matters that may lawfully ocme before the 
meeting of members in connection with the 
Plan, including the power to vote for any 
changes in the Plan which are not materially 
adverse to the interest of the manbers of the 
Association, are deemed advisable to the 
Board of Directors of the Association and 
are approved the Director of the Division   I 
of Savings and Loan Association   '  

In their discretion, on any matters that may 
lawfully come before the rreeting 

NOTE: Management is not aware of any other 
matter that may core before the Meeting 

THIS PROXY WILL BE WTED FOR EACH OF THE PROPOSITIONS 
STATED IF NO CHOICE IS MADE HEREIN 

These spaces intentionally left blank. 
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Votes will be cast in accordance with the Proxy and the Plan will be 
adopted even if one or more of the other propostions are not aporoved by 
the members. 

Should the undersigned be present and elect to vote at said meeting or 
at any adjournment thereof and, after notification to the Secretary of the 
Association at said Meeting of the member's decision to terminate this Proxy, 
then the powsr of said attomey-in-fact or agent shall be deemed and of no 
further force and effect. 

The undersigned acknowledges receipt of a Notice of Special Meeting of 
the Members of Ridgeway Savings and Loan Association, called for the * day of 
*/ 1984, and a Proxy Statement from the Association dated the * day of *, prior 
to the execution of this Proxy. 

Date 

Signature 

Note: Only one signature is required 
in the case of a joint account. 

These spaces intentionally left blank. 
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ESTIMAIIED EXPENSES 
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EXPENSES INdDENI1 TO TOE CONVERSION 

* Ifigal   7,000.100 
* Postage and  ^ _ 2,000.00 

* Printing and Reproduction and Jfeiling  7/500.00 

* Appraisal Pees  9/000.00 

* Auditing and Accounting Fees  1,000.00 

* Other Expenses  l,ooo;oo 

 $27,500.00 

* Estimated 



v 

DIVISICN OF SAVINGS AND IOAN ASSOCXATICNS 

321 East Baltijnore 

Baltinore, Maryland 

FORM OC 

PKELIMINAFy SUBSCRTPTION CE'ir EKING CIRCULAR 
V  AND RELAIED OFFERING LETTERS 

RIDGEWAY SAVINGS AND LOAN ASSOCIATION 

1124 N. Rolling Road 
Baltimore, Maryland 21228 
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SUBSCRIPTICN OFFERING CIRCULAR 

RIDGEWAY SAVINGS AND LQftN ASSOCIATION 

100/000 Ccrrmon Stock Shares 
(Par Value $1.00) 

Pursuant to its Plan of Oonversion, Ridgeway Savings and Loan Association 
(Ridge^y Savings or the "Association") is offering rights to subscribe for 
100,000 shares of conmon stock to be issued upon conversion of the Association 
rran mutual to stock form. Such rights are being offered to savings account 
holders as of January 31, 1984, certain current savings account holders and offi- 
cers, directors and other employees of the Association. Reference is made to 
Subscription Rights and Direct Oommunity Offering", page 7 of the Proxy State- 

ment, dated * which is enclosed herein ("Proxy Statement"). 

All subscription rights are nontransfexable and will expire if not exer- 
cised by returning the aoccrtpanying order form (blue card) along with full pay- 
ment (or appropriate instructions authorizing withdrawal fron a savings account) 
for all shares for which subscription is made to the Association by 5:00 p.m.. 
Eastern Time, * • Such expiration date is subject to extension by the 
Association with the consent of the regulatory authorities. It is anticioated 
that, in the event not all of the sares are subscribed for in the subscription , 
offering, then the remaining shares will be offered in a direct ccrmtunity offer- 
ing by the Association giving preference to natural residents of 
County, Maryland. See "Timing of Offering and Nature of Subscriptions", p. 7 
hereof and Subscription Rights and Direct Ocmnunity Offering", p.H of the Proxv 
Statement. Regulations require that all shares be sold. 

THE ASSOCIATION HAS NEVER ISSUED STOCK IN THE PAST AND IT IS NOT /ANTICIPATED 

'mAT A PUBLIC MARKET WILL DEVELOP FOR THE CAPTIAL STOCK OF TOE ASSOCIATION DESCRIB 
ED HEREIN. TOE ASSOCLATICN, WILL, HOWEVER, USE ITS BEST EFFORTS TO FOSTTCR A 
MARKET FOR ITS SHARE THROUGH TOE MATCHING OF BUY AND SELL ORDERS. 

TOE ASSOCIATION'S CONVERSION TO A STOCK ORGANIZATION IS CCNTINGENT UPON 
APPROVAL OF TOE ASSOCIATION'S PLAN OF CONVERSION BY ITS MEMBERS AND UPON TOE 
SALE OF ALL SHARES OFFERED PURSUANT TO THE PLAN OF OONVERSION. 

TOESE SHARES HAVE NOT BEEN APPROVED OR DISAPPROVED BY TOE MARYLAND DIVISION 
OF SAVINGS AND LOAN ASSOCIATIONS OR TOE MARYLAND SAVINGS-SHARE INSURANCE CORPOR- 
ATION, NOR HAS SUCH DIVISION OR CORPORATICN PASSED UPON TOE ACCURACY OR ADEDUACY 
OF TOIS OFFERING CIRCULAR. ANY REPRESENTATION TO TOE CONTRARY IS UNLAWFUL. 

''This space intentionally left blank. 
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OFFERING CIRCULAR SUT-MARY 

The following infonnation with respect to the Association is qualified in 
its entirety by the detailed information and financial statements apoearinq in 
the enclosed Proxy Statement which is incorporated in its entirety by reference. 

Ridgeway Savings and Loan Association is a Mary lard- 
chartered mutual savings and loan association which be- 
cf^n operations in 1955 • SincG 1961 its savings dGoosits 
have been insured, currently up to $100,000 for each de- 
positor , by the Maryland Savings—Share Insurance Corpor- 
ation (MSSIC).- The Association's business is conducted 
through its office at 1124 N. Rolling Road, Baltiirbre, 
Maryland. 

The principal business of the Association is to accept 
savings deposits from the general public and to make 
mortgage and other loans. Its inccme is derived largely 
from "interest and fees in connection with such loans. 
Its principal expenses are interest paid on savings 
deposits and its operating expenses. 

The Association is in the process of converting from a 
mutual to a stock-owned association. The resulting 
increase in the net worth of the Association as a result 
of the sale of the Conversion Stock will support future 
savings growth and thereby permit increased mortqaqe and 
other lending. 

shares of ccmron stock a $ per share. 

The Association does not anticipate paying cash dividends 
at this time. The Association may, however, pay stock 
Dividends on its outstanding shares. 

To be umiedlately invested in short term investments and 
as the denand for mortgage and other loans increases, to 
be invested in real estate loans and other permissible 
investments. 

SELECTED FINANCIAL DATA: 

The table immediately following sets forth certain financial information 
about the Association at the dates indicated: 

2 ~ < i 
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TOE ASSOCIATION: 

THE CONVERSION: 

THE OFFERING: 

DIVIDENDS: 

USE OF PROCEEDS: 



SUBSCRIPTICN ESTIMATED ESTIMATED 
PRICE (1) EXPENSES (2) NET PROCEEDS 

Per Share 

TOTAL 

J1' i® explalned Pricing", page _ of the Proxy Statarent, ^cunent aggregate value of the stock being issued b/ the tesociation is 

independent appraisal of the Assocation as of * 1984 The 

cSion^nSv value will be determined at the time of closing of the A^so- 
d st^.offer;mg.and is subject to change due to chaning market condi- 

^ ^T^egUia?LOnSePernU"t 3 Change of "P to 15% in the'final valuation (with- 
beiSa i^^f ^ t0 $ ^ ^ aggregate value of the stock 

^ i! re^ulred' Wl11 156 acoorplished through an appropriate adjustment in the number of shares being offered (within a range of frm 

J es) • In ^ event of adjustment, subscribers will be contacted regarding an appropriate change in their purchase orders. 

^ <2) includes estimated printing, postage, legal, accounting and miscell- 

■ Assscriation imst pay in connection with the conversion, 
offSl^. Association offers its unsubscribed shares in a direct cormunity 

THE DATE OF THIS OFFERING CIRCUIAR IS * 

This space intentionally .left .blank 
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Follwing camp]etion of the conwrsion, Ridgeway Savings vi] 1 forward stock 
certificates to purcliasers of conversion stock. 

It is the opinion of special counsel for the Association, Robert B. Greenwalt, 
that the capital stock is exmpt from the registration requirements under the Secur- 
ities Act of 1933 pursuant to Section 3(a) (5) thereof. Therefore, the capital stock 
offered hereby has not been registered with the Securities and Exchange Ccrmission. 

FOR DETAILS REGARDING TOE PLAN OF CONVERSION AND OTOER PERTINENT INFORMATION 
REIATING TO TOE SHARES BEING OFFERED, TOE OFFEREE IS REFERRED 10 THE PROXY STATE- 

AND PLAN OF CONVERSION EUCDDSED HEREIN. THE PLAN OF CONVERSION1 AND PROXY STATE- 
MENT, WITH ATTACHMEOTS, ARE SPECIFICALLY INCORPORATED HEREIN BY REFERENCE. 

No person has been authorized in connection with this offering to give any 
information or to make any representation not contained in this Offering Circular, 
and, if given or made, such information or representation must not be relied upon 
as having been authorized. This Offering Circular does not constitute an offer of 
any securities other than those to which it relates or an offer to any person in 
any jurisdiction where such offer would be unlawful. The delivery of this Offering 
Circular at any time does not imply that the information herein is correct as of any 
time subsequent to its date. 

TIMING OF OFFERING AND NATURE OF SUBSCRIPTIONS 

All subscription rights offered hereby are non-transferable and will expire if 
not exercised by returning the accompanying order form (the blue card) with full 
pa\-ment (or appropriate instructions authorizing withdrawal frcm a savings account) 
for all shares for which subscription is made to Ridgeway Savings by 5:00 P.M. Eastern 
Time, • Use the enclosed postage-paid envelope (blue ink) to return your sub- 
scription. Such expiration date is subject to extension by the Association with the 
consent of the regulatory authorities. In the event not all of the shares are sub- • 
scribed for in the subscription offering, then the remaining shares will be offered 
to the general public in a direct oonmunity offering. Under the Association's Plan 
of Conversion and the regulations of the Maryland Savings and Loan Division, the 
sale of all shares must be ccmpleted within 45 days after the close of the subscrip- 
tion offering, unless extended by the Association with the consent of the regulatory 
authorities. Once tendered and accepted by the Association, subscription orders may 
not be revoked. As noted under "Stock Pricing", page 10 of the Proxy Statement, 
the number of shares being issued may be increased or decreased from the currently 
contemplated offering of 100,000 shares by up to 15% (within a ranqe from 
shares to shares) if required by changinq market conditions from the time of 
corrmencement of this offering until its completion. 

C-7 
| » 

^ O ~ vi 



(Ridgeway Savings Letterhead) 

Dear Member: 

The Maryland Board of Sayings and Loan Oormissioners has recently approved 
an application sufcrnitted by Ridgeway Savings and Loan Association whereby Ridge- 
way Savings will be converted fron a mutual association to a caotial stock asso- 
ciation. 

, FVrsuant t*5 Plan of Oonversion, we are enclosing a proxy statement around 
which is a Subscription Offering Circular. 

^ very important that you sign and return your Proxy (the enclos- 
ed white card) to Ridgeway Savings on or before * , when a Special Meeting 
of the Members will be held at the main office of the Association, 1124 N. Rolling 
Road, Baltimore, Maryland, ccrmencing at * p.m. At that time, the members of the 
Association will consider and \rote upon the Plan of Conversion. 

The Board of Directors and management believe conversion will be beneficial 
to the Association and its account holders, and reocnmend that you vote "FOR" the 
Plan of Conversion. Voting for the Plan of Conversion does not in anyway obligate 
you to buy stock in the Association. Buying stock is an entirely separate matter 
discussed later in this letter and in the accompanying offering materials. 

• u the Plan of Conversion is approved by the members and implemented, voting rights in the Association will be vested in the holders of the Association's ccrmon 
stock. The conversion will not affect the Association's management, the balance 
or interest rates on your savings accounts, nor existing insurance of your savings 
account by the Maryland Savings-Share Insurance Corporation. 

IN ORDER THAT WE MAY CONVERT TO A STOCK FORM OF ASSOCIATION, IT IS IMPERATIVE 
TOAT YOU REVIEW TOE ENCLOSED PROXY STATEMENT (WHICH IS INSIDE TOE SUBSCRIPTION. 
OFFERING CIRCULAR) , AND IMMEDIATELY RETURN TOE WHITE PROXY CARD WHICH IS LOCATED 
IN TOE SEPARATE POCKET BEHIND TOE WINDOW OF TOE MAILING ENVELOPE. IF YOU RECEIVE". 
MORE THAN ONE PROXY CARD, PLEASE SIGN AND RETURN EACH OF TOEM. A PREPAID, SELF- 
ADDRESSED ENVELOPE (BLACK INK) IS ENCLOSED FOR THIS PURPOSE. 

Your vote is important - 
failure to return your proxy card counts as a no vote. 

* This space intentionally left blank. 
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In addition to the prory materials enclosed hei-e»-ith. w have also include 
a Subscription Offering Circular, winch is vrapned around the Proxv sSt^nt 

^ PrOXy S,:ata^ by refereSe, as well as aTSd^STlhe lue card) for any stock in the Association you may wish to Durchase All orders 

Snve^TtS^S^^ ^ ^ MOTber aPPrDVal 0f ^ P1- ^ 

2!! Plan' 016 Present ^ certain fonrer depositors of the 
capital stock U non-transferable subscription rights to purchase 

pr^SrS^ alo^in^er^Mtl^sS^ol p^S^ 

^irectors' officers and arployees of the Association my exolain 
factual mfomation contained in the offering materials, they are noT^Stf^ 
to give investoent advice regarding the purchase of stock in the AssociJtSn Fn^ 

P1?fse y0"1" maximum share entitlement as it appears on the blue Ordpr 
P115 number represents the maximum number of shares that you are entitled 

purchase^as 1^1^25°^^^^ ^ ^^^ion (a^scSLTmy1^ 

k1 Sab^r^^y 
box« the Order fo^id^lor^^S. "p^S^lS aTto^' ^ 

WISH TO^^S^ 0[n
SHAPES" ***> DUE" ON THE ORDER FORM IP YOU 

^ ORDER „ 

If you are paying for shares by means of withdrawal frcm vour savinoc: ar-- 

p ^^f^iuiT^^o^a^ryow":ssr 

£Lraf ~^~r^^-wSur^sS^ zsr ithdrawal penalty or loss of accrued interest normally associated with a d-p 
nature withdrawal. If following the withjraw,!, the reLSS^ SSnce^s lesfthan 

^SSr^reSCrlb?? by rc^ulations' 016 certificate will be cancelled and the remaining balance will earn interest at the passbook rate. 

amDuni?r^fTati?n Wil1 ^ ;Ljlterest at not iess than tlvs passbook rate on all amounts paid for its conversion stock in cash, or by check or nonev order <Ym 
the date pa^nt is received until the date the conversSn ?s Sol^d 

~ C c ^ . • , 



If you decide to bay stock, you should properly and fully execute the blue 
Order Form and date it. Indicate in the space provided your social security 
number (or federal tax identification number in the case of purchases for corp- 
orate, partnership or fidicuiary accounts) and your exact name and address (if 
different from that shown on the Order Form). 

IN ORDER TO PURCHASE SHARES, THE COMPLETED AND FULLY EXECUTED ORDER FORM 
(BLUE CARD) , TOGETHER WITH PAYMENT FOR SHARES, MUST BE RETURNED TO AND RE- 

CEIVED BY THE ASSOCIATION AT OR BEFORE 5:00 p.m., EASTERN TIME, ON * 
USE THE POSTAGE PAID REPLY ENVELOPE (BLUE INK) TO RETURN YOUR ORDER FORM. 

Assuming the Plan of Conversion is approved at the Special Meeting, the 
Association expects to review the stock subscriptions received prcrnptly after 
the ccmpletion of the subscription offering. After review, you will be noti- 
fied as to the number of shares it is finally determined which you are entitled 
to purchase and the price per share, and if your subscription cannot be com- 
pletely filled, or a downward price adjustment occurs, then an appropriate ad- 
justment will be made in your order. If there are additional shares avilable, 
after the completion of the subscription offering, you will be notified as to 
the number of additional shares which you may purchase. 

PLEASE REMEMBER THAT THE SUBSCRIPTION RIGHTS THAT ARE GIVEN TO YOU PURSUAN] 
TO THE PLAN OF CCMVERSION ARE PERSONAL IN NATURE AND ARE NON-TRANSFERABLE. ( 

If you have any questions, please feel free to call us at (301) 744-0444. 

Thank you for yoru continued interest in Ridgeway Savings. 

Sincerely 

* This space intentionally left blank. 
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(Ridgeway Savings Letterhead) 

Cear Friend: 

srs-s ss.Ti.n ssar ss^s2ri,;as-«* 

r ssss^^srssusss?-i- .s^L 

^ 19fl0rSi^;ThiJate that ^ V^re a ^P051^ this Association on 
plicable ^ ^ ^ CUrrently a ^Positor. Therefore, under ap- 
^e Ass^L^r^ oTc^eSor^e^SSefS S^S^Se^ 

roff^ - ^ STs sV 

oT3^-1" ^1S SubscriPtlon Offering are contingent upon adootion of tS Plan of Conversion at a Special I^eting of Nfembers to be held Z 
anticipates that the Members will approve and adopt the Plan^tTh^ Special^et- 

usPd t^is letter ^ 311 Offering Circular and an Order Form to be used should you decide to purchase any stock in the Association YOU ARF NCrr 

ANY ™ 'mE fSSCC:arIa> 0R Y00 Pui™SE A PORTION 

„™Jn connec5ion "i"1 ^ stock offering, you should be aware of the following procedures we have adopted in order to effectuate the subscription process. 

M?lle ,.the dlrectors, officers and employees of the Association may explain ual information contained in the offering materials, they are not permitted 
to give investment advice regarding the purchase of stcx^k in the ASocSSSn 
For ^formation about the Association, the Plan of Conversion LTSS rSated - 

HOU should read ^ Subscription Offering Circular acccmnanying this letter and review the Proxy Statorvent it incorporates. ^ ^ 

Th-io Pleffe yOUr maxlIT1um share entitlement as it appears on the Order Form his number represents the maximum number of shares that vou are entitled to pur- 
chase as a former member of the Association (a subscriber" mny purSS 2 Utte 

JJ ^eS •f^) • ^ assurance can be given that the toS number of shares thereon will, m fact, be available for purchase by you. if you wish to 
purchase additional shares, if available, you should check the box on the Order 

2d PUrPOSe- F°r as to the method of ea^u2Sn 
Prow JOU ^ referred to the "Stock Pricing" Section of the Proxy Statement enclosed herewith. 

C-ll 
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PLEASE COMPLETC "NUMBER OF SHAKES" AND "TOTAL DUE" ON THF ORH^P ttt V^M 
WISH TO PUPOIASE ANY SHARES. ADDITIONALLY, PLEASE DESIGNATE W THE ORDFR 
IN THE APPROPRIATE PIACE, 1HE ME^OD OF PAW^ Tm~^ ' 

acooJS raS0^?^"111 pay>teres* ^ ^ less than the passbook rate on all 
the dati* Svmo ? • conversion stock in cash or by check or money order, from the date payment is received until the date the conversion is closed. 

!2,r»~r ^ ^srsi. 

- ^ ORDER TO PURCHASE SHARES, THE OOMPI£TED AND FULLY EXECUTED ORDFR FTiRM irv- 

Sa^T™f^^.MR
P
S|rRE?i^ BE REOTRNED 10 w® IECEIVED BY TOE associA- ^ 'ftJ- UK HEruRE 5.00 P.M., EASTERN TIME, ON * 

. .^SU™^the Plan.0f Conversion is approved at the Special teetinq, the Asso- 

pletion ^ reV:LeW ^ stock subscriptions received prcrptly after the ccm- 
S! vi ^ offering. After review, you will te notifiS 

• shares it is finally determined which youare entitled to purchase and the price per share, arri if your subscription ca^noTbe cSplSelS fSSd ^ 

order Tf1?^ .cxrcur, then an appropriate adjustment will be made in fR: 
^^^ 6 are.addltlonal shares available after the ccmoletion of s^bSrip^ 
you SSsT" "l11 1,5 th® """ber of addiuinal shares «hich 

TO ^ ?^5CRIPTI0N 1,1(3113 TOAT WE GIVEN TO YOU PURSUANT iU IHE PLAN OF OONVERSION ARE PERSONAL IN NATURE AND ARE NON-TRANSFERABLE. 

If you have any questions, please feel free to call us at (301) 744-0444. • 

Thank you for your continued interest in Ridgeway Savings. 

Sincerely, 

* This space intentionally left blank. 
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PROPOSED SUBSCRIPTION ORDER PQFM 
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RIDGEHMf SAVINGS AND LQfiN ASSOCIATION 

EXHIBITS TO 

APPLICATICN FOR APPROVAL OF CONVERSION 



Sljoix\t Qlttnuxill, £/iq. 

cl jCtm 

tiaj VltAlh {Rolling Sioal 

Calontvillt, <5%laiyland sibsS 

SItLfJtont joi - jftj-otqij 

May 1, 1984 

Board of Directors 
Ridgeway Savings & Loan Association 
1124 North Rolling Road 
Catonsville, Maryland 21228 

RE: Application for Approval of Conversion 

ladies and Gentleman: 

Pursuant to your direction, I have prepared an Application for 
Approval of Oanversion with the assistance of the Executive Vice-President, 
your acoountant, Mr. David Wakely, and Trident Financial Corporation, the 
appraiser. 

Please be advised that it is my opinion that the Application can- 
plies in every particular with Maryland law as codified in the Financial 
Institution Article, sec. 9-601, et. seq., and the Code of Maryland Regula- 
tions 09.05.01.21. 

Please also be advised that as of this date the appraisal of the 
Association has not been ccnpleted. The appraiser has stated that the ap- 
praisal will be ccnpleted by May 31, 1984. The Application does not include 
a quotation of stock prices and other figures dependent upon the appraisal. 
Ihe submitted Application will be supplemented with those figures when 
available. 

Upon adoption of the Plan at your next meeting, the Application 
t"6 suimitted to the Director, Division of Savings and Loan Associations. 

Very truly yours. 

Robert B. Greenwalt 

RBG/mlm 

2593 



CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANT 

BOARD OF DIRECTORS: 

I hereby consent to the use in this application for Approval 
of Conversion of our reports dated Februrary 21, 1984, and 
September 8, 1983, relating to the financial statements of Ridge- 
way Savings and Loan Association for the six-month period ended 
January 31, 1984 and the years ended July 31, 1983 and 1982 
respectively, appearing in the Offering Circular and Proxy State- 
ment which is part of such Application for Approval of Conversion 
and to the implied reference to us under the heading "Experts" ' 
in such Offering Circular and Proxy Statement. 

David W. Wakeley, CPA 

April 19, 1984 

2594 



TInIDI-NT riNAN( ".lAI. ("•( )|\,|'()k^Vl"l( )N 
Ajijirni/^TK tinfi (\*nsullnnts 

«./<) 
1700 PCNNRY1VANIA AVCNUf.N W 

WAS M If4« • I « , |l <' .*00O« . 
• 2021 '/37 - t>3b3 

April 30, 1984 

Mr. Robert B. Greenwalt, Esquire 
Atiorney af Law 
II. ! f-.'urlh Roll'mp Ro.icl 
Catonsville, Maryland 21228 

Dear Mr. Greenwalt: 

We have been retained by Ridgeway Savings and Loan Association of 
Catonsville, Maryland ("Ridgeway" or the "Association") to determine the pro 
forma market value of the shares of stock to' be sold by the Association in 
connection with the conversion of the Association to a stock savings and loan 
association. 

Towards this end, we have reviewed a preliminary draft of the 
Association's Application to be filed with the Division of Savings and Loan 
Associations of the State of Maryland and alr.o reviewed preliminary drafts of 
financial statements and other financial information lo be included with 
Ridgeway's Application. We have also conducted an investigation of Ridgeway 
which has included discussions with the Association's management, with the 
Association's independent accountant and have also visited the Association's 
primary market area. 

We are currently reviewing the Association's financial statements and other 
financial information and have requested additional financial data that we feel 
aro necessary fo?- the completion of our independent appraisal. Assuming that 
such requested data are forthcoming in a timely lashion, wc anticipate 
completing and submitting an appraisal to accompany Ridgeway's Application for 
Conversion by June 1 , 1984. 

Yours very truly, 

TRIDENT FINANCIAL CORPORATION 

Richard C. Marcis 
Senior Vice President 

RCM/rnsa 
M Add;'. II 
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$ld>e\l 3$. Qiunwill, £sq. 

May 1, 1984 

Board of Directors 
Ridgevray Savings & Loan Association 
1124 N. Rolling Road 
Catonsville, Maryland 21228 

RE: Application for Approval of Conversion 
Federal and State Tax Opinion 

Ladies and Gentlemen: 

Pursuant to your request, and in connection with the referenced 
Application, this letter will serve as my opinion as to Federal and State 
incane tax consequences of the proposed conversion. 

After reviewing the application and the relevant provisions of 
Federal and State law, I am of the opinion. that: 

(1) Although the conversion will constitute a reorganization, 
the conversion will have no effect on the federal income tax 
treatment of the Association with regard to gain or loss to 
the Association and eligible account holders. 

(2) In that the State of Maryland will treat the conversion 
in like manner as the federal goverrment, no state inocme tax 
consequences will result frcm the conversion. 

Very truly yours, 

Robert B. Greenwalt 

KBG/mlm 



TRIDENT FINANCIAL CORPORATION 
Appraisers and Consultants 

post orricc box 23ce 
N C W BCRN. NORTH CAROLINA 26500 

<0101 C33-tOei 

September 13, 1983 

Board of Directors 
Ridgeway Savings and Loan Association 
Route 40 & Rolling Road 
Catonsville, Maryland 21228 

Gentlemen: 

This letter sets forth the agreement between Ridgeway Savings and Loan 
Association (the "Association") and Trident Financial Corporation ("TFC") 
whereby the Association has engaged TFC to determine the pro forma market 
value of the shares of common stock which are to be issued and sold by the 
Association in connection with the conversion of the Association into a stock 
savings and loan association. 

TFC agrees to deliver the valuation, in writing, to the Association at the 
above address on or before a mutually agreed upon date. Further, TFC 
agrees to perform such other services as are necessary or required of the 
appraiser in connection with comments from the staff of The Division of 
Savings and Loan Associations relating to the appraisal and the preparation of 
appraisal updates as requested by the Association or its counsel. It is 
understood that the services of TFC under this agreement shall be limited as 
hereinabove described. 

The Association shall pay to TFC for the initial appraisal valuation report a fee 
of Seven Thousand Five Hundred Dollars ($7,500) plus a fee of One Thousand * 
Five Hundred Dollars ($1,500) for the final appraisal update. Payment 
hereunder shall be made as follows: 

1. Two Thousand Five Hundred Dollars ($2,500) upon execution of 
this appraisal letter of agreement. 

2. Five Thousand Dollars ($5,000) upon delivery of the initial 
appraisal report. 

3. One Thousand Five Hundred Dollars ($1,500) upon completion of 
the final appraisal update. 

4. Out-of-pocket costs are to be paid as incurred and billed. 

25,97 
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Board of Directors 
September 13, 1983 
Page 2 

Should the Association enter into a merger agreement with another savings and 
loan association prior to completion of conversion, an additional fee in an 

to be dually agreed upon by the Association and TFC. shall be paid 

the execS cHhl'Trger 'agreement'"1 ^ aPPraiSal UPdate reP<>rt ,0n0,"ln8 

L0rehy\C
g%eYsC,st0

fcncltr SerViCeS h<!"inab<)ve ^-ribed, .he Association 

1. The Association shall supply to TFC such information with 
respect to its business and financial condition as TFC 
reasonably may request in order to make the aforesaid 
valuation. Such information heretofore or hereafter supplied or 
made available to TFC shall include, but not be limited to. 
annual financial statements, periodic regulatory filings, material 
agreements, debt instruments and corporate books and records. 

The Association hereby represents and warrants to TFC that 
any information provided to TFC does not and will not, at any 
time relevant hereto, contain any misstatement or untrue 
statement of a material fact nor omit to state any and all 
material facts required to be stated therein or necessary to 
make the statements therein not false or misleading in light of 
the circumstances under which they were made. 

(a) The Association shall indemnify and hold harmless TFC and 
any employees and affiliates of TFC who act for or on behalf of 

ln connection with the services called for under this 
agreement from and against any and all loss, cost, damage, 
claim, liability or expense of any kind, including attorneys fees 
and other expenses incurred in investigating, preparing to 
defend and defending any claim or claims (specifically 
including but not being limited to, claims under federal 
securities laws) in any manner arising out of any misstatement 
or untrue statement of a material fact contained in the 
information supplied by the Association to TFC or bv an 
omission to state a material fact in the information so provided 
which is required to be stated therein or necessary in order to 
make the statement therein not false or misleading. 

(b) TFC shall not be entitled to indemnification pursuant to 
Paragraph 3(a) above with regard to any claim arising where 
with regard to the basis for such claim, TFC had knowledge 
that a statement of a fact material to the evaluation and 
contained in the information supplied by the Association was 
untrue or had knowledge that a material fact was omitted from 
the information so provided and that such material fact was 
necessary in order to make the statement made to TFC not false 
or misleading. 

253S 



TRIDENT FINANCIAL CORPORATION 

Board of Directors 
September 13, 1983 
Pnge 3 

(c) TFC additionally shall not be entitled to indemnification 
pursuant to Paragraph 3(a) above notwithstanding its lack of 
actual knowledge on an intentional misstatement or omission of a 
material fact in the information provided to TFC if its valuation 
is not based upon a reasonable and careful examination of the 
business and financial condition of the Association and if such 
examination would have brought the subject fact or omission to 
the attention of TFC. 

The Association and TFC are not affiliated, and neither the Association nor 
TFC has an economic interest in, or held in common with, the other and has 
not derived a significant portion of its gross revenue, receipts or net income 
for any period from transactions with the other. 

In order for Trident Financial Corporation to consider this proposal binding, 
please acknowledge your consent to the foregoing by executing the enclosed 
copies of this letter, together with a check payable to Trident Financial 
Corporation in the amount of $2,500, within 30 days from the date hereof. 
TFC will then sign and return one copy of the letter to the Association. 

Yours very truly, 

TRIDENT FINANCIAL CORPORATION 

By: (ZM. 
Peter C. Kallop ^ 
Senior Vice President 

AGREED TO: 

RIDGEWAY SAVINGS AND LOAN ASSOCIATION 

By 

PCK:bwr 
B0073.9 



DAVID W. WAKELEY 
CEimFiCD PUBUC acoouktavt 

V31S OLD SCACGSVILLE BOO 
ULUCEl. MARKUINO 30707 

776-7739 

Board of Directors 
Ridgevay Savings L Loan Association 
Baltimore, Maryland 

Ve have examined the .»ta;teoent of financial. condition of 
Ridgeway Savings, and Loan Association'as of July-31, 1983 
and 1982, and the related statements of income, undivided 

• profits and changes in financial jposi.tlta for the-years 
then ended. Our examination was made in accordance with 
generally accepted auditing stan<Urds, ind accordingly in- 
cluded such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir- 
cumstances. 

In our opinion, the accompanying statements present fairly 
the financial position of Ridgeway Savings and Loan Associ- 
ation at July 31, 1983 and 1982,^and th* results of its opera- 
tions and changes in financial position for the years then 
ended, in conformity with generally, accepted accounting princi 
pies applied on•a consistent basis after restatement for the 
change with which I Concur, in the-me thod of accounting for 
interest earned on mortgages as described iii Note 5 to the 
financial statements. 

September 8, 1983 

2 G (i f * 
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R1.DC1.VAY SAVIKCS AKD LOAN ASSOCIATION 

STATEMENT. OF FINANCIAL CONDITION 
July"31,•1983 *nd 1982 

ASSETS 

Cash 
Lomis receivable (Note 2) 
Office prpperties- & '.equipmeiit, it coat, 

1983 «nd $46,491' 1982 (Note 1) 
D*po»ita with, Maryland Savings Share 

Insurance Corp.* (Note 3) - 
Ground renta" owned " 
Prepaid expenaea fi. other assets 
Recoverable income taxes • 

1983 

^ *97,361 
6,560,590 

150,232 

•166,500 
7,583 
5,985 

. 35.032 

LIABILITIES'-AND UNDIVIDED PROFITS 

Liabilities: 
Savings Accounts (Note 3) 
Notes payable • 
Advances by borrowers.for taxes & ' 

insurance 
Accounts payable d accrued expenses 

Undivided Profits: (Note 4) 
Appropriated to General Reserves 
Unappropriated ' 

$7,593,132 
100 

148,920 
4.283. 

' 7,746.435 

308,533 
(131.685) 

176.848 

1982 

$ 106,207 
5,756,238 

157,459 

153,300 
>,583 
3,878 

17,970 

$6.20?.6^'i 

$5,861,643 
' 100 

98,114 
1.725 

5,961.582 

308,533 
(67.480) 

241,053 

$2$6.202,6^ 

See Notes to Financial Statements. 

2601 
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ridgevay savings and loan association 
STATEMENT OF OPERATIONS 

For the years ended July 31, 1983 *nd 1982 

Income: 
Interest on loans 
Loan fees 
Interest on investments 
Cain on sale of real estate 
Other 

1983 

693,356 
14,158 
52,270 
4,091 

w 

768.954 

• 1982 

'605,334 
8,163 

21,067 

3,959 

638.523 

Expenses: 
Interest on savings accounts 
Interest on advances and borrowed- 

money 
General and administrative expenses 

Loss before recovery of federal 
income taxes 

Recovery of income taxes 

Net loss 

706,242 

13 
144.904 

851,159 

(82,205) 

18,000 

$ 64.205 

572,874 

21,155 
122.661 

716.690 

(78,167) 

12,522 

$ 65.645 

See Notes to Financial Statements, 

2602 
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RIDGEWAY SAVINGS AND LOAN ASSOCIATION 
STATEKENT OF RESERVES AND UNDIVIDED PROFITS 
For the years ended July 31, 1983 and 1982 

Appropriated to General Recervesi 

Balance beginning of year 

Balance end of year 

Unappropriated: 

Balance beginning of year 
Allocationg of net (loss) 

Balance end of year 

Total reserves and undivided profits " 

See Notes to Financial Statements. 

1983" 

$308.533 

308.533 

' (67,<.80) 
(64.205) 

(131.685) 

*176.848 

1982 

$308.533 

308.533- 

(1,835) 
(65.645) 

(67.480) 

$241.053 



RIDGEVAY SAVINGS AND LOAN ASSOCIATION 
STATEMENT-OF CHANGES IN FINANCIAL POSITION 
For. the yetrs ended July 31f 1983 and 1982 

Funds were obtained frocu 
Operations: 

Net income (losu) 
Add: 

Depreciation & other items 

Total from operations 

Net increase in accounts payable 
Net.increase in savings accoOnts 
Decrease in prepaid expense 
Increase in advances by borrowers 

1983 

$ <&, 205) 

11.083 

2,558 
1,731,489 

50.806 

1982 

$(65,645) 

10.894 
* ■ i 

(53,122) (54,751) 

866 
648,975 

1,273 
6.443 

$1.731,731 $602.806 

Funds were used for: 
Increase in cash 
Net increase in loans 
MSSIC deposits 
Properties and equipment 
Repayment of notes 
Increase in prepaid expense 
Increase in recoverable income taxes 

891,154 
804,352 

13,200 
3,856 

2,107 
17.062 

$ 72,648 
326,295 
17,900 
1,291 

175,000 

9,672 

Sl-731-731 S60?.806 

260.? 

See Notes to Financial Statements 

-5- 



RIDGEVAY SAVINGS AND'LOAN ASSOCIATION 
July 31, 1983 and 1982 

NOTES TO FINANCIAL STATEMENTS 

1. Summary of significant accounting policies. » 

Accounting Method. The Association accounts for Its Income 
and expenses on the accrual basis of accounting. 

Depreciation^ The Association computes depreciation on the 
straight-line method for financial reporting and federal 
income tax purposes. The estimated useful lives used to 
compute depreciation is - buildings, 30 yearsj equipment, 
5-15 years. 

2* Loans Receivable. Loans receivable at July 31, 1983 and 1982 
consisted of the following: ' 

First mortgage loans 
Insured loans 
Loans to depositors, secured by 

savings 

3. Savings Account Analysis. 

Balances by interest rate 

Passbooks 6 - 
Certificates: 

Variable - more than 87. 
All-Savers and IRA's 

1983' 

$5,"606,617 
857,974 

95.999 

1982 

$4,718,442 
948,030 

89.766 

^.756.2?8. 

1983 

$2,247,462 

5,271,903 
73.767 

3,025,057 
529.762 

$7-593,132 $5.861.641 

t*' Undivided Profits. In connection with the insurance of savings 
accounts, the Association is required to maintain a reserve. 
The reserve which aggregated $308,533 at July 31, 1983, is not a 
valuation allowance and has not been charged against earnings. 
It represents a restriction in the undivided profits of the 
Association". 

The Association is allowed a apecial bad debt deduction limited 
generally in the current year to 407. of otherwise taxable income 
and subject to certain limitations based on aggregate loans and 
savings account balances at the end of the fiscal year. If the 
amounts that qualify as deductions for federal income purposes 
are later used for purposes other than for bad debt losses, they 

V e subject to federal income tax at the then current corporate rate. Undivided profits at July 31, 1983, include $120,757 for 
which federal income tax has not been provided. 

-6 28 Ob 



ridgevay savings and loan association 
July 31, 1983 and 1982 

« 

NOTES TO FINANCIAL STATEMENTS 

, * PrlnelP'"- •"« Association ch.ng.d froo 
? •cco'mcl°« *or Interest Income on nortg.ge 

effect^ "" *ccn,'l b«l» of eccounttng, 
I " "/" l"c*1 !re*r ende<1 July 31, 1983. the prior ye«r h«3 been re.uted to give effect to thi. chenge. 

thJ3,o^!nsJ ,'"n t0 lncre*" income for IVW, 520,761 and 1982, ^$18,579. 



RIDGEVAY SAVINGS fi. LOAN ASSOCIATION 
GENERAL AND ADMINISTRATIVE EXPENSES 
Years Ended July 31, 1983 and 1982 

1983 1982 

sMSiTJr-"- * -i-sj ? lit: 

".lit Auto and travel 2 951 2 317 

"tpen" 2;:s" 
SUtlonery .od po.t.g, ^^0 ^ 

Repairs and maintenance 5*562 
Taxes other than income 12)003 10*444 

Other' S 44 '^=0 ' 2«837 2,596 

^l^-904 $122.661 

-8- 

26 07 







OLt i.OI UC.&KLG. 
DIV Of SW »' 1 Of *' 

jaw i6 m 

RIDGEWAY SAVINGS AND LOAN 
ASSOCIATION 

Catonsville, Maryland 

APPRAISAL REPORT 

Valued as of May 16, 1984 

TRIDENT FINANCIAL CORPORATION 
Suite 670 

1700 Pennsylvania Avenue, NW 
Washington, D.C. 20006 
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TRIDENT FiXANGIAL CORPORATION 

■ippratsrr* and Cpn.iullanl* 

suite 070 
i'OO pcnnsvlvania, avenue,n w. 

WASHINGTON. D C. 20006 
12021 737-5353 

June 5, 1984 

Board of Directors 
Ridgeway Savings and Loan Association 
1124 North Rolling Road 
Catonsville, Maryland 21228 

Gentlemen: 

'the common' K'of 0' the Pr° 

s»irsa^^£Sasas? ,»• arsr s 

of the StateeofaMfryrieand1.atIOnS the DlV1S'on 0< ^vings and Loan Associations 

ScSLfrCil^rr^ati^
F^a ^analyses3" o'f ' S^ f™ 'h- 

::::c::::oonss.in ^ tht p1ms - = 

independent of Lgeway PUrPOSeS Waisal. 
we are 

stated therein or necessary to make the statements therein not misleading. 

IS ba,sed on ,he Association's representation to us of the truth 

a^Won "iVC? e^dentTur^isheT.o'u^by the' As?oPc:aC^nn t 

cannotPguaranteri"" e;:aiKr""' ^ - ^e^ t^ tTeth.e^^t 

af s^cted segmems'of Z" COmPared ,A^''on's performance wifh that 
publicly-held /nd recently ToJ^^LLT ^ 

o <> 11 



■R1DENT F]N/VNCL-\L CORPORATION 

ard of Directors 
"june 5, 1984 
Page 2 

i 

in the securities markets in general and in the markets for savings and loan 
shares in particular. We have also considered the expected market for the 
Association's shares after conversion. 

It is our opinion that as of May 16, 1984 the pro forma market value of 
Ridgeway's to-be-outstanding shares was $325,000 or $10.00 per share based 
upon 32,500 shares. The recommended range of value is $276,250 to $373,750. 

Yours ve'ry truly, 

TRIDENT FINANCIAL CORPORATION 

<d. 
Richard G, Marcis 
Senior Vice President 

RGM/msa 

MA004.Q ■JRlo 
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R1DGEWAY SAVINGS AND LOAN ASSOCIATION, INC. 

Calonsville, Maryland 

APPRAISAL REPORT 

Valued as of May 16, 1984 

Prepared by: 

TRIDENT FINANCIAL CORPORATION 

Richard G. Marcis, Senior Vice President 

Suite 670 
1700 Pennsylvania Avenue, NW 

Washington, DC 20006 
202/737-5353 

Robert P. Muir, Vice President 

2407 Grace Avenue 
Post Office Box 2365 

New Bern, North Carolina 28560 
919/633-5981 
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INTRODUCTION 

We have set forth herein, Trident Financial Corporation's independent 

appraisal of the estimated aggregate pro forma market value of the stock of 

Ridgeway Savings and Loan Association ("Ridgeway" or the "Association") to be 

sold pursuant to Ridgeway's Application for Approval of Conversion 

("Application") to be filed with the State of Maryland Division of Savings and 

Loan Associations which has been reviewed by us and discussed with the 

Association's management and with Robert B. Greenwalt, Esquire, the 

Association's local conversion counsel and is included herein by reference. Pro 

forma market value is defined as the price at which the Association's stock after 

conversion would change hands between a willing buyer and a willing seller, 

neither being under any compulsion to buy or sell and both having reasonable 

knowledge of relevant facts. In making our appraisal we have reviewed and 

discussed with Ridgeway's management and with David B. Wakely, the 

Association's independent auditor, the audited statements of financial conditions 

and statements of operations for the two years ended July 31, 1983, the 

unaudited financial statements as of January 31, 1984 and other financial 

matters. 

We have visited the primary market area of the Association and have 

examined prevaiUng economic conditions and compared them with the national 

economy. We have also investigated the competitive environment within which 

the Association operates and have assessed the Association's relative strengths 

and weaknesses. We have also examined and compared the Association's relative 

performance with selected segments of the thrift industry and selected 

publicly held recently converted thrift companies. We have reviewed conditions 

for the securities markets in general and the market for thrift industry stocks 

in particular. 

-i- 261G 



Also where appropriaic, we have considered information based upon other 

public sources available to us which we believe to be reliable, although we 

cannot guarantee the accuracy or completeness of such information. The 

valuation will be updated as provided for in the conversion regulations and 

guidelines. These updates will consider, among other things, any new 

developments or changes in the Association's financial performance and 

conditions, management policies and current conditions in the equity markets for 

thrift institutions shares. Should any such new developments or changes be 

material, in our opinion, to the valuation of the Association's shares, 

appropriate adjustments to the estimated pro forma market value will be made. 

Our valuation was primarily based on financial information relating to the 

Association and the economic environment in which the Association operations, a 

comparison of the Association with selected publicly-held, recently converted 

savings and loan associations, and such other factors as we deem to be 

important. It is not intended and must not be construed to be a 

recommendation of any kind as to the advisability of purchasing the 

to-be-outstanding shares of the common stock of the Association. Moreover, 

because such valuation is necessarily based upon a number of matters, all of 

which are subject to change from time to time, no assurance can be given that 

persons who purchase shares of common stock in the conversion will thereafter 

be able to sell such shares at prices related to the foregoing valuation of the 

pro forma market value thereof. 

MA004.Q-6 
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Also where appropn.ue, Wc have' considered information based upon other 

public sources available to us which we believe to be reliable, although we 

cannot guarantee the accuracy or completeness of such information. The 

valuation will be updated as provided for in the conversion regulations and 
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Association and the economic environment in which the Association operations, a 

comparison of the Association with selected publicly-held, recently converted 

savings and loan associations, and such other factors as we deem to be 

important. It is not intended and must not be construed to be a 

recommendation of any kind as to the advisability of purchasing the 

to-be-outstanding shares of the common stock of the Association. Moreover, 

because such valuation is necessarily based upon a number of matters, all of 

which are subject to change from time to time, no assurance can be given that 

persons who purchase shares of common stock in the conversion will thereafter 

be able to sell such shares at prices related to the foregoing valuation of the 

pro forma market value thereof. 

MA004.Q-6 9R1U 
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]. OVERVIEW OF RIDGEWAY SAVINGS AND LOAN ASSOCIATION, ]NC. 

Overview 

Ridgeway Savings and Loan Association ("Ridgeway" or the "Association") 

was chartered by the State of Maryland in 1955 and its savings accounts have 

been insured by the Maryland Savings Share Insurance Corporation ("MSSIC") 

since 1961. As a state-chartered and MSSIC-insured savings and loan 

association, the Association is subject to comprehensive examination, regulation 

and supervision by both the MSSIC and the Division of Savings and Loan 

Associations of the State of Maryland. The insurance of accounts by the MSSIC 

permits the Association to more effectively compete for funds in its primary 

market area. 

The primary business of the Association has consisted of attracting savings 

deposits from the general public and investing such funds in mortgage loans on 

residential, and to a lesser extent, commercial real estate properties in the 

Association's primary market area of Catonsville, Ellicott City and Baltimore 

City, Maryland, in particular, and in Baltimore and Howard Counties, in 

general. The Association also makes loans secured by properties in the 

neighboring counties of Carroll, Anne Arundel and Hartford and in Worcester 

County. Funds have been generated mainly from savings deposits, retained 

earnings and the amortization and prepayment of mortgage loans. 

Table 1 sets forth certain financial information concerning the Association 

over the period July 31, 1979 through January 31, 1984. 

As is indicated, the Association's assets have increased continuously over 

the July 31, 1979 - January 31, 1984 interval, increasing from $5.4 million to 

$8.1 million, respectively, an increase of 50%. 

-3- 2619 
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The behavior of the Association's savings base has followed a generally 

similar pattern to that of its assets base in the July 31, 1979 - January 31, 

1984 interval. As is indicated in Table 1, total savings accounts of the 

Association have increased from $5.1 million to $7.8 million, respectively, an 

increase of 52.9%. FY 1981 was the only year in the FY 1979 - FY 1983 period 

in which total savings of the Association did not increase relative to the year 

previous. 

The volume of total loans outstanding has increased continuously over the 

July 31, 1979 - January 31, 1984 interval. As is indicated in Table 1, total 

loans outstanding have increased from $4.8 million at July 31, 1979 to $6.6 

million at January 31, 1984. The number of real estate loans outstanding have 

increased from 232 at July 31, 1979 to 264 at January 31, 1984. 

