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THE SEMIANNUAL REPORT OF THE
RESOLUTION TRUST CORPORATION
THRIFT DEPOSITOR PROTECTION

OVERSIGHT BOARD—1994

THURSDAY, FEBRUARY 24, 1994

U.S. Senate,
Committee on Banking, Housing, and Urban Affairs,

Washington, DC.

The Committee met in room 538, of the Dirksen Senate Office

Building at 10:05 a.m., Senator Donald W. Riegle, Jr. (Chairman
of the Committee) presiding.

OPENING STATEMENT OF CHAIRMAN DONALD W. RIEGLE, JR.

The Chairman. The Committee will come to order.

Let me welcome all those in attendance this morning. I want to

say again to my colleagues how much I appreciate the cooperation

yesterday in reporting out the Interstate Banking Bill. I think the
fact that we were able to act unanimously and the cooperation back
and forth across both sides of the Committee dais was a very im-

portant statement of how good that piece of legislation is.

This morning we welcome the RTC Thrift Depositor Protection

Oversight Board. They are here to discuss witn us their semi-
annual report regarding the activities and the operations of the
RTC.
Treasury Secretary Lloyd Bentsen, our former colleague, who

serves as Chairperson of the Oversight Board, and Deputy Sec-

retary of the Treasury, Roger Altman, who serves as Acting Chief
Executive Officer of the RTC, will be the ones testifying directly

today.
The other members of the Board are also here today and are

available for your questions, and we will have some for them.

They are Alan Greenspan, Chairman of the Federal Reserve; An-
drew Hove, who is the Acting Chairperson of the FDIC; and Jona-
than Fiechter, who is the Acting Director of the Office of Thrift Su-

pervision.
The FIRREA legislation required that the Oversight Board make

semiannual appearances before this Committee. This now is the
seventh such semiannual appearance here. At all these hearings,
the Oversight Board has been required to update the Committee on
the progress that the RTC has made in resolving thrifts under its

control and its efforts to sell assets of failed thrifts.

The RTC currently has 63 conservatorships that remain to be re-

solved. As of year end, the RTC had assets in those conserva-
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torships and in receiverships with original book values of $63.5 bil-

lion. Two-thirds of that amount is in what the RTC calls "hard-to-

seir categories. The RTC has so far disposed of more than $393 bil-

lion in assets, or approximately 90 percent of their book value.

Lately, progress appears to have slowed markedly in selling RTC
assets.

Despite the provision by Congress last fall of ample funding to

permit the RTC to complete its task for resolving failed thrifts, and
a financial plan that calls for the resolution of 43 institutions in

the first quarter of this year, the RTC has resolved no

conservatorships since early December. Furthermore, sales of hard-
to-sell assets in the second half of last year fell to a rate less than
half that of the previous year. So we hope and expect that our wit-

nesses today will be able to advise us as to when we can expect
resolution activity to resume, and whether the slower pace of asset
sales simply reflects the fact that they are now down to the point
of selling very

difficult to sell assets, and if so, we need to have
that explained to us.

The RTC is, of course, scheduled under present law to terminate
on December 31, 1995. Any assets that the RTC is unable to dis-

pose of by that date will be transferred to the FDIC. At the same
time, the FDIC will have to reabsorb up to 1,600 RTC employees
who have the right to return to the FDIC.

Obviously, managing that transition alone will be a difficult task.

We will want to hear what progress has been made in planning for

the transition to the FDIC, and how large a pool of assets the RTC
expects to leave when it goes out of business for ultimate disposi-
tion by the FDIC.
The RTC has been criticized extensively for the way it has con-

ducted its operations over the years. We nave had numerous GAO
reports pointing out problems and have heard testimony fi^om

many witnesses detailing past mistakes.

Here, last March, Secretary Bentsen promised this Committee
that he would undertake a series of management reforms at the
RTC to address issues of waste, fraud, abuse, and mismanagement.
Congress incorporated the requirement for those reforms and a
number of others into last year's final funding legislation, so we are

very interested in learning what changes have been made and how
successful those changes appear to be.

Finally, the Committee held a hearing last September where a

large panel of impressive and credible whistleblowers testified.

Based on that, I asked the RTC to investigate their claims and I

want to hear today what has been done to evaluate those claims
and what collective actions have been taken. These whistleblowers
testified about waste and mismanagement involving, among other

things, contracting oversight, professional liability activities, and
asset disposition efforts of the agency.
So we look forward to the Oversight Board's testimony on this

matter, as well as its presentation on the progress made by the

RTC at this time.
I might add one other thought to put everything into context.

Over the years, since we began this process of dealing with the

failed thrifts, we have provided a considerable sum of money. In

August 1989, we provided $50 billion. In March 1991, $30 billion;



December 1991, another $25 billion; but only $7 billion of that was
actually spent by the April 1992 deadline. And then in December
1993, we approved what we understand to be the final funding leg
which carries with it unspent funds previously provided, a total of

$18 billion, which brings us, if you add up all those numbers and
do the offsets, to a figure of $105 billion.

My understanding is that there is roughly about $24 billion of

that total that is available to complete this job. And if that number
is not correct, I would appreciate having you give for us today as
accurate an assessment of those numbers as you can.

Now, I am going to call on Senator D'Amato, and because I know
there are going to be questions that Members want to ask, I want
to reserve as much time as I can today for questions. So after Sen-
ator D'Amato makes his opening statement, I will call on other

Members, but I would like to ask Members on both sides in the

opening statements today if they could be brief in what they say,
so that we can get into the presentations and the questions.
Senator D'Amato.

OPENING STATEMENT OF SENATOR ALFONSE M. D'AMATO
Senator D'Amato. Thank you very much, Mr. Chairman.
Mr. Chairman, let me first, at the outset, thank you for your co-

operation in calling this hearing, and for also joining with me and
other of our colleagues in informational requests that we have
made of the RTC.

I think it is fair to say that without you joining with us, some
of the information that was made available and some responses
that we received would never have come.
We may question the adequacy of those responses but, were it

not for your help, we would not have had any.
I am going to depart from my prepared remarks for a moment

because something quite unusual took place last evening, I call it

the "midnight delivery."
Boxes of material began arriving at our Banking Committee of-

fice after hours. One delivery was made close to 10 p.m. The most
interesting of them, I found, was the RTC's conflict of interest anal-

ysis
of the Rose Law Firm. I was not even aware that there had

been such an analysis, and, of course, we have been asking,
through staff and through letters, for quite a while. What has been
taking place? What are you doing? What action is taking place?

I must say that if this constitutes the bulk of the response to our
requests, it is quite deplorable.

I must say that this document is dated, Mr. Chairman, February
8, 1994. Yet we get it, as I call it, in that midnight delivery last

evening, along with 200 pages of attachments. Even if you took
that Evelyn Wood speed reading course, I think you would have

difficulty getting through it all. This and other documents were de-
livered last evening well afler office hours. The staff just really had
an

opportunity
to read it for the first time, and I nave just seen

it. We will make it available to the Committee Members.
Mr. Chairman, were it not for a media report, I believe it was

in the Washington Times, we had no inkling, no idea, before we ac-

tually asked specifically for this report, that it existed. We certainly



didn't know, and the RTC didn't tell us, it was available since Feb-

ruary 8, 1994.
I will just refer to it. The first time, literally, that I saw it was

at 10 minutes to 10 a.m. when I had an opportunity to look at it:

"Scope of the Investigation: This investigation focused only on
whether or not the Rose Law Firm disclosed its previous represen-
tations of Madison to the FDIC and the RTC." I underlined a little

part. I think it is quite fascinating and interesting, and I hope my
staff has been able to pass it out to my colleagfues, any colleagues
interested in it:

"Interviews of current or former Rose Law Firm attorneys who
may be knowledgeable on this matter were not conducted."

Tliis is really one heck of a thorough report. I mean, interviews
of those people who were knowledgeable were not conducted.

It goes on at the end summary, "Rose represented Madison prior
to its failure." It does talk about the fact that there are some very
interesting—and I leave it for the media and others and some of

the lawyers to analyze what they knew and what they did not
know—the accounting firm that they had used and were called

upon to sue before State regulatory agencies.
If there is no conflict here, certainly in the utilization of that law

firm to sue these people who they had hired and settle the suit for

considerably less than it was initiated on, certainly raises questions
with this Senator. That is known as the Frost matter.

It concludes by sajnng that "this report is provided to the Office

of General Counsel for any action it deems appropriate." That was
sent on the February 8, 1994.

I am going to give you a little time, Mr. Altman. You called me
last night, the Deputy Secretary, to ask me what questions I was
going to ask you. So let me tell you again, I am going to ask you
what has taken place, what action is taking place, and who's re-

viewing this, because I have to tell you I find this unacceptable.
This is the kind of thing that just does not square up.
Then the RTC report goes on. It says "this investigation was co-

ordinated with the FDIC who conducted a separate and independ-
ent investigation of this matter." The FDIC attorney is John Down-
ing. And, of course, I saw his report which I think leaves a lot to

be desired.

So, Mr. Chairman, I am sorry to have to open the hearing in this

manner, but when documents this important are dropped on us at

midnight, that is not fair to us. It is not fair to the American peo-

ple. It is not fair to the good work and the hard work that has been
done by lots of people at the RTC in resolving many of the disputes
because I think we have come a long way toward meeting many of

the RTC's goals.
I am going to ask that the rest of my statement be placed in the

record as if read in its entirety.
But I will say this. I have been troubled about the manner in

which the Madison/Whitewater situation has been handled. I have
been criticized about it, and accused of playing politics. I believe

that we should not play politics with an RTC investigation. We do

not ask for any special treatment, nor do we expect that people
who come from high places or powerful positions should receive



special treatment. We say that the law should be applied equally
to everyone.
Were it not for Senator Metzenbaum and Senator Murkowski

and our amendment that extended the statute of limitations until

December 31, 1995, that was approved overwhelmingly in the Sen-
ate and in the House, why, the original statute of limitations of

February 28, 1994, would have been upon us.

The RTC had no way of knowing that Congress would extend the
statute of limitations. They never anticipated it. And so when I

asked the RTC what, if anything, was being done by way of a law-

suit, I now see what was being done: nothing. I see what we had—
a superficial analysis as it relates to any possible conflict, and I see
a referral over to General Counsel. I can only say that it was fortu-

itous that we were able to at least extend that statute to 1995.
I know we want to get to some questions, and I know that my

other colleagues have questions to raise, but I will be asking mem-
bers of the RTC Oversight Board, many of the same questions I

have raised in my letters and on the floor of the Senate.
As I have indicated, last evening I had a very brief discussion

with the Acting Chairman who is, by the way, I think placed in a

very difficult position through no fault of his own.
I think Mr. Altman finds himself in a position where here he is,

a Presidential appointee, running the RTC. I do not know how he
handles the situations which put him into possible conflict where
he has to be making decisions as to what to do, what actions to

take or not to take, as it relates to the Whitewater matter specifi-

cally.
I know he's indicated to me that his term is up March 30, and

he cannot wait for that to take place, for it to end. I do not blame
him. But I have to tell you, I would like to know who is supervising
this and what is taking place.
Mr. Chairman, I would also like to put forth to you a request.

Again, you have been extremely fair. It seems to me that this Com-
mittee has an obligation to find out, to get out all of the facts with-
out impeding the special prosecutor and/or his undertaking.

I would hope, Mr. Chairman, that you would, in a bipartisan
fashion, as you have moved forward, see to it that the documenta-
tion of the facts, as it relates to this case, are made available to

the Committee, to the Committee and/or its staff, so that we can
see to it that what should be done is actually being done.
There are just too many questions that are unanswered in this

situation to date. There are not satisfactory explanations. I believe
the Committee should see to it that all the documentation that can
and should be provided to the appropriate authorities is available
to us, certainly on the civil side. The criminal side, that is another
matter.
So later on, I will have a formal request to put forward to you,

Mr. Chairman, but I would hope that we could join and do this in

a bipartisEin fashion.
I thank the Chair.
The Chairman. Well, we will take that up later when you

present that point.
Let me just, for completeness of the record, ask unanimous con-

sent to insert the letter that you sent over to the RTC dated Feb-



ruary 18, 1994, requesting these documents that arrived last

evening. I think it is important to note that this request, which will

be in the record, was made last Friday, and Members here can ac-

count for why the documents arrived last evening.
But I do think it is important to note that the request you made

was not all that long ago, and the materials that they have assem-
bled are now here.

But
Senator D'Amato. Well, Mr. Chairman, for point of amplification,

let me say that my staff has also been requesting this and making
inquiry by telephone, by way of talking to staff over a period of
time.
We did not even learn of the existence, and I do not know if any-

body else knew of the existence, of this report, as it relates to the
RTC and the possible conflict, until February 17, 1994. We only
learned about that, I think, as a result of an article that appeared
in the media.
Now it is one heck of a thing, that when we are asking for infor-

mation, and get little, if any, that we have to learn of the possible
existence of this through the media. That is what prompted us to

then formally request this by way of a letter. And I have to tell you
something. If they had this report, they could have sent it over on

Friday. Thev could have sent the report over on Tuesday morning.
You certainly do not wait until the end of business on Wednesday
evening and send the report over at 9 or 9:30 p.m.; that is wrong.
That is simply wrong.

If you want to talk about stonewalling, that is what has been

going on. Obfuscation, that is what has been going on.

I am asked if I have any faith in terms of how this matter is

being pursued, the answer is absolutely not.

The Chairman. Senator Murray.

OPENING STATEMENT OF SENATOR PATTY MURRAY
Senator Murray. Thank you.
Mr. Chairman, almost a year ago, we sat in this very room and

considered the Thrift Depositor Protection Act of 1993.

Deciding on the program and funding for the Resolution Trust

Corporation was not an easy process nor one without pain. And
along with you and other Members of this Committee, I insisted on
increased accountability for all RTC spending.

I did that with the hope that we could put the RTC out of busi-

ness as soon as possible, save the taxpayers a significant amount
of money, and get on with other important national needs and

goals.
I am disappointed that, in spite of assurances which this Com-

mittee was given last March, that there is still no permanent head
of the RTC.
Mr. Chairman, I have a great deal of respect for Roger Altman,

but I cannot understand how he can possibly have the time or en-

ergy to undertake two of the most demanding positions in our Gov-
ernment: Deputy Secretary of the Treasury and the interim Chief
Executive Officer of the RTC. Management reforms start with a

permanent manager.



Along with my colleagues, Senator Boxer and Senator Moseley-
Braun, I wrote to President Clinton, December 16, 1993, urging
him to appoint a new head of the RTC. We want the President to

make this a top priority. And I will be very interested today to

learn, in detail, the progress of the search and the Administration's
commitment to that.

Another issue of great concern to my constituents is the effect

that rising interest rates will have on the recovering S&L industry.
I am very interested to hear Chairman Greenspan's thoughts in

that area.

The kinds of activities that resulted in the creation of the RTC
were generally not found in financial institutions in my home State
of Washington. Every banker in my State brings to me regulatory
problems which she or he blames on the S&L crisis.

Mr. Chairman, relatively few thrifts failed in my State. Washing-
ton's financial institutions are among the most community-minded
in this Nation. CRA ratings for our banks are among the highest
in the Nation. The people in the Pacific Northwest feel they did not
cause this problem, but they surely know that they are paying for
it. Most of the problems associated with the RTC occurred during
the two previous Administrations. Much of the anger which people
feel about RTC, however, has not subsided.
Mr. Chairman, people want us to put this sorry chapter in Amer-

ican financial history behind us. I know there is a lot of work being
done, but the public wants to know what has been achieved. I urge
the Administration once again to make closing the RTC a top prior-

ity.

Thank you.
The Chairman. Senator Bond.

OPENING STATEMENT OF SENATOR CHRISTOPHER S. BOND
Senator Bond. Thank you, Mr. Chairman.
In probably a man-bites-dog reversal of fortunes around here,

when we have people from the financial regulatory institutions be-
fore us, I want to congratulate you and thank you for the good jobs
that you have done.
We are seeing a significantly lower deficit because of the success-

ful resolution of many of the savings and loans. The men and
women who have worked all these years, they have not just sprung
to life in the last few years, or in the last year, they have done a
good job. We are resolving thrifts, failed thrifts more successively.
We have benefited from low interest rates, and I appreciate the

dedicated work of our independent Federal Reserve. In doing that,
the FDIC premium fund has built up and we are in better shape
and there is much praise that should be attributed to a lot of hard-
working folks who normally only get the blame.

In my questions, I am, however, going to focus on one particular
issue, and that is the position of the control retention of documents
in the Madison Guarantee case because, frankly, there are a lot of
us who have grave concerns about what has happened to the docu-
ments.

First, we heard Whitewater documents, now we did not have
any, they disappeared, no, they were not there. Then the tragedy
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that befell Mr. Foster, everything was accounted for. And Mr.
Nussbaum said that he had a list of all the documents.
The press brought to our attention, after months of hard work,

that Whitewater files were in Mr. Foster's office. A search occurred
the night of his death and files were taken out by White House po-
litical aids. Then we hear the White House was voluntarily sending
documents to the Justice, and the White House had asked for a

subpoena. Then the White House had heard about the subpoena,
and it called Justice to negotiate the terms.
We have heard about shredding documents. We have heard many

stories that raise grave concerns about whether the facts will be
available for the special prosecutor and others.

And in my question time, I will address some specific questions
on that matter.
Thank you.
The Chairman. Thank you.
Senator Kerry.

OPENING STATEMENT OF SENATOR JOHN F. KERRY
Senator Kerry. Thank you very much, Mr. Chairman.
I guess our colleagues on the other side of the aisle have signaled

an intent, which they have been signaling for some
days,

to turn
a review of the RTC into a dialog, if that is the word that can be

used, on Whitewater. I will reserve a few comments on that.

I want to first address some of the RTC issues and then mix it

in a little bit, perhaps with some of where we are goin^ here.

A year ago, when the Secretary appeared before this Committee
with a nine-point plan to reform the Resolution Trust, I remember
then expressing my concern that the Treasury did not have an ade-

quate picture of tne magnitude of the RTC s problems, including
the massive fraud, waste, abuse, et cetera. I did not hear my col-

league from New York suggesting it at that time; I did not hear

my colleague from Missouri suggesting it at that time.

I was especially concerned because the Administration had very
few of its own people in place. And in handling RTC matters, the

Administration was forced to
rely

on the very people who were re-

sponsible for the catastrophe of the RTC, a catastrophe which came
to us during the last 12 years of non-regulation. Because the Ad-
ministration was

relying
on the old guard, I then expressed my

concern that it would be very difficult, practically, to carry out re-

forms that the RTC needed.

Now, a year later, despite, I think, heroic effi)rts by Secretary
Altman, the Secretary and others, some real improvements have
taken place, and some good people have been appointed by the Ad-

ministration, but I believe because of the depth of problems which
existed at the RTC during the previous 12 years, without adequate
regulation, that this Administration has not had time to get a han-
dle on the full measure of shortcomings that existed.

Over the past year, my staff has talked to literally dozens of em-

ployees and managers, none of whom have been talked to by my
colleagues across tne aisle who today express such concern about
one institution. These people told us of reports of disarray at the

RTC that have only scratched the surface. And that, in reality, for

regional offices in the fields, the situation remains worse, some-



thing that my colleagues on the other side of the aisle have not
seen fit to concern themselves about.

So when my colleague comes here today suggesting that we have

got to proceed in a bipartisan fashion on what is very clearly a par-
tisan singling out of one institution, it is very hard for me to really
take it that seriously. And I hope the members of the press and the
members of the public, who are watching, understand specifically
what is happening here.

On September 23, 1993, last fall, this Committee took the testi-

mony of some 13 whistleblowers for 5 hours, and they described a

shocking array of problems at the RTC, potentially costing the tax-

payers billions of dollars.

Not one of the chairs across the aisle had a Senator sitting in it.

Not one Republican saw fit to come and care about the RTC when
those whistleblowers were here talking to us. But today we are con-

cerned about one institution.

