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U.S. Department of Justice

Federal Bureau of Investigation

In Reply, Please Refer to
File No. Phoenix, Arizona 85012

August 7, 1990

ALLEGATIONS CONCERNING UNITED STATES SENATORS
ALAN CRANSTON,
DONALD W. RIEGLE,
JOHN GLENN,
JOHN MC CAIN,
DENNIS DE CONCINI;
CHARLES H. KEATING, JR.,
DOING BUSINESS AS
LINCOLN SAVINGS AND LOAN ASSOCIATION
AND AMERICAN CONTINENTAL CORPORATION;
CORRUPTION OF FEDERAL PUBLIC OFFICIALS-LEGISLATIVE;

This matter was initiated on a November 1989 request
of the Public Integrity Section of the Department of Justice
asking assistance of the FBI in an investigation into the
allegations concerning captioned United States Senators. The
allegations arose out of the activities of Charles H. Keating,
Jr., a principal in the failed Lincoln Savings and Loan (LSL)
Association of Irvine, California. Keating and his associates
and business entities controlled by Keating made contributions to
the Senatorial campaigns and/or other organizations affiliated
with the senators. Subsequent to the donations, the senators
sought to intervene with the Federal Home Loan Bank Board
(FHLBB) , now the Office of Thrift Supervision (OTS), on behalf
of 1LSL which at that time was being examined by the Federal Home

Loan Bank of San Francisco (FHLB-SF). Investigation thus far has
5-Bureau
(1-White Collar Crimes Section, Public Corr1‘mj;j_gg_gg_il:_)___I
(1-Congressional Affairs Office, Attp:. _SSA bé
(1-Financial Crimes Unit, Attn: SSA | b7C

3-Los Angeles (1-58C-PX-41605)
(1-29D-LA~102009)
(1-USA, Central District of Ccalifornia
3-Phoenix @3}58C-PX-41605)
(1-29D-LA=102009)

il-USA, District of Arizona)
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FBI
TRANSMIT VIA: PRECEDENCE: CLASSIFICATION:
] Teletype [J Immediate [0 TOP SECRET
[ Facsimile (] Priority [J SECRET
X] AIRTEL O Routine ] CONFIDENTIAL
0 UNCLASEFTO
] UNCLAS
Date 12/5/90
TO : DIRECTOR, FBI
FROM : SAC, Phoenix (58C-PX-41605) (P)
SUBJECT - : ALLEGATIONS CONCERNING UNITED STATES

SENATORS ALAN CRANSTON, ET AL;

CHARLES H. KEATING, JR.;

CORRUPTION OF FEDERAL PUBLIC

OFFICIALS - LEGISIATIVE;
00: PX/IA

Enclosed for the Bureau are

|523)

Copies of these FD-302’s have been provided by
separate letter to U.S. Attorney’s of the District of Arizona
and the Central District of California.

nc. 7)

Approved:

1%

8/3/90
7/18/90 \
7/19/90
9/19/90
9/19/90
9/20/90
8/28/90

the following FD-302’s:

bé
b7C

A 14
L S 4 ton

Transmitted

Serialil .o

2 dBEG

Per

(Number)

(Time)

Riaed . & renes

S9C - PX-Hb0554F- 8
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FEDERAL BUREAU OF INVESTIGATION

Date of transcription 6/2 2/89

residence[ |
‘ telephone [date of birth| |
[ Sociat Security Account Number | | was
interviewed at the FEDERAL BUREAU OF INVESTIGATION (FBI), Santa

Ana, California. After being apprised of the official and

personal identity of the interviewing agent, voluntarily
advised as follows:

i I he started working with CONTINENTATL
; HOMES CORPO in Phoenix, Arizona. He was_hixnd_kmj
CHARILES

| AC CAC Ne was responsible for

|
\[ |was his Immediate

supervisor.

At the end ofl 'he was transferred to AMERICAN

CONTINENTAI, CO ON PROPERTIES (ACCP). At accp he worked for
ﬂ______________BEQRAIF At ACCP he was]

Approximately February or March of 1984, AMERICAN
CONTINENTAL, CORPORATION (ACC) purchased LINCOIN SAVINGS AND %?Ef

ASSOCIATION (IS). At this time he WAS trancfas

For the first six months he reported directlv to Mr.
REATING. Afterward he reported to\

_l During this time he alsg became
responsible for | _lfor IS. He was
eventually transferred to the\ ‘4\office of 1sS.

When he left ACCP he introduced| to
I — then assumed his position at ACCP.
L [ater] -
CHARLES KEATING. | |is now employed with the PHOENICIAN
HOTEL (PH) in Phoenlx. He 1Is not sure what position is at
the PH. *

When he came to IS he was responsikile for approximately
| _] During this time there

were approximately 13 people working for him. When he left IS

there were only ~|left. During his employment
J
Investigation on 6/14/89 at / File # 29A-LA-102009
by SA Date dictated 6/19/89
This document contains neither recommendations nor conclusions of the FBI. 1t is the property of the FBI and is loaned

to your agency; it and its contents are not to be distributed outside your agency.

b7C

b6
b7C

bé
b7C

SGC-eH~0/01675




29A~LA-102009

Continuation of FD-302 of | , On 6/14/89 , Page

with Ls, IS eventually got out of
business.

In

1
this time he started) ,
He also perceived himself as becomIng Iess or a

just another employee. He was fired in
jwas the individual who fired him and the

reason given was! [did not feel he was giving his heart and
soul to the job.

he dia
not feel ere was any unusual businesg Iransactions. After IS
would foreclose on a piece of property\i for

retaining a small brokerage firm in order to market and Sell the
property. All these foreclosures were the result of loans made
before Mr. KEATING purchased IS. He does not recall
participating in any foreclosures on new LS loans. He would not
have become involved in these loans because the LS policy
dictated the 1S loan officer be responsible for foreclosing and

selling these properties.
were the IS officers responsible for foreclosing and
se; L&

lew IS. All of these individuals were located in Phoenix
REO's,

r———"’———— used to be one of Mr, KEAIING'f
was actuallv Mr. KFEATING's
v Ced asl | |
and

Woere alan for . KEATING. He does not
nane.

Some of the ACCa Projects in which he recalls working
on were named DUNIAP APARTMENTS In Dunlap, Arizona, and the
nursery in Scottsdale, Arizona.

2

b6
b7cC

b6
b7C




ontinuation of FD~302 of

29a-LA-102009

While he was employed at CHC he recalls attendlng a zonlng

meetin “handler, Arizona City Council. Prior to this
meetin told him he would not be responsible for
anythlng but to go to the meetlng and look good. The Chandler

City Council voted down the zoning application.

He was never involved in the funding of the various
projects initiated by ACCP. He believed the funding for these
projects was coming from LS branches' deposits and the ACC bonds,
however he has no direct knowledge of this.

During his employment with LS, he made a $1,000

contritntion +6 Senatnr ATAN CRANSTON. He was asked b

to make this contribution. He wrote a

Chec Or_the contribution on his personal account and gave the
check to

He also recalls CRANSTON once came to LS Headquarters
in Irvine, and spoke to the employees.

The CRANSTON donation was a request he felt should be
followed because he did not want to jeopardlze his relationship
with his IS co-workers. He did not feel his job would be
jeopardize had he chosen not to make this contribution.

He also received two letters from CHARLES KEATING on
KEATING's personal letterhead. These two letters requested a
donation for Senator DON RIEGLE. In these letters Mr. KEATING
wrote, ny strongly support Senator RIEGLE from Michigan, and I
promlse to raise money for him. I will apprec1ate any donation."

This letter was received at his residence via the United States
Mail.

As a result of Mr. KEATING's letter he donated $500 to

Senator DON RIEGLE. He believes his $500 donation check was
forwarded to ACC in Phoenix.

He also donated $1,000 a year for two or three years to
Citizens For Decency Through Law (CFDTL). CFDTL is a KEATING
sponsored Anti-Pornography Organization. !

While he was employed at LS he was never aware of
documents being back dated. He has read these reports in the
newspaper but does not know who would be responsible for this.

, On 6/14/89 , Page

b6
b7C

bé
b7C




29A~1LA-102009

Continuation of FD-302 of |

, On 6/14/89 ,Page 4%

He assumes the documents must not have related to any of the bé |

departments he worked in.

b7C

He is also a friend of california Savinas and Loan

Commissioner

once

invited him to attend a Rams roofball CGawme with him which he did.

Prior to attending the game with

|he called Mr.

KEATING's office and asked if there was anv s
should avoid discussing wit

ubject matters he

Someone from Mr.

KEATING's office returned his call and instructed him there was
no subject matter in which he had to be concerned about but

should just speak positively about LS.
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FEDERAL BUREAU OF INVESTIGATION

Date of transcription 6/22/89

telephone | [ date of birth] b7c
Social Security number| was telephonically
interviewed. After belng apprised of the official and personal

identity of the interviewing agent, voluntarily advised
as follows: [::::::]

She was previously employed wi e AMERICAN
CONTINENTAL CORPORATION (ACC) between

She first started working with AMERICAN CONTINENTAL MORIGAGE in

| ] Her immediate

supervisor was LINCOIN SAVINGS
AND IOAN ASSOCIATION (1S). |

She does not know b6
the.nximaxu_xpspon51b111ty of the LINCOLN SAVINGS loan department b7C
nor responsibilities. She does not know if or

the JToan department was respon51ble for extendlng the loans,
selling the loans, or processing the appllcatlons. She does

recall that the loan department at Phoenix never received clients
in the office.

Which was a pa of the

can_deparch AN. She acted as the
Approximately] CHARLES H. KEATING, JR., asked
her to work for him. She accepted the offer and became MR.

KEATING's] | As thd

| she was b6
actually | | b7C
Approximately| | she became
|who had transferred to the LINCOLN SAVINGS -
Investigationon 6/22/89 at Santa Ana, California File# 29A-LA-102009
by SA Date dictated 6/22/89

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned
to your agency; it and its contents are not to be distributed- outside your agency.
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29A-1A-102009 )

Continuation of FD 1302 of \ s ,on__ 6/ 22/89 ,Page _2%

office in Irvine. As a favor to her, MR. KEATING transferred her
to LINCOLN SAVINGS in Trvine. She worked at LINCOLN SAVINGS
Irvine for approximately one month and then resigned in

While she was egployed at LINCOLN SAVINGS in Irvine

]

Tiad 1o primary respon51billty and was Jjust assisting others.

while she was employed at LINCOIN SAVINGS she did”not
contribute to any political cause OT candidate.
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... Memorandum

- ’ LB -0l01L 1T
To : SAC, LOS ANGELES (56C-INBW) (WCC~4/SARA) (P) Date 3/3/89

From : SA b7C

Subject: CHARLES H. KEATING, JR.,
CHAIRMAN,
AMERICAN CONTINENTAL CORPORATION;
CHARLES H. KEATING, III
CHAIRMAN
LINCOLN SAVINGS AND IOAN;
POSSIBLE VIOLATION ELECTION ILAWS:
00: Los Angeles

An investigation was initiated on LINCOLN SAVINGS AND
LOAN (LSL) after a criminal referral was received by the FBI from
‘the FEDERAL HOME LOAN BANK OF SAN FRANCISCO (FHLBSF), which
outlined a pattern of back dating documents to avoid regulation
and deceive examiners. This back dating occurred in the spring,
summer, and fall of 1985.

Subsequent to the back dating, the FHLBSF recommended
that LSL be taken over by the government because the institution
represented a serious risk to the FEDERAL SAVINGS AND LOAN
INSURANCE CORPORATION (FSLIC). LSL and its parent company,
AMERICAN CONTINENTAL CORPORATION (ACC) reacted to the
recommendation by lobbying various elected officials, including
members of the U.S. Senate, to intercede for them with FHLBSF.
In the spring of 1987, five senators (ALAN CRANSTON, California;
JOHN GLENN, Ohio; THOMAS MCCAIN and DENNIS DECONCINI, Arizona;
DONALD RIEGLE, Michigan) met with the FHLBSF to discuss the ISIL
problems. Two weeks before meeting with the FHLBSF, four of
these senators met with the FEDERAL HOME LOAN BANK BOARD (FHLBB)
in Washington, D.C. on behalf or ILSL. Because of these meetings,
LSL was removed from the regulatory scope of FHLBSF by the FHLBB.

On 2/9/89, the ORANGE COUNTY REGISTER (OCR) stated that

RIEGLE received $66,601 in contributions to his re-election
campaigns from the savings and loan industry. OCR stated that
the DETROIT NEWS reported RIEGLE took the donations from
officials of ACC at the same time he was meeting with FHIBSF and
FHLBB about LSL. The OCR article also stated that CRANSTON
received $71,500 from the savings and loan industry in the same

;Eiz? period.
2 = 56C-¥Egees ' JoC- LA - oloY6lS
2 -~ 29A-16309
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SA | | Los Angeles USA Office contacted
SA | and expressed interest in having the FBI open an
election Jaws case on this matter. AUSA had seen a news

story on one of the major television networks about how CRANSTON
had received large contributions from officers of ISL, and ACC.
AUSA was advised that AUSA's| |

were aware of the current scope of the LSL investigation
and should be informed before any expansion of the case was under
taken, and AUSA said he would consult with themn.

on 3/1/89, AUSA[ | contacted SA and stated
that the possible election law violation should be pursued at
this time. AUSA |also stated that he had confirmed
inquiries from the mews media that criminal allegations against
LSL were being examined, but gave no details of the
investigation.

sa | | FBI, Phoenix division called Sa

on 3/1/89 to Inquire about the investigation into ISL. GSA
was given a brief overview of the case and told that the Los
Angeles USA Office had agreed to prosecute both the bank fraud
and the political corruption aspects of the case. SA
stated that the contributions to political campaigns may have
venue in Arizona because that's where the subfects reside and

where many of the checks originated. SA was going to
discuss this matter with the Phoenix AUSA Office to obtain their
opinion on the venue and prosecutive opinion.

The writer recommends that this matter be 0 and A'd in
Los Angeles and assigned at SARA.

2%
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TRANSMIT VIA: PRECEDENCE:
Teletype Immediate
Facsimile [1 Priority

[J Routine

FBI

é

CLASSIFICATION:
TOP SECRET
SECRET
CONFIDENTIAL
UNCLASEFTO
UNCLAS

ROOOO

Date 6/27/89

FM SAC, LOS ANGELES (56C~LA=-0101615) (WCC-4/SARA) (P)

T0 DIRECTOR, FBI V5¢ / O0S ( /QQ

ATTN: SSA

SAC, PHOENTIX ’Pgﬁ [/O

BT
UNCLAS

R)

SUBJECT: CHARLES KEATING; CHATIRMAN; AMERICAN CONTINENTAL

CORPORATION, PHOENIX, ARIZONA; UNSUB; PRINCIPALS AND OFFICERS OF

AMERICAN CONTINENTAL CORPORATION; UNSUBS; PRINCIPAIS AND OFFICERS

OF LINCOLN SAVINGS AND ILOAN, IRVINE, CALIFORNIA; ELECTION ILAW

VIOIATION; 0O:
RE TELCAL OF SSRA
6/22/89.

RE I0S ANGELES TELETYPE TO THE DIRECTOR DATED 3/15/89.

IOS ANGELES

THIS IS A PRELIMINARY INQUIRY.

TO SSA

DATED

REFERENCE IS MADE TO THE ABOVE MENTIONED TELCAL BETWEEN SSRA

|]anD ssa

ON 6/22/89, AT WHICH TIME

IT WAS CONFIRMED AUTHORIZATION HAS BEEN RECEIVED FROM FBIHQ TO

SUC~LA~101( S

&

CONDUCT A PRELIMINARY INQUIRY INTO THIS MATTER. SEARCHED
INDEXED
SERIALIZED
(L) FILED
Approved: | Transmitted %;/ézzz %(ﬁ% Per
(Number) Time)
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PAGE TWO (56C-LA-0101615)
IN ADDITION TO THE ABOVE ASSISTANT UNITED STATES ATTORNEY

I0S ANGELES UNITED STATES ATTORNEY'S OFFICE, AND

ASSISTANT UNITED STATES ATTORNEY ALSO FROM THE IOS

ANGELES UNITED STATES ATTORNEY'S OFFICE, HAS BEEN IN CONTACT WITH
OFFICIALS FROM THE PUBLIC INTEGRITY SECTION OF THE DEPARTMENT OF
JUSTICE. THIS MATTER WAS DISCUSSED AND A DECISION MADE TO
REQUEST THE FBI TO CONDUCT A PRELIMINARY INQUIRY INTO THE
POSSIBILITY OF VIOIATIONS OF THE FEDERAL ELECTTION LAWS.

INFORMATION HAD PREVIOUSLY BEEN RECEIVED AND SET OUT IN
REFERENCED TELETYPE OF 3/15/89, SUGGESTING VARIOUS EMPIOYEES AND
OFFICERS FROM AMERICAN CONTINENTAL CORPORATION IOCATED IN
PHOENIX, ARIZONA, AND LINCOLN SAVINGS AND LOAN LOCATED IN IRVINE,
CALIFORNIA, MAY HAVE PAID IARGE CONTRIBUTIONS TO VARIOUS
POLITICIANS THROUGHOUT THE COUNTRY. THE REQUEST FOR THE
CONTRIBUTIONS ALLEGEDLY WERE MADE BY AMERICAN CONTINENTAL
CORPORATION CHAIRMAN OF THE BOARD CHARLES KEATING. IT HAS BEEN
ALTEGED THE SALARIES OF THE EMPLOYEES AND OFFICERS WERE INFIATED
TO SUCH AN EXTENT THAT KEATING COULD AT ANY TIME DEMAND
CONTRIBUTIONS BE MADE TO CERTAIN DESIGNATED POLITICIANS. IN
ADDITION TO THE ABOVE, SOURCE INFORMATION FROM PHOENIX DIVISION
HAS INDICATED POSSIBLY 56 EMPLOYEES OF AMERICAN CONTINENTAL
CORPORATION EACH WERE REQUIRED TO DONATE $1,000 IN CASH TO
VARIOUS POLITICIANS.

INVESTIGATION IN THIS MATTER WILL INITIALLY INCLUDE THE
OBTAINMENT OF A PERSONNEL LIST FROM AMERICAN CONTINENTAL
CORPORATION AND LINCOLN SAVINGS AND LOAN THROUGH AN ONGOING

b6
b7cC




PAGE THREE (56C-ILA-0101615)

®

INVESTIGATION INVOLVING BANK FRAUD AND EMBEZZLEMENT AND OFFICERS

OF LINCOLN SAVINGS AND ILOAN. THAT LIST WILL THEN BE PRESENTED TO

THE FEDERAL ELECTION COMMISSION IN WASHINGTON D.C. AND A REQUEST

MADE TO COMPARE ALL NAMES ON THE PERSONNEL LIST TO POLITICAL

CONTRIBUTORS WHICH ARE ON FILE AT THE FEC.

ON 6/21/89, ASSISTANT UNITED STATES ATTORNEY (AUSA)

LOS ANGELES, CALIFORNIA, CONTACTED SA W

SANTA ANA RESIDENT AGENCY, AND ENCOURAGED AN INVESTIGATION TO BE

INITIATED. AT THIS TIME AUSA

PROVIDED A PRELTIMINARY

PROSECUTIVE OPINION

IN VIEW OF THE ABOVE, THE IOS ANGELES DIVISION OF THE FBI

WILL INITTATE A PRELIMINARY INQUIRY INTO THE POSSIBLE VIOLATION

OF THE FEDERAL ELECTION IAWS BY CHARLES KEATING AND OTHERS.

BT
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Memorandum

e -\

To

From :

Subject:

SAC, LOS ANGELES (29A-IA-102009) (SUB P)
(WCC-3/SARA) (P)

sa| |

DESERT GEM;
MAJOR CASE 24;
BF&E; .

00: Ios Angeles

PHOENIX and

of Justice/FBIHQ has approved a political corruption
1nvest1gatlon into the activities of CHARLES H. KEATIN, JR. This
matter will be investigated by S
under the file number 56C-LA-0101
investigation will be captured in 29A—LA—102009 Sub P.

Attached are the following:
1. Copy of Phoenix teletype to the
2. Copy of Phoenix teletype to the

3. Copy of transcript between reporter and

unknowns.

During referenced conference it was

Re i ce with Supervisors b6
Los angeles, 6/30/8¢ b7cC

Date 7/10/89

b7C

Bureau, 6/13/89.

