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Legislators invited S&L mismanagement

By RICK KUSHMAN
and STEPHEN GREEN
MoClatcry News Sarvice

SACRAMENTO — In their ef-
forts to try to bolster a struggling
savings and loan industry, state
legislators helped open the door for
the bad investments and mis-
management that led to the collapse
of Lincoln Savings and Loan As-
sociation.

And in at least two cases in recent
years, influential legislators inter-
vened to try to protect Lincoln or
other thnfis from control by regu-
lators or from scrutiny by a coun.

As federal investigators focus at-
tention on Lincoln and its chairman,
Charles Keaung Jr.. what 1s emerg-
ing 1s a picture of an industry that

ad enormous problems. And the
California Legislature. in trying to
accommadate the savings industry,
helped- create and expand some of
those problems, according 1o a legts-
lative report

The Assembly Office of Research
report said that deregulation at both
the federal and state levels allowed
for abuses, poor management and
misconduct by some savings and
loan owners

A federal suit filed in September
this vear accuses Keatung of divert-
ing more than $1.1 Milhon from
Lincoln through racketeenng. in-
sider dealing. dlegal loans and 1m-
proper real estate transactiions

But there were other cases in
Cahformia. In fact percent of
Califormia’s failed or tailing savings
and loans reviewed by the Federal
Home Loan Bank through 1987 had
some amount of insider misconduct,
according o lesumony before a
House subcommitiee that vear

When regulators or investgators
attempted to look: into or clamp

down on alleged misdealings of
Keating or other savings and loan
owners, however, state lawmakers
sometimes came to their aid.

In 1985, then Assembly Re-
publican leader Patrick Nolan of
Glendale helped block a proposed
regulation that would have curtailed
the kinds of risky investment that
led to Lincoln’s collapse.

That proposed rule, requested by
the Califorma League of Savings
Institutions, would have limited the
speculative investments thrifts were
allowed 10 make.

Lincoln, along with some other
thnfts, invested in developments,
bonds and even restaurants that
were far afield from the traditional
home loans.

Nolan said his concerns were for
the savings industry at large, and
that it was a split among industny
leaders, not his opposition, that
killed the proposed regulation

But officials of the savings league,
including its president, Dean Can-
non, have said Nolan's opposition
was very important in dropping
their proposal.

Nolan. who has received about
$90.000 in campaign contributions
from the savings industry since
1980, including a $9.000 contnibu-
non from Lincoln a month after the
proposed regulation was stopped.
has said the campaign money “has
nothing to do with™ his positions on
savings industry 1ssues

Another case involved As-
semblvman Tom Bane, D-Tarzana.
who got more than $254.000 1n
campaign contnbutions from the
savings industry between 985 and
early 1989. according to the Leg-
Tech reporting service

Bane, a former savings and loan
executive, introduced a bill in 1988
shortly after getting $18.000 1n cam-

paign contributions from companies
that would have benefited from its
passage, Legi-Tech records show,

Al the time, Bane, who did not
respond to phone calls from a re-
porter over the past week, called it
a fair bill that would have clarified
the intent of the law,

The bill would have prevented the
state Department of Savings and
Loan from surrendering some re-
cords when subpoenaed by a court
And 1t was retroactive.

Cntucs argued 1t would have
eliminated most of the evidence in
a mulutimilhon lawsuit that
Dividend Development Corp. of
Santa Clara had against Homestecad
Savings of Burlingame, Calif The

inﬁ industry.

olan’s measure, the state’s pn-
mary deregulation bill, passed in
1982. Bane's bill, which further
eased limitations, followed a year
later. Both passed casily and with
little controversey,

Congress that year also passed
legislation allowing federally charted
thrifis to make a variety of direct
investments, such as commercial
loans or real estate developments.
Until then, thrifts had only been
allowed 1o make home loans.

With all the easing of regulation at
the federal level, scores of state-
charted thrifts in California began
switching to federal charters. Ac-
cording the Assembly report, nearly
60 percent of the state’s thrifts went

“Lincoln qualifies as a gross example of what
can happen when greedy people take advantage
of a dereqgulated environment.”’