Now we have heard allegations of steering of contracts by RTC
personnel to former and future employers. We heard of major ac-

counting firms receiving huge RTC contracts and then hiring inex-

perienced people off the street, and padding the bills after they did

incompetent work. We were told about faulty computer systems for

legal billing, thousands of lost invoices, so the RTC could not even
determine whether a bill was legitimate or not. We were told about
sexual discrimination and physical harassment.
We were told about RTC employees being asked by RTC man-

agers to fabricate data for Congress when the real data was un-

available, because it would not Took good. We heard allegations of

the RTC Inspector General being viewed by employees as in bed
with management or incompetent. And we heard particularly dis-

turbing evidence of the Grovemment taking a dive in prosecuting
cases against S&L wrongdoers in Colorado and Texas.
No hue and cry across the aisle from my colleagues suggesting

we ought to extend the statute of limitations. No hue and cry sug-
gesting that we ought to have a special prosecutor for Texas.

Following the hearing, the Treasury promised to respond to the

allegations made by these whistleblowers. I still have questions
about it but they are working at it; something that never happened
in the prior 12 years.
Now, despite the hiring of some good people in Washington, I

still think there are serious questions today about these abuses and
what is happening there. But I think you have to stop and take a
hard look at what is happening here with respect to Whitewater.
We have a special prosecutor, a Republican. I believe he contrib-

uted to the campaign of Senator D'Amato. He was nominated by
President Bush to be a Deputy Attorney General in 1989, but be-
cause he was not absolutely in line with all of President Reagan's
appointees to the judiciary, he finally withdrew. He was the Chief
Prosecutor in Manhattan, appointed by President Ford. He is Presi-
dent of the American Bar Association, and he is investigating this

case.

I do not think you could find a prosecutor in the United States
who comes to this with better credentials of impartiality and of

substance and capacity.
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It seems to me Congress has learned something about invading
the prerogatives of special prosecutors and ruining cases by virtue
of our intrusion: witness what happened in Iran Contra.
But leaving that aside, I hope the press will be very, very clear.

Madison, if you look down the list of cases, this is the list of cases
and the cost of bailouts, is the only institution being questioned. I

would like my colleagues to look at this.

Here is the first page of major bailouts in the United States, be-

ginning with Lincoln Savings, going down. We have First Savings
of Arkansas, Little Rock-based. It is number 20, but not a question
has been asked about that, obviously. It is worth about $847 mil-

lion. You go down to number 34, you have the Savers in Little

Rock, but not a question's been asked about that, nor was it ever

questioned by our colleagues.
Then you go for several other pages and there are no other insti-

tutions. There are a lot of other big institutions, many of them in

Texas, I might add; some of them elsewhere. Independence Federal
Loan in Batesville, Arkansas, but they are not asking about that.

You can go down through the hundreds. They are still not asking
any questions. You go down through 137, but they are not asking
any questions. You do down through 160, but they are not asking
any questions. You go down through 183, but they are not asking
any questions. Then you have a couple more. And one of them, fi-

nally, number 194 is Madison, and that is the only one they are

asking questions about.

Now we tried four successive times
Senator D'Amato. Did they figure out why?
Senator Kerry. It is very easy to understand why. It is because

the President of the United States

Senator D'Amato. —^and his wife represented the firm. And we
talk about cover up. We talk about looking at the facts. All we are

saying is, let's see the facts here. You want to know why? Because

today, we have not had the facts. We have had obfiiscation.

Senator Kerry. Mr. Chairman?
Senator D'Amato. Well, you asked why.
Senator Kerry. Mr. Chairman, I believe I have the floor.

The Chairman. The gentleman from Massachusetts has the floor.

Senator Kerry. Now, let me point out to my fi^end fi-om New
York, that is the obvious rejoinder and we knew it would come to

that. But do not come here and suggest, therefore, that this is

somehow bipartisan. This has nothing to do with Federal policy on

savings and loans. It has to do only with the question of whether
or not the President might have done something wrong.
Senator D'Amato. No, I did not say that.

Senator Kerry. Then you come
Senator D'Amato. Maybe you said that. I did not say that he did

anything wrong. Let's understand that, so do not put words in my
mouth.

Senator Kerry. Then if he did not do anything wrong, and it has
to do with the question of policy, you have to ask the question: Why
are those other institutions, why are the Texas institutions not of

this significance?
In fact, maybe we ought to be
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Senator D'Amato. No one ever suggested that, and the only rea-

son I am asking is because you are putting it in a way that would

require a response. So, Mr. Chairman, I will try to withhold, but
I will tell you, I reserve the right to answer my colleague when he

puts forth charges and challenges me as to my motivation. All I

wEint are the facts.

Senator Kerry. Well, I want the facts.

Senator D'Amato. If vou do not want the facts to come out, that
is your business. And if you want to ask facts on any other banking
institution, and that is our responsibility, then we snould do it. But
do not hold me accountable because I did not ask about something
in Texas.

If somebody comes forward and says to me they want to learn

about something that is an incredible conflict, I say we should look

at it.

Senator Kerry. I believe I have the floor.

Well, you see, I want people to understand.
Senator D'Amato. They understand.
Senator Kerry. I want them to understand the double standard.
Senator D'Amato. I do not see a double standard. Yes, I do see

a double standard. I would say to my friend, I see a double stand-
ard. I see a cover up here. I see a whitewash here.

Senator Kerry. Mr. Chairman, do I have the floor.

The Chairman. Senator D'Amato, Senator Kerry has the floor.

Senator Kerry. This Senator came to this Committee and tried

to get this Committee to investigate BCCI, and the response of the
Senator from New York and others was this Committee should not
be involved in investigations. We could not even get a subpoena.
This Senator
Senator D'Amato. I was helpful to you in BCCI.
Senator Kerry. Let me finish.

Senator D'Amato. OK.
Senator Kerry. This Senator came to the floor and suggested, as

did the Senator from Colorado previously. Senator Wirth, and he
sat right here and we fought in this Committee again and again
to get full disclosure with respect. But this Committee could not

proceed forward.
Four times we voted on the floor of the United States Senate in

an effort to try to extend the statute. The Senator from New York
voted against it. Finally turned around

Senator D'Amato. That is absolutely incorrect. Senator.
Senator Kerry. He voted against it twice, and he finally-
Senator D'Amato. No, we voted for a clean bill, and you know

that. And I supported language, and as a matter of fact, if it were
not for my effort, we would not have extended the statute of limita-

tions.

Let's get the record straight.
Senator Kerry. I have tne record right in front of me, Senator.

It is right here.

Senator D'Amato. And I will read it too, and I will read it with
the quotations in it.

Senator Kerry. Is the Senator saying he never voted against an
extension?
Senator D'Amato. I did not say that. I did not say that.
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Senator Kerry. Correct. The Senator voted against an extension.
Senator D'Amato. Not four times.

Senator Kerry. I did not say four times. I said four times we
tried to get it, and four times we failed because it was stripped in

conference.
Senator Gramm. Mr. Chairman, are we doing opening statements

or is this a debate? We have got people here that are important
that have jobs to go to.

Senator Kerry. I just want to lay out very clearly, I am willing
to have any facts laid out but if we are going to come at this, then
I also want Columbia Savings, I want the full measure of Texas,
and I want all of them laid out which is what we tried to do since
I have been in the United States Senate. Let's go the full distance
and let's have a clause, let's have whatever we vote on ultimately
reflect the full investigative effort that we tried to get previously.

Senator D'Amato. I would support the Senator. If there is any
institution that we feel, or any Senator or this Committee feels, has
not been handled properly by the RTC, I tell you now I would join
in an effort to see to it that we get the proper oversight. I have
no problem with that.

The Chairman. We have eight additional Members here that

may or may not want to make opening comments and we did get
into something of a debate during that one.

Senator Mack, you are next. Do you have an opening comment
you want to maker

OPENING COMMENT OF SENATOR CONNIE MACK
Senator Mack. No, I do not.

The Chairman. Thank you.
Senator Braun.

OPENING STATEMENT OF SENATOR CAROL MOSELEY-BRAUN
Senator Moseley-Braun. Thank you very much, Mr. Chairman.

I hesitate to get embroiled in a brawl, but I could not help but

think, listening to the comments of Reverend Jesse Jackson's state-

ment that a text out of context is a pretext. Now only Reverend
Jackson could come up with something like that.

But I think, in this context, it points exactly to what Senator

Kerry has pointed out to the Committee and to the people here as-

sembled.
We are looking at and dealing with a huge mess, and I think we

have to take a look at the context in which all of these issues arise

to give these witnesses an opportunity, this distinguished panel of

witnesses an opportunity to respond to what has happened to the

taxpayers' interest, to the country's interest in regard to the larger

question of depositor protection and oversight by the RTC.
The failing of the S&L's cost this country in the neighborhood of

$125 to $150 billion. I think that it is fair that we give these wit-

nesses an opportunity to address the large issues pertaining to

these questions having to do with current management reforms,
what are the goals for the agency, how far have we gone to recap-
ture funds that the taxpayers have had to shell out, and where
there has been wrongdoing, and particularly Senator Kerry's lists

of the S&L's, I mean, the failed S&L's. I think we have an obliga-
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tion tx) hear how the agency has responded to those challenges and
those questions and what is being done now to clean up the house

that was inherited by this Administration, to fix the problem that

was inherited by this Administration, and what this distinguished

panel has to say about the general climate in which this cleanup
is taking place.

Secretary Greenspan and I would very much like to hear fi*om

him on the issue of interest rates and where we are going. Sec-

retary Bentsen is here to talk about the overview of Treasury's ini-

tiatives in this regard, and I congratulate Secretary Bentsen be-

cause he was here at the beginning.
I guess I date my service on this Committee with the first hear-

ing that we had at which Secretary Bentsen testified and talked

about the initiatives to clean up this agency.
But I do say that it seems to me to be a lost opportunity and un-

fortunate to engage in a brawl about a house that was inherited

in dire condition, that was messed up and for us to get into an ar-

gument over whether there are doilies on the dining room table.

We have to put this in context. We, I think, have an obligation
to hear from these witnesses regarding the issues that this hearing
was convened for.

The Chairman. Well, we are moving toward hearing the wit-

nesses and the more economy we can get in the opening state-

ments, the quicker we will get to them, I say to all the remaining
Members.

Senator Domenici.

OPENING STATEMENT OF SENATOR PETE V. DOMENICI
Senator Domenici. Mr. Chairman, I have a statement that I

want to give, because I want to talk a little bit today about equal
justice and treating everybody fairly.

But first. Senator Kerry, when I hear you talk about Republicans
using this hearing for the purpose that you describe, I would like

to make two points. If they are, that is not untoward or out of the

ordinary around here. We do it all the time.

And second, I think every Republicem that has learned about this

fi'om Representative Leach through our leadership, through Sen-
ator D'Amato, have all said that this Madison failure demands an

investigation.
Now frankly, we would not be doing it this way if this Senate,

controlled by your party, would do what it has done on many occa-

sions with reference to other politicians that happen to be Repub-
lican, and had a hearing on the subject.

It does not go unnoticed that the President's son had a detailed

investigation public in the United States House about his activities

and Silverado.

Frankly, if you look at what was in the newspapers about
Silverado versus what is in the newspapers about this, you could

just take 25 American citizens and say, is there any difference in

terms of having a full blown hearing on it, v/here witnesses are
called and evidence is taken? I trust them. I would think an over-

whelming majority would say, why not do it.



14

So my response to you is, why don't we have a Committee ap-

pointed in the United States Senate to investigate this, and then
we will not have to ask questions about it here.

Now, having said that
Senator Kerry. Would my colleague just yield for a moment? I

do not want to get into a thing. But, I mean, this is important dia-

log and I do not want to dismiss it.

I do not believe there was a special prosecutor.
Now the distinction is that we have learned that when you have

a special prosecutor, Congress tends to screw it up. I do not know
what is wrong with waiting the few months to see if the special

prosecutor comes forward adequately, and then proceed. Let me
just finish.

Second, the second distinction is, you had, at that time, a major
breaking. I mean, we also had a major investigation, and the Sen-

ator, who is the Chairman, will tell you all about it, that involved

Democrats, too, in the Senate. And that was because we were at

the cusp of the savings and loan crisis. We were dealing with the
most significant institutions; in fact, the number one institution.

Now we are talking about an institution where you have no evi-

dence of Federal action, no evidence of Federal involvement. It is,

in fact, a series of State involvements with a State official, at the
time he was a State official, involving State personnel. We do not

really have a nexus to this. And we are doing this in the aftermath
of a whole host of other institutions that were treated differently;

namely, Texas and elsewhere, because the statute was allowed to

run. ^fow we have extended it, and the Senator from New York de-

serves congratulations. I joined him in that.

I am fully prepared to have this institution
fully investigate this

if we are not satisfied, but I truly believe that wnat we are doing
now is piling on in a clearly partisan fashion.

Senator Domenici. Thank you very much.
Might I finish my remarks?
The Chairman. Yes, indeed.
Senator Domenici. And if anybody thinks I am addressing their

issue, just interrupt me and I will jneld to you. I do not really have

any reason to hog the floor here.

But let me make two more points and then give you a little anal-

ogy that I think is terribly relevant and deserves a little bit of con-

sideration by the Committee.
First of all, in the Bush situation, there was an investigation, he

was fined, and there was a full blown hearing in the Congress also.

Second, I understand the prosecutor is exclusively a criminal

prosecutor. In fact, I have not seen his

The Chairman. That is not correct.

Senator Domenici. Not true?

Maybe you could bring us the charge some time.

The Chairman. Yes, I will do that.

Senator Domenici. Fine.

The Chairman. Let me let you finish your comment, and then I

will read that into the record now.
Senator Domenici. But let me say, it sounds strange to me that

while the Members of the Senate and House were calling for an in-

vestigation, the majority party here responded that no investiga-
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tion was in order. They stonewalled it. In fact, look at Representa-
tive Leach in the House. What did he have to do? He did not have

any authority to get any information. He went on his own and did

it.

Well, we are asking for that. The leadership here savs no. Then
the push comes for a special prosecutor and that takes forever.

Now we are told the special prosecutor ought to preclude us from

inquiring.

Frankly, I think you can work out some agreements to have over-

sight up here.

And my last one goes
The Chairman. Senator Domenici, would you, at that point, be-

fore you move on, just so I can
Senator Domenici. Let me finish this thought because I think it

is very much related. And I say it to all these people at this table,

many of whom are very good friends of the President; one's a cabi-

net member.
I think a mistake is being made over and over again by not put-

ting the facts on the table. If there is nothing to hide, this Presi-

dent, his wife, and this Administration would have been better off

in the beginning to put it on the table.

Look how many of these we have had that started small. Then

everybody says, if they just would have put the facts on the table,
it would nave resulted in a little investigation and everybody would
have understood it. Instead, here we are faced with evidence that
is out there, that the media are printing, we do not know if it is

true or false, and we are forced into this situation to try to get to

the facts.

And then, when we are, we are accused because this is not de-

serving of this kind of hearing. There are so many others that are
in Texas, and there is one in New Mexico up there. Maybe there
is. Maybe they are not big enough. Who knows?

In any event, I want to yield to you at this point, Mr. Chairman.
The Chairman. Well, let me respond to a couple of the points

that you made.
First of all, just with respect to the charter of the independent

special counsel, and I will send you down a copy of this after I read
the citation into the record.

This is from the Federal Register of February 4, 1994, which lays
out the full text of the legal charter, the empowerment charter of

Independent Special Counsel Fiske. It cites here in four diflFerent

places that he has full authority to proceed to act upon any viola-

tion that he finds of either the criminal or the civil law; specified
that he has both available to him.
Now that does not set aside any responsibility of existing agen-

cies to proceed with respect to their charter regarding civil actions.

But the point is, he is very clearly given that specified authority
to proceed, not just on any criminal matter that he may find, but
also on any civil matter.

Second, he has spoken on this issue. And I think Senator Kerry
makes a very important point as to who this man is, what his

background is, and his certifiable independence.
If you will recall what he stated the day that he undertook this

assignment and his actions since, including those that he has taken
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as recently as yesterday, I think this is an Independent Counsel
that is clearly at work on all aspects of this issue.

But he was asked to comment on this very issue of the Congress,
starting down the track of a parallel investigation, now that he is

charged with doing this work as in independent special counsel.
And this is what he said, when asked if he thought this would
interfere with his work, and I quote him directly. He said:

I think the history of these situations is that it is diflicult to conduct this kind
of investigation at the same time a Congressional investigation is going on. The de-
cision whether to have such an investigation, obviously, is not mine, but I think just
looking back at the past, we can all see that it is not an easy relationship.

Now reference has been made of other Congressional investiga-
tions where people were actually found to have committed crimes
and then were never punished for them as a result of the fact that
the criminal charges were later thrown out in a court of law be-
cause of the Congressional investigation that happened earlier on.

I have very carefully weighed the requests that have come from
your side of the aisle with respect to the questions that have been
raised. And I have said, and I repeat here again today, when the

special counsel completes his work, if there are any questions re-

maining that require action by this Committee or oversight on this

Committee, we will get into them.
But something else also should be said, and I have said this

other times, and I do not know. Senator Domenici, whether you
were in the room or not at that time. You have cited things that
the House has done in the past. This Committee, by its structure
and nature and definition within the Senate, is not an investigative
committee. We do not employ any investigators on this Committee.
The Senate does have Committees that do have that authority.
Government Affairs Committee does and the Judiciaiy Committee
does, but we do not. Any effort to try to undertake a mil blown in-

vestigation, not just a nearing or inquiry, means you need inves-

tigators to do this job right. You need to bring witnesses in that

may want to come and they may not. You might have to subpoena
witnesses and you become involved in a very time-consuming and
very careful legal process that would run directly into the work
that the special counsel now has underway.
And I do not think we can justify doing that. I do not care what

the case is.

It would be a different matter if there were not an independent
special counsel who, in this case, is a Republican himself by his

background and he has been complimented highly, not the least of
which by my friend and colleague. Senator D'Amato, who at the
time gave this guy the Good Housekeeping Seal as a person who
would conduct a thorough and fair impartial investigation.

I think we have got to let him do that. Obviously, under the law
that was spelled out in FIRREA, you have certain rights which you
are exercising today to ask questions about certain cases up to the

point at which it may interfere with the on-going work of the spe-
cial counsel. We will have to address that as we go. But that is why
we have these witnesses here

today,
so they can answer questions.

I want to move on now, if I can, because we have other Members
and I want to get to our witnesses as soon as possible.

So, Senator Domenici, had you finished?
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Senator Domenici. Well, Mr. Chairman, I really had not, but I

was merely using most of my remarks to respond to Senator Kerry
thus far. I have a detailed statement that I am going to put in the

record, but I want to just tell you the essence of it.

The Chairman. Without objection, so ordered.

Senator Domenici. This is the essence of it.

Yesterday we got a call from a crying New Mexican whose busi-

ness was going to be foreclosed by the RTC. The woman was say-

ing, if I were a big shot in Washington, this would not be happen-
ing to me.

I have told most of the Members of this Committee, who were
here at various oversight hearings, about a doctor in the State of
New Mexico who ultimately settled a case because he was so har-
assed by the RTC.
And frankly, Mr. Chairman and Members, it is very, very inter-

esting, because many of the things that this S&L did wrong are re-

ported in the last 2 months in the Washington Post, the New York
Times, and the Chicago Tribune, as exactly the kind of things that
went wrong at Madison.

I mean, the analogy is incredible. Even to the extent of bujdng
property that perhaps was over-valued. He had nothing to do with

it, but they accused him of negligence per se, just because he was
a member of the Board.

I think the essence of this case, this situation, and I am not the
least bit reluctant to say to my friend from Massachusetts, this is

about Madison, this hearing. It should be about it. We do not have
an opportunity to do it anotner way.
We ought to be bringing to the attention of the American public

what we can under proper rules right here today. It will not get
very far because we do not have enough information.

Second, I think the situation cries out for a total disclosure of

why the appearance is so strong that those who dealt with Madison
as insiders, as incorporators, as lenders to a campaign, and all the
other facts alleged, I think those ought to be brought out. Sooner
rather than later.

I do believe, in my closing remarks, so there will be no doubt to

friends of this Republican, mat there is no doubt in my mind. And
I say this to my friend. Senator Bentsen, who I worked with here
forever and whom was the chairman of a big committee. If these
facts were out on a Republican with the Democrats controlling this

Congress, there would already be a special investigation going.
So if there is frustration, I believe it is real. I believe we really

feel it. We cannot think for a minute that there would not be a spe-
cial team here in the United States Congress investigating this if

the shoe were on the other foot.

Thank you for yielding.
The Chairman. Senator Boxer.

OPENING STATEMENT OF SENATOR BARBARA BOXER
Senator Boxer. Mr. Chairman, first I say to my colleagues, I

know I missed some opening arguments, if you will. I was marking
up the Clean Water Act and was trying to protect the oceans, riv-

ers, and streams for everyone, and I hope I did part of the job. I

hope I took care of Boston, took care of everything.