The Association has had minimal reliance on borrowed funds to supplement 

internal sources of funds. The largest volume of borrowings outstanding over 

the FY 1979 - FY 1983 period was $175,100 at July 31, 1981. As of January 

31, 1984 the Association has outstanding loans of $100. 

The net worth of the Association has declined continuously and sharply 

over the July 31, 1979 - January 31, 1984 interval due to losses incurred by 

the Association as costs of its interest bearing liabilities exceeded yields on its 

interest earning assets. As of January 31, 1984, the net worth of the 

Association totalled $178,000, approximately 39% below its level at July 31, 1979. 

As of January 31, 1984, the Association's net worth was approximately 2.27% of 

its total savings deposits. Nonetheless, the Association, as of its last annual 

closing date (July 31, 1983), was meeting both its regulatory reserve 

requirements and its minimum net worth requirements. However, there is the 

risk that should operating losses of recent years continue in the future, the 

Association will be unable to meet either its regulatory 



» 

•serve requirements or its minimum net worth requirements. However, the 

capital infusion provided by the conversion from mutual to stock form of 

organization should immediately provide the Association with much-needed capital 

to bolster its reserve base. 

Table 2 presents a summary of the Association's statements of operations 

for the period July 31, 1979 through January 31, 1984. As is indicated in 

Table 2, Ridgeway, like other savings and loan associations generally, has been 

negatively impacted by the high levels of interest rates generally prevailing 

over the 1979-1982 period. Reflecting the increased cost of funds, the 

Association's interest expenses increased by 140.4% over this period, increasing 

from $293,822 in FY 1979 to $706,255 in FY 1983. However, interest expenses 

in the first six months of FY 1984 at annual rates were up only modestly from 

;nterest expenses registered in FY 1983. 

Total interest income of Ridgeway increased from $434,990 in FY 1979 to 

$745,626 in FY 1983, an increase of 71.4%. TotaJ interest income of Ridgeway 

in the first six months of FY 1984 would, at annual rates, be 13.5% higher than 

in FY 1983. 

However, interest expenses of the Association have increased at a faster 

rate than interest income in recent years. Consequently, the net interest 

income of the Association has declined continuously over the FY 1979 - FY 1982 

period. With the general improvement in market rates of interest that has 

occurred since late 1982, the net interest income of the Association increased 

from $32,373 in FY 1982 to $39,371 in FY 1983. Net interest income has 

continued to improve through the first six months of FY 1984. 

General administrative expenses of the Association have increased from 

84, 189 in FY 1979 to $144,904 in FY 1983 and $134,364 (at annual rates) in the 

first six months of FY 1984. 
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Reflecting these considerations, the net income of the Association has 

consistently declined over the FY 1979 - FY 1983 period. The Association 

experienced losses for the three years in the FY 1981 - FY 1983 period. The 

Association's losses in FY 1982 amounted to ($65 ,645). While the Association's 

relative income position improved in FY 1983, the improvement was very modest 

as the Association continued to experience losses which amounted to ($64,205) 

in that year. 

The Association, however, has experienced a return to profitability in the 

first six months of FY 1984. The improvement in the Association's operating 

results in the first six months of FY 1984 reflect not only a reduction in 

dividend payments but also an increase in total interest income from both loans 

and investments. 

.ending Activities 

Table 3 depicts the composition of Ridgeway's loan portfolio by type of 

loan as of January 31, 1984. As of that date, Ridgeway's total loans 

outstanding amounted to $6,563,942, accounting for 81.1% of the Association s 

total assets. 

The Association, like most other savings and loan associations, has 

historically concentrated its lending activities on first mortgage loans secured 

by residential property. As of January 31 , 1984, loans on residential 

owner-occupied properties totalled $4.4 million, or 67% of Ridgeway s total loan 

portfolio. While the Association makes some amount of 5 year renegotiablc first 

mortgage loans, the vast majority of the Association's loans are 20 to 25 year 

fixed rate mortgages. The Association does not now offer variable rate or 

adjustable rate mortgages, although it intends to do so in the future, 

lidgeway also does some limited amount of commercial real estate lending. As 

of January 31 , 1984, Ridgeway had $1.6 million in commercial loans outstanding. 

-8- 
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Table 3 

Composition of Loan Portfolio 

"ti 
• 
Residential owner oocupied 
f4 .*' • 

dcrmericial Non-owner occupied 

"Second Mortgages 
trr •• 

TOonstxuctijon loans 

LL'■.' 
loans on Land 

Mi 

Dollar ftroumt 

$ 4,375,925 

1,600,478 

285,207 

194,949 

107,383 

$ 6,563,942 

Percent 

67% 

24% 

4% 

3% 

2% 

100% 

|£burce: Preliminary Draft of Association's Subscription Offering Circular 

■m, 
■Jt:.:- ■ 

• IS®' 
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Ridgeway's commercial loans arc typically secured by real estate located 

primarily in the Greater Baltimore area and includes office buildings, retail 

stores and other selected commercial real estate. Construction loans, 

exclusively for construction of residential properties, account for 3% of the 

Association's loan portfolio. 

The Association has not purchased nor sold loans in the secondary 

mortgage market. The Association also does not service any loans for others. 

Investment Activities 

Ridgeway carries a substantial investment portfolio. As of January 31, 

1984, Ridgeway had $907,434 or 11.2% of its assets in portfolio investments. 

As is indicated in Table 4, approximately half of the Association's 

investments are in federal funds with deposits in MSSIC or FSLIC insured 

institutions accounting for approximately one-third of the investment portfolio. 

A Federal Home Loan Mortgage Corporation P.C. for $40,649 accounts for the 

rest of the Association's investment portfolio. The weighted average rate on 

the Association's investment portfolio as of January 31, 1984 was 9.95%. 

Deposit Activities 

Ridgeway offers a number of programs for the solicitation of savings 

deposits from the general public. The Association, however, does not currently 

offer transactions accounts such as NOW accounts on Money Market Deposit 

Accounts. While savings activity at Ridgeway has generally increased over FY 

1979 - FY 1983, the number of savings accounts has declined over this interval, 

from 1527 at July 31, 1980 to 1250 at January 31, 1984. The decline in number 

of savings accounts and the increase in total savings deposits indicates an 

increase in the average size deposit balance at the Association. 

As is indicated in Table 5, the Association's savings deposit programs are 

limited primarily to regular passbook accounts and fixed-rate, fixed-term 

-10- 
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Table 4 

F;V' 

Institution 

ifef Maryland capital S. 6 L. 

.? Eastern S. t L. 

■Fairfax S. 4 L. 

Federal Funds0 

t r State S. fc L. 
.1-1.. 

Freddie Mac 

TOTAL 

V;^C=--- 

i-V- Source: 

■ •• • 

m 

•i 

Investment Portfolio 
January 31# 1984 

Type 

Liquid Asset 

Liquid Asset 

Liquid Asset 

Liquid Asset 

C.D.* 

Gcrverrment 
Security 

Post 

NA 

NA 

- NA 

NA 

m 

40,649.61 

Face Value 

$174,737.12 

57,495.44 

102,552.38 

425,000.00 

107,000.00 

51,695.73 

$40,649.61 $918,480.07 

Rate 

11% 

9% 

10.7% 

9.3% 

10.5% 

10.1% 

9.95% 
(weighted 
average )i 

Preliminary Draft of Association's Subscription Offering Circul 

m 

•v. 
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Table 5 
Distribution of Savings Deposits 

TW 

of Aooount Amount 
-Interest--—. • • 

Rate Mount 

Jivnaary 31, 
1983 

Interest" 

January 31 
"1564 

Rate 
Interest 

Amount Rate 

se Share A 

jjden Passbook 

} 
•rtificates with 
jbtractural 
itxirities of: 
v | 
days 

I Eft days 

I 

3 

yr All Savers 

* 
year 

f 
10 months 

Jjristmas Club 
v> 

l^nbo Accounts 

iquid Asset 

i 

$1,338,528 

968,296 

168,793 

1,649,404 

516,361 

801,336 

13,400 

5,532 

400,000 

$5,861,652 

6.00% $1,069,886 6.00% 

7.50% 1,177,576 7.50% 

7.9 - 13.2% 

9.5 - 12% 

7.1 - 12.6% 

9.5 - 16.5% 739,038 

9.5 - 14% 24,543 

6<: 4,797 

10.5 - 12% 900,000 

3,009,073 

$7,593,132 

$ 952,561 6.0C* 

1,107,333 7.50% 

623,793 9.5 - 16% 

44,426 7.5 - 12.6% 

472,346 8.6-9.5% 

9.5 

9.5 

6% 

9.5 

9.5 

16.5% 

14$ 

12% 

12% 

743,965 

28,185 

1,792 

1,205,500 

2,572,238 

$7,841,731 

9.5-16.5 

9.5 - 14 

6% 

10 - 12% 

9.5 - 10 

Source: Preliminary Draft of Association's Subscription Offering Circular 
> 
A 
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certificate accounts of varying maturities ranging from 90 days to 30 months. 

The Association has approximately $2.1 million in passbook accounts (or 26.8% of 

the Association's total deposits) which pay either 6% or 7^$ (for accounts with a 

$500 minimum balance). The interest rate paid on various savings certificates 

ranges from 9.5% on 6-months CD's to" 11.0% on one-year CD's. The 

Association's most popular account is its Liquid Asset Account which paid 9.%5 

at January 31, 1984. The Association had $2,572,238 in its Liquid Asset 

Accounts as of January 31, 1984. The Association currently offers an IRA 

account with rates tied to 30-month CD's. The Association has at particular 

time utilized premiums and "give-away" programs in attracting savings accounts 

from customers. 

As is indicated in Table 5, the majority of the Association's savings 

deposits are in Liquid Asset Accounts where withdrawals are limited to 3 

withdrawals in excess of $500 per month. These account for 32.8% of the 

Association's total deposit base. The passbook accounts are the second most 

important savings account, accounting for 26.8% of the Association's total 

deposit base. Management has indicated that it does not currently hold any 

jumbo (i.e., deposits over $100,000) accounts. As of January 31, 1984, 

approximately 26% of the Association's deposit base was in fixed-rate accounts 

while approximately 74% of its savings base was in market rate accounts. 

Yield and Costs 

Table 6 sets forth information for the Association with respect to yield on 

earnings assets and rates paid on funds for the period from August 31, 1983 

through January 31, 1984. 

As is indicated on January 31, 1984, Ridgeway's average yield on mortgage 

loans and investments of 10.98% exceeded the average cost of its funds of 9.49% 

by 1.47%. 

MA004.Q-12 or. on 
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Table G 
Yields and Costs 

1983 and 1984 

AOS SEPT OCT NOV DEC JAN 

Weighted-average yield 9.53 13.86 11.56 11.4 11.97 10.98 
on mortgage loans and 
investments 

TOtal weighted-average 9.15 9.1 9.33 9.48 9.44 9.49 
rate paid on all interest 
bearing liabilities for 
the period 

Net Margain(spread between - .38 4.76 2.23 1.92 2.53 1.47 
weighted-average yield on 
all interest earning assets 
and total vasighted-average 
rate paid on all interest 
bearing liabilities for the 
period 
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J]. publicly-held savings and loan company comparisons 

gplection of the Comparable Group 

The best method of appraising Ridgeway is by comparison with 

actively-traded public companies in the savings and loan industry after 

adjusting for various differences in size, market area, financial strength, 

interest rate sensitivity, operating characteristics and other considerations. 

Exhibits III and IV present certain key financial and market statistics for the 

savings and loan companies listed on the major stock exchanges and all 

companies traded on over-the-counter markets on the NASDAQ (National 

Association of Securities Dealers Automated Quotation) system. The analysis of 

publicly-held savings and loans in this report is limited to associations listed on 

the major stock- exchanges or that meet the minimum number of shareholders, 

-rketmakers and trading volume requirements necessary to qualify for daily 

uotation on NASDAQ. This limitation is necessary because the publicly-held i 

shares that do not meet these requirements often do not accurately reflect 

market values due to their limited trading volume, relatively small number of 

non-control shareholders, low total market value and other factors. 

Table 7 presents average market price to book value and market price to 

net assets ratios and average dividend yields for these companies as of May 16, 

1984. 

Table 7 
Market Data for Publicly-Held S&L Shares 

May 16, 1984 

Market Price Market Price 

Where Traded 

All Savings and Loans 
New York Stock Exchange 

nerican Stock Exchange 
^ver-the-Counter 

* Companies paying dividends 

Adjusted 
P/E Ratio 

5.48% 
9.15 
4.32 
5.54 

to 
Book Value 

57.37% 
75.87 
88.68 
54.08 

to 
Net Assets 

3.04% 
2.84 
2.30 
3.07 

Dividend 
Y'ield* 

2.91% 
4.57 
3.48 
1.79 
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As a further refinement of our analysis of the publicly-held companies, a 

group of public companies has been selected that, in our opinion, appropriatelv 

illustrate relative market price levels as they relate to Ridgeway. 

The comparative public group ("Comparative Group" or "Public Group") 

selected is a subset of the actively-traded, publicly-held savings and loan 

companies as listed on the over-the-counter market. They were selected on the 

basis of the following criteria. First, an asset size limitation has been imposed. 

Savings and loans of substantially differing sizes have considerably different 

operating characteristics due to the variance in resources available to them. 

Since there are a number of smaller publicly-traded associations available for 

comparative purposes, we have limited the choice of associations for inclusion in 

the Comparative Group to those with asset sizes under $500 million so as to 

minimize the adjustment attributable to size differences between the Comparative 

Group and the Association. With the exception of First Federal Savings and 

Loan of Charleston, a $520.8 million association in South Carolina, all 

associations in the Comparative Group are in the $190 million to $360 million 

range. 

Second, all companies whose market prices are being primarily influenced 

by publicly announces mergers or potential mergers have been eliminated. 

Also, companies that are experiencing unusual market and operating conditions 

have also been eliminated. 

Third, since the general consensus that the the market tends to 

differentiate between California, Florida, Nevada and Texas associations and 

thrifts in other states. None of the public associations selected for inclusion in 

the comparative group are from California, Florida, Texas or Nevada. On the 

other hand, a deliberate effort was made to select associations from mid-western 

-16- 2632 



and eastern states. Hence the Comparative Group selected includes associations 

from states such as North Carolina, South Carolina, Virginia, Pennsylvania and 

Wisconsin with one association from Colorado. 

Once these restrictions are imposed on the universe of all publicly-held 

companies with actively traded markets for their common stocks, the number of 

savings and loan associations available as comparables declines to essentially 9 

associations. The 9 associations selected are indicated in Table 8. 

Table 8 
Comparative Group Savings and Loans 

Name of Institution 
Central Pennsylvania Savings 
Community Shares, Ltd. 
First Federal S&L of Charleston 
First Federal - Roanoke 
First Federal Savings - Raleigh 
First Financial Corporation 
First Northern S&L Association 
Home Federal of the Rockies 
Virginia First Savings 

Public Group - 9 Companies 

Ridgeway Savings 

State Assets ($000) 
Pennsylvania 220,455 

Wisconsin 197,181 
South Carolina 520,840 

Virginia 363,065 
North Carolina 274,453 

Wisconsin 353,124 
Wisconsin 218,357 
Colorado 203,707 
Virginia 284,583 

292,862 

Maryland 7,923 

The Comparative Group selected is not represented as being directly 

"comparable" to Ridgeway since this is clearly not the case if for no other 

reason than the significant differences in asset sizes that still exist between the 

Comparative Group associations and Ridgeway. However, it is comprised of a 

representative group of public companies that appropriately illustrate current 

relative industry market price levels. Conversely, the group does exclude 

those companies that clearly should be omitted, such as associations with market 

prices that are based primarily on proposed merger terms or subject to unusual 

market conditions or operating characteristics that differ substantially from 
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those of Ridgeway. Thus, the group provides a more appropriate and useful 

basis for comparison with Ridgeway that the indiscriminate use of all 

publicly-traded savings and loans. 

Exhibit V presents certain financial ratios and market data for the 

individual associations comprising the Comparative Group as of May 16, 1984, 

while Exhibit VI presents summary financial ratios and market data for the 

Comparative Group. 

Financial Comparisons ' 

Table 9 compares several measures of financial condition for Ridgeway with 

the relevant averages for the Comparative Group. 

Table 9 
Comparative Financial Condition 

(For Latest Fiscal Year) 

Ridgeway Comparative Group 
Net Worth/Savings 2.27% 7.24% 
Borrowed Funds/Savings 0.0 8.05 
Cash & Investment Securities/ 

Savings 14.40 10.78 
Scheduled Items/Assets 0.0 1.48 
Operating Expenses/Assets 2.05% 1.76% 

As indicated, Ridgeway's net worth to deposits ratio of 2.27% is 

considerably below the average for the Comparative Group of 7.24%. Ridgeway 

also carries a substantially higher level of liquidity than does the Comparative 

Group on average. At 14.4% of total deposits, Ridgeway's cash and investments 

are 3.62 percentage points above the average for the Comparative Group. 

Since Ridgeway has virtually no debt outstanding, its debt situation stands 

in sharp contrast to the Comparative Group which indicates an average debt to 

deposit ratio of 8.05%. Also, since Ridgeway currently has no scheduled items 

or slow loans on its books, its non-earning asset position is substantially 

different than the 1.48% ratio of scheduled items to assets for the Comparative 

Group associations. 
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As is indicated in Table 9, Ridgeway's operating expenses to average- 

assets ratio is also higher than for the average of the Comparative Group, 

essentially reflecting the assets size differences between Ridgeway and the 

Comparative Group associations, where larger size enable them to realize some 

economics from operations. 

Table 10 compares several measures of costs and yields for Ridgeway with 

the relevant averages for the Comparative Group. As is indicated, Ridgeway's 

return on loans and investments of 10.98% is .03 percentage points below the 

average for the Comparative Group. However, Ridgeway's average cost of 

funds of 9.49% is .79% below the average for the Comparative Group. 

Consequently, Ridgeway's yield-cost spread of 1.47% is .59% greater than the 

average for the Comparative Group. 

Table 11 presents several measures of profitability for Ridgeway relative to 

Table 10 
Comparison of Costs and Yields 

(For Latest Fiscal Year) 

Ridgeway Comparative Group 
10.28% 
11.01 
0.88 

Cost of Funds 
Yield on Earning Assets 
Yield-Cost Spread 

9.49% 
10.98 
1.47 

the Comparative Group average: 

Table 11 
Profitability Measures (Adjusted) 

Comparative Group 

Return on Average Assets: 
Last 3 years 
Last 12 months 
Last Quarter Annualized 

(.78%) 
.03 
.45% 

(.07%) 
.42 
.41% 

Return on Average Net Worth: 
Last 3 Years 
Last 12 months 
Last Quarter Annualized 

(20.29%) 
1.13 

19.73% 

(1.31%) 
6.74 
6.94% 
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As is indicated, both Kidgeway and the Comparative Group, on average, 

experienced losses over the last 3 years. However, Ridgeway's average loss 

over the past 3 years has been substantially above the average for the 

Comparative Group, both relative to average assets and net worth. 

While Ridgeway has experienced a return to profitability over the past 12 

months, its relative profit performance is below the average for the Comparative 

Group over this period. As is indicated in Table 11, Ridgeway's adjusted ROA 

(return on average assets) of .03% is .39 percentage points below the average 

for the Comparative Group. As a percent of average net worth, Ridgeway's 

adjusted profitability over the last 12 months has also been below that of the 

average for the Comparative Group - 1.13% versus. 6.74%. 

However, over the last quarterr" Ridgeway's net income has exceeded "the " 

average for the Comparative Group both as a percent of average assets and 

average net worth. Annualizing the profitability statistics for the last quarter 

results in an adjusted ROA for Ridgeway of .45% versus .41% for the 

Comparative Group and a return on average net worth of 19.73% for Ridgeway 

versus 6.94% for the Comparative Group average. 

Overview-Valuation Adjustments 

The absence of any scheduled items and real estate owned are clearly 

strong positives in the overall valuation of the Association as is Ridgeway's low 

cost of funds relative to the Comparative Group. On the other hand, there are 

also some strong negative considerations which have to be taken into account in 

the valuation of Ridgeway. 

The most important factor in determining the proper valuation adjustments 

between Ridgeway and the comparative companies is the evaluation of the 

Association's relative future earnings prospects. It is important not only to 

evaluate the expected levels and growth potential of future earnings for the 

-20- 



Association compared to the public companies, but also the relative interes1. rate 

sensitivity and stability of earnings. The Association has a considerable 

interest rate risk exposure because of its primary dependence on the traditional 

long-term, fixed-rate mortgage instrument. Apart from its portfolio of 

short-term investments, there is little, if any, interest rate sensitivity to the 

Ridgeway's assets. On the other hand, the relatively high percentage of 

short-term deposits held by the Association also means that Ridgeway's 

liabilities are extremely interest rate sensitive. 

Thus, Ridgeway's current profitability from operations is extremely 

vulnerable to rising interest rates. Given the maturity mismatch of the 

Association's assets and liabilities, the Association could easily experience 

negative earnings again were the structure of interest rates to rise in the 

financial markets. However, given the erosion in net worth resulting from the 

losses incurred in recent years, the Association's ability to withstand another 

period of high interest rates is extremely limited. The capital infusion provided 

by the conversion from mutual-to-stock form will provide some additional 

"staying power" for Ridgeway, but it is not, in and of itself, the solution to 

the question of the long-run viability of the Association in the volatile financial 

markets of today. Rather, the capital infusion will provide the Association with 

time which Ridgeway can utilize to restructure its.assets and liabilities so as to 

reduce its interest rate risks, increase its sources of non-interest income and 

reduce its costs of operation. 

Because of Ridgeway's considerable interest rate risk exposure, a negative 

adjustment relative to the Comparative Group is warranted. 
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Ill- VALUATION METHODS 

In our opinion, the preferred method of valuing thrift equities is the 

price-earnings ratio (capitalization of earnings) approach because this method 

appears most appropriate for the valuation of equity investments where going 

concern value exceed liquidation value. When both the institution being valued 

and the comparable companies are experiencing "normal" earnings, then a 

price-earnings approach is the most direct and appropriate method of valuation. 

However, when historic earnings are low and/or negative and the 

near-term future earnings outlook uncertain, the price/earnings approach is not 

appropriate and other methods of valuation that are less sensitive to earnings 

levels must be pursued. Therefore, two additional measure have been utilized 

in determining the pro forma market value of Ridgeway's shares: market price 

to book value and market price to net assets. 

Price/Earnings Ratio (Capitalization of Earnings) Method 

In the determination of the market value of most business enterprises for 

equity offerings, including thrifts, the most commonly used earnings base for 

valuation purposes is the most recently available trailing twelve months 

earnings, often after adjustments for highly volatile or nonrecurring items. 

However, due to the recent unfavorable economic conditions and operating 

environment for thrifts, in our opinion, this earnings base is generally not 

always appropriate for appraisal purposes. In today's market, the appraiser 

must make modifications to the thrift's earnings base to reflect an evaluation of 

the future profit potential of the thrift. These modifications should be based 

upon historic earnings levels achieved by the thrift, historic profitability of 

other thrifts, current financial condition, management quality and depth and 

other measures in order to assess the future profit potential of the thrift under 

more normal operating conditions. 
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Exhibit 11] presents, among other financial information, the returns on 

average net assets for all publicly-traded thrifts which have converted in the 

past five years. Exhibit VII] presents returns on average net assets and 

average net assets (utilizing both adjusted and reported net income) for each of 

the institutions comprising the Comparative Group for various time intervals 

over the 1979-1983 period. 

Since Ridgeway has only begun to experience positive net income from 

operations, it is appropriate to utilize the Association's projected earnings for 

FY 1984 in calculating an earnings base for valuation purposes. For FY 1984, 

an earnings base of approximately $50,000 is projected for Ridgeway. This 

projection is based on a positive income from operations due to an improved 

yield-cost spread as high-rate CD's issued in previous years mature and are 

replaced at relatively lower prevailing interest rates. This earnings projection 

also also assumes some reduction in the Association's short-term investment 

portfolio and redeployment of the funds in higher yielding mortgage loans. 

A price/earnings ratio of 3.3x to 4.2x projected FY 1984 earnings adjusted 

for nonrecurring items is appropriate for Ridgeway. The resultant pro forma 

valuation is as follows: 

Indicated Pro Form Market Value 
Adjusted Price Earnings Ratio Approach 

PE <a 3.3x; V = $255,-149 
PE (a 4.2x; V = $395,444 

Market Value to Book Value (Net Worth) Method 

Exhibit III also shows the return on average net worth for all 

publicly-traded thrifts which have converted in the past five years while 

Exhibit VII presents the returns on average net worth for each institution 

comprising the Comparative Group for various time intervals over the 1979-1983 

period. 
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Exhibit V presents the market price to book value ratios for each of the 

associations in the Comparative Group. As is indicated, the market price to 

book value ratios for the Comparative Group associations ranges from 32.231 to 

7l.]9% with a median value of 57.23%. 

While there has historically been a close positive correlation between 

returns on net worth and market price to book value ratios, the relationship 

today is probably not as close as in the past. Thrift investors today are 

placing considerable emphasis on near and intermediate terms earnings potential 

given current interest rate levels. 

Consequently, a range of market price to book value of 35.0% to 45.0% has 

been selected for purposes of valuing Ridgeway. The indicated range of pro 

form market value, derived from the formula in Exhibit IX, is as follows: 

It should be noted that the pro forma market value utilizing the market 

price to book value approach is distorted because of Ridgeway1 s low net worth 

position. With a relatively low net worth base, a valuation based on 

price-to-book will be biased in a downward direction. Consequently, this 

approach is not particularly useful in valuing Ridgeway. 

Market Value to Net Assets Method 

Exhibit V also shows the market price to net asset ratios for the 

Comparative Group utilized in this analysis. As is indicated, the range of the 

market price to net asset ratios for the individual firms also exhibited an 

extremely wide range, varying from 1.59% to 5.89% with a median value of 3.32%. 

Utilizing a range of market price to net assets ratios of 1.50% to 2.5%, 

Indicated Pro Form Market Value 
Market Price to Book Value Approach 

MP/BV € 35.0%; V = $81,238 
MP/BV <9 45.0%; V = $123,439 
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the indicated pro forma market value (as derived from the formula in Exhibit 

IX) is as follows: 

Indicated Pro Forma Market Value 
Market Value to Net Assets Approach 

MP/NA @ 1.50%; V = $122,925 
MP/NA @ 2.50%; V = $206,977 

MA004.Q-23 
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IV. APPRAISAL CONCLUSION: PRO FORMA VALUE 

The primary valuation approaches previously discussed in the determination 

of the pro forma market value of Ridgeway indicated the following values under 

the assumptions utilized: 

Price/Earnings Ratio (Capitalization of Earnings) Method 

Indicated Value = $255,149 to $395,444 
Midpoint = $325,296 

Market Price to Book Value (Net Worth) Method 

Indicated Value = $81,238 to $123,429 
Midpoint = $102,338 

Market Price to Net Assets Method 

Indicated Value = $122,925 to $206,977 
Midpoint = $164,951 

The values indicated vary considerably depending upon the valuation 

approach utilized. For example, the low end of the range utilizing the market 

price to book value approach indicates a value of $102,338 while the high end of 

the range utilizing the capitalization of earnings approach indicates a value of 

$325,296. 

We believe that the price earnings ratio method of value should carry 

greater weight than the market price to book value and market price to net 

assets methods. Given our assumptions about- the level of earnings from 

operations and some reasonable degree of interest rate stability, it is our 

opinion that the total valuation as of may 16, 1984 for Ridgeway's 

to-be-outstanding shares is $325,000. The recommended range of value is 

$276,250 to $373,750 or from approximately 15% below to 15% above the total 

valuation. (See Exhibit IX) 
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The $325,000 pro forma valuation gives the following ratios before a 

after conversion for Ridgeway: 

Pro Forma Market Price to 
1/30/84 Book Value 

Price/Earnings Ratio 
Based Upon 1984 Projected 

Net Income 
Pro Forma Market Price to 

1/30/84 Net Assets 
Net Worth to 1/30/84 Deposits 

Before 
Conversion 

182.58% 

6. 5x 

4.OH 
2.27% 

Pro Forma 
After Conversion 

142.54% 

3. 8x 

3.99% 
6.00% 

MA004.Q-23.1 
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Exhibit 

Pro For*i Effect of OoDterftioo Pro**!* 

Ooovtnlot Procttdi 
(lid-point of oooreraioo value tuge) 

Pro font urktt valoe 

Lmi: EstiMied offering expense* 

Ooorertioo Proceedi 

Ectiuted idditiootl loowe fn* CooTersioo Prooeeda 

Ooorertioo Proceed* 
E«tinted Increaeotal Bate of Beturn 

Pro For** Earning* (rounded) 

Period 
ippraiaal Earning* Baae 

Before OooTeraloo 
150,000 

*325,000 

27,500 

•297,500 

•297,500 
0.12 

•35,700 

After Cocreraloc 
•85,700 

Pro Forma let torth (rounded) 

Date Before CocTeraioc 

FT End 
7/31/43 

1/31/64 
(Unaudited) 

•176,Mfi 

•178,370 

Cooreraloo Proceed* 

•297,500 

•297,500 

After OooTeraloo 

•474,348 

•475,870 

Pro Fona let Aaaeta (rounded) 

Date Before Oooreraiot Cocreraloc Prooeeda liter Cocreraloc 

FT End 
7/31/83 

1/31/84 
(Unaudited) 

•7,923,283 

•8,099,600 

•297,500 

•297,500 

•8,220,783 

•6,397,100 
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HAKK> HUCMCS 
GOvC 

CHAfcLEi H 
r :«• ( "t Oc 

DEPARTMENT OF LICENSING AND REGULATION 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 
-1 e*S' PA^TlMCOt STKCET BALTIMORE. MAC V LAND ?17C? 

SEVENT - r LOCR 
3C1 'ti9-€33C 

F REDERICK L. DEWEE RRY 
SECBt T A RV 

September 25, 198^ 

Robert B. Greenwalt, Esq. 
112A North Rolling Road 
Catonsville, Maryland 21228 

Dear Mr. Greenwalt: 

Under separate cover I have forwarded you a preliminary approval 
on the application of Ridgeway Savings and Loan to convert to 
a stock chartered association. 

I understand that Walter Farnandis has retired and is no longer 
connected with the association. I also understand that you are 
now President of Ridgeway. i would appreciate it, therefore, 
if you would confirm your election as President and also advise 
us if there have been any other changes in the officers or 
directors of the association. 

Very truly yours. 

iJ. 

arles H. Brown, Jr. Charles 
Di rector 

CHB:kg 

cc; Maryland Savings-Share Insurance Corporation 

IIIG13 

BALT'IMDRE METCC area 659-e32C 
OUTSIDE" eAL^iMORE METRO APE A 
TOLL-TRFE 1-800-452-7511 

2B75 7 t v r op DC * r 
P A J. ^ C AR£A 
~ C Mt • PC 5f 5 r 45 * 



AGRm'Srr 

1WS ACRm-aT dated this Wh day of Septenber. 198'-, by an^ between 

W. WALTCR FARNANTOS. President of Rldgeway Savings and Loan Association. 

Vendor, and DAVID L. ROUEN, Purchaser. 

WTTNESSEIH 
WHEREAS, Purchaser has mace an offer to purchase the contrcl, by proxy, of 

Rldgeway Savings and Loan Association 

WHEREAS. Vendor has agreed to assl^ control of the Association to Purchaser 

for' monetary consideration, and 

WHEREAS, Vendor and Purchaser nirrv*. f-Kot- »-v„ . ^ircnaser agree that the asslgrmsnt of control to Pur- 

chaser will be In the best Interests of the Association. 

NOW TOEKETORE. in consideration of the anc^nt paid, as herolmner stated, 

and the nutual covenants and promises herein contained. It Is agreed by thl 

parties as follows: 

FI^T: Purchaser shall pay the si*, of $150,000.00 In cash to Vendor with thJ 

execution of this agreement, the sun of $100,000.00 tevlng been deposited wll 

Vendor prior to the date of this Agreement. 

SECOND: Purchaser shall pay the sum of $125,000.00 to Vendor on or beforc 

riarch 19, 1985, 

WIRD: Association, at dlroctlon of Purchaser, shall pay the of 

$100,000.00 per year for a period of ten (10) years, for a total of $1,000,006. 

beginning on December 31. 1985 or Jama^ 1. 1986 at dlroctlon of Vendor and 

thereafter for the ten (10) year perlcx, on the same date of each succeeding 

year 

FWRTO: it Is agreed by the parties hereto that the R^rchase nonles paid a^ 

attributed to the following Itero: 

$225,000.00 representing the approxlrote net worth of the 

Association on September 19. 198t|. which has been represented 

to be $222,000.00 as of July 31, 198'!. 

$50,000.00 for the good will of the Assoclatlcn generated by 

Vendor during his presidency and as consideration for the 

service of the past directors. 

IIIG14 

267f; A 5714 3 



1300,000.00 for ttie value of the Elllcott City property 

owned by the Association. 

$700,000.00 for the continuing services of Vendor to the 

Association during the term of this Afreement. 

FIFTH; ^ Association shall execute a nortgage to the Vendor In the anount 

of $300,000.00 secured by the Elllcott City property. No Interest shall be 

charged In the mortgage and payments shall be on an annual basis in coordin- 

ation with this Agreement. Vendor shall asst^ all recoMing costs. 

SIXTH: Vendor shall assign and transfer the control of the Association at the 

annual meeting of the Association on Septenfcer 19. 198^. Vendor shall execute 

a transfer and assigr^ent of the proxies be holds frnn the ment>ere of the As- 

sociation to Purchaser. Vendor shall secu^ the resignation of all m^rs of 

the board of directors and present same to Purchaser. Phaser aM/or Vendor 

shall appoint the directors who will serve on the boanl after Septenfcer 19. 

198/.. Purchaser shall then conduct a special meeting of the boanl. 

SEVEm^: unnfirrnhi mu, rXinnhnnnn r t n  ^1r,| ,,, u ^ 

^    lu.ulu.u^^E1 

.1^11 , illl Una uf ..i,lLL. 

txrn-1 ihluLI^ ui 19, i9^. It l8 by tbe Vendor that ^ 

obligation to cooperate with the Association stell continue during the tern of 

this Agreement, whether or not Vendor holds any position in the Association, 

it is also understood by the Vendor ttet he will cooperate with the Associa- 

tion in any manner necessary to conply with the relations of the Division 

of Savings and Loans Associations. 

EKMH: Association shall execute a lease of the space presently occupied 

by Tbtal Real Estate Enterprises at the Elllcott City location to Vendor. 

lease shall be for a period of ten (10) years from October 1, I98H at a rental 

of $1.00 per year. Vendor shall be allowed to naintain his law practice and 

title compar.y and real estate brokerage in the space provided. Vendor shall 

make every effort to allow the Association to use unoccupied office facilities 

in the leased space for brief conference aft*.- ..oMce ty th- to 

Vendor. Vendor shall pay all costs associated with such leased space, in- 

cluding heat, utilities, water and phone. 

677 
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"lr<m: m the e.o„t that the .station to a„elop ^ E11]cott 

Cit, property mto omc, or other cra<fn:lal ^ ^ 

•ton releaae the ^rtga,. he hold, e^ohang. for or ^ ^ 

™e .a^iatioh win t0 lea8e __ ^ ^ ^ 

retained by It at the EUlcot, cit, lratloh to Ve^fer ror ...» par 

until September 30, I99IJ. 

mm: Ste11 reTn0Ve the ltems by hl^ or his law practice ft™, 
the Rolling Road location to the Elllcott City office. 

It 1, ^ h, th. parti., that a.h.rta,, mi, sW1 ts 

settlement ^t for tHe /.aviation „ ^ „de thrt«. tte .STOl.tl„ ro, 

a Panod or ten (10, year, o™^^ teM.r j, ^ 

ahau ««, ».th all Wn.ctlo™ of the Aa^iatl^ ^ „ th. _ 

cedure for handling real estate settlement. 

°f tw^^St^th^ L7^a^Lat theAssoc^tlon 

Of th. ^.a Of Vendor avaUahle for aa^i^ th5 1Mt for ^ 

deposits 1„ th. Aasociatlon. It I, n«h.r agrted by v^do- tht, he «u 

maintain sufficient addltlo^a Mr*.. i„ the Asaoclatlon that tev. ten | 

hypothecated to ^10 to c«y «th the res<1l.to^ net .orth ^Irte.nt. of 

the State of ^ pr„mt ^ or ^ ^ ^ ^ 

Sir£r2tfi,r tbe &ass     ■   ^ ^ ^ 

a''' " '' 111 -'- 'I llJII-HlLUUllitm. 
THlKmnm, Vendor ,h^l reltowiah all dutle. perfom«, on behalf of the '■ 

Association, except tho,e ^Ich „ be dieted by th. f^ha^r, talodlng 

•e^log as , troet.. m constractto loan, and In foreeloaune.. in. A.ao- 

clatlon shall appotat a perton to act a. t™.te. as n^,. v^dor .ban not 

neprosent, In any .ay, that h. cm or «ntroi th. Association, or 

cofrmlt the Association to make any type of loan. 

PWRTEEWTH. The Association and Its service corporation shall not have any 

legal Interest In the autorr.blle sales cor^ratlon operated by F^mk Pair, 

n* monies invest by t^ Aoooclatl^. bp considered as a loan to the 

corporation, at the rate of 15X per ann^. for a duration of two (2) years. 

2673 
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F"TO"™: ^ CU,"nt ^ O" ^ or w ^ 
other Hnanclal .n^uon taa ^ to ^ ^ ^ ^ 

„Z1 Zms report ror" July ^isa4- — - 

t^sre, , ^ rePre"ntaUons of ^ >" tMs 

tin, t n, " that V",d0r "" "1'reprere"t« «■ «>» " l™™..! ^Um or the teTOlitlm ^ ^ 

~ rr"" ^10 ^ im" ~ - -i. 
68 Pald Under tbe tems of this Agreement. 

the event""th" °r 

^ ^ j:Z:~': ^ 'mty -"■ 
>» »»" M all mi„ um to ,Ms (ereOTent M1 ^ rmm<M ^ 

^ ^ ^s. tte ^.er ^ ^ _ 

•"th0r'" •» * or Ma transfer or oo„trol. 
sbvb^, ao ^ sct ^ ^ d^t ^ 

^ .Ot^t, or ^ control the tesociatta^ 

Eicmrom,: Ms mi ^ ^ ^ ^ ^ 

Association and constitute an oMl^ of the 

:r"~ ——  

—^ ^uu . 1 - ^ 

SER 

tfevld l. houen 

1 L C,r1Xj T-.^fa 

267H 
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• Avi 

v-'v s" 123? m»517 ^ /, 

- monrevittuMBor,. - ,„MIHT _ A„ ' t 

' '* V " " , 

by 

THIS MORTGAGE. I. ^d, ,hi, 19th ^ September 
■ I . , 19 84 , 

.nd brt.^n RIDGEWAY ^iVlNQS AND LOW ASSOCIATION, a body corporate, 

. "X 
' •■yi- r.ry Of 0. Nr., p.,,. .O .. Mor,..,or, w,,0. .dd... i.: 1124 N. tolli^ ftoad, BaltWe, 

,„d W. WALTER FARHANDIS- / 

^S-'" 1 

Mj, 

y 
0'''rt,,cw",^he^!'".''>"M.r...,«.„ho«.Ud,,..i.: 9095 Frederick toad, Ellicott City, r 

WHEREAS. "d. ,o Xlorigim in ,h. .um ol THREE HUNDRED THOUSAND DOUAKS 

BMKKK (| 300,000.00 \   .f , , 
purchase mon,r (or Iht htrelhWfeVdflcrlbtd prop,,'/ which'JriwiMl "? l>'ln« ,'1 " • l»'l ol ll. 

-xf -O r,pay .. 

:<XXXXXXXXXVV^ry^r*v-\^^dSr*A^-J^u--   _ 
Jtx xxxxx 

fxtowTxrcxV 
UTOtKKKTrtk .nr b.lin« ol pfincip.l XBoOotHK du. o, tmp.ld on the 19 th 

**yol Septantet ■19 96 . .»-.n b. d« .nd p.r.bte on-id d.uj 

. J!!s " ■<ra"ity f°' > ^ w
w pamandig ^ u. 1M). ^ 

«y^j as* no: f'' 

.. .h. Mort^tget«^ .^,7;.'•,"e4"",och o,h" •■«"•• 

0' "id ^ - P<'lwm*n(, Ol 0. 

NOW, THEkEFORi^jw. Mor.,,,, WIU«.«lK th., in con.id.r.tion 0( .h, premie, ^ 0, ,ht ,om ^ ^ 
M »lK.,or d«. h«etirr.M^W .nd ...In. ,0 Morf,.,« 1" h. .impl./.h, l„Khold InUrert In. .11 

.Ulat
1 m, i' J'f ^ei 'roDnd ,n<i prtm"" ",-lt - '*• Second Election District of Howard C>. ' 0' >»^ deicribed •• followi, tK*l u lo My: i

ry/M V ^ 
BEGINNING foif'i Sftrne in or near the cenhpr of 7r^wr_ i _ T , , . 

termed by th& Scutert Bide of FVedorlck toad (66 Lf5de)^!d ^r 

19ST rZ*3 atJ^ ?f t^t of described 1961 and recorded rf^rf-the t^nd Recordg of Howard County in Liber 366 foTfr. Jr' 

7S^t^ "r^ ^ Mlni-nt C- his wS;, . c » rurwlng thence and binding on part of the first or south 71 

^t L^^flrJ^iJ degrees 50 minutes 30 seconds east 183.00 feet to a 
^32 00^ ^ ^rth 73 degreeB 50 30 "est 
M of that parcel of land which by deed dated April . , 1966 and ^rcng the aforesaid land records in Liber No 452 fnlfn 377 u^- 
TOnvejied by T1w_V>^5l»J), Qsv^d ttmpany. Inc. to the Southland Corporation Inc tYr-r^f 

0 f deGd Oonpany to the South- 
7-1 i CoToratitr) SWth 22 degrees 53 minutes 54 seccrdSWest 200.00 feet thenoe nnr + h 73 degrees 50 mlnufei.,,36 seccxds West 103.05 feet to intersect tl^ sSS 

^•r,ira,l>^v) ^rS V.W fe^ v
1!ry;,0f 016 firBt hereln ^"tior^i dfKJd (H™d to O-ir^-v-my) i-imnlrY^ thence and binding on a part of said line and in or 

cx-iitor of St. John's lane* North 18 degrees 39 mimites East 78.91 feet to the end o' ■mU' 

IZ'^S^ ^ lflRt lin0 ln Mid ^ ^ i" - neJr S Sn^ if*. '.UK- North 25 dig roes 41 minutes 50 Eecc«33 east 121.46 feet to the place of brginnir.,. 

Oxitainiirj 0.848 of an arrre of laixl, more or less. 

iji I'rrr.'anrntR thcrecn teing knewn as NO. 9093 FREDERICK POAD. 

JZ< ^ V*1 /t 
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■m r-v, 
m I ?92f0i/3 5 | 8 

" U; 

4 i 
BEING Ih, UTO loi(,) rt frtnItld .«) ,rtmiKt wh. . w n. J ^ , 

««on| It* L^nd Rc«rdl o( Howard COunty ' ^gUSt 211978 .nd ITc«d«f 

- 154 - - *%-*' " •» Oil Crporatil"" " " "" ' "* ««' • to Mori4*f or. ' 

,nd •'"d '* .^L^, 
TO HAVE AND TO HOtLO' t)w uM v,./ % . 1 

.nd t0 .L ^ 

PROVIDED, Out U the Wd'MorttMo, th.|| wd| ,r . 
.••r "r P.7 o, w t, ^ lht >(oreM((i (>r.iK.M| tum o( 

hwdred mousw® ^ ^ ^ 

irr S 

«)»,. #.*** ••«--«..     .„,, a.,..,*'K.r^. ™ :x,"r„.™; 

(" a inaz*z* 
D'illar> (J 3,000.00 ■» . . '■; 'i , 

~—s ctiKiSK 

f«n«f Auditor'! Account in n>e i^f^Xre proccMJn.i • rJl 'n,e^e,, ,Hercon wt" the firul raiificjtiot» of ^Kr 

:tf:"-T r-??;•—' 

r Afe - • - rsT: ?HrL'■1 -ttrr 

■ Mid Mortmr-r ht/Jb, r»,«ur,U ^ ^ Men,.,,, „ ,0||0W1. 

'.imM ,J I. .htr*^ ,CCUr*<1, ^»,lh*r ••"•. «* '"'""I «h««n .1 ti,f „,,, ^ 

-n^j^y ,""r",«' ^s*** *'•*" rlitT" ',"iiciM 01 «•« 

.T. /MOTL.'. i7,""m7> <Kr«,h .„ch,.r„u „ "'"'o' """■«"•"" 

SS^M=^HSSHs= 
*xpensei advanced, .nd ^ te ft, Mert(*r>r «d iIor,f.,„ Join^ "Tf ,"^miDm• ta'" •"« «><" 

Morl»tf« m lieu thertof, mtf tOnttr.^ fa, writin,, ,„ ,ht .ppllcrton far tV kl , !! " " <,<* w not; Ko^frrr 
h. c( th. impr.^naK, «, tnortfm4t prop(rtJ. » ***>** <>* Mor.g... o( th, „id l,,,,.,^ f(rocwl| ^ 

.v r-i; zr.iT.^"r"T-•-'« .. — 2 ^ s 



.f,, 

M) MclfM~,, on ,h, „mt rf.„ UIKM, ^hirK lht   , 
I « ih- futpo., r( „uMnaU^ i fund („ „„ r>.mrn, . , ' """I"1 

vr;:: 
" •■'■M""" Account." TV MocllauM .I,.II c.cdi, ,o .iJE^ " h"'ln •'«" •- -In., .CCOUO,. O, -t -t-C p.,.,      
F.»prn«f Aciotmt. In «l«e rvfnt Uif Mortcnrnr f«fTi 1.1 mr,%.\A* COmi "-^T. monthly halanrr arcturtl in jnch 
»inl«Of;,fd to pay oid tK^nj**/fcfH !hc>#n^ni .o paid tliall ||Jn u'addr Mo t'h ^ ^ Mn,tf»rcr is Urtthy 

r«« hrrcinSfforf itaird ■• Ibe ffTicrot payahk on \Ut nrinrin i a k < Jr,rK,p#'?W<^r"" •'xl •>>«li hear imrrrM Mo„„t„ ,h.„ h.,, . ^ie^^lndfr MorIr«^ 011 ill* pren.UM | • i f0'" d"* ^     ..(d 

-   rX"~v" [z^r^r-'™ - f*prn«f atitwrrr lor tl.f p.iymeht of tl»« af«>fr«-.iH    i n .1 ■ Ufc ,0 e»,»l'lijh and maintain <1^ o(orf$ai| 
(or whlcklorrdoiuf.ot Ihl, Motl,atf mar ^in.l'iiu'lcV ' " <" ""," ^ ''" Morl«**ft> co""l<"" • w tin. 

r.o^'.yir^^MZrJr^d' " '""" ^ ^ f0m"'i,"d °n' »' d.tf.ior.Con „,d .bo.. d„c,il.„l 

«.'.'i7;,/;/; l::: :L °T tt (5»,m 01 ,h' — 
(15) calendar d.,. .f.ar due da.t ,h„«( * " ^ °' "" Mo"«M« more than 

It li further ajrrfd bftvrorn ibe parties: 

.c .j, .nr, .TXd ^rHr^n^u.irc.^v'Zr::^^, —»- ~...... 
raro-cn, or Ihc intercut do, on 'SLl of -id - UuT" ^ W': : T" " ' 
principal doc a, ot .och da..; an. Third: An, balancc'rcmalnin, .hall bTc^M^""^ 'Eapcn.TA^oTt ,"OUn' ^ ^ 

.r .v2.j::i^oc"hfdt rr.r.'^Xr'^iL'r1^ r ...qu^ 
account thrrcfor ai the Court may dir«L o co ect the renU and profita of aaid proprrt> and 

..•an .he Mo^a^.'t lollnwTt ^ ^ 
thr MoriRaFfr ?. or other holder of this Morta ire ronfcnf ",,IRn,nrn ' ** | 

Con^y^ or encumbered in any manner, without 
Mcpsor ,,oup. II moic tliui one. b* declare iiuoU,,,, or"ba^nw',,' "^'n^ ^L^VhT^VT Z' ^ 7" 

ln ,h' rtrmrm o( .n**mo^lh!,'in*ri7mcn"Ht('p^ncipl^r Tc^proVldH '^'ll ^ 
0r <,"'"l,• ,B ^ ^ *< covcn.nti or condi.^N W ^^1^1^ 'X'/J.f,] 
c -ri„ . *i \ •' . . . 

advertisement of the tale; 

d^id :70r:::r;'^ :T^Vj'oz;'7- V ^ uw„ Uodt: 
j..f on principal .od int,,,,, Mil declar, the ^,me in wHt n""-'T rtj *n",""i 10 ^ ,h, Kl1"'" 
(or payment o( the .aid prlndj-l ^ Z " .. d "o i .e nA ^ ^ •"^ ^ MO"""' ,0 Mo"«««e, 
receipt, .nd rejc« «l>e.e(or f mdebtedne.., .nd Mort,.,.. I. hereby authorixed to five 

7. Until del.olt I. TOd^'^kM M^.for maj retain po.ienicm ol the herebj mo.trM.ed property, 

o. either ^ 0' ^ ,",K, Mort.a.ee, .hal, prompt,y gdriK the o^ of chan.e ta On .ddre. 
\?vV" ;••■■ 

a. J'uZ'T"' " t""Vr"7 '•""" "* — of .he ,a™ 
4 ■» ■ - 

><.^.No^e,MoU,^a,o?o?M^I^/o"0M 'r'" ,nd •h"1 incM' ^r.on.l repre.ent.tiee. .nd/or 

Plural .nd .he'plur.l ^lX^ ^ OP" ^ ^ Th' »« ^ ,ht .h. 