Bureau, 6/23/89.

noted the Department

- 29A-IA-102009 (SUB P)
~ 56~IA-0101615

Cor—] y

| Los Angeles,
items from this

oLy oo 5’

5]?(‘~L,A"I
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EPPUEEE g FICATION:
NSMIT ViA: PRECEDENCE: CLASS! :
T’RATQ}etypg ' D lmmediate o 0 TOP SECRET
Facsimile t7-. D SECRET. (gié .
O ' 01" Routine O CONFIDENTIAL 0!
O UNCLASEFTO . \I“'D
a/UNCLAS -
, Date: z,- /?Yﬁ 5(0(’
sk
FM FBI PHOENIX (P) ;
TO DIRECTOR FBI/PRIORITY/
FBI LOS ANGELES (29A-LA~102009) (SARA)/PRIORITY/
BT - .
UNCLAS
CITE: //3630// _
PASS: FINANCIAL CRIMES UNIT, FBIHQ;
PUBLIC CORRUPTION UNIT, FBIHOQ.
SUBJECT{/<2E§§;;.GEM; MAJOR CASE 24; 00: LOS ANGELES. M
RE TELCAL BETWEEN SA PHOENIX, AND SA[::::::]
FBIHQ, 06/13/89; AND TELCAL BETWEEN SA| |
' PHOENTX, AND FBIHQ, 06/13/89. '
ON 06/12/89, 2702 NORTH 3RD
STREET, PHOENIX, ARIZONA, APPEARED AT THE PHOENTX OFFICE OF THE
FBI.
o p )64
: -
Approved: ____ | L Transmlﬂed CO\O 'Cf f 5 Per I—
. (Number) (Time)
Seorc!jed.. o?@ﬂ- LM ~)0800% - Swd K__.- //
Serialized., roee 2US. GPO, 1987 — 181408
Inde;;e‘d..
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APAGE TWO

29A-LA-102009 UNCILAS

HE IS CURRENTLY REPRESENTING XXCHARLES H. KEATING,

»

JR., XX _IN THE ABOVE-REFERENCED INVESTIGATION. PROVIDED

A TAPE RECORDING OF A CONVERSATION BETWEEN FEDERAL BANK

REGULATORS INVESTIGATING XXLINCOLN SAVINGS AND LOAN

ASSOCIATIONXX, AND

M"" T ey
A REPORTER FOR THE PHOENIX

GAZETTE. HAD INADVERTENTLY LEFT THIS RECORDING IN THE

OFFICE OF|

| DURING AN INTERVIEW WITH

__1 |CLAIMS THAT THE CONVERSATION BETWEEN FOUR

TO FIVE REGULATORS AND[_ CONSTITUTES A FEDERAL

CRIMINAL VIOLATION.

IT VIOLIATES THE DISCLOSURE REQUIREMENTS

UNDER WHICH THE REGULATORS ARE BOUND. BELIEVES IT IS A

VIOLATION OF UNITED STATES CODE, TITLE 18, AS WELL AS A VIOLATION

OF THE PRIVACY ACT THROUGH THE DISCILOSURE OF CONFIDENTIAL BANKING

RECORDS .

OBTAINED THE TAPE ON OR ABOUT

06/02/89.

OBTAINED THE TAPE FROM ON

FRIDAY, 06/09/89.

ON MONDAY, 06/12/89.

PROVIDED THE TAPE TO THE PHOENIX FBI

THE TAPE, AS WELL AS A TRANSCRIPT OF THE

CONVERSATION, WAS NOT REVIEWED BY THE PHOENIX DIVISION. INSTEAD,

THESE ITEMS WERE SEALED AND PLACED IN EVIDENCE PENDING A DECISION

BY UNITED STATES ATTORNEY STEPHEN M. MC NAMEE CONCERNING THE

b6
b7C
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~PAGE THREE 29A~1A-102009 UNCLAS
FIRST AMENDMENT IMPLICATIONS OF THIS RECORDING,

ADVISED THAT HE HAS ALREADY FORWARDED A COPY OF
THIS RECORDING TO

IN THE PUBLIC INTEGRITY UNIT AT

THE DEPARTMENT OF JUSTICE. ADVISED THAT

ALSO MAINTAINS A COPY OF THIS RECORDING.

IS A SUBJECT IN AN ONGOING INVESTIGATION INTO

LII‘jCOI_N SAVINGS AND LOAN ASSOCIATION AND XXAMERTCAN CONTINENTAL

Aadet W TN ¥ iuey in ey rnct
CORPORATTIONXX, IS ALSO THE SUBJECT OF A SEPARATE
e i

PHOENIX BANK FRAUD INVESTiGATION

WHICH INVOLVES A

MULTI-MILLION DOLIAR KITING SCHEME.
CURRENTLY THE PHOENIX GAZETTE IS FILING SUIT IN MARICOPA
COUNTY SUPERIOR COURT AGAiNST AMERICAN CONTINENTAL CORPORATION,

| IN AN ATTEMPT TO

REGAIN CUSTODY OF THE TAPE, ITS COPIES, AND TRANSCRIPTS.
BT

Av At e e me s s
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DE PX #0004 1740305

ZNR UUUUU

P 230243z JUN 89

FM FBI PHOENIX (P)

TO DIRECTOR FBI/PRIORITY/

EBI LOS ANGELES (29A-LA—102009)/PRIORITY/

BT
UNCLAS

CITE: [//3630//

PASS: FINANCIAL CRIMES UNIT, FBIHQ;

PUBLIC CORRUPTION UNIT, FBIHQ.

SUBJECT: DESERT GEM; MAJOR CASE 24; 00: LOS ANGELES.

RE PHOENIX TELETYPE TO THE BUREAU AND LOS.ANGELES, 06/13/89,

CAPTIONED AS ABOVE, AND TELCAL FROM PHOENIX ASAC

TO DAD THOMAS KELLEY, LEGAL COUNSEL DIVISION,

06/14/89.

FOR THE INFORMATION OF THE BUREAU, ON 06/13/89, PHOENIX

DIVISION SAS REVIEWED BOTH THE TAPE RECORDING AND TRANSCRIPT

bé
b7C
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PAGE TWO DE PX 0004 UNCLAS

WHICH HAD BEEN FURNISHED TO THE PHOENIX OFFICE OF THE FBI BY

ON 06/12/89. THIS REVIEW

DETERMINED THAT THE TAPE RECORDING CONTAINS INTERVIEWS AND

PARTIAL INTERVIEWS BETWEEN PHOENIX GAZETTE REPORTER,

AND 14 UNIDENTIFIED INDIVIDUALS.

ON 06/14/89, PHOENIX PRINCIPAL LEGAL ADVISOR (PLA) MET WITH
UNITED STATES ATTORNEY STEPHEN M. MC NAMEE, PHOENIX, AND WAS
-
ADVISED THAT DUE TO A POSSIBLE CONFLICT OF HIS OFFICE
INVESTIGATING POTENTIAL WITNESSES WHO ARE FDIC/FSLIC REGULATORS

HIS OFFICE WOULD NOT REVIEW THE TAPE RECORDING OR TRANSCRIPT, AND

THAT THE FBI SHOULD COORDINATE THIS MATTER WITH

PUBLIC INTEGRITY SECTION, DOJ,'WHO HAD BEEN DESGINATED TO REVIEW

THE COPY OF THE TAPE RECORDING WHICH ALSO PREVIOUSLY

FURNISHED TO DOJ.

ON 06/15/89, ASAC, PHOENIX, TELEPHONICALLY CONTACTED

DOJ, WHO REQUESTED THAT A TRANSCRIPT OF THE TAPE ALSO BE

FURNISHED FOPR HIS REVIEW, WAS FURTHER INFORMED THAT A

HEARING ON THE PHOENIX GAZETTE’S LAW SUIT AGAINST AMERICAN

CONTINENTAL CORPORATION (ACC),

FOR RETURN OF THE TAPE HAD BEEN SET FOR 4:00 P.M., ON 06/21/89,

bé
b7C
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PAGE THREE DE PX 0004 UNCLAS

IN MARICOPA COUNTY SUPERIOR COURT.

ON 06/21/89, PLA, PHOENIX, TELEPHONICALLY CONTACTED[::::]

DOJ, TO DISCUSS THE GOVERNMENT’S POSITION REGARDING

DISPOSITION OF THE ORIGINAL TAPE RECORDING. STATED THAT

INASMUCH AS HE HAD BEEN UNABLE TO REVIEW EITHER THE TAPE

RECORDING OR THE TRANSCRIPT, HE WAS REFERRING THIS MATTER TO

. ANOTHER ATTORNEY IN HIS SECTION, WHO WOULD

CONTACT EITHER THE PHOENIX ASAC OR PLA AS SOON AS POSSIBLE.

ON 06/21/89, TELEPHONICALLY CONTACTED PLA, PHOENIX,

AND ADVISED THAT AFTER HAVING REVIEWED BOTH THE TAPE AND THE

TRANSCRIPT,

<15
b7C

b5
bé
b7C




PAGE FOUR DE PX 0004 UNCLAS

ON 06/21/89, JUDGE GOODFARB, MARICOPA COUNTY SUPERIOR COURT,

ORDERED AND

OF LOS ANGELES (WHO REPRESENTS TO

SURRENDER COPIES OF THE TAPE RECORDING TO LAWYERS FOR THE PHOENIX
EAZETTE NEWSPAPER. THE JUDGE’S ORDER DID NOT INCLUDE THE
ORIGINAL TAPE RECORDING MAINTAINED BY THE PHOENIX DIVISION, AND
THE JUDGE FURTHER GRANTED A 48 HOUR DELAY IN IMPLEMENTATION OF
THE ORDER TO ALLOW THE PARTIES TO SEEK A STAY FROM A HIGHER COURT

PENDING APPELLATE REVIEW.

ON 06/22/89, PLA, PHOENIX, CONTACTED ASSISTANT UNITED STATES

ATTORNEY (AUSA) CHIEF, CIVIL SECTION, USA’S OFFICE,

PHOENIX, REGARDING JUDGE GOODFARB’S RULING. AUSA AND THE

PLA CONCURRED THAT INASMUCH AS THE COURT’S ORDER DID NOT

ENCOMPASS THE ORIGINAL TAPE RECORDING, IT SHOULD BE RETAINED BY

THE PHOENIX OFFICE. AUSA ALSO STATED THAT HE HAD BEEN

CONTACTED BY AND ADVISED BY HIM THAT AN

APPEAL OF JUDGE GOODFARB’S ORDER WOULD BE PURSUED. AUSA

FURTHER ADVISED THAT HE HAD CONTACTED OF THE PUBLIC

b5

bé
b7C

b6
b7C




-
FD- 2.2 (REV. 3-10-82) ¢

1
FEDERAL BUREAU OF INVESTIGATION

Date of transcription  7/7 / 89

| Immmn-hl |
Social Security Account Number was contacted at his
place of emplecyment, LINCOLN SAVINGS AND LOAN (LS), 2735 East
Camelback Road, Phoenix, Arizona 85016, telephone | |
|was advised of the identity of the interviewing agent
and the nature of the interview. He then provided the following
information:

| |is| for IS. Prior to his
employment with LS he oyed by AMERICAN CONTINENTAL
CORPORATION (ACC), IS's parent company. [ |has also served
as an Officer on various ACC and IS subsidiaries. On several
occasions throughout his employment| | was approached by
superiors within the corporation who requested that ake
monetary contributions to certain politicians. The people
soliciting for contributions varied, but they were always
superiors of] | The person soliciting the contribution
would always make It clear that the donation was not necessary
and that failure to contribute would not effect career
advancement. [ ]always made the contributions as
requested.

could not recall exactly who he made
contributions to or even who requested that he make
contributions. | lwas not reimbursed for the contributions
that he made. will be available for recontact should
more informatiom BE TECessary.

Investigationon _6/29/89 at _Phoenix, Arizona File # 560—101615“’&2

by SA Date dictated 7/3/89

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned '
to your agency; it and its contents are not to be distributed outside your agency.
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ficited Donations Fronr

Firm CI

Sen Alan:Cradston,. already un-;
fer fire for aiding; Phocnix busi--
lessmamCharles AR ~Keatmg in His|.
sattles with:gavings and:loai reg
atorsysaid Monday* that he-solicit+
»d a $400,000 donatiop:frorn Keat.-
ng for a.votér registmtloxx Broup;
‘ofmed’by-the senafor’sison; . ..

“"fhe ‘California Dendgerat. said tel"
AsgaskedKeatingin 1987.and 1988
:0-donate/a‘total-of. $450,000to two
sther nonprofit, nonpattisan yotet
*egigtiation:groups:“bedause:of’ my
letermination to do what 1. can. 1o,
ncreasé-voter par,tlcxpatlon

' Keating is the . chairman of
A.memcan Continerital -Qorp.- in
Phoenix, ’whlch owng Lincolie:Sav+
ngs and ‘Loan, Th¢ Irvine: thrift
was seized by lregulators it Aprll
e-day after Améericafi: Continen=
-abfiled:for’ bankruptcy Regulators
*ldimed: that the ¢ompany - wa
)perating'L;ncoln,unsafely -and:d

sipating the S&L’s $5 3 bll,ion‘.-,l- .

185ets, . ¥ !
in. Eebruary, 1988 Amerlcan
Zontinéntal .gave $400000 to thel;

Jenter for Participation:dn, pemoe— FAVGE:
acy: Tric:; a Tos Angelesworgamza- B

dory formed Cranstons1 song
Kirii, to. train: orgamzcrs -and-car
Nit+ nonpantlsan voter reglstratlo
irives.

méstatement that - noile o171

i Keating;keep: ihisibusiness-afloat.by;

|paign: -

3[did; not. have enough cdsh to com

‘ Py ; ropei in ‘solicitin
CranstogsmdMonday if:a j_r,lt-' anythifg: iMprope g

nds “he solicited: went- to- him'
oersongilyor politically:” ’
Singe the- ‘bankruptgy of Amer1-~
i Continental, and ‘seizure- .of]! 3
incoln, Cranston’s. relatlonshlp ta;
.eating hgs come-under scrutmy,:
artxcularly by investors whoaj ¢

ought 1$200 million_worth of}3

merxcatr Contmental debtsecu

es through-the Lincoln bianches;
hoge, bondholders: cla;m -they:
ere: falsely led: to (beheve ihat

‘het-Ametican: Con{mentalexecue i

vegahd* Erofesslonal‘”ud visersfc
e company... il

' Center*fon Part1c1panon=m Derﬁoc~

ief, Cranston Sa;f::s'

By TAMES'S, GRANELL, szes Staff Wrzte’r u «e—a--,-Jk '
The- lawsults contendﬁthatKeat- | o

ingTand his. associates, made large
campaign contmbutlons ‘o ‘nurhers
ouspoliticians, whot-turen.helped

represénting; ‘higie ausebeforeneguv
lators: Keating; donated: $39;000" to
rangtoni's: 1986 reefecmon oam-

.....

- At Keating’s behest Cranston
omed other senators m two meet-
A week later, Cranston and four
othér senators/taiked with federa
regulators from the “board’s San
Fran Fice, skt

‘In March and- -arly April 6f ‘this]
year, Granston" talkéd with: two
bank-board:inembers to:urge them
to- consider approvihg Keatmgs
effort 16 sell. Tincoln. Regulatérs
had: refased: to. approve - the sale;
saying-the- px‘oposed buyers, simply

plete the deéal.. ‘
Cranston‘sald Monday that he’
id. i . prétty <stupid. i;hmg*1
pohncally" i givihg: ! the appear-

nothmg‘lr rope
ot .play" 'ifor.

The ° senator aldo demed doing

noney for worthy causes, . suchras‘
hlSSOl’l 's:voter- reglstratlon‘gr()up.
Kim Cranston, ‘3T, founded thé

racy. a.nonprofxs orgamzatlon that,
raing organizets-and carries out]

¢ Y . C. y"
‘ere” defrauded by Keatmg and] Sar

nong isap voter education and}. -
‘regls rationidrives, 7 welesd | Gy
Kitn CranstOn, who: noWw-works in |

Gov: Leo McCarthy's office in
Sacramento,. could: not be reached:

for comment Monday State re-*
cords show that American Contis’
ntal ‘gave the money: to: the
nter. in- February, 1988, The'
nount"represented 299 of . the:
4‘-m111ion budge for 1§s:
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' By Charles R, Babeock .~
) W |~.lunulam l’o.sl. bhll’ Wrm.r’ ~~~~~~
Sen. Alai Cranston (D- Cahf*)

. ralsed $850 000 for: three “non-

; One.of thé: groups. was founded- by
» the senator's-soir.. Coe

... Cranston:saidin: astatementethat*
e hadsolicited funds fro Chatles

TUH Keatmg ‘head:of Lincolp- Savings.
. ‘and Loan of Ir;vme, Callf in Jaté

1987 and'early 1988, whlle Keatmg

| T <r was.ifi-the driidst: of a feud:with fed-

+ eral: regulators over meoln,Srﬁnan-
cial:condition, Lincoln'was: se1zed>by
April, st af-
icam Continens

fer jits ;paren
« tdl Corp.; of

x

‘Cranstofi:was:oné:o flve senators

. | who. attended mieetings+on. Kea-
-+ ting's, behalf- with' .official§ -of - the.
E
b

-IFedera
;,'Aprll 1987. The: ‘sénatars, who: had
received ‘more 'thin, $300 000 in-

*+ .+ donationsfrom, Keatlng and-his-em-’
ployees, saxd ‘they merely were '

-seeking’ an: explanatlon of why a

-t

B I T

‘ board exammatxon of ‘meoln was
‘taking:sq/’ long

‘ ‘Keatmg-related .donations a year.
C .. later: during his  reélection’ cam-
o from a troubled savmgs and loan' .
v owner for whoni (Cranston had in+

P ‘avoid .even of :the :appearance ofa,
. . tervened with. fedetal regulators,

 ‘conflict” of " intetést; Cranstoti- té~
" ceived $39¢000 ife donations,. from

" Keating, ‘and-his. associates. durmg
tils 1986 teelection-race:, . 7

,year, Cranston .again: mtenvened for ]

'.any of fm ‘cofitacts with ‘Charles. .

‘ san’d*,r’ but unfortunately,‘ Ay vefforts

x laegan bank—- . seemito-have
: ‘,that ,I ‘had - mtercedéd to get thew

Home Loan;Batik Board.in. _
.renort on one of the Lontnbutxons
appeared-in the Los Angeles Daxly
News., -

‘mtervxew yesterday that he could |

e b A...__,.,.,__.,,«—qq

Sert. Donald W Rleglex(D-Mlch )
returned more’ ‘than $68; 000" in,

paign, be¢ause: +hé saidihe: warited:to: :

i March and' early Aprll this k

Keatifig, urging. regulators to, per-
mit Keating to:sellLincoln. .
" “There was nothmg imptoper in

~Craigton’s. - statement

Keatmg

} 3Cahforma firmy ?

‘A_‘d’ to g0 easy on Keatmg
fat . I had- acted onlyr i ex- j
change for eontrnbutlons o
He inade: the statenieiit after ‘a:

The senator. smd in:a telephone ‘

;é vl ! P ..'.» [ DRI
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gsepafate hxs,rhelp for Keatmg« ‘from

his.” campaign: -donations: becauSe.uN

“‘I’ve ‘dotie thmgs fot: many; many*
;people" wlio: hever: contnbuted ]

' him. ‘Of hi$. ‘causes.. He: said He dld.
"not think: Keating félt pressure fo

,.respond to. ‘his. requests~for ﬁmds

- for groups promotmg voter: regls~ ‘

 tration becausé “it was.not to ben=

efnt e and T knew he- had glveru‘to,
-many worthwhile-causes,” - -

T the stdteriient, Cranston &ald’

)
i
i

} current
- stupid thing: polmcally..

i ‘Cratiston. said’he. asked Keatmg :
. for the- finds because voter tuthoit
sbecome .ong of the dnvmg _'

”e

forces inimy; hfe . .

Muiray Flander, Cra”ristong's‘
spokeeman, sdid Keat;ng gave
| $250,000: £0 “two voter -groups-

| Novembet 198

One wasv for $400;000: to’ the1

tacy,. whnc i ‘was: founded: by “Cran*

“ston's sofi,. Knm, now the

T map a7 A_,m;,
L,L,’M . e ‘

» "Locking: back from the view. of the ,
imate, 1 did' do a fpretty‘.

- /The group-is listeds in;
- “1988 disclosure as-having; p'ud for.a. -

he~ senatot vn =
ted K;eatmg in‘Phoenix it Feb ‘ary‘ e
" 1988 and probablyf sohuted two-;’
- miore: donatlons there, he~addqd SN

,countryy

Center for ’Partlcxpatxon din Democ-f
", ‘supports voter, 'eglstratlon..
~of staff: -
j to,Cahforma It G ov. Leo McCar-~

¥ . a7,

thy Kirit: Cranstoms*not paid:hy the
- yoter group,,Flandér saidis

Cranston 's- frip-to-see Keating in
‘Phoenix was: paid; for by New Di=
" thenision 'Reésouices, I‘lander “said. -
‘Cranston’s: !