18

But, in any event, Mr. Chairman, as one of the people on this

Committee, and it was all Democrats that really called for this

kind of oversight, we are the ones who said we want to oversee the

performance of the RTC. And we made an amendment, some of us
down on this end, to make sure we would have this kind of over-

sight.
It is not about one institution; it is about all the institutions. So

for this Senator, maybe I am at the wrong hearing, but I thought
this was what we are supposed to do to ensure better performance
of the RTC.
Now we called for a number of things.
Stronger internal controls against waste, fraud, and abuse, a bet-

ter RTu response to problems highlighted by the auditors, a plan
to wrap up the cleanup process, expanded opportunities for small
business women and minorities, stronger oversight of contractors,
improved financial management and accoimtabihty of the RTC, an
increase in recoveries from asset sales, greater protection of whis-

tleblowers, and aggressive pursuit of those whose fraud and abuse
cost the American taxpayers billions and billions of dollars.

Whether those fraudulent actors are in California or Texas or
New York or Arkansas, we want to go after them. So all the out-

rage that we have seen on the Senate floor about one institution,
I want to tell you, I share that outrage about many institutions.

And I am looking to you to tell me how you are fixing it.

That is the purpose of this hearing today. We have had a finan-
cial tragedy. I can never forget the looks on the faces of these older

people in California when they bought those instruments they
thought were protected by the FDIC and found out they had lost

everything.
That is the image that I bring to this hearing, that is what I care

about. And I hope that in the course of the questioning about many
of these S&L's and the actors that are behind them, we can make
sure, with confidence, that you are moving in the right direction.

So thank you very much, Mr. Chairman.
The Chairman. Senator Bennett.

OPENING COMMENTS OF SENATOR ROBERT F. BENNETT
Senator Bennett. Thank you, Mr. Chairman.
I do not want to prolong what has been going on but I must

make a few quick comments on the main topic of the debate that
has proceeded.

I must agree with my collesigue from New Mexico that if the shoe
were on the other foot, we would be seeing the same kind of thing
going on with posturing in other ways.

Neil Bush did have all of his relevant material made public by
the RTC. I do not see a double standard in a call for Madison to

have all of its public records made public by the RTC.
liust pose this rhetorical question.
If the lawyer for the Rose Law Firm who had handled this mat-

ter was named Ed Meese, rather than Hillary Clinton, would we
be having the same discussion in the same way?
Ed Meese is an acquaintance of mine. I will not call him a close

friend. He went through much of the same kind of thing, and I

think if you were to make a chart of the number of Ed Meese's cli-



19

ents in terms of their importance dollar-wise, you would find far

many more pages prior to Ed Meese's name than we have seen

pages here today.
The Chairman. Senator Bennett, would you just yield to me at

that point for a question?
Senator Bennett. Surely.
The Chairman. I have thought about that. And I think there is

a very substantial difference, with all due respect.
Senator Bennett. I would like to hear it.

The Chairman. The difference is that in the case you cited, the
Neil Bush case, let us just take that case or any comparable case.

There was no special counsel established at that time. That case
was prosecuted or carried forward by regulatory officials who were
within an Administration that had been appointed by that Admin-
istration. And that creates, on the face of it at least, if somebody
wants to challenge it, an appearance of conflict.

The same thing could be said here in the absence of an independ-
ent special counsel. There was no independent special counsel in

the Silverado-Neil Bush case. And if there were none here, with re-

spect to Madison, then I think you would have parallel situations.

That is not what we have. We have a profoundly different situa-

tion. And the independent special counsel obviously is aggressively
at work. His reports today say that he plans to bring his first case
within 30 days. He has hired teams of lawyers that are being set

up in different places.
I have every confidence, based on what I have seen thus far, that

this independent special counsel means to turn all the cards face

up before this is done. That was not done in other situations. And
so when you try to make that parallel comparison, you have to take
that into account. If you were to subtract the independent special
counsel from today's situation, then you have an argument to

make. That makes it profoundly different.

Senator Kerry. Mr. Chairman, if I could just add to that, there
is no instance of President Reagan or President Bush appointing a
Democratic

special prosecutor to investigate, as President Clinton
has appointed a Republican special prosecutor. It's totally different.

Senator Bennett. If I might respond. I am not sure that it is ac-

ceptable to say that it is totally different. I am not talking about
these kinds of details, which I will allow those who have been here
before to argue about. I am talking about the rhetoric, and I know
the kind of rhetoric aroimd Ed Meese's supposed misdeeds, which
clearly would not have arisen if he were not a close friend of the
President of the United States.

Ed Meese did, in fact, nothing criminal, but he was pilloried on
the floor of the Senate and in Committees of the Senate and in

hearings when he came to
testify

in circumstances because of the
fact that he was a close friend of the President of the United
States. An argument could be made that he was sloppy in some of

his financial activities.

I will not defend that. I am just making the point that I think

Harry Truman was talking about when he talked about heat and
kitchen.
When the President of the United States has a problem with

close associations, and in this case, an associate so close that he
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has married her, he had better expect this kind of partisan shoot-

ing, and I do not think we should say, well, it is inappropriate for
it to come up. Because it always comes up, regardless of who con-
trols the Presidency and who controls the Congress, and it is a sin-

gle standard that all of us in public life have to live by. Usually,
to our sorrow, we discover it, but it goes on. I think we should rec-

ognize that is what is going on.

The Chairman. Senator Bennett, would you just
Senator Gramm. If we are going to debate each other, we are

never going to be able to finish this hearing. I would suggest that
we go on, let people make opening statements, go to our panel, and
let us ask them the questions.

If we go back and forth, we are going to tie up a third of the Grov-

ernment on the panel here before us. Maybe some will say the

country will be better off if they were here rather than doing their

tasks, but we are paying them to do their jobs.
The Chairman. Well, we are moving as quickly as we can.
Senator Bennett, let me just say I think your last point, in a

sense, makes my point. Ed Meese did come under, eventually, the

jurisdiction of a special coimsel, and that is when his name was
cleared.

I think what you are saying is, in that situation, as I listen to

what you say, if the Congress had not come in and bounced him
around, and if he had the chance to have the facts laid out as they
eventually were with special counsel, that that was a proper and
fair way for it to be done. That is precisely the point we are mak-
ing.

Senator Bennett. I thank the Chair.
Let me go to the issue that Senator Boxer raised about outrage

and what we are supposedly doing here at this hearing.
I share her sense of outrage about people like Mr. Keating who

ultimately went to prison and deserved to. The thing I would hope
we would pursue, however, is an outrage on the other side of the

circumstance, with which I have personal experience. And that is,

S&L's in my State that were being properlv run, appropriately
managed, the assets were being well guarded, and the depositors
were being taken care of, that nonetheless were forced out of busi-

ness by a very aggressive RTC that was determined not only to

shut down the bad apples, but were determined to close down the

industry. Anybody who had an S&L was immediately suspect. And
more than suspect, ultimately destroyed.

It is the flip side of what Senator Boxer talked about, people who
had invested in good faith in a sound business that was soundly
managed, who saw the depositors taken care of because of the bail-

out, and the shareholders lose their life savings because of very ag-

gressive governmental activity.
Now I do not expect that we can salvage that for those people

who went through that circumstance. It happened during the infa-

mous 12 years to which my colleague from Massachusetts keeps re-

ferring.
I do not carry any brief for those Administrators who did that

during that period, but I would hope we could address the question
of whether or not now in the present Administration there is an
awareness of the fact that that mentality, that I would compare to
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that that existed in Paris during the terror toward certain mem-
bers of the aristocracy whether they had anything wrong to do to-

ward the peasantry or not, existed in the management of the RTC,
and whether that has been addressed, and whether there's been
some attempt to cool that off.

Finally, Mr. Chairman, I would submit, for the record, a com-
ment that appeared in the Denver Post that I find quite disturbing.
It is signed by a John B. Cavanaugh who is listed as the Oversight
Manager in the Denver Office of the RTC. I do not, by any means,
say that I agree with Mr. Cavanaugh and the accusations that he

made, but it is a very inflammatory thing coming from an RTC offi-

cial and I would hope it would go in the record and that there
would be some kind of response.
The Chairman. Without objection, we will place it in the record.

I would like to see it.

Senator Faircloth.

OPENING STATEMENT OF SENATOR LAUGH FAIRGLOTH
Senator Faircloth. Thank you, Mr. Chairman.
I will attempt to cut through this quickly.
I feel an apology is almost in order to our guests today, particu-

larly those that did not come here for a Whitewater hearing.
But the truth of it is the Administration had attempted to lock

and limit the investigation into Whitewater and the opportunities
that we have had to ask and to inquire into it have been extremely
limited. We have been eating ice cream with a knitting needle and
it has come out very slowly.

[Laughter.]
And I readiW agree that the Administration would have been

better served
if'^they

had brought it out early.
We recently had the two reports from Mr. Hove's group, the

FDIC, on the role of the Rose Law Firm and the Madison Guaran-
tee Savings and Loan. This is not an outside group. It wasn't even
a report by the Inspector General. It was a report by employees
whose career path is going to be determined by the investigation.
It is a report by the legal division that retained the Rose Law Firm
in the first place.
The Rose Law Firm, Madison Guarantee Savings and Loan, and

FDIC have, and will continue to be staffed with personal friends

of individuals who have been implicated in Whitewater-related con-

duct. Some of the implicated individuals are part of the Adminis-
tration themselves, as is the case with Webster Hubbell.
The FDIC legal division offered a report on the relationship of

the Rose Law Firm and its client, Madison Guarantee Savings and
Loan, which attempts to exonerate the Rose Law Firm ana Web-
ster Hubbell in particular. It attempts to exonerate the FDIC from

any wrongdoing or conflict of interest. However, once again, we
have career Government employees who are investigating their ap-
pointed superiors.
What the report does, and I assume you've read it, Mr. Hove, is

list eight pages of memory lapses of Webster Hubbell, FDIC em-

ployees, legalese quotations from the Arkansas Bar Association,
and apologies for not having or not following procedures. It is an
eight-page plea of insanity.
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[Laughter,]
What the report does not do is change the fact that Hillary Clin-

ton and Webster Hubbell, as partners in the Rose Law Firm, prof-
ited on both ends of the Madison deal. They got it going and com-

ing.
It does not change the fact that Hillary and Rose intervened with

her husband's political appointee in Arkansas to keep Madison in

business. It does not touch or talk on that.

It does not change the fact that Hillary Clinton was in a 50/50

partnership with James McDougal whose savings and loan failure

caused the FDIC action against Frost & Company.
It does not change the fact that Webster Hubbell was hired by

the FDIC to represent what was left of Madison, despite the fact

that it was being sued by a member of his family; his father-in-law.

Now if you haven't read it, you ought to. It is really funny. The
report savs there was a conflict because Webster Hubbell had built

a firewall inside the Rose Law Firm between him and his in-laws,
an Arkansas firewall. You could strike a match behind it and hear
the scratch, see the glow, and feel the heat of his firewall.

[Laughter.]
Of course, we now learn that in the case of Hillary Clinton, Vince

Foster, and Dan Lassiter, the FDIC has exonerated Ms. Clinton
from a conflict of interest without her even being interviewed. I do
not know how you do that, but it worked out, without issuing a re-

port. Totally, she was exonerated. No report, no interview.

We do not know how much money the Rose Law Firm earned or
she earned for the firm because it was a confidential settlement
with Dan Lassiter. Hillary Clinton's husband was bankrolled by
Lassiter who's brother-in-law had his drug debts paid by Lassiter,
and both of them were flown around Arkansas by Lassiter, ana
were hired by the Government to represent the taxpayers against
Lassiter.

If that isn't a conflict, I do not know how you would design one.

The FDIC decides that she had no conflict of interest and exoner-
ates her. This, after the person at the Chicago Tribune, I assume
they're right, reported that Dan Lassiter's power of attorney, was
sent to the White House to move the Whitewater files of Vince Fos-

ter, a Ms. Thompson. She was sent in to remove the files firom

Vince Foster's office. She had Dan Lassiter's power of attorney.
Now if this isn't a cozy arrangement, I would like to hear one.

Mr. Chairman, you cannot tell the people of America who work
hard, pay their taxes, and play by the rules, that these insiders

who use connections, profit on both ends of deal after deal, ulti-

mately at taxpayers' expense, do not have a conflict.

Mr. Hove, the FDIC report means absolutely nothing. I hope the
search for the truth will go on.

The Chairman. Senator Shelby.

OPENING STATEMENT OF SENATOR RICHARD C. SHELBY
Senator Shelby. Thank you, Mr. Chairman.
I have been in another Committee hearing, but I do have a state-

ment.
Mr. Chairman, thank you. I want to thank you as others have

for scheduling this morning's hearing. This Committee has been
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very busy, but you are to be commended for finding an early date

to hear from the RTC Oversight Board. It is very important.
I would also like to welcome the witnesses today before this Com-

mittee. I am glad for the opportunity to hear from the Oversight
Board on the progress of the Resolution Trust Corporation since

the last oversight hearing.
At the last hearing, at which this panel was present, you were

a new team which had just taken over the responsibility of the

RTC. In the intervening year, you've had an opportunity to become
familiar with the inner workings of the agency and presumably to

make any necessary changes. I am very interested in your
progress. However, I have a couple of concerns. It is my under-

standing that fewer thrifts than anticipated are likely to fail before

the middle of next year. That is good news.
It is highly likely that Congress appropriated—maybe, I hope

so—^too much money for the remainder of the resolution process.
This excess funding could encourage the RTC to be less aggressive
in its efforts to obtain the maximum recovery for the taxpayers. I

hope that this will not be the case, and that the RTC will pursue
vigorously the best value for the taxpayers.

Further, I understand that resolutions are currently being de-

layed while the RTC completes regulations concerning the

minority- and women-owned business program. This delay is unfor-

tunate. I urge you to see that these regulations are completed
quickly so that the RTC can proceed with the resolution process
and complete its business before the middle of next year.

I am sure there are few others who will be more pleased to see

the lights turned off at the RTC than the five of you.
And on another subject, I make the following remarks only be-

cause I know it has been discussed already here today, and I want-
ed to make my position known.
On the issue of the Madison Savings and Loan, there are ungin-

swered questions that bear further scrutiny. We all know this. I be-

lieve that it is in the best interest of the President and Mrs. Clin-

ton and the right of the American people to have a full and fair

review of the facts surrounding the failure of Madison Savings and
Loan, Whitewater Development Corporation, and the Rose Law
Firm by the FDIC.
However, Mr, Chairman, I strongly believe this investigation is

most properly handled by the Independent Counsel appointed by
the Justice Department. Should Mr. Fiske uncover violations that
warrant prosecution or other things, these efforts may be jeopard-
ized, I would think, by concurrent Congressional investigation. We
know the history of this. I believe the Chairman has defined appro-
priately the role that this Committee should play at this time.
The public interest I believe will be best served by the RTC's ut-

most cooperation with the special counsel as he conducts this inves-

tigation.
I again appreciate the Board's appearance before this Committee,

and I look forward to your testimony.
The Chairman. Thank you very much. Senator Shelby.
I want to say to my witnesses, we are getting close.

Senator Gramm.
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OPENING STATEMENT OF SENATOR PHIL GRAMM
Senator Gramm. Thank you, Mr. Chairman.
Mr. Chairman, first let me go back to the reason why we are

here and why, as we all know, this hearing is about Madison Sav-

ings and Loan and the related issues.

First of all, we have a mandate under law to hold an oversight
hearing every 6 months. We have flexibility within that mandate,
but the bottom line is that this is the first hearing we have held
in a year.
The primal^ focus of attention in this hearing today is not the

general oversight of the RTC, though clearly focus on that is wor-

thy of our time and our energy. We all know why we are here. We
are all here this morning because there are a lot of xmanswered
questions that ultimately will be answered. The American public
will demand that they are answered.
As long as they're not answered, we are going to end up spending

our time and the use of our energies in mornings like this. Many
of you on the panel are going to end up spending your time in a
similar pursuit.
The first point I would like to make, Mr. Chairman, is that the

President could do us all a favor by ^ving the American public the
relevant facts in these cases, in Whitewater and Madison Savings
and Loan. Give the public the information that clearly the public
desperately wants in order to clear the air on this matter. I believe
that if the President did that then he could fi-ee himself of a very
heavy burden, and I think he could free us.

If I had wanted to be a prosecutor, I would have gone to law
school and I would have gone into the criminal justice system. This
is not my line of work, it is not something I feel I have any gift

at, and, quite frankly, it is not something Uiat I am interested in.

But we can't very well act as if a hearing of this nature is not
a normal mode of operation in the United States Congress. I just
was jotting down here, given my poor old memory, examples of
where we nave had criminal investigations underway and at the
same time we have had Congressional hearings.

Silverado, BNL, Penn Square, BCCI, Bank of New England, Em-
pire Savings, and in the case of BNL, we had an Independent
Counsel. So I think everybody knows that whether we want to be
drawn into this thing or not, whether it is a good use of our time
and energy or not, whether we are specifically charged with it or

not, until the President clears the air by giving the American peo-

ple the facts, we are going to be here.
I hope that he will do that. There is nothing I would rather do

than to get on with the Balanced Budget Amendment debate,
which is on the floor, or to get on with the debate about health
care.

The idea that somehow we can prevent the Congress from de-

manding that information be provided, I think, clearly, is some-

thing that is not going to go away. We all know that there is no

knowledgeable person in America that believes for a moment that
if Ronald Reagan were President, if an aide to Ronald Reagan had
died, if the personal papers of that aide had been gone through by
President Ronald Reagan's political operatives, if all of these ques-
tions were out there about Ronald Reagan, surely no one can be-
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lieve that the Congress of the United States would not be setting

up special committees, that it would not be the primary focus of

wnat we are doing.
Because the President's party is in power in both Houses of Con-

gress, clearly that is not happening. I am not ea^er to see it hap-
pen. What I would like to see happen, Mr. Chairman, is for the
President to present to the American people all of the facts, answer
the questions, clear the air, get this business over with so we can

go on about our business, which is the people's business.

The Chairman. Secretary Bentsen, you have been very patient
this morning, and we look forward to your report on the status of
the RTC, and where we stand at this point, and we would like to

hear from you now.

STATEMENT OF LLOYD BENTSEN, CHAIRMAN, RTC THRIFT DE-
POSITOR PROTECTION OVERSIGHT BOARD; SECRETARY, DE-
PARTMENT OF THE TREASURY, WASHINGTON, DC

Secretary Bentsen. Mr. Chairman, Members of the Committee,
I have the Oversight Board members with me here.

Alan Greenspan, Chairman of the Board of Federal Reserve;
Roger C. Altman, who is the Interim CEO of the RTC; Jonathan
L. Fiechter, who is the Acting Director of the Office of Thrift Super-
vision; and Andrew C. Hove, Jr. is the Acting Chairman of the Fed-
eral Deposit Insurance Corporation.
Also accompanying us is Dietra Ford, who is the Executive Direc-

tor of the Oversight Board.
I have a longer version of my testimony for the record, but I

would like to summarize it, particularly with the lateness of the

hour, if I might.
The Chairman. We will make your full report a part of the

record, and we would like vour summary.
Secretary Bentsen. Before I begin, in listening to the partisan

exchange, let me thank the Members of this Committee for their

bipartisan support last year, in the last session, to obtain the fund-

ing to finish the RTC job. I am quite appreciative of that.

Let me tell you something you do not hear very often. We are not
here to ask for more money.

[Laughter.!
[Applause.]
The funding provided through the RTC Completion Act should be

sufficient. In fact, thev tell me this is the first time that the Over-

sight Board has been before you that it wasn't asking for additional

money and funding. And I am just very pleased to be able to in-

herit that honor.
I am also happy to report that few S&L's are failing, and 99 per-

cent of private sector thrifts are well or adequately capitalized. Let
me review some of the numbers for you.

Since the RTC was created in 1989, it has taken over 743 failed
institutions and it has closed or sold 680 of them. In the process,
it protected nearly 23 million deposit accounts with an average bal-
ance of $9,000. RTC made good on the Grovemment's guarantee of

deposit insurance to millions of Americans nationwide, and, I

might add, it did it with minimum disruptions. A lot of the cus-
tomers did not even know that the RTC had taken over their S&L.
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The RTC also undertook the greatest Hquidation in history, so
far disposing of $393 billion in assets for about 90 percent of their
book value. Frankly, I couldn't believe that one. I made them go
back and check it again for me.
The RTC has sola, since its

inception, nearly 80,000 units as af-

fordable housing, so at least tens of thousands of lower-income fam-
ilies have benefited as this problem is being solved.

