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OFFICE OF U.8. BENATOR ALAN CRANSTON
8787 W. Century Bivd, #620, Los Angeles, CA 80048

Press Contact) Jean Porstner/Xam Kuwata Jan. 22, 1990
Office Phones 213-215-2186/213-396-4586 JusTice
FOR IMMEHATE RELEASE

-

$enatar Alan Cranston (0., Cailf) announcud today that he will introduss (egisiaiton after
he returns to Washington this week that would aliow some 293,000 Callforniane who bought now
worthless bonds t Lincoln Savings & Loan to eue the faderal government {a recovar their

fosses. )
*Documents I have recoived from the Offic, of Thrife

Suparvision {n Washington and the General Accounting Office (GAD)
are clearly enough evidence on which to bring a case of
negligence against the. government,® Cragbién sald,

*Hy legislatlon will give the bondhdldaers €£e opportunity to
¥QCOvor their losace {f they are unsuccewsful in recovering from
Lincoln Savings, American Continental Corporation, and Charles
Xeating, " Cranston said.

Cranston also made public tcday a letter to Attorney General
Richard Thornburgh, urging the Justice Cepartment to take several
steps to help the bondholders recapture an estimated $200 million
in losses.

Cranston told Thornburgh that *"Although the Deparirment of
Justice has the reeponsibility and ekligation te pursus
vigoroualy the possibllity of criminal conduct 4in the
Keating/Lincoln/American Continental case, I would urge that an
equal effort be made to determine what steps could apprepriately
be taken to assist the bond holders who are among the primary
innocent victims in this case."
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Cranston urged the Justice Department toO BUPPULL @ vud -
waiver of sovereign immunity which precludes suits agalnst the
government, snd to take three othar specific actions to help the
bondholders.

One, to make the assets obtained by the Justice Department in
any criminal'gzocsodlnqa in the case of Ame:ican Continental er
tincoln Savings "available to reimburse the bondholders,®

Two, td ask tho faederal courts to extend Federal Bavings and
Loan Insurance Corporation (PSLIC) coverage to the bondholders if
they cannot recover thair losses from the assets obtained in
civil or criminal proceedings. Cranston cited a legal case which
provided federal deposit insurance fundaucgipooplo vho dalieved
they had purchased bonds that were inaurod,vwﬁoa thay werse not.

Three, to use its powers under U.S. treaty rights with other
countries to assist boadholders {n locating eny assets that
du!oﬂ&anﬁs in the Lincoln Savings case might have overseas.

‘He also asked the Justice Department to assist bondholders
*in obtaining access to pertinent financial records abrcad.®

In a uepax;ta statement C-anston said, "The bondholders are
saying they were tricked by Lincoln Bavings and its parent
company, American Continental Corporation, into buying uninsured
bonds that are now apparently worthiess. There ls no doubt about

the fact that intelligent people bought the bonds under

circumstances that lad them to believe they were insured by the

- *The fedexal requlncuxu, haaded by Ed Gray, permitted the
bond sales, despite information they had that led them to doubt
the financial solvency of American Continental. Gray’s
gegulators alsc failed to monitor tha sale, thereby violntlgg

sral Home Loan Bank Board gequlations. 44——___45,,/’ _
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*What has happened to those bondholdexs is one of the most
upsetting thinga I have ever known in my lifeé. Here you have
widows and elderly people losing their life savings in what they
now believe was the woll-known switch-and-bait.

*1f it was a ruse, those responsible ought to pay and pay
dearly. AN ‘ )

‘I {ntend to do everything in my power to see to it that the
bondholders get justice. I have heard in detail from Shirley
Lampel, one of the.loaders of the boncholders =« and frem others
among them -- of the tragic conditf{ons now facing many elderly,
111, widowad victims who bought thae bonds while belleving with
good reason that they were backed by the. U.§, qgve:ﬁmenc. Many
of them are now bereft of all thelr reuourcas; “They can’t pay
their rent. They can’'t pay for decent fcod. They can’'t even
atford to heat their homes.

;éom. of them are tco embarrassed to toll their relatives and
friends of their plight, even though they, of course, did nothing
wrong and were let down by their own government =- specifically
by regulators headed by Ed Gray whose responsiblity it was to
protect them."

A copy of Cranston’s letter to Thornburgh, dated Jan. 16, is

attached.
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