‘dézert.- Cranston: Atrip§. across. ‘the ’
The: ceriter founded by hlS j
SQmpald for:three:dthe trxps' L
Keating gave $125; 000-to" USA:;
,Votes,,a project New DxmenSxon.a
He also..gave j$325;000 ‘to. the T
o nstitute;, another ‘group: that‘:

Keatmg s-Phoenix office- said he'*-
could notbe: re’lchedﬁfor comment.

e LA . P

[ i - - :
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Milken for Aid,
Aide Discloses

!
]
l
?
’
t
{
! ByKBITHLOVE,

' Times Political Wrzter

k .
acknowledged- Monday that’ the
senator had once asked junk bond
. expert Michael Milken to. conttib-
% uté to a voter registration pro;ect

14 set up by Cranston for the 1988
‘nelecuon.

N
1
¢
1
1

‘jtation came before Milken WS

. indicted Sept. 7 on-fedéral.sécyfi= |

- ties fraud charges, Also mdlcted

i was Milkeri’s .employer] Drexgl -

Burnham Lambert of Bevenly
Hills, 4

A foundation .set up by Drexel
contributed $10;000. to the Forum.

© Institute; one-of threé voter regis: "
| tration projects Cranstoir helped.

establish. The institute’s records
-show the money was: recexved after
the:indietments. .

The San Jose Mercuiy «New .
‘which first' reported the $10 000
contributioti Sunday, mdlcated
there ‘was’some confusion among
- Craniston’s advisers over wher hé

_ solicitéd: money from Milken: and © _
over how the Dréxel ‘contribution: "

Please sée CRANSTON, Pagels“

A
¥

- o
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Sen. Alan Cranstons top dide

'#  But Roy Gr reenaway, aide tb sthe
California Demacrat, said-the sohc- .

tow, .
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Continued fromPage3,
Was sert to the voter reglstrauon,

grotip.

‘telephone-interview, “Alan did-ask.

S
- . R

Milken to.giveé to the wgroup but it
was ‘well before - [Milken’s] prob-
lems, asmuchas two.years 4go. >

| apparatus

" ;gonedirectly toVoterForim?” .
E'arhcr this year Cranston, ‘a

iiem ber of thie ‘Scnate Banking

nd Exchange Commlssxon not. to

\ ;STON Funds for

force Brexel to: moverits: hlgh—yleld-

Greenaway. .said Monday i a .

~As-for the $10,000 given by .
Erexel’s t‘oundatlon to: Voter Fo- -
rum,kGreena,way Said,, “Ided -fok:go.

. ‘through us;’" ‘meaning, throughv
* ‘Cranston’s -own ‘Setiate’ reelectionz

oW dxdn’t,know anything abou’t,
N "zit Greenaway $aid.. “Tt-must. have .

imittee, urged. the ‘Securities:

Lo ,_J,,,Wﬂ-—w W A5 byt o 0 .

0ject

‘bond: division from Beverly Hillsto.

‘ NewYork )
As Cranston looks to reelectlon, <

in 1992 the large contribution. by
Drexél-to: the: senatoris:-voter regis-

tration.: pro_]ect could become con~. -

‘troversial; since: Cranston .contact- ’

ed the SEC }o plead Drexelis.case:
-5 Po'telitial "Controvei'ﬁ‘y

arode’ Jlast. ‘Week. when Cranston

acknowledged that ‘he: /had asked:
for-$850,000-in- contrlbutxons to-the:

voter régistration groups: from
Chariés. H. Keating, chairman of

. the Ameérican; Contmental ‘Corp. of

Phoenix..

2%

R e

. ‘encugh cash.

"«Contmental“ investors: -chargés-that.
‘ Another potent1a1 controversy

)

‘menibeigsto: ask toithem: to.appr,ove .

‘Savings; Regulators would not ap- 1
- . prove the sale because- they /said

tor prommentpohtlclansun arreffort,h
to:.get:them:tomieet with: regulators i
on higbehalf. The ihvestors .¢on-

Keating:and:led:to- beheveﬂthat thef .
. bonds they : bought were federaliy 1
:insurcd

o

the Irvme thmft: that was taken
overby regulators inApril. -

At Keatmgs request; Cranston ,
and:other:sératorsimet with- federal -
savings: and " loan- regulators in 1
April,’ 1987, -

LastMarch and Apml Cranston- ~
also spoke with: two- bank ‘board

Keatmg 's ~effort to sell’ Lincoln: -

the proposed buyers dld hot have;.

A 'lawsuxf. fxled byf Amemcana'ﬁ‘

[}

made latge-contribitions: -

tend. that. they were defrauded by, |

et A st : !
.
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[ Milken for Aid,
Aide Discloses

“ By KEITH LOVE,
Times Political Writer

acknowledged Mo day that the
senator had once abked junk bond -
expert Michael Milken to contrib-"
ute to a voter registration project
. Set up by Cranstoh for ‘the 1988
election.
But Roy Greenaw y, aide to the. -
, California Democrat, said the solic-
itation came before Milken was
indicted Sept. 7 on federal securi-
ties fraud charges. Also indicted-
was Milken’s employer, Drexel t
Burnham Lanibert of Beverly. \
Hills, ) ool
A foundation set up by Drexel-*"
contributed $10,000 to the Forum
Institute, one of three voter regis-
tration projects Cranston helped .
establish. . The institute’s records !
show the money was received after- .
the indictments, e
g The San Jose Meércury News; ¢
| which first réported the $10,000-.%
; contribution Sunday, indicated
there was some
-Cranstoni’s advisers over when hé.->
solicited money from Milken and.»* -

' s—over how the DreXel contribution-,

‘ Sen. Alan Cranston’s top ‘aide
L]

e S R L A SN

¥

e

! Wﬁtinued from Page 3 -
e W3S SeNt to the voter registration
group,

Greenaway said Monday in g
| =« telephone interview, “Alan did ask
i v = Milken to give to the group but it

was well before [Milken’s] prob-
lems, as much ag two years ago,”

As for the $10,000 given by
Drexel’s foundation to Voter Fo- .
rum, Greenaway said, “It did not go
through us,” meaning through
Cranston’s own Senate reelection
apparatus. ‘

“We didn’t know anything about
it,” Greenaway said, “It must have
gonedircetly to Voter Forum.”

Earlier this year Cranston, a
Member of the Senate Banking
i | Committee, urged the Securities
and Exchange Commission not to

™

anston Asked

-l

confusion among~¥

. Orange County, California
~ ipate: 7/25/89

Edition:

:Tme'.'Cranston Askec.i Milken“
' Por Aid, Aide Discloses

fChar;cter: Sé (_64- 0/&/& i
Classification: '
Submitting Office:

Santa Ana RA. LA Div.,

Indexing:

b6
b7C
/
the Irvine thrift that was taken
over by regulators in April.
- At Keating's request, Cranston
force Drexel to move its high-yield and other sénators met with federal
bond division from Beverly Hillsto ~ Savings and loan r egulators in
New York, April, 1987, .
+ . As Cranston looks to reelection ast March and April, Cranston .
In 1992, the large contributior, by . also spoke with two bank board
Drexel to the senator’s voter regis-  Fembers to ask to them to approve
tration project could become con- ~ Keating’s effort to sell Lincoln
troversial, since Cranston contact- * Savings. Regulators would not ap-
ed the SEC to plead Drexel'scase, - Prove the sale because they said
the proposed buyers did not have 100 S=ID
enough cash,_ ° -LA-ID o
Potential Controversy A lawsuit filed by American
Continental investors charges. that
Another potential controversy Keating made large contributions
arose last week when Cranston to prominent politicians in an effort b6
acknowledged that he had asked 1o get them to meet-wi s~
for $850,000 in contributions tothe  on his behalf. The e b7c
voter registration 8roups from  tend that they Warilg ! )
Charles H. Keating, chairman of  Keating and led o belfevethar tha - K\
the American Continental Corp. of  bonds they bought were federall§ ¢ A
Phoenix. " insured, v s
e
I FE! — LOS ANC™LES )
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\sCranston >

‘'sought funds
from Keating
for groups

By Jonathan Lansner
The Register

Sen. Alan Cranston acknowl-
edged Monday that he solicited
$850,000 in donations to three non-
partisan political groups from the
chairman of the company that
owns Lincoln Savings and Loan.
Cranston’s ties to American Con-

tinental Corp. Chairman Charles
Keating have come into question
since April, when the company de-
clared bankruptcy and federal reg-
ulators took control of Irvine-based
Lincoln Savings.

Some 23,000 Californians face
losing $200 million they invested in
uninsured American Continental
bonds sold through Lincoln’s
branches.

In 1987 and 1988, Cranston, a
Democrat, said he got Keating’s
company to give $400,000 to the
Center for Participation in Democ-
racy, $325,000 to the Forum Insti-
tute, and $125,000 to USA Votes.

The groups promote various vot-
er education and registration cam-
paigns, a pet'project of Cranston’s.

Mel McDonald, an attorney rep-

Fesentmg Keating, said the dona-

(_c_——""-"

lons were legal and part of the
company’s extensive charitable
-givings.,

“I'm baffled,” said McDonald.
“How anyone could see anything
wrong in this.”

, Cranston, who got $39,000 from

American Continental officials for
his own campaign, was one of five
US senators who lobbied federal
regulators on behalf of Keating in
April 1987.

American Continental won an |

unprecedented re-examination of
Lincoln’s books in May 1988, over+

. throwing a proposal from regula-

tors to take control of the savings
and loan. )

Cranston also came to Keating's
aid earlier this year, trying to get
regulators to approve a sale of Lin-
coln arranged by American Conti-
nental.

The sale was rejected and Lin-
coln was seized by regulators
American Continental is now the
subject of criminal investigation.

“Because my name was linked
with Keating’s in news stories,
some investors seem to have got-
ten the impression that I had en-
dorsed what turned out to be bank-
rupt American Continental’s
bonds,” Cranston said in a state-
ment. “I’'m sorry that this may
_have caused the bondholders to put
f more trust in Keating than he may
have deserved. I gave no such en-
dorsement.”
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Cranston lends a hand

it M R i -

el
- T T,

he savings and loan crisis has landed

l on the doorstep of Sen. Alan Cranston.
The evidence increasingly shows that

he was a key player in delaying actions that,
in the mid-1980s, would have slowed or halt-
ed the rush to insolvency. The cost will run
to at least $159 billion over the next 10 years,
and including interest, at least $285 billion
over the next 30 years. That breaks down to

81,500 per family.

Sen. Cranston’s actions entangled him
with Lincoln Savings and Loan of Irvine,
which federal regulators seized earlier this
year. The regulators say taxpayers could
pay more than $2 billion to cover Lincoln’s
bad loans. But the cost will be even higher to
many other people. The New York Times
reports that in the years before its troubles,
Lincoln sold more than $200 million in debts
in its parent company, American Continen-
tal Corporation, “to thousands of bank cus-
tomers, including many elderly. That paper
does not carry the backing of federal deposit
insurance, and is now considered worth-
less.” Imagine being an elderly person
whose entire savings were wiped out.

In 1987 and 1988 Sen. Cranston and four of
his Senate *colleagues intervened on Lin-
«coln’s behalf to stall federal investigations.
And in the years before they helped Lincoln,
its chairman, Charles H. Keating, was a big
political contributor to all five of them.

‘Before Sen. Cranston met with federal
regulators to intervene for Lincoln, the
Times reports, he “received $39,000 in cam-
paign contributions from Mr. Keating.”
More: “Earlier this month, he acknowl-
edged soliciting Mr. Keating from 1987 to

9
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1988 for $850,000 in donations to three groups
aimed at increasing voter participation.”
One California group employed Sen. Cran-
ston’s son Kim. The voter registration drive
was crucial to Sen. Cranston’s narrow 1986
re-election victory over Ed Zschau.

Says Sen. Cranston: ‘‘There was nothing
improper in any of my contacts with Charles
Keating ... . Nor was there anything im-
proper in my joining with other senators to
ask the Federal Home Loan Bank Board to
take prompt corrective action ... . I sincere-
ly believed then, and I believe now, that 1
acted solely in the interest of fair play for a

_California business, its shareholders, and
depositors.”’

Well, maybe. )

But consider a recent development. The
Wall Street Journal reports that two weeks
ago Sen. Cranston provided a crucial vote
allowing M. Danny Wall, the top S&L regu-
lator, to keep his job without facing Senate
reconfirmation. Confirmation hearings
would have included questions about why
regulatory action against Lincoln Savings
was delayed, and what role Sen. Cranston
played in the delay. If Sen. Cranston has
done ‘“‘nothing improper,” as he says, he
should have welcomed the questioning of
Mr. Wall.

It’s clear now that Sen. Cranston’s actions
should be investigated by the Senate ethics
committee. If he has done ‘‘nothing improp-
er,” then an investigation would clear his
name. But enough questions exist that the
people — especially taxpayers who will pay
$1,500 each and Lincoln Savings depositors
who lost all their money — deserve answers.

—— —
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Date 8/16/89
TO : SAC, PHOENIX
FROM : SAC, 1OS ANGELES (56C-LA-101615) (WCC-4/SARA) (P)

SUBJECT: CHARLES KEATING, Chairman,
ANAHEIM CONTINENTAL CORP,
Phoenix, Arizona;
UNSUBS;
PRINCIPALS AND OFFICERS OF LINCOLN SAVINGS AND IOAN;
Irvine, California; :
ELECTION LAW VIOLATION;
00: ILos Angeles

For information of Phoenix Division, set out below are
names and addresses of officers and employees of AMERICAN
CONTINENTAL CORPORATION (ACC) and/or its subsidiaries , Who appear
to have made political contributions in 1987 and 1988.

As discussed during meetings the week of July 17, 1989,
which were held in Santa Ana, an immediate objective in this
matter is to identify and interview all contributors who may have
been solicited by CHARLES KEATING.

It is essential at this time to verify the addresses set

out so as to contact those individuals in approximately mid
September.

Phoenix is requested to verify through DMV records,
voter registration records, or any other logical means the
address of the listed contributors.

2~ Phoenix VS VIS 2 7))
/26 ~ IBslAngeles 5@C“L’Al]
/% séc-1a-101615) SEARCHE
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In reviewing the federal election commission reports for
the year 1985 and 1986, it appears most individuals who donated
in 1987 and 1988 also donated in 1985 and 1986. The review did
indicate one individual donated inr;ggg_mhg_did_nrt donate in
1987 or 1988. That individual was The FEC
records indicate that she, in 1986, worked for ACC. No telephone
or address is available at this point.

LEADS

PHOENIX DIVISION

AT PHOENIX, ARIZONA

1. Phoenix is requested through all logical sources to
verify the above addresses for the listed contributors.

2. Phoenix is requested to immediately advise Los
Angeles as to the confirmation on the address or a different
address if known.

3. Phoenix Division is requested to check through state
sources the above names to determine if any of those names

contributed to state politicians during the years 1985 through
1988.

IO0S ANGELES DIVISION

AT 10S ANGELES, CALIFORNIA

1. Los Angeles will verify the address of all
individuals listed above with California addresses.




56C~1A-101615

2. Los Angeles Division will computerize not only the
above information but any and all additional information
regarding contributions made.

3. ILos Angeles Division will check with the Fair
Political Practices Commission in Sacramento, California, to
determine if any of the above individuals made contributions to
state politicians during the years 1985 through 1988.
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[J Teletype L] Immediate [0 TOP SECRET
Facsimile I Priority [ SECRET
Xl _ AIRTEL 0 Routine [] CONFIDENTIAL
[l UNCLASEFTO
[J UNCLAS
Date 8/25/89
TO ¢ SAC, PHOENIX
FROM  : SAC, IOS ANGELES (56C-LA-101615) (WCC~4/SARA) (P)
SUBJECT: CHARLES KEATING, CHAIRMAN
AMERICAN CONTINENTAL CORPORATION,
Phoenix, Arizona;
ET AL;
ELECTION LAW VIOILATION;
00: Los Angeles A??§
Re Los Angeles airtel to Phoenix, dated 8/16/89.
Enclosed for Phoenix is one copy of a letter from
Congressman STEVE BARTLETT to U.S. Attorney MARVIN COLLINS,
Northern District of Texas.
As mentioned in this referenced communication, the
objective at this point is to identify any and all individuals
who may have been solicited by CHARLES KEATING to make .
contributions to any federal candidates. A further review of the
Federal Election Commission (FEC) records has indicated a few
additional individuals may have been solicited and did in fact
donate to federal candidates.
| According to FEC records, on | nade various
contributions in 1987. | s embloved in Cincinnati,
??ig. for what appears to bel .
This may be [in Cincinnati, Ohio, in
which KEATING was formerly associated. Also according to FEC
records, one| | donated $10,000 to the President's be
b7C
2 — Phoenix (Enc. 1) “ -g%L
/5:‘;- QS Angeles SQL‘LA l()\U!r/‘
&\ 56C-1A-101615) SEARCHED ___
-\ 29A-LA-102009)
(1 - 29A-I1A-102009-SUB P) INDEXED
SERIALIZED
I;l‘ FILED
Approved: . Transmi;ted Per




56C~LA~101615
dinner which is also known as the 1987 Republican ¢

Di ittee. The records indicate he is from
E;éffff:fffffand at that time was employed by the Fi
D IOAN INSURANCE CORPORATION (FSLIC).

?j °

In addition to the above, a further review of FEC

w records indicated one! [vas employed for LINCOLN SAVINGS b6
| AND LOAN in Irxrvine, C ;in 1987. made b7c

f contribution to the Riegle for Senate Committee. . lad
1 is telephone number
: Cently

. [ spouse is was inadver
: IeTT off the previous list in the referenced airtel.

The previous list set out in the referenced airtel
listed all employees who had made contributions along with the
name of their spouse. A further review of FEC records indicate a
number of spouses are also employees of one or more of the
KEATING organizations. In addition, the review indicated many of
the employee's spouses also contributed to federal candidates.

The following is a list of spouses who made
contributions to a federal candidate during 1985 through 1988:

b6
b7C
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In addition to the above, the FBI office in Santa Ana,

California, has received a copy of a letter directed to United
States Attorney MARVIN COLLINS of the Northern District of Texas.

This letter is from Congressman STEVE BARTLETT, Congress of the

United States, House of Representatives, Washington D.cC.

The

letter is dated May 22, 1989, and discusses a PHII. DONAHUE show

which was taped in Denver, Colorado, on May 15, 1989.

indicates representative BARTLE
SHOW which discussed the subje
At the conclusion of the shaw

The letter
IT was a guest on the PHTL DONAHUE

In addition, contact has been made with|
|to Congressman STEVE BARTLETT in Washington D.cC.
advise

PHIL DONAHUE tape along with the interviewing agent. The
Congressman is available on 8/31/89 in Washington, D.C., and
Santa Ana FBI has requested a representative from the
Congressional Affairs and from the Public Corruption Unit at
FBIHQ meet with Congressman BARTLETT.

The objective in the above interview and tape revie

to have BARTLETT, hopefully,|

She

LEVE BARTLETT is willing to fully cooperative in this
matter and to be interviewed by an FBI agent and to review the

W

is

<15
b7C

b7D
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As mentioned in previous communications, Santa Ana FBI
is currently compiling all available information on each of the
known contributors. The information is currently being inputed
into a personal computer after which reports will be available.

LEADS
LOS ANGELES DIVISION

AT SANTA ANA, CALIFORNTA

1. Make any and all attempts necessary to identify the
two individuals present at the PHIIL, DONAHUE SHOW on 5/15/89.

2. Send appropriate communication to FBIHQ requesting

* their assistance in the interview of Congressman STEVEN BARTLETT.

4%
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DATABASE CONFIRMATION SHEET

s
. . o
DATABASE EFFECTIVE ON : /)‘7 A’ 5’/:5’" 7
/

LOCATION OF

. /
WORKSTATION: S 4 /24

CASE NUMBER: K¢ C- LA .QJ0 /¢ /18

DATA LOADER

(Indiviual maintaining D/B): |

CASE AGENT:

bé
b7C

SOFTWARE A

Quattro, etc) T sdeam N
~

LICATION: (Rbase 6000, System V, Multiplan,

P 0]

EQUIPMENT TYPE (IWS, Burroughs, etc.): 7LD

BRIEF DESCRIPTION OF DATABASE i &g{
(Pen register, tolls, subscriber, investigative,
etc.): Eplidi e\ Condcovkars \b&*

hhhhkkhkhkhhhhdhhhdhhkhhhhhkhhdhrhhhhhhhhdhhhhkhhhhhhkhhhhhkkhhdtdsk

CLOSING DATE OF DATABASE:

DATABASE DISPOSITION

(DESTROYED, BULKY or 1A):

RA'S ONLY:

PLEASE FILL-OUT FORM WHEN OPENING OR ARCHIVING A
DATABASE. MAKE TWO COPIES: (1) SEND ONE COPY TO
L.A. COMPUTER SECTION. -(2) KEEP OTHER ON FILE FOR
ARCHIVE PURPOSES. WHEN DATABASE IS ARCHIVED,
FILL-OUT BOTTOM HALF .AND SEND WHOLE FORM TO 1OS
ANGELES COMPUTER SECTION.

el S
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TO THE USER:

As a computer user, the
times be kept in mind.

foliowiné guidelines should at all

1. Each month, an inventory will be taken on the amount of data
stored in each database. If there has been no change in the
number of records contained therein, you will be advised of
the following options. A) You may keep the database on the
computer if you intend to use it. B) Automation personnel
will archive the database on floppy disk, 1A it to the file
and delete the originagl from the microcomputer. -

2. Per SAC Memorandum 5-87 dated 2/10/87, entitled FBI
MICROCOMPUTER POLICY states:

A. All information processed by the microcomputer must be
contained within the case file and not considered a
separate system of records. Information must be filed
as a case serial, a 1A serial or‘a 1B serial.