Crime is at the
top

of our agenda these davs. We talk about vio-

lent crimes. Well, tnis scandal had criminals, white collar crimi-
nals. More than 1,500 persons were charged with major crimes in-

volving S&L's. Nearly 1,250 were convicted, and of those sentenced,
more than 75 percent went to prison. RTC has pursued civil recov-
eries from wrongdoers with all involved agencies collecting nearly
$2 bilHon.
Mr. Chairman, when this Administration took office, the total

cost of resolving the S&L problem was estimated to be between
$100 and $160 bilhon. When I testified, just last March, we
thought as much as $45 billion in additional funding would be
needed. That was on top of the nearly $87 billion alreadv appro-
priated. A lot of people agreed with us. The Congressional Budget
Office estimated $50 billion. The General Accounting Office had us
around that level. And so did the House and the Senate Budget
Committees.
As RTC fimding legislation moved through the Congress last

year, constantly improving economic conditions resulted in record

earnings for the S&L and the banking industries. By mid-Novem-
ber, after

lengthy
deliberations in both Houses, the funding bill

provided $18.3 billion. And, that brought the total amount that was
provided by Congress for the cleanup to $105 billion, a figure on
the low end of the estimate when this Administration took office.

I know the results could easily have been different. Depositors
could have lost all their savings. The loss to the Government could
have been far greater. Resolution of the problem could have taken
much longer. But, to the credit of a great many people, including
many seated in this Committee, the problem is near resolution.

I would like to give some credit to the management of the RTC.
And I think we sure better credit the economy. Deficit reduction
has helped interest rates fall.

We have taken steps to increase the availability of credit. Tack-

ling unnecessary regulations and reporting requirements that dis-

courage lenders from making loans to small business. And we will

continue to propose changes that will result in greater credit avail-

ability and efficiencies in the banking industry. This is why we
want to settle a number of issues, including passage of the Commu-
nity Development Financial Institutions legislation, which includes
a balanced reduction and regulatory reform.

I will be before this Committee next week with specifics on the
Administration's proposal to reform and simplify the regulatory
structure for depository institutions. Our proposal will not only
eliminate imnecessary regulatory expenses, which could result in

the availability of greater credit, but just as importantly, it can

help avoid new crises by putting a stop to inconsistent and con-
fused regulation.
We will talk more about that next week.
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The point I want to make on deficit reduction is that the market

responded. The economy responded. Housing starts and home sales

are up, and that is sure good news when you're the RTU and you're

trying to close a property.
I can't help but think back. What a dramatic difference interest

rates make. I used to chair a savings and loan. I am sure glad I

sold it when I came to the Senate.

[Laughter.]
Not smart, just lucky. But I will tell you, when you have your

mortgages at one rate, and all of a sudden long-term interest rates

^0 substantially above that, you have got yourself a real problem
in an S&L. You see savings and loans, who are honestly trying to

compete, and what a hole it puts them in. Fortunately, we now are

seeing things go the other way with the substantial reduction in in-

terest rates.

And, I wEmt to say to you. Senator Bennett, I have seen some of

what you're talking about too. But sometimes they were the result

of oversights, and mat balances, in part, with the concerns Senator
Boxer has of pursuing institutions that have been ill-used and indi-

viduals guilty of malfeasance.
Lower interest rates and increased credit activity have brought

about increased earnings for all types of financial institutions.

Many S&L's that may have been at risk are now making profits.

You and I know we can't predict what is going to happen oetween
now and 1995 when the RTC goes out of business. Nobody foresaw
the floods and the earthquakes and they had their economic con-

sequences.
We are not done yet. Through 1995, RTC must continue to pro-

tect depositors, must dispose of some very-hard-to-sell assets, and
it must ensure its operations are run effectively. It must work to-

ward an orderly transition of its responsibilities to the FDIC and
it must never lose sight of its mandates to provide affordable hous-

ing and ensure maximum minority participation, including imple-
mentation of the provisions in the RTC Completion Act.

I have urged the RTC to work aggressively on the issue of minor-

ity participation. It is imperative that minority- and women-owned
businesses have an ample opportunity to win contracts, to purchase
assets, and to acquire failed thrifts. In fact, the RTC is taking spe-
cial care to meet the requirements of the Completion Act to provide
preferences to minority institutions and apply the least cost test.

Let me be more specific about some of those things I mentioned.
The RTC has begun resolving 63 insolvent institutions now oper-

ating in conservatorship, which have about 2.3 million deposit ac-

counts. Some additional institutions may be transferred this year.
If so, the RTC will make good on the Government's guarantee to

those insured depositors and any others who might yet fall under
its jurisdiction.

Insofar as the remaining inventory of nearly $64 billion in assets,

these, as you said earlier, Mr. Chairman, are the most hard to sell

properties that are lefl. They are real property and non-performing
mortgages.
While the improved economy helps sales, the potential loss to the

taxpayers can be reduced if these assets are managed and sold effi-

ciently. The RTC is working on improving its marketing and sales
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strategies. It is seeking creative, yet sound techniques to maximize
returns.
To fulfill its remaining mission, the RTC will benefit fi-om good

managers. Jack Ryan of the OTS was appointed Deputy CEO.
Ellen Kulka of the OTS has been appointed General Counsel. And,
Tom Horton has been promoted to Acting Senior Vice President for

Asset Management and Sales. I can tell you today that the Admin-
istration expects to submit its nomination for a permanent chief ex-
ecutive shortly.

I thank Roger Altman for the service that he has done as the in-

terim CEO. His term expires at the end of March, and we hope by
then to have a candidate. In line with the RTC Completion Act,
Jack Ryan will serve as the interim CEO between the time Mr.
Altman's term expires and the permanent CEO is confirmed.
The Oversight Board will also complete appointments to the

Audit Committee which will be in operation soon. I have asked
Frank Raines, Vice Chairman of Fannie Mae, to chair that one.
And to serve as members, we asked Jonathan Fiechter of the OTS,
and Robert Larson, Vice Chairman of the Taubman Company and
a former member of the Oversight Board. Mr. Larson has also been
renominated to serve on the Oversight Board and I hope you will

be able to approve his nomination soon.

The RTC will close down on December 31, 1995, 1 year earlier
than originally thought, and planning for that is well underway. I

expect the new management to work with the people at the FDIC
in a cooperative way to carry out the transition of the RTC to the
FDIC.
This past year, the Oversight Board has also strengthened our

staff reviews.
I was being reminded of my testimony of last year, the rec-

ommendations and the improvements that we sought to bring
about. We have done a number of them; we have not completed
them all. We are obviously still working at it and we are scrutiniz-

ing some. For instance, our staff has been monitoring the RTC's ef-

forts to improve its contracting systems and its oversight. The re-

view is being conducted to make sure policies are applied uniformly
to all contractors, and that contract oversight procedures provide
effective review of performance.
The Board's staff has also focused on the RTC's financial operat-

ing plan, its operating budget, and all of its borrowing activity.
Our advisory boards are taking hard looks at the RTC's policies

governing asset sales.

Late last vear, Ira Hall of IBM USA was named Chairperson of
the National Advisory Board, bringing considerable financial exper-
tise and private sector expertise to that process.
These Boards meet regularly at sites nationwide. They discuss

progress and they hear testimony from witnesses on how these reg-
ulations and procedures affect aifferent parts of the country. The
RTC listens to their advice, and the Advisory Boards have been in-

strumental in helping to advance affordable housing opportunities.
Our advisory board structure will change this year. Tne Comple-

tion Act created a new Affordable Housing Advisory Board to re-

place the National Housing Advisory Board. The new Board will be
made up of nine members, including the Secretary of HUD. They
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will provide advice on affordable housing programs and how to

merge RTC programs with the FDIC programs after the shutdown,
and we are looking forward to working with them.

Now, last year at this hearing, I announced ten management
goals aimed at improving or reforming RTC management. Things
like putting in place a system to ensure prompt foTlowup on find-

ings of the Inspector General and the General Accounting Office,

strengthening the contracting system, oversight of private sector

contractors, and appointing a chief financial officer.

The RTC Completion Act mandated and expanded on those re-

forms and RTC is moving to meet the standards that Congress de-

termined and set. I am pleased with the results.

In a minute, I would like Roger Altman to discuss them with

you, one by one. I hope you especially note what has been done on

opportunities for minority- and women-owned businesses and in

strengthening the RTC's internal accounting and administrative
control systems.

I personally believe that these programs are an important part
of the RTC's duties and that this is an area it must continue to

focus on to ensure legislative mandates are carried out.

Mr. Chairman, let me end on this. I believe that the RTC has
made significant progress in the past year in achieving its man-
dates and in addressing the concerns that you folks in the Congress
raised, concerns by the GAO and by the Oversight Board.
You bet there have been a lot of problems but the organization

has been relatively free from partisan conflict. Republicans and
Democrats alike have been committed to fulfilling the Govern-
ment's obligations to protect depositors at the least cost to the tax-

payers. In 1994 we will keep working at that one.

Looking to 1995, well, I believe the RTC will be more than happy
to be out of business. I sure will be happy.
Thank you.
Now let me turn it over to Mr. Altman.
The Chairman. Mr. Altman, we would like to hear from you now.

STATEMENT OF ROGER C. ALTMAN, MEMBER, RTC THRIFT DE-
POSITOR PROTECTION OVERSIGHT BOARD; DEPUTY SEC-

RETARY, DEPARTMENT OF THE TREASURY; INTERIM CEO,
RESOLUTION TRUST CORPORATION, WASHINGTON, DC
Mr. Altman. Thank you, Mr. Chairman.
I, too, have a longer statement which, with your permission,

could be entered into the record.

The Chairman. Without objection.
Mr. Altman. And I will summarize it here.

This is probably the final time I will appear before the Congress
in RTC capacity. Under the terms of the Vacancy Act, my appoint-
ment would expire on March 30, 1994. There are limited cir-

cumstances under which that conld be extended, but I do not be-
lieve they will apply.
As Secretary Bentsen said, it is our intention to nominate a per-

manent chief executive as soon as possible. Last year, we chose, I

think, a fine candidate, Fanley Tate. He withdrew, which was not
at our urging. And I believe he would have done a good job.
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I want tx) join with Secretary Bentsen in thanking the entire

Committee for its bipartisan efforts to secure funding through the

Completion Act passed late last year,
I would also like to note that the RTC has taken special efforts

to be responsive relative to the California earthquake. Foreclosures

in those effective areas have been delayed. Homeowners are being

helped to avoid delinquencies on mortgages held by the RTC. And
we notified FEMA of 54 multi-family imits and 47 single-family
residences that can be made available for temporary housing.
Now onto the status report.
Mr. Chairman, the S&L collapse required the biggest financial

rescue probably in world history. Including money spent by the

FSLIC, beginning in 1988, it is expected to cost the American tax-

payers the staggering sum of about $150 billion.

To put that into perspective, at today's budget levels, that is

equivalent to about 45 years of Head Start, or about 9 years of aid

to families with dependent children. At a time when we all struggle
to finance Federal support of vital activities, from national security
to education, these are sobering comparisons. I am sure all of us
would agree, on a bipartisan basis, to make every effort to ensure
that such a fiasco is never repeated.
When we inherited responsibility for this agency, it was not in

sound condition. It was one of the largest contracting organizations
of all time. But it had poor contracting procedures. It was selling
assets in massive blocks, denying local investors a shot at local

properties which they knew best.

Despite being larger than almost any American financial institu-

tion in the private sector, any bank or any securities firm, it had
no full time chief financial officer, no permanent General Counsel,
and it had no business plan. So we determined to concentrate on

repairing the organization. And when Secretary Bentsen first testi-

fied before this Committee, almost exactly a year ago, he outlined

a series of management reforms to which we committed ourselves.

I would like to very quickly just review some of those. A full-

fledged review of all 21 of them is appended to my statement.

Co^^^RACTING. We found that the agency's contract award proce-
dures had often been violated in the past, and our first action there

was to mandate compliance. Some of the compliance problems re-

flected weak organizing principles. Contracts were often let by the

same employees responsible for overseeing them.

Obviously, in the event of a compliance problem, the employee
then had little incentive to draw attention to it. So the Office of

Contracts has been reorganized into two separate units; one for

contract solicitation and award, and another for contract adminis-

tration to avoid conflict.

The scope of contracting oversight has been substantially ex-

panded. Among other things, the staff there has been more than

doubled, and reviews of nearly 500 outstanding contracts were un-

dertaken last year.
Audits. A new reporting system has been implemented to ensure

that management responds to the concerns raised by auditors, and
that system now tracks and updates the status of all Inspector

General, GAO, and internal RTC findings and recommendations.



31

And I am pleased to say that the RTC today is current in following

up on almost all GAO and OIG findings.
Business plan. We completed a comprehensive business plan.

We provided copies of that to this Committee. It is a highly de-

tailed, and, I think, objectively speaking, a good piece of work. It

is intended to be a living document, and we are going to update
it regularly as conditions warrant.
Chief financial officer. Donna Cunninghame, our chief finan-

cial officer, has been on board for about 8 months. She's taken that
helm very ably, as reflected in a series of improvements in the in-

ternal controls in the organization.
The professional liabiuty section. This has been a particu-

larly troubled area of RTC operations. There have been complaints
from both sides of the spectrum, as the comments already here

today illustrate. Complaints that the RTC was vmfairly pursuing
former S&L directors who had no real roles in those organizations,
and on the other side, complaints that the RTC was not sufficiently
zealous in pursuing the real crooks.

As GAO recognized in its mid- 1993 report, the primary problems
have involved inadequate staffing and an overall lack of experi-
enced attorneys. And the temporaiy nature of the RTC has made
it particularly difficult from a recruiting point of view.
We have worked hard to increase the size and the training of the

staff in this area. We currently have the highest total of attorneys
on board in the agency's history. Moreover, senior RTC and FDIC
officials are planning to merge the RTC unit here, the PLS unit
with its counterpart in the FDIC, recognizing that the FDIC is a
source of experienced attorneys in this area.

I also want to say that effective prosecution of PLS claims contin-

ues to be one of the RTC's highest priorities.

Secretary Bentsen referred to our having formed an Audit Com-
mittee and appointed its members. We have also established a
Joint Coordinating Committee with the FDIC for purposes of plan-
ning the transition of portions of the RTC back into the FDIC by
the end of 1995.

I would like to make a special set of comments about expanded
opportimities for minorities and women. That has been one of our

highest priorities, as Secretary Bentsen said.

First of all, we elevated tne minority and women's program to

the divisional level, and put the head of it on the Executive Com-
mittee

reporting directly to the CEO.
We took action to expand the number of minority- and women-

owned businesses receiving RTC contract solicitations. And there
are now more than 1,100 of them in our database.
Let me say a couple of words about the record.

On a cumulative basis, since inception of the $3.7 billion award-
ed in non-legal fees, $800 million has been awarded to minority-
and women-owned businesses, 21 percent. Take a look at last year.
We paid non-legal fees of $500 million, and minority- and women-
owned businesses received 31 percent of those.
We also continued efforts to encourage the use of minority- and

women-owned law firms on the legal side, as far as legal fees are
concerned. Last year, such firms received $54 million or 13 percent
of all legal fees from us, a big increase from the 1992 level. And
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within the category of minority- and women-owned law firms, mi-

nority-owned law firms received $36 million, far above the $23 mil-
lion of a year before.

I think the entire RTC is quite proud of the sharply increased
levels of minority and women's participation in all of the fee gener-
ating activities of the agency. And details on that are also ap-
pended to my statement.

Turning briefly to operations and financial issues, Secretary
Bentsen cited a series of statistics relative to the amounts of insti-

tutions which have been resolved since inception, to me the most
important statistic is $9,000. Nine thousand dollars is the average
balance in institutions which have been resolved. And for those
who think this has been a bailout of the rich and famous, I think
that is a pretty telling number.
We have 63 institutions under conservatorship today, $18 billion

of deposit. Now that the Completion Act is law, we are in the proc-
ess of marketing these remaining conservatorships. We think these
63 will be resolved, Mr. Chairman, by the summer of this year.
And that it should cost $9 to $11 billion to do that.

On the asset sales side, we exceeded the targets we initially set

last year. Book value reductions, $63 billion; cash proceeds, 76 per-
cent of that. That is a recovery rate below previous years because
now we are down to poorer quality assets, hard-to-sell assets. For
this year. 1994, we expected to reduce the book value of our inven-

tory by $43 billion, cash proceeds, $29 billion, projected recovery
rate, 66 percent.

Now, on this asset sales side, one of the things we did was to put
in place a small investor program. Because if I heard anything in

this past year in this capacity, it was that local investors did not
have a shot at local properties which they knew best. So we took

steps to ensure that assets would be available for sale individually
to small investors with moderate levels of capital.
Under this program, individual offerings of real estate properties

have been emphasized. Underscore individual. Auctions and sealed
bid sales have become more frequent and geographically focused.

Smaller loan pools are being offered to allow buyers to purchase
smaller, more geographically segmented groups of loans.

And I am pleased to say that at the most recent non-performing
loan auction in August of last year, a third of the winners were
new buyers who had not participated before. The new bidders,
overall bidders were, for the most part, smaller companies with a
much higher preference for smaller loan pools and were most inter-

ested in buying geographically focused loan packages located in

their own areas.

Affordable housing. Secretary Bentsen noted this. Since incep-

tion, we have sold over 77,000 units for a total of $1.2 billion. The
average annual income of households purchasing in that program
has been about $24,000, which, by the way, is 61 percent of the na-

tional median family income.

Finally, Mr. Chairman, the issue of whistleblowing.
As was noted earlier, last September, this Committee held over-

sight hearings where a variety of allegations were made, including
retaliation against whistleblowers.
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Let me emphasize, in the strongest terms, we support protections
for whistleblowers and have taken several actions to address those

allegations. I issued a memorandum on October 4, 1993, to all RTC
employees strongly reiterating our policy of prohibiting retaliation

against whistleblowers.
We established an Employee Ombudsman Program to augment

the efforts of the Inspector General in gathering all types of em-

ployee allegations. That Ombudsman reports directly to the CEO
on a weekly basis.

I think that program's working pretty well because as of Feb-

ruary 15, 1994, we have received 116 inquiries, 96 of which have
been closed and 20 of which are still pending.
We also had conversations, in person and by telephone, with six

of the individuals who testified here before this Committee. And
during these interviews, we solicited comments, feedback, and sug-

gestions from them on how best to remedy the problems which they
raised. A number of those interviews were insightful and have been
taken into accoimt in our efforts to remedy some of the manage-
ment problems at the RTC.

I just want to underscore how seriously we have taken these alle-

gations, and that hundreds of hours have been spent working to

understand and resolve them.
In closing, the Completion Act requires the RTC to terminate on

December 31, 1995. We will make that. There is no question we
will make that, and I think it will be a happy day for all concerned,
especially the American taxpayer.
Thank you.
The Chairman. Thank you very much.
We are now going to proceed with the questions, and we will go

with normal 5-minute time periods.
Chairman Greenspan, let me start with you. The Federal Re-

serve, of course, has raised interest rates earlier this month, and
you have

just
indicated publicly again that further increases are

likely. And we know in the past that rising interest rates have the
effect of causing significant problems for thrifts. Now obviously the
amount is highly relevant. But my question to you would be what
effect are these higher interest rates likely to have on the RTC,
and for that matter, on the future health of the thrift industry,
which is still trying to work its way back?

ALAN GREENSPAN, MEMBER, RTC THRIFT DEPOSITOR PRO-
TECTION OVERSIGHT BOARD; CHAIRMAN OF THE BOARD OF
GOVERNORS OF THE FEDERAL RESERVE BOARD, WASHING-
TON, DC
Chairman Greenspan. Mr. Chairman, I think you raise a very

important question because one of the lessons of this whole experi-
ence has been that we have, we put into place in the early post-
war years, an institution which was a specialized institution, one
which could not function in a period of significant inflationary im-

balances, an institution which had long-term assets and short-term
liabilities.