Ihe 3Xn, "f ,r*l f o! Maryland, Section ,2 (Act. of 1975, Chapter «) : ^.d .he partie. ..re. th., 
-  - -^pF1 • srsjLrcsr^ 
t    pv, ai.u jri c rrrcijfc j 
are ■perjfiallj set out herrin. fi?] 

WITNtSS the tuind. «<i nld Motl».KbT., 

WITNESS; '/(■ 

•■•>■ i! i  

lorraine Mxire 

RIDGE>?AY SAVINGS A!® LOAN ASSOCIATiaJ 

BY: ^.?(■ 

/ ^.(ACKNOWLEDGMENT ON FOLLOWING PACE) ^7 h j ^rr^Ar.J 

,(SEAL) 

(SEAL) 
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S1A1I; Or MARVLANI) •> 
oxt/iv (" nALTiMara; 

I MhRI HV CliRTirV thai on lh.< 19th (tuy .>( SoptarJjGr . '^ . bcforr mc.# Noigij ruhl,- 
of ,h. SLU .rf M^Und. r.rvmJiy .ppr.,^ Robert Greenwalt, President of Ridgcway Savings and lotn 

. puitn l« lit the niMntlil »h,.« nttmclv) iViitc .uhvtitwd (o the uilhtn mon^ipf. inj »)ui *i}>o.|l kr».mn lo me. or »slisl*ctnnly 
otcuicd tSc tatnc for tht thcVin cnnt.incd. At Ihr »in* timt .Inn appeared W. WALTER FA'CW®1S 

^•fdged IhM 

A|enl of the within named Monf agee and made oaih in due lotnt ..f l.w that the tumiJctltiiifi therein act (.,nh in laid m.Klfafe 
fide as therein set fonh. (hat the autn of TOREE HUNDRED TWDUSAND IWIan 1$ 300, 000 

paid over and di,bu,«d by the M.flfag.x I., cither the MihIWi. th,. p.-.Hn, n.-vpon-thk' l,» ihe d,shUrKmenl of fum ,n the .Imm 

• mc •nd K«ni 
CK) , 

Uaniaction. or Iheir respective aFenl> al or before the final and complete e'aeeulton of this nK*ir3pe; and thai 
Mort|a|tee and duly aulhoHud tu make thi« aflidavn ■■"1 

Afcnl of iSr 

AS WfTNESS my hand and rH>lanal seal 

My Commission bxpirn 

JULY 1, 1986 

)/■>>,* 
Lorraine Moort ■ S'lMary pyhlu 

THIS IS TO CERTIFY that the within inMniment »a» pre pan-, I hy or under the <upcrvivHK> ol iIk under.ijncd, an i 
lo |iT»ciicc hefofr the Court of Appeals of Maryland 

■ .-'s I 

\ duly «d'niili<' 

u 
O 

o 

DS 
O 

s o 
£ 

o H 

V 

I .*•« . • . 

\. 

o 
Ui u o 

i 
i a 

<2 | 
T 
I ct 

E 

8 -D 

! I 

J5 
u 

\ 

i 
1 
F 
3 
1 

-W 
t 

G 

ct 
o 

a 

t i::i 

2683 

» 



j ti*3 

li 
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' i'- V "l;| W/i; TiFfJ' -v. | 7 V • <Vl ' : ' ' 
<•.'€v /i/,. / 

i* .■•••-■ " . tViTE: Soptonix^r 19,. 19^4 
' f! "' ■ {'. ■' ■ 

. liL'.VY.:"1. Z.-nix?-E.T f^TE 
Ij . ■'■'K ' 

• ^ UndGr8lsn0d' R1DGE^Y SAVINGS AND LOAN ASSfXJ/.TT 
jj ^ w- WAUTR FARWNDIS. the SOT, Of Ok- 

:> lie^000-00^- ^10, —1 in^llw.nt... 
! amUal P8^8 of Prirxripal beir^ ln the arount of 

g^xvaand toilers ($100,000.00) with the first paynent to tnoin „• 

T t|cM?':ind 00ntW <lnnUally therea£ter """I January 1, i996/ or 

j! - fUl1' but ^ later than January 1, 1996. 

jj , ' ^ ^ **" Within thirty (30) days fro. 

" PrrX^^n9 0f ^^Ptcy. recelverEhlp or ineolvcncy s(ial 

" ^ againSt ^ UnderEl^' - ot ^ iWer.1^6. or - 

mmmr 0f ■Under8l3ned' 8ha11 make "» assigmnnt for thr 

ll ^ balanCe ^ - thle ftote as n.y t>«n he 

■j| ^■!!^P^>Tedlately ^ ^ ^ 0f ^ h01^' without notir* 

j| ' a00eptanCe 0f ^ -t any tine, on ac^t of this Nr' 

jl * ^ ^ht of ^ion/ ^ further, the undcrsl,,,- 

ij ^ ^ def8Ult, ^ atto^ of -"V C~rt of record vithl., 

jj ^ 10 .***'* for ^ undersigned, aftar one or nr.- 

j; ^Mhi* "* OQnreS8 j^t ^t the undersigned, as of .ri, 

;j f0r Wlth OOBte ^ -ttomey's fees of 15% for collection 

jl ^ ^thout stay of execution and Inquisition, inrl 

li —leVy 00 rral estate is hereby waived and cond^mati^.n 

i; t0 a^4^^^0O O£ t**9™1 PWty fran'levy and sale on any exc^A: 

|| here0t1^%P,^^S'ly k^V8d ** ~ benefit of exception to be cloir.^ 

:' ^ b^JmS^.any "e^tlon law in fora or v^lch n«y be hereafter passe," 

jj • rARWroiS Shall die on or before January I. 

19?6';ffi^f,0e 0f thi8 NOtC' lf Bha11 be paid in equally yearly W; 

! ^^^^5fVnandl8' ^ C- Wllcxw ^ ^ Oieckcs(Faniaivliu' 

I " Kldgei*y Sa^s ^ Loan Association has isrvxd 
j^^WroiS, a firet mortgage on the coreoratioo'. property lorat-' 
lv .4 ^. ' ■: ' 

Vv^rr-; •••■- 
" ■ 

to W._,rs 

IIIG16 

2054 

r~..\ \ \ r\ 



- ■ 

•T'i-* v.-'..•/:• 
rvl A-i" 'v.; V ,. /. 

I "ty. aw. n.is »„9a9. 

I "lt" 0"' " ■d,"lo"1 "=""" w~. « 

I ^^f0" Wlll°" fcU*r' '"•"'.OOO.OOl. Said rort„9. >4,, „ 
j v»wr^ 6 has been paid in full. 

11, .E#:-. " 
kVflTtE39i <r- ' !■ - RIDGEMAY SAVINGS WO- LOAN A^5^X%1A,,,1 ■ 

(y-rcr. 

Vi ■■*'I ■ t 
H;3S •jib;. <■;. 
•J|i 
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ANNUAL SHAREHOLDERS' MEETING 
RIDGEWAV SAVINGS ANDLOAN ASSOCIATION 

SEPTEMBER 19, 1984 

Pursuant to an advertisment heretofore listed and published 

in the Catonsville Times and Howard County Times, the annual share- 

holders' meeting of Ridgeway Savings and Loan Association was called 

to order at 8:00 p.m. by the President. 

All shareholders of the Association voted oh sale of 

Association to David Rouen and Associates. Motion was duly made 

and seconded that the present President should excute same. 

The Directors hereby resign, subject to the final 

signing of the agreement between the parties and the note and 

mortgage as security for the transfer. 

Respectfully submitted 

re tary 

111 G1 7 
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September 19, 1984 

Board of Directors 
Ridgeway Savings and Loan Assn. 
1124 N. Rolling Road 
Baltimore/ Maryland 21228 

Gentlemen: 

It is with regret that we herewith resign as Directors of the 

Ridgeway Savings and Loan Association, effective imnediately. 

Very truly yours, 

v // /^^: 
:er Farnandis 

W. Walter Farnandis III 

Anita C. Wilcox 
/! 

-ZlS. 7? LS 

/Grace Devitt 

IIIG18 
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September 19» 198^+ 

WE, the undersigned hereby consent to be directors and officers 

of Ridgeway Snvings and Loan Association as desiginated below, 

until the next annual meeting on the Third Wednesday of September 

1985. 

/ 

President 

Vice President 

(Vc v. 

Secretary 

Treasurer 

DIRECTORS: 

Robert Greenwalt 

W?) Walter'Farriandis 

v. 
V 

K r ^ c< ia 

111G19 
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r O eOK 6^0^ 
-0« WA«M(*0!ON Avr 

'OwSON. ^A(?YlANn 
tlt^MONf J0l-|t«.4400 

Semmes, Bowen & Semmes 
^-•onKfv* AT IAW 

:<■. ifOHt r?nctT 
BALTIMOnt. hjq, 

ttitPHOur loi-sjo-so^o 
TtltCOfltn 30l-539-g?Jj 

CABlt tntVLAC 
Ttttx a7-«7e 

'lltct oiti 

loti COMHICtlCUT «VC H « 
WASMINOtON. C.C fOO'P 

'V'-O"' *0»-ajf-8,S0 

576-47 14 

March 7, 1905 

Dt*. favid L< Rouen# preBld),nt 

"o^vrvr:98 6 Loan A"°=i-tion 9095 Frederick Road 
Elllcott City, MD 21043 

Dear Dr. Roueni 

A,ree^th'dIte7k'l,p°e
r
mb

0.U
r
r Xnl0n|9B40nC',ln

t
ln' "" •"'"".ability of an 

'afarrad to hereafter aa ■th", Agreeme^lt"." fi*Pt*,*b*r «. 1984 A^ee^nt M 

In addition to a codv of t-v,. « 
following Information. Xfiii t«v, !"dl"etnt'r5'0'1 provlde<5 "■ vlth the 
«,Mlred by clauee amount 

-^Iractora ot the Aaaoclation did realLT L " rarnan,li" ""d the other 

■ r- .ztjsz 

including the leaaa' of 
Aaaoclation, and charaotarlratlon o, ^nlal ^ " .gant for the 
"^r«"0n operated by rranK Talr! va h^a ^ '^^ll. 
transaction evidenced by the Agreed I !. ""U,,,ed that the eaaence of the 
^greement. TheBe_recltalB atate that you'tn d,rCrlb<'d ^ th* recit',1» to the 

o^T^-^ the *" 1 atTo n^ an d~ t ha^r arJan ft' 5 to purchase ^control Af.oruucn^auor^ control 

Loan A.'ao^tlo^ ^ ^ of Saving(, and 

IIIG20 

2659 
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Semmes, Bowen <s<"Semmes 
Dr. Pou^n 

March 7, 1995 

rn,bJJora^--L"cLr;1oi%e^0
orrployr -actin' •• « ^ce to «ny~other for any con«lder«tl T^01 ^ hi" 

«dvant«9e, dir.ct or Indirect. Thl tn^" or 
directors msy not be the .ubject of Bale"' r ^ht" 0f memb"<' «nd 

oToto1;:^ • 

• director of the '' *Ctln9 " ^..Ident end 
quoted above. Certainly, the recital^ h ,'iol,,t« th« "elation 

consideration' r,T,7Z by^^ndlV^ 

^rr?-" ■r„. to .xerciae, hi, 1° "erCl"' " P-"1- 
particular way i. illegal,- "an»^«nt of the corporation In a 

The Attorney General of Marvlan^ ^ 
of .avinga and aa.ociationa have the00""""/ dlreCtor« -"d officer, 
their counterpart, in ,ener«l corr>or ', "duciary reapon.ibllitie, ,! 

theVdyiln9 ^ yOU the P^*18" vhlcrhe hel'd' a ^ OPln' A*C" 804 (,977,• py 

: 
"" t0 ^ Paid ^ P«-u.nt\?^\V;:;3t/

0r th« conaideratlon 

for conveying to" 1" exchange 

rarn ^g. of the other dir.c/01' ^ Proxies and 
Quoted k! aCC^t"— of ,uch fund, violated ^ - '' ^ 0rlnl0n 

the » ^ Ve ',n(3 hl8 common law fiduciary dnt * Di,'l«lon,« regulation 
th t • To the extent that L I " ' dlreCtor and of that are in violation of Maryland regulatio "T1 COntemPlat^ action. 

Public" r COntlnue'3 performance of the Lre ^ t^0" laW' 18 0ur public policy of Maryland. Agreenent would contravene the 

^-ryla^^i^UT:;:^ ^ -^Iree action, ^ 
..unenforceable. Indeed, ve mu,t cautlon^hat'thA9reement 18 lnvalld"~«nd 
to sanction, impoaed by the Divleion if 1! A',''°cl«tion may be subject 

f.: H 

261)0 

"SGoca 

r / , /. - 



^emmesTBowen & Semmes ' 

Dr. Rouen 
-3- 

March 7, t985 

^•ocl.tlon not 'to VrtYcT,?'' ^ eubklt1' " 
h' Pay",nt' th. Agrttmant °rd" ^ 

AtKunlng that th« > 

"•ryland law 'a <. . **Pr®*8ed in r»<«»4 j 

Our opinion, an ,.► , iU 
A,">oclation. 

rend'1'0 mU,,t cautlon you'thlt'"'1 Pr"ctlc«« could 0^dlf
h# rarti*'> It l8 

■ 1 1*4*"* •19nlfleant servi "* have aaaumed that r1" OUr conclu8lon«. 

"" •T.IC., pl.... „ 
d° not h..lt„. lo „nt.ei 

DCD.ps, 'V * C* Dan^«r 

O 
C 9 I ^^607 0 
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MARYLAND SAVINGS-SHARE IKSI'RAJvCL COHJ^RAT 1_0N 

MEMBERSHIP COMM]TTEE_MKET1 KG 

DECEMBER 1^, 1979 

The meeting of the Membership Coraraittee of the Maryland Savings-Share 

Insurance Corporation was held on Friday, December 1A, 1979 at 1:00 P.M. at the 

offices of the Corporation, 901 N. Howard Street, Baltimore, Maryland. 

Members present; 

Walter R. Klohr, Jr. Frances Anderson 
Jerry Whitlock Judith Miles 
Douglas Lucas • Henry R. Elsnic 

Guests: Charles H. Brown, Jr., David Wells and Bill LaCompte-Division of Building, 

Savings and Loan Associations; Harry B. Wolf, Jr., Executive Vice President 

Roger H. Berwanger, Assistant Executive Vice President and Paul V. Trice, J 

The Chairman noted that Glen Lowman and Robert Creager of Security 

and Loan were present at the invitation of the Committee and were prepared to preser 

current information on the status of the association. Thereupon Mr. Klohr requested 

Mr. Lowman to give his report. Mr. Lowman presented background information on 

Quail Meadows, Harford County lots and REO which he inherited when he became tht 

Executive Officerapproximately three years ago. He related the current status of- 

these matters and it appeared that all were resolved except for Quail Meadows. Base 

on present projections, the build-out of Quail Meadows should be completed by late 

Fall of 1980 and part of said loss having been charged to operations in past years 

Mr. Lowman and Mr. Creager then presented current figures of savings flow, 

income and earnings for the fiscal year ending February 29, 1980. It is 

estimated that the association will loose savings in excess of $9,000,000; that 

the operating loss will be approximately $600,000; that the association vi^^ot 

^ have sufficient earnings and/or free surplus to make the required State 

allocation to reserves, approximately $180,000. It further appeared t&£ $he 

association will not earn its dividend and Mr. Creager stated that it would be 

necessary to invade the remaining net worrh tn ^ 

III 111 



^ r e C ■ ■ V;- t- requestc-d Mr. Creator to cl." fy his siatecent that i 

vould be vary i0 il.c nn vortl, to pay the dividend and his rtspon 

that the asso; JaUon l.ad no other alternative bnt to transfer funds, froo 

the General R, .erve for Losses and/„r Paid-L.-Snrplns. Mr. Creager stated 

that if the d.-vidend was not paid as advertised, the association would be ln 

diffioulty with the savings public. Messrs Creager and bowman stated that 

they did not have a plan to deal with these financial Mtter6, but uere hoping 

to present to the Security Board of Directors a plan at the January feting of 

their Boa'rd. 

Thereafter various .e-bers of the Co™ittee asted questions of Messrs. 

Lowman and Creager and were then excused with the thanks of the Co^lttee for 

their presentation. 

The Chairman of the Committee noted that staff 
Stalt had Prepared projections 

based upon figures by Securitv pc of i y curity as of the close of November. 1979 and that 

there appeared to be no substantial differences in t->^ i 
-li lerences in the losses projected by 

Security and Mtaff. It was also noted that of n 
as of December 31, 1979 that the 

association*s net worth shall be approximately 4.02 based opon savings a£ of 

the 5„e date. The Co^lttee asked questicns of staff and a general disdusslon 

Of the financial statns of the association followed. Varloos proposals wer'e 

presented and after lengthy discu^-ior, ^ y discussion the Comuttee deterai„ed that they would 

recommend to the Board of Directors that there be an Immediate meeting with 

the Board of Directors of Security and the MSSIC Board. Pending this meeting 

of the two Boards, no further action of the Committee would be taken. 

The Committee thereafter rpvi^^o^ reviewed the various items on the regular agenda. 

Government Services Savings and Loan 

Mr. Klohr reported that the deli„,uen[ schedule of the assoclat^ ^ 

been reviewed by him and thereafter his findings were reported to the November 

Board Meeting. 

Reserve Reports 

The reserve reports were rev-Ipw^ were reviewed and no problems were revealed. 



V-.v 

Metropolis EuiIo:-.-r Assn. 

The lic„jdlty of the association was reviewed and found to be below 

the MSSIC require^nts. The Committee took no action in view of the pending merger 

of Metropolis and heritage. 

Monthly Reports 

Merrltt Savings and Loan 

Loan concentration of AOX appeared to be in excess of MSSIC's 

regulation and staff was requested to get complete information. 

Old Court Savings' and Loan 

The proforma statement had just been received by staff and a 

complete analysis would be made and reported to the Membership 

Committee thereafter. 

Sharon Savings and Loan 

Staff was instructed to continue requesting delinquent reports. 

Friendship Savings and Loan 

Current status was reported to the Committee and there appears 

to be no concrete proposal to solve their problems at present. 

First Maryland Svgs. & Loan 

Delinquent loans were reviewed. 

Admiral-Builders Svgs. & Loan 

Liquidity appears to be in compliance with the rule based upon 

the weekly reports. 

Chesapeake Savings and Loan 

Four loans in foreclosure were removed from the delinquent status. 

Eastern Shore Svgs. & Loan 

No problems. 

First Progressive Svgs. & Loan 

The delinquent reports for November Just received and staff 

is to mall the November report to Mr. Klohr. 0('(\ 1 



V- 

Co] umbi.in BuUd j 
J28 Atsn. 

    for tw sccond c<)n_oiivt 

3nd 3 Jitter is rn }■*/ j to be vrJ t ten to the assoria, ion. 

Forest HilJ Svpo . , „ 1|| 

ls ]ou; Holf reported that ^ had 

advised that the association proposes to ner8e with ad, 

Hill state Bank No , the r0rest 

• No plan has been filed with the Pn 
" the Corporation. 

Falnnount Sygs. & T.nar, 

The coa-ittee noted an apparent decline in .. ■ 
eciine In savings and staff 

reported that this wpq was an error in the monthly report. 

^^JjiDLland Svgs. & 

KOl£ that St"d — - association CPrince Ce • 
f" 520-000 ^ due as the resuU of 

Holl-f mortgage conunltments Hollins reported that- encs. that the association is not concerned ahoot the • 

filMJle Svrs. t Toa„ the tUlt- , 

• .............. jm-- ^ , 

staff hopes to have a full year. r 
j-j- year s report. 

Svgs. & Tn^ 

Wolf reported ea that the association proposes i-n ,• 

service corporation certificat f through their certificates of participation in units of « 000 „ 

certificates issued by other ln.r<. • 
tutions Th^ ^ i- ihe purchaser of the 

participating certificates oust also have a like 
like amount in a savines 

account at the association and the combination of the savings 

dividend and the yield 0„ tbe particlpa ^ 

equivalent to 9Z The „ U°Uld be rou8hly The proposal has been approved by the Attor n 

Security Division and the Division of s 1 ^ 

Savings and Loan Assnc h 
reached any conclusion whether or not to approve 

-re being no further business, the -eeting^^ ^ L 
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MAkiLAKD •SAVINGS-SHARE TKSURANCE CORt-QRATIOK 

SPECIAL EXECUTIVE COMMITTEE MEETING 

MARCH 5. 1880 

A special Executive Committee meeting of Maryland Savings-Share Insurance 

Corporation was held at the offices of the Corporation, 901 North Howard Street or 

Wednesday, March 5, 1980 at 2:00 P.M. 

The following members were present: 

Walter R. Klohr, Jr. John Donohue 

Douglas R. Lucas 

Cueste: Hariy E. Wolf, Jr., Executive Vice President end Roger Berv.nger, Assl.ta 

Executive Vice President. 

Mr. Klohr acted as Chairman and turned the meeting over to the Executive 

Vice President for a report on the current status of the merger plans of Secu^ 

and Sharon. 

- -0if Te?OTted that Security had signed a letter of acceptance of the offer 

inade by Sharon Svgs. & Ix>an to purchase all the outstanding stock of Security 

at a price of approximately $6.00 per share. The association, as well as the 

Directors had signed-the letter and had further agreed for the Directors to*, 

place all their stock in escrow with an option to Sharon to purchase in 

accordance with the letter of intent. Sharon would also have a proxy to vote 

the shares of the Directors for a merger. The plan of merger would be for 

Sharon's service corporation to purchase the stock and when all legal require- 

ments are complete, then, the Sharon service corporation will merge into 

Security and Sharon Savings and Loan will become the only stockholder for 

holding all of the former Security stock. The final result would be that 

Sharon Savings and Loan would own a subsidiary fonnerly known as Security^ 

Savings and Loan. 
111'12 

2 ^ -Q': 



<••••• V /x 

Wolf directed the attention of the Coci-ittee to ctie Sharo;. iolicr Oatec 

February 27, 1980 and euggeeted that the firet question to be resolved vae 

whether or not the Committee would enter into an assistance agreement 

arrangement with the association. The Committee discussed this in detail 

and although there was an area of disagreement, the final decision was to pr< 

ceed with negotiating assistance for the surviving association. At this poit 

Wolf advised the three members of the Committee that this was also the poeiti 

of Messrs Stocksdale and Berlin. 

Messrs. Zell Hurwitz, Mark Hurwitz and Zelig Robinson, special counsel 

for Sharon, were then invited into the Committee Room to discuss the 

assistance plan in detail. The Committee noted that items one and two of 

Sharon's proposal had been complied with and, therefore, discussions as to 

item three began. It was finally agreed that MSSIC would purchase up to 

$17,000,000 of the outstanding mortgage loans presently owned by Security and 

the funds so received by-Sharon would be used to pay down the current 

borrowings. Sharon agreed to service the mortgage loans without charge 

to MSSIC and to remit principal and interest monthly to the Corporation. 

It is estimated that the -mortgage yield would be approximately 8^. 

The next item was"a decisiofl?:tothe request of Sharon that MSSIC guarantee 

and indemnify Sharon against loss of principal on remaining mortgage loans 

in Security's portfolio. A lengthy discussion followed and although no dollai 

amount was agreed upon, a plan to indemnify the mortgage loans was agreed 

upon. The plan is that Sharon shall have nine months beginning April 1, 1980 

to identify "bad loans" and MSSIC and Sharon would then determine whether or 

not MSSIC would purchase these loans or request that Sharon use its best 

efforts to collect the mortgages in full. There shall be a total of 21 months 

including the nine months previously mentioned that may elapse prior to MSSIC 

indemnifying Sharon against any capital or losses on these bad loans. j 

A discussion then shifted to the method to be used in determining 26^7 

what capital loss, if any, should be paid by MSSIC on Quail Meadows/Candlewooc 



and other P/---presently held by Security. T; Conmlttoc and Sharon 

recognized that neither side had sufiicient Inionaation to Eake a 

determination and, therefore, it was mutually agreed upon that Zell Hurvitz 

and his staff would make a critical evaluation of all REO and thereafter mee 

with the Committee to effect a resolution of this problem. A subsidiary 

question aleo arose as to whether or not MSSIC would Indemnify Sharon agains 

Interest losses on REO and since the parties do not have sufficient facts 

to make a decision, this too was held over for further discussion. 

Sharon asked whether or not MSSIC would make funds available for Uquidit) 

purposes in the event Security had substantial wlthdievals during the period 

needed to effect the merger. And after lengthy discussion, It was agreed th* 

MSSIC would make funds available at a rate of 122 with Sharon making every 

possible effort to use the remaining portion of Security's line of credit. 

The meeting adjourned at 5:15 P.M. 

Secretary of the Meeting 
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MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

• REGULAR MEETING OF DIRECTORS 

'• Savings-Share Insurance Corporation Was held at the offices of the ' 

r Corpor^)oriv^SOI^orth'-Howard-Streetr-BaHlmorer-Mary1«nd)-on Wednesdayi-^ T.^-v 

March 25. 1981 at 9:30 A.M. > ' 

■ •■;v.Ifollowing Directors were present;' :r;J< 
" • if C; "■■ ■ : . '"r#'■■■■ • 

j. •;»^-y.v t-v_ v*f: .•Dennis B. Berlin" " - Robert L. Stocks'dale^^^'"K' 

Jerry 0.. Whitlock • Douglas R. Lucas 7-. •' 
' ■ Judith "H. Miles Frances F. Anderson ''• 

• - .... i Walter R. Klohr, Jr. Joseph F. Carroll 
v Leonard Bass John C. Donohue, Sr. 

■ V. . v- s'- 'v . 
; 4 Absent-and Excused: ' J. Frank Raley ' ' - * :1 "W '•'? > -• 

. ' v - - ■ . ' : 

•:> Guests;' Charles C.; Hogg, II, Executive Vice President; Terry F. Hall; 

.vl'^^'Venablei'^Baetjer• and Howard^John J.'Pretko and Harry F." White, Jr;; ■' 

Union Trust Company of Maryland.'- >'VV* • - 

Mr. Berlin called the meeting to order and noted a quorum was 
« • 

present and, thereafter, declared the meeting open for business. ,Mr. Hogg 

acted as Secretary. •• "•:" 

-.-••• - • Mr. Pretko and Mr. White presented the Investment Report and 

comraents--on the -econoqy, -It -was--noted -that the consensus of cucrent, rate 

predictions indicated a slow decline in short term interest rates, although 

there-continued to be mixed-projections among economists. The commercial.-, 

paper market has lead the decline in rates, weakening bank lo^an demand, and 

this should work to lower rates. However, the pent-up demand for long'term . 

debt may counteract this trend. " The high volume of Treasury financing may or n < i 

* alto 'beViir^^^^/a^suvt^fa^-FebrHJary 'JTleet1n"g;, rMri-fritko'^then,- - -W. - 

' :■' ' v-. v. . nrp<:pnf aW f Ho nou  ^ .7 j_ 1 ^ ii_ _ ^ 



representauves of tf)eQ::arik and Mr. Hogg. A copy of thv-.e now guidelines 

are attached to-the permanent copy of these minutes. The guidelines differ 

from those last passed by the Board of Directors on October 25, 1978 in 

that the maximum maturity of ar\y Investment instrument has been decreased 

from 10 years.to 5 years. --.After. Mr*•. Pretko and Mr. White were excused - . - 
■ . . • . : : . •' 7 

from the meeting*,-the new;'guidelines were-^adopted by motion duly rMderf1"''':. 

seconded «nd passed."-, It was also noted byithe Board that these guidelines^- V' 

were appropriate.and should be accepted for use;with Investments of the Central 

. Reserve -Fund.'-.and-that .the £xecutiAre.yjce'.j,res1dent_should.be respolislble -to •' 

Insure conformity there. , ' : 

": • r 0.f...both'.the regular meeting of February 25, 1981 and ^ 

the special meeting of March llk 1981 were discussed separately, and by 

separate motion,, were then duly approved. : 

Mrs. Anderson then presented the Treasurer's Report for February, 

1981. These financial statements were accepted by proper motion. Mr.: Hogg 

then gave each member of the Board a copy of the audit report from Touche 

Ross and Co.j'.Which included an unqualified opinion, and a copy of a letter ' - 

from Touche Ross & Co. which indicated that no defaults under either the 

Credit Agreement or the Loan Agreement had been discovered during thelrj-. i'. 

examination. Mr. Hogg discussed the audit report and pointed out the new 

accounting policy related to a Reserve for Insurance Losses. It was noted 

that the provision for this reserve In 1980 resulted in a net operating loss 

for the fiscal year. After, discussion, the audit report was accepted by 

motion properly seconded and passed. 

Mr. Lucas reviewed the minutes of the Membership Committee meeting 

held on March 11, 1981. During that discussion the following topics were 

covered. 

1) Staff was directed to take an informal survey of the 2 /1) 

' ^psrcentage. of jumbo -certificates outstanding among the membership. 



..... V- 

2) - Staff was -requested to determine the amount of . 

Participation Certificates sold and outstanding by First 

Progressive Savings and Loan. 
.... 4 , . 

noted that steff had had contact with and '7.J ' v 

■>.favorable, reports.on.JterrJft SavJjigs. and.Loan. Inc. and'' v """ "• v 
• _■ ^ .." .-. . :—: '~r ' .. 

v Gibraltar Building and Loan Association. " - ' r o v 

" . .. : ' > • .-•••. '■ v ^ 3 
-i*) • was reported that^^hypothecations were due from V 

-.o., . ..... , .... ^ . . . 
\ Custom Savings and Loan Association and Old Court Savinqj and 

Loan, Inc.. Indications were that these would be received. 
'V - '• V .'l- '**?■r.'t^ \ rr ' . * 

■r\^) ^-Jhe'..Membership. Committee ?g ? recommendation that the : 

•,yrequest-of.-S1avie'Savings .'and Loan'Association for a six- ' ' 

month waiver of the liquidity requirements of Section 3-210 

be approved was discussed by the Board, and after motion was 

. made and seconded; it was approved; conditioned on the requirment 

■" r*v' " "" : " ■4 "J "*.'V -i*"-*: '""-1 - ■ \ 
that the association continue its conservative commitment 

policy as indicated in their request. 

6) The Board discussed the Committee's recommendation that 

the reporting requirements for submitting monthly Form S/L 200 

be changed from an asset level of $3,000,000 to either $5,000,000 

or. $10,000,000- After this was discussed at length, the Board : 

approved by motion duly made, seconded and passed that the 

Rules and Regulations' Section 3-203 be changed to read," instead 

of $3,000,000, to words which reflected "a level set from time 

to time by the Board of Directors". Mr. Hogg was directed to 

review the exact wording with counsel and to cross-reference 

any other Rule and Regulation affected. He'was also asked to 

o 7 n 
Insure that the Division of Savings and Loan Associations concurred 

vrtth-this concept and wou^i-agree with the.first new;level to be 

established. • 



7) The Board approved by proper motions and subject 

to .the approval 1n each case of the Director of the 

• V.;. Division of Savings and-Loan "Associations, the following 

., • ■ .. .• v. <. 
. - ' mergers: .■ • ■;: 

:V ^ A) pleasant;H111 "PemanenV Building a^ioim V'^/; - • ^ 

• •: "••• -v.' '' •'■■■ ,• 
" ■ ■ ; Association wlth and;Into Metropol 1s;'Bu1.1d1ng:Assn;; 

.V -v-' ■■ ^ ■' 

■'-^^■^Bf^mirnr-'BuUdUg Association with and Into;. • : - 

• . "? .; • f Light Street'-Savlngs-end-Bundlng Association^ • • ' , 

• •;.V . ; . .w, Mr. Klohr abstained on the motion relating to the 

'}■'■■/ '>V Pleasant :H1ll/Hetropol1s merger. ' . • ; ■ • • .v-v- ;• 

8) - The Board approved, after discussions and byr. : 

proper mot 1on the"request;of Forest HHI Permanent Building - 

Assoclatl^ort fcfr "Acceleration of the repayment of Its capital 

deposit subject to the submission of a certifiednotice 

(already received) that all accounts have been closed and 

' • : • ' - 1 • • ,•••• ,, •• • ... ■ 
balances paid to the respective owners of record. The 

discussion pointed out that this approval for acceleration did 

not set a precedent for such requests and that-any future 

• requests would be treated on a case by case bas1s.; r 

' ^ .. •" •; V I .. ... ... • ^ y . L .* •>•.; 

J^.ls concluded the discussion.of the Membership Committee 

minutes./ . , ' 

Mr. Berlin.then called for the report of the Executive Vice 

President. The first item on Mr. Hogg's agenda was a request for waiver 

for the late filing of Form.S/L.200 for the month of January, by .Chesapeake 

Savings and Loan Association and First Progressive Savings and Loan Assn. 

After proper motion was made and seconded, these requests were approved, 

with Mrs,-.Miles abstaining on the vote. ' 

'. ~ ''' .-V • '-i; o <? 



(... < . V'ii- >-^.1 . 

Mr. Hogg then reported that staff had concluded its study of 

Central Reserve Fund Income for the first six months and reconrriended that 

the Board approve the payment of $774,336 for the first quarter and pay in 

advance $636,199'for. the second" quarter .ended June 30, . 1981 . . Total . income 

from the Central Reserve .Fund tq*belaid"oh March 31st 1s $1,410.SSS^ ^The 

Board approved this recoamendatlon by proper nwtlbn,-with Mr/.Bass'abstaining. 

Mr.-Hogg then reported that agreement hadrbeen reached with the 

management-of Sharon Savings and Loan and Security Savings' and Loai^ for . 

settlement of the March 17, 1980 letter agreement with the following tems: 

v '-''1) MSSIC vrilV- pay Security the sum of $2,532,000 In settlement '- ' 

; • of all outstanding financial exposure and invoices. ' 

2) Security will repurchase the mortgages according to schedule. 

3) The liquidity waiver will remain in force. 

The payment of the funds:and the signing of a Termination Agreement 

and Servicing Agreement will take place today. The Board then passed by proper 

motion a resolution (copy attached) authorizing the Executive Vice President 

to execute those documents. ■ Mr. Stocksdale abstained from this vote. 

After discussion, Mr. Hogg was requested to prepare for members 

of the Board, and to be available for the membership, a complete report of the 

entire event, to include a chronology, cost study, lessons learned and other 

matters. 

Discussion then moved to a proposed change to Section 3-2n-Net 

Worth.- of the Rules and Regulations. Mr. Berlin and Mr. Hogg presented data 

to the members which showed that twenty-three associations now had, as of 

February 28, 1981, Net Worth to total savings ratios of under 6%, and that 

of these, ten were under 4%. It was noted that the 3.75% level (Section 3- 

211(A)(4)) for fiscal quarter reporting purposes was established in a very 

. . o ^ 
different economic environment, and^that as a part of the total . revision •. 

of the Rules and Regulations, the appropriate levels for both reserves and 



hquioiLy snoula De ana analyzed, in adaiiK u was noted 

that many of the corrective actions which could be required under Section 3- 

211 (C)(1) might not be appropriate for a violation if the management of 

the association had already voluntarily taken the actions listed in (a-h) 

of that Section.,.-Therefore, after .lengthy discussion and consideration. 

■ • ■' . 1 • v- v y.< ,i- > -'I 
which Included several alternatives, the Board passed the following amendment 

to Sections 3-211 (A)(4) and 3-2H'(B)(2)(a): ; 

Section 3^-211 (A)(4) - In no event may a member association 

have a total net worth of less than 3.25% of the aggregate 

withdrawal value of its free share accounts as of the last day 

of the fiscal quarter ending June 30_,'. 1981 and less than 3.75% 

of the aggregate withdrawal value of.Its free-share, accounts " 

as of the last day of each fiscal quarter beginning July 1, 

1981. Associations with less than 3.25% or 3.75%, as 

applicable, total net worth, calculated as aforesaid, may 

^ be subject to the Imposition of sanctions in accordance with 

Section 3-211 (C) of this Regulation. 
i » V i > .. 

Section 3-211 (B)(2)(a) - the end of each of its fiscal 

quarters in which its total net worth as a percentage of 

the aggregate withdrawal value of its free share accounts 

as of the last day of such fiscal quarter has declined to 

3.25% or 3.75% as the case may be, and 

In accordance-with Section 3-801, these amendments were passed on 

an emergency basis, and will be submitted to the Director of the Division 

of Savings and Loan Associations on March 26, 1981. 

Mr. Hogg then presented each Board member a copy of the Contingency 

Plan prepared by staff, and asked each Director to review this document and 

comment as appropriate. j 

• • After some discussion. It was decided that the presentation on.-. 2701 

Premium Restructure would be deferred to a later date. This topic continues 



to be of interest to boHLTi staff and the Board, but theVnenges necessory 

to implement a new premium structure are significant and the Impact on 

both the membership and the Corporation are difficult to determine in the 

current economy. N • V'"/- 

■' ! ' . " ■ • v' j"' ' . ' '')■■ '' "■ '• ■r' ■■ 
■ Mr. Berlin^then,.noted that this meeting was. the-last schedul.ed.-^jK'^I: 

Board meeting for Messrs.^Stbcksdale arid Klohr, both of whom have semd^^|':5 

two-four year terms.as.Directors. The sincere appreciation of -the''other'?•-";>• 

members and of the Corporation were expressed to these'gentl^ 

/■There being no further business, the meeting adjourned at 2:00 P.M. 

Secretary of the Meetfrn^ " 

27o:v 



RES°LVJD' that the President or Executive Vice 

of thp r and_the Secretary or any Assistant Secretary, . 
directed 6 and they are hereby authorized and:;. 

K^vX?CU •an? deliver" t? Security Savings ^ 
Corporatio^ rporatf0^-r- for- and-on-behaif -of- the- 

?4'''-(fi'/:a';cert®in Servicing" Agreement in . tantially the form attached hereto and (b) a certain' ;;* 

in 6ub"anti»1ly the. form attached ' V?' 
to IxecSte fnl further authorized and directed : 

•otter ^ or' My other dociments,. and do any 
raent of 9i necessary or proper to. finalize settle- ' irient of the offer described-in letter dated March 13 iqfiV 

CorToStiorelr ^ ^ Stock V ■ 
CorDoJ.tiS fj'f .sh«on Savings and Loan. (A Stock . 

onmrch:-18' [isai9 -■0ff-?r-a6 ac«!rted.by Security 
' ' "• ' ' " ' * • • • < " • < * x ' ' " ' . . • * • • ' •* • ' "I * '• ' 4 "*'• ^ ' 

O' A ! 



Suggest that Union Trust Coop any of Maryland acting as Agent for the 
. " • . • I •'** , ' ■ ' ■ ' i ' ■ • *" . 

Corporation with full investioent discretion he authorised to sell any secu- 

rity and to purchase U. S. Treasury Obligations maturing in five years or 

less, Federal Agency Securities (to a maximum of 351 of the portfolio) also 

--.r• v-'; 

meturing in five years or" less.and short-term money market instruments as 

follows: .v'. -- . 

In vestment Maximum Minimum 
Maturity :> '■■■■ - Objective X ' Investment 1 Investment 1 

1 year1 • 50 \y^yt* No Maximum ».50 

2 years 35 •"•.vs1"/"---'50 •"*: . ' . No Minimum 

3-5 years 15 ^ 25 " , .• No Minimian 

270' 
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STATE OF MARYLAND 

JOHN J. COKELEY 
SECRETARY 

DEPARTf.'.ENT OF LICENSING AND REGULATION 

DIVISION' OF SAVINGS AND LOAN ASSOCIATIONS 
23i EAST etLTiMct-LStRCL"; bALiiMCRt.Mtc-YLANLn;: 

SE v £ f. - 1 r LOO<= 
3Ct fSS-t330 

CHARLES H. EKOVN. Jl 
OiRECTCR 

December 9, 1983 

Board of Directors 
Sharon Savings and Loan 
(A Stock Corporation) 

,A East Franklin Street 
Baltimore, Maryland 21202 

Gent 1emen: 

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 February 28, 
1983 for compliance with Maryland statutes and regulations and does 
not constitute an audit of these records. 

We request that you carefully review the entire report and specifically 
direct your attention to the following items of supervisory concern: 

1. Comment 3 reflects that the association has either granted or 
purchased loans at sub market rates. 

Please advise this office «s to why these loans were consummated at 
sub market rates. 

2. Comment 8 reflects a drastic increase in delinquent loans since the 
preceding examination. Delinquent loans scheduled on Page 9 of the 
examination report are in excess of $6,000,000.00. In addition, 
delinquent and unpaid interest on these loans is in excess of 
$1,000,000.00. 

Please advise this office of the current status of each loan. 

3. Comment 16 reflects a number of deficiencies in the books and records 
of the association. 

Please advise this office of the remedial action to correct these 
defi c i encIes. 

111H 4 

HACRY hughes 
COVERK OR 

BALTIMORE METRO AREA 659-6330 
outside Baltimore metro area 
TOLL-FREE 1 -600-492-7 52 \ 
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Board of Directors. 
Sharon Savings and Loan 
(A Stock Corporation) 
Page Two 
December 9. 1983 

A. Comment 17 reflects that the association has a number of investments 
which do not conform to the requirements of the Financial Institutions 
Article, Section S-h22. 

Please advise this office of the remedial adtion taken with regard 
to these investments. 

Finally, Comments 1, 2, b, 5, 6, and 7, reveal serious deficiencies 
in the association's loar\ underwr i t i ng procedure and obtaining 
required loan documentation. 

You should also review the other exceptions discussed with management and 
assure this Division that corrective action has been taken for each and 
every comment. 

The Board s attention is directed to Examiner's Informational Comments 
B and C which outline the two most recent examination dates and also 
highlight the association's operating results for the period ended 
October 31, I982. 

The Board of Directors is requested to hold a meeting to discuss the 
comments in this letter and report of examination and to advise this 
division in writing of the specific action taken with respect to these 
matters. 

We would also request that two copies 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, 

Charles H. Bro«.., «, . 
Di rector 

G/vCLA 

CHB:JJB:lib 

Enclosure 

cc: Maryland Savings-Share Insurance Corporation 
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SHARON SAVINGS AND LOAN ASSOCIATION 

Examiner's Coniments 

Comment I: 

An examination of the files of the mortgage loans granted during the period 
December I, 1981 - February 28, 1983..revealed the following: 

A. Loan file No. 7129 did not contain the original mortgage instrument as 
required by Regulation .29A(2)(f). 

b. Loan file Nos. 7178, 7129, 7127 and 72^ did not contain the original of 
the current insurance policies as required by Regulation .230. 

Loan file No. 7219 contains insurance declarations which show the Incorrect 
property address. 

The insurance policy in loan file No. 72^3 did not contain sufficient 
coverage to protect the interest of the association as required by the 
above referenced regulation. Loan file No. 7129 did not include a flood 
insurance policy which was a requirement of the commitment. 

C. The applications in loan file Nos. 7127 and 72^ did not contain financial 
information on the borrowers as required by Regulation .23A(2)(c). 

0. Loan file Nos. 7178, 7219, 7127. 7l9<t, 7175. and 7196 did not contain 
appraisal reports as required by Regulation .23B. 

Loan file No. 7I'(0 did not contain the appraiser's qualifications as 
required by the above referenced regulation. 

The appraisal report in loan file No. 72^ did not contain an appraiser's 
certification as required by Regulation .23B(i|)(a) and (c) . This appraisal 
in loan file No. 72^ was four years old at the time the loan was made. The 
appraisal report in loan file No. 71^0 did not contain an appraiser's certlf 
cation as required by Regulation .23B('4)(b) and (c) . 

E. Loan tile Nos. 7219 and 7196 did not contain a certification of title as 
required by Regulation .23C. 

The title certificati on i n Ioan file No. 7178 did not i nclude the property 
located at ^38 Pitman Place. 

C omme n t 2: 

A review of the documentation supporting purchased loans revealed the following: 

A. Loan file Nos. 725' and 7252 did not contain mortgage instruments as 
required by Regulation .29A(2)(f). 

Loan file Nos. 7158, 7159, 7167, 7168, and 7178 did not contain an assign- 
ment of the mortgage to Sharon. 

B. Loan file Nos. 7158, 7159, and 7251 did not contain the original of the 
current insurance policy as required by Regulation .230. 

The insurance policy in loan file Nos. 7167, 7168, 72^5, 72^7, and 7252 
were not endorsed to Sharon. 