B. Applicable information must be indexed using
established indexing guidelines.

C. TURK time for use of the microcomputer is to be
recorded using the substantive file classification.

D. Information generated from computer files that is
intended for use as evidence must be maintained as a
serial or as a bulky exhibit.

E. Information contained in computer file must undergo
verification to insure accuracy of the information.

F. When a case is closed, all information in computer
files associated with that case must be printed out.
Storage media and printouts must be maintained in the
file and disposed of under existing destruction
criteria.

G. Disk files for cases that are the subject of FOIPA
requests must be searched to insure that all
information is provided to the person making the
request.

iderstand the above.
plosfbo
i ) (date)
SU C-LAR-0/0/7¢ 75
=) (file number) .

1 -

1 - 1IsA

1 - 242-2-A
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FBI
MICROCOMPUTER APPLICATIONS USED
BY THE LOS ANGELES DIVISION

CASE AGENT:

FILE NUMBER: = (C— LA - O\O{ 61

DIRECTORY:

DATABASE NAME:

IOCATION (RA, or Off-site): ﬁchu_*n !A»Au D.{‘l\

APPLICATION NAME (i.e. RBASE): de tnd S

MAKE OF EQUIPMENT: T %W M\

POLICY SIGNED: Yes =&~ No

bé
b7C
b7E




Memorandum
To : SAC, PHOENIX (29A-LA-102009) Date 7/31/89
From bé
SAA b7C
Subjee:  DESERT GEM;
MAJOR CASE 24;
00: PX/LA
The purpose of this memorandum is to provide a brief
summary of the investigation conducted in captioned matter in the
past 30 days and to provide the anticipated investigation for the
next 30-day period.
The Phoenix Division continues to address the followinq
priority areas:
1) Hidden Valley/Estrella land development land
swaps.
2) EBOP/KEATING family stock transactions.
3) Political activities. b6
b7C
4) loans/land transactions

5) Bankruptcy of AMERICAN CONTINENTAL CORPORATION !
and eleven subsidiaries.

Hidden Valley/Estrella land development land swaps

The following investigation has been conducted:

1) Have obtained property records and sales data
from TRW

2) Identified major land holders and developers
and purchasers through AMCOR.

3) Servedsubpoena onl

4) Having a complete loan history printout run at_

LSsL. ot
/ L/é
- . e - s " )
X 29A-LA-102009 perm \ / /9//’/6,, /J_/_
2 SERLL , 3

L4

N\

X

E

b3
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o b7C
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5) Have interviewed Bureau of Land Management
officials regarding the exchange of federal land
that became part of the Hidden Valley/Estrella
land development.

6) Have taken aerial photographs of the Hidden
Valley/Estrella properties.

Anticipated investigation will be the following:

1) Continue to identify major land holders in the
Hidden Valley/Estrella development

2) Determine how much property was financed by
LSL

3) Determine if ACC/LSL or its subsidiaries made
concurrent purchases of the developer’s land or
assumed debt or obligation of theirs.

4) Determine if LSL financed both sides of the
concurrent land transactions.

5) Isolate loan documents necessary to conduct
interview of developers/borrowers.

6) Review FDIC and FHLB examinations for areas of
exams that may assist in land swaps areas and
obtain examination supporting documents.

7).Interview past or current loan officers for
details of LSL loans and notes.

8) Interview developers who participated in land
swaps.

ESOP/stock transaction

to this

The following investigation has been conducted in regard
area:

1 |interviewed and did state CHARLES
KEATING, JR., paid CONTINENTAL HOMES,
INCORPORATED, Scottsdale, Arizona, with $1.8
million in ACC stock for his outstanding loan to
them which they assumed when they bought the home
building business from ACC on May 30, 1985,

b6
b7C

bé
b7C




&

PX 20A-

V &

-102009

2) have been subpoenaed
and delivered to the Federal Grand Jury (FGJ),
Los Angeles,

3) have been obtained from LSL,

4) ACC/LSL organization charts have been obtained
and reproduced into flowchart format.

Anticipated investigation under this area:

1) Obtain FGJ records regarding from Los
Angeles,

2) revie

3) interview ESOP section officers at LSIL,

4) identify and attempt to interview ESOP section
officers at AcCC,

5) recontact] |
| for details of
1Spos of the ACC stock and determine
| | and receipt of interest free loans
for purchase of ACC stock and the disposition of
that stock in the LSL interest-free loans,

6) Review and schedule LSL ESOP records,

7) identify all parties for ESOP/stock
transaction interviews.

Political activity area

In reqa 1 i i i
for

served.

Anticipated investigation will be:

1) Interview| |regarding a local
politician being added to a land investment group
at the direction of CHARLES KEATING, JR.,

2) interview ACC/LSL employees regarding their
political contributions made in possible

3

b3
b6
b7C
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nly subpoenas
have been
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b7C

violation of election laws,

3) determine amounts and source of
political/charitable contributions from
ACC/LSL/KEATING to determine if they were

diverted LSL funds or fraudulently obtained
funds,

4) determine if IRS records should be obtained
for organizational donationg,

5) determine if state of Arizona has records that
can be cross-checked for contributions from
LSL/ACC/KEATING.

Bankruptcy area
The following investigation has been conducted:

1) Follow the bankruptcy proceedings with the
FDIC attorneys.

2) follow the bankruptcy proceedings with the
U.S. Bankruptcy Trustee and his staff,

3) interview two individuals regarding contents
of two ACC vans loading boxes on an L1011 cargo
plane,

4) Have conducted a partial review of the
bankruptcy schedules and petition, have made

inquiries as to the copying of the bankruptcy
documents.

Anticipated investigation in this area will be:

1) Interview the ACC employee who was in Zurich,
Switzerland for KEATING,

2) follow with FDIC attorneys and with the U.S.
Trustee in regard to the ongoing bankruptcy
proceedings,

3) obtain the AcCC flight records from LA and
review these for possible leads.

In regard to the |1and transactions and loans, bé
this area will continue to be followed with the office of the b7c

4
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U.S. Attorney, Phoenix, Arizona

LA-102009

WIII be reviewed.
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N
FBI
TRANSMIT VIA: PRECEDENCE: CLASSIFICATION:
K Teletype O Immediate [0 TOP SECRET
B Facsimile [0 Priority [ SECRET
I:] B Routine [[] CONFIDENTIAL
] UNCLASEFTO
UNCLAS
Date 8/25/89

1 | FM SAC, I0S ANGELES (56C-IA-101615) (WCC—-4/SARA) (P)

2 | TO DIRECTOR, FBI C?; 4/5/@95 T') 8’/;%’/&7 E,:( . S

3 | SUBJECT: CHARIES KEATING, CHAIRMAN, AMERICAN CONTINENTAL

4 | CORPORATION, PHOENIX, ARIZONA; UNSUBS; PRINCIPLES AND OFFICERS OF
5 | LINCOLN SAVINGS AND LOAN; IRVINE, CALIFORNIA; ELECTION LAW

6 | VIOIATION; 00: I10OS ANGELES.

7 BT

8 UNCLAS /@/

9 RE TELCAL ON 8/24/89, BETWEEN SPECIAL AGENT (SA) zgc
10 AND SSA

11 FOR INFORMATION AS MENTIONED IN THE REFERENCED TELCAL, A

12 LETTER WAS WRITTEN BY UNITED STATES CONGRESSMAN STEVE BARTLETT

13 FROM TEXAS TO THE UNITED STATES ATTORNEY IN THE NORTHERN DISTRICT
14 OF TEXAS. THE LETTER WAS THEN FORWARDED DOWN TO THE UNITED

15 STATES ATTORNEY'S OFFICE IN I0OS ANGELES WHO THEN FORWARDED IT THE
16 FBI IN SANTA ANA. THE CONTENTS OF THE LETTER INDICATE BARTIETT

17 WAS A GUEST ON THE PHIL DONAHUE SHOW RECORDED IN DENVER,

18 sl LA- 1016 19
19 2 - Los Angeles z‘m i
(1 - 56C-IA-101615)

20 (1 - 29A-IA-102009) (Sub K) D A
SEP -4

21 s

\&} e bé
b7C
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PAGE TWO (56C-LA-101615)
COLORADO, ON 5/15/89. THE SUBJECT OF THE SHOW WAS SAVINGS AND

IOAN BAIILOUTS. AT THE CONCLUSION OF THE SHOW, CONGRESSMAN

BARTLETT b7D

AN IMMEDIATE OBJECTIVE IN

THIS MATTER IS TO, AS QUICKLY AS POSSIBLE,

ON 8/23/89, A FEDERAL GRAND JURY SUBPOENA WAS OBTAINED FROM
THE UNITED STATES ATTORNEY'S OFFICE IN LOS ANGELES AND
FACSIMILIED TO b3

IN ADDITION, CONTACT HAS BEEN MADE WITH]| | oo

TO CONGRESSMAN STEVEN BARTLETT IN WASHINGTON, D.C. AT

THIS MATTER HAS BEEN DISCUSSED AT WHICH TIME SHE

ADVISED CONGRESSMAN BARTLETT IS WILLING TO FULLY COOPERATE WITH
THE INVESTIGATION. CONGRESSMAN BARTLETT IS.WILLING TO SIT DOWN
WITH AN FBI AGENT ON OR ABOUT 8/31/89 AND REVIEW THE TAPE OF THE
' PHIL DONAHUE SHOW IN ATTEMPTS b7D

IT IS REQUESTED THAT SSA FROM THE PUBLIC zgc

CORRUPTION UNIT, FBIHQ, AND A REPRESENTATIVE FROM THE




o o . .
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PAGE THREE (56C-LA-101615)

CONGRESSIONAL AFFAIRS UNIT CONTACT AND ARRANGE TO MEET ijc

WITH UNITED STATES CONGRESSMAN STEVEN BARTLETT AT HIS OFFICE IN
WASHINGTON, D.C., ON 8/31/89.

IN ADDITION TO THE ABOVE, IOS ANGELES HAS OBTAINED FROM THE
FEDERAL ELECTION COMMISSION NAMES OF VARIOUS EMPLOYEES OF EITHER
AMERICAN CONTINENTAL CORPORATION, LINCOIN SAVINGS AND LOAN, OR
ANY OTHER SUBSIDIARY WHO MADE POLITICAL CONTRIBUTIONS TO FEDERAL
CANDIDATES DURING THE YEARS OF 1985 THROUGH 1988. A LISTING OF
APPROXIMATELY 75 EMPLOYEES ALONG WITH 25 OF THEIR SPOUSES HAS
BEEN COMPILED AND IS CURRENTLY BEING INPUTED INTO A PERSONAL
COMPUTER SYSTEM. IN ADDITION, THE ADDRESSES OF THOSE INDIVIDUALS
ARE CURRENTLY BEING VERIFIED BY FBI PHOENIX AND FBI IOS ANGELES.
IT APPEARS APPROXIMATELY 80 TO 85 PERCENT OF THE INDIVIDUALS ARE

LOCATED IN THE PHOENIX, ARIZONA AREA.

THE IMMEDIATE OBJECTIVE OF THIS MATTER IS TO THOROUGHLY
IDENTIFY THOSE INDIVIDUALS AND THEIR CURRENT ADDRESSES. IT IS
ANTICIPATED THAT ON OR ABOUT 9/14/89 ATTEMPTS WILL BE MADE TO
SIMULTANEOUSLY INTERVIEW THE ENTIRE LIST OF CONTRIBUTORS. THE
SIMULTANEOUS INTERVIEWS ARE BEING CONDUCTED DUE TO THE FACT IT IS
ANTICIPATED IF A FEW PEOPLE ARE INITIALLY CONTACTED THE CORPORATE
COUNCIL OF AMERICAN CONTINENTAIL CORPORATION WILI, IMMEDIATELY GET
INVOLVED AND MAKE ATTEMPTS TO STOP ANY ADDITIONAI, INTERVIEWS WITH
OTHER EMPIOYEES.

INVESTIGATION IS CONTINUING AND CONTACT WILL BE MAINTAINED

WITH SSA REGARDING THE ABOVE INTERVIEW OF STEVEN igc

BARTLETT.
BT
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T FBI
TRANSMIT VIA: PRECEDENCE: | CLASSIFICATION:
Teletype [ Immediate L] TOP SECRET
] 9Facsimile | 1 Priority [J SECRET
[ Routine [ ] CONFIDENTIAL
[0 UNCLASEFTO
[0 UNCLAS
Date 8/28/89

FM SAC, IOS ANGELES (56C-LA-101615) (WCC-4/SARA) (P)
TO SAC, SACRAMENTO ?/’Z?/mf- (?’fd F A 497_
BT

UNCLAS

SUBJECT: CHARLES KEATING, CHATRMAN ¢ AMERICAN CONTINENTAL
CORPORATION, PHOENIX, ARIZONA; UNSUBS; PRINCIPALS AND OFFICERS OF
LINCOLN SAVINGS AND IOAN; IRVINE, CALIFORNIA; ELECTION IAW
VIOLATION; 0O: LOS ANGELES.

RE TELCAL BETWEEN SA| |SAN'I‘A ANA RESIDENT

AGENCY, AND RELIEF SUPERVISOR SACRAMENTO DIVISION,
ON 8/28/89.

FOR INFORMATION OF SACRAMENTO, IN JUNE OF 1989 INVESTIGATION
WAS INITIATED REGARDING CAPTIONED SUBJECT AS A SPIN-OFF FROM THE
LINCOIN SAVINGS AND LOAN BANK FRAUD AND EMBEZZLEMENT CASE.
ALLEGATIONS ARE THAT CHARLES KEATING IS A HEAVY POLITICAL
CONTRIBUTOR THROUGHOUT THE COUNTRY AND HAS REQUIRED VARIOUS

EMPTL.OYEES FROM HIS SUBSIDIARIES TO MAKE POLITICAL CONTRIBUTIONS.

Dl LA~ lojui< 70
<ERCHED ] I
2 - los Angeles SERALEY FiLen
(1 - 56C-IA-101615) 3 .
(1 - 29A-1A-102009) SEP 14 e

Approved: Transmitted /% Per
(Number) (Time)
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PAGE TWO (56C-LA-101615)

ALLEGATIONS FURTHER STATE KEATING HAS REIMBURSED THOSE EMPLOYEES
EITHER THROUGH DIRECT REIMBURSEMENT OR THROUGH SAILARY BONUSES AND
COMPENSATION.

THIS INVESTIGATION TO DATE HAS IDENTIFIED APPROXIMATELY 100
PEOPLE THAT ARE EITHER DIRECT EMPLOYEES OF A KEATING SUBSIDIARY
OR THE SPOUSE OF AN EMPLOYEE WHO HAVE MADE CONTRIBUTIONS TO
FEDERAL CANDIDATES DURING THE YEARS 1985 THROUGH 1988. AT
PRESENT THE ADDRESSES AND ANY FURTHER IDENTIFICATION OF THOSE
PEOPLE ARE BEING VERIFIED. IT IS ANTICIPATED ALL OF THOSE
INDIVIDUALS WILL BE SIMULTANEOUSLY INTERVIEWED IN MID SEPTEMBER.

THE LINCOLN SAVINGS AND LOAN INVESTIGATION IS BEING
CONDUCTED IN CONJUNCTION WITH THE PHOENIX DIVISION. THE
POLITICAL CORRUPTION ASPECT OF KEATING AND HIS ASSOCIATES IS ALSO
BEING INVESTIGATED IN CONJUNCTION WITH THE PHOENIX DIVISION.

INVESTIGATION HAS DETERMINED IT IS ESSENTIAL TO -ALSO
DETERMINE WHAT STATE CANDIDATES, IF ANY, THE ABOVE INDIVIDUALS OR
ANY OTHER KEATING EMPIOYEE HAVE DONATED TO DURING THE YEARS 1985
THROUGH 1988. CONTACT HAS BEEN MADE WITH THE TECHNICAL SERVICES
DIVISION OF THE FAIR POLITICAL PRACTICES COMMISSION (FPPC) IN
SACRAMENTO, CALIFORNIA. THE FPPC VERIFIED THE FACT THEIR RECORDS
WOULD REFLECT ANY AND ALL STATE CANDIDATES TO WHICH THE ABOVE
INDIVIDUALS HAVE MADE CONTRIBUTIONS. THE FPPC HAS ALSO STATED IT
WOULD REQUIRE A HAND SEARCH PROCEDURE IN ORDER TO DETERMINE THE
CANDIDATES EACH PERSON HAS DONATED TO. THE FPPC IS NOT IN A
POSITION TO DEDICATE THE TIME OR THE MAN POWER TO SUCH A PROJECT
AND SUGGEST THE FBI SUPPLY MAN POWER TO CONDUCT THE SEARCH.
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PAGE THREE (56C-IA-101615)

bé

ARRANGEMENTS HAVE BEEN MADE WITH THE FPPC FOR SA b7C

TO CONDUCT A HAND SEARCH ON 8/29/89 AND 8/30/89. IT IS
ANTICIPATED THE SEARCH WILL BE COMPLETED BY THE AFTERNOON OF

WEDNESDAY, 8/30/89. SAC'S LOS ANGELES AND SACRAMENTO CONCUR WITH
THE TRAVEL.
BT
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_¢ommissioner- of the: gtate Depart- .
ment-of’ Corporatmns-—a\ guberna= -
: "nal.appomtment—m 1986, when:
& depanf.ment ﬁrst approved the«‘

gt ‘he rknewj
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-
4 FBI |
+ TRANSMIT VIA: PRECEDENCE: CLASSIFICATION:
Teletype [J Immediate (] TOP SECRET
[J Facsimile Priority [] SECRET
O Routine [0 CONFIDENTIAL
[J UNCLASEFTO
[ UNCLAS
Date 9/26/89
1 FM SAC, IOS ANGELES (56C-LA-101615) (WCC-4/SARA) (P)
| o . 2 ., N
2 | TO SAC, PHOENIX Q/CQ%’/X 9, ZOQDS 1)
3 BT
4 UNCLAS
5 SUBJECT: CHARLES KEATING, CHAIRMAN; AMERICAN CONTINENTAL ]
6 CORPORATION, PHOE_NIX, ARIZONA; ET AL; ELECTION IAW VIOLATION; 0O:
7 I0S ANGELES.
8 : RE. IOS ANGELES AIRTEL TO PHOENIX, DATED 8/25/89. ALSO RE
9 CONFERENCE HELD AT THE SANTA ANA RA WiTH SUPERVISORS :S
. C
10 PHOENIX DIVISION SANTA ANA RESIDENT
11 AGENCY, AND SANTA ANA RESIDENT AGENCY.
12 7 AS MENTIONED .IN THE ABOVE CONFERENCE INVESTIGATION IN THIS.
13 MATTER IS CONTINUING WITH SIMULTANEOUS INTERVIEWS TO BE CONDUCTED
14 THE WEEK OF 10/2 IN PHOENIX, ARIZONA AND ORANGE COUNTY,
15 CALIFORNIA. THE INDIVIDUALS BEING INTERVIEWED ARE INDIVIDUALS ‘
16 WHO ARE EITHER FORMER OR CURRENT bFFICERS OF .AMERICAN CONTINENTATL
17 | CORPORATION AND LINCOIN SAVINGS AND ILOAN WHO MADE POLITICAL
18 | CONTRIBUTIONS TO FEDERAL CANDIDATES DURING THE YEARS 1985 THROUGH
19 1988. THE INDIVIDUALS WILI: BE INTERVIEWED TO OBTAIN THE EXACT /
| | | S0 kA - Lo 52)
1 - 29A-TA-102009 (Sub P) SERCUED ¥ b6
C a1 SERALIZED ] ﬂ'.w K b7C
I 08T W
FBI — |
“ AP hoe] |
Approved: Transmntte@&xagbs K er ‘
(Number) (Time)
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PAGE TWO (56C-LA-101615)

CIRCUMSTANCES SURROUNDING THE SOLICITATION OF THE CONTRIBUTIONS
AND TO DETERMINE IF ANY OF THE INDIVIDUALS WERE REIMBURSED FOR
THEIR POLITICAL CONTRIBUTION.