And, as the Secretary indicated, when interest rates generally go
up, that institution is pressed, as indeed we saw in an extraor-

dinary sense in the period 1979-1980.
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One of the things that is very important that we not allow to

happen again is that extraordinary type of inflationary imbalance
which was so destructive to those types of institutions. To be sure,
savings and loans, as a consequence of that, have restructured
their balance sheets to a significant extent, and then maturity mis-
match is not the size that it was previously.

Nonetheless, should interest rates rise significantly, then I think
it does put those institutions in a very difficult position. It has been
the concern of the Federal Reserve that we endeavor to fend off anv
such types of inflationary instabilities, and the actions that we took
on February 4, 1994, and the general discussion, which I outlined
to the House Banking Committee Subcommittee in trying to com-

prehend the types of problems that may be out there, were put for-

ward precisely to prevent the types of difficulties which so debili-

tated the savings and loans.

To date, the affects on these institutions, of course, have been
minimal and we do not expect to see any particular problems
emerge on that. But I would like to ask my colleague, Jon Fiechter,
what he sees. He is looking at these institutions in a much more
detailed way than I.

JONATHAN L. FIECHTER, MEMBER, RTC THRIFT DEPOSITOR
PROTECTION OVERSIGHT BOARD; ACTING DIRECTOR, OF-
FICE OF THRIFT SUPERVISION, WASHINGTON, DC
Mr. Fiechter. I would echo what Chairman Greenspan said.

First, clearly a major risk in the thrift industry, given the nature
of the business, is interest rates. A real difference between the
thrift today versus the thrift of the late 1970's that ran into so

much difficulty when there was the rate spike in the early 1980's
is that restructuring, both of assets and liabilities. There are a lot

of thrifts now that will not hold fixed rate mortgages any longer
because they went through the early 1980's. Also, as a consequence
of removal of rate Q, institutions are much better able to manage
their liabilities.

As you know, Mr. Chairman, as a consequence of FDICA, GTS
has spent a lot of time on interest rate risk. We have a fairly exten-

sive model.
In anticipation of this, I asked the staff", based on the information

that thrifts now provide, what would be the effect of a 200 basis

point increase in interest rates if it were to happen as an across

the board increase. And I do not think we are talking about that

type of change.
Only ten institutions would fail their current capital require-

ments. None of them would go below 2 percent capital, however.
And while it is a very uncertain world we live in, the analysis that
we have done has suggested that at least in the numbers that we
are talking about today, the thrift industry is much better posi-
tioned to handle rate increases going forward.
The Chairman. I think that is an important response because it

shows, as well, that our re-engineering efforts in FIRREA and then
in FDICA appear to be working now. If we get overtaken by events
that drive interest rates up by more than 200 basis points, we are
into a different zone. But let us hope we are not going to deal with
that.
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Chairmsin Greenspan, let me ask you one other question. This
issue has obviously gotten a lot of attention here this morning. Are

you satisfied with the way that the Madison Guaranty issue has
been handled by the RTC?
Chairman Greenspan. The Oversight Board has, as far as I am

concerned, had no relationship with the Madison issue, because
that is a special case which is handled by the RTC directly. And
I must say I have not followed it in any manner which would en-

able me to address the question in a useful manner for you.
The Chairman. Senator D'Amato.
Senator D'Amato. Thank you, Mr. Chairman.
Mr. Hove, on August 10, 1989, there was a letter written to Mr,

John O'Donnell by Ken K. Schenck, a credit specialist. I do not
know whether you have seen this letter in your reviews of this

whole matter. Just let me read you the last paragraph.
"In the process of our suit against Frost & Company, we will

most certainly examine practices and procedures Madison Guar-

anty used in their day to day operations. We are making this infor-

mation available, in detail, to Mr. Hubbell."
Now listen to this sentence.
'To believe that none of this information will make it back to his

family is naive. I do not know whether or not any information up-
coming will be damaging. However, I would like someone with a

lighter scope of authority to review the situation and possibly
eliminate this conflict."

Here is a credit specialist who is telling you what the real world
is about. He was there.

Now, let me go on.

In the report released by the FDIC, the 8 pages are what I think
is the most incredible whitewash of Whitewater gate that I have
seen. This is incredible. Incredible. And I have spoken to you just
briefly before and told you what I am going to ask.

On page 6, at the bottom, it says, "In addition, we have found
no evidence that the firm had a close relationship with the S&L
which might call into question its independence."

I mean, I have to tell you, given the information that your people
were reporting back to Mr. O Donnell, FDIC S&L project area coor-

dinator, August 10, 1989, given this, I would question how the
FDIC can make an assertion that the Rose Law Firm did not main-
tain a close relationship with Madison Guaranty. That is incredible
in light of the fact that they had a monthly retainer with them for
15 months several years earlier. I mean now do you come to this
conclusion?
Let me ask you one other thing. Is it true that no documents

were reviewed as part of the FDIC's internal review, which was
conducted by your law department? Is that true? Do you know?

ANDREW C. HOVE, JR., MEMBER, RTC THRIFT DEPOSITOR
PROTECTION OVERSIGHT BOARD; ACTING CHAIRMAN, FED-
ERAL DEPOSIT INSURANCE CORPORATION, WASHINGTON,
DC
Mr. Hove. Let me respond to your questions in the order that

you gave them.
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You first talked about Mr. Hubbell and his relationship with the
suit with the Frost accounting firm.

Senator D'Amato. Have you seen this memo?
Mr, Hove. I have not seen that memo.
Senator D'Amato. Will the staff give a copy of this memo to Mr.

Hove, please.
Take a look at that last paragraph and let me know whether or

not your people, in conducting this review, have seen this, going
back to 1989. The person who sent it said it would be naive to

think that Mr. Hubbell would not pass this information onto his

family.
Mr. Hove. Let me respond by saying that even if he had, the

issue between Mr. Ward, who is Mr. Hubbell's fathei'-in-law, and
Madison Guaranty had been already decided and Mr. Ward had a

judgment at that time against Madison. That case was on appeal,
therefore, any information that Mr. Hubbell could obtain, even if

he would obtain it and give it to his father-in-law, would not be ad-

missible, and would not be in the appeal process even if he had the
information to give him.
Senator D'Amato. Mr. Hove, let me ask you, did you read page

6, the bottom of your report, because we do not have much time?
It says we find no evidence that the firm had a close relationship
with the S&L. Do you really believe that to be the case? Do you
really believe that a monthly retainer that Hillary Rodham Clinton
had did not establish a close relationship? Are you really suggest-
ing that there was none? Is that credible in light of what you
know?
Mr. Hove. Her relationship with Madison was on an issue that

was in a State agency and not with the FDIC, and our case was
not against Madison. Our case was against the Frost accounting
firm.

Senator D'Amato. In addition, we find no evidence that the firm
had a close relationship with the S&L, which might call into ques-
tion its independence. I mean, are you serious? I mean that is the
conclusion that was drawn. Now let me tell you, it was made by
your legal department.

Let's go on to something else. You have an Inspector General.
Was the FDIC Inspector Greneral involved in this review?
Mr. Hove. No, sir. I indicated to you, in my confirmation hear-

ing, that we were undergoing a review by our legal division as to

what was the conflict policy that may be in effect between the Rose
Law Firm and the FDIC in the lawsuit that Rose was doing for the
FDIC against the Frost accounting firm.

Senator D'Amato. Let me ask you this. Do you plan to ask the

Inspector General's office to analyze the procedures used by the
FDIC legal staff in conducting this internal review and in essence
to review this matter?
Mr. Hove. I would do that if the Committee requested that.

Senator D'Amato. Well, I am requesting it, and I would suggest
that you would not need the Committee to ask you to do this. I sug-

gest to you that it is your job to do it. I would suggest to you that
when you have such obvious areas of conflict as are described in

this report, and you are saying that there was no close relation-

ship, when you are suggesting that Mr. Hubbell was not in a posi-
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tion to give any information to his father-in-law, then your conclu-

sions are incredible.

If you do not have an Inspector General look into something like

this, then what do you have him for? And what do you have? Do
you have staff people who make this kind of determination?

Now, I have to tell you, you will be doing yourself and the FDIC,
I think, great, great damage if you just think that vou can let it

rest on these 8 pages of sophomoric, legalistic mumbo-jumbo that

does not hold water. And I just looked at this report. I have seen
references to it in the newspaper. This is the first time I had an

opportunity to review it personally this morning, and it is

shockingly inept.

Now, I have this question. Do you intend, not by way of this

Committee instructing you, to put this matter before the Inspector
General? Yes or no?
Mr. Hove. Senator, we have been reviewing this matter in order

to review our procedures with respect to conflicts—with conflicts

not only with tne Plose Law Firm but every law firm that we deal

with. Our procedure is to deal not only with the actual conflicts but
also to deal with the appearance of conflicts. In this case, had we
done that, had we dealt with the appearance of conflicts, it is likely
the conclusion would have been different.

Senator, this has been several years ago. At that time, we had
many cases coming into us as a result of the savings and loan fail-

ures, and the case, under the rules that we were dealing with at

that time, did not present any conflict of interest from the Rose
Law Firm suing the Frost accounting firm.

Senator D'Amato. What we are doing today. Today you are say-

ing there may have been a conflict back then because they did not
have clear rules spelled out.

Now let me tell you, whether or not it smells today, it smelled
then. I do not want to get into legalese that it may be a conflict.

I want to know if you are going to ask the Inspector Greneral to re-

view this matter? That is the question,
Mr. Hove. I will do that if the Committee requests it.

Senator D'Amato. Well, Mr. Chairman, I would, at this point in

time, move that we ask that this matter be reviewed by the Inspec-
tor General.
This is not going to interfere with any Federal prosecution that

is taking place. It is a question of ascertaining whether or not we
are getting the facts. It is a question of whether or not legal coun-
sel has analyzed all of the documents. I do not know. I read one
news accoimt that says that no documents were received as part
of the FDIC's internal review. I do not know whether that is true
or not, but that is certainly something I intend to pursue.
The Chairman. Let me just respond to your question, because

the time is up, and I want to stay within these time periods, or we
will not be able to move in an efficient way.

Let me take your request imder review. I am not sure that a re-

quest from a single Senator is sufficient in asking for an Inspector
General review. I do not know without looking at our past practices
and precedents.
Senator D'Amato, Mr, Chairman, let me thank you for the man-

ner in which you have handled this.
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But I have to tell you something. I wonder why, when I asked
vou a question, the fellow behind you with the glasses, and all his
hair that I wish I had, came up and told you what to say.

Now, can I ask your title and your responsibility?
Mr. Jones. I am Douglas Jones and I am Acting General Coun-

sel.

Senator D'Amato. You are the Acting General Counsel. Well, you
would know whether or not you are going to ask, it seems to me,
for this to be reviewed.

It is a matter of you seeing that the propriety of this report, the

integrity, the correctness of it can be substantiated. It would seem
to me that you would want to do that.

It would seem to me that, without counsel coming to you and

saying, well, you know, you can wiggle-out by saying that the Com-
mittee has to ask.

I appreciate the Chairman's response, I really do.

I just make that observation, Mr. Hove, that I find your response
totally unacceptable.

Senator Boxer. Mr. Chairman.
The Chairman. I want to move ahead to Senator Kerry who is

next. If you want to make a response, please do.

Mr. Hove. Yes, I would like to.

First of all, all of the documents, everything that we have discov-

ered, is available to the Special Counsel, and we will make that
available to the Special Counsel. I will commit to you that I will

ask the Inspector General to undertake an investigation.
Senator D'Amato. Thank you. Thank you, very much. I think you

have done the Administration a service, yourself, and the FDIC,
and I applaud you for that.

Thank you, Mr. Chairman.
The Chairman. Senator Kerry.
Senator Kerry. Mr. Hove, you were originally appointed to your

position by President Bush, were you not?
Mr. Hove. That is correct.

Senator Kerry. So you are a holdover from the Bush Administra-
tion. There is no special affiliation you have with President Clin-

ton? Is that correct?

Mr. Hove. Correct.
Senator Kerry. I think it is a fair issue always as to what the

level of review is as to any institution, if it takes place, and I have

certainly shared a public expression of concern about what the In-

spector Grenerals have done or have not done. But I would like to

see if it is going to be done as to Madison, I really want to see it

done as to Columbia and as to some of the others. I just think we
ought to cover the board here.

Second, I would want to point out the distinction here which we
keep missing. One of my colleagues earlier said that if this was
President Reagan who did this and it was Silverado and so forth,

we would be screaming.
Those were sitting Presidents who made sitting decisions regard-

ing a policy, at that moment in time, that cost the taxpayers a lot

of money. There is no sitting Presidential decision here. There is

no issue of Presidential policy here. There is no issue of taxpayers

being cost money by an action taken by the President of the United
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States at this time. This happened in 1982 and 1986, before he be-

came President.

Now an individual died, and there is an investigation into the

death of that individual, and what may or may not have happened
is a fair question with respect to the death. That is being inves-

tigated by the first Special Prosecutor of an opposing party that I

can think of in my public memory in public office that has been ap-

pointed.
That is the clear distinction here, and it is a very real distinction.

No taxpayer money. No public issue of policy. No decision of a sit-

ting President of the United States with respect to what this Com-
mittee has oversight on and is here for today.
The question is legitimate: What took place? Were there relation-

ships previously? These are important as to all these banks. It is

fair for the Special Prosecutor to proceed on that, and it is even

more important that this Committee guarantee, down the road, we

investigate everything.
I am not sitting here saying something may not have taken

place. In point of fact, there may be some indication that some
folks outside of the White House may have some questions to an-

swer, but there is no evidence whatsoever, with respect to policy
or taxpayer money, of any decision made by the President of the

United States that warrants this kind of inquiry.
Now let me ask you, if I may, Mr. Altman and Mr. Secretary,

perhaps you can share with me, because one of our concerns is not

just Madison but a whole lot of other institutions. I think 42 per-

cent of the total losses fall in Texas alone. There is a serious ques-
tion about professional liability with respect to those institutions.

I would like to know, to date, what is the total amount of money
recovered from directors or officers of these institutions nationally?
Mr. Altman. $640 million, Senator.

Senator Kerry. $640 million?

Mr. Altman. I meant from institutions. From institutions.

Senator Kerry. And that is recovered through liability cases?

Mr. Altman. Those are criminally related recoveries.

Senator Kerry. What about civil? Is there any at this point?
Mr. Altman. In addition to that figure I gave you, about $745

million fi*om civil-related recoveries.

Senator Kerry. So we have, in fact, recovered to date $1.3 bil-

lion? Is that correct?

Mr. Altman. [Nods in the affirmative.]

Senator Kerry. It is not insignificant.
Can you break down where that has taken place? It is my under-

standing that 42 percent of the total cost of bailout was Texas. Is

there a corresponding recovery rate, or any kind of rate you could

give us as to where the most money came from?
Mr. Altman. I do not have information with me. Senator, on

State-by-State breakouts.
Senator Kerry. Would it be possible just to get that at some

point in time?
Mr. Altman. We would be happy to do our best to do so.

Senator Kerry. I think it would be good to have a sense of that.
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It is my understanding that you were going to take a look at this

question of why the recovery rate may or may not have been low.

Have you been able to draw any conclusions as to that?
One of the things I heard is that a lot of the attorneys who came

on believing that they were going to be able to engage in recovery
grew so frustrated at not being able to do so in the early years that

they left. I do not know if that is legitimate, or if you have found
other reasons, but could you share with the Committee what, if

anything, you may have discovered with respect to the recovery
process?
Mr. Altman. As I said in my opening comments, the entire PLS

area has been a troubled one. There nave been complaints from
both ends of the spectrum about over-zealousness and about inad-

equate pursuit.
We have had, as GAO in its report noted, a high degree of turn-

over and difficulty recruiting and retaining experienced attorneys
because of the temporary nature of the RTC. After all, here we are
with less than 2 years to go.

Senator Kerry. Currently, that is true. What about in the late

1980's?
Mr. Altman. Of course, the RTC has always been intended to be

a temporary agency. I just refer vou to the GAO report which con-

cluded that that was a particular problem. As I mentioned, we
have made a series of efforts to strengthen that—the most impor-
tant of which is to hire a very good and a very strong Greneral

Counsel.
When we inherited responsibility for the RTC, despite its being

such a large institution—as I said, larger than almost any private
financial institution in the country—it did not have a full-time

General Counsel. That is a very important step we took.

We also have more PLS attorneys on board today than ever be-

fore in the history of the organization. So we are making every ef-

fort to try to fulfill all the responsibilities we have in this area.

I do not think there is any way to know. Senator—or if there is,

I do not know—whether, or what percentage of recoveries have
been made compared to the potential that an ideal effort, or a per-
fect effort would have obtained. I do not know the answer to that.

Senator Kerry. My time is up. Thank you very much.
The Chairman. Thank you very much. Senator Kerry.
Senator Bond is next.

Senator Bond. Thank you very much, Mr. Chairman.
Mr. Altman, are there special measures taken in the resolution

of a failed thrift when you find it to be affiliated with a high-profile
individual? Someone in Government, for example?
Mr. Altman. The procedures. Senator, which the RTC follows are

intended to be identical in each case; and they certainly have been
identical in the case discussed this morning.
Senator Bond. After you discovered that the President of the

United States' name might be mentioned in a criminal referral

being made by your agency, did you take any steps to ensure that
documents created in the case were protected and preserved?
Mr. Altman. When the possibility of a criminal referral was

brought to me, I took one
step.

That was to instruct all of the rel-

evant RTC personnel to handle any judgments about criminal re-
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ferral in the same exact fashion that they would be hgindled in any
other PLS matter with no deviation whatsoever. As far as docu-

ments are concerned, the same thing appHed.
Senator Bond. You instructed them to handle the documents in

the same way?
Mr. Altman. That is correct.

Senator Bond. Were there any instructions received by you or,

to your knowledge, anyone in your agency from the Department of

Justice, the White House, or Special Counsel with respect to the re-

tention of documents?
Mr. Altman. To the best of my knowledge, and I believe I know

this, there were no requests or conversations with the White House
whatsoever on that.

With regard to Justice and Special Counsel, I am advised there
have been conversations, the essence of which is with each party
reminding the other not to take steps or release information which
could jeopardize either party's investigation.
Senator Bond. Given the facts I set out in my opening state-

ment, we are concerned about whether all the documents are there.

Can you assure the Committee that no one has issued any instruc-

tions to you or your agency to retrieve, relocate, destroy, or tamper
with any documents dealing with Madison, its affiliated enter-

prises, directors, owners, or business partners?
Mr. Altman. I have no knowledge whatsoever of any such effort.

Senator Bond. Has anyone in your agency—specifically the De-

partment of Records Management—^indicated to you there are any
missing documents? Or has anybody discovered any files missing or

unaccounted for?

Mr. Altman. No.
Senator Bond. You are absolutely sure
Mr. Altman. No. Your question was: Has anybody indicated to

me.
Senator Bond. All right.
Mr. Altman. The answer is, "no."

Senator Bond. Would you inquire of your Records Management
Agency whether they have either been given instructions about the

handling of documents from somebody outside; or, if they have
found any evidence of missing documents, or find that there are
documents apparently missing? Would you inquire of that and ad-
vise us if you do find that there is such information?
Mr. Altman. [Nods in the affirmative.]
The Chairman. I think the stenographer should note that he is

nodding in the affirmative.

Mr. Altman. "Yes."

Senator Bond. Finally, will the RTC release copies of the initial

September 1992 referral and copies of the second referral in Octo-
ber 1993 to the Department of Justice?
Mr. Altman. Senator, we are not in a position to release any doc-

uments that could have a negative impact on the investigation. I

do not think you would want us to do that. Documents of the type
that you are talking about fall into that category.
Senator Bond, i^legations were made by Susan McDougal that

many of the Whitewater files were actually delivered to Mrs. Clin-



42

ton in 1987. What steps have been taken by your agency to recover
those files, or to ascertain where those files might exist?

Mr. Altman. I have no knowledge of that matter.
Senator Bond. Have you heard of the allegation?
Mr. Altman. Actually, no.

Senator Bond. Mr. Altman, I know there are many aspects to it.

I was just reading one of the stories appearing in Commentary
which referred to those allegations. We do not know if they are
true or not, but I would suggest that someone should make inquiry
to ascertain whether there is any truth to the allegations and, if

so, to take appropriate steps to recover such documents.

Finally, where are the documents being kept? And have they
been thoroughly catalogued?
Mr. Altman. Well, I can assure you that all proper procedures

relative to safeguarding of documents are being followed.