$ 18,000 in contributions came from
a Homestead-affihated mortgage
company and American Savings and
Loan of Stockton, which had jointly
financed a Dividend housing de-
velopment.

The bill sailed through the As-
sembly and the Senate Committee
on Banking and Commerce without
dissent. But when the committee
chairwoman. Sen. Rose Ann Vuich,
D-Dinuba, learned Bane's bill could
have affected a pending court case.
she had the bill re-referred to her
committee and killed nt

Nolan and Bane also were in-
strumental 1n the major legislation
that loosened up restricions on in-
vestments and deregulated the sav-

Chain interests newspapers

From staff and wire reports

The owner of the Orange ( ounty
Register 1s among hidders for Gold-
en West Pubhshing. a chain of
suburban Southern California week-
ly newspapers, and its chief nival. the
Los Angeles Times. 185 also ponder-
ing a bid, it was reported Saturday

Former Chicago Sun-Times pub-
lisher Robert E Page. who 1s nego-
tnating a purchase of the Orange
Coast Daily Pilot, also 1s believed 1o
be among bidders for the chain
owned by Media Gieneral Inc . ac-
cording to the Times

According to published reports
Page 15 also reportediy negotiating to
buy the Glendale News-Press and

has allegedly made a bhd for North
Coast Publishers Inc., a group ol
weekly papers in northern San Diego
County, as a part of an effort 1o
build a large string of newspapers in
Southern Cahiforma

Page was not available for com-
ment Saturday

The 3-newspaper Golden West
chain was put up tor sale last month

Times Mirror Co . which owns the
Los Angeles Times, was considering
whether to make a bid, according 1o
reports in the Saturday edinion of the
Times

Golden West operates 22 weekhes
in northern Orange County and east-
ern Los Angeles County that are part

BUSINESS CALENDAR

Ads and PR — when and why?

SCORE (Service Corps of Reured Executives) will discuss “advertising,
licity, public relations, how, when and why?” Nov. 28 a1 Repubhc
vi in Santa Ana, from | to 3 p.m. For more information, call (714)

836-2709

L L
The Enterprising Woman Breakfast Series host a panel of three speakers
l.tu;rowde background on "Just how important you are to your business
your real worth to it.”" The meeting will be held at the Irvine Marriott

on Nov. 29, from 7 am to 1l

information.

p.m

Call (714) 852-6188 for more

Wine tasting and tips on chosing wine will be presented by the Orange
Counlh Chapter of Certified Public Accounts, Nov. 28 at the Irvine Holiday

Inn. T
850-4411, ext 719

e meeting begins at 7 p.m.. call Cindy Smith for reservations at (714)

County tran

“Transportation Corridor Agencies’ progress in of Ornf
8 b Jrn? :
o

Irvine Mamott, 11:30 am

reservations.

tation corridors” will be discussed Nov.

Bennett, chief engineer of the agency. The Orange County section
Consulung Engineers Association of Cahfornia is host
Call Janeene Averent at (714) 259-7992 for

the
the event at the

" & =
Financial issues affecting women will be the topic at the next Orange
County Women Networkers group Nov. 29, at the Cookbook restaurant in
Tustin. Call Dr. Leora Baron at (714) 285-1927 for reservations.
LN

Effective marketing to Asian and Hispasic communities will be

discussed by the Healthcare Public Relations and Marketing

Association,

Nov. 29. The meeting will be at the Turnip Rose Restaurant in Orange and
begins at noon. Call (714) 951-1733 for reservations.

of the City of Industnv-based High-
lander Publications

It operates mine others that are
part —of the South Coast County
News in Mission Viejo

They have a combined circulation
of 487,000 and most are distnbuted
free 10 local residents Media Gien-
eral has said it wants to sell all 31 as
a unit

Register  Publisher R David
Threshie confirmed Friday that his
paper's parent company, Freedom
Newspapers Inc.. had made an offer
for Golden West. He said 11 was too
early to comment on the company's
strategy

Golden West ( hief Executive Ron
Redfern said there has been much
interest in Golden West and con-
firmed there were three or four
senous candidates. He refused 10
disclose the offered amounts

He also dechined 1o name the
likely finalists, but said lhd consider-
ations included review of matters
beyond the offer price, such as pay-
ment terms and antitrust concerns

The interest of Freedom and
Times Mirror adds another front 10
the nvals’ circulation and adverus-
ing battles in the fast-growing,
predominately affluent Orange
County arca

But a Golden West purchasé by
either one would hkely prompt anu-
trust review because both maintain
a strong presence in the regional
market

Golden West papers have annual
revenues of about $15 milhion. In-
dustry experts say such newspapers
usually bning sale pnces roughly
equal to their yearly revenues. but
the interest in Golden West could
dnve the price higher.