AS MENTIONED IN PREVIOUS COMMUNICATIONS, THIS MATTER IS
BEING INVESTIGATED IN COORDINATION WITH THE SANTA ANA RA, THE
PHOENIX DIVISION, AND THE UNITED STATES ATTORNEYS OFFICES FROM
1OS ANGELES AND PHOENIX. IT IS ANTICIPATED APPROXIMATELY 45
INTERVIEWS WILL TAKE PILACE REQUIRING APPROXIMATELY 30 AGENTS. IT
IS NECESSARY FOR EIGHT AGENTS TO TRAVEL FROM THE SANTA ANA RA TO
THE PHOENIX DIVISION ON MONDAY, 10/2/89, TO ASSIST IN THE ABOVE
MENTIONED INTERVIEWS.

IN VIEW OF THE ABOVE, ON 10/2/89 THE FOLLOWING SANTA ANA RA
AGENTS WILL TRAVEL TO PHOENIX DIVISION TO ASSIST- WITH THE ABOVE

INTERVIEWS: SSA SA _J SA
SA sA SAr_
SA AND SA IT IS ANTICIPATED

THESE AGENTS WILL BE REQUIRED TO STAY IN PHOENIX UNTIL
APPROXTMATELY THE 5TH OR 6TH OF OCTOBER.

SAC'S I10OS ANGELES AND PHOENIX CONCUR WITH THE ABOVE
MENTIONED TRAVEL.
BT
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U.S. Department of Justice

Federal Bureau of Investigation

Los Angeles, California

In Reply, Please Refer to
File No.

September 26, 1989

CHARLES KEATING; CHAIRMAN;
AMERTCAN CONTINENTAL CORPORATION,
PHOENIX, ARIZONA;
UNSUBS ;
PRINCIPALS AND OFFICERS OF AMERTCAN
CONTINENTAL CORPORATION;
UNSUBS ;
PRINCIPALS AND OFFICERS OF LINCOIN SAVINGS AND LOAN,
IRVINE, CALIFORNIA;
ELECTION IAW VIOLATION

For information as mentioned in previous communications
in June of 1989, an investigation was initiated regarding subject
CHARLES KEATING as a spin-off from the LINCOIN SAVINGS AND IOAN
Bank Fraud and Embezzlement case. Allegations are that CHARLES
KEATING is a heavy political contributor throughout the country
and has required various employees from his subsidiaries to make
political contributions. The allegations further state KEATING
has reimbursed those employees either through direct
reimbursement or through salary bonuses and other compensation.

Investigation to date has identified approximately 100
people that are either direct employees of a KEATING subsidiary
or the spouse of an employee who had made contributions to
federal candidates during the years 1985 through 1988. In
addition, investigation has determined KEATING, LINCOLN SAVINGS
AND IOAN, AMERICAN CONTINENTAL CORPORATION, and various enmployees
of those entities have also made contributions to various state
politicians in the state of California. The corporations have
also made very large contributions to various tax exempt

This document contains neither recommendations nor conclusions of
the FBI. It is the property of the FBI and is loaned to your
agency; it and its contents are not to be distributed outside
your agency.




CHARLES KEATING

organizations who have documented their purpose as get out the
vote registration. It appears three of those organizations have
a direct tie to the office of California State Senator ATAN
CRANSTON. It appears was an
officer in the tax exempt organizations Which received large sums
of money from AMERICAN CONTINENTAIL CORPORATION.

Investigation in this matter is continuing with
approximately 45 simultaneous interviews to take place the week
of October 2, 1989. The vast majority of the interviews are to
take place in the Phoenix, Arizona area. The individuals to be
interviewed are employees and officers of AMERICAN CONTINENTAL
CORPORATION and LINCOLN SAVINGS AND LOAN who have made political
contributions during the period of 1985 through 1988 to federal
candidates. The purpose of the interviews is to determine the
circumstances surrounding the solicitation of those contributions
and to determine if any of those individuals were reimbursed in
any form by CHARLES KEATING or his organizations.

In addition to the above mentioned interviews, the
interviewing agents wi i i i a Federal Grand

Jury Subpoena for the Federal

| The above interviews have been
carerfully planned and coordlnated between the Los Angeles
Division, the Phoenix Division, the United States Attorney's
Office in Los Angeles, and the United States Attorney's Office in
Phoenix, Arizona.

In view of the above, and the fact that additional
Federal Grand Jury subpoenas will be issued, Assistant United
States Attorneys| Los Angeles
United States AtEormey's Office, is requesting this matter be
upgraded to a full investigation, This matter will continue as
mentioned above upon approval of from the Public
Integrity Section of the Department of Justice and the Public
Corruption Unit at FBIHQ approving the matter to be upgraded to a
full investigation.

2%

bé
b7C

b3
bé
b7C




b6
Bureau b7C

Phoenix OIWS _.02
Los Angeles (56C-LA-101615)(P) SSGEQRLA 2\
(WCC-4/SARA) CHED
(10) SERIAL

FILED




. Y ' .

TRANSMIT VIA: PRECEDENCE: CLASSIFI((,DN:
O(Teletype W [J Immediate [J TOPSECKET
Ol{Facsimile O Priority O SECRET
AIRTEL J Routine [J CONFIDENTIAL
OUNCLAS E F T O
[J UNCLAS
Date 9/27/89

To : Director, FBI (Attention: Criminal Investigative Division)

From : SAC, 10,5 Angeles (56C-LA-101615)(WCC-4/SARA)(P)
Subject : Public Corruption Data Transmittal Form

1. Title: (use additional page if necessary)
See page two.

Re: Los Angeles teletype to the Director, dated 7/3/89.

2. Enciosed are the original and three copies of a LHM for dissemination purposes.
(check if appropriate)

Office of Origin File No. 56C-LA-1016185, 46 ajpha)

G4 Initial submission [ Supplemental submission (check one)

Date opened upon SAC authority 7/2/89

o o &

Level of subject official (See codes on reverse., Use additional pages, as necessary, for
additional subjects.) None at this time.

Level Number of Subject(s)
Level Number of Subject(s)
Level Number of Subject(s)

7. Indicate which of the following investigative techniques have been utilized to date.
{check all appropriate boxes)

(1 - White-Collar Crimes Section, Public Corruption Unit)

Approved: Transmitted Per

bé
b7C

Code Number / Description Code Number / Description
Z1 [0 Acct. Tech. Assist. Z14 ([0 Pen Registers
Z2 O Aircraft Assist. Z15 [J Photo Coverage
Z3 XX Computer Assist. Z18 [J Polygraph Assist.
24 O Consensual Monitoring Z17 [1J Search Warrants Use
z5 O Elsur - FISC Z18 [J Show Money Use
Z6 [ Elsur - Title {ll Z19 {1 Surveillance Squad Use
z7 O Eng. Sect. Field Support Z20 [J] Swat Team
Z8 [J Eng. Sect. Tape Exams Z21 [ Tech. Agent
Z9 0 Hypnosis Assist. Z22 [0 Telephone Toll Records g 2
z10 O Ident Div. Assist. z23 O Group | UCO g@(’/ LA =100 S 23
Z11(A) [J Symboled Informant 224 3 Group Il UCO
Z11(B) [0 Cooperating Witness Z25 (O Undercover - Other  SEARCHED
Z11(C) O Cooperating Subject 226 [J NCAVG/VI - CAP INDEXED
212 O Lab. Div. Exams 227 {J VIA
213 0O Lab. Div. Field Support SERIALIZE
2 - Field Office ' ILED
3 - FBIHQ FIL

. (Number) (Time)
2 -~ Bureau (Enc. 4)

3 - Phoenix (Enc. 3)
(2 - 56C~-LA-101615)
~ ~N - 29D-LA-102009)
et -
(é/ﬁcﬁﬁs Angeles
(HJ)- 56C-LA-101615)
(L - 29D-LA-102009) (SUB) (P)

FBI/00J




. v

8. Type of Corruption Investiga.. . (check all appropriate boxes)

N/A
Code Number/Description Code Number/Description
(A) Judicial Corruption B8) Legislative Corruption
A1 [0 Federal ‘ B1 (O Federal
A2 ] State B2 [0 State
A3 O Local ‘ B3 [0 Local
A4 (T Territorial B4 [0 Territorial
() Contract Corruption (D) Regulatory Corruption
C1 O Federal D1 [0 Federal
C2 [J State D2 [J State
C3 O Local D3 O Local
C4 O Territorial D4 11 Territorial
(E) Law EnforcementCorruption .
Et1 O Federal
E2 O State
E3 OO0 Local .
E4 O Territonial

9. Does corruption involve drug related activity? (check one) [0 Yes ¥l No

10. Statistical Accomplishments (number since last submission)

A. Complaints F. Acquittal -
B. Informants G. Recoveries

C. Indictments - H. Restitutions _

D. Convictions - . Potential Economic

E. Pre-trial Diversions ______ Loss Prevented -

11. Forfeiture Provisions Utilized (check one) [ Yes No

12. Status of Case (check one)

O Pending Preliminary Inquiry
£ Pending Full Investigation
0O Closed

13. Basis fpr Closing (check one)

{0 U.S. Attorney Declination *
{0 Dismissal

O Acquittal

(O Conviction e

[0 Administrative by SAC (no other basis involved)

_ Additional Administrative Data (if needed):

This matter is currently in a preliminary investigation
status. * .

The purpose of the enclosed letterhead memorandum is to
advise as to investigation to date and to request this matter be
upgraded to a full investigation. The Bureau is also requested
to immediately forward a topy of the letterhead memorandum to

Departmental Attorney Public Integrity Section,
Department of Justice.

b6
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56C-LA-101615

1. Title:

CHARLES KEATING, CHAIRMAN;

AMERICAN CONTINENTAL CORPORATION,
PHOENIX, ARIZONA;

UNSUBS ;

PRINCIPALS AND OFFICERS OF AMERICAN
CONTINENTAL CORPORATION;

UNSUBS;

PRINCIPALS AND OFFICERS OF LINCOLN SAVINGS AND LOAN,
IRVINE, CALIFORNTA;

ELECTION IAW VIOLATION;

00: I0S ANGELES
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FD-302 (Rev. 3-10-82) ’ .

FEDERAL BUREAU OF INVESTIGATION

9/21/89

Date of transcription

Stephen Bartlett, United States Representative, Third

Congressional District of Texas, 1113 Longworth House Office
Buildj (LHOB), Washington, D.C. 20515, telephone number b6
&lupon being advised of the identities of the b7c
interviewing Special Agents provided the following information:
On 5/15/89, he appeared as a guest on the "Phil Donahue
Show" which was filmed in Denver, Colorado. The topic for this
show was the Savings and Logn(S & I) Railant At the conclusion
of the filming of this show.
b7D
| Congressman Bartlett
advised the woman to bring this information to the attention of
the United States Attorney. The woman responded that such a
contact would not do any good, and the conversation terminated.
Congressman Bartlett stated| |
| He described
the woman as follows:
Race
Sex
Height
Weight
Hair
Eyes
Age
Miscellaneous
b6
9/11/89 Washington, D.C. 56C-LA-101615;Z ~b7C
Investigation on at File # b7D
SSAs 9/15/89

by

Date dictated

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency;
it and its contents are not to be distributed outside your agency.




FD-3024 (Rev. 11-15-83) ’ .

<

Stephen Bartlett 9/11/89
Continuation of FD-302 of ,On , Page

While returning from the filming of this show,
Congressman Bartlett drafted a letter on the flight, to the
United States Attorney for the Northern District of Texas,
to report this information. He could provide no additional
information.

At the conclusion of this interview, Congressman
Bartlett reviewed the entire video tape of the 5/15/89, "Phil
Donahue Show" and failed to identify the woman who approached him
after the filming of this show.

It is noted that

to Congressman Bartlett, was present during this interview.

b6
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. by the court.

{merican Continenial Chairman, Others

ire Sued by New Federal Thrift Agency

. <

4 ieeses By PAULETTE THOMAS __ . ...

And Roy J.-Harrig Jr, —

Staff Reporters of THE WALL STREET JOURNAL
Launching .a battle in a bitter war, fed-
& eral regulators filed a civil lawsuit seeking
.more than $1.1 billioh from -American Con-
sstinental Corp, Chairman Charles H. Keat-
i"ing Jr., various membets of his family angl
» officers and directors of the-parent of Cali-

=

e BT RANE

‘:..tfprnia‘s Lincoln Savifigs & Loan Associa-
«tion.
L: The suit; filed Friday in U.S. District
s, Court in American Continental’s Phoenix,
;;;fériz., headquarters city, alleges Mr. Keat-.
g+Ing-and his family profited through insider
~, dealing, illegal loans, sham real-estate and
% tax transactions, and the fraudulent sale of
J Lincoln 'stock to employees of the parent
4 company. The suit also named a number of
*wsubsidiaries of American Continenta],
swhich itself 'was taken under Chapter 11
~federal bankruptcy-law protection the day
isbefore Lincoln was seized by regulators
” last April.
Moreover, Mr. Keating and six of the

other defendants Friday were charged
%, With racketeering. DN,
Of the damages N
‘j‘ sought, $250 million
{stém from charges
4 brought undei the
§ Racketeer  Influ-
¢ enced and Corrupt
T 'Organizations’ law
. and could be trebled

Although the suit
« alleges that Lincoln
# sustained total dam-
*ages in excess. of SE,
¢ §1.1 billion, total ;
+ damages could ex- Charles Keating Jr.
= ceed $2.5 billion, according to an attorney
N familiar with the complaint. - i
+ . In addition to naming Mr. Keating, tie
;t: 160-page suit alleges wrongdoing by his
a-Wife, several of their children and their
s, Childréns’ spouses, many of whom work
~ for American Continental or its Lincoin
< unit, based in Irvine, Calif.

.

¥

The action also names William Keating,
harles Keating’s brother and a formpr
‘judge and U.S. congressman from OHio
who more recently was publisher of the
Cincinnati Enquirer. William Keating, who
»was an American Continental director for
»roughly one year, said he received a copy
*of the suit only yesterday and declined to
»comment until after reviewing it.
+ Charles Keating, the 66-year-old real-es-
+tate developer and heavy political contrib-

| %utor to candidates of both political parties,

*has vociferously complained that the gov-
~ernment has waged a personal vendetta
\against him for repudiating its thrift-indus-
;try policies. He was said to be traveling
:and unavailable to comment over the
'weekend. But A. Melvin McDonald, a for-

mer U.S. attorney in-Phoenix who repre-
- sénts American Continental and its princi-
*pals, said the allegations in the suit -are
¢ “trying-to take things-that are completely
t+harmless and trying to make something

Sinister out of them.” He said American
wContinental was “absolutely . .confidenty’
Sthat & jury would find in its favor, v |

& Mr, McDonald said he was struck by -

w'‘the mean-spirited nature of the lawsuit,
L-which isn't surprising. It identifies per-
% sonal members of Mr. Keating’s family+

*“wives, husbands—virtually seeking not

~only .to destroy Keating but to destroy

/| ‘ members of his family as well.” He also

*charged regulators with leaking to re-
*, porters substantial portions of the suit as it
~was being prepared, saying that ‘“‘we've
*now been defending this lawsuit for six
- weeks” in the press. Charging racketeer-
-ing,’ he said, is an attempt “to get sex ap-
speal in their case. These [defendants]
~aren't racketeers, these are people that
. are builders, that have been patriots of this
*country.” “
+ . Charles Keating has said that American
¥ Continental’s acquisition of Lincoln more
vthan six years ago was designed to allow it
10 benefit from liberal California thrift
fyules that pérmitted high levels of dire¢
vestmient in real estate, junk bonds an
Ather activities potentially more lucrativg

4,
13
3
v

-

-~

Jor an S&L. than the tradjtional thrift-indus®
¥y home-mortgage vehicle.

N
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.. Butthe suit by Resolution Trust Corp.—
~tthe first it has filed since being signed into
rllaw by President Bush in August to over-
+Isee sales or mergers of the nation’s insol-
.tvent thrifts—charges that Mr. Keating and
, American Continental acquired Lincoln as
‘a way of using its government-insured de-
; posits as a personal cache for real-estate
~deals. It says they engaged in circular
_ transactions that benefited the Keating
; family and parent-company officials at the
« expense of Lincoln and the savings-and-
loan deposit insirance fund.
For example, the suit contends that

family members sold personal Americafi™|™

Continental stockholdings to American

Continental's employee stock ownership

plan. Lincoln put up $15 million of its prop-

erty as collateral for a loan that the ESOP

needed to buy the Keating stock. The

transaction resulted in a loss to Lincoln of
¢ $11 million, the suit says.

'r The suit also alleges that American
rContinental fraudulently siphoned funds
++ from Lincoln, supposedly to pay the S&L’s
'share of tax liabilities on certain loans.
Regulators say that the loans actually
were sham transactions, and that Ameri-
can Continental used the funds for other
purposes besides paying taxes. The suit al-
leges that Lincoln sustained losses in ex-

© cess of $125 million.

Lincoln also had losses of $76 million,
the suit claims, in a series of loans involv-
ing Rancho-Vistoso, a real-estate project
near Tucson, Ariz. The suit says that the
loans were granted without appraisals of
the real estate, and that American Conti-
nental then drained profits from Lincoln
through a complex series of transactions.
For example, Lincoln sold an equity inter-
est in the project to American Continental,
a purchase the parent financed with pro-
ceeds of “illusory transactions with Lin-

coln subsidiaries,” according to the suit. .|

Some specific allegations could provide

a window on possible criminal charges that

. could be the next step in the legal entan-
glements between Mr. Keating and the fed-
eral government. An industry attorney fa-
miliar with the case said a grand jury in
“Los. Angeles” has been investigating the
rompany for possible crlmmal charges, al-

St e ene

e

though prosecutors there decline to con}—

ment. .

One ‘Case cited in the litigation Fridajy
involved a sale of stock in Memorex Intey-
national in which Drexel Burnham Lam-
bert Inc. played a part. American Conti-
nental was a major customer of former
Drexel junk-bond king Michael Milken.

The suit said Lincoln tried to sell the
Memorex stock to its parent for $2.8 mil-

: Jion, based on a fairness opinion it had ob-

tained from Drexel, but S&L regulators re-
jected the sale. So, according to the suit, a

~ (~Lincoln subsidiary sold the Memorex stock

to a third party for $1 million, and then
American Continental bought the stock for
$2 million from the third party, and later.
resold it for $13.3 million.

For his part, Charles Keating has filed -
suit in federal court in Washington, D.C.,
seeking Resolution Trust’s removal as con-
servator of Lincoln. The RTC subsequently
put Lincoln in receivership. His suit terms
the April seizure of Lincoln’s property un-
constitutional. The company also has filed
a $150 million suit against the regulators,
accusing them of ‘‘a pattern of harassment
and misrepresentation.”

The RTC explained its legal action Fri-
day by noting that “under the assignment
given to us by the president and Congress
to deal with the thrift industry crisis, we
have a clear responsibility to takelegal ac-
tion where appropriate to reduce any
losses to American taxpayers growing out
of fraudulent financial activity.”

Many industry consultants believe that
the thrift could cost taxpayers as much as
$2 billion by the time it is sold, merged or
liquidated.

Mr. Keating, however, lately has been
saying that there isn’t much that could be
recovered from him personally. The execu-
tive, who has been most active recently
.m,.nnmg the Phoenician luxury resort in the
*Arizona capital, contends that he has been
selling off assets and that almost all hi
family’s wealth is in the moribund stock of
American Continental.
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TRANSMIT VIA: AIRTEL
CLASSIFICATION: DATE: 9/27/89

FROM: Director, FBI (56-5959)
To: SAC, Los Angeles (56C-LA-101615) (WCC-4/SARA (P)

CHARLES KEATING, CHATRMAN,

AMERICAN CONTINENTAL, CORPORATION,
PHOENIX, ARIZONA;

UNKNOWN SUBJECTS; PRINCIPLES

AND OFFICERS OF LINCOLN SAVINGS AND
LOAN (S & L); IRVINE, CALIFORNIA;
ELECTION IAW MATTER; OO: ILOS ANGELES

Reference is made to Los Angeles facsimile to FBIHQ
dated 8/25/89.