We also have a responsibility, in regard to any case, to obtain all

the necessary materials for purposes of making a litigation deci-

sion. So any documents that the legal staff at the RTC believes

would pertain, or would help it reach a conclusion on a litigation
decision on this or any other matter, it makes a maximum effort

to obtain.

Senator Bond. But on that, you have no knowledge of the specific

question I asked about the records potentially in the possession of
Mrs. Clinton?
Mr. Altman. None whatsoever.
Senator Bond. Thank you, Mr. Chairman.
The Chairman. Senator Boxer.
Senator Boxer. Thank you, Mr. Chairman.
I want to pick up where Senator D'Amato left off with Mr. Hove.
Mr. Hove, a Bush appointee, you were familiar, obviously, with

the laws in those days regarding conflicts of interest, and you said

that at that time there had to be a direct conflict of interest, and
the appearance of a conflict of interest now is considered impor-
tant; but at that time, that is not the way things were done? Is

that correct?

Mr. Hove. That is correct, Senator.
Senator Boxer. So the law was strengthened, and now you have

to look at the appearance of a conflict of interest?
Mr. Hove. It is not a law; it is a procedure that we have at the

FDIC.
At that time, we were looking only at the conflict of interest.

Now we look not only at the conflict, but also at the appearance
of any conflict.

Senator Boxer. Right.
Well, Mr. Chairman, I think this is a very important point. What

I would like to suggest is this: My colleague, Senator D'Amato, is

very interested in mis one particular S&L which, as I understand

it, on the list of failures is the 194th largest in the country.
I am also interested in seeing if there were conflicts when law-

yers were hired in some of the bigger closers. For example, there

were, as I understand it, 14 S&L closures that cost the taxpayers
more than $1 billion each. Of these mega-failures, six were located

in Texas, two in California, two in Arizona, one in New Jersey, one
in New York, one in Florida, and one in Pennsylvania.
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I would like to ask you—and since the Chairman said a Senator
can make a request—^that in these mega-failures, these six, I would
like you to go back and take a look at the law firms that we used
at that time to see if there were conflicts of interest and, at the

same time that you issue this to Senator D'Amato, I would very
much appreciate knowing that. I have a big concern about the

scams that were going on at that time.

Mr. Hove. Senator, many of these cases probably
were RTC

cases and not FDIC cases. The reason that we had tnis case was
that we inherited the FSLIC cases in late 1988 or early 1989. This
one came to us at a window of time prior to RTC's being created.

So I think that your request might better be directed toward the
RTC.

Senator Boxer. Well, then I will make that request to the RTC
and ask that we have that report. Would I make that to Mr. Alt-

man, or Secretary Bentsen?
Mr. Chairman, who do you think would be the appropriate per-

son?
The Chairman. They both are hearing it.

Mr. Altman. Yes.
Senator Boxer. I will assume that will be done because, as I say,

what I find most incredible is that there is this outrage directed

at one particular situation, and it is so obvious why.
You know, Mr. Chairman, I just want to

say this, if I might, and
I will get back. I just have to say this, if I might.
We all bring our experiences to the table, to our Committees, to

our work. As I sat through this, I had the sense that this reminded
me of something, the dynamics here. It comes back to my being a
mother and my experience in raising two kids.

When they wanted something, they made a pretty strong case.

When they really wanted something, they stamped their feet. And
if I gave tiiem what they wanted, I expected them to be happy be-

cause I acceded to their request. If they kept on stamping their

feet, I would tell them: You are unreasonable. And if they kept it

up, I would take further action.

But I think what I see going on here is that there was a demand
for the best and most impartial person to look at a situation that,

obviously, had a lot of political overtones. In an attempt to handle
it fairly, that request was gpranted. And we do not know the end
result. But what I see happening here, Mr. Chairman, is that the

people are still stamping their feet as if nothing has been done.

Something very important has been done. A Tease has been taken
on offices for something like 4 years. Eight attorneys are looking
at this whole situation. Every question that has been asked by my
colleagues is being looked at, not by a Democratic prosecutor, as
Senator Kerry has pointed out, but by a Republican prosecutor and
someone who, I believe, has the faith of the American people, if not
some of the Senators here today who seem to want to interfere in

that investigation.
The Chairman. Senator Boxer, I might iust say that you may or

may not have seen this in this mornings Wasnington Post, but
there have been 25 FBI agents assigned to woik with the Special
Counsel, in addition to that legal staff that you cite.

Senator Boxer. Yes.
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And, Mr. Chairman, I have to say that gives me great comfort.
As much as I respect my colleagues' skill at questioning and badg-
ering, I would rather have this matter handled by someone who is

so well respected and cannot be accused of partisanship as my col-

leagues on the Republican side here could be, or I could be, or Sen-
ator Kerry could be.

So let us stop stamping our feet, and let us say this is good; that
this investigation is going forward. I really do have faith that we
will find out what the problems were, and we do not know where
it all will lead, but I do not think that turning this hearing into
a brow-beating of witnesses here does any good at all.

I have some written questions I would like to submit, but I would
have to say, overall, I am pleased with the report that we are get-

ting. It seems to me we are moving along, perhaps hopefully under
budget, moving forward with women and minorities and the things
that many of us care about, and going after these crooks.

Thank you.
The Chairman. Did you want to say something?
Mr. Altman. No, no. I just wanted to note to Senator Boxer we

would respond to that question you were asking.
Senator Boxer. Thank you. I really look forward to seeing that

for those six institutions.

Thank you.
Secretary Bentsen. I might want
The Chairman. Senator Bennett—Excuse me.

Secretary Bentsen. —to respond, too.

My responsibility as Chairman of the Oversight Board is in over-

sight, and I am specifically precluded from intervening in individ-

ual cases. That is the function of the RTC.
Senator Boxer. But the RTC will do that. Thank you.
The Chairman. Senator Bennett.
Senator Bennett. Thank you, Mr. Chairman.
I agree with Senator Boxer. We all bring our personal experi-

ences to this. I will try to stop stamping my feet. I think that is

an appropriate response.
Senator Boxer. You have just been tapping your toe.

[Laughter.]
Senator Bennett. I have just been tapping my toe.

I just, however, out of my own experience, share with you the
number of times that I, as a loyal Republican, went to the White
House in the Nixon Administration and kept saying: "You have got
to get this out. You have got to find out who is behind this and
tell the truth."

And I kept getting told: "This is a third-rate burglary that no-

body cares about." I am sure on a list of breaking and entering this

would have—the Watergate breaking and entering would have
been considered very, very minor.

People kept saying to me: "No, no, it will all blow over." Well,
it was Members of your party. Senator Boxer, who kepu stamping
their feet and kept the thing up.
A Special Prosecutor was appointed whom, in my recollection,

was a Democrat. I think Mr. Cox did not have very good Repub-
lican credentials when he was appointed to that circumstance.
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Senator Kerry. He was a Republican, one of the good ones from

Massachusetts, but he was a Republican.
Senator BEN>fETT. He was a Republican? I knew his law partner.

He was a Democrat.

[Laughter.]
We need not beat this further, but I do hope everybody under-

stands that when there is an allegation of wrongdoing, the smart-
est thing any politician can do is get all the facts out on the table.

I have tried to do that when I have been accused of making mis-
takes. I have discovered that the very best thing you can do, politi-

cally, is not try to cover it up, and that is the only advice I give
my friends in this circumstance having lived through the Water-

gate thing on the other side of it.

Senator Kerry. Can I just take 30 seconds to say to my col-

league, that is exactly what we did. Senator Moynihan, national

television; Senator Bradley, Senator Bob Kerrey, myself, and others
said: appoint a Special Prosecutor, and indeed the White House
turned around and did it while the President was in Europe.

Senator Bennett. I understand all that, but I also understand
that the stamping of the feet that went on prior to that probably
had something to do with that decision. I do not think it was en-

tirely sound public policy on the minds of the people on the other
side.

Let us get back to the RTC, if I can.
I do want you to refer carefully to the article that I put in my

opening statement. You have talked a great deal about minorities,
and women, and I yield to no one in my desire to see to it that
there is fairness done.
The allegations that were made by the gentleman from Denver,

however, is that there is serious reverse discrimination going on in

the RTC; and that anyone who does not fall in that category cannot

get a job and cannot get a promotion. If that is true, this is some-

thing, I think, you should pay attention to. I would ask you to re-

view that.

Now, I make reference to continuing sales. Again, this is a per-
sonal circumstance. I have had a number of people come to me in

Utah and say: "Here is a marvelous investment opportunity to pick
up, at fire sale prices, properties that can be enormously valuable."
I have decided, finally, to divorce myself from having to make any
investment decisions, and I have put all of my assets in a managed
trust and trust the trustees of that trust to make those kinds of
decisions.

I said to them, "I cannot personally invest in this because I sit

on the Banking Committee and it is involved in oversight of the

RTC, and these are RTC properties." I did, prior to creating the

managed trust for my assets, go through the process of looking at
them. As a businessman, I can say you really are moving them
very rapidly because it struck me that some of the prices were in-

deed unduly low, and that the RTC could, in fact, have gotten a
better price almost as quickly, if not just as quickly, as they were
getting for some of these properties.
Do you have a sense on that issue? I am not accusing you of any-

thing. I simply want you to talk about it.
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Mr. Altman. Well, first of all, Senator, we have a statutory re-

sponsibility to maximize recovery for the taxpayer. We must pursue
sale techniques which respond to that goal.

Second, all RTC assets, for practical purposes, are sold at auc-

tion, an auction of one kind or another. So rather by definition, the
price which the market establishes on that day is the price.

It is always possible to look back on any transaction and say you
should have done it later, or you should have done it earlier, but,
fundamentally, all of our sales are on an auction

style
basis.

I think the only other point I would make is that we are now
in—our inventory today is of the harder-to-sell variety as we are

getting down toward the end. So our recovery rates, as I mentioned
in my statement, are lower. Last year we recovered at a rate of 76
percent of book value, and this year it will be in the mid-60's.

Senator Bennett. Let me just go back to your earlier statement.
I understand what you are saying here, and I do not want to be

argumentative about it.

In one instance I was told, that while it was technically an auc-

tion, the RTC had determined the price; and that if I would simply
submit a bid for this price, I would be guaranteed to get it; that
the RTC would not entertain any other requests. I turned it down,
as I say, for the reasons I have described, although I will say to

my colleagues that the Ethics Committee told me I need not have
done that, I could have made the investment.

I decided to avoid the stamping of feet later on in some future

campaign in Utah. I would not run the risk. It was my understand-
ing that the people who did ultimately pick up the property did it

for the price we were told was the price. We were told, yes, this
is technically an auction. There will be a sealed bid, but this is the
sealed bid we want. If you submit it at that price, we can guaran-
tee that you will get it.

Mr. Altman. I would like to make two points. First: That is not
how it is supposed to work. If it worked that way, taking your com-
ments in their entirety, it should not have. Second: The RTC does
reserve the right to reject bids and to establish, in effect, reserve

prices, or floors. So it is not the case—it is not always the case,
that whatever the high bid is, it is accepted. But there should
never be an auction where any such indication or any such knowl-
edge is provided beforehand. If it was, it was a mistake and should
not have happened.
Senator Bennett. I will just assume that it was a mistake at

that particular circumstance, and I am grateful to you for your re-

sponse.
The Chairman. Perhaps a look could be taken at what was going

on there. Let us not have it happen again.
Senator Sarbanes was not given a chance, or was not here in the

sequence to give an opening statement and has asked to do so, and
I am going to acknowledge that, as I do with everyone. Then, after
he has done that, we will start his time clock on questions.

Senator Sarbanes.

OPENING STATEMENT OF SENATOR PAUL S. SARBANES
Senator Sarbanes. Mr. Chairman, I will be brief I do not want

to impose on my colleagues, but I cannot forego the opportunity.
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with Chairman Greenspan here before us, not to talk about inter-
est rates just briefly, since I think they are so essentially involved
with where the economy may be going. I just want to make a state-
ment about that.

I have met with the Chairman from time to time, both privately
and, of course, in public sessions, and I have raised with him the
concern that a hike in short-term rates would raise long-term
rates.

The Chairman's position has been, as I understand it, that when
short-term rates go up, long-term rates would initially rise but that
within a few weeks or so they would settle back down to a level
near where they had been when short-term rates were raised.
We then contacted the Fed for the analysis that, in effect, was

the underpinning for this statement. We have had difficulty getting
that analysis, but it has finally been forthcoming.
The Fed says, and I quote: "As you have noted, short- and long-

term rates do tend to move together."
They then go on to make a rather subtle argument that, to the

extent that the Fed is ahead of the curve, the response of long-term
rates is less than when the Fed is moving too little too late in re-

sponding to a buildup of inflationary pressure. So, in a sense, they
are shifting, as I understand it, the position that was asserted to
me by the Chairman.
On the morning of February 4, 1994, when the Federal Open

Market Committee raised the Fed fund rate from 3 to 3.25 percent,
the 30-year bond rate stood at 6.30 percent. Since that time, long-
term rates have risen steadily.
As of the close of business yesterday, the 30-year bond rate was

6.65 percent. Thus, since Fed funds were raised, long-term rates
have risen by 35 basis points—in other words, more than the 25
basis-point increase in short-term rates.

Now, last summer at a hearing with Henry Kaufmann and Paul
Samuelson, copies of which testimony were sent to the Fed with a
request that it be distributed to members of the Open Market Com-
mittee, HeniT Kaufmann argued that raising short-term rates
could lead to higher long-term rates.

In other words, the contrary of this position that was asserted
that if you take up short-term rates you can bring down long-term
rates, and I quote Kaufmann.

I also take issue with the assertion that a small increase in the
Fed funds rate this summer would be welcome by the financial
markets and would accordingly lead to a decline in bond yields.

Perhaps.
But equally likely is that the bond market would interpret such

a rise in the Federal funds rate as the first in a number of future
increases, and market participants might easily react by pushing
bond yields higher. Under that scenario, the rise in the. Federal
funds rate could magnify inflationary expectations, precipitating a
sell-off of bonds.
Just today, Hobart Rowen, one of our Nation's most perceptive

economic commentators, has an article in the Washington Post
headed 'The Fed Meddles," and I just want to quote from it briefly:
As it has many times in the past, the Federal Reserve Board is taking the countrydown the wrong road by raising interest rates. It has violated the dictum, 'if it ain't



48

broke, don't fix it,' and as a consequence the smooth recovery from recession that
has cheered business and consumers over the past year is being threatened. Fed
Chairman Alan Greenspan told the Joint Economic Committee in widely analyzed
testimony January 31 that the Central Bank which had allowed interest rates to

fall to record lows would not change policy
to slow economic growth. But 4 days

later on February 4, the Fed raised snort-term interest rates by one-quarter of a

point in a 'preemptive strike' against future inflation. To make sure there was no
doubt in the markets that the Fed had decided to interrupt the easy money pattern,
Greenspan publicly announced the move. In new testimony this week, Greenspan
failed to justify the Fed's action. He admitted that there was no discernible infla-

tion; that wages are not moving up; that there is virtually no fear that the economy
is growing fast enough to make over-heating a danger.

Now, the whole problem here—and this is to close this statement
and then I just have a couple of questions to put to Mr. AJtman.
I will not take anywhere near my question time—is all encap-
sulated in this cartoon.

[A cartoon board is displayed.]
The cartoon shows this truck moving down the road that says

"economy." And the economy has been moving down the road, and
we all want to see that.

The driver here has got his hands up to his head in horror. He
is slamming on the brakes, as you can see, "Brakkkk," "screeeech,"
bringing this truck labeled "The Economy" to a halt. The reason he
is doing it is because out here in the middle of the street is a man
labeled "Greenspan"

[Laughter.]—and he is bending over here. He is out in the middle of the

road, out in front of the truck, obviously forcing it to come to a

screeching halt.

He is bending over to pick up these papers here that say "inter-

est rates" and he is saying: "Let's see. We'll just pick these up."
Now
Chairman Greenspan. You know, Senator, I pulled a muscle in

my back and I am now just realizing how I did it.

[Laughter.]
Senator Sarbanes. Well, I am glad we found the explanation for

it, Mr. Chairman.
Senator Kerry. You know, Mr. Chairman, if you said something

really interesting now about interest rates, you could functionally
terminate this hearing and relieve us all.

[Laughter.]
Senator Sarbanes. Mr. Chairman, I know that is not the focus

of today's hearings, but I think this matter is of such importance.
The Fed, of course, is urging the Congress to stay the course on

fiscal policy. I happen to agree with that. I think we ought to stay
within the constraints of the agreement that was reached last year,
and I expect that we will. But, by the same token, it is my own
view that the Fed should have stayed the course on monetary pol-

icy certainly until we had greater assurances that real growth was
taking place in some lasting and permanent way, and some evi-

dence that one can look to that indicates that we are beginning to

get some kind of an inflationary problem.
Now, Mr. Altman, I just want to put a couple of questions to you.
Earlier you were questioned by one of my colleagues on the other

side who went, I thought, through a list of have-you-stopped-beat-
ing-your-wife type questions. So let me try to turn it around and
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get it. I want to be sure. Do I understand that the cases to which
they are making such reference were hsindled in the same way that
all other cases were handled? In other words, according to regular
procedures?
Mr. Altman. Yes.
Senator Sarbanes. Was anything unusual done in these cases?

Or was the procedure that was followed consistent with what was
followed in any cases where references were made?

Mr. Altman. Senator, the instructions that I gave were that all

procedures, normal procedures, should be followed in this manner
without any deviation.

Senator Sarbanes. And to the best of your knowledge, that is the
case? Is that correct?

Mr. Altman. Yes.
Of course, I am commenting as to the handling of the case under

my responsibility. I am not making a comment about matters that
I nave no knowledge of of 3 or 4 years ago.
Senator Sarbanes. I understand that. But, as I understood the

questions that were put to you, it was with respect to your own re-

sponsibilities. I do not know how you could be expected to assume
the responsibilities of others, so to speak.

. Mr. Altman. [Nods in the affirmative.]
Senator Sarbanes. Mr. Chairman, I just have one comment

about the constant reference here to Madison, and Whitewater, and
so forth. That is, that an Independent Counsel has now been se-

lected. I read the transcript of his press conference with the Attor-

ney General when it was announced.

Actually, as I understand it, or as he said, he defined the scope
of the investigation. In fact, he says:

I am totally satisfied that I will have the independence and complete authority
to do this job right.

And then the resolution by which his jurisdiction is defined—^this

is Robert Fiske I am talking about now:
This resolution has been drafted broadly. It was drafted by me to give me the

total authority to look into all appropriate matters relating to the events that bring
us all here today.

And he then goes on to specify that.

Now, of course, I think Fiske is regarded highly. In fact. Senator
D'Amato called him "a man of unflinching and uncompromising in-

tegrity. He is the kind of person who will bring out the truth for
the American people so there will be no question as to the thor-

oughness and objectivity of this investigation." I do not differ with
that evaluation, I say to my distinguished colleague from New
York. From what I know about Mr. Fiske and what has been told
to me about him, I think that is an accurate evaluation.

Now, the other point I want to address is, he was asked in that
conference: "Do you think that a Congressional hearing of any kind
at this point might hamper your investigation?" This was a ques-
tion put to Fiske at that press conference when he assumed his re-

sponsibilities. And this was Independent Counsel Robert Fiske's re-

sponse, and I am quoting:
I think the history of these situations is that it is difficult to conduct this kind

of investigation at the same time a Congressional investigation is going on. The de-
cision whether to have such an

investigation, obviously, is not mine, but I think,
just looking back at the past, we can all see that that is not an easy relationship.
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End of quote.
I just wanted to put that on the record, because I think it is very

important to understand that an Independent Counsel now has
been selected. The Independent Counsel has been given a grant of

authority. Actually, according to his own testimony, he defined, in

effect, the g^rant of authority.
I have not quoted it, but the Attorney General is very clear here

in her statements that he has a full scope to proceed as he deems
necessary, and to call upon any resources that he thinks are advis-
able. It seems to me that we have put the matter where it ought
to be put.
Now there was some delay in getting to that point. I understand

that. But that is the point we are at now, and it seems to me that
that ought to be reassuring to the American people, that this mat-
ter will be looked into thoroughly and comprehensively, and that
Mr. Fiske and his associates—^he is now in the process of putting
together, I understand, a rather large and first-rate staff—will get
to the bottom of this matter.

