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Citizens moves to buy
credit union at Brown

By JOHN KOSTRZEWA
Journal-Builetin Staff Writer

PROVIDENCE — Citizens Financial Group is
negotiating to acquire the Brown University Em-
plovees’ Credit Union, which has been closed since
Jan. 1, blocking ahout 2,900 members from access
to about $10 million in deposits.

If completed. the transaction would be the first
acquisition of a closed credit union by a federally-
insured hank. allowing the credit union to reopen
and giving depositors access to their money.

Credit union members were notified in a memo
vesterday that Citizens' bhoard of directors had
“agreed in principle” to acquire ali of the credit
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Panel 1s long on business experience;
director to be hired before Feb. 26
1S

By MIKE STANTON
and JOHN KOSTRZEWA
Journal-Bulletin Staff Writers
PROVIDENCE — Drawing on
candidates with experience in bank-
ing, business and real estate, Gover-
nor Sundlun yesterday announced
the board of directors for the newly
created Depositors Economic Pro-
tection Corporation.

Sundlun also said that 4 or 5" of
the 15 closed credit unions and
banks have no current prospects for
a merger or acquisition with a fed-
erally insured institution that would
allow them to reopen.

He advised their directors to turn
over the institutions to DEPCO so
the assets can be sold to help pay
back depositors.

Sundlun did not name the institu-
tions, but called Marquette Credit

Union. Rhode Island’s largest, the

“sickest of the sick.”

And for the first time, Sundiun
said “a few small loan and invest-
ment banks” are trying to negotiate
a merger to avoid being broken up
in DEPCO. He declined to name the
banks or provide any other details.

That transaction is separate from
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CREDIT UNION CRISIS

CRISIS MANAGEMENT: Governor Sundlun introduces DEPCO directors William H.D.
Sundlun’s left is sign-language interpreter Maureen McEntee.

Goddard, Judith M. Morse, Ron Marsella and Edmund V. Marshall. At
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a potential acquisition of 6 of the 15

closed institutions by a federally in-
sured ‘bank that is widely l\nou'n 1o
be Old Stone Bank.

Sundlun, who will be ex-officio
chajrman of the DEPCO board, was
flanked at a State House news con-
ference by the four directors he has
nominated to serve with him:

@ William H.D. Goddard of Prov-
idence, president of the Warwick
Land Company, which develops and
manages commercial and agricul-
tural properties throughout the
United States. He is a director of
Rhode Island Hospital Trust Nation-
al Bank.

®.Judith M. Morse of East Provi-
dence, a certified public accountant
and professor at Providence College,
and former vice president of the
Bank of New England Mortgage
Corporation.

® Edmund V. Marshall’ of East
Greenwich, a retired executive of
Textron and currently chairman of
the board of INSIGHT, the former
Rhode Tsland Association for the
Blind.

® Ron Marsella of Warwick, a
developer who was involved with

the Capital Center project in the
1970s and a former executive direc-
tor of the Providence‘Eoundatlon a
nonprofit downtown ‘redevelop-
ment group that renovated the Ar-
cade Building and Provrdence Per-
forrrung Arts Center.

" The directors, who will be unpaid
and are subject to Senate confirma-
tion, set their first meeting for Feb.
26. They expect to have hired by
then ‘an executive director, at least
on an interim basis, who will be re-
sponsible for DEPCQO’ s daily- opera-
tion.

Under- legls cllOl’l signed bv tl'e
governor last Friday, the semiauton-
omous’ state agency is-to liquidate
and sell- 'off - the assets -of closed
banks and credit unions to help pay
off depdsitors in stages over a pen-
od of three years.

Dol b AITeCluly WL did VY
to decxde when to sell assets to get
the best possible return in a slump-
ing economy, but at the same time
liquidate assets quickly enough to
provide some of the money to meet
the.payback schedule to depositors
mandated by the DEPCO legislation.

“These problems are the kinds of
problems that businesses face all the
time — whether you've got risk
running ahead of your assets;” said
Marshall, who oversaw Textron's
venture-capital business, “We'll
deal with individual cases.and draw
on the different skills and experi-
ences that exists on the board. We'll
have to work hard to sort it out.”

Though Sundlun would not name
the four or five institutions with no
current prospects to be acquired or
merged with.a federally insured
bank or credit unjon, sources said
the institutions include the three
largest closed credit unions: Mar-
quette, Rhode Island, Central and
Davisville.