Richmond, Va.-based Media Gen-
eral had set a Nov. 17 deadline for
bids, but apparently extended the
period to field recent offers. The
deal is being handled by Lee Dirks
& Associates, a newspaper brokerage
firm in Birmingham, Mich.

to federal charters by 1982, and that
began to gut California’s Depart-
ment of Savings and Loans.

That department, funded by fees
on state-chartered thrifts, had to cul
staff dramaucally, devasting Cali-
fornia’s ability to regulate savings
and loans, the report said.

To stem the tide, and to give state
thrifts more flexibihty, Nolan
pushed his deregulation bill in 1982
that gave savings and loans even
more investment freedom than Con-
gress was giving federal thnifis.

Bane followed in 1983 with a
measure that allowed for out-of-state
ownership and operation of Cali-
formia thnfis, further loosened in-
vestment procedures and gave all
privileges of federally-chartered
thnfts 1o California savings and
loans. including any powers that
would be granted in the future

According to one legislative stafl
member. those moves threw open
the door for thnft owners and de-
velopers 1o misuse the savings and

loans. At the same time, cutbacks in
the Department of Savi and
Loan severely reduced the ability of
state regulators 10 oversee the newly
chartered thrifis.

“When two-thirds of the depart-
ment had been gutted.” the staffer
said, “there was an incredible op-
portunity for sharp operators 10
come in, and that's what happened.
There were some law firms touting
California S&Ls as ideal things to
own because you could do spo much
with them.”

In a news conference earhier this
year, Keating said it was that de-
regulation that enticed him to buy
Lincoln.

Nolan underwent a tonsilectomy
last week, and his staff said he could
not comment on the 1982 legis-
Jation. But he has said previously
that he was tryiga- 10 save a failing
industry and 1t the deregulation
had little opposition at the time.

Assemblyman Pat Johnston, D-
Stockton. chairman of Assembly
Finance and Insurance committee,
1s heading a legislative investigation
into the Lincoln affair, He said the
deregulation was born of concern for
the savings industry and a pro-
business atmosphere that had law-
makers jumping to accommodate
the thrifts.

“Lincoln qualifies as a gross ¢x-
ample of what can happen when
greedy people take advantage of a
deregulated environment.” John-
ston said. 1 think most of the
horses have escaped the barn by
now. Nevertheless. the Legislature
should do one of two things —
either abolish state charted S&Ls
(placing all thnifts under new. tughter

ederal controls) or reverse the
authonty granted state chartered in-
stitutions.

Johnston saxd he plans 0 in-
troduce legislation next session that
would place much tougher controls
on thrifts

Vuich said she, 100, plans 1o con-
duct hearings on Lincoln, but said
she did not know yet what measures
are needed to correct problems.