I think it is very important that that be put in the record.
I thank the Chair.
The Chairman. Thank you. Senator Sarbanes.
I made reference earlier—I will just take one moment before call-

ing on Senator Faircloth—I made reference earlier to the actual

legal charter of the Independent Special Counsel Fiske which was
published in the Federal Register on Friday, February 4, 1994, and
I have read it.

I will just hold it up here. We will put it in the record so that
it is there in the context of this discussion—^but this is about as
broad and as firm a legal mandate as anyone could have.

I notice here that, under the Department of Justice, the action
to accord him that kind of operating latitude was in the form of a
final rule. So this locks it in. This Independent Counsel, I think,
is highly regarded across the board as indicated by Senator
D'Amato's comments and others that have been made by other peo-
ple who know him well. He has the authority to go anywhere he
thinks it is necessary to go.

I again make reference to that article today in the Washingfton
Post because he is obviously setting up subsidiary investigative ef-

forts where he is putting together teams to go down each and every
issue, so that there are no questions left at the end of his work.

In any event, I urjge my colleagues to take a look at this because
I think it is instructive.

Senator Faircloth.

Senator Faircloth. Thank you, Mr. Chairman, and I want to

thank you for the manner in which you have conducted the hear-

ing. It has not been
easy.

I had one or two quick one-liners, and then I had some questions.

[Laughter.]
This is in sympathy with Mr. Altman.
I have bought and sold many a piece of land in my life. I never

bought one that somebody did not tell me I paid way too much for,

and I have never sold one that somebody did not come immediately
and tell me I should have gotten a lot more for. But I survived.

[Laughter.]
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Mr. Altman. And you probably did very well.

[Laughter.]
Senatx)r Faircloth. Chairman Greenspan, I think two things. If

we get nothing else out of all of this conversation, I believe it will

demonstrate to the American people, and maybe to the Congress as

a whole, that we need to keep the Federal Reserve, the Comptroller
of the Currency, the Office of Thrift Supervision, and the FDIC as

separate entities. It is well-spent money to have them separate,
well spent taxpayers' money, to keep it as it is and not be consoli-

dating it into a political position. I hope that is it.

As Senator Sarbanes mentioned on your increase in interest

rates and inflation, I have observed over the years that inflation

is somewhat like Alzheimer's Disease. You have had it 3 or 4 years
before you find out you really have it. And inflation moves before

we—it goes underground a long time.

So I think you are absolutely right in increasing interest rates

in anticipation of what might happen. I have found that inflation—
that a recession will scare you—^in business a recession will scare

you to death, but inflation will kill you.
I have a question for Mr. Hove.
Mr. Hove, it is my understanding that Webster Hubbell in his

current position as Associate Attorney General and, in his words,
"Chief Operating Officer at the Justice Department," has formally
recused himself from matters regarding Madison Guaranty. Would
you agree with me that it would be improper for Mr. Hubbell to

seek to involve himself in the FDIC investigation beyond what he
was asked by the Legal Division? And if you will, since that light
is looking at me, I would like 'y^s' or 'no' answers.
Mr. Hove. I think the issue of Mr. Hubbell recusing himself is

an issue that Mr. Hubbell has to deal with.

Senator Faircloth. Have you had any communication with Web-
ster Hubbell concerning the Legal Division's report?
Mr. Hove. I have not.

Senator Faircloth. Are you aware of any communication be-

tween Webster Hubbell and an FDIC official in the General Coun-
sel's office regarding Mr. Hubbell's role in the Legal Division's

then-pending investigation and report?
Mr. Hove. Yes. Our Legal Division has had conversations with

Mr. Hubbell.
Senator Faircloth. Are you aware of any communication be-

tween an official in the General Counsel's office in Washington and
the FDIC official in the Kansas City, Missouri field office regarding
Webster Hubbell's role in the then-pending investigation and re-

port?
Mr. Hove. No, I am not aware of that.

Senator Faircloth. Would you be willing to let the Greneral
Counsel's office release their telephone records for the week of Jan-

uary 24 through January 31?
Mr. Hove. Senator, we are willing to release any non-confidential

information that would be generally available to the public. As you
might know, many of these things would be privacy concerns, and
we would be concerned about releasing those without redacting.
Senator Faircloth. So you would not release them?
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Mr. Hove. No, sir, we will release them. We will release any non-
confidential
Senator Faircloth. Who decides whether it is confidential or

not?
Mr. Hove. Well, does it deal with privacy of the individual?
Senator Faircloth. Yes it does, but we need—^Yes. Sure it does.

That is what we want them for.

[Laughter.]
Will you?
Mr. Hove. We will release anything that is publicly available,

yes, sir.

Senator Gramm. Not "publicly available" or we would not be ask-

ing for it to be released.

Senator Faircloth. That is right. If it were in the Want Ad sec-

tion, I would automatically get it.

[Pause.]
Mr. Hove. We have a log of everyone that we have contacted—

everyone we have talked to on the pnone, and we will release that.

Senator Faircloth. All right. That is what we need.
I see in The Wall Street Journal and the Chicago Tribune that

you found no conflict of interest between Mrs. Clinton and her
work in the Dan Lassiter and First American Savings & Loan, that

you found her completely innocent.
Mr. Hove. Senator, let me talk about that issue, because that

was not an FDIC issue. That was not an investigation or a review
that the FDIC has done. That was an issue that happened before
FDIC ever became involved. That was an issue between the old

FSLIC, the old Federal Savings and Loan Insurance Corporation,
and the failed Savings & Loan, First American, in Illinois.

They had filed a suit against Lassiter. They had settled that suit

before FDIC ever became involved in that. It was an issue that had
happened way before FDIC ever became involved in it. We have
not reviewed that.

We have looked at
Senator Faircloth. Excuse me. May I ask one quick question?
Mr. Hove. Yes, sir.

Senator Faircloth. Who settled it? Mrs. Clinton and Foster? It

was settled? You say it was settled by Mrs. Clinton and Foster?
Mr. Hove. I am not sure that it was settled by Mrs. Clinton.

Mrs. Clinton's involvement was to sign an amended complaint for

Mr. Foster that amended the complaint from the Savings & Loan
against Lassiter. That was her only involvement in that case.

Senator Faircloth. All right. Go ahead. I am sorry I interrupted

you.
Mr. Hove. That case was settled over 6 years ago by the Con-

servator. The Conservator for that Savings & Loan had hired a law
firm in Chicago. The law firm in Chicago subcontracted with the
Rose Law Firm to work on this case for them as the Conservator.
The law suit was settled before we ever got it. Normally, these

facts would not trigger an investigation for us, but because of the

increasing public interest, and if you choose we will conduct an IG
investigation to determine that, but again the records are scattered

all over because it is the old FSLIC records and they were not com-

piled in any one location. So it is a very difficult issue.
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There is no single repository of these records. We would be will-

ing to assist your staff in locating any of these records that may
be available, and to make some determination as to what the in-

volvement was.
Senator Faircloth. So this clearing of Mrs. CHnton in any in-

volvement with the American Savings & Loan and Dan Lassiter

was not done by the FDIC, it was done by the

Mr. Hove. We have not cleared it.

The only contact we have had on the First American Savings &
Loan and the Lassiter case was a press contact that came as a re-

sult of an article that appeared first in the Chicago Tribune. We
responded to that, saying exactly what I have told you, that this

was not an FDIC issue, that it was, in fact, an FSLIC issue that

occurred before FDIC ever became involved in any FSLIC issue.

The issue was settled. The settlement was made before FDIC
ever became involved in this issue.

Senator Faircloth. All right. But would the statute run on it?

Could it be opened by the Special Counsel?
Mr. Hove. I have no idea. That is a question I guess I would

have to ask my attorney.
Senator Faircloth. Ask him.
Mr. Hove. I do not know.
Senator Faircloth. Thank you.
The Chairman. I will repeat again, and you will read it fi-om this

Federal Registry: The Independent Special Counsel has two au-

thorities. One authority is for criminal prosecutions. The other au-

thority is to proceed with civil actions.

Now the civil authority does not relieve any other regulatory

body of whatever civil action they might appropriately take. The
point is that the Special Counsel has the specific grant of authority
to proceed down both tracks. It is laid out four different times in

this charter of responsibility, and that is a very important point.
Senator D'Amato. Would the Chairman yield just on that point.

To be quite candid with you, until the Chairman read the grant of

authority, I was given to believe that the Special Counsel would
confine himself to the criminal side.

I am not suggesting to you that the grant may not give him
broader powers. I would think it would behoove us, and I am now
attempting to get the exact language determined, but if we cannot,
then it would behoove us to send a letter from this Committee and
ascertain whether, indeed, he will undertake a review of the var-

ious civil matters, such as the one brought up, as it relates to this

last matter that Senator Faircloth raised, and there are some oth-

ers.

I think that would at least set the record straight. You might
want to put that to him and again have our counsel work together
to put forth the appropriate question. I think we should determine

if, indeed, that is the case.

Second, I make a quick point, and I beg the indulgence of my col-

leagues, by stating that I think that if you notice at least where
I, and I believe some of my colleagues, have been attempting to

take this, is to ascertain what, if anything, the RTC and the FDIC
did in connection with these matters?
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That is not at variance with the charge of the Special Counsel.
We are not, in attempting to find out what was done and what was
not done, in any way disturbing his investigation. I think we have
an absolute right to know what was done. We have an absolute

right to know the appropriateness of the actions.
Senator Boxer. Mr, Chairman, may I have a point of procedure?
Senator D'Amato. I would like to finish
Senator Boxer. Whose time are we on now? I have lost track.
Senator D'Amato. I am going to say it, one way or the other-
Senator Boxer. I do not have any objection to your doing it; I

am just confused. Is this Mr. Faircloth's time that you are on?
Senator Domenici. He had no time left.

Senator Boxer. Or is this added time, so we can all get added
time?

Senator D'Amato. I asked the Chairman if he would indulge
The Chairman. He asked the indulgence of the Chair, and I am

going to let him finish his point here, and then we will move to the
next person.

Senator Boxer. OK. Fine.
Senator D'Amato. So again, this is not an attempt to do anything

other than to see what nas been done to date by those various

agencies that have the collective and the individual responsibility
to deal with these matters. That is one.

Second, it would seem to me that it might be helpful, to clarify
the issue, certainly I was led to believe, and maybe incorrectly so,
that the Special Counsel was not going to look into civil matters.

I think it is important for us to ascertain that. So I put that to

the Chairman, that possibly we review that matter. I am not look-

ing for an answer at this time.

The Chairman. Well, I am just going to take a minute and just
read the official charter into the record. This is from page 5321 of
the Federal Register of February 4, 1994, and I am just going to

read three or four different lines here that appear at different

places.
Here is the first one:
The Attorney General has appointed this Independent Counsel to investigate

whether any individuals or entities have committed a violation of any Federal crimi-
nal or civil law.

And it goes on in that vein.

Then over on the next page it says again:
. . . have committed a violation of any Federal criminal or civil law relating to.

And then it says:
... a violation of any Federal criminal or civil law.

And it savs it one more time further on down the line here.
So it is clear. My interpretation of this is that it does not relieve

any regulatory body of any proper actual efforts that it should

properly undertake and determine to undertake, but it says that
the Special Counsel clearly has the authority to move down both
tracks if, in his judgment, he should find that that is warranted—
and it is a very important fact.

Senator DOMENICI. Mr. Chairman.
The Chairman. Senator Domenici, let me just say that we are at

the point now where either you or Senator Gramm will get to ask

questions. You are both here, and I do not know if either of you
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have—one will follow the other, but do either of you have a time

problem as to who goes first?

Senator Domemci. Well, I just wanted to ask you a question on

your charter interpretation there.

The Chairman. It is not an "interpretation." It is the final rule

that was laid down.
Senator Domenici. What is the Special Prosecutor supposed to

do if they find a civil law violation?

The Chairman. He has the full legal empowerment to take what-
ever actions he deems necessary, and all the investigative and
prosecutorial authority to do so. I mean, this is an absolute charter.

Take a look at it.

Senator Domenici. Thank you, very much.
Senator Gramm, I have a little bit of time, although I am late

for £in event, but if you want to go I will let you go now and I will

follow.

Will there be another one from the other side that has not in-

quired yet?
The Chairman. You are the last two that have a chance to ques-

tion, so we will go back and forth.

Senator Domenici. Well, go ahead. Are you going to keep it brief.

Senator, and short?
Senator Gramm. No.

[Laughter.]
The Chairman. Senator Gramm.
Senator Gramm. I have a simple question that I want to ask of

most of the members of the panel, and let me just read it.

Mr. Altman, I want to ask you first. Have you or any member
of your staff had any communication with the President, the First

Lady, or any of their representatives, including their legal counsel,
or any member of their White House staff, concerning Whitewater
or the Madison Savings & Loan?
Mr. Altman. I have had one substantive contact with White

House staff, and I want to tell you about it.

Senator Gramm. Let me, if I may, just given that "y^s," I would
like to know what the substance of the communication was, when
it occurred, who initiated it, and what you were asked to do.

Mr. Altman. First of all, I initiated it.

About 3 weeks ago, Jean Hansen, who is Treasurj^s Greneral

Counsel, and I requested a meeting with Mr. Nussbaum—^he is the
White House Counsel. The purpose of that meeting was to describe
the procedural reasons for the—the procedural reasons for the

then-impending—^then-impending—February 28 deadline as far as
the then-statute of limitations was concerned.

I am sure you know that that statute of limitations has subse-

quently been retroactively reinstated for certain types of civil

claims.

And we explained the process which the RTC would follow in

reaching a decision before that February 8 [sic] deadline; that it

would be exactly identical to procedures used in any other case,

any other PLS case, and that the RTC fundamentally would come
to a conclusion as to whether or not there existed the basis for a

claim, or whether there did not.
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In the event a basis for a claim existed, then it would pursue ei-

ther a tolling agreement—which is the equivalent of a voluntary
extension of tne statute of limitations from the parties at interests—
or it would file that claim in court.

That was the whole conversation. I was asked one question. That
question was whether we intended to provide the same briefing to

attorneys for the parties at interest. I said, I assume so,

I went back. Jean Hansen checked with the RTC General Coun-
sel. The answer was: In due course. I said, fine, that was it.

I have not had any contact with the President of the United
States or the First Lady on any matter like this.

Senator Gramm. If I may, let me pose the same question to Mr.
Hove. Have you or any member of your staff had any communi-
cation
The Chairman. Mr. Hove, let me just—I do not know if you know

this question is being addressed to you.
Senator Gramm. Have you or any member of your staff had any

communication with the President, with the First Lady, with their

representatives, including legal counsel, or with members of their

White House staff, concerning Whitewater or Madison Savings &
Loan?
Mr. Hove. Our Director of the Office of Communications at the

FDIC had received a call from a press person at the White House
afler the second article appeared in the Chicago Tribune regarding
the First American issue. They asked, did we have any statement?
And the response given to the White House was, no, we did not
have any statement.

Senator Gramm. So they were asking you to respond to the press
statement?
Mr. Hove. Pardon me, please, it was Mrs. Clinton's attorney.
Senator Gramm. Mrs. Clinton's attorney called you?
Mr. Hove. I'm sorry. It was Mrs. Clinton's attorney that called

the FDIC Office of Communications.
Senator Gramm. So Mrs. Clinton's attorney called the FDIC and

asked you to respond to a press statement?
The Chairman. No, that is not what he said.

Senator Gramm. Well, I am asking him what he said. I am not

trying to speak for you. What did Mrs. Clinton's attorney ask you
to do?
Mr. Hove. They asked, did we have any statement, and we re-

sponded, no, we do not have a statement.
Senator Gramm. Would it be normal that someone's attorney—

did this attorney work for the Federal Government?
Mr. Hove. No. This was Mrs. Clinton's attorney.
Senator Gramm. When did this call occur? Do you know?
Mr. Hove. Afler the second article appeared in the Chicago Trib-

une, and I cannot tell you the date of that. It has been in the last,

what, two weeks or so? I do not know.
Senator Gramm. You were asked if you had a response that you

were going to put out on it, and you said, no?
Mr. Hove. That is correct. We responded to the first statement,

the first article that appeared in the Chicago Tribune. We pointed
out the errors of that article, that it was not an FDIC matter, ex-

actly the same thing that I responded to Senator Faircloth.
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Senator Gramm. And to the best of your knowledge, you have
had no other communication? You and your staff have had no other

communication with all the people that I listed?

Mr. Hove. That is correct.

Senator Gramm. Let me pose the same question to Mr. Fiechter

and to Ms. Ford.
Mr. Fiechter. To the best of my knowledge, I know I haven't,

and GTS staff has had no communication, whatsoever, with anyone
from the White House about this, or that list that you included in

your question.

DIETRA FORD, EXECUTIVE DIRECTOR, RTC THRIFT DEPOSI-
TOR PROTECTION OVERSIGHT BOARD, WASHINGTON, DC
Ms. Ford. Neither the Oversight Board staff nor I have had any

involvement in this matter.
Senator Gramm. Let me raise a second question. It is a thing

that I have tried to understand in looking at where we are and
what we need to do to get on with finishing this matter. Part of

the problem that we have had in the past, with regard to Congres-
sional hearings and Congressional involvement, involves two

things. One has been the granting of immunity by Congressional
panels for people who would testify. The other is that under the

Constitution, the testimony of a Member of Congress is a privileged
matter that is given special treatment.

In this case, I am not aware that anyone, in holding a Congres-
sional hearing or looking into this matter, would be talking about—
I do not know of a committee that would be empowered to grant
immunity. No such resolution has passed the Congress.
Neither are we talking about a Member of Congress where there

is a special Constitutional provision. I would just like to pose the

question: What would be wrong with letting Members of this Com-
mittee, which has oversight responsibility, look at the records in

this case, or any other case, where we have oversight responsibil-
ities?

Mr. Hove, let me pose that to you and Mr. Altman, and, since

I see my time is up, I will stop.
Mr. Hove. Our position is that we will make access available,

and we have, to Congressman Leach, to all information that is,

again, non-confidential.

Senator Gramm. How would you define what is "confidential"?

Mr. Hove. Again, those that would involve privacy information
that would be non-germane to this issue.

Senator Gramm. And you would make that judgment?
Mr. Hove. Yes.
Senator Gramm. Mr. Altman?
Mr. Altman. First of all, Senator, we have already provided vol-

umes of documents to the Congress. Senator D'Amato referred, at
the very beginning, to documents he received last evening. I would
have liked him to receive them sooner, but we only got the request
last Friday.
But in terms of—and Congressman Leach has also received those

documents. He has had them for some time. If my memory serves,
there are 6,500 pages.
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The RTC has been asked not to make information about criminal
referrals in the Madison matter public. It is standard practice not
to release information of that kind, or any other, which might com-

promise a criminal investigation. And, of course, we are cooperat-
ing with the Independent Counsel to try to assure that we do not
release any information which would jeopardize his investigation.
As I said earlier, I would think you would not want us to do that

in order that that investigation should proceed as it should.
Senator Gramm. Mr. Chairman, if I could have your indulgence,

I have here a text of a newspaper article in Phoenix that may con-
tradict something that Mr. Hove said, and I am sure he does not
want to let it stand.

I have got a response, apparently after the second article, where
the agency, the FDIC, did, in fact, make a statement. It says:
The agency says Mrs. Clinton's involvement in the case was not extensive enough

to constitute a conflict of interest under rules governing Federal regulation of sav-

ings and loans.

I have this if you would like to see it.

Mr. Hove. Was that after the second article? We made a public
comment after the first article appeared.
Senator Gramm. This is 2/16/94.

Mr. Hove. And I do not know when those articles appeared.
The Chairman. Why do you not take a look at it, and let us go

to Senator Domenici.
Mr. Hove. Senator, we commented after the first article ap-

peared to correct any inaccuracies that were in the report.
The involvement that Mrs. Clinton had in that case was again,

as I mentioned to Senator Faircloth, that she signed an amended
complaint for her partner, Vince Foster, who was the attorney who
was involved in the case.

That involved 2 hours that was billed on Mrs. Clinton's part on
that case in which she signed the amended complaint.
As far as we can determine from the records we had, that was

the involvement that she had had, and that is what we released
at the time.

Senator Gramm. If you would take a look at this and just let us
know in writing if this was the second one, how the response was
made, who made it, and why they made it, that would be fine.

Thank you, Mr. Chairman.
The Chairman. Senator Domenici.
Senator Domenici. Mr. Altman, Stanley Tate was nominated by

President Clinton to head the RTC and, while preparing for that

confirmation, he was at the RTC in a consulting capacity. That is

all true, is it not?
Mr. Altman. Yes, sir.

