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Februacy 13, 1388

Mr, Thczas P. Sharkey
Principal Supirvisory Agqent
Yedersl Home “~an Bank

. 6§00 California Servet

N San Praccisca, Celifornia 94120

Re:t Applivation of Linecoln Savings and
Loan Asnocciation for Permisslicn to
Zxceed Ten NMercent Limitaticn on
*Direct Investzents®

Dear Mr. Sharkey:
I am writing oo bekalf of Liacolan Savings and Lear

Assoclation and ({n support of {ts apyplization for an execp-
tion fzca the 10 pezcent llaitatica on direct iavestsents
that vill be i{aposed by the nev direct {avestaent rule,

12 C.P.R, 56),9-0, anncunced by tha Pederal Ncwe Loan Banx
Board on Jaauargy J1, 1988,

I have revieved and ccomanted on the direc: {nvest
pest rule {n its earller foras, and I have reviewed the tule
iz the form anncunced on January J1. I mote that {t contai:z
s provision expressly allowing an sssocistion R0 apply for s
ezamption raising the limit on the pi:cta!nqo of {ts assety
wvhick it may place {a direct investments (12 C.P.R. § 361.9-
I ncts, too, that the Board statss {a its notice of the rule
fat p. 4) thae the prior proposed rule added a °"preguspticn’
ia favor of approval of applicationsa and that the January "

rule preserves that presumption (at p, 43). The rule
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requires that a Principal Sup.rvllorylxq.ng *shall ap;reve o
tfplication® unless he makes ore of four specific findings,

The Board's notice states (at p. §) that *direcs
lavestaents can be prudent and desirable® when they ace
*supported by adequate capitalization, a sound business plan
managerial expertise and proper diversification.® On the
basis of may reviev of Lincoln's application and of {ts
audited financial statements and the criteria established i
the nev rale, I believe that Lincaln Savings and loan has
desonstraced that {t has the adeqguate capitalization, scurd
business plans, manaqerial expezsise and proper diversi?-
icatica to which the Board refers.

I have reviewed the apjplication Lincola has sut-
misted to your office, and (t {s my opinicn that Lincoln
clearly searits the exemptioa it seeks. Its applicaticn
escablishes the critical and dispositive facis:

1. Lincola's nev mazagesent, and that of {its
parsnt, American Continental Corporation, Ls seasoned and
expert L8 selecting and maxing direct investaents)

2. the nev mansgement has & long and contiaucus
tzack record of outstanding success in making sound and

profitable direct i{nvestments;
3. the nev management succeeded ia a relatively

shore pericd of time in reviviag an associationo that had

beccme badly burdened by a large portfolioc of lomg=tes=.

0000009



1116

fixed-rate sortgages and unfavorably seructured adjuseazle
rate mortyages whose relatively lov ylelds had been forz:ng

large losses on the assocliation and pushing it nearer thre

peint of Linsolvency!
4. the nev zanagement effectively restored the

assoclation to a vibrant and healthy state, with a stzong nes

worsh position, largely through the expert selection of scund

and profitable direc2 {nvestzents)
S. the nev canagement is devoting a large prejeoc-

tion of its assets t2 the financling, servicing and consesuc-

tion of residentlial housing; and
14

6. the new mazagement has developed a series c!
carefally planned, highly promising, and widely diversified
pcojecss -=- a high percentage of which {nvolve the develop-
sent and constyction of residential housing == requiring
siseable amcuats of direcs {nvestaents.

Given these facts, Linecala Ln mxy judgsent meets the
requirsmeants tlat the nev direc: lavestsent rule establiskes

for granting & wvaiver of the 10 perceat limit.
Pinally, I bulieve that denial of the peramissicn

Linoola geeks would wvork a sericus and unfair hardship on an’
association that has, through its skill and expertize,
tsansforaad itself into a financially stroag instituticn

that presents no forsseeable risk to the Pederal Savings a°<
Consequently, Lincela shoull te
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tllcwed to pursue nev and premising direct {nvest=ents ag ;
whan they become avallable, in 4ccordance with the plans ar
proposals outlined in ies‘nppl+c;tlon.

It 1{s my opinion that Lincoln's record and {ts
application satisfy the requireasnts for an exezpticn that
the nev direct invest=ent rule establishes. I strongly
support Lincoln's applicacion and urge that it be granted.

In closing, let me thank you for giving sy letcer

your attention.

Shlln Greehsp
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