Enclosed for Los Angeles is an original and three (3)
copies of an FD-302 dated 9/11/89, reporting the results of an
interview of Stephen Bartlett, U.S. Representative, 3rd
Congressional District of Texas, and the corresponding original
notes. Also enclosed is

Enclosures (4)
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FD-3027(REV. 3-10-82)

1
FEDERAL BUREAU OF INVESTIGATION

Date of transcription 10/2/89

|
i . fEéIephone number | | was advised as to
the identities of the interviewing Agents and the purpose of the

interview, at which time she advised as follows: b6

I:l dvised her date of birth | b7cC
and she was born in | Her Soclal Security
[further stated as o

Account Number is|

October 1989, she is moving to|

[ i ladvised she is currentl |
| =1 | Llocated a
| telepvhone number

is involved in land
i States.

| !She advised
evelopment and asset managemun:_:hxgughgut_:he_unltaf
— for that

|

as been employed as
company for approximately |

|]advised prior her employment WithL*_T________H
was with LINCOLN SAVINGS AND TOAN (TST) in
| Her vosition at ISI: was| |

| She W@F in this position from

Prior to working at LSL, Mas with AMERICAN

CONTINENTAT. CORPORATION (ACC) from throug
ACC is located at 2735 East Camelback Road, Phoenix, |

lzona 85016. From
asl lin fhe Real Estate Division. From| |
|

she wasg|
pDuring the period ofl | she was b6
| b7C

[ |advised as H
[Thexr responsibilities included|

|
| In addition, she I

[She also was|

L2
Irvine, California File # 560—LA—101615;2£Z_
T

Investigation on 9/19/89 at

S
by —'r_A_I Date dictated 9/2 6/89 ;

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned

to your agency; it and its contents are not to be distributed outside your agency.




e I3 - i
FD-302a (Rev. 11-15-83) . ‘
Rl

56C-LA-101615

Continuation of FD-802 of ‘ ,on 9/19/89 ,Page

2

. advised during the time she was employed by
ACC and 1ISL, s directly asked to make any political

contributions. did attend one fund-raiser, she believes
in September of 1987, mh;ﬁﬂ was fog She recalls she
was told by hat C S KEATING, JR., had

purchased two tables at the fund-raiser and was. looking for
people to attend the dinner. She recalls the fund-raiser was a
Western Theme and was heldra;_;ha_ABIZQNA]BILTMORE. She recalls
being give o tickets bv The tickets were for
her and| [to attend the fund-raiser.

believes approximately six to eight people could have been seated
at each table. She believes only one table was f£illed and the

other one remained empty during the fund-raiser. |cannot
recall the exact number of people that went to the fund-raiser;

she is sure that both tables were not completely full.
recalls the individuals who attended the fund-raiser as
representatives from the ACC were malnly She does

raiser. was not requested nor did she attend any
additional political fund-raisers during the time she was with
ACC or LSL.

not recall KEATI%G or any other officer attending the fund-

is well aware of other individuals within ACC

and LSL who were requested to make political contributions to
various idates.

HARLES KEATING, JR., she and
| were periodically given a lis€ or Individuals to
contact by telephone to solicit contributions. The list was
given to by CHARIES KEATING, JR., and he would
specify onm the Iist who to call and the suggested amount of

contribution.

[ |advi§ed the| . _ . |

| | who were involved in solic
contributions on behalf of KEATING, wer

In addition, was the only| | out of
the four mentioned abo¥s. THAT was not asked to make a political
contribution. The were asked directly by
CHARLES KEATING and did, in fact, make political contributions.
She recalls that in each instance they were requested to make
contrlbutlons, they were not necessarlly pleased about making the
contribution, however felt obligated to "go along with the band
wagon."

bé
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Continuation of FD-302 of ,on 9/19/89

list to| and on many occasions the list would
include the spouses of certain key executives. In addition, some

key executives fff ACC and LSL were requested to attend fund-

| |sn§fjfically recalls KEATING would provide the

raisers. advised she does not recall speaking directly
to the executive, however would speak to the secretary of the
executive and relay the message that KEATING was requesting them
to make a political contribution.

advised not only was KEATING active in raising
funds for various Federal candidates, he was the founder of an
organization called Citizens for Decency through ILaw. This
organization seemed to sponsor funding raising events and publish
literature concerning The Prevention of Child Abuse, child
Pornography, and Abortion. KEATING would, from time to time,
send out all employee memos re i >ir support in this
organization and its functions.! |recalls, in November
1988, KEATING sent invitations to all employees for a function
called The Children's Ball. The function was to raise funds for
The Prevention of Child Pornography and was being sponsored by
the Citizens for Decency through Law organization. _She recalls
the ball included a dinner at $1,000.00 per plate. | |
recalls she had no intention on going to the ball due to the
expense, however shortly after she received the invitation, she
received a telephone call from)| |advising that KEATING
had, for select individuals, lowered fhe nrice to attend the ball
to $250.00 per plate. At that time felt somewhat
obligated to attend the ball and did pay $500.00 for her and::::]
| to attend the ball at the PHOENECIAN RESORT.

[;;::::::]further stated KEATING seemed to maintain
contact with various high-ranking politicians. Specifically she
recalls he would speak on the telephone once or twice a month to

Senator AIAN CRANSTON. She was further aware that KEATING and
his| would periodically travel to

Washington, D.C. and meet with various senators and/or

congressmen. She recalls KEATING would have al

between
_, THOMAS

4 I 2
e allg —

!stated CRANSTON spoke with KEATING more than
any of th ove senators. She recalls during some of the

bé
b7C
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Continuation of FD-302 of | ,on9/19/89 ,Page

rtelenhQne_cQnnersatinns_KEAmING_bandeuth AIAN CRANSTON, that his
was often in KEATING's

office taking dictation or notes during his phone call.

E;;;;;:;;;advised even though she is well aware and, in

fact, sol ious political contributions, she is not aware

of any reimbursements for those contributions. Based on the

attitudes of various employees, she felt most people who agreed b6
to make contributions were "beholding" to CHARLES KEATING. She bIC
does not recall one instance where the person who was requested

to make the contribution, absolutely refused to contribute. In

fact, she does not recall any specific complaints by the

contributors.

advised loyalty within ACC and ISL was very
prevalent. CHARLES KEATING, JR., would on occasion do very
outlandish generous favors for some of his employees.

In addition to the =bove,[::::::;:ladvised that she and
have reviewed the vi the
Phil Donahue S ] taped on May 15, 1989.
stated she andi iwere unable to identify any
individuals in The office who they recognized as ACC or ISL
employees.
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f] Teletype [] Immediate [ TOP SECRET
Facsimile =] Priority [0 SECRET
[0 Routine [0 CONFIDENTIAL
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Date  9/26/89
1 FM SAC, 1OS ANGELES (56C-LA-101615) (WCC-4/SARA) (P)
2 TO SAC, PHOENIX
3 BT
4 UNCLAS
5 SUBJECT: CHARLES KEATING, CHAIRMAN; AMERICAN CONTINENTAL
6 CORPORATION, PHOENIX, ARIZONA; ET AL; ELECTION IAW VIOLATION; 0O:
7 10S ANGELES.
8 RE I0S ANGELES AIRTEL TO PHOENIX, DATED 8/25/89. ALSO RE
9 CONFERENCE HELD AT THE SANTA ANA RA WITH SUPERVISORS
10 PHOENIX DIVISION; SANTA ANA RESIDENT
11 AGENCY, AND SANTA ANA RESIDENT AGENCY.
12 AS MENTIONED IN THE ABOVE CONFERENCE, INVESTIGATION IN THIS
13 MATTER IS CONTINUING WITH SIMULTANEOUS INTERVIEWS TO BE CONDUCTED
14 THE WEEK OF 10/2 IN PHOENIX, ARIZONA AND ORANGE COUNTY,
15 CALIFORNIA. THE INDIVIDUALS BEING INTERVIEWED ARE INDIVIDUALS
16 WHO ARE EITHER FORMER OR CURRENT OFFICERS OF AMERICAN CONTINENTAL
17 CORPORATION AND LINCOIN SAVINGS AND LOAN WHO MADE POLITICAL
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& FD-302 (REV. 3-10-82)

1

FEDERAL BUREAU OF INVESTIGATION

\ Date of transcription _10/17/89

ate of Birth (DOBY:
ace of Bl (POB) :
advised of the identity of ‘the interviewlng agents and the nature
of the interview. She was lnterv:.ewed at her residence and
provided the following information:

GRAND JURY MATERIAL
DISSEMINATE ONLY Pt URSUANT

|
s
TO RULE 6 (e),, Fed,, R. Crim. P,
Investigationon 10/4/89 at _Phoenix, Arizona File## 56C-LA-101615
SA
by SA Date dictated 10/10/89

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned
to your agency; it and its contents are not to be distributed outside your agency.
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Continuation of FD-302 of __| ,on_ 10/4/89 ,Page 3% b6
b7C
b3
b6
b7C
: . Upon completion of the interview] _ |was served two ' - b3
Federal Grand Jury sub oenas commanded her to b6
| the grand jury located at b7cC
=] ates court ' i Los
Angeles, California, o At this
time, |inquired that if she cooperated further with the

‘investigation (and after she spoke with an "independent third
party") would she still be required to appear before the grand
jury in Los Angeles, California. | was advised that the
: interviewing agents did not have authority to waive the grand
" Jury subpoenas and if she had further questions to contact the

Assistant United States Attorney whose name appeared on the
subpoenas.
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Cranston changes story on Lincoln |

Senator now says he
might have quizzed
key S&L. regulator

By Larry Liebert
San Francisco Chronicle

WASHINGTON — Sen. Alan
Cranston, D-Calif., has changed
his story about his attempts to in-
tervene on behalf of Lincoln Sav-
ings and Loan of Irvine, which was
seized by federal regulators after
its owners allegedly looted it of
more than $1.1 billion in assets.

Cranston acknowledged for the
first time this week that he and
three other senators “may well
have’ quizzed the top regulator of
the. savings and loan industry
about a rule that limited Lincoln’s
riskier investments.

It is a significant change from
his earlier responses on the issue.

He insisted previously that the
senators’ sole purpose was to seek
a speedy conclusion to a long-run-
ning investigation of the savings

%

(Indicate page, name of
newspaper, city and state.)

0/‘am7‘e Ca«n*/y fejf'ﬂlff'
fa«;»z AY¥

Date: /D/S/??
Edition:

oV LINColL N

Character:

o Sbc~LA- 107605

Classification:
Submitting Office: A A

Title: CLANSTon) CHANGES STORY

P

Indexing:

SEARCHED _ INDEXED __|
SERIALIZED . FILED _]

0CT 25 1

f g o] LD AN O

and loan, and angrily rejected a
conflicting account by the regula-
tor, Edwin Gray.

Lincoln was seized in April by
federal regulators. Last month, the
government filed a civil suit that
accused former owner Charles
Keating Jr. and associates of “‘ille-
gal, fraudulent and imprudent”
schemes that will force taxpayers
to pay for a multibillion-dollar res-
cue of the troubled .savings and
loan. -~

The explosive political question
is what role Cranston and other re-
cipients of Keating’s campaign
contributions may have played in
frustrating federal attempts to po-
lice the Lincoln operation.

The debate revolves around a
meeting in April 1987, when top fed-
eral savings and loan regulator
Gray was summoned to the Capitol
by Cranston and three other sena-
tors who had received large contri-
butions from Keating and his asso-
ciates.

The senators have denied Gray’s
allegation that they improperly
pressured him to drop a regulation

limiting Lincoln’s investments in
speculative land deals, junk bonds
and other risky ventures.

But Cranston did not offer his
usual flat denial when asked in an
interview this week whether the
senators had discussed the regula-
tion with Gray.

““There may well have  been
some discussion of the reg. I be-
lieve so. I think it’s logical that
there would have been (discussion
of the regulation), but I don’t recall
it,” Cranston said in an interview
with the San Diego-based Copley
News Service.

Cranston said that discussing the
new restriction on risky savings
and loan investments with Gray
was “logical’’ because “it had just
happened and it was causing a
commotion.” Keating bitterly op-
posed the regulation.

Referring to a lawsuit Keating
had filed to block the restriction,
Cranston said, “I think it was not
improper to explore whether or not
it should be delayed until the law-
suit determined the situation.”
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By Beth Barrett
Los Angeles Daily News

LOS ANGELES — A top Califor-
nia banking regulator says Sen.
Dennis DeConcini, D-Ariz., inter-
vened with Gov. George Deukme-

'jian’s administration in an effort to
i squelch concerns over Lincoln Sav-
"ings and Loan’s financial problems
| last spring, according to an FBI
document.
i The internal document, a copy of
! which was obtained by the Los An-
" geles Daily News, indicates that
California Savings and Loan Com-
' missioner William Crawford said
' his boss, Business, Transportation
and Housing Agency Secretary
John Geoghegan, told him that De-
Concini had called in April and
asked that information about Lin-
coln be suppressed pending sale of
Irvine-based Lincoln.

Lincoln was seized by federal of-
‘ficials a few days later, and federal
.regulators estimate that it will cost
‘taxpayers up to $2.5 billion, the
.savings-and-loan rescue pro-
‘gram’s largest single bailout.

In an interview last week, Craw-
ford confirmed the statements con-

tained in the FBI document, but
said he ignored the suggestion tobe
rquiet and that Geoghegan did not
pressure him to stop his criticisms.
"The department had blocked a pre-
vious Lincoln sales attempt by its
owner, Charles H. Keating Jr.,
ehairman of American Continental

. Corp.

i “They just wanted me to be quiet

_and let them do their dirty deal,”
! Crawford said. “‘(Geoghegan) was
! relaying the message. I said, ‘No
| deal.’ I said I wouldn’t keep my

| mouth shut.

Sen. Dennis DeConcini
‘1 see no conflict of interest’

“They didn’t want us saying this
(Lincoln sale) is a goofy deal, but it
was a goofy deal,” Crawford said.

In interviews and a prepared
statement, Geoghegan and DeCon-
cini acknowledged the phone call,
but said it was informational and
that DeConcini did not seek special
treatment for Lincoln.

The FBI document was written
in May and was based on criminal
referrals from federal regulators
regarding Lincoln and its parent,
American Continental of Phoenix.
But it states that the information
does not reflect conclusions or rec-
ommendations by the FBI.

Fred Reagan, an FBI spokes-
man in Los Angeles, said the agen-
cy would have no response, and
would not discuss the document.
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Regulator says Arizona senator
intervened for Lincoln Savings

Deukmejian, who received at .
least $75,000 in campaign contribu-
tions from Keating and his asso-
ciates, refused to comment, said"
his spokesman Kevin Brett. ‘

DeConcini, who received $48,100
in Keating campaign contribu-
tions, responded to questions from
the Daily News in a written state-
ment Friday.

“I see no conflict of interest in
contacting a regulator from anoth~
er state on behalf of a company
that has a $50 million payroll in my
state, over $1 billion in loans and
investment and 1,500 employees, in
spite of the fact that some of the
company’s executives contributed'
to my campaign,” he said.

DeConcini further said he did not |
ask state regulators to cease their ;
critical comments of Lincoln, but
called Geoghegan after he talked
with Danny Wall, head of the Office '
of Thrift Supervision in Washing- ,
ton, DC.

“Danny Wall indicated that he
thought (Geoghegan) would bhe on-
posed to the Lincoln sale,” DeCon- |
cini said.

“T asked John (Geoghegan)
what his position would be on the
Lincoln sale. He indicated he |: ’
would not have a position because
they would have no authority.” |

DeConcini, Sen. Alan Cranston,
D-Calif., and three other senators
— John McCain, R-Ariz., John
Glenn, D-Ohio, and Donald Riegle
Jr., D-Mich. — previously have
been accused by former Federal
Home Loan Bank Board Chairman
Edwin Gray of intervening* with
federal regulators on behalf of Lin-
coln after accepting contributions
totaling more than $1 million from |
Keating and his associates.
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Misde- i Misde- H i i t ' i T
meanor ’ | meanor : . ) \ . j i
Total ' i Total
O pea i Fines 03 Prea T . Fines
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Group calls

! for probe

\, of Cranston

) Ties to Lincoln S&L
brought into question

By Jeff Weir
The Register

i WASHINGTON — The Common

| Cause lobbying organization all

but accused Sen. Alan Cranston, D-
Calif., and four other senators Fri-
day of strong-arming savings-and-
loan regulators in 1987 on behalf of
beleaguered Lincoln Savings and
Loan of Irvine.

Common Cause President Fred
Wertheimer called on the Justice
Department and the Senate Ethics
Committee to investigate whether
the senators violated ethics laws
when they prodded regulators to
stop “harassing” Lincoln officials.

Regulators at the time were in-
vestigating the speculative invest-
ment practices that would lead to

\

Space Below)

L

Lincoln’s collapse earlier this

year. ‘

Lincoln’s demise could cost tax- |
payers more than $2 billion to re-

pay depositors who lost money.

Meanwhile, the bankruptcy of its

parent company, American Conti-
nental, could cost about 20,000

Southern Californians who bought

insured corporate notes through

Lincoln’s branches more than $200
million.

The request for an ethics investi-
gation comes days before the be-
ginning of House Banking Commit-
tee hearings into why regulators
failed to shut Lincoln in 1987.

+ American Continental Chairman
Charles Keating is one of two dozen
witnesses who have been subpoe-
naed to testify before the commit-
tee, whose hearings begin Tues-
day.

“We are not reaching conclu-
sions today about violations,”
Wertheimer said at a news confer-
ence. “We are saying that this mat-

ter is very serious and feel it’s time

' for an investigation.”

.Wertheimer also asked the Jus-
tice Department to determine
whether Keating violated federal
 election laws in attempts to influ-
ence the senators.

“The joint intervention ... into a

case involving alleged violations
by a specific company ... appears
to be an extraordinary action,”
Wertheimer said.

All five senators received thou-
sands of dollars in campaign con-
tributions from Keating and his af-
filiates before their two meetings
with savings-and-loan regulators
in April 1987.

Cranston, who has readily ac-
knowledged and defended his ac-
tions on behalf of Lincoln, received
$47,000 in contributions from Keat-
ing, Keating’s family and various
companies.

Keating also channeled $850,000
in corporate donations to three vot-
er-registration groups that were
founded or controlled by Cranston.

Keating, a Phoenix millionaire,
has been sued by the federal gov-
ernment, which accuses him of
looting Lincoln of its assets.

Cranston and the other four sen-
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ators — Dennis DeConcini, D- |
Ariz., John McCain, R-Ariz., John
Glenn, D-Ohio, and Donald Riegle
Jr., D-Mich. — denied any wrong-|
doing Friday and promised to co-
operate with any probe of their ac-
tivities on behalf of Lincoln and
Keating.

The collapse of Lincoln Savings
has become a hot economic and
political issue in Washington for
two key reasons: the careers of the
five senators have been damaged
by the disclosure of their ties to
Keating, and Lincoln’s losses could
trigger the nation’s most expen-
sive savings-and-loan bailout.

Cranston, in his strongest com-
ments to date on the episode, said
regulators should be forced to ex-
plain why they didn’t shut Lincoln
down in 1987, instead of waiting un- |
til this April.

Also, after evading the contro-
versy for months, he uprovided a

bé
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lengthy explanation of his attempt
to sort out Lincoln’s problems with
the regulators.

“Iwent to the April 2, 1987, meet-
ing with (federal bank board chair-
man) Ed Gray to get decisive ac-
, tion,” Cranston said. “‘I told Chair-

man Gray, ‘Do something to end
the inordinate delay in the exami-
nation of Lincoln. If Lincoln was
. violating regulations, take appro-
priate action against it. If Charles
Keating had broken any laws,
bring charges. But if a case could
not be made against Lincoln, then
bring a halt to what appeared to be
| the harassment to which Lincoln
\ was being subjected to by your reg-
ulators.’ »

Cranston, who has been embar-
rassed by news reports of his in-
| volvement with Keating, also char-
acterized Keating as just another
constituent who needed help from
his senator.

“I estimate that during the 20
years I have been in the Senate I
have helped 300,000 individuals and
businesses cut through the red tape
and delays of the federal bureau-
cracy. After checking the facts as
they were known at the time, I con-
cluded that Lincoln had a legiti-
mate complaint,” Cranston said.

Now, Cranston added, Keating
should be investigated for possible
criminal wrongdoing because of
the way he ran Lincoln into the
ground. ’

Keating’s management of Lin-
coln Savings and the now-bankrupt
American Continental 'already is
being investigated by numerous
agencies, including the US Attor-
ney’s office. The government,
which filed a civil suit against
Keating and his associates last
month, is trying to recover $1.1 bil-
lion in damages.

An attorney for Keating, Leon-
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Sen. Alan Cranston
He and colleagues deny wrongdoing

ard Bickwit, said Friday that Keat-
ing legally was entitled to solicit
the senators’ help in his lengthy
battle against, state and federal
regulators. |

Register staff writer Jonathan
Lansner contrib/ited to this report. |
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Ties to former chief of Lincoln S&L
proving disastrous for politicians

By Jonathan Lansner
The Register

It was the spring of 1987, and
Charles H Keating Jr. needed a
hand.