“My advice would ‘be that thelr
boards should move into DEPCO as
soon as possible,” said Sundlun. “If
we get an institution that voluptari-
ly puts itself into DEPCO next
week, we might conceivably be.able
to-make distribution the following
week or the week afterthat,” . .

.If institutions do not go. wxllmgly
into DEPCO, Sundlun can start an
involuntary rece1versh1p process
that would mean a longer wait for
paybacks to depositors, possibly a
few months, because of court hear-
ings and potential gppeals. :

The -state likely could be granted
expedited. hearings and appeals in
such a case because of the publi¢ in-
terest involved, Sundlun said. But
even so, he said, “'If you follow that
route, you're looking at & couple of
months (before payouts.could. be-
gin).”

In addition to sultable expenence
and background Sundlun sought to
select directors who don’t have any

conflicts of interest. wrth any of the'

closed banks or creditupions.
All four appomtees said yester-
day that they had no such conflrcts
Marsella said that his wife, a
teacher at East_Greenwrch High
School, has a "“modest” account at

- Rhnde Tsland Certral because of a

payroll deduction arrangement

Marsella also said he isa partner
in the Citizens Bank subsidiary that
developed 1 Citizens Plaza, adowns
town Brovidence office.building.-
But he said he has no drrect tles to
thebank. - -

- Goddard is a- dII‘ECtOI‘ of Hospltal
Trust, a bank that Has been asked by
state officials to congider: acquiring
one or.-more of ‘the’ closed mstrtu«
tions. Lk .

“I will refrain from votmg on is-

sues that relate to the mterests of .

Hospltal Trust ” he'said:

Morse has been'a professor ofac<”

counting -since -1989 at Providence.
College whrch has $575,575 in two
accounts, at Greate Provrdence Dea
posit. She sard she had no confhcts

Marshall, who moved frorn Flon,»
da tg Rhode Island’in 1980 when he
was hired by Textron, said he has
no ties to any of the institutions. .

Barbara Cottam, Sundlun's press
secretary, said that the four direc-
tors' names will be formally submit-
ted by today to the Senate for con-
firmation. '

The General Assembly will be off .

next week, but the Senate Judiciary
Committee will conduct hearlngs on
the nominees as soon as legislators

return the following week, accord-
ing to Sen, James Donelan, D-Wai- -
wrck yice chairman of the. comrrut- .

tee.

But the nominees can continue to
work before formal approval, said
Cottam.

She also said that the DEPCO

board meetings will be subject to
the state’s open-meetings law.

On another matter yesterday,

Rep. Thomas Rossi, D-Providence,
introduced an amendent to the
DEPCO bill calling for the immedi-
ate publication of the names of -all

elected officials in Rhode. ‘Island-

who withdrew more than $10, 000

last December from the closed mstln‘"
- tutions.

The measure also would require
complete disclosyre by any execu-
tive, director or employee of.a
¢closed institution; and for the state
Department of Business Regulation
to turn over a complete list of De-
cember withdrawals to the attorney
general's office for possible criminal
investigation.

Rossi proposed a similar amend-
ment during last Thursday's floor
debate on DEPCO, but withdrew it
after he was unable to work out a
hasty compromise to satisfy- mem-
‘bers' concerns over the publication.
‘of the names of all depositors who
~withdrew significant sums.
~ Of the 15 closed’ mstltutxons that
-are candidates for DEPCO, Sundlun
'said, “There are a. few small’ loan
‘and ‘investment ‘banks -that seem ta
‘have been able.to arran ge theu: own
mergers and acquisitions.”

“It hasn't been done yet but
probably will go through -and -they
will be abletp make a dlStI‘lbUthIl to
.despositors reasonably soon,” he
“said. :
~ The loan and mvestrnent ‘banks
that are closed are Greater: Provi-,,.
“dence’ Deposit & Trust; Union:De-
posit Loan' & Tnvestment Bank; Sav- -
.ers Bank & Trust Co;; PierBank and
Blackstone Valley Loan: & Invest=
‘ment Bank, A sixth, Ba_rmer Loan ‘&
Investment Bankrrs an'arm of Mara
quette. -

Cottam,’ Sundluu s press secre-
tary, said the transaction Sundlun_‘;
‘talked gbout is drfferent than a pre-
viously announced deal with six
closed credit unions and banks and a
federally insured:bank: Sources at -
‘the State House and in the banking |
‘community ‘have identified the po-
tentral acquirer as Old Stone, o
= Those six institutions include two
banks, Greater Providence and
Blackstonei.v lley, ‘and four credrt;_;’-

inions:’, East Providence, - Columbi: *
an, Chanho-Exeter and Providence
.Teachers'.