C. Loan file Nos. 72^5 and 7265 did not contain an application as required by 
Rcoulotion .288(2). 

0. Loan file- Nos. 72^7 and 7265 did not contain appraisal reports as required 
by Regulation .236. 
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Co.;>:,cni 2: (Con ' I) 

t. Loan tile No. 721iS <3 i <3 'tot contain a title certification ai required Ly 
Ke9u i a t i on ,23C, 

The certificationi of title contain in loan file Nos. 7167, 7168, and 7265 
were not endorsed to Sharon. 

f. Loan file Nos. 72^5, 72^7, 7251, and 7252 did not contain a meniorandum of 
settlement as required by Regulation .286(31. 

Conmient 3: 

During the review of the association's lending activities, it was revealed 
that in a number of instances, several mortgages were made or purchased at sub 
market rates: 

A. A group of loans was purchased from Center Savings and Loan at a rate of 
10^. Please advise the division why the loans were purchased at a sub 
market rate. 

B. Commercial loan No. 7127 (8i rate) was granted to Jeffrey Levitt and 
Alan Pear I stein on December 18, 1981, in the amount of $1,100,000.00; 
the security property consisted of twenty units, "Courthaven Condominium". 

The examiners noted that this loan was granted in order to avoid a possible 
foreclosure upon the former borrowers. 

However, it is the position of this Division that the 8^ rate was well 
below market at that time, and also below the association's cost of money. 

Please advise this Division as to why the loan was granted at such a sub 
market rate. 

Comment 

A review of the documentation supporting construction loans revealed the 
foIlowi ng; 

A. Coastal Hini Storage - Loan No. 7236 

1. Appraisal uses market value for land but does not state comparables 
used. The appraisal for the land is double the purchase price of the 
property. 

2. Title insurance policy only insures for $111,000.00, while the amount 
disbursed to dace is $185,575.06. 

3. Missing Plat Plans and Building Specifications. 

B. Jockey Beach Club, Inc. - Loan No. 7133 

1. Outdated verification of income. 

2. Plat .Plans missing. 

3- House Specifications missing. 

^. Extension Agreement missing. 

5. Inspection Reports not dated. 

C. Thomas 6 Carol Shaner - Loan No. 7239 

1. Hazard Insurance Policy not in file. 

2. Title Insurance Policy not in file; no title certificate in file. 
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Co.-.-i r, 1 ; 

wn::.. Absoc i u tcs - Loan No. 7128 

A review of land development loan No. 7128 revealed that the association 
has made a $1,900,000.00 land development loan on approximately S5 acres of 
undeveloped land. 

One year after making the loan, the engineering surveys have not yet been 
completed, the final plat has not yet been recorded and the public works agree- 
ment has not yet been signed. 

There are no final land development specifications in file and there is no 
disbursement schedule in file. 

Please submit to this office plans for the development of this project as 
well as a cost analysis to develop this property. 

A review of the loan file also disclosed the following missing documen- 
tation: 

1. Construction Loan Agreement; 

2. Disbursement Schedule; 

3. Recorded Plat Plan; 

A. Application and verification of income from borrowers. 

The association failed to get the spouses of two of the co-mortgagors to 
personally guaranty the loan. 

There is a projected construction allowance in file dated September 30, 1981, 
in which cost of construction + settlement costs equal the total amount of the 
loan. This projected construction allowance has no provision for soft costs, 
project management, contingencies, or interest. 

As of February 28, 1983, $123,758.'(6 has been drawn from Loans-in-Process 
for interest payments. 

Since there is no disbursement schedule, please state how draws are being 
hand led. 

The association has disbursed $12^,^60.87 in draws other than at settIement, 
to reimburse Army Associates for the down payment made to Penn Central Corp., 
and for interest. Please submit to this office adequate documentation for the 
payment of these funds out of Loans-in-Process. 

Comment 6: 

Burke-Vincent Place Associates - Loan No. 7202 

A review of construction loan No. 7202 Burke - Vincent Place Associates for 
$ I,AOO,000.00 revealed that there is an exculpatory clause on all documents 
by the general partners, notwithstanding a personal guaranty for the lesser of 
$258,000.00 or principal balance in excess of $1,1^2,000.00, and a personal 
guaranty of completion. 

Although the general partners signed the legal papers in the loan file, none 
of the spouses of any of the general partners signed any of the legal documents. 

Endorsements for the title policy are only insuring to $^06,716.00. Total 
disbursed as of March 10, 1983 was $566,^^2.00. 

The association disbursed $'(06,716.00 at settlement; the appraised value for 
the land was $220,000.00, and S1!?,281.00 was disbursed for engineering and 
architectural costs. This represents a 162.51 loan to appraised value disburse- 
ment at settlement ($^06,716 - ^9,281 - $357,^35; $357,^35 220,000 = 162.5%). 

Since this is an out of state loan, what precautions is the association 
taking to insure that no mechanics or materia 1 men's liens come before the 
association's lien? O ^ 1 ') 
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Also, since the title policy is not insuring against loss or damage by 
reason of the development agreement between Burke - Vincent Place Associates 
and Memco Stores, Inc., does not the recordation of the memorandum for the 
development agreement in Deed Book 5688, page 1871, come before the association's 
lien? 

Furthermore, verification of income is insufficient; also, the contract of 
sale is missing. Regulation .23A(.2}(e) requires a contract of sale if sale 
occurred during the past Year* 

A review of the draw schedule revealed that the association will allow 
$200,000.00 for site work. There is no break-down on the draw schedule as 
to how this $200,000.00 will be paid. 

The association made the loan prior to any of the 12 stores being leased 
as of February 28, 1983. There is no proof in the loan file that any of the 
stores have been leased. 

Comment 7: 

Renovation loan No. 726^ - 627*633 Esplanade Associates: 

A review of the loan file documentation supporting this loan revealed the 
followi ng: 

A. The association made a land purchase and renovation loan for $3,000,000 
based on an appraisal of $2,091,000 after renovation for a loan to value 
ratio of a violation of Regulation .300(^1 (b). 

B. The appraisal stated a land value of $1,500,000. The association dis- 
bursed $1,800,000 at settlement, making the association's exposure 
on the land draw 120^, which is in excess of the guidelines set forth 
in Regulation .30C(6){.a). 

C. The loan file did not contain the original of the current insurance 
policy as required by Regulation .29A{2l(d). 

D. There was no certification of title as required by Regulation .23C. 

E. The loan file did not contain a trustee agreement", construction loan 
agreement, and a disbursement schedule. 

F. There is no recorded document in file permitting the units to be 
recorded as time sharing units. 

G. The association has disbursed a total of $868,000 for salaries, operations, 
furniture, supplies, etc. which do not improve the property and for which 
the association has not obtained adequate verification for a number of 
these expenses. 

H. A number of questions concerning this loan transaction were directed 
to management, many specifically relating to questions applicable to 
Louisiana Law. To date, no response has been made to our inquiries: 

(1) In what way is Louisiana Law different from Maryland Law in the 
recording of a lien on real property? Can any lien take priority 
over the association's lien or any part of the lien and, if so, 
what procedures is the association taking to protect the priority 
of its Iien? 

(2) Does the association have a perfected lien on the personal property 
furnishing the time sharing units? 

I. During the course of the examination, the examiners asked management 
to answer questions on this loan in writing. The examiners have not 
received a written reply to the following questions: 

(I) What are enforceable security instruments on this loan? What are 
the legal documents on this loan that protect the association's 
$3,000,000.00 investment? 
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(2) The oxaniner asked the association to reconcile draw requests and 
invoices in the loan file to the draws made. 

The association is reimbursing the partnership for operation expenses 
but is not requiring the borrower to submit proper verification of 
these expenses. 

Example: 

6 2/28/83 Amount Disbursed $2 ,267i929.37 

Less: Purchase Price 1 ,^00,000.00 

Difference . $ 867,929.37 (This is for operations, —' interest £ furniture) 

The $2,267,929.37 is already over appraisal,' and from the draws, 
there appears to have been little construction done. 

Please submit to this office signed inspection reports for construction 
done on this project as well as a summary of the work remaining to be 
done. 

(3) Since there Is no draw schedule, on what basis is the association 
disbursing funds? 

CO How are the releases being handled oh the property? 

(5) A review of the loan file revealed that the borrower has drawn 
money from the funds in the loans~in-process account to buy 

antiques to furnish the condominiums. Please state what procedures 
have been implemented to insure that the antiques were placed in the 
condominiums. What is the Louisiana Law as regards to filing 
financing statements for the purpose of recording a security interest 
in personal property? 

(6) Is 627-633 Esplanade Associates still the owner of the improvements 
known as 627 and 633 Esplanade Avenue? If pot, please state who 
the present owner is. 

(7) Have the partners of 627-633 Esplanade Associates changed since 
November 2k, 1982? If so, please state who the present partners 
are. Have the partners of Rue Esplanade (one of the partners in 
627-633 Esplanade Associates) changed since November 21), 1982? If 
so, please state who the present partners are. 

(8) Who are the owners of Franklin Street, Inc., stock.? Does Sharon 
Savings and Loan Association or Security Savings and Loan (A Stock 
Corporation) own any of the stock of franklin Street, Inc.? What 
is Sharon Savings and Loan Association's and Security Sayings and 
Loan's (A Stock Corporation) investment in Franklin Street, Inc.? 
Does any officer or director of Sharon Savings and Loan Association 
own any of the stock in Franklin Street, Inc.? If so, please 
state who the owner is and how much stock they own. 

(9) Who are the present members of the seven-man Governing Committee 
for 627-633 Esplanade Associates? 

(10) Association personnel have stated to the examiners that there have s 
been problems among the partners of 627*633 Esplanade Associates. 

Please state the problems that have arisen with the 627-633 Esplanade 
Associates loan; and specify how they affect Sharon Savings and 
Loan's Interest in the property and/or the loan. 

Please respond to each specific question posed above. 

Comment 8: 

A. An analysis of the subsidiary mortgage loan records reflected the existence 
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uf thirly-five delinquent accounts as determined by ttie definition set 
forth in Regulation .01G. The outstanding balance of these accounts 
totalec 56,52S,S17 as of the date of the current examination, representing 
a delinquency ratio of 1.7X of the total mortgage loan balances outstanding. 

During the period of the current examination, the total outstanding balance 
of the delinquent accounts increased from $3.637i'<13 to $6,523,917. The 
delinquent and unpaid interest on the loans subject to comment totaled 
51.112.A63. 

A review of the loans subject to comment scheduled on page nine of this report 
reflected that loan Nos. 67^3. 676^. 685A and 5850. which were subject to 
comment in the prior report of examination, had not been amortized as to principal 
and interest during the twelve month period immediately preceding the date 
of the current examination. 

B. A review of the delinquent mortgage loans scheduled on page nine of this 
report of examination revealed that the unpaid principal balance of $51,869.OA 
for the Morris Shuvalsky loan (371I-13"15 South Hanover St.) exceeded the 
$^0,000.00 original amount of this loan. 

Please advise this Division of the current status of each loan listed on page nine 
of the examination report. 

An analysis of the subsidiary mortgage expense accounts reflected that twenty-six 
accounts had debit balances totaling SII.OAO as of the date of the current examination. 

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 
i nsurance. 

A review of the association's method of paying interest on escrow revealed that 
its method of calculating escrow at is in violation of Section 12-109 of the 
Commercial Law Article which provides that escrow interest shall be paid at the 
greater of 3^ or the rate of interest regularly paid by the lending institution on 
regular passbook savings accounts. 

A review of the minutes of the meetings of the Board of Directors revealed the 
foI 1owi ng: 

A. There was no resolution authorizing the formation of the Milpond Service 
Corporat i on. 

B. No discussions or authorizations for salary increases. 

C. Minutes were not provided for December, I38I. There were no minutes following 
the annual meeting of February 17. 1983 which should have shown the election 
of officers for the coming year. 

C omrne n t 12: 

A review of the association's fidelity bond revealed that the present coverage 
of $810,000 is $175,000 less than the $985,000 required by Regulation .22. 

Comment 13: 

A review of the association's current advertising program revealed that many of v 

the ads state, "Each account insured to $100,000". M.S.S.I.C. is omitted as being 
the insurer of these accounts. 

The association had $5.'<50 in forgeries. Part of this amount was reimbursed under 
a blanket bond leaving the association a net loss of $1,000. This misappropriation of 
funds was never reported to the Division as required by Regulation .221. 

Comment 9: 

Comment 10: 

Commen t II: 

Comment 1A: 
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Cori icnt I 5 : 

Doridni accounts totaling SlUiO^S.SS are carried on the books. Section 17 
of ttii.- Commercial Law Article presents a method for proper disposition of these 
accounts. 

Additionally, the association is carrying $13,922 in general ledger account 
No. 2090290, and could not provide any supporting information to determine if 
these accounts qualify as abandoned pursuant to Section 17 of the Commercial Law 
Article. 

Furthermore, no supporting information could be found to determine if general 
ledger account No. 2530290 containing old outstanding checks qualify as dormant under the 
above referenced article. 

Comment 16: 

An examination of the books, records and accounting practices revealed the 
foI lowi ng: 

A. The total of the subsidiary mortgage loan accounts was $189,526.'<9 less 
than control account Nos. 1010 and 1030 in the general ledger. 

B. The total of the subsidiary mortgage expense accounts, on-line, was 
$1,301.59 more than the control account No. 2^20690 in the general 
ledger. 

The total of the subsidiary mortgage expense accounts, off-line, was 
$1,169.56 less than the control account No. 2^22690 in the general 
I edge r. 

C. The total of the subsidiary free share accounts was $3,8^7.73 less than 
general ledger control account No. 1215. 

D. The total of the subsidiary free share accounts exceeded general ledger 
control account Nos. 2010106-2070110 by $3,817.37. 

E. Retirement accounts are not segregated in the general ledger as required 
by Regulation .366. 

F. The subsidiary GNMA pass-thru certificate pools exceeded the general ledger 
control account No. 10^0690 by $^66.80. 

The subsidiary premium on the above exceeded the general ledger control 
account No. 1080693 by $272.^0. 

G. A review of general ledger account No. IM0590 (U.S. Govt. and Agency 
Obligations) and general ledger account No. 1^11590 (Premium/Discount on 
U.S. Govt. and Agency Obligations) revealed that a $2,50^.00 variance existed 
between the general ledger and the subsidiary records as follows: 

Total per subsidiary records 2/28/83 $^,008,683.38 

G/L account No. 1A10590 fe 2/28/83 $^,000,000.00 dr. 

G/L account No. |i(ll590 g 2/28/83 $6,179.38 dr. 

Less: Total per G/L g 2/28/83 $^,006,179-38 dr. 

Variance $ 2,50^.00 

further examination revealed that this variance could be traced to the 
difference between the balance of general ledger account No. I'<11590 (Premium/ 
Discount on U.S. Government and Agency Obligations) and the total of the net 
unamortized premium shown on the subsidiary records, as follows: 

Unamortized Premium g 2/28/83 per Subsidiary: $18,750.52 

Li'*.1.: Unanior t i/od Discount ^ 2/28/83 per Subsidiary (10 ,067 . 1M 

Not Unamortizud Premium y 2/28/83 per Subsidiary $ 8,683.38 
1) 

Balance of G/L account No. 1MI590 ? 2/28/83 $ 6,1 79 ■ 38 dr. ^ / 
$ 2,50^■00 

1 
Less 
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Hlease investigotc this variance and roak.e any appropriate adjubting entries 
required to bring the general ledger and the subsidiary records into balance. 

H. A review of the MRD K-8 lax revealed that it was underpaid by S2SI.92. 

I. The association's records contained numerous errors and mispostings. Several 
journal entries were made without authorizing signatures and without detail 
to identify the nature of the entry. 

It is suggested that the association implement an internal audit system so 
that: (1) there will be an ongoing program to discover and correct these 
errors, and so that; (2) subsidiary ledgers will be maintained in such a 
fashion to support general ledger control accounts. 

Comment 17: 

A review of the association's certificates of deposit revealed that the association 
has granted loans to related companies totaling $8,600,000.00," as follows: 

«IC $2,AOO,000.00 
Milpond 2,200,000.00 
Franklin Street 2,200,000.00 
MSO Associates 600,000.00 
Sun Title 600,000.00 
121 Associates 600,000.00 

$8,600,000.00 

Accrued interest on the above totals $106,317-0^, as of the examination date. 

The $8,600,000.00 was reinvested by the borrowing companies in Jumbo certificates 
•3f deposit, which subsequently were assigned to Sharon S6L. The income from these 
;ertificates is credited to Sharon StL general ledger account No. 3220-390; the loans 
to the related companies carry the same rate of interest as the Jumbo certificates. 

The association is advised that the above violates Title 9-k22 of the Financial 
Institutions Article, which requires that the association take title to all investments 
in its own name. 

Comment 18: 

A review of deferred commitment fees disclosed that in some cases income is being 
amortized over seven months instead of loan term or seven years, as provided in Regu- 
lation .11C(2). A case in point is the Woodhouse Row 5^ ($125,000) commitment fee, 
where 3^ ($75,000) was taken into income immediately, and 2% ($50,000) was deferred 
and subsequently amortized over seven months. 

The association is requested to review its treatment of deferred fees, and make 
the necessary adjustments, to comply with the above referenced regulation. 

Convrient 19: 

A review of the association's cash reconciliations revealed the following: 

A. The association's cash reconciliation of its main checking account No. 
601-21(05-0, maintained at the Equitable Trust Bank, carried many old 
outstanding items which should be researched and reconciled. Some of these 
items date back to April, 1982. Much of the supporting documentation re- 
quested by the examiner was never furnished. 

B. The dividend account reconciliation does not show deposits in transit as 
reconciling items. Additionally, it carries thirteen outstanding checks 
totaling $1,218.67 which are over a year old. These checks should be taken 
off the monthly reconciliation and documented until they qualify as abandoned- 
property. In addition to these checks, several other cash reconciliations are 
carrying old outstanding checks which should be credited to the reserve for out 
standing checks. 

Comment 20: 

A. A review of the documentation in support of loans in process revealed that 
the subsidiary records exceeded the general ledger control account by 
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$103.776.2i. 

fc. A review of the loans-in-process cards as of the February 28, 1983 exami- 
nation cate revealed that loan Nos. 7026 (Pecora Enterprises, Inc.) 6730 
(tzersky) , 6760 (Kegent Development Co.), and 706^ (Stanley t Lloyd) have 
not had any draws except for interest for over one year. Please respond 
to the following for each loan: 

1. Work, remaining to be done; 
2. Degree of completion; 
3. Estimated cost to complete; 
't. Any problems the builder is having; 
5. Any problems the borrower is having; 
6. Why there have been no construction draws for such a long period of time; 
7. The current status of the loan; 
8. Any potential problems the Association can foresee; 
9- Are there sufficient funds in the Construction-in-Progress account to 

finish the project? If not, what the Association intends to do; 
10. Whether anyone is inspecting the properties periodically to insure 

that no vandalism has occurred. 

The examiners posed the above questions to management during the course of 
the examination; however, management's response did not address most of 
the areas of concern. Therefore, management is requested to make a formal, 
written response to the questions stated above. 

Comment 21: 

A review of the association's Woodhouse Row time sharing condo project revealed 
the followi ng: 

A. The association has nol set up separate income accounts on the general ledger 
to account for lime sharing income. 

B. Loan file Nos. 29 and 120 contained documentation deficiencies of which 
the association has been made aware. 

C. There is an unreconciled SI600 variance between the subsidiary records and 
the general ledger control account No. 1255690. 

Comment 22: 

An examiniation of the books and records of the association's wholly owned 
subsidiary, MIC, revealed the following: 

A. The minute book of the Board of Directors was not available for review by 
the examiners. ' 

B. There was no evidence that an annual meeting was held, as required by 
Article I, Section 1 of the MIC bylaws. 

C. The Duncan's Family Camground loan, having unpaid principal totaling 
5198,523. is still delinquent. This loan was subject to comment In the 
prior report of examination. 

D. The association did not submit MIC's annual financial statements to the 
Division as required by Regulation .3'<£(2)(a). 

The association did not provide articles of incorporation, current officers 
and directors, etc. for the Milpond Corporation and the Franklin Street 
Joint Venture. 

Coniment 23: 

A review of the third party audit of the association's computer center disclosed 
that the association has no written contingency plan for back-up in the event of a 
catastrophe at the computer center. An auxilliary system should be implemented and 
tesied to insure the perpetuation and safety of all accounting records. 

CondieiU 2^: 

A review of the association's investments revealed that the association is carryl 
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SSCO.Co in general ledger account No. IA95390, representing stock in FMS, Inc. 
Since FmS is now defunct, this S500.00 investment should be written off. 

Cor.t:ient 25: 

A review of the action taken to correct the exceptions set forth in the prior 
report of examination revealed that the following comments remain uncorrected: 

Convnent 1 : 

A. Loan file No. 6950 did not contain the original mortgage instrument as 
required by Regulation .29A(2)(f). 

The late charge imposed on a borrower if he fails to make his payment on 
time was omitted from the mortgage instrument in loan file No. 7053. 

D. Loan file No. 706^ did not contain appraisal reports on properties located 
at 1921 York Road, 815 Belair Road, and Route ^0 Edgewood as required by . 
Regulation .23B. 

E. Loan file No. 6964 did not contain a certification of title as required 
by Regulation .23C. 

Comment 1 

B, A review of the loan files revealed that Deeds of Trust Notes are currently 
being kept within the loan files. As these notes are negotiable instruments, 
it is recommended they be kept in a locked compartment with access only to 
authorized personnel. 

INFORMATIONAL COMMENTS: 

A. A review of the documents required to be remitted to the Federal Reserve in 
support of NOW accounts revealed that the association is using estimates 
instead of actual figures on these reports. 

Although the association is not currently required to have funds on 
deposit with the Federal Reserve, the filing of these reports should 
be accurate and factual. 

B. A comparative analysis of the financial condition of the association as of 
February 28, 1983 and November 30, 1981 revealed the following; 

Inc rease 
(Decrease) 

Total Savings 

Total Net Worth 

Total Mortgage Loans 

Total Assets 

Pe r 
February 28, 1983 November 30, 1981 Pol I a r Amount Cent 

$89,937,251.22 $60,010,836.67 $29,926,414.55 49.9^ 

4,560,960.92 3,847,341.10 713.619.82 18.5 

85,303,282.03 57,908,598.02 27,394,684.01 47.3 

113.339,420.88 71,908,874.66 41.430,546.22 57.6 
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C. A review of the association's earnings for the calendar/fiscal year ended 
October 31, 1982 disclosed the following: 

i to Set 
Pollar Amount Oper. Inc. 

1. Net operating Income (Page 6, Line 1) $8,31^,276.59 

2. Taxes (Page 6, Line M 12.258.00 

3. Earnings distributed on savings (Page 6, Line 3) 7,966,^56.69 

't. Net income available for reserves and surplus 335 561 90 
(Page 6, Line 2 and Line 6) 

5. Net income distributed (Total of 2, 3 and k above) $8,314,276.59 100.Ot 
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February 20, 1984 

A special meeting of the Board of Directors of Sharon Savings and Loan was called 
to order by Its President, Zell C. Hurwitz, at 10:00 a.m. on Monday, February 20, 
198A at the executive offices of the Assoication, U E. Franklin Street, Baltimore, 
Maryland. 

Mr. Hurwitz acted as Chairman of the meeting and Mr. Denick acted as Secretary. 
All of the Directors were present. 

Mr. Hurwitz advised that the purpose of this meeting was to act upon the examination 
of the books and records of the Association conducted as of February 28, 1983. Mr. 
Hurwitz proceeded to read the letter of December 9, 1983 from Charles H. Brown, Jr., 
Director of the Division of Savings and Loan Associations. After Mr. Hurwitz read 
the letter, he then reviewed with the Directors present the various reports and 
schedules that were attached to the examination and the Board then proceeded to the 
examiner s comments. Mr. Hurwitz advised that several officers and employees had 
devoted considerable time to the necessary response to the Division and their reports 
and actions are incorporated herein. Whereupon the following action was taken: 

Comment 1 

A. The original mortgage was at our attorney's office for foreclosure (//7129) .and 
the file so noted. 

B. 1. #71 78 , 7129 , 7127 have been ordered. //724A Is In file. 

2. Endorsement has been ordered to correct address V7219. 

3. Coverage has been increased #7243. 
Flood Insurance has been ordered //7129. 

C. ill 121 - Financial information is in file. 
//72AA - A new financial statement has been ordered from borrower. 

D. 1. //717b Loan was purchased from an individual; a sight appraisal was done. 
1/7219 - Loan was processed to save from foreclousre - no new appraisal 

necessary. 
//7127 - Loan was processed to save from foreclousre - no new appraisal 

necessary. 
#7194 - Our REO - no appraisal necessary. 
#7175 - Our RE0 - no appraisal necessary. 
#7196 - Appraisal is in file. 

2. #7140 - Appraiser's qualifications have been requested. f^V Of <>*' 

3. #7244 - Our REU - we feel appraisal in file is adequate. 

4. #7140 - Appraiser's certification is requested 

/, L , 

E. 1. HI219 - Title certification is in file. 
#7196 - Title certification is In file. ~ IIIH6 

2. #7178 - Title certification is in file and shows 438 Pitman Place. 
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Conu-ient 2 

A. 1. •17251 & 1/7252 - Both mortgages are in files. 

2. i/7158 & ^7159 " Assignments are in Master Camelot file. 
^7167 & ii7168 - Assignments are in Master Courtyard file. 
ill 178 - Assignment is in file. 

B. 1. 117158 & in 159 - Policy is in Master file. 
117251 - Policy is in file. 

2. //7167, //7168, //72A5, //72A7 & 117252 - Endorsements have been ordered. 

C. ^7245 - Applications have been requested from Center Savings & Loan. 
7265 - Application must be misfiled - we have requested borrowers to complete 

another. , 

D. //72A7 - Appraisal is in file. 
117265 - Another appraisal has been requested. 

E. 1. //72A5 - Title certification has been requested from Center Savings & Loan. 

2. //7167 & #7168 - Title certification in Master file. 
117265 - Endorsement to title policy has been requested. 

F. ^7245, #7247 117251 & 117252 - Settlement sheets have been requested from Center 
savings and Loan. 

Comment 3 

rom time to time, this Association and other financial institutions buy and 
se 1 mortgages. The mortgages are generally bought and sold to yield a specific 
ra e and/or for the necessity of having the Association's money committed for 
a certain period of time and at a certain rate. Similarly, financial institu- 
tions sell mortgages when they require cash assets or believe that cash be rein- 
vested at higher rates or profits. It is not unusual for Associations to buy 
seasoned mortgages to complete their portfolios when in fact the Association 
might be heavily involved in commercial loans and not have a sufficient diver- 
Si rication in residential loans. Such transactions are made on the recommenda- 
tion of economists, financial committees and/or Boards of Directors taking into 
consideration the needs, goals and procedures of the particular financial in- 
stitution. It is not unusual for such loans to be bought or sold either below 
or above the current market rate. Additionally, financial institutions must, 
o necessity anticipate the financial climate for the future and hopefully, 

SU.CCeSS.ful' the anticipations would be correct. There is no assurance that such projections would be correct. 

B. Loan No. 7127 resulted in a workout of a loan. This particular loan was the 
first joint venture with a real estate developer that the Association attempted. 

e market changed while construction was in progress and several persons who 

rht a. COnt.racC t0 Purchase withdrew when interest rates increased and rather than keep it on the Association books it was sold under the terms set forth in 
the documents. Included in the terms, in addition to the interest rate is a 
provision that the Association will obtain a percentage of the profits o^ 

^sP0J"l0n of the Units. This could result in a substantial profit to the 

loan documents effecCively increase «"* stated interest rate in the 
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Couaent A 

A. 1. I- 7 236 - We have contacted the appraiser and he stands by his original 

appraisal and figures. He feels that the borrower i?ot an excellant 
buy. 

2. The coverage in the title policy is increased as improvements are completed. 

3. We have the Plans & Specifications back from the appraiser. 

B. 117133 - This loan is paid in full. 

C. 1. 117239 - Policy is in file. 

2. 117239 - Title policy is in file. 

Comment 5 

Army Associates acquire 95 acres of undeveloped land in Baltimore County, at 
or near Morse Road. This area remains one of the last remaining parcels in 
Baltimore County that has potential for major development. The overall plan of 
the partnership was to acquire additional raw land in the immediate vicinity 
contiguous to the 95 acre parcel. The acquisition of the additional land 
would effectively reduce the land development costs and the public works agree- 
ments required by the County. Subsequent to the acquisition and additional 
parcel containing 53 acres was purchased by a venture known as Industrial 
Development Corporation. A third contiguous parcel was purchased by beechwood 
Development Corporation. Thereafter, Army Associates advised this Association 
that it was negotiating with Beechwood Development Corporation for the sale of 
its assets and requested that they be permitted to withhold on their development 
p-.ans pending such negotiations. It is anticipated that the three (3) projects 
will be consolidated and prove a very valuable investment. 

We believe that there is some confusion in the Examiner's reasoning when under 
several loans, the Examiner notes that "failed to get spouse's signature" and 
none of the spouses signed". There is nothing unusual and in fact, it is cus- 

tomary, that successful realtors do not have spouses join in business ventures. 

Comment 6 

This appears to be another loan which exceeded the understanding of the Examiner. 
n large project, it is not unusual and in fact, it is customary, to have an 

exculpatory clause. This is the type of clause that -provides the lender will 
look to the property for satisfaction of its indebtedness and not to the indi- 
vidual borrower. It is obvious from the Examiner's comment that the Association 
went further to protect itself when it granted the exculpatory provisions by 
securing personal guarantees for completion and a portion of the indebtedness. 
Again, in view of the financial statements submitted by the General Partners 
t eir reputation and past performances, it was obvious that the Association 
would not be able to obtain this loan if it required signatures of spouses who 
had no direct interest in the venture. 

When granting out of state loans, the Association consults with attorneys of 
that state to determine whether our mortgage will take precedent over mechanic's 
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liens, the manner and time involved in the event foreclosure is necc-ssarv and 
such other investigation as is reasonable and prudent under the individual 
ci rcumstances. 

Comment 7 

This was a rather lengthy comments involving 627-633 Esplanade Associates, which 
is located in New Orleans, Louisiana. Mr. Hurwitz explained to the Board the 
entire history of the loan plus the many ramifications thereof. He further 
stated that one of the employees of the Association, David Hurwitz was devoting 
almost full time to this loan. 

This was not a land purchase only and therefore, the conclusion that the land 
appraisal of $1,500,000.00 was the sole security was completely erroneous. 
There are two (2) separate apartment building built on the land each containing 
several units separated by a swimming pool. The projection is that the units 
will be subdivided into 52 week periods and individual weeks will be sold under 
time sharing condominium basis. The property is located on the border of the 
French Quarter in New Orleans and is one of the last three projects that the 
Parish (name used for counties in Louisiana) has authorized to be converted 
into time sharing. The developers project sales in excess of $5,000,000.00. 
The project was slow in getting off the ground as there developed a dispute 

tween the partners. However, two (2) of the partners have withdrawn and the 
remaining principal partners are attorneys and the project now appears to be 
moving along. 

Concering insurance, it has been confirmed that the necessary policy is in place 
and there is a title insurance policy in the file which the examiner saw but did 
not realize that it is a certification of title. The records of the recorded 
time sharing documents are maintained in Louisiana and a legal firm has been re- 
tained in Louisiana which represents our Association. That firm retains the re- 
corded documents concerning the recording of the time sharing units. Louisiana 
law is somewhat different from Maryland's in that it adopted the Napoleanic 
Code as opposed to English Common Law and once a mortgage is recorded, as the 
Association has recorded, a first lien, there cannot be any intervening liens 
that would take precedent, other than taxes and normal city charges. Louisiana 
has adopted the Uniform Commerical Code and liens are perfected by recording 
financial statements. Although the Louisiana law is somewhat different than 
Maryland in foreclosure proceedings in that it requires personal service while 
Maryland law does not, it is much more difficult to enjoin foreclosure proceed- 
ings in Louisiana than it is in Maryland. Because of the personal service re- 
quirement, Louisiana requires that a bond be filed by .a mortgagor if they wish 
to hold up a sale while Maryland generally accepts an affidavit with a petition 
setting forth that the parties have a defense. The Association continues to 
have in its file a first mortgage lien. Included in the lien is furfurnishings 
or the apartments for which the Association has financing statements. 

On time sharing units, releases are handled in two (2) separate fashions. 
Namely, when a full apartment is sold, all fifty-two (52) weeks of the unit can 

e released. In the alternative, when the parties so elect they can release 
specific weeks on specific units. It was agreed with the borrowers that they 
will concentrate sales under two (2) units at a time and therefore in the 
unlikely event that the time sharing concept does not effectively move on the 
project, then complete apartments can be sold or rented. 



Periodic visits are made to New Orleans by representatives of the Association, 
which are for the purpose of determining that the furnishing are in fact placed 
in the unit, that the work is progressing as agreed and represented and that 
the furnishings are adequately secured through insurance. 

The project is still owned by 627-733 Esplanade Associates, a Louisiana 
Partnership. However, the partnership has changed in that Messrs. Cloke and 
Cressey have withdrawn from the partnership and Mrs. Center and Malcolm Zigler, 
an attorney, have entered into the partnership, taking the place of Franklin 
Street Associates, which was a Louisiana Corporation, wherein Sharon Savings 
and Loan owned all of the Issued and outstanding stock. None of the officers 
or directors of Sharon Savings and Loan and/or Security Savings and Loan owned 
any stock in the Corporation which Is now strictly a straw party and does not 
have any investment therein. 

At the time of the examination, the seven (7) man governing committee consisted 
of Messrs. Senter, Cloak, Cressey, Ziegler, Gore, Hurwitz and Denick, but this 
has been restructed In that Cloak and Cressey have withdrawn from the partner- 
ship, Core is no longer employed by this Association and Ziegler has taken an 
equitable position. Hurwitz and Denick merely oversee the Association's 
interest. 

Zell c. Huwlcz, Theodore C. Denick and David Hurwitz are leaving on February 
21, 198A for New Orleans and expect to return the following day. At that time, 
they are meeting with representatives of the project and with a large local law 
firm in New Orleans who is now representing the Association to secure further 
documentation and oversee the expeditious handling of this matter. 

Comment 8 

This comment has heretofore been answered in certain of the other responses to 
the examiner's comments as well as information sent directly to the Division. 

Comment 9 

Mortgagors expense accounts were formerly analyzed by Individuals mechanically. 
Since that time, mortgagors' expense accounts have been placed "on line" with 
the computer and this should resolve any prior problems on Increasing expense 
accounts to conform to taxes, insurance and ground rent. If applicable. 

Comment 10 

Section 12-109 of the Commercial Law Article provides that escrow interest 
should be paid at the greater of 3% or the rate of Interest regularly paid by 
the lending institution on regular passbook savings accounts. The Association 
has a regular passbook savings account providing for Interest and therefore, 
the Association is in compliance with the Commercial Law Article. 

Comment 11 

A review of the minutes was referred to the Secretary of the Association who 
advised that he would review the minute book to determine whether or not such 
items as are enumerated in Comment 11 were missing. The Secretary stated that 



or thand,^ he could not comment directly on the particular comments without 
•urther investigations, but did state the following: 

A' ^h^re ^ coramuni cation between the Division and the Association concerning 
Mlpond Service Corporation and that this Board had approved the same. 

H. There were extensive discussions on any salary increases of Officers and 

n rS:?CT^fnd the lncreases were reflected in the minutes of the meeting, e ailed discussions of such items are not normally placed in the minute book. 

C. The Examination by the Division was made as of February 28, 1983 and it would 
not be unusual that the minutes for that meeting would not be inserted into the 
minute book until the March meeting, at which time the Secretary reads the 
minutes of the prior meeting and necessary corrections are made. 

Comment 12 

Bond was Increased to $985,OdO. and has been increased again to $1,000 000 ^ 
at present. 

Comment 13 

This comment was brought to the attention of the advertising representatives 
of the Association and they agreed to be more careful in the future. 

Comment 1A 

t0A the Hue
f
ne: ,£or8ery' scttle'i by ^ bondi"« '""""y 

1 oq*3 ' * C0Py of the letter to the insurance company in September 983 was sent to the Division, apparently mlsfiled. In addition, there was at 
s one telephone discussion with supervisory personnel of the Division on 

I* InTr^^'r* Association is scrupulous in notifying the Division of losses as soon as they are aware of them. 

Comment 15 

followed613"36"115 lnaCClve accounts, not dormant. Proper disposition Is being 

$13,922 represents accounts from the old Monumental Building & Loan, in 
receivership until merged with Sharon in 1978. Funds are held per mercer 
agreement. H kCI 

Balance in account 2530290 has been resolved. 

Comment 16 

adJusLL LT. 0 ' AU SubS'dl">' accouncs are !„ bala„ce, all 

graatSUdecanarbv 5hr?T fr0° ,,CK clearlJ retirement accouncs In great detail by branch and processing type, 

are unable to arrive at the Division's underpayment amount for MRD K-8 
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Cor.i:nent 17 

Please be advised that there have been no loans uiade to other related companies 
for investments for over six (6) months. All certificates were closed out as 
matured and all loans from Sharon paid off. ' 

Conmient 18 

Necessary adjustments have been made and the accounting staff were cautioned 
regarding deferred fee amortization. 

Comment 19 

A. Old outstanding itmes were researcehd and credited to the reserve. 

B. The practice is to reconcile the dividend account as of the 
issuance of the divident checks, in orer to avoid listing the 
issued at month end as outstanding. Deposits to the account on 
are therefore not in transit on the reconcilement date. 

Old outstanding cheks have been researcehd and credited to the reserve. 

Comment 20 

Subsidiary and central accounts for loans in process are in balance and prove 
regularly. 

Comment 21 
t 

Concerning Woodhouse Row - Since the examination of the Association, the 
Woodhouse Row portfolio has been cleared up and it is believed that the problems 
raised no longer exist: 

A. Ms. Meledones was in charge of setting up the separate income accounts.. 

B. Jack Cavey advised that the dealer repurchased loan file //29 and that copies 
have been ordered to complete loan file #120. 

C. The unreconciled funds have been resolved. 

Comment 22 

Although all minute books are maintained at the Association, from time to time 
they are taken back to the Secretary's Office who prepares the minutes. The 
Examiner is advised of this situation and if the Examiner happens to require 
any information or particular minute book which is not available at the Associ- 
ation, they are advised to contact the Secretary who makes arrangements to 
have the minute book delivered. 

A. The minute booK was at the Secretary's Office and apparently, the desire for 
the minute book was not communicated to the Secretary. 

B. This appears to be in conflict of A above. If the minute book was not available, 
it is difficult to see how the Examiner could have determined that there was no 

day prior to 
huge number 

the last day 
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evidence of an Annual Meeting. In the alternative, ii the minute book was avail- 
able and examined, then Comment A could not apply. 

C. Ihe Duncan i-amily Campground Loan is in effect two separate loans consisting of 
a lirst Mortgage and a Second Mortgage in which the Association participated in 
an equity position, which was disclosed and discussed with the Division prior 
to its inception. Development costs had a high overrun and it was necessary to 
advance additional funds. This was successfully completed and the Association 
has been satisfied with the progress that is being made by the general partners. 
After initial opening of the Campground, and the actual operation to the general 
public, it was determined that the venture could successfully and has success- 
fully maintained the first mortgage held by the Association. It is further 
obvious that the second mortgage is a long term venture in which the Association 
will eventually successfully collect. However, in order to amortize the first 
mortgage and encourage a successful operation, the Association has taken the 
position that the second mortgage held by MIC will be permitted to stand so 
long as interest Is currently maintained. 

D. The annual financial statements have since been sent to the Division. 

E. This appears to have been answered in response to this comment under A and B 
above and the minute books are available. 

Comment 23 

Discussion is being held with NCR regarding various alternatives, including off- 
site storage and the utilization of an alternate data center in Pittsburg. 
Daily printouts on hard copy and film are ri;ceived by the Association. 

Comment 24 

Investment in FMS is being written off. 

Comment 25 

A. f/6950 - Original mortgage in attorneys office for foreclosure. 
117053 - This loan was consolidated with loan 7120. 

D. ?/7064 - 1921 York Road has been released. 
815 Belair Road - Appraisal is in file. 
Route AO - Appraisal is in file. 

E. f/696A - Binder is in file - Original has been requres from Lawyers Title. 

The informational comments were reviewed and called to the attention of the employees 
who were to implement such compliance. 

The secretary was directed to transmit two (2) copies of the minutes of this meeting 
to the Director of Savings and Loans. 
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WILLIAM S. LECOMPTE, J 
OCPUT V DIREC f OP 

December 17, 198^ 

Board of Directors . 
Sharon Savings & Loan t 
(A Stock Corporation) 
^ East Franklin Street 
Baltimore, Maryland 21203 

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 May 31, 198^ 
for compliance with Maryland statutes and regulations and does not 
constitute an audit of these records. 

We request that you carefully review the entire report and specifically 
direct your attention to the following items of supervisory concern: 

A. A review of Comments 1 and 8 reveal serious deficiencies in 
placing the necessary documentation in files for mortgage 
loans and consumer loans. 

In addition. Comment 13 notes that a number of deficiencies 
in the previous examination have not been'corrected. 

Management is directed to obtain the missing and/or incomplete 
documentation and place them in the respective files. Also, 
management is to advise this office of the procedures imple- 
mented to avoid any comments of this nature in the future. 

Furthermore, Comment 1G.3 reveals that the appraisal report 
was prepared by an individual who was in the employment of 
the borrower(s) at the time the loan was granted. 

B. Comment 11 reveals that the examiners were not given all the 
information requested with regards to foreclosures instituted 
on property located in Florida. 

Please submit to this division all the necessary data requested 
in your response. 

111H 7 
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d c' Dl t L-C IO' • 
Sharon Savines i Lc.'- 
^oGc- Two 
December 17, log/, 

You should also review the other exceptions discussed with manaqement 
and assure this Division that corrective action has been taken." 

•Utenf.ion is directed to Examiner's I nforma t iona 1 Consents 
and B wh.ch outline the two most recent examination dates an<3 also 

October 31 t983SOCiati0n,S 0peratin9 resu,ts for the period ended 

The Board of Directors is requested to hold',a meeting to discuss the 
comments in ths letter and report of examination and to advise this 

matters0 Wr,t,n9 of the sPecific action taken with respect to these 

We would also request that two copies of this response be forwarded to 

fnrV,S^ u" forty-five days and that one copy of the response be forwarded to the Maryland Savings-Share Insurance Corporation. 

Very truly yours. 

1 U C_-. . ^  Charles H. Brown, Jr. 
D i rector 

CHB;JJB:1ib 

Enc1osures 

cc. Maryland Savings-Share insurance Corporation 
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EXAMINER'S COMMENTS 

Sharon Savings and Loan Association 

C onmc n t 1 : 

A review of the files of the mortgage loans granted during the period 
March 1, 1983 " May 3I1 198't revealed the fol lowing: 

A. Loan file Nos. 88-752iit 68*7533, 88-7^2, 15-7288, 88-7^72. 88-7^87, 
88-7529, 88-7508 and 88-7531 did not contain the orlgi naI mortgage in- 
strument as required by Regulation .29A(2)(f). 

B. Loan file Nos. 88-7508, l5-7't79, 88-7338 and 88-7531 did not contain 
the original of the current Insurance policies as required by Regu- 
lation .23D. 

The insurance policy in loan file No. 88-7^72 did not list Sharon 
Savings and Loan as first mortgagee. * 

The insurance policy in loan file No. 68-73'(0 did not contain sufficient 
coverage to protect the interest of the association. 

C. The application In loan file Nos. 68-7313, ^8-7285, 88-7338, 88-7531 
68-7340, 68-7533. 48-7275, 88-7293. 88-7492, 68-7294 and 68-7518 did' 
not contain financial Information on the borrowers as required by 
Regulation .23A(2)(c). 

D. Loan file Nos. 88-7529, 68-7518, 88-7508, 88-7524. 68-7533, 88-7492 
and 88-7531 did not contain certifications of title as required by 
Regulation .23C. 

E. Loan file Nos. 88-7524 and 7269,. 7270, 7271. 7272 and 7273 did not 
contain a memorandum of settlement as required by Regulation .29A(2) 
(c). 

The memorandum of settlement in loan file No. 68-7313 was incomplete. 

F. Loan file Nos. 7269. 7270, 7271. 7272. and 7273 in the name of Middle 
Slates K/iowlton did not contain the following documentation: 

1. Loan application as required by Regulation .29A(2)(a)- 

2. Certification of title as required by Regulation .29A(2)(e)- 

3. Appraisal report as required by Regulations .29A(2)(b) and.23B. 

A review of the mortgage note in loan file No. 68-7533 reflected that 
the note was due and payable the same day the loan was made. The 
examiners received a memorandum on August 6. 1984 in reply to 
their memorandum submitted to management on June 14, 1984, which 
indicated that the above loans were either closed or "in the process 
of being paid off." However, Regulation .29C requires that the 
as^ociation retain the following for a period of 3 years after the loan 
is pa id off: 

1. applicat ion ; 

2. appraisal report; 

3. memorandum of settlement. 

G. Loan No. 68-7340 granted to PLL Associates, a New York Partnership, was 
granted on August II, 1983 in the amount of $1,160,000. The principals 
in this partnership are Mr. Edwin Lax, a general partner, and Mr. Jeffrey 
Levitt and Mr. Alan Pearlstein. 

A review of the loan file documentation revealed that the following items 
were mi ss i ng: 

-15- 
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Corrr-ient I : (Com .) 

I. Loan arplicatlonwhich Is required by Regulation .29A(2)(a). 

A f i 
(c). 

|lrl0[lCic,' statement on PLL Associates required by Kequlation .23A(2) 

ConrK?nl 2 : 

ie appraisal report was prepared by hr. Robert H. Hudson who was 
employed .n some capacity by Old Court Savings and Loan. The appraisal 
eport did not contain a statement signed by the appraiser that meets 

the requirements of Regulation .23B('<)(a) through (c). 

A review of delinquent mortgage loans revealed the following; 

A. analysis of the subsidiary loan records reflected the existence of 
^"counts as determined by the definition set forth 

U 0^0 77*'^ f ue outstandin9 balance of these accounts totaled SA 0^0,223.39, as of the date of the current examination, representino 
a delinquency ratio of 3.U of the total mortgage loan balances outstanding. 

B. A review of the loans subject to comnent scheduled on paqe nine of this 
report reflected that loan Nos. 5850, 7265. 66^1 6763 6807 6qoi 79f.f. 

; • i^^728^.7152'7'53' i,58• ),59• ■ 710 and 7070 had not been amortized as to principal and interest during 

examlnaJlon ' •mediately preceding the date of the current 

C. A review of the delinquent loans scheduled on page nine of this report 

the^nr' ?a'' °n rtV",?d ^ the Unpaid PrinciPa' balance of $51.^.^0 for r Shuvalsky loan (3711-13-15 South Hanover Street) exceeded the ^hO.OOO.OO original amount of this loan. 

Commen t 3 '• 

An analysis of the subsidiary mortgage expense accounts reflected that thirty- 

xaVna^r5 Th debit t0ta,in9 as °f of the current ' examination. The mortgagors' expense accounts should be reviewed and adjustments 
made to compensate for the increased cost of taxes and insurance. 

Commen t ^: 

th., A/evie" °f (
the association's method of paying interest on escrow revealed that its method of calculating escrow at A* is in violation of Section 12-109 

0 he Comnierc lal Law Article which provides that escrow interest shall be paid 
at ne greater of 2X, or the rate of interest regularly paid by the lending 
institution on regular passbook savings accounts. 