Federal regulators were prepar-
ing to take Irvine-based Lincoln
Savings and Loan away from Keat-
-ing’s company, American Conti-
nental Corp. ‘

A major ally, a Lincoln borrower
who sat on the Federal Home Loan
Bank Board, was embroiled in an

ethics fight over his ties to Keating

and would soon resign.
Undaunted, Keating tried to use
his substantial political influence

Committee begins a series of hear-
ings into the scandal surrounding
the collapse of Lincoln Savings,
which was taken over by the gov-
ernment 5ix months ago.

Insuring Lincoln’s depositors is
expected to cost US taxpayers
more than $2 billion, which would
make it the most expensive sav-
ings and loan bailout. Additionally,
the bankruptcy of American Conti-
nental in April leaves 23,000 inves-
tors with more than $200 million in
uninsured corporate notes that ap-
pear to be worthless.

Lawmakers are likely to be look-
ing inside the legislative branch as
well as the regulatory process for
answers. ‘

At the heart of the investigation
is how Keating was able to get the
bank board to wait two years to
seize Lincoln after its San Francis-

in Washington in other ways.

He got five US senators together
to twice to interrogate regulators
about their investigation.

And, the Register has uncov-
ered, Keating was able to win
broad congressional support for
the man he was backing as the next
chairman of the bank board — a
Denver businessman with ties to a
Lincoln borrower who now is a key
player in the unfolding scandal at
the US Department of Housing and
Urban Development..

Thirty months later, those ac-
" tions are still in the natidnal politi-

cal spotlight.

On Tuesday, the House Banking

co office had detailed the savings
and loan’s problems.

Much of the attention will be
placed on why members of Con-
gress went to bat for Keating.

“I think in the future I'll give
much more scrutiny in the future
when a constituent comes running
saying, ‘I need justice,’ >’ said Sen.
John McCain, R-Ariz., whose polit-
ical career has been stained by his
relationships with Keating that in-
clude attending the two meetings.

1 think it very obvious that Mr.
Keating was very politically ag-
gressive.”

Keating, who could not be
reached regarding this report, has
defended his political sway in the
past. At a press ‘conference in
April, Keating made o bones
about whether his political contri-
butions had bought him influence:
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“I want to say.in the most forceful
way I can: I certainly hope so.””

“With politics, Keating was able
to postpone his day of reckoning,”
said Rep. Jim Leach, R-Iowa, a
member of the banking commit-
tee. ‘“The facts speak for them-
selves. ... Congress may have its
own Watergate unfolding.”

In early 1987, Keating’s Ameri-
can Continental Corp.’was feeling
regulatory heat from federal offi-
cials based in San Francisco, who
were calling for the government to
take control of Lincoln.

Keating and regulators dis-
agreed vehemently on thé propri-
ety of the speculative ventures that
Lincoln had invested billions in:
junk bonds, takeover plays, land
devlopment and luxury hotels.

When Edwin Gray, then'the bank

Please see LINCOLN/5
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board’s chairman, moved to cut
back the ability of Lincoln and oth-
ers to use federally insured depos-
its on such bets, Keating exploded.

He hired various consultants —
at one time at least three former
congressmen and a former Califor-
nia savings and loan commissioner
— to fight the new rules. He sued
the bank board.

And in November 1986, Atlanta
attorney Lee Henkel was appoint-
ed by the Reagan administration to
join Gray on the bank board. -

Henkel quickly proposed rules
that would have helped Lincoln out
of its regulatory predicament by
putting a “grandfather” clause in
the new rules. It was soon learned
that Henkel had ties to companies
that had borrowed more than $50
million from Lincoln.

That bothered the then-chair-
man of the Senate Banking Com-
mittee, William Proxmire, who
asked the Justice Department to
investigate. By the end of March
Henkel had resigned.

At the same time, it was obvious
that Gray would not return to the
bank board after his term expired
June 30. Two men emerged as the
leading candidates to be the na-
tion’s top savings and loan regula-
tor.

- One was M. Danny Wall, an aide
to Sen. Jake Garn, R-Utah, rank-
ing minority member of the Senate
B%nking Committee. Wall got the
job.

His chief opponent was Philip
Winn, a Denver real-estate devel-

- opef who recently ended a one-

year tour as the US Ambassador tg
Switzerland.

Winn, according to press reports
at the time, had the support of as
many of 90 members of the House
and Senate,

Keating, Gray said last week,
was the man.who put Winn’s candi-
dacy in motion. ’

“It was clear that Keating want-
ed Winn as chairamn,” said Gray,

now a Florida savings and loan ex- |
ecutive. “I was quite concerned.””

The congressional endorsements
for Winn came despite his links to
MDC Holdings, a Denver real es-
tate company. Winn, who once ran
for governor of Colorado as a Re-
publican, served as a director of

MDC in 1985 and 1986 and as a di- |

rector on a real estate investment
trust managed by MDC until
March 1988, when he took the Swiss
ambassadorship.

MDC was one of Lincoln’s major
borrowers. The government has al-
leged in a suit against Keating and
others that MDC helped American
Continental book phony profits
through complex swaps of proper-
ties.

- MDC recently settled charges

with the Securities and Exchange
Commission without admitting or
denying that it improperly booked
profits on several real-estate deals
it made, including ones with Amer-
ican Continental.

*‘Nothing is coincidence with Mr.
Winn,” said Rep. Christopher
Shays, R.-Conn. He is a member of
the House Government Operation
Committee looking into the scan-
dal in the Department of Housing
and Urban Development.

Winn, who served as a ranking
HUD official in 1981 and 1982, is at
the heart of the agency’s problem,
Shays said.

At a recent hearing before the
House committee, which at the
time did not know of Winn’s bank
board encounter, Winn defended
his action involving HUD as a pri-
vate businessman as proper. The
Register was unable to reach Winn
for further comment.

The House committee charges
that in one 11-month period in 1986
and 1987, Winn and his associates
were able to get one-eighth of all
approvals for a coveted HUD reha-
bilitation program.

“He has a lot of friends,” said
Shays.

Just as Winn's futile campaign
for the bank board spot was rolling
along, Keating pulled off his most
notable political coup: persuading
five US senators to lobby regula-
tors twice on.behalf of American
Continental.

What the San Francisco regula-
tors had uncovered about Lincoln
was eventually to form the basis
for the charges of mismanagement
and fraud contained in a $1.1 billion
suit filed against Keating, his fam-
ily and company officers by the
government last month.

But Keating branded the regula-
tors’ two-year review of Lincoln’s
books as vindictive. In assembling
the senators, Keating — a staunch
Republican — showed how he used
political ties that seemed rarely

ﬁa«]c‘ 2

tied to a politician’s-philosophy.

His campaign funds flowed
swifty to those who would aid Keat-
ing’s cause:. to let saving. and
loans invest their federally insured
deposits in whatever business they
chose.

One of those tied to the right-
wing Keating is California’s top
liberal Democrat, Sen. Alan Cran- .
ston. The senator got $47,000 in.
campaign  contributions from
Keating and his associates, who-
also donated $850,000 to three voter
registration organizations, includ-
ing one headed by Cranston’s son.

Also attending were senators
McCain; Dennis DeConcini, D-
Ariz.; Donald Riegle, D-Mich.;
and John Glenn, D-Ohio. All five
lawmakers, each who received
substantial political campiagn con-
tributions from Keating, have de-
nied any wrongdoing in connection
with the meeting.

The first gathering — minus Rie-
gle — was held April 2 at DeConci-
ni’s office in Washington late one
afterncon with Gray. The second
one, which Cranston attended only
briefly, was a week later at the
same spot with officials from the
Federal Home Loan Bank of San:
Francisco, Keating’s adversaries.

“I went to the April 2, 1987 meet-
ing with Ed Gray to get decisive
action; to get Ed Gray and the
bank board to act — one way or -
another, sooner rather than later,”
Cranston said in a statement re-
leased Friday after the Common
Cause lobbying group called for an
ethics investigation of the five sen-
ators. ‘&
Gray revealed earlier this year
that the senators at the first meet-
ing had asked him to change indus-..,
try rules to benefit Keating. Al
though the senators vehemently

* denied this, Cranston recently did>

an about face regarding his recol:2
lection of those meetings — admit:,,
ting that senators may have acted
improperly about the rule change.:

—
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 Lincoln’s parent company,

By Jonathan Lansner
The Register

Lincoln Savings and Loan’s ex-
tensive political reach included the
House of Representatives where
an influential Georgia congress-
man had political ties to the institu-
tion’s former parent company.

Rep. Doug Barnard, D-Ga., ac-

+ knowledged Monday that Ameri-

can Continental Corp. Chairman

. Charles Keating, his family and his

business  associates  donated
$20,000 to his campaign during 1985
and 1986. Barnard’s campaign

' raised $347,000 in those two years
" for his 1986 re-election to the
. House, according to Federal Elec-

tion Commission records.
Keating’s company lost control

" of Irvine-based Lincoln in April
: when it was seized by federal regu-

lators. The government has filed a
$1.1 billion fraud and racketeering
suit against Keating, family mem-
bers and company officers for the
mishandling of Lincoln.

Barnard insisted that there was
nothing wrong in Keating contrib-
uting to his campaign to represent
a rural district of Georgia.

“My skirts are clean. ... My con-
scious is fully clear,” Barnard said
of his relationship with Keating.

When the House Banking Com-
mittee — of which Barnard is a
member — begins a series of four
hearings today on Lincoln’s de-
mise, Keating’s political ties are
likely to be examined. Already,
five US senators have been criti-
cized for meeting twice with regu-
lators in April 1987 about Lincoln.

Keating, through his attorneys,
repeatedly has defended his busi-
ness and political activities.

Barnard, a former banker who

Georgia congressman linked

during his eight terms in Congress
has developed a reputation as a
supporter of business interests,
has been chairman of the House
Commerce, Consumer and Mone-
tary Affairs subcommittee since
1982.

That subcommittee in 1985 held
hearings on new twists in the sav-
ings and loan industry such as di-
rect investment in businesses and
collecting deposits through whole-
sale operations. This contrasted to
the industry’s traditional role:
making home loans and gathering
deposits from small savers.

Keating testified in front of Bar-
nard’s committee in support of
both tactics.

Barnard, who sided with Keating :
on those issues, also has been a |
strong supporter of tougher regula—
tory powers, especially when it

ment. Barnard’s committee issued
a report in October 1988 that gave
Congress a view of widespread in-

sider abuse at the nation’s savings

and loans.

“As a former businessman, Iam |
very sensitive to the appearance of !

a conflict of interest — I see noth-
ing here,” Barnard said.

Edwin Gray, who was the bank
board’s chairman through June
1987, said he was aware of Bar-
nard’s support for Keating causes.

In an interview last week, Gray
said that in the fall of 1986 Barnard
asked about the lengthy investiga-
tion that federal regulators in San
Francisco were conducting into
Lincoln’s finances.

Barnard said he recalled the
meeting, but claimed he did not
come to bat for Keating.

“I never asked Ed Gray any—
thing for Keatmg,” Barnard said.

—d
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Senators told t
defend ties to
L| ncoln

'S&L’s failure threatens severa
' careers; House hearings begin

By Jeff Weir
' The Register

WASHINGTON — The financial

© mayhem caused by the collapse of
Irvine-based Lincoln Savings and

- Loan ignited a political soap opera
on Capitol Hill Tuesday that

| threatens the careers of several
prominent lawmakers, including
Sen. Alan Cranston of California.
While the House Banking Com-

. ittee launched its inquiry into
" the regulatory mistakes that en-
!; abled Lincoln to avoid closure two

.

takes in this thing, but he made no
| agreerments with  Keating,”

gone to that meeting, and he
should not have taken so much
- money from one man, even though
it was on behalf of a good cause.
He let his zeal for the cause get in
the way of his good judgment.”
Arizona Senator Dennis DeCon-
cini, in a four-page account pre-
pared for the Senate Ethics Com-
mittee, said he had acted on be-
half of thousands of Arizona
residents employed by Keating’s
companies, “not for a single con-
stituent.”
As Cranston and his colleagues
— each of whom deny any ethical
impropriety — scrambled for cov-
- er Tuesday, members of the

) Flander said. ‘“He shouldn’t have

years ago — long before it ran up
$2 billion in losses for federal tax-
payers — the Senate Ethics Com-
mittee asked Cranston and four
colleagues to defend the actions
they took in 1987 on behalf of Lin-
coln’s owner, Charles H. Keating
Jr., to keep the institution afloat.

The five senators met with regu-
lators in April 1987 to discuss
Keating’s complaint about an ex-
amination of Lincoln’s finances
that had dragged on for months.
All five, in addition, had received
substantial campaign contribu-

House Banking Committee tried
to find out whether regulators, or
politicians, were primarily re-
sponsible for letting Lincoln be-
come the costliest savings and
loan bailout in history.

The nation’s top banking regula-
tor, L. William Seidman, chair-
man of the Federal Deposit Insur-
ance Corp., testified emphatically
that if he’d been in charge, Lin-
coln would have been forced to
stop its “hazardous operations”
two years ago. He also said, in
what appears to be a veiled refer-
ence to the political intervention
on behalf of Lincoln, that regula-
tors must be “free of political
pressires” to do their jobs.

‘““The importance of the regula-

_tors’ independence cannot be
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tions and, in the case of Arizona
Sen. John McCain, gifts from
Keating, the Phoenix millionaire
Wwhose American Continental
Corp. owned Lincoln Savings.

Cranston’s campaign has re- |
ceived $35,000 from Keating and '
his affiliates. A Cranston-orga- |
nized voter registration campaign
in 1988, moreover, collected an
$850,000 corporate donation from |
Keating.

Cranston’s press spokesman, |
Murray Flander, said Tuesday
that Cranston would cooperate |
with congressional investigators
to iron out whatever “wrong im-
pression’’ people may have gotten
about Cranston’s relationships |
with Keating.

‘““Alan Cranston has made mis- |

overstated,”” he said. “‘Staff must
be authorized to carry out its man-
date of supervision of financial in- |
stitutions without fear of outside |
influence. If Lincoln teaches us |
anything, it tells us that this group
of government employees must be |
free to take action necessary to

maintain safety and soundness.

They are the essential thin qu%@..-[‘p; x\'olb(B, %

o e

line protecting the financial sy:

tem and the taxpayer from bi}li011 b6
dollar insurance losses.” b7C
Even though regulators in San |

Francisco wanted to crack down
on Lincoln’s investment practicey
in May 1987, the savings and loan, RN
was not seized by the government | ]
until April 14 of this year. The day I AU

Z,
>0 1939

before, Keating placed his Ameri- }
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| can Continental Corp., which con-
! trolled Lincoln and at least $95 mil-
 lion of its deposits, into Chapter 11
‘)‘ bankruptcy.

i “We're looking at the biggest
| bank heist in history,” said Rep.
Jim Leach, R-Iowa, at the commit-
 tee’s first of four hearings on Lin-
 coln.

The decision to delay enforce-

ment action against Lincoln was
made by M. Danny Wall, the top
regulator of US thrifts, who took
office in July 1987 — three months
after the five senators met with
various regulators to discuss Keat-
ing’s complaints.
{ Seidman, a diplomatic bureau-
‘crat, sidestepped numerous oppor-
'tunities during the committee
‘hearing to criticize Wall’s action.
When asked, point blank, why Wall
waited so long to move against Lin-
coln, he said, ‘I have no idea.”

The government, which claims

tions. The FDIC, he added, is stren-
uously investigating whether Lin-
coln’s assets were used improperly

. for political donations.

“We will be looking at -every
piece qf evidence we can find to
determine whether or not laws

. were violated with respect to politi-

cal contributions,” Seidman said.
Rep. Henry Gonzalez, a Texas
Democrat and chairman of the
House Banking Committee, said
the Lincoln saga represents one of
the sorriest, and most avoidable,
fiscal disasters in the country.
“The sad fact about this failure
is that the warning signs were

| there and the stop signs posted in

time to prevent much of the loss,”
he said. “But the Federal Home
Loan Bank Board, instead, waved

- the institution through the stop sig-

nals and let it continue racing down
the fast lane until it crashed, tak-
ing the vpubli(;’s money with it.”

—_—

R

that Keating looted Lincoln of its \
assets by churning loans and in- |
vesting money in risky junk bonds
and raw land, sued Keating and his
family last month for $1.1 billion.
Seidman conceded Tuesday, how-
ever, that taxpayers are not likely
to recover more than a fraction of
their losses from the civil fraud
and racketeering lawsuit.

The suit contends that Keating .
broke banking regulations, forged .,

documents, made ‘‘sham real es-

tate transctions,” and paid exces-

sive salaries — in the millions of
dollars — to himself and members.
of his family, among other
charges.

Seidman also disclosed that his -

agency may pursue legal action
against people who were on the re-
ceiving end of Lincoln’s loans,’ as
well as the accountants, lawyers,
appraisers and investment brokers

who were involved in the transac- \

“Lincoln was like a rogue ele-'
phant run amok,” added Rep.
Chalmers P. Wylie of Ohio, the se- |
nior Republican on the committee.

Seidman also said the FDIC has!
no plans to pay off 23,000 Lincoln:
customers, many of them retirees, |
who purchased $255 million in
bonds from American Continental,
through  Lincoln’s  California|
branches. 1

Keating, who claims that he has.
been persecuted by regulators, has.
been subpoenaed to testify before!
the committee on Nov. 7. Wall is
also scheduled to testify Nov. 7.

The next banking committee
hearing on Lincoln is scheduled for
Oct. 24. Among those slated to tes-
tify are William Crawford, com-
missioner of the state Department |
Savings and Loan, and several |
workers for the state Office of!
Thrift Supervision. ;
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By Mark Barnhill and Beth Barrett
Los Angeles Daily News

Federal banking regulators be-
lieve that illegal political contri-
butions frem the assets of Lincoln
Savings and Loan were laun-
dered through employees of thé
failed thrift, the Los Angeles Dai-
ly News has learned. .

| The allegations were made by
regulators investigating the $2
billion collapse of Lincoln, and
the information has been for-

ivlemo aileges Linc |
laundered political contributions  « séc-en-rores

warded to the FBI in a referral
for criminal investigation.

A confidential FBI summary of
the referral, obtained by the Dai-
1y News, said that banking regu-
lators determined that the contri-
butions were directed by Charles
H. Keating Jr., chairman of Lin-
coln’s parent company, Ameri-
can Continental Corp.

“A former officer of Lincoln
Savings has admitted to accept-
ing an inflated sal«ry with the un-
derstanding that part of the sala-

{Mount Clipping in Space Below)

e T

oln S&L workers
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[Tme: CHAELES KEATING

Oftice: LA

ry should be contributed to the
campaigns of various legislators
at the direction of Charles Keat-
ing,” the May 9 document states.

Federal election laws prohibit
an individual from making a po-|
litical contribution in the name of

another individual. |
The FBI refused to discuss the |

document or provide details of
the criminal referrals by the Fed- |

eral Home Loan Bank Board and
the Federal Deposit Insurance
Please see LINCOLN/3

I DR L
| FROM 1

i Corp.
| Neither Keating nor his attor-
| ney, A. Melvin McDonald, re-
i turned phone calls seeking com-
! ment.

William Crawford, director of
the California Department of Sav-
ings and Loan, said that a former
 high-ranking official at the failed
| thrift revealed details of the ar-
| rangement to him in April.

The official received a ‘‘substan-
tially inflated salary”’ and was di-
rected both to make political con-

' tributions in his own name and to

! reimburse other employees who
were ordered to contribute, Craw-
ford said.

“The company was paying for
the political contributions and
laundering the money,” he said.
““The policy was to inflate salaries.
+ He’d get a phone call and someone
would say: “You write a check.’”

The phone calls were placed by
“people high up in the organization
... subordinates of Keating,” and
not by Keating himself, Crawford
said.

Crawford confirmed that the of-

.

—

dent and chief executive of Lin-
coln. Crawford said that Fidel
called him after federal officials
seized control of Lincoln in April.

“I think Ray Fidel is a clean-cut
guy,” Crawford said. ‘‘He had as-
pirations for a career and his ca-
reer was shot.”

Fidel declined to be interviewed

last week, saying, “The war is
among other people. I want to stay
out of it.”
. FDIC Chairman L. William Seid-
man told the House Banking Com-
mittee last week that his agency is
investigating whether Lincoln
funds were illegally used for cam-
paign contributions to buy political
influence.

Seidman would not provide de-

tails of the inquiry, but said investi- *'Wllim c.—

gators “will be looking at every
piece of evidence we can find to
determine whether or not laws
were violated with respect to politi-
cal contributions.”

The banking committee opened
hearings last week into the Lincoln
failure, which is expected to cost
federal taxpayers more than $2 bil-
lion and was described as ‘‘the big-

ficial was Ray Fidel, former presi- _gest bank heist in history,” by Rep. _

Said he was told of laundering deal

-

Jim Leach, R-Iowa.