MORTGAGE RATES

Figures as ol Wednesday Noy 22

FIXED* ADJUSTABLE
intrat Down Poinls Lock-in Max. Intrst Down Points Lock-in Margin Max.
Rate Pymt (%) (days) Loan Rate Pymt (%) (days) (%) Loan
15! Nationwide Bank 9 750 20 2 000 30 187 7 950 20 1750 60 2250 750
American Savings Bank 9 900 20 2 000 30 187 7 950 20 1 500 60 2200 2000
Atlantic Financial SB 9 500 20 2 000 45 187 7625 20 1750 45 2500 500
Bank of America 9875 20 2 000 45 187 7 875 1 500 60 2500 1000
Caltormia Federal Bank 9 750 20 2 000 21 187 ' 950 2¢ 1 500 60 2.250 300
Chase Manhatian Bank 10.250 25 2 000 00 9000 8 500 25 2 000 00 2750 9000
First Interstate Bank 10000 05 1500 45 187 B 500 10 1750 45 2750 187
Glendale Federal Bank 10000 20 2 000 30 187 7 950 20 1 500 00 2250 750
Great Amerncan Bank 9875 05 2 000 45 187 ;950 1 500 45 2250 600
Home Federal Bank 9875 05 2 000 14 200 7 950 20 1 500 60 2250 600
Household Bank 10375 25 2 000 60 1000 8 500 20 2 000 60 2750 300
Newport Financial Group 9 750 10 1500 60 187 7 950 20 1 500 45 2250 500
Newport Mortgage 9625 10 2000 45 187 7 050 10 1 D00 454 GPM 187
Oceanview Financial 9 500 05 2125 45 197 7 950 20 1 500 60 . 2300 500
Old Stone Mortgage Q9 750 05 2 000 60 187 7750 10 1000 60 GPM 187
Pacific First Mortgage 9 750 10 2.000 30 187 8000 05 2 000 60 BYDWN 187
Pacitic Western Mig 9.625 20 2.000 30 187 5125 10 2 000 30 GPM 187
Republic Federal 9625 05 2.000 75 187 7 360 15 1 000 75 GPM 187
Seaview Financial 9750 05 1500 45 187 7474 10 1 500 45 GPM 187
So Cal Mortgage Consult 9500 20 2125 21 187 6 900 10 1250 21 2500 187
South Coast Financial 9500 05 1 500 45 187 7 000 10 1. 500 30 GPM 187
The Hammond Company 9750 05 1500 30 195 7 500 10 1250 30 GPM 187
Union Federal Sav Bank 9875 20 2 000 45 200 79820 20 2 000 45 GPM 600
Valley Federal Savings 100500 10 2000 15 187 9250 20 2 000 45 2750 500
World Savings 10400 20 2000 30 187 7 950 20 1500 45 2.200 500
INDEX SUMMARY SOUTHERN CALIFORNIA
ADJUSTABLE MORTGAGES RATE AVERAGES
This week Last week 2 weeks ago Conlorming Non-conforming
11th District 881 881 881 Fixed
Prime rate 10.50 10.50 10.50 15 year 9 680 10412
3 month T-bill 767 774 777 30 year* 9 B53 -10.610
6 month T-bill 7.51 749 762 Adjustable
1 yr treasury note 771 7.87 789 6 month 8916 9 160
3 yr treasury note 774 789 7.92 1 year 8 500 B8 889
5 yr Ireasury note 779 787 786

S&L debacle
hits everyone

By JACK SIRARD
McClatetry News Service

Practically every day there's a
story breaking about Lincoln Sav-
ings, the Southern California-based
thrift that federal investigators
charge has been ravaged by its top
brass.

The victims are legion.

It's estimated that the federal gov-
ernment will have to come lx with
at least $2 billion to bail out deposi-
tors.

In addivon, 20,000 depositors at
28 branches in California were talk-
ed into abandoning their insured
accounts and convinced to invest in
risky subordinated debt — a move
that cost them $250 million. It's
estimated that 60 percent of the
VICTIMS were senior -citizens.

While Calhifornia investors were
being swindled, Charles Keating Jr_,
chairman of Amencan Continental,
the parent of Lincoln Savings, quiet-
ly orchestrated a move to put $34
million into his pockets and those of
his family, the federal government
says.

Reports of how seriously the pub-
lic's trust was breached came out last
week with the report that tellers at
Lincoln Savings were given bonuses
of $100 to $400 for steening cus-
tomers to invest in worthless bonds.

While the troubled thnfts are

uick to point an accusing finger at
the deregulation of their industry,
the public has 1o question the role of
state and federal regulators.

The regulators — be they the state
Savings and Loan Department, De-
partment of Corporations or the
Federal Home Loan Bank Board —
have been accused of shoddy work,
or even, in some cases. of looking
the other way.

~ From what’s gone on. the whole
S&L scandal sadly appears to have
become a case of caveat empior.
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