Conmen t 5 • 

of $|A060Vi00 ?! Lh' "K0CiaKi0<.'S,t:del,ty b0nd revea,ed that the coverage 01 5l.0b0.000 is less than the 51.135.000 required by Regulation .228. 

Conrient 6: 

1583 -/Mav^l^iqfil f,leS.0! the '0anS foreclos«d during the period February 28, 

z%z , 
rrrr;;': -   

Comment 7: 

j ATr °[ 0t
nnua, rep0rt submitted by the association for the fiscal year ended October 31, 1983 revealed several discrepancies which could not be traced 

to the association's books and records. The association should exercise 
care in preparing these documents and submitting them as a representation of the 

-15a- 
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C( • 7; (Corn.) 

Oiioci-Ition'. f,nancial picturc in compl lance'wl th Section 9-30C of the Financial 
• nt i i iul ion*, Mr t 11 It. 
C C^TYncn T £ ; 

A review of lt,e association's consumer loan files revealed the followiny: 

A. Loan file Nos. 17*272. 17-578. 17-583. 17-583, 17-596. 17-609, 17-610. 
17-611 17-612. 17-613. 17-61 A, 17-615. 17-616. 17-6l7and 17-606 were 

10 businesses for business or commercial purposes. Regulation 
, 1 J and Regulation .51 limit consumer loans to non-comnercia1 use unless granted under provisions of Regulation .50. 

B' ,7'583' 17-588' ,7-589- ' 7-598, 17-609 through . ar'd '7-606 did not contain a completed current application as 
required by Regulation .^90(1) (a). 

C' I7%nnfi,?,^c 'Z"272: IM78' ,7-583- ,7-589. '7-598. 17-609 through 17-613. 17*615 through 17-617 and 17-606 did not contain a Federal " 
Truth-in tending statement or loan disclosure statement as required 
by Regulation .'(9C(l)(b). 

0. Loan No. 17-617 granted on May 17. \3BU In the amount of $15,000 contained 
two promissory notes dated April 25, 198'. and May 17, W for $15 000 
each. Per management, the note dated Hay 17, W is the only valid 
instrument securing the loan; therefore, the note dated April 25. 1981i 
should be voided, 

1. Loan No 17-613 dated March 5, 198^ In the amount of $50,000 had expired 

"r ^ and WaS extended on '6, 198^ until June 3, 198^. As of June 29. ^SA.the term of the loan had again expired and is still 
reflected on the association's books as an open loan. 

F' ^°an.^; , 7-578 to Aberdeen Associates Limited Partnership dated April 3. 1983 had a term of 1 year; as of the date of the current examination, 
the term of the loan had expired. 

C. Loan No. 17-615 to William Siskind granted March 23, 198^ was due and 
payable June 23, 198^. As of June 29. 198^., the loan had not been paid 

H . Loan file Nos. 90-388, 90-517, 90-526 and 90-528 did not contain a 
promissory note , 

I. Loan file No. 17*588 to Wendy Slsklnd for the purchase of a boat did not 
contain current insurance policy on the security,as "required by Regu- 
lation .^9C(2}(b). 

Comment 5; 

An examination of the records supporting free share loans revealed the 
tollowing: 

A review was made of loan No. 608171 to William Siskind in the anount of $^0,000 

lUcc. ^le' A further review of savings account Nos. 60287. 60288 and 
. whlch were o^ered as security for the loan revealed that dividends are beinq paid on these "counts at a m rate. |t was a, so noted that the subsidiary free s 

accounts are not coded with the appropriate computer hold number to ndicate that 
these accounts are pledged as collateral for the share loans. 

C omne n t I 0: 

An examination of the books, records and accounting practices revealed the 
t o I I ow i ng : 

A. A review of the bank reconciliation for the Equitable Trust Company account 
No. 603-0905-2 revealed that check No. 22354 Issued on October 31, I983 
has been outstanding for 7 months. The association should charge'this 
check to a liability account In the general ledger. 

B. A review of the association's passbook account No. OI-O2363I-3 with 
Capital Savings and Loan revealed that Interest Income for the periods 
ended December 31, 1983 and March 31. 1984 had not been posted to the 
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Co-'-'or-t 1C: (Con;.} 

avscciat.cn's books. Also, withdrawbls for February 22. 156; and ra> 

, ^^ ' r'"30 not reflected on the association's books Requ- 
' -Oc provides that the books and records be posted quartcrlv. 

The total of the subsidiary mortgage loan accounts was $278 37^ 6S less 
than the control account in the general ledger. 

Conment 1 1 : 

During the course of the current examination, the examiners sent an attorney's 
letter to broad C Cassell. 2 South Biscayne Boulevard. Miami. Floridl. The 
examiners noted that the association had foreclosed on many of (approximately 

ar^at torney"! ^ ^ 0f the eJ.inat i^^refore. 
reference to thP Irr 

WaS ""J' examiners were approached by management in 
the atsoci^ln f ?eY S *tter and WaS t0'd that the law fir^, wou"ld charge the association for release of the Information requested by the examiners The 
examiners were asked if a monthly ^ Sent to the association reftecttng the 
association s business with the above law firm could be used as a substitute for 

accepted'?^i t ins^'d Tn e"m'nerS ,nfonned management that the meno would be accepted if It answered all of the questions listed on the attorney's letter 

o • e1?.^ byfthe divisi0n,s —sealed that the^ do:" not d.sclose all the .nformation requested by the attorney's letter. The associ- 

2 So rhVeqU"teB t? ,nt,,ediatelV inform the law firm of Broad and Cassell at 
an!we -MSoaYn?- ?Vard: Biscayne Tower. Suite 368^. Miami. Florida to answer all questions l.sted on the Division's attorney's letter and send same 
to the Division s Director immediately. 

Comment 12: 

A review of the service corporation's activity revealed the following: 

Sharon hortqaqe Company 

A' ::%lrcrrded 1° the subsldiary by Sharon Savings and Loan Is shown as 518,79^.06 on the parent's books and $13,590.68 on the subsidiary's 
books. These amounts should be in agreement. There was no debt instru- 
ment in conjunction with this transaction that was provided for review. 

E. The financial statement of the subsidiary does not Include the capital 

r::,bUt:0n.by the parent- The parent's books show $100 as Its investment in the subsidiary while the subsidiary's minutes indicate that the capital 
contribut ion should be $300. There was no stock certificate to evidence 
the correct amount of this investment. 

C. Financial statements for the subsidiary were not filed with the Division 

^u^^ion^tESHir ^ ^ ^ nnanCial ,nstitutions Article and 
^ i I pond. Inc. 

A. The subsidiary's books did not reflect the parent's capital contribution 

I : ?e cap,tal stock certificate was not, signed by Ze 1 1 Hurwitz. he books also did not reflect the subsidiary's Investment in Franklin 
treet. Inc.. nor a loan of $^,900 extended by the parent. The exact 

amount of the loan could not be determined. 

B. There was no evidence that board meetings have been held since April 
I503. TKo kt* 1 «k. .0   i 1 - ' • 18, e bylaws required that at least an annual meeting shall be held. 

C. Financial statements for the subsidiary were not filed with the Division 
as required bySection 9-306 of the Financial Institutions Article and 
Kegulation .3^E(2)(a). 

Maryland Institutional Corporation 
A. The subsidiary's loan secured by the Duncan Family Campgrounds has 

delinquent interest in excess of $99,200. It was noted that interest 
was paid to July. 1978. The delinquent status of this mortgage has 
been the subject of comment in several prior reports of examination. 

-15c- 
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Ihii in effecl is an interest free loan to the Joint venture, 
sc that KIC has a loss of cash flow and, therefore, a lost opportunity 
lu teinvesl the required inconic stream from this transaction. Con- 
versely, the joint venture has gained the use of the funds due to MIC 
to invest and subsequently benefit the joint venturers who include Zell 
Hurwitz and other association personnel at the expense of the subsidiary 
and Sharon Savings and Loan. MIC has a 15i Interest in the joint ventuti-. 

fc. The S302,^10.83 note from Sharon to MIC was signed by Mr. Roseman as 
Vice President of MIC, while his correct office is that of Treasurer. 
In conjunction with this transaction, a U fee was to be paid by MIC. 
There was no record of such payment. 

C. An annual meeting was not held in June, 198^ to comply with the provisions 
of MIC's bylaws. 

D. Financial statements for tfie subsidiary were not filed with the Division 
as required by Section 9*306 of the Financial Institutions Article and 
Regulation .3^E(2)(a). 

Harbor City Mortoaoe and Brokerage, Ltd. 

A. The books of the subsidiary did not show the parent's capital contribution 
of S300. The stock certificate was not signed by'Zell Hurwitz. 

Undistributed income of $I7»073*75 on Sharon's books did not appear on 
the books of the subsidiary. 

E. Financial statements for the subsidiary were not filed with the Division 
as required by Section 9-306 of the Financial Institutions Article and 
Regulation .3'<E(2)(a). 

C. A review of the mortgage to Zel Realty revealed the following; 

I* The loan, granted on the security of Improved conmercial property, 
exceeded the loan-to-value guidelines of Regulation .SOCCO which 
provides that any loan upon the security of improved commercial property 
shall not exceed 80i of the market value of the security. 

2. The file did not contain a financial statement or an income tax return 
evidencing verification of income for a self-employed borrower as 
required by Regulation .23A(2)(c). 

C omme n t I 3 ; 

A review of the exceptions set forth in the prior report of examination 
revealed that the following comments remain uncorrected: 

C omme nI 1 ; 

B. Loan No. 7127 did not contain the original of the current insurance 
policy as required by Regulation .23D. 

C. The policy in loan file No. 72^3 did not contain sufficient coverage 
to protect the interest of the association. 

C omme n t 2 : 

A review of the documentation supporting purchased loans revealed the 
f o11ow i ng: 

A. Loan file Nos. 7251 and 7252 did not contain the original mortgage 
instruments as required by Regulation .29A(2){f). 

Loan file Nos. 7158, 7l59i 7167, and 7168 did not contain an 
assignment of the mortgage to Sharon Savings and Loan. 

B. Loan file No. 7251 did not contain an original current insurance 
policy as required by Regulation .230. 

C. Loan file Nos. 72^5 and 7265 did not contain an application as 
required by Regulation .286(2), 

D. Loan file Nos. 72^5 and 7265 did not contain appraisal reports as 
required by Regulation .238. 

-1 5d- 
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Ccrr.i-nt 13: (Con I.) 

by^eQulation ?23C.did 001 COntain f tltle certifi"lion as required 

Sharon! ^ ^ 'f icat ion ,n ^'e Ko. 7265 was not endorsed to 

r- contaln memorandums of sett,e- 

I NT ORhAT IONAL COMMENTS: 

A' ofC^a3ttill8^IrFSK0f th^^inanf,a, C0ndit'0" °f the association as . ISo't and February 28, 1983 revealed the following; 

Increase 
(Decrease) 

-Kay 31 ' '98^ February 28. 198^ Dollar Amount Cent 
Total Savings $118,025,053 $89,937,251 $28,087,802 3,.2 

Worth 7,393,925 A.560.960 2,832,965 62.1 

Total Mortgage Loans 131.636.092 85.303.282 i.6.332.810 5^.3 

Total Assets 161.057,970 113,339,^20 '<7,718.550 42.1 

% to Net 
Pol Iar Amount Qper. Inc. 

1. Net operating income (Page 6. Line 1) 

2. Taxes (Page 6. Line A) 

3- Earnings distributed on savings (Page 6, Line 3) 

V Net income available for reserves and surplus 
(Page 6. Line 2 and Line 6) 

5. Net income distributed (Total of 2, 3 and U above) $ I | ,i.89.939 

100.0 

-0- 

77.8 

2,551.225 22.2 

100.0 
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VcFT\ " l!'C^ 
S, REG. 

i ; 

<Z^ / C 7^ / / 

0# A Special Meeting of the Board of Directors of the Association vac held o! 

Thursday, January 24, 1985, at 3 o'clock P.M., at the Offices of the Association. 

All Directors were present. Mr. Hurwitz acted as Chairman of the meeting and 

Mr. Denick acted as Secretary of the meeting. 

Mr. Hurwitz reported that this Special Meeting had been called for the purpose 

of reviewing the examination conducted by the Division of Savings and Loans of the 

Association for the period of March 1, 1983 through May 31, 1984 and to respond to the 

Examiner's comments. Mr. Hurwitz advised that various Officers of the Association 

had been working on the Examiner's comments for a period of time and therefore, he 

called the meeting when he felt that the Board could fully review the examination and 

respond to the comments. He thereupon reviewed the report and the comments were 

acted upon in the following manner: 

COMMENT 1: 
A. Loan No. 88-7524 - Mortgage in file. Title Certification in file and SettlemenP^ 
Sheet in file. 

Loan No. 68-7533 - Mortgage in file, Title Certification in file. Financial 
Statement - Letter sent to Mr. Klawans on December 27, 1984. 

Loan No. 88-7492 - Mortgage in File. Financial Statement - Letter sent to Mr. 
Thompson on December 27, 1984. 

Loan No. 15-7288 - Mortgage in File. ■ 

Loan No. 88—7472 — Mortgage in file. Insurance Policy — Sharoa is listed as 
Mortgagee. 

Loan No. 88-7487 - Mortgage in file. 

Loan No. 88-7529 - Mortgage in file, Title Certification in file. 

B. Loan No. 88-7508 - Mortgage in file. Insurance Policy in file and Title Certifi- 
cation in file. 

Loan No. 88-7531 - Mortgage in file, Insurance Policy - Master in "Master File", 
Financial Statement in file and Title Certification in file. 

Loan No. 15-7479 - Insurance - Master Policy in "Master Drawer". 
I 11 H ? 

Loan No. 88-7338 - Insurance - Master Policy in "Master Drawer". 
Financial Statement - Letter sent to Mr. Goodman January 4 1985. 

271 
Loan No. 68-7340 - Insurance - Letter sent requesting additional coverage; 

Financial Statement - Letter sent to Mr. Levitt on January 4, 1985. 



C. Loan So. 68-731 ^ _ rw 
State„eIlt ln fiu> Sc[tleD(;nt 

Loan No. A8-7285 - ri . , e 

riM"C1*1 St— " — - - —• o„ , 

Loan No. 48-727S _ 

s— - — - " cavld Be„.2a 0„ Jaiiuai 

Uan N0- 88-7293 - Stacement !„ FUe 

U.„ No. 68-7294 - Fln.nclal StateBent ^ 

Loan So. 68-7S1R _ rj 
Titie Cemac.tiorrf^:""^ - Utt" " KB I„VMtors Ja„uary 4 

"• "d E. nese Comments h.ve been tee ponded to In A B r h 

F Th^o 1 ' and C above. 
Ih"e l0"s h"" pejd ln fuU. 

C' Ue h«v« «,nee ted the Borrower r„ . , 
supply the requested infc— 

COMMENT 2: The lnto —-on. 

o7rLrort8a8e nrncthr£"iroeu^ the co°°e"were revuued 

^nXtrVrHl^le'TtY'1 ST* "Verlns 

State nurrh^' ^ t ^^omlniums were forerl ^ a disagreen]ent and 
"en who du/prr'r"o .'e*^,,0' the one of ^oT V"i0l,S of 
be resold A i ■< ettling and hie estate dlH r, ^ WaS Purcha8ed by a h'r 

Bernerdo Loen - pald ln Full 

Lo.n 7152, 7153i 7i5e 

on Condominiums In vi' vj * » ^162 and 7165 werp bit i 
lleted h.ve elready be^n re^Jved'" ^ "[ forecl^ure" So^e'orth'^ 

i°: it" ■ 'ot*ci-- —«-^t. 
throogh the ^nkJpto/courf!'11'"""^ ,nd h<i ls P«y»ente under e pl8n arr.„Eed 

Loan 6569 - , 
AesocletIon. " " b"n .„d that coocloded ^ ^ 

Loen 7070 - Pald ln Fun_ 

Loen 5876 - paId ln PuU_ 

-"     ■■ 
■•"Ptoy which appears favorable" to'^u'ors^a'/^iu Re0rS"1"tl°" 6a„k- 

"07 - We have rece.v..  UlU ^ ^-ed. 



Loan No. 7064 - Stanley Lloyd has been paid In full. 

Shuvalsky Loan covering South Hanover Street has been referred to our attornev 
foreclosure. y 

advf^H rh r™16 ha6 referred t0 the Mortgage Servicing Department and we are advised that expense accounts are periodically analyzed. 

COMMENT A; The Association maintains a regular passbook savings account at the rate 

f0ur (4Z) Percent and pays interest on its escrow accounts at that rate. 

COMMENT 5. $1,135,000.00 Fidelity Bond was in effect on October 8, 1984. 

COMMENT 6: When the Auditor's Account is filed in a foreclosure, our attorneys forward 
u a copy of the Auditor's Account and we thereafter make the final accounting 

Audi tor T 0Ur6elVeS- We d? know specifically which accounts the 
knoi of « h Dlvlsl0Q could not locate. However, we have copies of all that we 
such cLr* HOUr«ft;Ty\W0Uld ^ COPieS " Wel1 aS Court records require 
copies that coulrf er k" f f*** ^ ^ foreclo6ure is not concluded and any copies that could not be found could always be ordered from the Court. 

thf^rocI«c ^ "IT1 "" dUe K''rch' 198''- 0ur o"81'1® Auditors were in 
at rhflf 1- ° ^"g ceJtal" adjustments to the original October 31, 1983 records 
ancles ,r , thlS fa"0r responsible for some dlscrep! 
strlct'comnlLn/ hSS,e, KPOn th! P"St'nS ln Char8e 0f the statements that 

Institutions ArtIcle^" S0U8 ^ SCCOr'ian« 9-306 of the Financial 

COMMENT 8: 

slvi^JrS rnd L<0an< ha8 applled t0 and "ceived approval from the Board of Savings and Loan Associations to invest the same the same conditions limitations 
restrictions and safeguards applicable and permitted under Federal Law to any Federal 

r u^r^f r ^rtir."16 calied in the trade 

priate^action^18 ^ ^ AcCOuntinS and Bookkeeping Departments for apprb- 

COMMENT 10: 
A. The ABsociation's policy has been that checks outstanding for more than six (6) 
months is charged back to a reserve for outstanding checks. 

£. 

C 

All of the records are now current. 

Apparently, some loans and/or part payments had not been posted to the subsidiary 

and0contrIn0H ^ ^ ^ ^ examlnation- Accounting advised that all subsidiary and controlled accounts are in balance as of this time. 

CasaelT "<|ue"e<1 ^'oraatlon from the Lav Firm of Broad 4 
attorney's ut^r ''°d *11 1uestlon6 Promulgated by the Division's 

COMMENT 12: 
Sharon Mortgage Company 27-'' 

agreement/e8 PaId ^ Pare"t ^ eul>sIdl«y barged to loan account and are In 

E. Accounting advises us that .11 records and documents are now In order. 

C. Accounting was advieed to make cure that *11 xtor ^ . 



Ki i pond , Inc . 
A. Al] documents and records are now In order. 

B. Meetings are held periodically and will be reflected In the olnutes. 

C. Instructions were given to file these reports timely. 

Maryland Institutional Corporation 
A. All interest has been brought current and a distribution made to the Joint Venture 
including Maryland Institutional Corporation.' It is anticipated that Campground 
operations will substantially improve this coming year. 

B. Mr. Roseman was informed of his proper office. The fee arrangement was not 
connected with the note. 

C. Meetings are held periodically and they will be reflected in the minutes In the 
future. 

D. Instructions were given that statements should be filed timely. 

Harbor City Mortgage and Brokerage, Ltd. 
A. All records and documents are in order. The books are in balance. 

B. A; ...i., this was called to the proper persons that statements should be filed 
promptly. 

C- ^ Zel Realty Loan was reviewed carefully with the loan committee and attention 
called to the regulations. The persons chargeable with loan processing were notified 
to seek to obtain information required by regulation .23A(2)(c). 

COMMENT 13: 
Comment I: 
B. Loan No. 7127 - Insurance - Letter sent requesting policy January 10, 1985. 

C. Loan No. 7243 - Insurance - Mr. Klein's Office called to say taken of by agent 
on January 16, 1985. 6 . 

Comment 2: 
A. Loan No. 7251 - Mortgage - In File. 

Loan No. 7252 - Mortgage in File with Short Aasignment to us attached. 

Loan No. 7158 - Assignment appears on copy of note in file. 
Loan No. 7159 - Assignment appears on caopy of note in file. 
Loan No. 7167 - Assignment - Master Assignment in separate drawer. 
Loan No. 7168 - Assignment - Master Assignment in sepa'rate drawer. 

B. Loan No. 7251 - Insurance Policy in file. 

C. Loan No. 72A5 - Application purchased from Center Savings and Loan - In File. 
& Apraisal - In File 
D Title Certification - In File 
& Settlement Sheet - Purchased from Center Savings and Loan. 

Loan No. 7265 - Application - Requested from Adce i Cressy 27^.i 
Apprlsal in file. 

F. Loan No. 7247 - Settlement Sheet - Purchased from Center Savings and Loan. 

The ini ormational comments were reviewed and analyzed by the Board. 



The Secretary was directed to transnit copies of the minutes of this neetin 
the Division and to MSSIC. 

There being no further business coming before the meeting, the same was adjourned 

SECRETARY 



HaTFY Hli&MCS 
' . GOVEBNO" 

JOHN J. CORBLEY 
SECRETAKY 

statc or va^n lar 

DEPARTMENT OF LICENSING AND REGl/u AT ION 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 
231 EAST BALTIMORE S ^ R t C T 5 A L " i M C ^ t IK' 

SEvE». rwCCP- 
3C1 '6J&-65:-- 

C LE S H. EC 0^ JC 
r -t-» r T*5 

February 7, 198^ 

Board of Di rectors 
Security Savings and Loan 
A East Franklin Street 
Baltimore, Maryland 21203 

P 

i 

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 May 31, 1983 for compliance with Maryland statutes and regu- 
lations and does not constitute an audit of these records. 

We request that you carefully review the entire report and specifically 
direct your attention to the following items of supervisory concern. 

1. Comment 2 reflects a drastic increase in delinquent loans since the 
preceding examination. Delinquent loans scheduled on Page 9 
the examination report are in excess of $6,000,000.00. In addition, 
delinquent and unpaid interest on these loans is in excess of 
$600,000.00. 

Please advise this office of the current status of these loans. 

2. Comment 3A 'denotes that the association is not paying interest on 
escrow accounts at its regular passbook rate of 7%, but is instead 
paying a lesser rate of 

Please advise this office of the action taken by-the association 
to pay interest on escrow accounts at its regular passbook rate 
of 7%. 

3. Comment 5A states that the association's accounting firm performed 
a "review" rather than an "audit" for the years ended February 28, 1983 
and 1982. 

Please advise this office of the steps taken by the association towards 
obtaining the required audi t. 

Baltimore metkc area 6S9-6;-3C 
outside ba^timcre metro ar^a 
TCLL-fRLt l-eOO-ASI-Ti: 1 

IIIH10 

2 
"7 a ' 
/ * ■) t t v r ob or * * 

baltc ACT*?? •-"»« 
c c • 



Boa rd of D i rectors 
Security Savings and Loan 
Page Two 
February 7, 198A 

k. Comment AC lists numerous consumer loans to William Siskind and 
other corporations and partnerships. None of these loans meet 
the definition of a consumer loan as set forth in Regulation .A9A(2). 
"Consumer loan" means a direct loan to one or more persons for persona 1, 
family or household purposes, etc. Accordingly, you are directed to 
divest the association from these loans to comply with the aforementioned 
regulation. • 

You should also review the other exceptions discussed with management and 
assure this Division that corrective action has been taken for each and 
every comment. 

The Board's attention is directed to Examiner's Informational Corments A 
and B which outline the two most recent examination dates and also highlight 
the association's operating results for the period ended February 28, I983. 

The Board of Directors is requested to hold a meeting to discuss the comments 
in this letter and report of examination and to advise this division in 
writing of the specific action taken with respect to these matters. 

We would also request that two copies 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 trulv vours. 

Charles H. Brown, Jr. 
Di recto r 

CHB:AF: 1i b 

End osure 

cc: Maryland Savings-Share Insurance Corporation 

27 



EXAMINERS' COMMENTS 

Security Savinot jnO Loon, Inc. 

Cort'-tcnt 1 : 

An examinolion of the files of the niortciage loans granted durina the 
period June 1, 1982 - May 31, 1983i revealed the following: 

A. Loan file Nos. 208053, 208857, 208850, 208832, and 20885^ did not contain 
the original mortgage instrument as required by Regulation .29A(2)(f). 

It must be noted that insufficient time has elapsed for the mortgage 
instrument to have been returned from the recording office. 

B. Loan file Nos. 208853. 208828, 208817, and 208796. did not contain 
appraisal reports as'required by Regulation .29A(2)(b). 

The appraisal was not signed for loan file No. 2088l'i. 

C. Loan file Nos. 208853 and 208851t did not contain an application as 
required by Regulation .29A(2)(a). 

The application in file No. 2088l1t was not signed by or on behalf 
of the borrower, as required by Regulation .23A. 

D. Loan file Nos. 208853, 208828, 208857, 2088^3, 20885^, and 208858, 
did not contain a certification of title as required by Regulation 
.29A(2)(e). 

E. Loan file Nos. 2088l'( and 208815 did not contain a memorandum of 
settlement as required by Regulation .29A(2)(c). 

The memorandum of settlement In loan file Nos. 208853, ZOSSS'*, and 
208790 was not dated. 

F. The association purchased loan Nos. 208818 and 208819 from Maryland 
National Bank. The settlement sheets are missing from both folders. 
In violation of Regulation .288(3). Also, there were no financial 
statements in the folders. 

The latest appraisal in file was January, 1980; however, the 
loans were purchased from Maryland National Bank on December 
29, 1982. This appraisal was therefore two years old at the 
time that the loans were purchased. 

G. Loan No. 208817 was granted upon the security of improved commercial 
property with a loan-to-appraisal value ratio In excess of 805; of 
the market value of the security. The loan-to-appraIsa1 value 
of this loan Is 98.3%. This is in violation of Regulation .30C(M(b). 

Coniment 2: 

An analysis of the subsidiary nortgage loan records reflected the 
existence of forty-eight ('<8) delinquent accounts as determined by the 
definition set forth In Requlation .01G. The outstanding balance of 
these accounts totaled Sb.OS't, 393-' 3, as of the date of the current 
examination, representing a de 1 i nq uency ra t i o of 5.7't of the total mortgage 
loan balances outstanding. 

During the period of the current examination, the total outstanding 
balance of the delinquent accounts increased from $658,025.91 to 
56,05^,393.13. This represents an increase of 920% over the previous 
examination. The delinquent and unpaid interest on the loans subject to 
comment totaled $609,833-91■ 
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Security Savinc^ jn^' Lx.iii. Inc. 

CG :.. I.. iiI 3: 

A review of escrow accounts revealed the following; 

A. For the period ending May 3'. 1983. the association was accruing 
interest on escrow accounts at the rate of kt. Conmercial Law 
Article 12-109(b) (ii) states, "association shall pay interest 
to the borrower on escrow funds at the rate'of interest regularly 
paid by the lending institution on regular passbook savings accounts." 

While Security does have one passbook savings account, it appears 
from records reviewed during the course of the examination that 
the regular savings passbook account at Security Savings and Loan 
is paid at the rate of 7^; therefore, the association is in violation 
of Commercial Law Article 12-109 (b) (i i). This was a matter of 
comment in the prior examination report. 

8. The association regularly takes a late charge out of the escrow 
portion of the payment if the borrower failsrto include the 
funds in the payment when the association is due a late charge. 
This is a violation of Commercial Law Article 12-109.1. This 
is also a violation of the association's legal loan instrument, 
which states, "The aggregate of the amounts payable pursuant to 
subparagraphs I and 2 of this paragraph shall be paid in a single 
payment each month to be applied to the following items, as appli- 
cable, in the following order: 

1. Ground rent, taxes and other governmental liena and charges, 
condominium and community association charges, and similar 
charges, fee and other hazard insurance. 

2. Interest on the note secured hereby, and 

3. Amortization of the principal of the note." 

This was a matter of comment in the prior examination report. 

Conii K-'nt ^ : 

An examination of the records supporting consumer loans revealed the 
fo1lowi ng: 

A. On February 19, 1982, a consumer loan with an expiration date of 
ninety days was granted to Leonard C. Gore in the amount of 
$25,000. As of the current examination date, this loan still 
was unpaid and no principal payments had been made since the 
granting of the loan. Furthermore, this loan should be classified 
as a loss pursuant to Regulation and a specific reserve set 
up in the amount of $25,000. 

Also, noted in regards to this loan to Leonard C. Gore were the 
folIowi ng; 

1. The top of the promissory note bore the imprint of "1st American Bank 
of Maryland". 

2. The promissory note states that the creditor is "Sharon Savings 
and Loan." 

Please explain why Security Savings and Loan is not named in the 
above two matters. 

B. None of the consumer loans made by the association has an appli- 
cation in file, in violation of Regulation .'(9C(l)(a). 

C. None of the following loans granted by Security Savings and Loan 
as "consumer" loans meet the definition of a consumer loan set 
forth in Regulation .1(9A(2); rather, they appear to be commercial 
loans; 
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Security S.'ivino'., at-.ij Lo;!n, Inc. 

Loon No. Borrower Originol Ancunt 

300002 Wi11iam Siskind $100,000.00 

300003 William Siskind ■ 50,000.00 

30000^ Pikesville Hotel, Ltd. 
Partnership, et al. 200,000.00 

300005 " " 185,000.00 

300006 B. S. P. Associates 88,500.00 

300007 Capital Realty 20,000.00 

Please explain why the above were granted as consumer loans. 

D. Loans to William Siskind and related partnerships and companies 
appear to be unauthorized, as they do not meet the requirements 
of Regulation .'(9A(2)re the definition of a consumer loan, as 
mentioned in C above. However, even if these loans were authorized 
investments made as consumer loans, they are in violation of Regu- 
lation .'490(2) which states, "an association may not loan to any 
one borrower more than $10,000 or 2.5 percent of the association's 
reserves as that term is defined in Regulation .'(O-lA(l), whichever 
is greater." 

The association's reserves as of February 28, 1983 (per the 
association's annual report) were $3,529,238, making $88,231 the 
maximum amount the association could lend to one borrower as 
consumer loans. 

The loans to Mr. Siskind and related companies totaled $623,500, 
as of February 28, 1983 = 

Loan No. Borrowe r Original Amount 

300002 Siskind .$100,000 

300003 Siskind 50,000 

30000^ Pikesville Hotel, Ltd., 
et al. 200,000 

300005 " " 185,000 

300006 8. S. P. Associates 88.500 

Total: $623,500 

This total of $623,500 exceeds the allowable maximum of $88,231 by 
$535,269, approximately 607i. 

Comment 

An examination of the books, records and accounting practices revealed 
the followi ng: 

A. The savings and loan received from their accounting firm. Glass 
C Associates, P.A., a revi ew instead of the required aud i t for 
the years ended February 28, 1983 and 1982. This is in violation 
of Regulation .06A(1), which requires an a ud i t ■ 

6, The association (Security) settled loans which were originally 
conmitted for by Sharon Savings and Loan. The commitment fees 
of $2't,961.00 were taken into income by Sharon Savings and Loan. 
Since those loans were made by Security, the proper adjustments 
should be made to reflect the income on Security's books. 
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Sec urit > Sav i nqb and Loan, Inc. 

C. Oot urvntat ion for repurchase agreements nas not avoi lablv foi 
review for general ledger account No. Sfj'tO. Tlu- i ten in question 
Is a repurchase aurcenient made for $1,977,23^.^2 on Auqust 31, 
1982. 

D. The association Is still carryinq a $600.00 balance for its investment 
in FMS, Inc. stock (G/L #1^95390). Since FMS, Inc. is now defunct, 
this $600.00 balance should be written off. 

Comment 6: 

As of the May 31, 1983 examination date, the association has $100,000 
invested in unsecured Federal Funds. This Is not an authorized Investment 
under the provisions of FIA 9"^19(a) or Regulation .3'- This has been a 
matter of supervisory comment in the prior two examination reports. The 
association should Invest in secured Federal Funds, or request permission 
to invest in unsecured Federal Funds under Regulation ..50, "Other Invest- 
ments - Federal Tie-In." 

Conrient 7- 

A review of the responses to the management questionnaire revealed the 
fo1 lowing: 

A. Question A failed to disclose that Ted Denlck and Hishet Roseman are 
directors of Atlas Savings 6 Loan. Mr. Roseman Is also a Vice 
President and Managing Officer of Atlas Savings 6 Loan. 

B. Question 5A failed to disclose that Security Savings £ Loan made loans 
to companies or partnerships that had a direct or indirect financial 
interest held by MSD Associates (which is owned by Mark, Steven, 
and David Hurwitz) or by Mark, Steven and/or David Hurwitz directly. 
Examples of these loans are #208807 (MSD Associates), /!,208791 (New 
Oak Grove Limited Partnership; MSD Associates, limited partner), 
and #208829 (David T. Hurwitz and Arthur Waqner). 

CG;:.iV-ia £: 

A review of the certificates of deposit held by Security Savings 6 Loan 
for funds it has placed in other savings and loans revealed the following: 

A. As of May 3', 1983. Security Savings C Loan has Sl.'t million in jumbo 
certificates at Atlas Savings C Loan. As of the same date, the 
total assets of Atlas are reported to be $2,318,29^. 

The maximum that could be accepted by Atlas Savings t Loan from 
Security Savings t Loan on May 31, 1983 would be $ 115,91^.70, as 
allowed by Regulation .376, which states: 

8. Deposits from Other Financial Institutions. A State-chartered 
association may not accept deposits from any financial Insti- 
tution, the aggregate of which would exceed 5 percent of the 
assets of the recipient association. 

B. As of the examination date, the association has deposits In FSL1C 
insured associations in excess of $100,000, which Is the maximum 
insurance amount in such institutions. 

This violates Regulation .37Ml)(a) and . 37M 1 ) (b) (i i i ), which 
state that each deposit may "....not exceed the applicable In- 
surance limitation." 

Deposits In excess of $100,000 was also a matter of supervisory 
comment in the prior examination report. 

Comr.triU 9^ 

A review of loan Nos. 208807, 208829, and 208791 revealed the followinq: 

A. On November 29, 1982, the savings and loan granted mortgage loan 
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St-Cur i 1 y S>iv i rut arid Lo^n . Inc . 

No. 208807 in the arnounl of $115,000 on a rebidential honie lo 
MSO Associates. MSD Associates is 100 percent owned by Marc, 
Steven and David Hurwitz who are all officers, directors or 
employees of Sharon and/or Security Savinqs t Loan. All are 
the sons of Zell Hurwitz who is an officer, director and con- 
trolling person of Sharon Savings t Loan as set forth in FIA 
9-323. Security Savings 6 Loan is a ICOt owned subsidiary 
of Sharon Savings t Loan. Approval of this loan was not granted 
by the Division as required by Sections 9*323 and 9*307 of the 
Financial Institutions Article, and Regulation .1(3B(3). 

B. Loan No. 208807 was granted on November 29, 1982, and the 
subject property was appraised by Mr. Leon Amernlck on 
November II, 1982. The purchase price (11/82) was $102,500. 
The appraised value is $130,000 and the loan.amount is $115,000. 
There is no indication that any additional improvements were 
made to the property subsequent to the sale. Good loan under- 
writing practice dictates that the lower of the appraised value 
or the purchase price be considered when computing the loan-to- 
value ratio, unless the appraiser can substantiate that the 
purchase price is in fact below market value. 

C. Loan No. 208829 to David Hurwitz on property located at 71'* S. 
Hanover Street was granted on March >4, 1983 for a 1 year rehabill* 
tation loan and 30 year permanent loan. The rate of 105; was 
considerably below market at the time. Although permission was 
granted by this Division to make this loanj a fair market rate of 
Interest was expected to be charged. 

D. Loan No. 208791 was a $2.75 million loan on apartments purchased 
by New Oak Gove Limited Partnership. Records In file indicate that 
305: of this partnership Is owned by MSD Associates (Marc, Steven 
and David Hurwitz). The following exceptions were noted with 
regards to this loan: 

1. No approval was granted by the Division as required by FIA 9*307, 
FIA 9-323 and Regulation .^3. 

2. There is no assignment of rents in the loan file. 

3. The loan file does not contain financial statements or tax 
returns for any of the partners (general or limited) and contains 
credit reports only for the general partners. 

^. The property was purchased for $2,1t50,000, and was appraised 
by Mr. Leon Amernlck for $5,275,000 as of a similar date. This 
appraisal allowed the association to loan the partnership 
$300,000 more than the purchase price. Good loan underwriting 
practice dictates that the lower of the appraised value or 
purchase price be considered when computing the loan-to*va1ue 
ratio, unless the appraiser can substantiate that the purchase 
price is in fact below market value. 

Comtumt 10: 

The association has mortgages totaling $7,221,377-17 due from William 
Siskind and his related businesses, and $623,500 In so called "consumer loans", 
for a total of $7, 8^ , 877. 1 7. 

This represents 5.It of the assets of Security Savings t Loan and 8.6t 
of the total mortgages outstanding (excluding GNMA and FHLMC certificates). 
Although not specifically in violation of any regulation, these loans repre* 
sent a significant portion of the assets of the association. The loan 
histories In file indicate many of these loans to be extended and modified 
loans with previous payment problems. If these loans were to become problem 
loans for Security, It could negatively affect the profitability of the 
association. Please advise the Division as to the current status of 
the Siskind loans. 
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Si-cmil. Saviriqi; and Loor., Inc. 

COi.'.t/nt 1 I : 

Security Savings t Loan purchased I'i loans totaling approximately 
SI.9 million from Sharon Savings t Loan at par value on property located 
in the Rio Espana Condominium, Pompino Beach, Florida. At least two 
were seriously delinquent, and one contained a letter from the attorney 
warning of imminent foreclosure. 

Please advise the Division as to the current status of these 1'i 
Rio Espana loans. 

INFORMATIONAL COMMENTS: 

A. A comparative analysis of the financial condition of the association 
as of May }\, 1983 and May 31. 1982 revealed the following: 

Increase 
(Decrease) 

Pe r 
31. 1983 May 31. 1982 Do 1 I a r Amount Cent 

Total Savings $1lA,818,227 $86,52^,751 $28,293,^76 32.7 

Total Net Worth 2,897.596 2,153.569 7^.027 3^.5 

Total Mortgage Loans 105.211.671 80,102,097 25.109.57^ 31.3 

Total Assets 137.^23,080 95.356.788 ^2.066,292 hk.\ 

B. A review of the association's earnings for the fiscal year ended 
February 28, 1983 disclosed the following; 

to Net 
Pol lar Amount Oper. Inc. 

1. Net operating income (Page 6, Line 1) $1 I,085,805.6^ 100.0 

2. Taxes (Page 6, Line M (10.591.96) (o.l) 

3- Earnings distributed on savings (Page 6, Line 3) I 0,I^5,12^.86 91.5 

^. Net income available for reserves and surplus 951.272.7^ 8.6 
(Page 6, Line 2 and Line 6) 

5. Net income distributed (Total of 2, 3 and ^ above) $11,085,805.6^ 100.0 
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DEED OF TRUST ^ 1: 

, THIS 1)1;£d'^1;! 'li^OsT is/Lde this /^of, day of...   
19/?&, aniont ibc Granlor,. .. .fiP. .ASSOCIATKS, 0 M.-ir^jniid Genera], Parlnersjiig  

. ./ (bcicin "Doifowcr"),. 
. IT-iWIS .t. . t'lUiHCi .<3P<I.Vjif.f.REY. A/. WiXiTT (herein "Tuisiee"), and llie BcneCciar), 
OLD COURT SAVINGS AND LOAN, INC.    a corporalion organized and 

<Aisline under the laws of ^?.ryASIl<? whose address is. .?5. W.Q.HX  
STREET, BALTIMORE, MARYLAND 21202  (herein "Under"). 

Borrower, in consideration of the indebtedness herein recited and the trust herein crcated, irrevocably grams 
and conveys to Trustee, in trust, with power of tale, the following described properly located in the County of 
.. AALTItWRE.      State of Maryland; 

BEING KNOWN AND DESIGNATED as Lot No. AR, as shown on a Plat entitled "Resubdivision 
of Lots 45 - 55, as shown on 2nd Amended Plat of Stevenson Crossing, Plat II", which 
Plat is recorded among the Land Records of Baltimore County in Plat Book EMK,Jr. No. 
48, Folio 31. The improvements thereon being known as No. 608 old Crossing Drive. 

BEING the same lot of ground which by Deed dated of even date herewith and recorded 
or intended to be recorded among the Land Records of Baltimore County prior hereto was 
granted and conveyed by Stevenson Limited Partnership unto MSD Associates, the herein 
Borrower. 

Mortgagor hereby agrees that said loan was made or is being made as a commercial 
loan and the Mortgagor further covenants and agrees that the loan is being transacted 
solely for the purpose of carrying on or acquiring a business or commercial enterprise 
as those terms are used and defined in Section 12-103 E (2) of Che Commercial Law 
Article of the Annotated Code of Maryland, (1975 Edition). 

Nothwithstanding anything to the contrary contained in the provisions set forth in 
Uniform Covenant No. 17 in the within Deed of Trust, the Borrower, only, shall have the 
isolute right, to transfer or sell all or any part of the property or interest therein 
Ithout first obtaining Lenders prior written consent, which sale or transfer shall not give 

the Lender the option to declare all the sums secured by this Deed of Trust to be due and pay- 
able. Any subsequent sale or transfer of all or any part of the Property or any Interest 
therein, shall be subject to the terms and conditions of Uniform Covenant No. 17 set forth in 
this Deed of Trust. Upon approval by the Lender, its successors and assigns of the credit of 
such person or persons to whom the property is to be sold or transferred in whole or In part 
by the original Borrower, which approval shall not be unreasonably withheld, the original 
Borrower herein, shall be released from all obligations under this Deed of Trust .upon said 
person entering into a written assumption agreement with the Lender agreeing to assume all of 
the then existing terms, covenants and conditions of this Deed of Trust and the Promissory 
Note secured thereby. £' /{C'/F 19.00 

_ n/TRST 0 h 
ftf/VJtf T 19.00 

... ... , 608 Old Crossing Drive, Baltimore, Maryland 21208 ">1^^001 R02U1-29 v.hjch has ihc address of 7      li/20/S^ 
(City) 

 (herein "Property Address"); 
(SUIc and Zip Cod*] 

Such property having been purchased in whole or in part with the sums secured hereby. Tocether with all the improvemenls now or hercatlcr crcctcd on the properly, and all easements, righls, 
appurtenances, rents (subject however to the righls and authorities given herein lo Lender to collect and apply such 
rents), royalties, mineral, oil and gas righls and profits, water, water righls, and water slock, and all fixtures now or 
hereafter allached to the properly, all of which, including replacements and additions thereto, shall be deemed to be 
and remain a part of ihe properly covered by this Deed of 1 rust; and all of the foregoing, together wiih said properly 
(or the leasehold eslaie if this Deed of Trust is on a leasehold) are herein referred to as the "Properly"; 

To Secure to Lender (a) the repayment of the indebtedness evidenced by Borrower's note dated. P/. 
herpwlth (herein "Note"), in the principal sum of. ONE HUNDRED FIFTEEN. THOUSAND. AND OO/lOO. . 
. .(.$1.15,Q0Q.00) --""""--"777".'.. .Dollars, with interest thereon, providing for monthly installments 
of principal and inleresl, wiih the balance of the indebtedness, if not sooner paid, due and payable on. . .'.'l6. 
. tW. .of . Jpp.u.ary .?9) ?. Trrr.-.""."TT .; the payment o( all oiher sums, wiih inleresl thereon, advanced 
in accordance herewith to protect the security of this Deed of Trusl; and the performance of the covenants and 
agreemems of Borrower herein contained; and (b) the repayment of any future advances, with inleresl thereon, made 
10 Borrower by Lender pursuant to paragraph 21 hereof (herein "Future Advances"). 

Borrower covenants that Borrower is lawfully seised of the estate hereby conveyed and has the right lo granl and 
tonvey the Property, that the Property is unencumbered, and thai Borrower will warrant and defend specially the 
title lo the Properly against all claims and demands, subject to any declarations, easements or reslrictions listed in a 
schedule of exceptions lo coverage in any lille insurance policy insuring Lender's inleresl in ihe Properly. 

MARYLAND—1 lo4 flmilr—7/76—fNMA/mMC UKIfORM INSTKUMCNT O *7 " i 
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1:n:j _> '•! ("on»n«MS Horrovktr arij IcnJcr covcnaru jik! a^rcc as 
J. I'fcwucni of I'liiulpaJ and InUrrM. borrower shall promptly pay v.hen due the puntipal oi and inintM on if.i 

n uif .ivii cvj cvidcnccd b> ific Note, pri,pa)ment and laic ciui^o as provided in ihe Note, and Ihc pnncip^! of and u icrcsi 
v . c-.. ! ic AiJv.,Mces H-ciued b> this Deed of Trust 

2. lundv ftu 'Imm» and liuurutur. Subject to applieaMe law or lo a written wjivcr by lender, H.>nower sJ-.all p.-^v 
iv 1 ». r ihe dj\ rnonthly installments of principal and inicrest are pa>aMe tinder tli'' I Cole, until Ihe Note is paid in ! u I 
3 s. ni i:.eieu: I i;nd%".} rmial lo one-tuelfth of the >eail\ lakes and ;i-.!es\iticnts whuli nias attain pnoruN i'ver th s 
Uced < ' 1 rust, and {.round rents on the Property, il any. plus onc-lwclflh of >r.irI> picmiuin installnients (»'r )u/ard inMiraiue. 
p:u\ one tx^elfth >e.«rly premium installments lor morigage insurance, if any. ^11 as re.«son.ihl> rstiiuated m.t j Is and from 
lunc io lune hs 1 ender on the basis of assessments and bills and reasonable esiimates thereof. 

I hf I'unds shall be held in an institution Ihe deposits or accounts of uhich are insured or guaranteed b) a I'ederal or 
s;d:e uf-etu> tincludir.^ I ender if Lender is such an institution) l ender shall apply the l uiuls lo pay said taxes, assessments, 
msuraruc premiums and ground rents. Lender may not charge for so holding and applying the Funds, analy/mg said account 
or verifying and compiling said assessmenls and bills, unless Lender pays Borrower interest on Ihc Funds and applicable la* 
permits 1 ender to make such a charge. Borrower and Lender may agree in writing at ihe lime of execution of this 
Ueed of Trust that interest on Ihe Funds shall be paid lo Horrovser. and unless such agreement is made or applicable law- 
requires such interest lo be paid, Lender shall not be required to pay Horrower any interest or earnings on the Funds. Lender 
shall give to borrower, without charge, an annual accounting of the Funds showing credits and debits to Ihe Funds and the 
purpose for which each debit lo ihc Funds wa^ made. The Funds arc pledged as additional sccunty for the sums secured 
by this Deed of Trust 

If the amount of the Funds held by Lender, together with the future monthly installments of Funds payable prior lo 
ihe due dales of taxes, assessments, insurance premiums and ground rents, shall exceed the amount required lo pay said laves, 
assessments, insurance premiums and ground rents as thc> fall due. such excess shall he. at borrower's option, either 
promptly repaid to borrower or credited to borrower on monthly installments of Funds. If Ihc amount of the Funds 
held by I ender shall not be suflicienl lo pay taxes, assessments, insurance premiums and ground rents as ihey fall due. 
Borrower shall pay to Lender any amount necessary lo make up Ihc deficiency within 30 days from Ihc date notice is mailed 
by Lender to Borrower requesting payment thereof. 