The transaction, which may in-
volve an infusion of state pension
funds and other funds available to
DEPCO, would require federal reg-

ulatory approval.

Sundiun previously had said that
regulatory-review would take two
to three weeks. Yesterday he said
the process would take four to five
weeks.

He also previously said the odds
were “50-50" or less that a deal
could be completed, but yesterday
he said. "We are not contemplating
that (the six) will come into DEPCO
atall.”

Sundlun said that no consider-
ation is being given to infusing state
funds into Marquette, with $327

million in deposits and 37,000 mem-
bers, to make it attragtive to an ac-
quirer.

He said, *T have tried twice 10 get
a local bank to interest itself in ac-
quiring Marquette” because it i‘s a
special case — geographically iso-
lated in Woonsocket with a long
community history there.

“Marquette on its numbers is the
sickest of the sick,” Sundlun said.
“So far, we have not been able to in-
terest anybody in acquiring Mar-
quette.”

Maurice Paradis, director of the
state Department of Business Regus

lation, said there is still a “distant
hope' that the four or five with no
current prospects for merger or ac-
quisition will be ahle 1o avoid
DEPCO.

He added that as many as 10 of
the closed banks and credit unions
may escape DEPCO by being taken
over by federally insured institu-
tions.

He also raised one other possibili-
ty: self-liquidation to allow a bank
to sel] its assets and pay back depos-
itors directly. One of the small
banks, Alliance Finance Corporation
of Rhode Island, was allowed by

Romolo A, "“Ron" Marsella is no
stranger to commercial real estate.

As a principal in the Provi-
dence-based
Marsella Devel-
opment Corp., he
developed two
of the city’s
most visible
downtown pro-
jects: the Union
Station complex 2 .
and One Citizens MARSELLA
Plaza, a $30 million, 13-story of-
fice tower at the confluence of the
Woonasquatucket and Moshassuck
Rivers.

Romolo A. Marsella

“Thave a lot of background in
that area — in knowing the value
of real estate, when to sell it, how
to manage it in the interim,” Mar-
sella said yesterday.

He'll need it. “The real estate
market,” he said, "is in an econom-
ic depression.”

In the 1960s, the Providence-
born Marsella worked as a sales
manager of the Plaza Hotel in
New York City. In 1967, he joined
his family business, Marsella Tool,
a metal stampings and jewelry
manufacturer.

From 1973 to 1978, Marsella
was executive director of the

— - - -

Providence Foundation, a nonprof-
it organization that helped revital-
ize the Providence Performing
Arts Center and the Arcade. Mar-
sella revived the idea of moving
the city’s railroad tracks to make
room for the Capital Center.

Governor Sundlun, also a mem-
ber of the Providence Foundation,
last week asked Marsella to join
the DEPCO board. It wasn’t the
first time the governor asked for a
favor.

" Last November. Sundiun asked
Marsella to help the displaced Unix
versity of Rhode Island College of

Continuing Education find a new
home.

“I think it's very hard to say no
to a governor,” Marsella said.
“This governor and the state at
this time has a very serious prob-
lems. Those that can help should.”

Marsella, 49, said he has never
received a loan from a RISDIC-in-
sured lender. He said the sale of
DEPCO's real estate — most likely
condo projects and suburban strip
malls and offices — would not af-
fect his own projects, which con-
sist of top-priced office space.

- — PAUL DAVIS

Paradis last month to self-liquidate.

Paradis added, however, that it
would be difficult to sell assets tQ
provide the cash to pay off deposi-
tors because “Thisis just a pbad mar-
ketright now.”

Sources said the candidates with
the best chances to be approved for
self-liquidation, if they do not com-

plete a merger or qualify directly

for federal insurance are Uni‘on,
Savers, Blackstone Valley and Pier-
Bank,

Withstaff reports from Jejfren L.
Hidav,”

“These problems are the
kinds of problems that
businesses face all the
time — whether you've

got risk running ahead of
your assets. We'll deal

with individual cases and
draw on the different - -
skills'and experiences that
exists on the board. We'll
have to work hard to sort
- itout)]
EDMUND V. MARSHALL
- 'Former Textron executive

- named to DEPCO board