Committee members hope Loﬁe- :
termine why federal regulators.did.
not act sooner to take controf of '
Lincoln, which government offi--}--
cials believed as early as 1986 to be |

spiraling toward insolvency.
A central question 'is whether

Sen. Alan Cranston, D-Calif., and |

|
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four other lawmakers who togeth-
" er received more than $1.3 million
in contributions and other money
through Keating intervened im-
properly with regulators to shield
Lincoln from a federal takeover.
The four other lawmakers are
Sens. Dennis DeConcini, D-Ariz.;
John McCain, R-Ariz.; John Glenn,
. D-Ohio; and Donald W. Riegle Jr.,
D-Mich.
' In April 1987, the senators met
with federal regulators and
pressed Lincoln’s case at the
i height of a three-year investigation
\ of the failing institution.
| In an unprecedented move later,
the Federal Home Loan Bank
= Board transferred supervision of
! Lincoln from its San Francisco of-
| fice to Washington and ordered a
il whole new investigation.

All five senators have said that
\F they urged regulators only to con-
| clude their investigation of Lincoln
. one way or the other and did not try
| to influence its outcome.

But the watchdog group Com-
. mon Cause last week asked the
. Senate Ethics Committee to inves-
. tigate, and called on the Justice
[/ Department to determine whether

' .
Charles H. Keating Jr.
| Allegedly directed contributions

e e o)

Keating’s political contributions
“constituted a violation of federal

election laws or any other stat-
utes.”

Cranston solicited nearly $1 mil-
lion in contributions from Keating,
including $47,000 for his re-election
campaign, $85,000 to the California
Democratic Party and $850,000 for
three voter-registration drives.

Glenn received $34,000 in cam-
paigi contributions and $200,000
for a political committee he con-
trolled.

DeConcini received $55,000 in
campaign contributions; Riegle
collected $76,100 for his campaign;
and McCain received $110,000 in
campaign  contributions and
$13,000 in gifts. °

DeConcini and Riegle since have
returned the contributions, and
McCain repaid $13,000 for air
transportation and other gifts.
Glenn and Cranston have declined
to give back the money, saying it
would be an admission of improper
behavior.

But Murray Flander, Cranston’s

press spokesman, said that Cran-
ston would reconsider.

®
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FEDERAL BUREAU OF INVESTIGATION

Date of transcription 10/ 4/ 89
residence _ )
| After beingladvised of the 1dentity of the
interviewing agents, | provided the following
information: |
| provided the following descriptive
information:

Current employer

Place of birth
Date of birth
SSAN

Education
Certification
Spouse

Spouse’s employer
Children

Work telephone #

I | agvised that he worked with| |for

| [unde |prior to going with AMERICAN
CONTINENTAIL COR 0 ACC) . | |]advised that he was
employed with AMERICAN ONTINENTAL PROPERTIES, INCORPORATED, for

| and later with LINCOLN SAVINGS. | advised he
started with AMERICAN CONTINENTAL PROPERTIES, INCORPORATED, in the
summer of |advised that he was

thel);ntities named AMERICAN CONTINENTAL RESOURCES CORPORATION:;
TAT PTACE INCORPORATED AMEBICAN CONTINENTAL PROPERTIES,
*INQDREQBQEEQ, and DUNTAD" APARTMENTS INCORPORATED.A] |

advised that his duties started as in commercial real
estate activities. advised that his duties evolved to
ladvised that he
5 in
advised that he transtferred to TINCOIN SAVINGS AND LOAN
(LSL) 1n approximatelyj advised that he
. W/
Investigation on 10/3/89 at Scottsdale , Arizona File # 56C-LA-101615
SA ‘ SEARCHED ] %
by SA Date dictated L 7‘2‘}@8 | L
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worked as a at LSL, but did not complete any
projects there.

ladvised that his starting salary in[:;::]was
rs

| | annually.] |advised that during the fi couple

o) ears increases every six months were approximately | to b6
Increases were based on the merit system.l | pIC

advised that he received a bonus of in approximately
December 1985. 1In later years, the Christmas bonus averaged
approximately two-week’s salary. | ladvised that in
spring of he was making approximately] |

| |advised that his salary as ofr [ was
approximatel annually.

| advised that after_two months as af |
| [BE T8 his duties changed tol H

| |

advised that a number of the subs and LSL held bonds.

| advised that his fringe benefits at the
company included health and life insurance and disability
insurance. Travel reimbursements for his travel when he was with s
LSL was reimbursed. |advised that he would take trips b7C
to Los Angeles and New York pertaining to investments and high-
yield investments.

advised that he received a non-cash bonus in
the form of landscaplng for his house due to the work on financing
pertaining to the HOTEL PONTCHARTRAIN.

| ladvised thatd | who was formerly

| !at AMERICAN
CONTINENTAL PROPERTIES, INCORPORATED and later at LSL. LTT |
o

advised that he was hired at ACC on the recommendation

|advised that he was not told anything as to

terms and conditions of his employment wilth respect to political bé
contributions. advised that dozens of politicag and b7cC
charitable speakers, including JOHN MC CAIN and Senator RIEGLE

appeared at ACC to give speeches. Attendance at these l
presentations was optional. A memo announcing these speakers
would be circulated. | |advised that he missed mo e than
one of these presentations. | |advised that political
contributions were not mentioned in his hiring interview.
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advised tha a climate encouraging

political contributions at ACC. i |advised that
approximately 30-40 people would attend presentations of these
political and charitable speakers. These presentations would be
held at the office on Camelback Road , Phoenix, Arizona. Three
rhundrgd_ﬁmnloyees were employed at the Camelback Offices.

advised that memos announcing the appearance of these
political and charitable speakers would come from CHARLEY JR.’s
office, probably prepared by his secretary at his direction.

bé
b7C

|advised that he resigned from LSL after
finding a new job because of the bankruptcy.

| | advised that he did not sign a termination
agreement with ACC, but did know that they existed. |
advised that he did not know of anv specific cases of persons

signing termination agreements. advised that he knew
of the existence of termination agreements within one to two years
of his employment date. |advised that the nature of the
termination agreement was to protect ACC from suits brought by
former employees for their actions at AcCC.

|advised that he was a Republican. | |
advised that he contributed to the RIEGLE FOR SENATE in 1988
campaign in the amount of on March 11, 1987. | |did
not recall that that contribution was returned to him. |
advised that he made the contribution because he felt the pressure
to contribute. advised that his contribution was a
function of being a "follower". advised that his job
security was not in jeopardy if The contribution was not made.

| |advised that he does not recall any political
contributions he made before 1985.| |advised that he
made no state or local political contributions.

bé

advised that he received a memo from CHARLEY b7C
KEATING, JR.’s secretary on RIEGLE contributions. The memo from
CHARLEY, JR.’s secretary said something similar to, "we’re trying
to support this individual and we’d like you to consider
supporting him". advised that contributions were made
directly to the candidate. | advised that he made out
the check while making out his bills at home. | pdvised
that he decided on the amount of] |based on that was what he
could afford at that time. | |advised that he did not
contribute to all candidates which were suggested by the memos.
reiterated that he felt pressure to contribute.

added that it was just like contributions to the
children’s ball held in the fall of each year. advised
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that he considered that if it was the best thing for the company
and the company was in alignment with his personal thinking, he
would go ahead and make the contribution. | lhdvised that
it was never stated or implied that contributions were a required
condition of his employment. added that nobody ever

r;gxg_;hg_mgmo up and said, "I’m not going to contribute.! b6
advised that he talked toi | bp7C

| before deciding on how to respond to a memorandum

suggesting contributions. No reimbursement of contributions was

ever considered or discussed by anybody at AcCC. | |

advised that he was aware of the $1,000 per candidate per election

limitation on contributions. | |advised that he was aware

of this limitation at the time he made the RIEGLE contribution.

| added that he recalled that he did give to the GOP and
to the REAGAN campaigns in the amounts of| |before 1985.

advised that he does not know of any person
who was diIsciplined after refusing to contribute to any political

campaigns. | |added that management would not know if an
employee had contributed to a campaign due to the fact that any
contributions were made to the particular politician and not b6
through the company channels. b7c

advised that he does not know of any other

ACC employees who made political contributions. ladded
that CHARLEY KEATING, JR., made it clear that he was supporting
RIEGLE.

!advised that he did attend appearance of MC
CAIN and RIEGLE a e Camelback offices of ACC.

CHARLEY KEATING, JR., was not secretive about his

support or his contributions to political candidates. | bé
advised you were not expected to make contributions, although b7C
there was pressure to make contributions present at ACC.
advised that the higher salary you received at ACC, the

more pressure there was to make political contributions. ‘
| |advised that up until he received 4 |

annual salary there was not much pressure to contribute.

|advised that the memos suggesting
contributions probably came out about once per year. | |
advised that he threw his memos away. | |Jadvised that
nobody ever collected contributions for candidates at AcCC.
[ | advised that he probably got the address from the
memorandum on the RIEGLE campaign.
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| lsummarized that political contributions were
not required at ACC as a condition of employment, rather there was
just that pressure to make political contributions.

bé
b7C
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on October 3, 1989,]
| . WOTK telephonie number
| | after being advised oﬂ‘the identities of the
interviewing agents and the nature of the interview, provided the
following information:

He advised he is currently employed as| | b6
| | b7¢C
| He

was born on| | at| [ His SSAN
isg] [ He gradduated from | with

Ia| | He Las 47 hours towards al in I
pname isl |and _she is employed withl |

They have

He began working for PEMKO BUILDERS inl_—|_|imi_13_ft
in| | He began working for MEDEMA HOMES in
. an affiliate of AMERICAN CONTINENTAL CORPORATION (ACC) as
|for a salary of] per ﬁear.
In approximately | he was transferred to| 0

work for AMERICAN CONTINENTAIL PROPERTIES at a salary of

of |
per year. In| | he to ILINCOIN
SAVINGS AND LOAN (LSIL) in|
| [at a salary o

per year. He received a number of raises in this position and was
promoted to |

His salary increased tol | per year. 1In | he

received incentive bonus to return t | He worked

at | for a short period of time and was then

transrerreqy to| His salary increased to b6
per year in| | he b7c

was demoted and moved to\the project from ACC headgquarters. He

began looking for anotheq\?ob at this time and left ACC in

In he went to work for
Investigation on 10/3/89 at Scottsdale, Arizona File # 56C-LA-10161
SEARCHE INDEXED
SA and SERIALIZE FILED
by SA Date dictated 10/4/89 —
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INCORPORATED, as] |

His salary was| [per year. In| | he left
E;:::::]INCORPORATED, and began to work at his present employment.
1S current salary is| | per year.

He advised he did not receive any fringe benefits at ACC
other than medical or dental insurance. He did participate in the
Employee Stock Option Plan (ESOP) and was vested at 60%. He also
participated in the Incentive Stock Option Plan (ISOP), wherein an
employee can purchase company stock at a certain price.

He received a Christmas bonus in of approximately
[:::::;;] ived a Christmas bonus in and believes it was
more ani but does not recall the exact amo i
not receive a Christmas bonus in[::::]as he receivea‘ |
bonus td | /

bé
b7C

He was interviewed and hired by|

AMERICAN CONTINENTAI PROPERTIES. |

wa hintil the when he began reporting
to When he returned to
he reported to CHARLES KEATING, JR.

He received his paychecks from the same company for
which he was working for at the time.

He advised when he was hired there was no mention of
political contributions with respect to employment.

He advised he resigned from ACC as he was disenchanted
with this company. He did not sign any agreement regarding his
termination. No one at ACC has tried to prevent or discourage him
from talking with authorities regarding his employment- at ACC.

advised he has only made one political contribution, to
DONALD RIEGLE in the winter of 1987. He believes he mailed this
contribution. ireminded him that RIEGLE toured the
offices of ACC wi ING prior to this contribution. He
advised this may have had some bearing on his contribution, but he
was never instructed or solicited to make any kind of contribution
while employed at ACC. He advised that in the spring of 1985,

Senator CRANSTON and| :came through the ACC offices and had
lunch with the employees. CRANSTON also gave a short talk.

He advised he belongs to the Republican partf. He

He advised no one from ACC solicited or collected
contributions while he was an employee there. He advised no

b6
b7C
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contributions were solicited from| He advised he never
felt any pressure to contribute to any type of campaign. He
advised that contributing to a political campaign was never a
required condition of employment. He was not aware of any type of
reimbursement for political contributions. He was never
reimbursed for any contributions that he made.

He was not aware that it was illegal for ACC to
contribute to federal candidates. He advised he was vaguely aware
of the $1,000 per candidate per election limitation on
contributions. He discussed the one political contribution with
his wife and no one else.

He advised he was not aware of any political
contributions made by any ACC employees. He advised he was not
aware of any ACC employee who declined to contribute or who
complained about contributions. He was not aware of any
terminations for persons who declined to contribute. He was not
aware of any ACC employees being reimbursed for contributions.

He advised he and attended two dinners for bé
GEORGE DEUKMEJIAN when he was running for governor of California. b7c
He attended this with other employees from ACC. He did not buy

his ticket| or pay for admission. He did not believe he was given

a ticket for the dinner. He was advised at work that the plates

were already paid for. Someone came through the office

requesting people to attend the dinner, but no one was instructed

to attend.

He advised he will make a copy of the one political
contribution he made and provided this check to the FEDERAL BUREAU
OF INVESTIGATION (FBI).




~

FD-302 (REV.

3-10-82)

- l -
FEDERAL BUREAU OF INVESTIGATION

Date of transcription 10/ 12/89

I I

was advised of the identity of the interviewlng agents
and the nature of the interview. | |was interviewed in the
presence of| [as well.
provided the following information:

| stated that one evening] |

arrived and advised her of a fund-raising dinner for the

Republican National Committee for BUSH. | |told her that

he wanted to attend the fund-raiser, but that it

$10,000 per person.| |reluctantly advised |that bé
she would attend the fund-raising dinner, though she 1is a b7¢C

supporter of DUKAKIS. This fund-raising dinner was to happen in
Beverly Hills, California during the first part of 1988. Other
AMERICAN CONTINENTAL CORPORATION (ACC) employees that attended

this fund-raising dinner werd |

advised that because she does not work for ACC,
nor does she have _a job outside of the home, she only knows ACC
employees through]| She advised that she is a
homemaker and stays at home most of the day.

noted that no other political contributions
were made other than the $10,000 fund-raising dinner.

Investigation on 10/3/89 at Scottsdale, Arizona  Fje r%&—hpjﬂﬂ:@@‘éé"?
S b6
by S Date dictated - 10/4489 4 b7C
— ‘ oo

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FB& and 1s;19p.ned(
to your agency; it and its contents are not to be distributed outside your agency. :
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On October 3, 1989, Special Agent (SA)| | be

| land gal | contacted| | date b7cC

of birth| | for the purpose of interviewing him

concerning possible violations of the Federal Election Laws.

After being provided the identity of the interviewing agents,
provided the following information:

b3
b6
b7C
Investigation on 10/ 3/8’.9 at Phoenix ! Arizona File # 56C—LA-101615’"L"§{
b6
SA b7cC
by SA| Date dictated 10/5/89

) This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned
| to your agency; it and its contents are not to be distributed outside your agency.
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SA

concluded the interview with by

serving him with a Federal Grand Jury Subpoena from the Central

District of Calj

fornia for

b3
bé
b7C
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| I
| | after being advised of the identity of
the interviewing agent and the nature of the interview and in the
presence of |provided the following
information:

| |advised that he is curxently emploved by
AMERICAN CONTINENTAL CORPORATION (ACC) as]

| beaan emnlovment with Acc onl |
| |at the salary of currently
salary. Prior to his emplovment with ACC,
was emnloved bvl ] |
as | froml lat a
salary of| | stated that he could not
recall the specific dates and amounts of pay increases with ACC.

goes through a salary review during the spring of each b6
| year. said that he has received steady pay increases bC
} eac nce the beginning of his employment. | stated
| the salary that he receives from ACC is a failr salary
based on his experience and credentials. stated that he

was recently offered a similar job with another firm fo
per year which he refused.| |stated that he has never
received either a clothing allowance, child care allowance, or
travel allowance. | |is simply reimbursed for actual travel
costs incurred on behalf of ACC. | said the last bonus he
received was a Christmas/bonus in consisting of one week’s
salary.

[ ladvised that he is |

is the only person working 11 |

| stated that in the recent past,

there werq Jemployed by ACC. is currently the
|[employed by AcC.

[::;;::::]stated that he has been reporting to | b6
for e

last six months. Prior to reporting to b7C
reported directly to CHARLES KEATING, JR.|

Investigation on 10/3/89 at Tempe, Arizona File # 56C-LA—101615JL‘&£§
SA
SA Date dictated 10/4/89

This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned
to your agency; it and its contents are not to be distributed outside your agency.
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i thaﬂ |is| |of| |
stated that he receives his paychecks from ACC.

was_interviewed for his position at ACC by[:::]
was he| for AcCC. | | said that

b6
b7C

there were no terms or conditions of employment with respect to
political contributions. Political contributions were never
mentioned during his hiring interview.

stated that he has been previously contacted by
Special Agen regarding flight records. | |was

told by Corporate Counsel not to provide anything to the FBI
unless they had a search warrant.

[::::::::]stated that he does not have a political party
affiliation, howev is registered as a Republican in the
State of Arizona. stated that he and |have made

[%fffff:fflitical contributions on three separate occasions.

stated that he could ber the specific date or
amount of the contributions. stated that he made a
political contribution to Senator JOHN MC CAIN which he estimated
was some time in 1985. |__I [stated that MC CAIN is_a
Republican from Arizona. |believes that_he andl |
mailed a check directly to the MC CAIN campaign.| stated
that he made a political contributio or DON RIEGLE which b6
he estimated was some time in 1985. ] he b7C
thought RIEGLE was a Republican from Michigan. stated
that he and probably mailed a check directly to the
RIEGLE campaign. stated that he made a political

contribution to County Atforney RICHARD ROMLEY which he estimated
was some time in 1987. said that ROMLEY is a Repukli
from Maricopa County, Arizona. stated that he and

mailed a check directly to the ROMLEY campaign.

[::::::::]stated th id not make any political
contributions prior to 1985. said that no one from ACC
te

solicited or collec political contributions from him.
stated the political contributions made by him an
> personal and not connected with his employment with ACC.

said that he supported candidates that he liked.

stated that some time in 1985 he had the b6
occasion to hear a speech by Senator RIEGLE at the HOTEL b7C
PONTCHARTRAIN, Detroit, Michigan. | |[does not believe the
speech by Senator RIEGLE was a political fund raising activity

which required a fee to attend. [::::;;:]believes that Senator
RIEGLE was at the HOTEL PONTCHARTRAIN to make a speech regarding
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economic development. [::::::::]stated that he was not pressured
to make a political contribution to Senator RIEGLE. | Was
impressed by Senator RIEGLE’s speech and[ff%fif%f%: he was on the

right side of the issues. Additionally, contributed to
Senator RIEGLE because RIEGLE was Chairman of the Senate Banking
Committee and banking issues are important to this country and to

his employment. stated that banking issues were

important to his employment because banking was a significant part zs
of his employer’s business activities. ¢

| adviﬁgg_gggg_gg was not familiar with federal
election campaign laws. said that he did not know one
way or the other if ji 11legal for ACC to contribute to
federal candidates. stated that he was aware of a limit

that could be made to ﬁolitical candidates, but did not know the

dollar amount. said that he was unaware that there was a
$1,000 per candidate per election limitation on contributions.

| | stated that he did not discuss the topic of
political contributions with other ACC employees.| |said
the topic of political contributions has only been discussed

between him and does not know of any ACC
employee who has been asked to contribute to any particular
political candidate.

stated that Senator RIEGLE’s speech at the

HOTEL PONTCHARTRAIN was attended by approximately six other ACC

employees, including CHARLEY KEATING, JR. | |stated that he

was staying at the HOTEL PONTCHARTRAIN resulting from a business

trip to Detroit. |was simply asked by another ACC

employee if he would like to attend a speech by Senator RIEGLE

that happened to be at the HOTEL PONTCHARTRAIN on the night he was

staying there. b3

b6

advised that he received a refund from Senator b7C

RIEGLE approximately six months after initially making the

campaign contribution. believes he received the refund

in 1986. stated that he deposited the RIEGLE refund

check to his bank account.

advised that he did not wish to discuss
additional matters unrelated to his political contributions
without first consulting and obtaining representation from ACC
lawyers.

bpoena was served upon
the Federal Grand Jury at Los
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Angeles,

California on or before

The following descriptive data was obtained : from

Home address

Home telephone #
Work telephone #
Current employer
Place of birth
Date of birth
SSAN

Education

Spouse’s name

The followiﬁg descriptive data was obtained from

Home address

Home telephone #
Work telephone #
Current employer

Place of birth

Date of birth
Education

SSAN

b3
b6
b7C

bé
b7C
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