Upon payment in full of all sums secured by Ihis Deed of Trust, Lender shall promptly refund to Borrower any Funds 
held by Lender. If under paragraph 18 hereof the Property is sold or the Property is otherwise acquired by Lender, Lender 
shall apply, no later than immediately prior to the sale of the Property or its acqitismon by Lender, any Funds held by 
Lender ai the time of application as a credit against the sums sccured by this Deed of Trust. 

3. Application of Payments. Unless applicable law piovides otherwise, all payments received by 1 ender under the 
Note and paragraphs 1 and 2 hereof shall be applied by Lender first in payment of amounts payable to Lender by borrower 
under paragraph 2 hereof, then lo interest payable on Ihc Note, then lo the principal of the Note, and then to interest and 
principal on any Future Advances. 

4. Chargrs; I.irns. Borrower shall pay all taxes, assessments and other charges, fines and impositions attributable to 
the Property which may attain a priority over this Deed of Trust, and leasehold payments or ground rents, if any. in the 
manner provided under paragraph 2 hereof or, if not paid in such manner, by borrower making payment, when due, directly 
lo the payee thereof. Borrower shall promptly furnish lo Lender all notices of amounts due under this paragraph, and in Ihe 
event Borrower shall make payment directly. Borrower shall promptly furnish to Lender receipts evidencing such payments 
Borrower shall promptly discharge any lien which has priority over this Deed of Trust; provided, that Borrower shall not be 
reared to discharge any such lien so long as Borrower shall agree in writing to Ihc payment of the obligation secured by 
such hen in a manner acccplabic lo Lender, or shall in good faith contest such hen by, or defend enforcement of such lien in, 
legal proceedings which operate lo prevent the enforcement of the hen or forfeiture of the Property or any parr thereof 

5. Hazard Insurance. Borrower shall keep the improvements now existing or hereafter erected on the Property insured 
agumst loss by fire, hazards included within Ihe term " extended coverage"', and such other hazards as I ender may requue 
and in such amounts and for such periods as Lender may require; provided, lhat Lender shall not require thai the amount of 
such coverage exceed that amount of coverage required to pay the sums secured by this Deed of Trust. 

Ihe insurance earner providing the insurance shall he chosen by Borrower subject lo approval by Lender; provided, 
lhat such approval shall not be unreasonably withheld. All premiums on insurance policies shall he paid in the manner 
provided under paragraph 2 hereof or, if not paid in such manner, by Borrower making payment, when due, directly lo the 
insurance earner. 

All in* „• ranee policies and renewals thereof shall be in form acceptable lo Lender and shall include a standard mortgage 
clause m favor of and in form acceptable lo Lender. Lender shall have the right to hold the policies and renewals thereof. 

Borrower shall promptly furnish to Lender all renewal notices and all receipts of paid premiums. In the event of loss. 
Borrower shad give prompt notice to the insurance carrier and Lender. Lender may make proof of loss if not made promptly 
by Borrower 

Unless Lender and Borrower otherwise agree in writing, insurance proceeds shall be applied lo restoration or repair of 
the Property damaged, provided such restoration or repair is economically feasible and the security of this Deed of Trust is 
not thereby impaired K such restoration or repair is not economically feasible or if the security of this Deed of 1 rust would 
be impaired, the insurance proceeds shall be applied lo Ihc sums secured by this Deed of Trust, wnh the excess, if any. p^.d 
to Borrower If the Property is abandoned by Borrower, or if borrower fails lo respond lo Lender within 30 days from the 
dale nonce is mailed by Lender to Borrower that the insurance earner oilers to settle a claim for insurance benefits. 1 ender 
is authorized to collect and apply the insurance proceeds at Lender's option either lo restoration or repair of the Property 
or to the sums secured by this Deed of Trust. 

Unless Lender and Borrower otherwise agree in writing, any such application of proceeds lo principal shall not extend 
or postpone the due date of the monthly installments referred to in paragraphs 1 and 2 hereof or change the amount of 
such installments If under paragraph 18 hereof the Property is acquired by Lender, all right, title and interest of Borrower 
m and to any insurance policies and in and to ihe proceeds thereof resulting from damage to the Property prior to the sale 
or acquisition shall pass to Lender lo the extent of the sums secured by this Deed of Trust immediately prior lo such sale or 
acquisition 

6. Presenmion und Mainlcniince of Properly; Leaseholds; Condominiums; Planned Unit Developments. Borrower 
shall keep the Property in good repair and shall not commit waste or permit impairment or deterioration of the Property 
and shall comply with the provisions of any lease if this Deed of Trust is on a leasehold If this Deed of Trust is on a unit m a 
condominium or a planned unit development. Borrower shall perform all of Borrower's obligations under the declaration 
or covenants creating or governing the condominium or planned unit development, the by-laws and regulations of the 
condominium or planned unit development, and constituent documents. If a condominium or planned unit development 
fidcf is cxecutcd by Borrower and recorded together with this Deed of Trust, the covenants and agreements of such nder 
shall be incorporated into and shall amend and supplement the covenants and agreemenls of this Deed of Trust as if the rider 
were a part hereof. 

/. Protection of I^eoder's Security. If Borrower fails to perform the covenants and agreements contained in this 
UcrJ of 'Iruil. or if any iclion or proceeding is commenced which malenally allccis Lender's inleresl in ihc Proper!) 
including, bul nol limited lo. eminent domain, insolvency, codc enforcemenl. or arranfcmenls or proceeding involving a 
bankrupt or decedent, then Lender at Lender's option, upon nonce lo Uorrower. may make such appearances, dishuise such 
sums and take such action as is necessary to protect Lender's interest, including, bul not limited to disbursement of 
reasonable aliorney's fees and entry upon the Property to make repairs If Lender required mortcjre insurance as a 
condition of making the loan secured by this Deed of Trust, Horrower shall pay the premiums required to maintain such 
insurance in ellect until such time as the requirement fur such insurance terminates in accordance wiih Borrower's and 
Lender's writicn agreement or applicable law. Bunower slull pay the amount of all mortgage insurance premiums in the 
manner provided under paragraph 2 hereof. 

Any amounts disbursed by Lender pursuant lo this paragraph 7, with inleresl thereon, shall become additional 
indebtedness of Borrower sccured by this Deed of Trust Unless Borrower and Lender agree lo other terms of pavment such 
amounts shall be payable upon notice from Lender to Borrower requesting payment thereof, and shall bear interest from the 
date of disbursement at the rate payable from lime lo time on outstanding principal under ihe Note unless payment of interest 
at such rate would be contrary to applicable law, m which event such amounts shall bear interest at the highest rate 
permissible under applicable law. Nothing contained in this paragraph 7 shall require Lender lo incur any expense or take 
any acuon hereunder ^ 

8. Inspection. Lender may ma^e or cause lo be made reasonable entries upon and inspections of the Property provided 
thai Lender shall give Uoirower nonce prior to any such inspcciion specilying reasonable cause Uiciefor related to Lender's 
interest in the Properly. * 

3 o 
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V. Coiidrninuiion. The prevcevis of any a^ard or claim lor damages, dirccl or consequential, in conmui- ii ui;k. jtu 
vouOcmnMio;. other lakmg of the Property, or pjri tbeieof. or for convevancc in lieu of condemnation, aie hereb) 
•ijO shaii K* ; j.u to l ender. 

In the e^cnt of a total taking of the Propeny. the proceeds shall be applied to the sums secured K tins Died of "Irk.s;. 
vmh the cwess, if any. paid to Borrower. In the event of a partial taking oi the Property, unless Borrower and I ender 
otiieiMise a^ree in unting. there shall be applied to the sums secured by this Deed of Trust such proportion of the proceeds 
as is e^ua! to liiat proportion s^hich the amount of the sums secured by ibis Deed of Trust immcdiatel) prior the date of 
idimf bears to the fair market value of the Property immcdiatel) prior to the date of taking, with the balance ol the proceeds 
paid to Horrower 

If the Property is abandoned by Borrower, or if. after notice b> l.cmier to Borrower that the conslemnor oilers to make 
an av^ard or settle a claim for damages, Borrower fails to resjH'nd to Lender vsithm 30 da)s after the date such notice is 
mailed. Lender is authorized to collect and apply the proceeds, at Lender's option, cither to restoration or repair of the 
Property or to the sums secured by this Deed of Trust. 

Unless lender and Borrower oLherwise agree in writing, any such application of proceeds to principal shall not extend 
or postpone the due date of ibe moolhly installments referred to in paragraphs 1 and 2 hereof or change the amount of 
such mstallmenu 

10. Borrower Not Released. Extension of the time for payment or modification of amortization of the sums secured 
by this Deed of Trust granted by Lender to any successor in interest of Borrower shall not operate to release, in any manner, 
the liability of the original Borrower and Borrower's successors in interest. Lender shall not be required to commence 
proceedings against such succcssor or refuse lo extend time for payment or otherwise modify amortization of the sums 
secured by this Deed of Trust by reason of any demand made by the original Borrower and Borrower's successors in interest. 

11. KurU-arance b> lender Not a Waiver. Any forbearance by Lender in exercising any right or remedy hereunder. or 
otherwise allorded b) applicable law, shall not be a waiver of or preclude the exercise of any such right or remedy 
The procurement of insurance or the payment of taxes or other liens or chargcs by Lender shall not be a waiver of Lender s 
right to accelerate' the maturity of the indebtedness secured by this Deed of Trust. 

12. Remedies Cumulative. All remedies provided in this Deed of Trust are distinct and cumulative to any other right 
or remedy under this Deed of Trust or afforded by law or equity, and may be exerciscd concurrently, independently or 
successively. 

13. Successors and A&sigos Bound; Joinl and Seserul Liability; Captions. The* covenants and agreements herein 
contained shall bind, and ihe rights hereunder shall inure lo. the respective successors and assigns of Lender and Borrower, 
subject to the provisions of paragraph 17 hereof. All covenants and agreements of Borrower shall be joint and several 
The captions and headings of ihe paragraphs of this Deed of I rust are for convenience only and are not to be used to 
interpret or define ihe provisions hereof. 

14. Notice. Except for any notice required under applicable law to be given in another manner, (a) any notice to 
Borrower provided for in this Deed of Trust shall be given by mailing such notice by certified mail addressed to Borrower at 
the Property Address or at such other address as Borrower may designate by notice lo Lender as provided herein, and 
(b) any notice to Lender shall be given by certified mail, return receipt requested, to Lender's address stated herein or to 
such other address as Lender may designate by notice lo Borrower as provided herein. Any notice provided for in this 
Deed of Irusi shall be deemed lo have been given lo Borrower or Lender when given in the manner designated herein. 

15. L'niform Deed of Trust; Governing Law; Sesembilily. This form of deed of trust combines uniform covenants for 
national use and non-uniform covenants with limited variations by jurisdiction lo constitute a uniform security instrument 
covering real property This Deed of Trust shall be governed by the law of the jurisdiction in which the Property is locaied 
In the event that any provision or clause of this Deed of Trust or the Note conllicts wiih applicable law, such conflict shall 
not allect other provisions of ihis Deed of Trust or the Note which can be given ellecl without the conllicting provision, 
and to this end ihe provisions of the Deed of Trust and ihe Note are declared to be scverable. * 

16. Borrower's Copy. Borrower shall be furnished a conformed copy of the Note and of this Deed of T rust ai ihe lime 
of execution or after recordalion hereof. 

17. liansfer of ihe Pruperfy; Assumptioo. If all or any part of Ihe Properly or an inlerest therein is sold or transferred 
by Borrower without Lender's prior written consent, excluding (a) the creation of a lien or encumbrance subordinate to 
ih*s Deed of Trust, (b) the creaUon of a purchase money security interest for household appliances, (c) a transfer by devise, 
descent or by operation of law upon ihe deaih of a joint tenant or (d) the grant of any leasehold interest of three sears or less 
not containing an option to purchase. Lender may. at Lender's option, declare all ihe sums secured by this Deed of Trust to be 
immediately due and payable. Lender shall have waived such option to accelerate if, prior lo the sale or transfer. Lender 
and the person to whom ihe Property is lo be sold or transferred reach agreement in writing that the credit of such person 
is satisfactory to Lender and that the interest payable on the sums secured by this Deed ol Trust shall be at such rale as 
Lender shall request If Lender has waived ihe option to acccler.iie provided in this paragraph 17, and if Borrower's successor 
in in;eresi has executed a written assumption agreement accepted in writing by Lender. Lender shall release Borrower from 
all obligations under this Deed of Trust and the Note. 

If Lender exercises such option to accelerate, Lender shall mail Borrower notice of acceleration in accordance with 
paragraph 14 hereof. Such nolice shall provide a period of not less lhan 30 days from the dale the notice is mailed within 
which Borrower may pay the sums declared due. If Borrower fails lo pay such sums prior to the expiration of such period. 
Lender may. without further notice or demand on Borrower, invoke any remedies permitted by paragraph 18 hereof. 

Non-Umform Covenants. Borrower and Lender further covenant and agree as follows: 
18. Acceleration; Remedies. Lxcepl as provided in paragraph 17 hereof, upon Borrower's breach of an) covenant or 

agreemeni of Borrower in Ihis Deed of Trust, including Ihe covenants lo pay when due any sums secured by (his Deed 
of Trust, Lender prior lo acceleration shall mail nolice lo Borrower as provided in paragraph 14 hereof specifsing: (1) the 
breach; (2) Ihe action required lo cure such breach; (3) a dale, not less than 30 da>5 from the dale the notice Ls mailed to 
Borrower, by which such breach must be cured; and (4) that failure lo cure such breach on or before Ihe date specified 
in tb< notice may result in acceleration of the sums secured b> this Deed of Trust and sale of Ihe Pruperl). The nolice 
shall further inform Borrower of Ihe righl lo reinstate after acceleralion and Ihe right lo assert in Ihe foreclosure proceeding 
Ibe non-existence of a default or any other defense of Borrower lo acceleralion and sale. If Ihe breach is not curcd 
on or before the date specified in Ihe nolice, Lender at Lender's option may declare all of Ihe sums secured by this Deed 
of Trust lo be immediately due and payable wjlhouf further demand and may invoke Che power of sale and any other remedies 
permiiled by applicable law. Lender shall be entitled lo collect all reasonable costs and expenses Incurred in pursuing Ibe 
remedies provided in this paragraph 18, including, but not limited lo, reasonable attorney's fees. 

If 1 ender invokes ihe power of sale, Lender shall mail or cause Trustee lo moil written nolice of sale lo Borrower in 
Ihe manner piescribed by applicable law. Trustee shall give nolice of sale b) public advertisement for Ihe lime and in Ihe 
manner prescribed by applicable law. Trustee, without demand on Borrower, shall sell Ihe Properly at public auction to 
Ihe highest bidder at ibe lime and place and under Ihe terms designated in Ihe nolice of sale in one or more parcels and in 
such order as trustee may determine. Trustee may postpone sale of all or any parcel of Ihe Property by public announcement 
at Ibe lime and place of any previously scheduled &alc. Lender, or Lender's designee, may purchase (he Properly at an) sale. 

Trustee shall deliver lo the purchaser Truslee'i deed conveying Ihe Property so sold without any coveuant or warrant), 
eipressed or implied. The recitals in Ihe Trustee's deed shall be prima facie evidence of the truth of Ihe statements made 
therein. Trustee shall apply (he proceeds of (he sale in the following order: (a) (o all costs and expenses of the sale, 
including, bul not limited lo. Trustee's fees of . 3 . . % of the gross sale price, reasonable allorne)'s fees and costs of title 
evidence, (b) to all sums secured by (his Deed of Trust; and (c) (he excess, if any, (o (he person or persons le^aJIv 
eodiled (here(o. r ^ 

19. Borrower's Righ( (o Reinstate. Notwithstanding Lender's acceleralion of Ihe sums secured by this Deed of Trust 
borrower shall have the right lo have any proceedings begun by Lender to enforce ihis Deed of Trust discontinued at 
any time prior to the ea/lier to occur of (i) the fifth day before sale of the Property pursuant lo Ihe power of sale contained in 
this Deed of Trust or (n) entry of a judgment enforcing this Deed of Trust if; (a) Borrower pays Lender all sums which would 

n" undcr ihis Deed of Trust, the Note and notes securing Future Advances, if any, had no acceleration occurred, (b) Uorrower cures all breaches of any other covenants or agreements of Borrower contained in ihis Deed of Trust 
(O Borrower pa>s all reasonable expenses incurred by Lender and Trustee in enforcing the covenants and agreements of 
borrower contained m this Deed of Trust and in enforcing Lender s and Trustee's remedies as provided in paragraph 18 
herecl, inducing, but not limited lo. reasonable attorney's fees; and (d) Borrower lakes such action as Lender may reasonabls 
require to assure that the hen of this Deed of Trust, Lender's interest in the Property and Borrower's obligation to pay 
the sums secured by this Deed of Trust shall continue unimpaired. Upon such payment and cure by Borrower this Deed of 
Trust and the obligations secured hereby shall remain in full force and ellecl as if no acceleration had occurred 
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- ■ O iTi iA-^3 • • Ti . \v.lt;iinifnt of Hcfil>TA|i|.«iniiU-H( of Kccci^ir. As aildillonal sccur.t\ licrcm^f^i. Uoncwci I cicb) 
I u.Jo i.v u-nij of ihc Piopcri), providcO that Uorrtmcr Oull. piior to accclciaiion under pjiaffaj-.'. IK 
at*ai»co...:.eni of the Propeny. have the right ti> collect and retain such rents is the\ become due and pa\aNe 

Ljv i. j^veSeration under paragraph 18 hereof or abandonment of Ihc Propcrt), Lender shall fe entitied to ha^e a 
irviivrr appoir.ted b\ a court to enter upon, take possession of arid manage the I'ropcrt) and to ccliect the rents of the 
ruvc.-n it\ l.id.ng those past due All rents collected hy the receiver shall be applied first to pjsment .f the ..-sis t 

... > I the Property and collection i>f tents, including, but not limited to, receiver's fees, premiums on receiver's 
' " ■ n-asondh-c aitofney's fees, and then to the sums secured by this Deed of Trust. The receiver shall be liable to • »cruni v .. \ tor those rents actually received 

21. I uturr Advances. Upon request of Horrowcr. Lender, at Lender's option prior to release of this Deed of Trust, 
n.j\ m..T J uiure Advances to Borrower. Such Future Advances, with interest thereon, shall be secured b> this Deed of 
i^rus. u i. ev.^enced In promissory notes staling that said notes are secured herebv At no time shall the principal amount 

v" ' ( ' secured b) this Deed of Trust, not including sums advanced in accordance herewith to protect the scwwiitv vl '.'..s Deed of T rust, cxcecd the original amount of Ihc Note 
Release. L pon payment of all sums secured by tins Deed of T rust. Lender or Trustee shall release (his Deed of 

T rust without charge to Borrower. Borrower shall pay all costs of recordation. if any. 
*3. hubstiluie Trustee. Lender at Lender's option ma) from lime to lime remove Trustee and appoint a successor 

trustee to any Trustee appointed hereunder by an instrument recorded in the city or county in which this Deed of Trust is 
recorded Without conveyancc of the Property, ihc successor trustee shall succeed to all the title, power and duties conferred 
upon the Trustee herein and by applicable law. 

In Witness Whereof, Borrower has cxccuicd this Deed of Trust. 

WITNESS: USD ASSOCIATES, a Maryland General Partnership 
      (Seal) 

—Bo'ro*t«r 

. . .(Stal) 
—Borrower 

, before me. the 

State of Maryland r?f.c.1.m.0.1!®   County ss: 

1 Hereby Cenify, Thai on this...  MM. dayot....Ai3M 19/Z, 
subscriber, a Notary Public of the Stale of Maryland, in and for the. . . County aforesaid _ 
personally appeared. . .PAVID HURWITZ,, p.^toer. pf. .H5P.ASSOCIATES ^ " 
known to me or satisfactorily proven to be the persont*) whose name(»c)... .is subscribed to the within 
instrument and acknowledge that . .he. . executed the same for the purposes therein contained In tbe 
capacity therein stated. r r 

As Witness: my hand and notarial seal. /] ^ ■ 

My Commission expires; July 1, 1986 

State of. . . Maryland Baltimore counly ss: 
I Hereby Certify, That on this 1.0. . y&V. . .day of. . .   

subscriber, a Notary Public of the Slate of. . .Nqry} wd and for the ... . 
 , personally appeared. . , . . £.*. . .4^^9^  
   'he agent of the party secured by the foregoing Deed of Trust, and made oath in 
due form of law that the consideration recited in said Deed of Trust is true and bona fide as therein set forth and that * 
ttrxuaouaxiilw;kxi>i>sccarcii>t>v*-uhs><orcgEtiig-'iJi!4i}io^M'<isii>4Mi disbursed by the party or parties sccured to the 
lionower or to the person responsible for disbursement of funds in the closing trausaction or their respective agent 
at a lime no later than the execution and delivery by the Borrower of this Deed of Trust; and also made oath that he 
's t'lc ajent of the party or patties secured and is duly authoiized to make this afTidavit. the actual su.n of money advanced at the closing transaction by the Secured Party was paid 

As Witness: my hand and notarial seal. yd y /! /] over and 

My Commission expires: July 1, 1986 

aSN* ^ 

aee'd ioi' i^Oord D£C iiU la82 at// ' b 
per El1^H:EahiLn0i Jr 01pir}5 .j 

Beoelpt^Jo. ^ 

(;■) / 
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May 3, 1984 

A special meeting of the Board of Directors of Security Savings and Loan (A 
Stock Corporation) was held on May 3, 1984 at 10 o'clock A.M. at the Executive 
Offices of the Association at 4 E. Franklin Street, Baltimore City, Maryland. 

All Directors were present. Zell C. Hurwitz, President of the Association, 
acted as Chairman of the meeting and Theodore C. Denick acted as Secretary. Also 
present were various Officers of the Association. The minutes of the last meeting 
were approved as read. 

Mr. Hurwitz stated that this^ meeting was called for the exclusive purpose of 
responding to the letter from the Division of Savings and Loan Associations dated 
February 7, 1984 and concerning the report of examination of the Association made 
as of the close of business on May 31, 1983. 

Whereupon, the letter of February 7, 1984 was read and commented upon and 
thereafter, the comments of the examiners were discussed, comment by comment, and 
the following individual responses and comments were compiled: 

Comment 1 
A. 208853, 208857, 208858, 208832, 208854 - Recorded Mortgages in file. 

B. 208853 — Appraisal has been requested. 
208828 - Appraisal is in file. 
208817 - Appraisal is in file. 
208796 - Loan is paid in full. 
208814 - Loan is paid in full. 

C. 208853 - Application has been requested. 
208854 - Application has been requested. 
208814 - Loan is paid in full. 

D. 208853, 208857, 208843, 208854, 208858 - Title Policies are in files. 
208828 — Safeco Commitment is in file — Policy has been requested. 

E. 208814 - Loan Paid in Full. 
208815 - Settlement Sheet is in file. 
208853 - All sheets are dated. 
208854 - All Sheets are dated. 
208790 - All Sheets are dated. 

F. 208818 and 208819 
A. Settlement Sheets have been requested. 
B. We do not require update appraisal when purchasing. 

G. 208817 - Appraisal value is $5,500,000.00 - Loan is $2,266,000.00 - LTV » 412. 

RECEIVED 
.IIIH14 DEPI. OF UC & REG 

DIV. Of SAV 3 '.oe^c 



Corament 2 

A good portion of the delinquent account, roughly 33 out of the 48 are all 
attributable to mortgagee purchased on condominium in the Rio Esplande Condominium 
and the Cypress Creek Condominium, both located in the State of Florida. And 
basically comprised packages of mortgages purchased by out-of-state originators. 
This was the first experience of such transactions by the Association. The Associ- 
ation had hired what it believed an expert who had been associated with one of the 
largest Federal Savings and Loan in the State of Maryland and it appeared that all 
of the debtednesses were well secured by both the real estate and the borrowers. 
Most of the borrowers were shown as financially independent investors located 
throughout this country and in Canada. Shortly after the loans were acquired, it 
became evident that the sale of the condominium unit by the promoters was accom- 
plished by high pressure and questionable sales tactics. The Association moved 
promptly when defaults occurred and retained one of the large law firms in Flordia, 
Broad and Cassell, to initiate proceedings to effect collection. That law firm 
advised the peculiarities of the Florida law in foreclosure proceedings whereby 
personal service was required against the borrower. This resulted in the attorneys 
handling the foreclosures being required to effect service throughout the United 
States and Canada and has delayed completion of several of the proceedings. The 
Association receives regular monthly reports from the attorneys in Florida as to 
the progress of the proceedings. Some of the proceedings have been completed and 
the balance is in various stages. Certain officers of the Association have made 
trips to Florida to inspect the premises, to communicate with the attorneys handling 
the proceedings and to arrange with realtors in the event the properties may have 
to be purchased by the Association. 

It is anticipated that the majority of the Florida loans as shown in default 
will be resolved promptly. 

Other substantial loans that were in default have either been brought current 
or have been foreclosed. Of particular interest were two (2) substantial loans 
indicated as Woodlawn Property Limited Partnership and Woodlawn Associates III. 
The properties underlying these mortgages were properties that the management of 
the Association inherited from former management and were a substantial cause for 
the troubles which the Association encountered prior to the new management taking 
over and represented existing indebtednesses of over $1,000,000.00 at the time of 
the examination. The Association has been in close" contact on these two (2) 
loans with the division and MSSIC ever since new management took over and we are 
pleased to advised that the foreclosure proceedings had been completed. At fore- 
closure, several of the units were sold and the balance of the units were taken 
back by the Association. Since that time, the Association has been able to package 
the units and they are now titled in the new owners, with the Association financing 
the same. 

As stated in the report, the Grey and Grey mortgage has been removed from the 
books and records of the Association. 



The .M.orton Owrutek et ai at 13!)th Street In Oce" ^ City, wtncii was also a 
. raliujr substantial loan ^_.id as Indicated In the examiner comment Is being worked 
out. Ihle was an unusual and highly complex matter with which the Association 
worked closely with the offices of the Attorney General of Maryland. Our particu- 
lar project and mortgagor was a highly respected attorney in Salisbury who built 
an attractive high rise apartment house In Ocean City with the thought of selling 
the unit as time sharing basis. That Is, he converted the apartment project to a 
weekly condominium. For example, each apartment was broken down Into 52 Individual 
weekly units and the weekly unit Is to be sold as an individual ownership. A buyer 
could buy one or more weeks of one or more units. Plans were proceeding nicely 
when another large time sharing unit in Ocean City encountered difficulties because 
of alleged misappropriation of funds and the selling of the same weeks in the same 
units being sold to various parties. This notoriety was played up to a large 
extent in all newspapers, the real estate board and the Attorneys General's office 
became involved. As a result of this, time sharing came to a virtual standstill 
and this Association was prepared to foreclose on its mortgage and the hlghrlse 
apartment units. We were contacted by the Attorney Generals office and had several 
meetings with an Assistant Attorney General, Frank Pugh, as well as other reputable 
time sharing developers in Ocean City. At-the request of the Attorney General we 
withheld forelcosure proceedings because it was felt that a second major time sharing 
development in Ocean City to default would create additional havoc in the State 
of Maryland, which could have an adverse affect on the State's economy and cause the 
real estate board tremendous expenses for which it had inadequate funds. Working 
in cooperation with the Attorney General's office, Judge Prettyman of Worcester 
County, who had been specially assigned in connection with the other time sharing 
project and with the borrowers, we monitored proceedings closely and realized that 
the 1982 and 1983 selling seasons for our mortgagor would be highly unfavorable. 
We are pleased to advise that the project has now turned around, time sharing units 
are being sold and we are prepared to release full condominium units (all 52 weeks 
of individual units) as payment is received. The borrower has advised us that one 
full unit should be paid for and released in February, 1984. 

We continue to monitor closely all delinquents and are hopeful that the same 
will be resolved without any loss to the Association. 

Comment 3 

a. The Association has established a regular passbook savings account at the 
rate of 4Z and believes that it is in full compliance with all provisions of the 
commercial law article concerning escrow accounts. 

b. We have continued to attempt to work with borrowers who do not make their 
payments on time. If the late charge is not received, the Association has the 
option of returning the borrowers payment and refusing to accept the same until the 
late charge is paid. Therefore, when a late charge is made, we notify the borrower 
as to the amount of the late charge after crediting the payment and by spreading 
the payment as to interest principal and the balance to ihe expense account. When 
the late charge is paid it is credited to the expense account. Under the FNMA/FHLMC 
Uniform Note instrument, which is the evidence for the indebtedness, it states "the 
noteholder may exercise this option, (the entire principal amount outstanding and 
accrued interest thereon shall at once become due and payable.) The Association's 
legal loan instrument is in addition to the note on residential properties. The 
Association now uses the standard form deed of trust which does not appear to 
contain the language quoted in the examiner's comment. 

Commercial Law Article 12-109.1 prohibits funds being removed from the escrow 
account to pay other loan charges. The Association does not remove the funds from 
the escrow account to pay the late charges. Once the escrow account has been 
credited, the Association does not removed funds from the escrow account for payment 
of late charges. 
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Conine nt 4 

A* ^ h* Since the examination, payments In the amount of $18,750.00 has been 
received and applied to the principal Indebtedness and the account is now current. 
The Association also has regular prepared notes containing Its name and the note 
contains an endorsement on the back that the same has been assigned to this Assoc- 
iation. The Association now has a proper application in its package to comply with 
Regulation .49C(l)(a). 

With the changing industry and the deregulation of Savings and Loan Associations, the 
Association's lending department believed that it was permissable to make commercial 
loans and in considering the various applications of the Borrower involved, they took 
into consideration his financial statements as submitted to the Association from time 
to time and apparently overloaned by the strict interpretation of the regulation. 

ey urther erroneously considered the combined reserves of this Association and 
ts parent in making the loans to Mr. Siskind and his various companies. The loans 

have been paid as agreed and every effort will be made to insure that such situations 
will not occur again. 

Comment 5 

a. This has been explained annually to each examiner who does the books and 
records of the Association. The accounting firm does a regular audit of Security 
Savings and Loan as required by regulation .06A(1). The audit is done each year as 
is all subsidaries of Sharon Savings and Loan. However, because Security Savings 
and Loan and Sharon Savings and Loan are on different fiscal years, and therefore, 
the audit that is performed by the accountants might not tie in with Security's 

seal year but the audit is definitely performed. For a more complete explanation 
we are constantly referring the examiner to Glass and Associates, P.A., who have been 
cooperative in furnishing any information that might be required. 

b. Security Savings and Loan and Sharon Savings and Loan are separate Associa- 
tions and if one receives fees for granting or agreeing to grant certain mortgage 
loans that Association credits the fees so received in accordance with required 
practices. However, if the Association that received the loan commitment fees 
does not settle the loan anticipated by the fee, then that Association takes the . 
same into its income in accordance with standard practices. 

Comment 6 

The secretary was instructed to write to the Division of Savings and Loan for 
permission to invest in unsecured federal funds under Regulation .50 "Other Invest- 
ments - Federal Tie-in". 

Comment 7 

A. Mr. Roseman stated that this was an oversight on his part. However, Mr. Denick 
and Mr. Roseman have for many, many years been Officers and Directors of Atlas 
Savings and Loan and this was, obviously, a clerical error. 
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B. Specific approval of all such loans have been sought and approved by the 
Ui vision. - 

Comment 8 

All Jumbo Certificates that the Association had in Atlas Savings and Loan have 

finanrl0iei "« ^ last year' The regulation of deposits from other financial institutions were read, at the meting, to insure that those persons 

date o^this r poS * tully familiar with the regulations. As of the 
amount Jr J ociationa have no deposit in excess of the maximum amount permitted and special care will be taken to avoid the need for such a 
supervisory comment in the future. 

Comment 9 ; 

h»n ?II re6J;dentlal owned property, as opposed to commercial property, it was believed that the Association could make home loans to officers, directors and 

217ZI "IthOUt eeekIn8 the °f ^ Olvlsion. l' the future, the Association will be careful concerning granting of loans either 

8 "X •- «"«««. of ^>e Association. intends o continue the practice of giving employees favorable mortgages when they secure 

bother 'Y/T6 "f re6ldenCe» Relieving that it creates at.bility for the JPToyee both financially and as a member of the Association. 

9 The Board of Directors disagree with the examiner's comment, concerning good loan underwriting practices. Under certain conditions the purchase price of 
he p.openy should be considered when ccputlng the loan to value ratio However 

conslderlnfwh^r^"'?8 ""I"'' 16 »ore familiar than the examiner U considering what the loan to value ratio should be. There are circumstances when a 

dls^esTsale (iV^f the
1 

[",rch"e Pf1"- F°r e«»ple, a property purchased at a 

below market and "fair value ?SUr " P"rch"*d " °UCh 

is the' Assoc'la^T"' ""slder^ "e response to paragraph (a) hereof and It Association s practice to give employees a favorable mortgage rate and to 

g«n"r.rLr~Ip * 6t*b"2lng £"tor- D"ri"e 1983 «« 

d. New Oak Grove Limited Partnership is a limited partnership whereby the 

wLeis6uedrth!rMfngAed ^ docu,nentation- ^ was not until after the commitment was issued that MSD Associates joined the Limited Partnership and the Association 
had already given the mortgage commitment. association 

1. The reason no permission was sought has been stated above and we will 
be -ore careful of calling this to the Division's attention In the future! 

2. The mortgage instrument provides for the assignment of rents anH 
nefits of said property to the mortgagee as additional security. 

the General Part^rT^™, ^, reived financial statements for tax returns of 
Partners and as th/ r" ^ ^ A660clatlon ha« with the General 
indebtedness it was f "T" ^ ^ ^ Wh0 are "sponsibie the 
limited partners. ere ^ n0 reaSOn t0 0rder credit rePorts on 
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A. On an appraisal of $5,27 5,000.00, the loan of $300,000.00 which is 

less than 6Z seems inconsequential. We have already discussed good loan underwriting 
practices but must take into further consideration, the reliance upon which any 
lender must have in its appraiser and unless it is shown that the appraiser is pre- 
judice or has a financial interest in the property, then the appraiser's report must 
be heavily relied upon in granting of loans. Other considerations which must be 
taken into rather than just the purchase price is the reliability of the borrowers, 
the likelihood of appreciation of the security and the management skills. This is 
why appraisers approach properties from several points of view in determining what 
the value of the property is as of a particular date. 

Comment 10 

All of the Siskind loans are current and the Association monitors the same 
carefully. 

Comment 11 

Security had never purchased the fourteen (14) loans in question. The loans 
are owned and held by Sharon Savings and Loan and were erroneously placed in 
Security's name on the computer. 

Informational Comments 

The comparative analysis of the financial condition of the Association was 
reviewed and discussed in detail. 

The meeting was thereupon adjourned, with instructions to the Secretary to 
transmit the response to the Division. 

SECRETARY 
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HARRY HUCHfS 
COVCBMOfi 

STATE or MARYLAND 

FREDERICK L. DEWBERRY 
SECRETARY 

CMARLtS H. IROVK, j 
DmtCTOf' 

DEPARTMENT OF LICENSING AND REGULATION 

DIVISION OF SAVINGS AND LOAN ASSOCIATIONS 
G - '•>''!{ ft 03 

34 T PL ACC 
fci L" (W(V.( Wi -.I. 2(202.«C7e 

J01 eS9.6330 
WILLIAM S. LECOMPTE. 

deputy director 

February ]<), 1985 

Board of Directors 
Security Savings and Loan, Inc 
(A Stock Corporation) 
^ East Franklin Street 
Baltimore, Maryland 21203 

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 June 30, 198^ for 
compliance with Maryland statutes and regulations and does not constitute 
an audit of these records. 

We request that you carefully review the entire report and spec If ica-J 1 y 
direct your attention to the following Items of supervisory concern: 

A. A review of Comments 1 and 7 reveal serious deficiencies In 
placing the necessary documentation In files for mortgage loans 
and consumer loans. 

Management Is directed to obtain the missing and/or incomplete 
documentation and place them In the respective files. Also, 
management is to advise this office of the procedures imple- 
mented to avoid any comments of this nature In the future. 

B. Comment 5 revealed that In a number of instances, the association 
granted loans which exceeded the permissible loan-to-value ratios 
as cited in several sections of Regulation .30. 

Please advise this office of the procedures implemented by the 
association to avoid comments of this nature in the future. 
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Board of Di rectors 
Security Savings and Loan, Inc. 
Page Two 
February 19t '985 

You should also review the other exceptions discussed with management 
and assure this Division that corrective action has been taken. 

The Board's attention is directed to Examiner's Informational Comments 
A and 6 which outline the two most recent examination dates and also 
highlight the association's operating results for the period ended 
February 28, 198A. 

The Board of Directors Is requested to hold a meeting to discuss the 
comments In this letter and report of examination and to advise this 
division In writing of the specific action taken with respect to these 
matters. 

• 

We would also request that two copies 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. 

Verv tmlv v<->iir« 

toanes n. orown, Jr. 
Director 

CHB:JJB:1 lb 

Enclosures 

cc: Maryland Savings-Share Insurance Corporation 
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V 

EXAMINERS' COMMENTS 

Security Savings and Loan, Inc", 
(A Stock Corporation)  

Comment I : 

j-. t? """",h• 

. 29A (2) (d), Imur.nce policy .s required by Regulation 

The Insurance policy In loan file No. 209053 and 209771 aim . 
assocUtlon f,r.t .. rM(,|rL ^ 

S™;: Silc
!
v

0So„58:^",f;d^t . 
'oan, nor was there env ! Cr 85 a^c^t'0na^ security for the 
" required by Regulation O^0>

,nlur,,Ke on th« Riverside Drive property 

aTl%i":^PC:he
POJ^^y^f?e^^ 209?09 ^ "0t ref,e" the correct 

that the iddress refUct«d on »h i Secur,ty for the '<»n. It was noted 
Avenue, ...e 11^ l^d^^7 — 

an author I zed Slral^e^uId'hy^g^fon^^S0' COUnterS^ 

c- %%%.'" -  

With the provisions of Regulation 23A(n and^U^ ^ t0 COrip,y 

thato-n^ny cases the l^n TlL 

- — — contracts 

co-appn'cantI0" ln ,0<,n f"# N0, 209,68 WaS n0t S,S^ Gary Alkens. 

The^appllcatlon In loan file Nos. 209053 and 209221 was not slqned or 

0" :^bo) irjTz) ti'^-tL08853 <,id not —the ts 
and statexnents about the oenera? 7"^"° pr0perty d""IPtlon 
neighborhood. fleneral condition of the property and the Inmedlate 

f 
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Security Savings end Loan, Inc. 

Conment I: (Cont.) 

he appralsaI reports In loan file Nos. 209235 and 208889 were 7 
Dnths old and ^ years old, respectively. 

E. The 
monl 

fl,e *"• 209'58-209159, 209056. 209216. 209221 209253 and 209181 did not Indicate that the appraiser of the 

In Reou atlon0"?^9 '?'* met the 1 'f'cat Ions set forth 
was the aonraU f i50' 9 rev,ewof ,oan where Mr. Leon Amernlck 
vealed t^t tier1" 0 ' °ff*red as security for the loan re- 
orooert les of f ^ " 0f ' 1 f 1" t Ions. The appraisers of 
did nor k! offered as security for loan Nos. 69-209158-209159 and 209250 
.23B(M(a)(b)a(c)t^dm(dK ln f,,e indlcatln9 comPl,ance w|th Regulation 

F' o0™iu\l\TS- r™ and 209053 dld not conta," * certification title as required by Regulation .29A(2)(e). • 

the 'oan'amountf1'6 ,0an 'toS- 209,88 and 209209 was ,ess 

^ qutred'by Z9Sll ^2) ^ ^ 

-^"jeTb; fne No- 2089't3 was not s,9ned by the b—r 

H" ofrsehut^n
a
f"e N?S- 209,!8 and 209209 "°t contain a meocrandun, settlement as required by Regulation .286(3). 

'■ "i" "r rt"te, ,h" "r- j°""' "■ 
guaranty .sr.^l,! " 

J' par^nlllhl^' 2089',3 co""'n* 'n unexecuted partnership agreement. The partnership agreement should be fully executed prior to making a ioa^ 

Comment 2: 

of 21Arfpt?a'y5'S 0f the subs'dlarV "ortgage loan records reflected the existence 
• Oic! ThI outs andina^ir det*rm

1'
ned by the definition set forth in Regulation 

date of ,h ng balance of these accounts totaled $3.^69,700.00 as of the 
total mortgage^oan LTnc^'ouUundln"1'ritio of 2-5^ the 

$625.^2.85! lnqUent and UnPald ,nterest on the subject to comment totaled 

ref Urtirlr 0[ th€ 'oans subject to comment scheduled on page 9 of this report 
2 0 6 ^S^nd20 ^^2^87' 208692' 208755- 208756. 208762. 2^876 

(50i) of the total outstanding balance scheduled. >'./«, *75.1 7 

CorTTien t 3: 

flft "n ana'ysis °f the subsidiary mortgage expense accounts reflected that 
current ^a^lSn deblt ba,anCeS t0ta,,n9 5"9.5'.6.06 as of the date of the 

The mortgagor's expense accounts should be reviewed and adjustments to the 

shou,d ^ ^to for the taxes 27n< 
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Security Savings and Loan. Inc. 

Ccvmcnt ^ : 

A review of escrow accounts revealed the following: 

A' Intre^st
Pon,0< end,n9 Kay 31' ,983' the •"Gelation was accruing 

iSg^H )(M) V fhe rate 0f Con^rclal Law Article 12- 
on esc row f unds * t t h *"OC,"0n ^ 1 ,nter«t to the borrower 

:r^;r..pa,d by the ,end,- 
While Security does have one 4* passbook savings account It appears 

le^llr ? revlewe^ the course of the examination that the 
the rate of ^ ,,CC!unt at Purity Savings and Loan Is paid at 
Law ArttcPe IZ^IOflT^WnTt'i^Thi***06'*^'00 ,S ,n V,0,atlon of C^rclal 
examination report.1 * matter 0f com,,,ent ln the P^or 

B. The association regularly takes a late charge out of the escrow oortlon 

s~MtbePpaV?db,!nP.UrTnf t0 $ub^ra9r-ph« 1 and 2 of this paragraph 
'terns. as^ppllcVbl^TeTo^; 7^° ^ ^ f0,,0Win9 

condom I r?nt * "xes and 0ther governmental liens and charges, 
fee and oth '"h C<*mUnlt* "delation charges, and similar charges. fee and other hazard Insurance, 

2. Interest on the note secured hereby, and 

3. Amortization of the principal of the note." 

This was a matter of comment In the prior examination report. 

Comment S: 

A review of loan-to-value ratios revealed the following: 

A. Loan Nos. 20896^ and 78-209068 were granted for construction purposes 

of^fioi fSehUr 1.
0f unlmProve<J Property with 1 oan-to-va 1 ue In excess of 801 of the market value of the security. Regulation 30C 10) 

:;"S "" "rket 

B' w??h 208895 was granted upon the security of unimproved property w.th loan-to-value ratio of 731 of the market value of the securltv 

dSe0r rhUSt I the 1oan"to-vaIue ratio has Increased to 89 7i 
This Increase ln0Ih ll0tS *ddltlonal lendln9 °n this same security. 
vai!e ratio n?t^ 'oan-to-va1ue ratio exceeds the 75 percent loan-to- value ratio IImltatIon contaIned In Regulation .30C(8)(b). 

Loan Ho. 209250 was granted upon the security of Improved commercial 
property-amortizing with a loan-to-value ratio In excess of 801 of 
the value of the security.. 

loanl!pinn,h30C(<,)(^) pr°V.IdeS that the aggregate amount of any arrortlzlng 
801 of th» |SeCUf ^ 0 ln,p^0ved con,™rclal property may not exceed ou* of the value of the security. 

209158 and 209,59 WaS 9ranted "P0" the secur I ty of Improved 
r Property-amortizing with a loan-to-value ratio In excess of dot of the value of the security. Regulation .30C(M(b) provides 

that the aggregate amount of any amortizing loan upon the security 
of improved commercial property may not exceed 80i of the value of 
the security. Also, the examiners noted that stock was also offered 
as security for the loan. There was no evidence In the loan file to O ^ o( 

c 7n! 

c. 
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Security Savines and Loan, Inc. 

Comment S: (Cont.) 

reflect that the association obtained approval, pursuant to Regulation 
.50 and .51, to accept stock as security for a loan. 

Connent 6: 

An examination of the records supporting freeshare loans revealed the 
folIowIng: 

A. 

B. 

Convnent 7! 

Loan No. 58-508025 was granted on May 10, 1982 to Home and House Sales. 
Inc. In the amount of $26,867.05 at an 8.35i Interest rate for a term 

o b months. As of the date of the current examination, the term of 
the loan had expired. The examiner noted that there was no extension 
agreement In file. 

Loan No. 1-1(00228 granted on October 8, 1981 to "Aaron and Weiss" In the 
amount of $29,330.^5 did not Indicate the date loan Is to expire or If 
the loan Is callable on demand. 

A random selection of passbook loans revealed that the association did 
not have a supervisory hold on the col lateralIzed savings accounts 
examined. In order to ensure that passbook loans are properly secured, 

t Is essential that holds be placed on all pledged savings accounts. 

An examination of the record supporting consumer loans revealed the following: 

A. The association made approximately 12 of 22 "consumer" loans during the 
period of the current examination to companies, corporations, partnerships, 
etc. wti ch did not meet the definition of a consumer loan set forth In 
Regulation .^9A(2); rather, they appear to be corrinerc la I loans. 

The following "consumer" loans were granted by Security Savings and Loan 
In violation of Regulation .'t9A(2): 

Date 

12/29/82 

2 /I6/83 
10/13/83 
I 1/03/83 
I I/IV83 
8/I/83 

12/15/83 
6/12/8'( 
8/1/83 
10/11/83 
12/23/83 
2/8/814 
3/15/8'* 
3/28/8't 

8. 

Loan No. 

30000^ 

12/29/82 300005 

300006 
300011 
300012 
300013 
300009 

300016 
300028 
300008 
300010 
300018 
300021 
300022 
300023 

Borrower 

Plkesvllle Hotel, Ltd. 
Partnership, et al 
PlkesvlIle Hotel, Ltd. 
Partnership, et al 
B.S.P. Associates 
Capital Real ty Co. 
Capl taI Real ty Co. 
Capital Realty Co. 
Levitt and Pearlsteln- 

Hampton Associates 
Warren Klewans 
Katan Partnership No. 12 
Fenwlck Development 
Fenwlck Development 
Capital Realty 
Fenwlck Development 
Fenwlck Development 
Capital Realty 

Or I q1na 1 Amoun t 

$200,000.00 

185,000.00 

88,500.00 
10,000.00 
Moo. 00 
7.500.00 

1.300,000.00 
175,000.00 
29,18'..00 

200,000.00 
200.000.00 

10.000.00 
A00.000.00 
200.000.00 
75,000.00 

Ba I ance 
Exam Per lod 

$200,000.00 

168.590.^6 

82.319.39 
10.000.00 
Moo. 00 
7,500.00 

-0- 
175,000.00 
28,527.17 

-0- 
-0- 
-0- 
-0- 
-0- 
-0- 

Loan Nos. 30000^, 3000051 300006, 300008, 300009, 300010, 300021. 300022, 
300027 and 300016 were granted In amounts which exceeded the 2.5i of net 
worth requirement of Regulation .'<9G{2). 

-15c- 
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Security Savings and loon, Inc. 

Conment 7: (Com.) 

C. Loon No 300011 was 210 days delinquent as of the date of the current 

establish"!]" ^e9U!atl°n •',9E requires that a specific loss reserve be estab Ished and malntaIned as a charge against the reserves In an amount 
loan and any other consumer loans which are classified as a loss. 

0" uonst^rn; :r9co)(arta'ned comp,eted ,oan app,lca" 

required by^Regu I a Hon^^SC ) (b)?1 COnta,n 3 d,sclosure statefnent as 

F' thr.ddlt.!?04: 21-300011 300012, 300009. 300013 and 300016 did not contain the additional documentation required by Regulation .^SC(2)(a)(b)(c) I e 
of col lateral , Insurant on col ate a and l^e or ol^al financing statement or evidence of non-filing Insurance original 

C. The settlement sheet In loan file No. 300016 was "not signed by the borrower. 

Comment 8: 

followlng:aminatl0n 0f ^ b00kS■ reCOrdS *nd ^counting practices revealed the 

A" 0u t s tand I n ^ ,eCi9e^ •"O""* No- 253090 entitled "Reserve for Old 
fr^ c ^ ?o revealed that checks totaling $M93.39, which are from 5 to 10 years old, are still being carried In this account 

Iwe^red'b!^"',.^ t0 the Treasurer of the State of Maryland required by Section 17 of the Commercial Law Article. 

B' foreofnc!r
fJhe tSS?Cl^,0n,S Payr0n reCOrds revea,ed ^at the ADP reports 

56 I g1) 86 less than th y"r ended February 28. I98A totaled , 3 .06 less than the control account In the general ledger. 

S5 ^7 s!5? ^ the ADP rep0rtS for officers' salaries totaled 
dale Of JheT ? t0"^0' aCCOUnt ln the 9enera' '^ger as of the aate of the current examination. 

D' ^dnV!eW 0f thVUbS^larY reCOrds for ^"lonery and printing, general 
Ixcelded^r1 NO5•1

i,?20,0, through i.820690, revealed that the substdtiry exceeded the oeneral ledn#>r hv qla ol 

E, 

exceeded the general ledger by $'(,9'46.2'(. 

led9er "cc<^rit ^00^0031 through 1,5004900)8, 

Comment 9: 

held tn 0[ the flleS 0f the ""'■tSage loans for which there are proceeds held m the Loans-In-Process Account In the general ledger revealed the following: 

A' fhr?V!!W of the Loans-In-Process accounts as of June 30, ^ revealed that the subsidiary LIP car«s were $1,2^5,832.5^ less than the control 
account In the general ledger, A further review of the LIP loan cards 
revealed that the variances were due to the time lag In posting disburse- 
ments made by the mortgage department (which posts Inmedlately to the 
construction In progress cards) and the posting to the general ledger by 

-15d- 
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Security Savings and Loan. Inc. 

Comment 9: (Cont.) 

K .. th« e"     
Place In the accountlna deMi-fm-n, ^ disbursements should take 
cards In each de^rSt Tn o^d r / S ^ taneo^'y <>" two sets of LIP 
Posting to the general ledger The l" ^ 2'10 ^ tlme ,a9 

affected the reports sent to MSSIC and thesisl"? mater,ally 

'•    1984 - - 

Comment 10: 

A review of Real Estate Owned revealed the following: 

necessary that^^r^itaU^^de^''' ^ 't Is 
REO In order to assure pr0pertles are transferred to 
association's books. ssets are not overvalued on the 

personnel, th!! entry^eHec ti'Hohts61 h0^^5" ^ccordl'lg to assoc lat Ion 
was acquired through a Judgment Mo o Pennsy van|a property which 
of .h. property or'... """" 

c- »;.o%^;;irL''s::;rf:rs;ji*! "r.6' 
September 28, 1983.  Savings and Loan xei Fvp.nc. 

0' "E0 """"" "o. Ken r.„,d.d 

^yshore pirk =«• 

Comment I I: 

• review L<,.„ f<>rteloied ^     ^ 

cover the def Ic'enTy'sho^ITon'^th HrPOt^*!?d Share Account #010050^36 to 
l.«.hc.d Proper:r^^;.0^*E^^r^;»;;' »"»" "» >.'• of 

si??: ^:*™vSn:M:"p;"?i:;L"yt5re"«,l":.p,','o"s 

Comment I 2: 

following: ^ act,vlty Security Investment Corporation revealed the 

A. A review of the Hampton Associates loan revealed the following exceptions: 

'• ^e^s^ga^ ^ n0t ha- Secur I ty Investment Corporation 

Corporatton^s'th^Insured?*" end0rSed t0 ref,eCt SeCUr,t> '"vestment 

'■ -r^l'orleftnjoinm "l* ,f the ,°a" 
8a 11 Imore. 11 WaS Wbai«* ^om the Savings Bank of 

exceedwhe^S* I lluaH0"1"'^tl0 0n thlS propert>' is 81.8?; this limitation contained In Regulation .30C(5): 
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Security Savings and loan. Inc. 

Security Savings and Loan (loan #2089^3) - granted 
August 10, I983 

$2,360,000.00 
Security Investment Corporation (wholly-owned subsidiary 

1S8Wr^ SfV,ns' Lo«n) - loan purchased October 17, 1983 from Savings Bank of Baltimore 9,3 56l J)6 

Total for association and service corporation ^3.273,^1.^ 

000,000.00 

appraised value 

— 81.8% 

It was further noted that the total loan amount of S3 273 561 ^6 

SIsrS o03f9i ?K ^ 1°"' PUrchaSe ^,ce of 53i i so^oooloo 152,752,000.00 for the realty, and $398,000.00 for personal 

thu'nffi* re^ded ^'hancIng statement In file). Please furnish this office with an explanation for the difference between the 
and 5hVPPra,Sed V#,Ue: a,so' P'"Se"""de py of the appraisal with the response to these comments. 

5' hav^en^nT'r "W™* Pertaining to the association's loan have been noted In Comments l-C. I-F, l-G, and l-J, respectively. 

B' are not^^0?0:^lnv"tme^s <" Partnerships and Joint ventures 
vestment In Mor* f M^*0? c* Security Investment Corporation has an In- 
5280.00, respectively I" St0ra9e and ArmY Aswdates for 5300.00 and 

i'rcarru"" ^ Ks Sf'th^s0'0!P and Wc>0dh(i,u,e Row totaling 512,90^.11 
per ta I n I ng to these projects ^s "t " COrPOration' whl,e ^ '"ate 

0 thefd"v"sIon ,ervIce corporation has been submitted to 
9-306 ,and^egu la tlon^^AE^K* lnSt,tUt,0nS Art,C,e- 

INFORMATIONAL COMMENTS: 

'■ z'xr. - - - 

Increase 
(Decrease) 

June 30, I98A Kay 31. 1983 Dollar Anount Cent 

Total savings $13^33.668 511^,818,226 $19,615,^2 17.1 

Total Net Worth ^.165,928 , 3.779M3 386,^85 9.3 

Total Mortgage Loans 138.172.607 105,211,671 32.960,936 31.3 

Total Assets I6i(.987,'(17 137,^23,079 ' 27,56^,338 20.1 

-15f- 
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Security Savings and Loan, Inc. 

INFORMATIONAL COhMENTS: (Cont.) 

6. A review of the association's earnings for the calendar/fiscal year 
ended February 28, 198^ disclosed the fol lowing; 

I to Net 
Pollar Amount Oper. Inc. 

1. Net operating income (Page 6, Line 1) 100.0 

2. Taxes (Page 6, Line M 28,059 0.2 

3. Earnings distributed on savings (Page 6, Line 3) 11,208,009 89.6 

't. Net Income available for reserves and surplus 1.268 333 
(Page 6, Line 2 and Line 6) 10.2 

5. Net Income distributed (Total of 2, 3 and above) $I2,50M0I 100.0 

t 
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LEONARD BASS 
TK EODORE C. DENICK 
STUART" L. SAGAL 
HOWARD CAS6IN 

LARRY CAPLAN 
JOHN H. DENICK 
ROBERT N. KI LB E RC 

BASS & Denick. P.A. 
attorneys at law 
Cie MUNftr> BUItClNO 

B*.kTiMO«C. MAH*LANC 21202 
1301) «e5-7A 

Kay 1, 1985 

Division of Savings and Loan Associations 
Suite 800 
The Brokerage 

"34 Market Place 
Baltimore, Maryland 21202-4078 

Attention: Charles H. Brown, Jr., Director 

RE: SECURITY SAVINGS AND LOAN 

Dear Mr. Brown: 

Pursuant to your request, we are enclosing herewith two (2) copies of the^Board o 
Directors' response to the examiner's comments concerning the examination 
Association's books and records as of June 30, 1984. 

Pursuant to your request, we are forwarding to MSSIC a copy of this letter and of 
the Board's response. 

Sincerely yours. 

0D0RE C. DENICK 

TCD/sa 
Enclosure 
CC: MARYLAND SAVINGS-SHARE INSURANCE CORPORATION 

Kcavto 

ftcw OF UC & 
JTs" MOOHtSS* 

IIIH17 
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April 26, 1985 

A Special Meeting of the Board of Directors of Security Savings and Loan 
(A Stock Corporation) was called to order by its President Ze * ""J ®d 

10 o'clock A.M., at the main offices of the Association. All members of the Bo^rd 
of Directors were present as were certain key department heads. 

Mr. Hurvitz stated that the purpose of this meeting was to review the 
transmittal letter of February 19, 1985 received from the Division of Savings; and 
Loan Associations and the report that accompanied the examin;atlon; "r; 
acted as Chairman of the meeting and Theodore C. Denick acted as Secretary 
meeting. 

Mr. Hurvitz. advised the members present that the Directors and' «rtairi key 
employees of the Association have spent a considerable amount of time and 
order to compile these answers and to determine the deficiencies an resp 
which necessitated these comments by the Division. 

Whereupon, the following action was taken: 

COMMENT 1: . 
A. 208924 - Original Mortgage in File ^ 

209188 and 209209 - Paid Loans 
v 209109 and 208982 - Policies in File 
^ 209083 - Master Condominium Policy 
✓ 209053 and 209221 - Endorsements are in file 
' 209158 and 209159 - Policies are in file, flood insurance has been requested 
J 209009 - Property has been released 

209222 - Original in file #209221 

C. After careful review of the files and review of Regulation 29 A, the Loan 
Origination Department is,now completing all necessary forms. 

•/ 209253 - Paid Loan RECEIVED 
S 209181 - Refinance - No Contract Necessary DEPT. OF UC & 
^209231 - Contract is in file ^ ^ LOAN ASSNS 
^ 209168 - In File , 

^ 1. 209053 - In File St 1985 

*/ D. 208853 - Narrative appraisal in file updated by letter 

y E. 209235 - Is a Construction Loan 
208889 - Purchased from First National " 
209158-39 - All qualifications are on file except Ice Pond. This is an in-house 
Appraiser from First National and has been requested 
209056 - Qualifications in file 
209216 - Qualifications requested 
209221 - Qualifications requested 
209253 - Qualifications requested 
209181 - Qualifications are in Master File 
We have updated qualifications on Leon Amernick in our Master File. 
209250 - Statement in file 

O ^ "1 
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F. 2089^3 - Title Certification Requested 
♦^ 20892^ - Title Policy in File 
^ 209053 - Title Policy in File 

y,209188 - Closed File 
/ 209209 - Closed File 

♦'G. 209222 - Settlement Sheet requested from Rouse Co. - Purchased Loan. 
^ 2089A3 - Settlement Sheet Is in file 

^ H. 209188 - Closed File 
209209 - Closed File 

I. 208895 - An additional security code 06^ has been added to NCR on this account 
to indicate the guarantee. 

J. 208943 - Partnership Agreement is in file 

^ K. Documentation is in files. 

COMMENT 2: 

Status of Delinquent Accounts: 

208702 - Relcke - Paid in Full 
208687 - Kehoe - Foreclosed - REG 
208692 - Kehoe - Foreclosed - REG 
208755 - Naglewski - Pending Foreclosure 
208756 - Claar - Pending Foreclosure 
208762 - Kehoe - Foreclosed - REO 
208763 - Kehoe - Foreclosed - REG 
208764 - Niedzwlecki - Foreclosed - .REG 
209063 - Lloyd - Paid in Full 
208479 - Middle States - Paid in Full 
208A83 - Middle States - Paid In Full 

/ COMMENT 3: 
Mortgagor's escrow accounts are being analyzed October of each year and any shortages 
are being collected. 

COMMENT 4: 
'p A. The Association has maintained a regular interest savings passbook account at 

4Z and this Is In keeping with the spirit and Intent of Commercial Law Article 

W 12 -109 and the subsections under It. 

B. The Association does not take a late charge out of the expense account which is 
prohibited. When payment Is received on an account that has a late charge, the 
late charge is taken out of the actual payment before any of the other items 
are spread. 

COMMENT 5: 
Surf Associates 20896A is improved property with a condominium project. All 
values were determined as to a construction loan not unimproved land. 

209068 - This loan was not unimproved property. The values are in line. This 
was a rehabilitation loan. 

2^ >•<. 
7 t b 

208895 - The property was originally from land which was improved to develop lots 
which Increased the value of the- rest of the propertv and in addition th^rt- ore 



^ t 

C. 209250 - The loan-to-value to the security is a 851 loan-to-value but this loan 
also has another property as additional collateral which was not taken into 
consideration. The loan-to-value is less than 801. 

209158 and 209159 - The Board then considered the examiner's comments on Nu- 
Diaper Baby Service, Inc. and the Officers of the Association explained that 
they had gone into considerable detail on this loan with the Division's Ex- 
aminers who did not seem to grasp the understanding of the transaction. Nu- 
Diaper Service had been owned by two brothers named Warench. One of the brothers 
sold his interest in the corporate business unto the other brother and the brother 
that remained with the business financed through this Association. All of the 
real estate, chattels and equipment owned by the Corporation as well as additional 
security representing mortgages on various residence of the remaining brother 
and his son. Additionally, the Association took an assignment of all of the 
Issued and outstanding stock of the Corporation. The amount of our loan was 
equal to one-half the agreed and appraised value of the business according to 
the financial statements of the business and was the actual buy-out figure of a 
502 interest in the business. Thereforej when this Association loaned only 502 
of the value of the business, and received 1002 of the business as security plus 
the equities in the remaining brother's and his son's properties, it was felt 
that the loan was more than adequately secured. 

COMMENT 6: 
y A. A notice has been sent to Borrower in order to pay the loan off. 

^ B. The customers have been contacted in order to fill in the requisite infonnation 
on the note. 

J C. Supervisory holds are now distributed to all branches and the same is posted for 
the tellers to observe the status of any account containing a passbook loan or 
other type of hold. (i.e. attachments, government liens, etc.). 

COMMENT 7: 
A. It is our understanding that we are approved under Federal-Tie-in to do commercial 

loans to corporations and individuals doing business. 

B. This is brought to the attention of the Loan Committee and they have been cautioned 
about the requirements of Regulation .49A(2). An examination of the accounts re- 
vealed that they have been substantially reduced and effort is being made i;o 
promptly bring them into compliance with all requirements. 

C. 300011 - Paid - December 14, 1984 

D. An effort is being made to have completed applications in every file. 

E. 300024 - Disclosure Statement in file 
300027 - Paid Loan 

F. 300011 - Paid / 
300012 - Paid 
300009 - Paid 
300013 - Paid 
300016 - Has original mortgage in file. The Appraisal and insurance has been 
requested. 

G. 300016 - Signed Settlement Sheet in file. 
t 
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COMMENT 8: 
A. Will file report to Abandoned Property and renit as required. 

B. ADP reports do not reflect accruals. Payroll is on a bi-weekly basis and adjust- 
ments are made to reflect closing date payroll. 

C. Auditor's year and entries - documentation was available. 

D. & E. Differences caused by classification of intercompany accounts and by accruals. 

COMMENT 9; 
A. 6t B. The time lag in posting disbursements has been corrected. Current procedures. 

Including a planned computerized system will prevent delays. 

COMMENT 10; 
A. This is being worked on - Appraisals - REO. 

R; This REO was part of a lawsuit dating back several years prio to Sharon acquiring 
/Security. No records were found but the Association has been able to determine 

l/r that the lot is located in Susquehana Trails and regular payments are submitted 
^ to the Association. Security had an attorney in Pennsylvania handling the account 

and Sharon retains the same attorney to handle the account. 

C. The properties in question have been sold. 

D. Rental income has been recorded. 

E. Cypress Court Condominium Units are in the Master Folder and the Association 
has certificates concerning the same. The other Unit at Bayshore Park Condo- 
minium has been sold. 

COMMENT 11: 
A. Account has been withdrawn and credited to mortgage account. 

B. This loan had been sold and the folder delivered to the Buyer of the loan. 

COMMENT 12; - , 

SECURITY INVESTMENT CORPORATION: 
A. 1. The endorsement has been ordered. 

2. The endorsement has been ordered. 

3. The account was current per the payoff statement. f 

4. We can lend 80Z of Appraised Value. 

B. Investments have been recorded. 

\ 
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C. The service corporations believed that they might be able to earn substantial 
conmissions if they work out certain problems that existed with Urban Resorts 
Group and Woodhouse Row and with this thought in'mind, they communicated with 
legal counsel in New Orleans to determine whether they could serve as a broker, 
mortgage servicer, and serve in other capacities in Louisana and sought legal 
counsel in connection therewith. 

D. Statement has been filed. 

E. Adjustments have been posted to this account. 

Extensive - discussions were had and directions issued to eliminate Incomplete 
documentation which resulted in an excessive amount of work and time being involved 
to clear up mistakes or omissions when a file is originally handled. Further, closei 
supervision must be maintained by department heads to make sure that directions anc 
policies are attended to with care. 

The Secretary was directed to send two copies of these Answers to the Examiner's 
Report to the Division of Savings and Loan Associations and one copy to Maryland 
Savings-Share Insurance Corporation. 

There being no further business coming before the meeting, the same was adjourned. 

SECRETARY 
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(writer's DIRECT DIAL no.) 

332-8561 
BERNARD S. MELNICOVE 
(i© li - is71) 

December 31, 1985 

John Church, Esq. 
Office of Special Counsel 
Suite 1513 
301 West Preston Street 
Baltimore, MD 21201 

fte: Sharon Savings & Loan 

Dear John: 

This letter is a follow-up to our meeting of Friday, 
December 20, 1985. It responds to your request that we put 
some o the information we shared with you in written form, and 
tnat we supply some new material that addresses questions you 
raised during our meeting. 

We have already supplied you with the appraisals and 
rinancial analyses which show that affiliated parties have 

iKafed.l0Catl0nS or e<3uiPment to Sharon. The appraisals show tnat the rents paid by the association were below market rates 
and were less than those which would have been paid to third 
parties. While Sharon's Board of Directors did not formally 
approve individual lease transactions, the members of the board 
were aware of the transactions, approved of them informally, 
and a formal ratification of the leases could be obtaineo if 
such an action were felt to be necessary. You indicated an 
interest in the letter written by Sharon to the Division of 
avings and Loans regarding the Systeme equipment. Although 

the original should be in the Division's files, we are 
continuing to search for our retained copy, and I will send it 
along to you as soon as I have obtained it. 

Traditionally, savings and loan associations have 
touna it to be within their financial interest to lease 

IIIH18 
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ELM ICOVE. KAUFMAfNl, Weiner & Smouse, P. A. 

John Church, Esq. 
December 31, 19b5 
Pdge 2 

enaM^y
fh^=qUi?"'!nt ISthe,: than to P«chase it. Leasing enables the associations to obtain the needed pronertv and 

equipment without making substantial cash outlaws BecaCse the 

nn^me^x thTj"117 haVe re<I"i"d "o Pay lU^le^c^6 income tax, the tax aavantages of owninq propertv or 

Ss Ses Wa f --"fie to most individuals ^nS 
However in tht rtt ^ y avai.lable to the associations, 
passed alnno ^ 0 Sharon' these tax advantages were association in the form of the below-market 
rents on the property and equipment. For this reason the 

ofa!eLinaefhartl?UlarlY advantageous for Sharon. The practice of leasing thus strengthened the association's financial Ce 

enabledni rto' IT 3 fl0" and a sJanop"nt ano enabled it to make more mortgages and other loans than would 
otherwise have been possible. would 

in f-h.. YOU have also askeo about the shareholders' interest in the earnings of the Sun Title Corporation. We previousfv 

unt?!5^ ^ yOU Wlt:h Sun,s average annual earnings from 1979 
oSroor^fnn"56^- As yOU knOW' Sun is a Subchapter S corporation, and as such, each of the three stockholders Marr 

Slng^sTllst'of lntereSt " its earnings? 

if1?9 "-r3r^9
c^ ^ 

is ~S?i: r r1 in— 
sole stockholder. ary " Sharon' and Sharon will become its 

the h is tor v We furn;LShed yo" with a chart showing tne history of Sharon's purchases of certificate; of 
from Gibralter Building Association. As"e exptainfd ?he 
rates paid by Gibralter to Sharon on the certifica?ls'w«e 
always at market rates. Moreover, the ra«s which sLrnn 
r0CPl\7#^H f r r\m -i ^ ^ l ^ i-dL-tfia Wli ICH onQrOn 

market rates which ^er comPletely consistent with the drKet rates which Sharon was obtaining on comoarahlP 
certificates purchased from other institutions 
a chart which shows the prime rates as set br^u tabirJiust"9 

shUowsn9tL%^si0'hi" rr'.10"- A1SO enClos- is a chart which 
Securil-V nn • Gibralter was paying to Sharon and Security on their certificates of deposit. Finally T 

received^from^ibralt which
h
co",Pares the rates which Sharon received from Gibralter with the rates it was receiving from 
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Metlnicove, Kaufman, Weiner & Smouse, P. A 

Joiin Cliurch, Esq. 
Decejuber 31, 1985 
Page 3 

dur!^i?Lt\^0tL:%eCrroPdraslet^r
t
tl£lCateE 0pened or -"ewed 

Gibralter. periods as the transactions with 

Sharon an^itsdepositors f OW%c^arly that the interests of 
entire course of dealinas ck protected throughout the 

information on the priwe rate a•and ^"^er. The 
during our irieetinq- t-h reaffirms what we discussed 
between Sharon's purchase.wfs/bsolutely no relationship 
the treatment by Gib^altff c Cert^flcates from Gibralter and 
affiliated w^h c? er of any loan made to parties 
made, the prime rate^too^at^fi\i9' l982' when the ioan was 
made at 15 percent. By Deoeraber th" ^ l0an WaS 

dropped to 11.5 percent 7 82' the ime rate 
percent rate. Unaer the l-ermc % ^aS rene90tiateQ at a 10 
the right to pay it ofj i^ fu!l ft ^ the *ad 
to the borrower's exercisina t-hic ^ tlIne* As an alternative 
agreed to reduce the raJe^n ^ 0Ption, Gibralter simply 
that corresponded to the droo in ^;L9inal loan by an amount 
objectively verifishl^ f * prime rate. In short, the 
there wls no relaJionlhf^hfr SUPPOrt the fact 

Gibralter ana the treatment ofthe Join?'5 Purchases of CDs ^ 

properties. For^h^reason^lofnS i^oiving convenience store 
our view that ?L .f reasons explained at our meeting, it is 

the Maryland regulations^Moreover "the^oa^r5 COII,plied Wlth 

valid and worthwhile investmentr^^heir merits The 
were maae at competitive interest ^erits: The loans 
borrower to pay a fee of f and required the 
rate. As you are further aware^th S ^ acidit;^on to the annual 
these transactions show ' e subs^uent history of 
business standpoint Payments on ^re fully justifiable from a 
completely current'* Moreover as Jon ^ ^ by Shar0n a^ 
underlying the loans mace by il^Court re^' pr0perties 

a cash contract, and the conservator ^hY Were SOld under 

Court's option to require that th^ ^ ! n0t t0 exercise Old 
time. The conservator's decision ac^L ! Paid 0ff at that 

confirmation that thes^ trance *-■ ciS an r^Oepenoent 
neither Sharon nor ?ts d^f; 0nS ,'ere fair ones and "at 
the slightest degreed deposltol:s prejudiced by them in 

considerationc: 
raised aurinq our mo^t- *■ i u issue which was 

" mOSt recent telephone conversation; loans loans by 

2^ C". < 
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Melnicove. Kautman. Weiner <s Smouse, P. a 

John Church, Esq. 
December 31, 1985 
Page 4 

interests.^I^understand^that^v """f ^"nershlp 
reports of the FSLIC k a^reaciy have obtained the 
make several points wh^h ' bUut 1 feel ^ is ^Portant to 
in those reports or T^ronZ* ^ ^ been fulli' sPelled o^t 
repayment of ^he loans ITt0 thein- First' the 

loans were made at market rat^ ^ current. Second, Sharon's 
has now proved to be ^e?] ^ Zk ln faCt' the rate charged 
other terms and conditions oHh rate " and a11 the 

those which would have hf^n r ese loans.were identical to 
only unrelated parties Thus^Sh* °n S1IIiilar loans involving 

regardless of whether Msn ^r ' Sharo
1

n s Position is the same 
interest. wnether or an unrelated party had owned the 

4. • , Finally' in response to your reauf-^t- t ! 
concerninQ t-r' enclosing 

whicn Sharon purShaled ll Son nn May 0f this year in 

additional million do?!'•00 ln mortgages and an 
Court Savings & Loan qh- " e<3ulty Participation from Old 
the participation from Md b0th t,le -"""gages and 
with Equitable Trust and ho*-h "owever' since Sharon banked 

wholly-owned subLdiary of Ihar^nf ^OUrt.and £^«ity (a 

pex. tne attacheo computer printout. 

can be of further^ssistanc^in 1° COnJact me at any time if i 
related matters. onnection with these or any 

Sincerely yours, 

  

Ethan L. Bauman 

ELB/kko 
2326 f 

Enclosures 
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I'KOMISSOKY NOTi; 

U.S. i 1)00 ,01)0.00 li«i 11 irio r v . Maryland 
Kirch 19 , lyn:' t " 

l-OK VALUE RECEIVED, the undersigned, STEVEN HUKWITZ, M/VKC HUKW1TZ and 

DAVID HURU'l TZ, Co-I'nrlncrs, trading as MSD I'ARTNEKSHll', u Maryland Parlnershi p , 

hereinafter called Maker, promises to pay to the order of GIBRALTAR' 

SERVICES CORPORATION , hereinafter called Payee, the sum 

of FIVE HUNDRED THOUSAND ($500,000.00) DOLLARS, in lawful money of the United 

States of America, as follows: 

1. The aforesaid principal balance shall bear Interest at the rate of 

FIFTEEN (15%) PERCENT per annum on unpaid principal balances until paid in full. 

Principal and interest shall be paid in monthly installments calculated on n 

TWENTY-FIVE (25) YEAR PAYMENT PLAN of SIX THOUSAND POUR HUNDRED FIVE AND 00/100 

($6,i(05.00) DOLLARS per month commencing 

THIRTY (30) DAYS from the date hereof and continuing on the same day of each month 

thereafter until this Note is fully paid, except that, if not sooner paid, the 

final payment of principal and Interest shall be due and payable FIVE (5) YEARS 

from the date hereof. 

2. This Note is secured by an Assignment of a Mortgage from James Cann, 

Mortgagor, to the Makers hereof, a copy of which is annexed hereto and covering 

investment properties situate basically in the City of Baltimore, State of Maryland 

3. The Makers hereof agree to pay to the Holder of this Note a late charge 

of FIVE (5 ) PERCENT of the total amount of any delinquent or late 

periodic installment of interest and principal which is received at the office of 

the holder of this Note more than FIFTEEN (15) DAYS after the due date thereof. 

DXVlD HURWITZ (j 
CO-PARTNERS, TRADING AS 
MSD PARTNERSHIP 

I 11 H19 



tj <■ 
THIS AGREEMENT, made this 19t>jay of March , 1982 by .ir.d bctuven 

STEVEN HUKWITZ. MAKC HUKWITZ and DAVID HUKUITZ, as tenants and co-part norshlji 
If trading as MSD PARTNERSHIP, hereinafter called Debtor and GlEHALTAJi 

Si3iVICE3 COHPOHATION hereinafter called Secured 

Party. 

WHEREAS, the Debtor promised to pay to the order of the Secured Party 

the principal sum of FIVE HUNDRED THOUSAND ($500,000.00) DOLLARS as more 

fully set forth in a Note dated evenly herewith between the parties and 

In order to secure the irfdebtedness and Interest to accrue thereon. Debtor 

has assigned a certain Mortgage from JAMES E. CANN to Debtor unto the 

Secured Party, which said Assignment Is on the following terms, namely: 

1. All payments made under the Mortgage from James E. Cann to 

Debtor are to be received and retained by Debtor until default under the 

Note from Debtor to Secured Party and upon a default in the Note from Debtor 

to Secured Party, the same shall be paid over to Secured Party. 

2. Secured Party upon being repaid the principal balance of 

FIVE HUNDRED THOUSAND ($500,000.00) DOLLARS with interest thereon at the 

rate of FIFTEEN (I5X) PERCENT per annum on or before FIVE (5) YEARS from the I 

date hereof, shall transfer back to Debtor the said Mortgage. 

3. In case Debtor shall make default in payment of said FIVE HUNDRED j 

THOUSAND (¥500,000.00) DOLLARS on or before FIVE (5) YEARS from the date 

hereof or shall make default in payment of its said Note to Secured Party 

when installments become due. Secured Party may, at any time thereafter, 

upon giving Debtor FIFTEEN (15) DAYS written notice of intention to so do, 

sell the said Mortgage at such price or prices and in such manner in all 

respects as Sccured Party shall think proper, and out of the proceeds of 

sale. Secured Party shall reimburse Itself for the amount then due to It 

with Interest thereon up till such time, and all costs or expenses In 

connection with said sale, rendering the Debtor such surplus which may 

arise from such sale. 

IN WITNESS WHEREOF, the parties have executed this Agreement. 

\\ 
STEVtN HUKWITZ 

MARC HURV^TZ ifirz FT 

97 V h** I * 



  t. 
DAV1D HURW1TZ 
CO-PAKTNERS TRADING AS 
MSD PARTNERSHIP, Debtor 

<7 WSt^PRESlDENT 
SECURED PARTY 

- 2 - 
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Building & Loan Association 

October 24, 1983 

Memo To: File/ Examiners 

From: Diane C. White 

Subject: Loan 9-1001/ Hurwitz 

Please be advised that Gibraltar Services-Corporation (or Gibraltar 
Building & Loan Association, the parent company) is in a position 
to obtain a $500,000. (or loans totaling $500,000.) loan from 
Sharon Savings & Loan Association (or Security Savings & Loan Assoc- 
iation) at the interest rate of 10% per annum. This arrangement 
is based on a prior agreement as reflected in our loan file indicated 

It is the intent of the building & loan (or service corporation) to 
make use of these available funds when necessary to the betterment 
of the lending institution. 

above. 

t 

O 
C ( 

□ South River Medical 
and Professional Center 
Edgewater, Md. 21037 

956-2900 

□ Cape St. Claire 
Shopping Center 
Annapolis, Md. 21401 

974-1515 

C Kent Island 
Shopping Center 
Stevensville, Md. 21666 

643-4191 
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Gibraltar Building & Loan Association 

2981 Solomons Island Road , P.O. Box 118 
Edgewater, Maryland 21037 
(301)956-2900 

MEMO 

1090 Cape St. Claire Road 
Annapolis, Maryland 21401 
(301) 974-1515 

J2/9/82 
date 

SUBJECT 

I ha va cpKzed -fo Azduce. the. -intziztt by agA.eemen^ 
or'J'Thin tg modi^cdZ-iOn , 10 10% on— 
tht ican fiXom Hu-twiXz to the. Szivice.* CoA.pofiation. In 
ixc.'''.any z, x'e A.tce.-cve. a $500 , 00 0 . lean i\om Sharon 

? XX Kt.f.r IjfX tr the SpnvJcrA C ntpnfLatlo n at the, late  
10%. 

TTTaTe p'XP.pziz a " no Ce' f.oan to couga ZKZZ amount 

■i,|.'• ujid ^rr.'icatu that it -it—backtd by trcitgavt 
Ci1." i;4 payable, to the. Szwicei CoA.poA.a-C-com . Th-ci thoald 
~ ■: i / i / i 5. rteate. -te-t me feavc zhe note 40 
rn'.t T can iend the payment -en {o. 6 ge.tthe.iA. ciheck at 
t'-.e ixme. lime, hopefully rraking e.ve,iythinq voik v:e.ti. 

Thz.-.i 4 , 

 r-v  

'V- 



Gib rait? " Services Corpor?'lion 

A wholly ounicd subsidiary of Gibraltar Building and Loan A social ion. Inc. 

Caj.H? St. Claire Road, Annapolis, Maryland 2140] 
(30)) 974-1769 • (301) 269-0407 

Decenber 22, 1982 

Mr. Steven Hurwitz 
c/o Sharon Savings & Loan Assn. 
P.O. Box 1511 
Baltimore, Maryland 21203 

Dear Steve: 

As we discussed, Gibraltar is agreeable to reducing the annual 
interest rate on your loan thru our service corporation to 10%, 
on the condition that a $500,000. loan be made to the service 
corporation at the same interest rate. We will be prepared to 
accept your funds at your earliest convenience. 

The service corporation will sign a note for the debt / and will 
be prepared to make principal reductions in accordance with the 
decline in the mortgage balance outstanding. 

Thanks for your cooperation. 

Diane C. White 
Vice President 

DCW/jlc 
cc: L.B. Goldstein 



CASE INDEX /WORKS HEE'! 

Aconcy's O . J , 
Kair.e: t LOci H 

Matter : /X JJYX   

y) p n /r^K o~^ 

if/ / /./TV n^A AJ cb^JoJU ■ 
(J ^ 

I£3__I31_ 
Case Number 

Date Received: /,Q ~ ^7~ 3> 

Date Closed: iz/7}^ 

AAG Assigned: Ci£HyiO£j\. 

■■ tLdr tfU, ^ .--^W /I- ^L^g/ 

(2--J g TO. 

^1 ^ - - ^1 ^ l-fl 

rORMr Dtr-.'OSt./«-4,'1 1-B3/2C/e4-323 

111H 21 

28f!" 
'/c-WJf 



^ / Z-/7 

i 

2- (— ~ 

^ A' v1''*4'" *~l 

j^v :u-:r: 

9 s 0 I 



^/7 

K U--V C T" <3- VV i 

To. ^ S. 

j)«rf^Novje^lo^ 

Uda-K Ho H.S.X). Q ^ l.oc_ (iavj Gibrccl'itr. 

A^ J) J:.. . r. . .W-i . - * f 
<i>L<L^r<<n^_>-IY 

4^=S 

+Ws.l-r^ o-f . -Sk^o-K, wnwlA kni 

+o G,tr&(4<^ *5^0,000. ^ /oZ Su^<-%. 

TiXt^—. uro~3Jl -xl^ iSJo s-Skc. 

^ ^4 *500,000 ^J&L M 4-0 / 0% ^4. A. 

ytc-L^. <rS a-ixp^^x&JL, V sik~~i, .-5/wCji-v . 

jLw^ oltt^LLoJ -^lo? OLTtrJ^^cv. rfrrv^ ^>^x-c3v-a-cA U-^^xJ-o^ cl&SLJ^ 

tjcrw^ , U? o&o XLAJi. ■ jtL^Q o^M 

" 4 rujfe, ' 

•7T <<_AyviX>^. 

^^JuU Jlltv ^4 A a^wr^t^ . 

t yio MCLAJ-<^ £y c> O fJU. UhCcK^ 

^ cr->o ^ c^ TtLjr ta^JJ 

Jia^j} V^ X^wr>^ ^ it 1<W^ pd! 

\zyo ^ J 

cr^i .0 ^ d* 1 9^0" 



— 

Po^L 

^TC-^l^ca^VAV^) _^^-X^i_<^ ^ 

^X^-C^"-11^ y^—t^^JLA^ &^<—J>l >^^-0-'—^t5>^ cr^O-rz^^Jlsf^) jfa 

^U> ^^tcrocv£^ <jA*^c^ajLk <y^-05^ ^^4 /^-^C. Cr 

<xJb~i-A*~£-i^.& C^^C<Q -fcru ^y^O^CA^^f) <*Ic-t^K • 

2So:i 



Nlc/ 

 Ala.KsJ\i j 1 j   M, S.b f\ iSoc,t aXic 

.•^ —^Sg-g..qo n - lo a.^ '^-cwQ Gd 

J , -^.r^^CoKp^^oO (h M . « i_^ii2f.^LiiaIl_a±L,).. 

- —-4. sba^, vj-t^vo I S %? . ^ - r> ^ - -v^>^ 

■ wgL g. ^Ttvc ^-(1.^ 

■ <W~n^L^^'t7— 
W.s. b. J^i _^fl a j*=z£z±^Lcjs> sf Ma v~c.j 

K^J D^J-fku^0L r -fl*. ^ gji 

e^^AJ'*1"> 'j—2 f -i'^ ^ 
{W^ S+L S*<u*Xzb Sf^ 

oo ^rw, 

J-SJ^O00. _<d^± A^H W*g ./^ J£j^j%*l ■  

 T ri^S AJ^K*^J 

r—»-S-..l) AxJoc.ai^ -ilf #5-g0 oao. ^ /0%^^.s^a^ 

|!w^J Ua^ -gtr ^-f J 

Ifri f*. I _ 

^O O , OOP« I qJ ^^ 

7"^ s/ C>OOi_ >  

*^n yoz^) .  

L>au. jLrf-^-c-K^ ^0 ^LQ V^x; Ji^r 

 rcL~o hJj. (||<. ^ bdj-nj— 

.G/jyuJlx^ itr-^.^M. Wtw< 

"fi^-trw^ SA^-tKC S^l- jet L^xJlJ^ 

'\j)^S&' A .... X^ jhc^SL, 
- - 'Po^S^,—4cwv,—. t<J X^ V>XU^ 1 

- -cUna. Aw ^ SL^Jt, s^l. frrntiVi , ^ ^ 

^ Jrnx^m /k^. 

ll^ 

I 

Ca^Al^ 

J -A^ s, f   

^fA ^..Asi 

-\*ry~*aJ\ 

aAp£& &2J-,fiOO * .__ 

■ J^/7 —. (.njy (^cv-^ult 

280 1 





*1 f 

O J .V A C Co '-'J1— 



lirrrr rn 

if | 

<■ -- 
^' _, icz 12 

2807 

& 4 Vaur> 

0^7 

1 '—V—t—^,itrY*»r t 
v . ••■ ■/.•, v:.;... 

mm..- 



Gibra 1 tar 6ul1dino and Loan Association 

C cirn- n! I C : 

A review of the loans In which the association has purchased a 50t interest 
from Severn Savings and Loan revealed that there is no participation agreement 
in the files. 

Conment I 7: 

A review of the loan.file supporting general ledger No. IZ'tSO entitled "Loans 
Receivable - MSO Associates" revealed the following: 

A. Gibraltar ServlcesCorporatIon granted a $500,000,00 loan to MSD Associates 
for 5 years at 15t on March 19, 1982. On December 1, 1982, the association 
agreed to lower the rate to lOt. The assoc lat Ion, by lowering the rate, 
granted to MSD Associates'a be low-market loan. The principals of MSO 
Associates are Mark, Steven, and David Hurwltz. The association Is 
directed to furnish the Division with a detailed explanation as to why 
the rate on this loan was lowered from 15^ to I0i. 

B. A review of the minutes of Gibraltar Services Corporation and Gibraltar 
Building and Loan do not Indicate approval for this rate modification. 

C. There is no written modification In file for the rate reduction on the 
loan from 15i to 104. 

D. There is no purchase agreement or assignment of this loan from Gibraltar 
Services Corporation to Gibraltar Building and Loan. 

Ccxment 18: 

An analysis of the subsidiary mortgage loan records reflected the existence 
of 20 delinquent accounts as determined by the definition set forth In Regulation 
.0IG. The outstanding balance of these accounts totaled $ I,^75•1^ as of the 
date of the current examination, representing a delinquency ratio of ^.6?; of the 
total mortgage loans outstanding. Delinquent and unpaid Interest on the loans 
subject to comment totaled $128,270.69. 

A review of the loans subject to comment scheduled on page 9 of this report 
revealed that 6 loans were subject to comment In the prior report of examination, 
5 of which are more than 12 months delinquent as to Interest. 

This review also disclosed that loan Nos. 11-3656 and 11-3728 were reported 
because of a cumulative deficiency in the expense account of more than three 
months at the date of the examination. 

Comment 19: 

An analysis of the subsidiary mortgage expense accounts reflected that 
seventeen accounts had debit balances totaling $2,150.18 as of the date of 
the current examination. 

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 i nsurance. 

Comment 20: 

An analysis of the mortgage escrow accounts revealed that If there is 
periodically an overage In the escrow account, the association does not at 
least annually give the borrower the option of receiving the refund of the 
overage, applying the overage to the payment of principal and Interest or 
of leaving the overage In the escrow account as required by Section 12-I09.l(b) 
of the Commercial Law Article. As well, this same section requires that if the 
borrower fails to notify the lender of his preference within 60 days, the 
lender shall return any overage to the borrower promptly. The association does 
not mail the overage to the borrower If the borrower does not request same. 

111H 2 3 
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TO COMMENTS IN REPORT OF EXAMINATION Page 8 
"tember 30, 1983 

Cominent 16. 

The participation agreement referred to in this comment was in the appro- 
priate file before any funds were advanced and was available at the time of 
this examination. 

Comment 17 

The loan to MSD Associates received a short-term reduction in interest rate 
from 15% to 10Z (which was consistent with a similar drop in prevailing 
mortgage interest rates) in return for an agreement with the borrower to 
repay this loan in full within 12 months, thereby substantially shortening 
the maturity of this originally 5-year loan. This loan has been, in fact, 
paid in full and the mortgage released. t 

Comment 18. 

As of December 31, 1984, the Association had three loans (including loans in 
foreclosure) which were ninety days or more delinquent in payment. The 
outstanding balance of these loans was $646,269.22 and the unpaid interest 
on the loans was $49,022.96. 

The status of the loans as of December 31, 1984 commented upon on Page 9 
and referred to in Comment 18 is as follows: 

Loan No. 
11-3638 
50-3485 
50-3692 
60-3767 
11-3186 
11-3506 
11-3509 
11-3591 
11-3695 

Name 
Holland 
Douglas 
Hicks 
Holland 
Evans 
Doran 
Knoll 
Alexander 
Hastings 

48-3449 
48-3628 
48-3630 
48-3668 
50-3745 
48-3761 
48-3639 
11-3656 
11-3728 
48-3429 
48-3430 

Lord Calvert 
Sunfire 
Sunfire 
Riddleberger 
Wayson 
Simpson 
Sachs 
Vierling 
Keeler 
Sunshine 
Sunshine 

Status 
60 days 
30 days 
current 
closed 
closed 
closed 
current 
closed 
foreclosed and subsequently sold 
property 
foreclosed and 
foreclosed and 
foreclosed and 
foreclosed and 
30 days 
still delinquen 
closed 
current 
current 
foreclosed and 
foreclosed and 

subsequently 
subsequently 
subsequently 
subsequently 

sold 
sold 
sold 
sold 

subsequently 
subsequently 

sold 
sold 

At the time of examination the expense accounts relative to Loan Nos. 11-3656 and 
11-3728 were delinquent because the Association made tax payments on behalf of 
the borrowers in order to protect its Interests. The deficiencies in the expense 
accounts were subsequently paid by the borrowers. 

111H 2 4 0'r •« 



Maryland Savings-Share Insurance Corporation 

TO: Paul V. Trice, Jr. 
Senior Vice President 

FROM: Dean Digiondomenico 
Financial Analyst 

RE: Sharon/Secun'tv Savinns and I nan 

DATE: February 4, 1985 

The books and records of Sharon Savings and Loan and Security Savings 
and Loan were reviewed as of November 30, 1984. The following items are noted: 

A. FENWICK DEVELOPMENT CORPORATION: 

The following loans from Sharon/Security to Fenwick Development 
Corporation are secured by Heron Harbor Mile, Ocean City, Maryland: 

Loan Date Amount Current Balance 

78-8790 3/07/82 3,000,000 3,000,000 
88-7487 3/27/82 2,000,000 2,000,000 
88-7529 5/18/84 1,000,000 1,000,000 
88-7556 10/01/84 1,250,000 1,250,000 

7,250,000 7,250,000 

Portions of proceeds from loans 88-7487 and 88-7556 were used to pay off 
$1 ,700,000 in unsecured loans'to th6 borrowers, and to pay interest on 
previous loans totalling $199,332. 

October, 1984 progress reports on the 11 building project reveal the 
following: 

Total Cost Complete Remaining 

Land Development 5,800,000 1,615,622 4,184,378 
Construction 6,162,432 3,452,300 2,710,132 

11,962,432 5,067,922 6,894,510 

Association loans-in-process for Fenwick total $3,829.71. Nearly $7,000,000 
worth of expenditures will be needed to complete the project. 

In December, 1984, ownership passed from Gerald S. Klein to Merritt 
Commercial Savings and Loan. 

I 11H 2 5 
B. WILLIAM SISKIND: 2 8 'M' 

The following Sharon/Security loans were granted either to William Siskind, 
or to groups involving Mr. S-icHnH 3c   



Mortqaqe Loans 
Original 
Amount Balance 

Current 

3,b00,000.00 
2,266,114.17 
1,201,600.47 

300,000.00 
-0- 

10,996,377.17 

Share Loan 450,000.00 450,000.00 

Unsecured Loans 
12 of which 5 remain open .. 1,109,014.00 

■ • 12,bbb,391.17 
443,267.30 

8,160,961.94 

^^ succession of unsecured loans, together with extensions to loans 
8817, 8818, and 8819, may indicate-the inabilities of the various Siskind 
projects to generate enough income.to be self-sufficient. 

It is further noted that Interest is due on the share loan for seven 
months, and that one of the unsecured loans, for $185,000 to Pikesville 
Hotel Ltd. Partnership, was due 12/29/84 and was still open at 1/25/85. 

The loan to 4401 Joint Venture was settled by Siskind and Rosen. 
William Siskind is a general partner in 4401 Joint Venture, and therefore 
should not have been involved as settlement attorney. 

C. HAMPTON ASSOCIATES LIMITED PARTNERSHIP: 

On August 10, 1983, Security granted a $2,360,000 loan to Hampton 
Associates Limited Partnership secured by the Hampton Apartments in Towson. 

Settlement checks indicate that Attorney Jeffrey A. Levitt, a general 
partner of Hampton Associates, L.P., made all settlement disbursements. 
In cases where an attorney acts.as a borrower, the association should not use 
that attorney for loan settlement. 

Borrower/settlement attorney Levitt received a $50,000 commission at 
settlement, acting as both payor and payee of the check. 

$1 ,300,000 was paid to Sharon at settlement of the loan in 
of an unsecured loan to the borrowers made August 4, 1983. There is no 
indication that any interest was paid on the unsecured loan. In addition, this 
loan repayment could not be located on the settlement sheet. 

At the time of the Hampton loan for $2,360,000, Security Investment 
corporation also purchased a note originated by the Savings Bank of Baltimore, 
on which Hampton Associates owed $913,561.46. In the fifteen months since the 
purchase of the note, no principal payments have been made, despite terms 
calling for monthly principal and interest payments. 

It is also noted that no final title policy was located in the file for 
the Hampton Associates loan. 

2S1 ?■ 



0. SCHWARTZ/ROSENTHAI • 

On October 5, 1984 Sh^rnn ^ 
Oo,eph Schwartz an, Tl'Zt IZjZ IT.0-000 t0 

ranging betlleeVlhaVe had 1nterest rates 
is over 102. thermore, the association's cost of funds 

I- LENDING: 

borroKers to >™ h&'kk: this 

Loan Loan 
Amount 

4401 Jt. Venture 
PLL Assoc. 
PLL Assoc. , vijij 

New Oak Grove L.P. ^SO.'OOO 
'•ogan Village L.P. 1 ,200,000 

3,500,000 
1,085,000 
1,024,000 

I- ESCROW ACCOUNTS- 

Purchase 
Price 

Loan/ 
Price 

Appraised 
Value 

2,635,000 
1,004,961 

971,514 
2,250,000 

925,000 

133% 
108% 
105% 
122% 
130% 

5,450,000 
1,356,692 
1,311,544 
5,275,500 
1,200,000 

Loan/ 
Appraisal 

64% 
80% 
78% 
52% 

100% 

accou„1sCUri^eaS?vfs?ornnofaiwn'
n"U

n
a] ^' rate °f « -crow 

iVSrtlcT ^ Prl0r citi„OrSect^l2-,n09hcf th^Commerda?" 

G. ACCOUNTING: 

SjSS'Si;??" •4^n'™''^Oa558^0Skfied^u?aJ?c'"4P9E
r 

2- aSndV%"^n;a?„C\^^^r^.a7fc
d
0-0^n]^t^B^rstTOnts by Sharon 

did not equal balances on subsidi^i ifn Balan"s per parent books 
Glass and Associates is expected tn hr? erii The'audit firm of 
after completion of its annual audit, which is'SSTp^,6?1"'" 

-• PERIODIC PERFORMANCE REPORT: 

2. Sharon and Security include GL inQnfiqn "An™,, ^ 
m net worth on the M^sir *.0n 1H ? Allowance for Loss M" 

contra-asset for financial + consider this account as a 
the following balances at 11/30/84: reP0rtlng- The accounts had 

Sharon - $597,599.39 2^ 
Security - $692.336.36 

t ' > 



o^fMoan0! thh t0tf1 f0r Security was established as a result 

resulted from auditor's en trip ^ ^ >^1™ t0 

Interest n„ i„!»; e"tr1es affecting unearned discounts and 

5]; ; 

\r:V: 
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Appendix to the Rpt of the Special Counsel on the Savings ^fcof 
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SERVICES INC. 

(301) 576-8528 

r $ 

r* 

914 N. Charles St. 

Baltimore, Maryland 21201 

APPRAISAL REPORT DATED JUNE, 1983 

Wilson Fanns Food Stores 
Niagara Frontier Services, Inc. 
New York 

Package # 2 - PLL O^-ned 
Sharon Savings & Loan to PLL Associates 

i'.ie appraiser's detei^ination is as follows: 

LOCAilO": 1018 18th Street, Niaqara ■■alls 

^^ICHBORliOOD TtT'TriV . *. _ 
" >—l. i. .xo.s. .,tign; ornooo consists of one famly as well as, two or 

nor'.- family homes. Lower middle to middle class area. 
Cor.vcr. ic-nt to churchos, schools, and shopping. 

r.T.sCr.iPTiG: ibor Kw 1, "c-l io 21''., - art of lot 37 
-ots 11-2' 

, Miles Reserve and 

Prud'.'M ial in^urfir.co Co. of .'\merica, recorded 4/6/60 
and -.i from incmas J. ."■'e ran to and Angeline, his wife 
and r.al]-r. .".eranto recorded 3/2 3/70. 

LOT Si:'": 200 X 22 = 44,000 

Bi'iLnsize: Iy i7 .■;,■ 

P/A.-i.I'.o SPACES: (a; : roximate) 

I.AN'D VALVE: $45,00' 

ft. 

= M40 

110 car? 

CI 'T T t~,T • 

i-v r'APi7A".i::;,T] ••■ate lo>. -= .■.■•187,• •!7.o?'. 
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FRONT OF 
SUBJECT PROPERTY 

REAR OF 
SUBJECT PROPERTY 

STREET SCENE 

w photograph addenoJ^ 
Bc^owtfCu^m Edwin Lax "    
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BANKERS 

Al'l'KAiSA L i 

B jH K t 9. 

914 N. Charles St. 

Baltimore. Maryland 21201 

AITRAISAL REPORT DATED JUNE, 1983 

SERVICES INC. 

(301) 576-8528 

Wilson Farms Food Stores 
Niagara Frontier Services, Inc. 
New York 

Package # 2 - PLL Os-ned 
Sharon Savings & Loan to PLL Associates 

The appraiser's determination is as follows: 

LOCATION; 2406 South Park Avenue, Buffalo at Aldrich 

NEIGHBORHOOD DESCRIPTION: Neighborhood consists of a well established stable 

area. Single and two family homes ranging in value from 
>30,000. to S35,000. Convenient to churches, schools, 
and shopping. 

LEGAL DESCRIPTION; Part of Lot 263, T. 10, R. 7, Buffalo Creek R( eservation 

RECORTED DEEZ lasemer.t by Niagara Frontier Services, Inc. to Niagara 
.'or.awk Power Corp. and New York Telephone Co. recorded 
5/11/32. Liber 9121, page 644. 

LOT SIZE: 126.29 X 155.60 = 19,962 sq. ft. 

BVILD1NG SIZE: 03.4.. X 43.40 = 2,752 sq. ft. 

FAR-KING SPACES: (approximate) 57 cars 

LAND VALUE : S1 , 7 5 8 . 10 

BUILDIN'G VALUE : 341.} , 1 r- 5 . '"0 

TOTAL: ?! ,, ; ] 

rAi. •wM/ii-: x i by capitalization rate lev = 588,•»><.?.50. 

I . ^ P > v ; -f/t I 
28^,- 

Robert H. Hu<!:ion, CA-S, CR-A 
• ■) 
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SERVICES INC. 

(301) 576-8528 

APPRAISAL REPORT DATED JUNE, 1983 

914 N. Charles St. 

Baltimore. Maryland 21201 

Wilson Farms Food Stores 
Niagara Frontier Services, Inc. 
New York 

Package t 2 - PLL CVned 
Sharon Savings & Loan to PLL Associates 

The appraiser's determination is as follows: 

LOCATION: 1055 Walden Ave r.ue, Cheektowaga 

KEIGIffiORHOOD DESCRIPTION: Neighborhood consists of a commercial area near a resident 
sub-division with single family and two family homes 
ranging in value form $30,000. to $40,000. Middle class 
areas; predominantly Polish people. Two homes were 
razed to build store. 

LEGAL DESCRIPTION: Part of Lot 33, T. 11, R. 7, Holland Land Co. 

RECORDED DEED REFERENCE: 5/25/83 (Survey) 

LOT SIZE: 150 X 150 = 22,500 sg. ft. , - 

BUILDING SIZE: CG X 41.50 = 2.739 pn. ft. 

PARKING SPACES: (approximate) 66 cars 

LAND VALUE: $60,000.00 

BUILDING VALUE : $ 1 <1 ] , 47 5 . 00 

TOTAL: $.?"!,-17 

TOTAL VALUE X kl-KTAL 1 3L. • DIVIL'En BY C A PITA!. IV. AT 10.'.' PATE 10> = $271,901.25. 

281 h 

., "r- ) 'S* ^ i< - 

H. HuOr-on, CA-S, CR;, 
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914 N. Charles St. SERVICES INC 

Baltimore, Maryland 21201 (301) 576-8528 

APPRAISAL REPORT DATED JUNE, 1983 

Wilson Farms Food Stores 
Niagara Frontier Services, Inc. 
New York 

Package # 2 - PLL Ovned 
Sharon Savings S Loan to PLL Associates 

The appraiser's determination is as follows; 

LOCATION: 27G1 Harlem Koad, Cheektowaga 

KEIGHPORHOOD DESCKIPTION; Neighborhood consists of a commercial area near a 
single family area with homes ranging in value from 
?45,000. to $55,000. Middle class area; predominantly 
Polish and Gorman. 

IEGAL DF S C P, I ?710.' Subdivision lots 345, 346, and 347, Cover 1496, Part of lot 25, 
T. 11, P.. 7, Holland Land Co. 

:FNCE: Easement by Thaddius F. Pawlicki to New York Telephone 
Co. and Buffalo Niagara Electric Corp. recorded 12/9/47.. 
Liber 4242, Page 572. 

LOT SIZE: j0 X 125 = 11,250 sq. ft. 

BUILDING SIZE: •« X 4 3.40 = 2,951 sq. ft. 

PARKING SPACES: (approximate) 28 cars 

LAND VAL-'E: >53,• . - •■0 

Bi'ILiJlN'" VALUE: ? 1 7 . 00 

i / . 

y^4,9?2.95. i»:vi!.c-;n by capitalization' . 

•v ■ . ^ " yV. 1>'—c-, 

2 K ■' (> poi -e ? i CA-S, CFA 
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SERVICES INC. 

(301) 576-8528 

914 N. Charles St. 

Baltimore. Maryland 21201 

APPRAISAL REPORT DATED JUNE, 1983 

Wilson Farms Food Stores 
Niagara Frontier Services, Inc. 
New York 

Package # 2 ~ PLL &-'ned 

Sharon Savings & Loan to PLL Associates 

The appraiser's determination is as follows: 

LOCATION: 2620 Niagara Street, Niagara Falls at 27th Street 

NEIGHBORHOOD DESCRIPTION: Neighborhood consists of single family and some two 
familv homes. Established and stable area. Convenient 
to churches, schools, and shopping. 

LEGAL DESCRIPTION: part of lot 4; sub lots 14, 1C-, 18, 20, 22, 24; Cover 103 

RECORDED DEED RE" ERENCE: Survov Map -31C03 bv Bissell Merrill and Associates 
dated 12/23/74. 

LOT SIZE: 110.81 X 112 = 12,320 sq. ft. 

BUILDING SIZE: CH X 4 3 = 2,92 4 sq. ft. 

PARKING SPACES: (.-ipproximate) 31 cars 

LAND VALUE: $ 17,1, '.0.00 

BUILDING VALUE: :72 ,':7« . • 

TOTAL: vH,J,,37H. 

"Iotal val'.e x wvinKii py capita:,:zaticn rate lov 
C12' ■, 930 . 3'J 

2 C O •) 
r    

H. Hudson, CA-S, CRA 
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SERVICES INC. 

(301) 576-8528 

APPRAISAL REPORT DATED JUNE, 1983 

Wilson Farms Food Stores 
Niagara Frontier Services, Inc. 
New York 

Package #2 - PLL CVned 
Sharon Savings & Loan to PLL Associates 

The appraiser's determination is as follows: 

LOCATION: 115 Broad Street, City of Tonawanda at Seymour Street 

NEIGHBORHOOD DESCRIPTION: Neighborhood consists of residential/commercial area 
witn a small percent of unemployment. Polish and Irish 
descents. Good area of blue collar workers. Near 
churches, Catholic schools, and shopping. County 
known as Erie Countv. 

D^SC; j,; i iCi.: I.ibei 9112, Page 161, Part of lot 84, SulxJivision lot 140, 
part of 139, Block =2 

Ki.CORDED DEED REFERENCE: Mortgage by Larry A. Claser S. Lawrence M. Hankin to 

John H. Erhart recorded 1C/2CV78; Liber BC89, pace 207.' 
.-.ot-ification agreement betv;ocn Niagara Frontier Services, 
Inc. with John H. Erhart, recorded 3/3C/B2. Liber 9112 
race 157. 

'7 w ■ ■ t LOT SIZE: 92 X 132 = 12,144 sc. ft. 

BUILDING SIZE: 67.45 X 42 = 2,833 sq. ft. 

PARKING SPACES: (approximate) 31 cars 

LAND VALUE: 390,000.00 

E:: ILDI NT VALUE: ? 1 3 5 , T; O . 00 

TOTAL: ' 22 5 , 1'M .' 

.•Ji;\L V/,!'.;, "i'AL 1 \ * DIVIDFD BY CAPITALIZATION i^iTE 10 V = 3303,^85.00. 

f. v. !"i s" r: i 
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914 N. Charles St. 

Baltimore. Maryland 21201 

SERVICES INC, 

(301) 576-8528 

OUALIFICATIONS OF APPRAISER 
Robert H. Hudson 

MEMBER: 

National Association of Review Appraisers and Mortgage Underunters-CRA, RMU 
Associate Member of Society of Real Estate Appraisers 
National Association of Independent Fee Appraisers - IFA 
Charter Member - American Association of Certified Appraisers 
National Association of Realtors - NAR 
Maryland Board of Realtors 
Greater Baltiinore Board of Realtors 
Maryland Real Estate Commission 
Fir.ployee Relocation Council (E-R-C) 
Maryland Mortgage Bankers Association, Inc. 

EDUCATION; 

Bridgewater College 
Johns Hopkins University 
Johns Hopkins University 
Johns Hopkins University 
University of Maryland - 
Appraisal Seminars & Lectures 
Real Estate Seminars 6 Lectures 
Licensed Salesman 
Rea! Estate Board - Continuing Education Course 

- Principles of Real Estate 
- Real Estate Management 
- Real Estate Appraisal I 
Elective Courses 

1951-195A 
1961-1962 
1962-1963 
1962-1963 
1960-196J 
1965-Present 
1965-Present 
1965 
1979 

BACKGROUND: 

Marvland National Bank - Income Tax Consultant 
Marvlan d National Bank - Asst. Trust Real Estate Officer 

1957-1960 
1960-1965 

Donald E. Crempler Realty, Inc. - Appraising 6 Brokerage-V P. 1965 1971 
McCurdy-Lipnan f. Associates-Real Estate Appraiser 6 Consultant 
Independent Fee Appraising 

I have made appraisals for; 

Banks, Savings i Loans, Corporations. Mortgage Insurance Companies, 
Private Individuals, Federal Homo Loan Bank, State of Maryland, Attorneys, 
and Governmental Agencies. 

Level 1 FN'MA approved - number is recorded. 
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C c.-rO' ;a -A i9.- mSDL Partnership 

.r' Uw b, I.«.d to . Coo,.nl.« >.ore rta.n 1« 
the Buffalo Region of New York State. 

The partnership comprises of David. Stephen and Mark Hurvltz. and 
Edwin Lax. 

The loans are tU fixed rate, 25-year loans with a 3i service fee. 

The following areas of concern were noted: 

A Two sets of appraisals for the same properties were made availa- 
ble. Both were signed by Robert H. ^dso" 
apart. Mr. Hudson Is the Executive Vice ^ dent f Ba^" 
Appraisal Service, Inc. A who Iy-owned subsidiary of an asso 
clatlon's service corp. 

The loan-to-appraisal ratios were: 

Appraisal Appraisal 
Dated Dated 

Loan No. 5/2V83 ^/25/83 

90% 82.5^ ^621 

^7314 88.6* 

,,787 87.U 79.8* 

The loan-to-value exceed the 80% limitation set forth in Regulation 
.SOC^) (b). 

B The stores are under Individual 25-year leases. Generally ac"P'ed 

performing the appraisal. 

C. The appraiser used a cost method, but did not support his values as 
required by Regulation .23B» 

D. The loan Is a submarket rate loan. 

E. None of the loan files cont.Ined applI cat Ions. or settlement sheets 
as required by Regulation .29A(2)(a) and U). 

F. Loan file No. did not contain a certificate of title as required 
by Regulation .29^(2)(e). 

G. An original TOrt9age for W was not in file as required by Regu- 
lation .29A(2)(f). 

IIIH2 7 
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STATE OF MARYLAND 

VS. 

FRANCIS T. PEACH, JR. 

NOV 15 ]985 

IN THE CIRCUIT COu|rT office of 
thc special counsel 

FOR BALTIMORE      

RECEIVED 

CASE NO. 83 CR 3200 

MEMORANDUM OF PLEA NEGOTIATIONS 
AND STATEMENT OF FACTS 

It is hereby agreed by and between the State of Maryland 

by Barbara Poklis-Lewis, Assistant State's Attorney for Baltimore 

County, and the Defendant, FRANCIS T. PEACH, JR., with advice of 

his counsel, Russell White, Esquire and Charles Fisher, Jr., 

Esquire, that: 

The Defendant, FRANCIS T. PEACH, JR., will tender a 

Guilty Plea under North Carolina v. Alford to the First and only 

Count of the indictment in Criminal Number 83 CR 3200 which 

charges him with Fraudulent Misappropriation by a Fiduciary under 

27, Section 132 of the Annotated Code of Maryland. Upon 

the Court's acceptance of the Guilty Plea, with regard to sentencing, 

the State will make no specific recommendation as to sentencing. 

However, the State reserves the right to object to and argue 

against disposition of this case under Article 27, Section 641, 

Probation before Judgment. The State will also comment that because 

it is making no specific recommendation, as to sentencing, it does 

not object to a suspended jail sentence. Further, the State is 

asking that restitution be ordered to Liberty Savinqs and Loan 

Association, Inc., in the amount of $75,630.00, and the State 

reserves the right to argue for the restitution and how it is to 

be pa id. o p o s 
111(1)1 £ O ... v) 
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STATEMENT OF F7j.CTS 

It is hereby agreed by and between the State of Maryland 

and the Defendant, FRANCIS T. PEACH, JR., that the following facts 

are true, accurate and complete, and forir, the factual basis for 

his Guilty Plea: 

Liberty Savings and Loan Association, Incorporated (herein- 

after referred to as "Liberty"), a corporation licensed to do 

business in the State of Maryland, is located at 9337 Liberty Road 

in Baltimore County. The function of Liberty, as well as all 

Savings and Loans, is to provide a safe place for persons to keep 

their monies and, at the same time, earn interest on their savings. 

Is is the responsibility of the Board of Directors and officers of 

a Savings and Loan to securely invest depositors' monies in order 

to earn the highest return. One of the methods utilized to earn 

profits for the Savings and Loans, as well as the depositors, is 

for the Savings and Loans to lend monies for real estate develop- 

ment and home construction. Liberty does, in fact, make numerous 

loans to construct homes and develop raw land into housing sub- 

divisions . 

In order to protect the depositors' monies, the Maryland 

Department of Licensing and Regulation, Savings and Loan Division, 

has established regulations to be adhered to by the Savings and 

Loan industry. One such regulation requires that when a home 

builder or land developer is granted a loan to construct or 

develop real estate, the entire loan proceeds are not disbursed at 

settlement. Rather, the loan proceeds are placed in a trust, 

9^9») ^ 



(Loan in Process) account., at the Ssvines find Loan. Upon 

completion of a certain stage of development and construction, 

and upon a bona fide inspection of said development or construction 

by a designated Savings and Loan representative, portions of the 

loan proceeds are released to the borrower. The disbursements, 

or draws, are to be previously agreed upon by the borrower and 

lender in a CONSTRUCTION LOAN AGREEMENT signed by both at or before 

settlement of the loan. Adherence to"this regulation ensures that 

no monies are released from the account until secured by improvements 

to the property. Liberty, as a chartered Maryland Savings and Loan, 

was governed by these reoxilations. 

During the calendar year 1981 and before, FRANCIS T. PEACH, 

JR., the Defendant, was a Director for Liberty and, as such, owed a 

fiduciary duty to the depositors of Liberty, who were in effect the 

owners of the association. At Liberty, the Defendant's responsibilities 

included managing the day-to—day operations of the association. He 

was also responsible for recommending and overseeing real estate 

loans made by Liberty, but with ultimate loan approvals putatively 

being done by a majority vote of the Board of Directors. However, 

the Defendant was the only Director with any working knowledge of 

real estate matters; therefore, the members of the Board of Directors 

deferred to the Defendant's judgment as it involved Liberty in real 

estate matters. The Defendant's duties at Liberty also included 

supervising the real estate trust, (Loan in Process) accounts set 

up by Liberty. As such, the Defendant was responsible for authorizing 

disbursements from these accounts to the borrowers. 

- 3 - 
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At the same tine that the Defendant was a Director of 

Liberty, he was also the owner of Peach and Company, a real estate 

firm operating out of Eldersburg, Maryland. Through Peach and 

Company, the Defendant formed real estate ventures to construct 

homes and develop unimproved land, in addition to selling existing 

homes. Many of these ventures created by the Defendant resulted in 

parties to the venture obtaining construction and development 

loans from Liberty, and through management agreements between the 

Defendant and the borrowers, the loan proceeds would come under 

control of the Defendant once they had been disbursed from Liberty, 

lander the Defendant's authority as the Managing Director of Liberty. 

An examination by the Maryland Department of Licensing and 

Regulation, Savings and Loan Division, conducted as of June 30, 1981 

and January 30, 1982 revealed that the rate of disbursement from the 

Loan in Process accounts in many of the ventures created by the 

Defendant greatly exceeded the amount of work actually done on the 

construction or development project. These over-disbursements were 

accomplished by the Defendant authorizing the Officer Manaoer of 

Liberty, Linda Nusinov, to release funds by check to the borrowers. 

Subsequent investigation by the Baltimore County Police 

Department and the Baltimore County State's Attorney's Office, 

Investigations Division, revealed that the Defendant gained control 

of these over-disbursements through the previously described 

management agreements with the borrowers. It was learned that 

through Peach and Company, the Defendant was acquiring other real 

2! 
estate agencies in an attempt to expand Peach and Company operations. ' 

Because of the strained financial conditions pervasive in the real 



of $50,000.00 per month, accordinc to Bernard Smullian, his 

accountant, thus necessitating an enhanced cash flow. The 

Defendant used the funds from the construction and development 

accounts to offset his financial deficits in Peach and Company 

and to salvage projects in which -he personally, or as the owner of 

Peach and Company, had a financial interest. 

Between January 15, 1981 and.December 30, 1981, the 

Defendant fraudulently, willfully, an3 intentionally misappropriated 

and used for purposes not in the due and lawful execution of his 

$816,704.24 which came into his hands as a Director (Fiduciary) 

of Liberty, said monies held in trust by Liberty. 

An in-depth outline delineating and exemplifying the 

Defendant s misappropriation is attached hereto and incorporated 

herein by reference as if set forth in full as "Addendum 1". 

(Note that in the outline, FRANCIS T. PEACH, JR., is the Defendant.) 

The outline shows that the Defendant caused the creation of 

three construction loans to Richard B. Bockmiller and Sons, Inc. 

Bockmiller and his wife, Joan, were long-time close friends of the 

Defendant and his family. In addition, Joan was employed by the 

Defendant as his private secretary for Peach and Company. The 

personal relationship between the Bockmillers and the Defendant 

involved a great deal of trust; the Defendant had included the 

Bockmillers in several business ventures, and the Bockmillers relied 

heavily upon the Defendant's judgment. 

The first of the three loans in question occurred in 

January of 1981 when the Defendant approached Bockmiller and told 

him that he owned some parcels of land and wanted Bockmiller to o Vi ■ 

construct houses on them, A deal was struck whereby Bockmiller 



agreec to purchase two lots from the Defendant (the lots vere 

actually owned by a partnership called Peach-Kill -HrosG of which 

the Defendant owned 75%), and Boctauller would get a loan fro™ 

Liberty to purchase the lots and construct the houses for the 

Defendant. Boctoiller would oversee the construction of the houses 

and would receive a fee of 5% of costs. 

However, Bockmiller's company name, Richard B. Bockmiller 

and Eons, Inc. would actually go on the loan, with Boctailler and 

his wife as personal guarantors of the loan. The Defendant asked 

Bockmiller for this arrangement because the Defendant could not 

get the loan directly from Liberty himself because of Maryland 

Savings and Loan Regulations. 

On January 15, 1981, Richard B. Bockmiller and Sons, Inc. 

received a construction loan of $240,000.00 from Liberty ($120,000.00 

per lot). After land purchase and settlement costs, $190,200.00 

was placed into two Loan in Process accounts at Liberty, $95,100.00 

for Lot 20 Avis Court, and $95,100.00 for Lot 21 Avis Court. 

(It should be noted that Bockmiller did not fill out a loan appli- 

cation for this loan.) 

Because of the trust that had developed over the years 

between the Bockmillers and the Defendant, and for the reasons cited 

above, Bockmiller allowed the Defendant to control the loan proceeds 

once they were disbursed to Bockmiller. This meant that the 

Defendant was supposed to use the loan proceeds to pay the subcon- 

tractors, once the money was disbursed from Liberty, according to 

the draw schedule incorporated in the Construction Loan Agreement 

that Bockmiller signed when he received the loan. 

23 3J 



Investigation revealed that on January 19, 1981, four days 

after settlement, the Defendant authorized Linda Nusinov to issue 

two checks from Liberty to Richard B. Bockmiller and Sons, Inc. 

from the Loan in Process accounts of Lots 20 and 21 Avis Court, in 

the amount of $61,815.00 ($42,795.00 from Lot 20 and $19,020.00 

from Lot 21). This would have meant that according to the draw 

schedule, the house on Lot 20 would have had the foundation in place, 

first floor joists in place, subfloor installed and location survey 

furnished to Liberty, the house frame erected, windows installed, 

roof applied, and interior partitions set. The house on Lot 21, 

according to the draw schedule, would have had the foundation in place, 

first floor joists in place, subfloor installed, and location survey 

furnished to Liberty. Richard Bockmiller would testify that on this 

date, work had not been completed to these points. 

Investigation revealed that the $61,815.00 was deposited on 

January 19, 1981 into a checking account entitled P.M. Building 

which was an account set up by the Defendant for the construction of, 

houses in the subdivision where Avis Court is located. Joan V. 

Bockmiller, as the Defendant's private secretary, was a signatory 

on this account under the Defendant's authority. Investigation 

further revealed that on this same date, Joan, at the Defendant's 

direction, issued a check to the Defendant for'$60 ,000.00 from this 

account. The check was endorsed in the name of the Defendant and 

deposited into his personal account entitled Peach-Avis. Investi- 

gation further revealed that this money was not used for the 

construction of houses on Lots 20 and 21 Avis Court, in accordance 

with the loan agreement between Liberty and Bockmiller. Instead 



it was used to cover expenses of the Defendant and Peach and " 

Company in other business transactions. 

On three other occasions, between January 27, 1981 and 

March 16, 1981, the Defendant used funds from this account in the 

same manner. As a Director of Liberty, he would cause Linda Nusinov 

to issue checks to Richard B. Bockmiller and Sons, Inc. which were 

deposited to the P.M. Building account. He then directed Joan 

Bockmiller to issue checks from this account to him for deposit 

in the Peach-Avis account, which was, again, his personal checking 

account. This money should not have been disbursed from Liberty 

because the houses were not completed to that point, according to 

the draw schedule, and it was not used for the construction of houses 

on Lots 20 and 21 Avis Court. It was used instead to increase the 0 

balance in the Peach-Avis account to pay the Defendant's personal 

expenses, the expenses of other business interests, and the expenses 

of Peach and Company. 

Between January 15, 1981 and March 16, 1981, a total of 

$161,800.00 was over-disbursed and misappropriated by the Defendant ' 

from this loan. An additional $10,000.00 ($5,000.00 from each account) 

was over-disbursed from this loan and misappropriated by the Defendant 

in July, 1981, bringing the total amount misappropriated by the 

Defendant from this loan to $171,800.00. 

On April 20, 1981, Richard B. Bockmiller and Sons, Inc., 

received another loan (one of the three mentioned above) from Liberty 

of 5360,000.00 to construct six houses on lots in the Hickory Ridge ^ 

subdivision located in Carroll County. After lot purchase and • 

settlement costs, $255,060.16 was placed in six Loan in Process 

accounts with $42,510.03 in each account. A Construction Loan 283! 

Agreement with a draw schedule for each lot was signedA2n 



Again, Bockmiller allowed the Defendant to control the loan 

proceeds once they were disbursed from Liberty. 

An examination by the Maryland Department of Licensing 

and Regulations, Savings and Loan Division, conducted in January, 

1982, revealed that over $111,000.00 had been over-disbursed by 

the Defendant from these Loan in Process accounts at Liberty. 

This was determined by comparing the amount of funds left in the 

Loan in Process accounts and the amount of funds disbursed from 

the accounts, with the amount of work actually completed on the 

houses. 

Investigation by the Baltimore County Police Department 

and the Baltimore County State's Attorney's Office revealed that 

on April 29, 1981, nine days after settlement, the Defendant 

authorized Linda Nusinov to issue a check to Richard B. Bockiniller 

and Sons, Inc. from this loan in the amount of $75,538.08, repre- 

senting draws one and two on each house (Richard B. Bockniller 

would testify that the houses were not completed through draw two 

at this time). The check was deposited in the Bockmiller Company 

checking account which was controlled by the Defendant on April 30 

1981. On this same date, the Defendant authorized Joan Bockmiller 

to issue a check from this account to himself in the amount of 

$50,000.00 and deposited it into his personal checking account 

(Peach-Avis). The Defendant then directed Joan Bockmiller to 

write a check on the Peach-Avis account to Equitable Trust for 

$51,889.77. The balance in the Peach-Avis account before the 

$50,000.00 deposit on this date was $1,172.42. 

//.*"?'To 
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In July, 1981, the Defendant authorized another disburse- 

ment of funds from the Hickory Ridge Addition Loan in Process 

accounts, as well as from two other Richard B. Bockmiller and Sons, 

Inc. Loan in Process accounts. The check totalled $81,778.00, 

($57,702.00 of which was from the Hickory Ridge Addition loan). 

The check was deposited into Bockmiller's company account on 

July 15, 1981. On July 16, 1981, the Defendant authorized Joan V. 

Bockmiller to issue a check to himself in the amount of $75,000.00 

from this account and deposit it into his Peach-Avis account. This 

deposit was used to offset a check written on the Peach-Avis account 

written by Joan Bockmiller at the Defendant's direction on July 7, 

1981 for $77,527.78 to First National Bank of Maryland which was a 

payment on notes. The balance in the Peach-Avis account when this 

check was written was $2,801.70. 

A total of $107,702.00 was misappropriated by the Defendant 

from this loan. 

The third construction loan in question was received by 

Richard B. Bockmiller and Sons, Inc. from Liberty on October 16, 

1981 and was for $400,000.00 for five houses ($80,000.00 per house) to 

constructed in a subdivision known as Oklahoma Estates located in 

Carroll County. After lot purchase and settlement costs, $270,830.00 

was placed into five Loan in Process accounts, one for each lot, 

($54,166.00 each). As with the other loans, Bockmiller allowed the 

Defendant to control the loan proceeds. On October 28, 19 81, the 

Defendant authorized Rita Wakefield, another Liberty employee, to 

issue a check in the amount of $84,207.30 to Richard B. Bockmiller 



and Sons, Inc., representing the completion of work on these 

houses through draw two on the schedule. Bockmiller would testify 

that on this date these houses were not completed through draw 

two on the schedule. The check was endorsed and deposited in the 

Bockmiller account. 

On this same date, the Defendant approached Bockiniller and 

asked him to loan him {the Defendant) $25,000.00 of the loan proceeds 

for Peach and Company. Because of their past relationship, Bockmiller 

complied and wrote Peach and Company a check for $2 5,000.00. The 

check to Peach and Company was used to cover $23,963.12 in List 

Post Checks that represented expenses of Peach and Company. The 

money was not used for the construction of houses on the five lots 

in Oklahoma Estates. 

On November 2, 1981, some five days later, the Defendant 

authorized Linda Nusinov to issue a check to Richard B. Bockmiller 

and Sons, Inc. in the amount of $42,103.65 for the completion of 

draw three on each of the five houses. The houses were not completed 

through this draw on this date. The check was deposited into the ' 

Bockmiller company account. On this same date, the Defendant 

authorized Joan V. Bockmiller to issue a check to himself from this 

account for $42,000.00 and deposit it into the Peach-Avis account. 

This check was used to cover other checks written on the Peach-Avis 

account for personal and business expenses of the Defendant. A total 

of $67,000.00 was over-disbursed and misappropriated by the Defendant 

from this loan. 



Two land development loans created by the Defendant also 

had funds misappropriated by the Defendant. One was the Emrob Land 

Company which was a partnership organized by the Defendant to 

purchase and develop lots in two subdivisions known as the Village 

of Peachwood and the Village of Bachman in Carroll County. The 

Partnership was comprised of Saied Jacobs (8-1/3%), Elyahou 

Toufighkhah (16-2/3%), Jacob Land Development Company (25%), 

Frederick Terry (25%), and Louis Greenberg (25%). The Partnership 

borrowed a total of $594,000.00 to purchase these lots and to 

develop them. Additionally, the Partnership signed a management 

agreement with the Defendant as Peach and Company giving the manager 

full authority to conduct all business and affairs of the Partnership, 

including opening a checking account which was to be used only for 

deposit and withdrawals relating solely to the Partnership. The 

loan was received on April 29, 1981. After settlement, the loan 

funds were placed in two Loan in Process accounts entitled Village 

of Bachman ($260,000.00) and Village of Peachwood ($234,000.00). 

The funds were to be disbursed as the land was developed. 

Between May 8, 1981 and December 9, 1981, the Defendant 

over-disbursed and misappropriated $140,800.00 from this loan. 

This was accomplished in the same manner as the Bockmiller loans. 

That is, the Defendant authorized Linda Nusinov to issue checks 

from the Loan in Process accounts to the Emrob Land Company which 

were then deposited into the Emrob checking account. The Defendant 

then directed Joan Bockmiller to issue checks from this account to 

either the Defendant's personal or business accounts to either 

cover deficits in those accounts or to pay the Defendant's personal 

or business expenses. Also, in one instance, the Defen^nt^ 2$V 



authorized Joan Bocknuller to issue a check from the Emrob Land 

Company to Peach and Company for $2 5,000.00 for a commission from 

Emrob. Paragraph F of the Management Agreement signed by the 

Emrob Partners and the Defendant, provides, that the Manager (Peach 
i 

and Company) shall be entitled to 10% of the gross sales price of 

each lot when sold. VThen this check was written, Emrob had not 

sold any lots entitling Peach & Company to a fee. 

The other land development loan that had funds misappropriated 

by the Defendant was to the Melstone Valley Partnership, another 

real estate venture put together by the Defendant. Melstone Valley 

Partnership was a partnership of Jacob Land Development Company, Inc. 

(this company is owned by Saied Jacobs and his family), Alvin Blank, 

Liberty Service Corporation (a wholly-owned subsidiary of 

Liberty Savings and Loan Association), and Melvin Leberman, each 

partner having a 25% interest. The Partnership also had a 

management agreement with the Defendant through Peach and Companv 

that was identical to the one described in the Emrob loan. On 

May 13, 1981, the Partnership received a loan from Liberty of 

$700,000.00 for the acquisition and development of a parcel of land 

in Carroll County to be known as Melstone Valley. After land purchase 

and settlement costs, $322,104.24 remained. Instead of putting this 

into a Loan in Process account at Liberty, which would be the 

normal procedure, the Defendant authorized Linda Nusinov to establish 

a savings account in the name of Melstone Valley Partnership with 

the Defendant and Joan Bockmiller as signatories. The account 

obligated Liberty to pay 15% interest per month. This 15% interest 



offset the 15% interest the Partnership would have to pay, because 

the loan proceeds were no longer under the control of Liberty 

(and therefore interest was due each month). By placing these 

loan proceeds in this account and taking them out of control of 

Liberty, the Defendant misappropriated this entire amount. It could 

now be used for purposes other then those for which the loan was made. 

The property was ready to be developed, and other than demanding 

compliance with County requirements of having certain documents 

on file, Carroll County did nothing to hinder this development. 

However, the property was not developed. 

Instead, between September 1981 and December 1981, the 

Defendant used $249,722.40 of this money to cover deficits in his ^ 

personal checking account, and that of Peach and Company, that occurred 

when he wrote checks from these accounts to pay personal and business 

expenses. Through Joan Bockmiller, under the Defendant's direction, 

withdrawals were made from Melstone's savings account and deposited 

to its checking account. Check were then written to the Peach-Avis 

account, the Peach and Company account, or in several instances, 

directly to other business interests of the Defendant. 

One such interest was the Oklahoma Land Company of which the 

Defendant owned a 50% interest. Oklahoma Land Company was developing 

lots in the subdivision known as Oklahoma Estates. Oklahoma Estates 

is contiguous with Melstone Valley. $70,000.00 of the Melstone 

loan was deposited to the Peach-Avis account to cover a deficit that 

occurred when a check was drawn on Peach-Avis to Peach and Company ^ 

for $150,000.00 payment to the person from whom the parcel of land 

for Oklahoma was purchased. Additionally, on December 30, 1981, 

A /-N . 
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the Defendant himself signed withdrawal applications for funds 

fro* the Melstone aocount, totalling $59,722.40. The Defendant 

then authorized Linda Nusinov to issue two cheoks drawn on Melstone's 

checking account. One check in the amount of 543,125.00 went to 

the Carroll County Commissioner on behalf of the Oklahoma Land 

Company for water and sewer inspection, and the other check in the 

amount of 516 ,597.40 was also payable to toe Carroll County Co^is- 

sioner for inspection of road, storm drains, water and sewage plans 

in the same development, ae Melstone Valley Partnership had no 

interest in Oklahoma Estates; in fact, they would have been in 

competition with each other. 

Although much of the misappropriated $816,704.24 which came 

into the Defendant's hands as a Director (Fiduciary, of Liberty 

was eventually recovered either by the Defendant replacing same 

or by Liberty initiating foreclosure proceedings and selling the 

properties, $75,680.00 in loan principal has never been recovered. 

Additionally, Liberty Representatives compute (and have supplied 

to the State the figures) that the loss of interest on the loans, ' . 

the costs of carrying the dormant properties, and other related . 

costs caused a loss of revenue to Liberty in the calendar year 1981 

of $563,534. 73. This loss is rti r'^iiy'-'attributable to the 

Defendant's actions. 

D^ndfnt' JR- BAKBAKA POKLIS-LEWIS  
Assistant State's Attorney for 

Baltimore County 

RUSSELL J. WHITE, ESQUIRE 
Attorney for Defendant ^ 
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CHIEF. LITIGATION AND ADMINISTfc 

Charles H. Brown, Jr., Director 
Division of Savings and Loan Associations 
231 E. Baltimore Street-Seventh Floor 
Baltimore, Maryland 21202 

Re: Custom Savings & Loan Association 

Dear Mr. Brown: 

You have requested advice of counsel as to whether the 

accoui^hnfi"0^ £aS the POWer t0 Seek restitution for affected 
:srs:s?;e;%0f,cuft0- Savin9s and Association ("Custom") 
PnnH f ? funds in any of Custom's several variable rate Cash 

paragraph! S' " ^ faCtS Set f0rth in the succee<3ing 

ri,c._Whi.le several different Cash Fund accounts were offered by' 
Custom involving minor differences in terms, the general format 

n 7e/ti/era.entS offerin9 a high guaranteed yield for a peri°d of time, with all such accounts operating as daily 

period thpare
afothtfnien^ f®vin9s accounts after the guaranteed period, the rate being "subject to daily changes to reflect money 

market conditions." The questioned practice occurred during the 

^href orincein^aSe.f
W
f
hen the d|ily rate WOUld be set ^ ree principal officers after reviewing rates of local 

competitors. Accountholders could call Custom's office (with 
some difficulty) and be advised of the day's rate. This 

mcc?£ ne ®erv*ce Hot operate on weekends and holidays. A 
. examination covering a 6 month period revealed Custom's 

hS?fiStent Prac^i9e of lowering the daily rate over weekends and idays up to 3.6% per annum from the last quoted rate, and then 
jumping the next post-weekend or holiday rate back to the area of 

PrLi^St».qUOte 6toPPin9 from a 10.3% quoted annual rate for 
3 6.9% annual rate for Saturday and Sunday, and averaging a reduction of approximately one and one-half points 

^or HMTr weekends). Neither accountholders, the Division, 
and Ke5e awate °£ the Practice prior to the examination, could not reasonably be expected to have discovered it from 

4 /oTi1 

SA.TIMOOE METRO AREA <S?-622G 
Outside Baltimore metro area 
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Charles H. Brown, Jr. 
April 10, 1984 
Page 2 

the periodic account statements, given the complications inherent 
in interest calculations involving a variable daily rate and 
compounding. On the demand of the Director and MSSIC, Custom has 
discontinued the questioned practice. 

For purposes of this opinion, I am assuming that Custom's 
unique ratesetting practices set forth above violate applicable 
law or Board of Commissioners regulations and thus come within 
the scope of §8-401 of the Financial Institutions Article 
discussed below. The meager statement that a depositor's 
variable rate account is "subject to daily charges to reflect 
money market conditions- may well fall short, on grounds of 
accuracy and completeness, of the disclosure of "the method of 
computing the dividend or interest" required under the Truth in 
Savings section of sayings and loan law. Code, Financial 
Institutions Article, §9-403(2). Further, from an overview of 
Custom s Cash Fund practices, the same statement on the variable 
rate together with the telephone advice on specific weekday rates 
being paid to depositors could constitute an inaccurate and 

nQSn?amn?o^ advertiseraent under Board Regulation COMAR 

However, even assuming these violations of savings and loan 
law and regulation (the practices being promptly terminated on 
demand of the Director), after a review of the area, I conclude 
that the Division Director does not have the power to require 
restitution from Custom for affected accountholders for lost 
interest resulting from the "dropped" weekend and holiday rates. 

Applicable powers of the Director are set forth in Titles 8 
and 9 of the Financial Institutions Article of the Maryland 
Code. Under §8-303, the Director is given "general supervision * 
of savings and loan associations in this State", and §8-401 
empowers him to issue orders to compel associations to comply 

their charter or bylaws, any applicable law, or any rule or 
regulation of the Board of Commissioners. Significantly, the 
penalty and enforcement powers of the Director (and the Board of 
Commissioners) are quite limited. Missing are powers to fine, to 
suspend or revoke charters, to remove officers or directors, or 
to order restitution. (Compare specific powers of the Insurance 
Commission to revoke or suspend an insurer's certificate of 
authority or impose a fine of up to $50,000 for violation of the 
Insurance Code or regulations including unreasonable delay in 
paying claimants amounts due them, under Article 48A, §§55 and 
55A; the power of the Division of Consumer Protection to assess 
damages against violators of the Consumer Protection Act flowing 
from improper or incomplete restitution under §13-204(10) of the 
Commercial Law Article; and the Bank Commissioner's removal power 
over bank directors and officers for engagement in unsound 
banking practice under §5-801 of the Financial Institutions 
Article). 

p p n * 
It would be stretching matters to conclude that the Division 

Director's general supervisory power over associations, combined 



Charles H. Brown, Jr 
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"na 9-906 c£ 
rf^sn h,.«-Arcicie, allow the n restitution in this situation Th/ ,,." , ^ Direct°r to order 
agencies have only those ^ers conferl"16 iS that state 

expressly or by necessary indication / t y statu,=e. either 
taw", S70; Albert v. p.L .^ ofm': Jur:-' "Administrative 

7 cZTTT—;ii Service CommiRsirin 209 Md 
collected cases Admin,strative Law, p. 695 se^s'for^h 

agency I beUeilnn9 thft^10"8 whereln an 

would be served if certain atftin"""1 

required, undertake.; ^12 action were 
conduct which under the 'staVute .Ct

OU5l
Se of 

authority to require." statute it has no 

S! S"!r;o"8Ult WaS reVerSal ^ the reviewing court. See also 

custo^Ascribed a^Ta're"uni"6 rate P""-" °t 
specifically advised all state ch^rJ0' you have no" 
practices will henceforth b^ treaf.^380018']0"8 that such 

misleading. i also understand thai t-h o aS
J 

decePtl,'e and 
tightening up variable rate Board is considering 
regulation. disclosure requirements by 

VerycJ:ruly yours. 

Cooper 

JCC:pjm 

copies to Francis X. Pugh 

Robert deV. Frierson 

nt Attorney General 

ADVICE OF COUNSEL; NOT AN OPINZON OF THE ATTORNEY GENERAL 
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February 14,1984 

Mr. Barry J. RenbaumtVice President 
Custom Savings Association 
15 Walker Avenue 
Pikesville, Maryland 21208 

Dear Barry, 

The purpose of this letter is to confirm with you and the management of Custom 
Savings Association certain concerns about several aspects of the advertising and 
operating practices of Custom, and to outline corrective actions the staff, Membership 
Committee and Board of Directors of MSSIC believe are appropriate. 

1. The first area concerns what we believe to be your practice of 
lowering on non-business days the rates paid to depositors on certain 

Custom's variable rate accounts. We have information which 
indicates that during the period June 27, 1983 to December 20, 1983, 
Custom paid a lower rate on your Variable Rate NOW and $1000 Cash 
Fund on Saturdays, Sundays and Holidays than on normal Monday 
through Friday business days. It would appear that this practice was 
by design and was intended to produce a lower return than the 
depositor believed he was receiving. If not deceptive and misleading, 
the practice is certainly unusual and confusing, and not a normal 
business practice. This practice should be stopped immediately. 

2. We believe the nomencUture "Fixed Rate" and "Fixed Term" applied 
to accounts which are in fact variable to be confusing and possibly 
misleading to a general consumer. This should be corrected or more 
fully disclosed. 

3. Certain of Custom's Truth in Savings Statements appear to be 

inadequate, and we question the distribution of these statements. 
You should insure proper compliance with Section 9-403 of Title 9, 
Financial Institutions Article, Annotated Code of Maryland, and 
curtail advertising until accurate statements can be distributed to 

new and existing account holders. 2 8 R ^ 



Mr. Barry J. Renbaum 
February IV, 198<» 
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U" about ^ way inquiries are handled by 
Custom. The immediate response by your staff and answering 

aPPcars to be to refer all calls or questions to MSSIC. You 

^erat^T^i pr0[>crl? t0 answer aU questions generated as a result of your national advertising campaigns. We 

co^nDlete*d^*5,rtCOm'>*a*nt^L^ha, in,er""d consumer, gl, i7s 0^ 

^frfes! e ^ responses to concerns and general 

5. Custom should prepare and distribute accurate and meaningful 

u *01 <^po$
l[
tor ^ Potential depositor who 

ernm^l t ^ iS 1° ^P0511 t^s in Custom is 
that acc^,raJ® information upon which to base his decision, and 

^ rC!y 00 financial condition of the institution, not solely on the fact that the accounts are insured by MSSIC. 

^ ^ ^ant .t0 ?View y™1, current investment and accounting policies to insure that the income reported is based on both 
accounting and economic bases, and that the asset portfolio is so 

?£!£« S ii!S,tdVisnifiiCint<ct^ns< *",n,erest|eveis wi|1 n01 reduce the liquidation value of the assets significantly. 

7* ownershiP structure of Custom, the 
, . ...5^ Position of Temple Finance Company and the availability of 
additional capital from whatever sources. 

of Were di?="s*<J with ^ in a "weting held >t the Division 
res»n£ Associations on February 10, 1S8«. We look forward to your formal 
response to these issues and your plan for corrective action. 

Sincerely, 

Charles C. Hogg, u 
President 

cci Charles H. Brown, 3r. 
Terry F. Hall 

CCH/nc 

ssn-' 
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