Senator Domenici. When he withdrew his nomination, he at-

tempted to release to the public materials he had prepared con-

cerning the RTC operations. Are you and the Board familiar with
the document that I refer to?

Mr. Altman. Grenerally, sir, yes.
Senator Domenici. Why did the Oversight Board prevent Mr.

Tate from releasing that document?
Mr. Altman. Well, first of all, it was released.
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Senator Domenici. You released it? When he left, it was not re-

leased, and you claimed it should not be released. But then eventu-

ally you provided the document to Senator D'Amato, I believe, or
to my office, but that was on December 23, 1993. Why was it not
released when he wanted to release it?

Mr. Altman. Senator, my recollection is it was released rather

promptly. Maybe not the day after he submitted it, but as a Fed-
eral employee and a consultant, the materials properlv were re-

viewed by his superiors before being released. But I think the point
is they were released in short order.

Senator Domemci. Did the RTC or the Oversight Board alter,

edit, or sanitize this document before releasing it? And let me say,
if not, why did Dietra Ford, Oversight Board Executive Director,
send a memo, and I have that, dated November 30, 1994, to you
about these materials which included the following sentence:

I am forwarding the enclosed so that you can see the original materials and fully
understand the disaster we narrowly avoided.

That last sentence is a quote.
What was the "disaster" that Mrs. Ford was referring to? Was

this a reference to Madison? If it was not, fine. If it was, I think

maybe we ought to know about it.

Mr. Altman. Senator, you should ask Mrs. Ford that question.
Senator Kerry. You mav not like the answer, but
Senator Domenici. Well, I just got this letter and it deserves an

answer. If it is not what I want, that is fine. That is why we are
here.
Ms. Ford. We received the 200-page document the morning of

his press conference, and we had only a quick time to take a look
at it at the Oversight Board. The Deputy General Counsel of the

Oversight Board and I advised
The Chairman. Would you pull the microphone up, please?
Ms. Ford. We advised Mr. Tate that the material should be re-

viewed by the Oversight Board staff, myself, as well as the interim

CEO, Mr. Altman before it is released to the public, and that as
a special Federal Government employee, he was subject to the
rules that apply in terms of ethics, pursuant to the Office of Gov-
ernment Ethics. Those rules also applied to the release of docu-
ments which he obtained during his tenure as a Federal Grovern-
ment employee.
Senator Domenici. That is what your letter says.
Ms. Ford. That is right.
Senator Domenici. What was the "disaster" that we narrowly

avoided?
Ms. Ford. It was my opinion that to release those documents be-

fore anyone on the Oversight Board staff, the attorneys involved,
or the attorneys who advised us, had a chance to look at them
would be inappropriate, and that was my choice of words, "disas-
ter." I think it is inappropriate to release documents before we
know what they contain.

Senator Domenici. I thank you.
Let me quickly move to a couple of other ones, if I might.
Mr. Altman, I think you told Senator Bond that you would not

make available any documents that "would have a negative impact
on the investigation"?
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Mr. Altman. No, I do not think so. I think I said that we would
try not to release any documents that would have a prejudicial ef-

fect on the investigation.
Senator Domenici. Well, this Committee held hearings on the

failure of the Bank of New England in the context of an vmsuccess-
ful confirmation hearing on Bob Clark.
This Committee explored, in detail, transactions related to that

bank. Voluminous documents were made available. Maybe this is

distinguishable, but it seems to me that the same question could
be asked here. Why can you not release all of these documents for

this kind of hearing?
Mr. Altman. Senator, we have had—or I am advised we have

had a couple of conversations with Mr. Fiske, the Independent
Counsel. He has asked us not to release any documents that could

jeopardize his investigation. I do not know why you would want us
to do that, to jeopardize his investigation
Senator Domenici. I do not want to.

Mr. Altman. —and we certainly do not want to, and we are re-

specting his request.
Senator Domenici. But if the Special Prosecutor has no objection

to the Committee being provided copies of documents, can the Com-
mittee then count on the RTC's full cooperation in providing them?
Mr. Altman. You should direct that question to Mr. Fiske.
Senator Domenici. No. If he has no objection, then can we count

on you to release them?
Mr. Altman. I think the answer is "y^s."
Senator Domenici. Does the RTC have an Inspector Greneral?
Mr. Altman. Yes, sir.

Senator Domenici. Has the Inspector General investigated the
conflict of interest allegations regarding the Rose firm?
Mr. Altman. I do not know the answer to that. I am nearly cer-

tain it is "no," because, as vou know, it was not the RTC that ever
had any retainer relationsnip or other relationship with the Rose
firm.

Senator DOMENICI. But you are kind of the natural successor to

what went on there. I think when you took over you began some
investigation of that, and we will show you that in a minute, but

my question is: If the FDIC agreed to have its IG look into Madi-
son, would there be any reason why you would not?
Mr. Altman. I have no objection to the IG's looking into any

matter that he sees fit to look into, or that he is requested, on an
official basis, to look into. That is what he is there for.

The Chairman. Senator Domenici, I do not want to be arbitrary,
but I do want to try to stay on the time clock if I can and go back
and forth. We will continue until everybody has had a chance to

cover what they wished to cover today.
Senator Domenici. Thank you very much, Mr. Chairman.
The Chairman. Chairman Greenspan, I want to come back to the

interest rate situation. We had an opportunity to talk the day that
the Fed took its first step in tightening interest rates. I am con-
cerned about the question of what has happened since, and just
your own expectations of what might happen.
You have made further public comments in a hearing recently.

I am just wondering, as you watch market reactions to the tighten-
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ing move that the Fed made, are you seeing essentially what you
expected? Or have you seen something, particularly in terms of the

uptick on the long rates, that maybe you would not have expected?
In other words, where are we now? How do you read what seems

to be taking place as a reaction to the Fed's policy adjustment?
Chairman GREENSPAN. Mr. Chairman, as Senator Sarbanes indi-

cated, my expectation was on the basis of what has historically
tended to be the case, that the

type
of increase that we have had

would initially lead to some small increase in long-term rates fol-

lowed by some edging off.

ThaL has basically been the history, other things equal, and that
is essentially what one endeavors to use so far as a forecast is con-
cerned.
What occurred in the interim was, as I indicated to the Sub-

committee of the House the other day, a growing concern that after
the torrid pace of economic growth in the fourth quarter, which is

apparently in the process of being revised up, that the possibility
that we would not be moving to a much more moderate rate of

growth was rising.
The first evidence that that was affecting market perceptions

was when the Philadelphia Federal Reserve Bank released its

monthly survey which showed a significant increase in prices paid
by manufacturers for the month, early

—I suspect it is early Feb-
ruary. At the point at which that release was made, the long-term
rates were very slightly above where they had been previous to the

February 4, 1994, move. But what occurred following that was a
general belief that the pace of economic activity may turn out to
be somewhat stronger than most of the people in the market had
anticipated.
To repeat what I said at the House Banking Subcommittee, that

change in view in the market's perception led to a significant back-

ing up of long-term rates, which is what typically happens when
those types of expectations change.
As I said then, my impression of how one should interpret that

Philadelphia report is more an indication of a pickup in economic
activity, because commodity prices tend to be reasonaoly good prox-
ies for new orders, and, indeed, I think that is what essentially
that particular report was showing.

It is not a particularly good forecaster of inflation. As I said at
the House Committee, we seem to be lacking the financial tender
that usually is associated with inflation accelerating when you get
a significant pickup in economic activity.

I am agnostic at this stage. I think it is too soon to make a judg-
ment, but we will learn a good deal more as the data begin to come
forward.
The Chairman. As I listened carefully to what you were saying,

it seems to me when you say you do not see the inflationary tinder,
and that you are an agnostic, I gather you are saying you do not
see

yet
a broad evidence of a build-up of inflationary pressure that

really worries you? Or is that not—I mean, put it in your words.
Chairman Greenspan. That is substantially correct.
The reason that we moved on February 4, 1994, and the reason

I said we may have to move again, rests on the issue of having de-

liberately put through a significant degree of accommodation in the
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money markets after 1989 because we perceived that there were
special balance-sheet factors and other headwinds which required
that we move the short-term interest rates below where they nor-

mally would reside.

When it became apparent that the adjustments that we thought
would occur, and, in fact, have been occurring in the balance

sheets, got to a point where the economy could start to regain its

momentum and gain a degree of expansion which seemed to be
well entrenched, at that point the need to have excessive accom-
modative policies no longer exists.

The issue is not do we see inflationary pressures emerging, but
what is the reason why we would want to keep the level of accom-
modation at a point where history tells us, if extended indefinitely,

eventually does engender inflationary pressures?
So it is the issue—I would reverse the question. Not, do we see

inflationary pressures; but what reason would we have, once the

recovery seems well entrenched—as, indeed, I believe it is—^would

we wish to keep an excessively accommodative stance?
That is not a statement which says we are seeing inflationary

pressures emerging.
Indeed, as I said in my prepared remarks to the House Commit-

tee, when we actually see inflationary forces emerging in the way
of price changes which are clearly evident, the one thing that is

sure at that point is we are very far advanced in the process. His-

tory tells us that that type of policy, which we engaged in much
too often, is wholly inappropriate to maintaining long-term eco-

nomic stability.
The Chairman. Well, let me just say to you I find that a very

important clarification and point that you have just made. I think
it puts this in a somewhat different light than some of the com-

mentary has given to it, because what I hear you saying is that you
have had a monetary policy that has been overly accommodative in

order to try to get the engine going again, and that you over-cor-

rected in a sense
Chairman Greenspan, Deliberately.
The Chairman. —deliberately.
And now that the economy has gotten the traction that it needs

to have, and as far as you can tell you are taking back some of that

over-correction, but not for reasons of the fact that you see this in-

flationary tinder building up here.

Chairman Greenspan. Precisely. In fact, I have tried to make
that point every time I have stated this and I somehow do not
seem to get it across as well as I think I would like to.

The Chairman. I think you got it across pretty well right now,
and we have got a pretty good size press table that I hope will have

gotten it down, even though it is 1:40 p.m., which is a late hour
for us to all be meeting here, but I thank you for that.

I think that is a very important distinction, and I think it is im-

portant for the economic system and the markets to understand
what you have just said.

Senator D'Amato.
Senator D'Amato. Thank you, Mr. Chairman.
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Mr. Chairman, I have to say to Mr. Altman that I would like to

go back to a question that Senator Gramm brought up as it relates
to any meetings with White House staff or counsel.
Mr. Altman, I think you said that you and an official from Treas-

ury sought out Mr. Nussbaum? Is that correct?

Mr. Altman. Yes, I did.

Senator D'Amato. Could you tell us why? In other words, I have
difficulty understanding why it is you felt compelled to seek out the
White House coimsel.

Mr. Altman. Solely to ensure
Senator D'Amato. Solely to?

Mr. Altman, Solelv to be sure that he understood the legal and
procedural framework within which the RTC was working.

If you recall, as I said, at that time there was a February 28,
1994, date which was the subject of major attention in the Con-
gress and in the press. It is not uncommon of meetings of that type
to take place. And I describe it as a "heads-up" and a very stiflf con-
versation.

Senator D'Amato. A heads-up? In what connection would that

heads-up be? Do you mean that the statute of limitations was run-

ning?
Mr. Altman. No, that they should be aware of the internal proc-

esses and the types of criteria which the RTC was going to be fol-

lowing in order to reach a decision by February 28, 1994.
Senator D'Amato. Were any representatives of the President or

Mrs. Clinton, or any legal counsel, which I think would be appro-
priate, speaking to the counsel for the RTC, or people handling this

particular matter? I mean, was there any legal representation
going on? Was this you just called them? Did they have any rep-
resentatives or any counsel who may have been meeting with staff

people, or talking to staff people?
Mr. Altman. I was accompanied by our General Counsel, Treas-

ury Greneral Counsel. Mr. Nussbaum had his assistant with him.
And Mr. Ickes and Margaret Williams were both at the

Senator D'Amato. Oh? Ickes is in it, huh?
Let me ask you this. Prior to this meeting, was there any rep-

resentation, was there any counsel, that was representing the
President's interests or Mrs. Clinton's interests, or anyone else that

you were aware of, as it relates to the matter that you went to brief
them on?
Mr. Altman. No. Not to my knowledge. Nor were there any sub-

stantive conversations—subsequent conversations.
Senator D'Amato. Did anyone request this meeting?
Mr. Altman. I requested the meeting.
Senator D'Amato. Was there any other meeting that may have

been requested?
Mr. Altman. No.
Senator D'Amato. There was no other meeting that you were

aware of that the White House counsel requested?
Mr. Altman. No.
Senator D'Amato. Or anyone else from the White House?
Mr. Altman. No.
Senator D'Amato. Mr. Ickes?
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Mr. Altman. I had no subsequent—I received no subsequent re-

quests for meetings.
Senator D'Amato. What about private counsel? Did private coun-

sel—I find it hard to believe that there was no private counsel. Are
you saying to me that there was not even private counsel meeting
with staff lawyers at some level?

Mr. Altman. Not to my knowledge, Senator.
Senator D'Amato. Ms. Ford, do you know of any?
Ms. Ford. No. I have had no involvement.
Senator D'Amato. Let me turn to the RTC Report which was

dated February 8, 1994, which we received last evening about 9

p.m., "Resolution Trust Corporation."
I say to you that in reviewing this document, that I think it goes

a little further and does a little better job than the one that came
out of the FDIC. But I found it interesting that in its conclusion
on page 5 and 6, in the summary—^in this summary before it

reaches the disposition—it says:
(a) Rose represented Madison prior to its failure; (b) —and I am not reading the

whole sentence— (b) Rose represented the FDIC/RTC subsequent to the failure of

Madison; (c) Rose did not disclose its representation of Madison before the Arkansas
Securities Department, to the FDIC, or to the RTC. Further, it did not

report pos-
sible conflicts involving the brother-in-law and father-in-law of Webb Hubbell

And by the way, Mr. Hove, I am going to read something to you
that is quite illuminating. You had better have your lawyers take
a look at this.

When it is done, it says:
Based on the factual conclusions in the RTC Conflicts Report, it says, we send

it to counsel.

Now I have to tell you, I am going to ask—^because you have no
conclusion. It just says these are the facts. End of the facts, fellows.

You do with it what you want and send it to counsel, Greneral
Counsel.

I am going to ask that this report and any other relevant mate-
rial that was gathered by those who were working on it be submit-
ted to the Inspector Greneral. As you have indicated before, you cer-

tainly would not see—I do not see how that would impede anybody
or anything, but I certainly would feel more comfortable that it

goes to the Inspector General as opposed to the General Counsel.
I think it would guarantee the integrity of the review, certainly in

this Senator's mind, and I think in others.

Mr. Altman. Fine.

Senator D'Amato. Thank you, very much. I see that my time has
expired.

I have another observation to make, and I will do that afterward
at the appropriate time.
The Chairman. Senator Kerry.
Senator Kerry. Well, let me ask my colleague: Is that going to

be the last? Or is there an intention of colleagues to go anomer
round?
Senator D'Amato. I think some colleagues have some other ques-

tions they will raise.

The Chairman. We will have one more go-around here with
those that are left who want to do so, and then I think we are prob-

ably done here.
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Senator Kerry. It was my understanding that we were going to

have another hearing here in 10 minutes, which I am also sup-
posed to participate in. I am just curious what the plans of the
Chairman are.

The Chairman. They have a different room that they are meet-

ing in, so we will not run into a room conflict, but we are late in

the day and the witnesses have been here a long time, so my inten-
tion would be to finish up around here after everybody gets one
more round.
Senator Kerry. Well maybe I could ask just procedurally, I do

not really want to use my time at this point, but it seems to me
that maybe we could ask if anybody has any more questions to ask
of the Chairman of the Federal Reserve, because it seems not a

great use of his time to sit here if all we are going to do is talk
about another subject.
Senator DOMENICI. Is my turn eminent here, or do I have a long

wait?
The Chairman. Let me get my batting order here.
Senator Boxer. You have a long wait.

Senator Domenici. I do not want to keep him a long time, but
I wanted to

The Chairman. Actually, you follow Senator Bond, who will come
after Senator Kerry, and then we will come back to Senator Boxer.
So actually there are
Senator Faircloth. How long is your question? Maybe they

would let you
Senator Domenici. I do not have a question of Mr. Greenspan.

I just want to state for the record that, frankly, I believe the ac-
tions you took over the last 3 or 4 years have a great deal to do
with the status of the American economy.

Frankly, I believe you were subject to some undue criticism, but
if we have a solid recovery I think it is very significantly related
to the conduct of the Federal Reserve over the last 3V2 or 4 years.
Maybe President Bush would have liked it differently, and

maybe Dick Darman would have liked it, if it all could have hap-
pened earlier, but, nonetheless, I think you are somewhat respon-
sible so I trust you at least on what you are doing now.
Thank you.
The Chairman. That reminds me a little bit of watching some of

that Olympic Skating Competition last night when they throw the

bouquets out on the ice. You just threw a nice one to the Chair-
man.
Senator Domenici. Thank you.
The Chairman. Senator Kerry.
[Laughter.]
Senator Domenici. I remember you were critical of him. You

wanted him to loosen up even more.
The Chairman. Well, I think my comments the other day were

comments that reflected some understanding as to what the Chair-
man is trying to do, and I think he has put additional light on that

today.
I do not think this Chairman wants to strangle the economy, and

I am speaking of Chairman Greenspan. Sometimes you can do that
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and not intend to, but I think he is trying to be as prudent as he
can be.

Senator Kerry.
Chairman Greenspan. Excuse me, Mr. Chairman? Is that
The Chairman. Can you be Hberated now? Can you take your

bouquet and go?
[Laughter.]
Chairman Greenspan. Yes.
The Chairman. Yes, you can.

Senator Kerry—Senator Boxer gave you a 5.9.

[Laughter.]
Senator Boxer. A 6.0.

[Laughter.]
The Chairman. Especially on the technical portion of the pro-

gram.
[Laughter.]
Senator Bond. With the market today, maybe we should have let

him out earlier.

The Chairman. Senator Kerry.
Senator Kerry. Mr. Chairman, I am not sure I have time to stay

through the whole process here, so I am reviewing the bidding here
a little bit, but just speaking as a former prosecutor: One of my col-

leagues over here was questioning the duality. I can tell you, as a

person who has presented evidence to grand juries and who has

spent some time putting cases together, tnat there is nothing worse
than having dual tracks, witness confusion, various statements ap-

pearing in public, and multiple copies of documents moving around.
I would be very surprised if Special Prosecutor Fiske decided to

do it. It
certainly

would not be a judgement that I made things pub-
lic in the middle of an investigation because it inevitably taints

somebody's something, and it creates a very hard process for pursu-
ing a track.

What astonishes me here a little bit—and I want to reiterate it—
is we have a $150 billion problem here which taxpayers are paying
for. They are already angry enough about us wasting their time in

duplicitous process, and here we are, frankly, with very important
people in front of us having spent a morning not really examining
where that $150 billion went, not talking about it, but dealing in-

stead with politics. And that is what this really comes down to. It

is politics. It is totally unnecessary in the context of the gentleman
who has been made Special Prosecutor—a Republican appointed by
a Democrat.
Let me just share with colleagues again, quickly, something

about Mr. Fiske. This is an article from the New York Times right
after he was appointed:
Robert Flake's reputation for integrity and thoroughness is so entrenched that if

ids no wrongdoing during his investigation of the

gs could put rumors about Bui and Hillary Clint

Ilie choice is one that you simply can't argue with.

he finds no wrongdoing during his investigation of the Whitewater affair, his find

ings could put rumors about Bui and Hillary Clinton's business dealings to rest.

Said former Treasury Secretary Nicholas Brady, a close friend of

former President George Bush, and a college classmate of Mr.
Fiske more than 40 years ago:
He is one of those guys who has always conducted himself with integrity.

The article goes on to say that:



67

Mr. Fiske, a 63-year-old Wall Street lawyer, earned his reputation by being an
agOTessive prosecutor. If the Clintons have something to hide, he could pose a for-

midable problem. If he lives up to his billing, at the very least his investigation will

disrupt the lives of the First Family.

Now if that is not enough, if we do not have the patience to allow
him to do his job and sit here and ask relevant questions about
$150 billion, we ought to ask what we are doing here.
This is why the taxpayers get so fed up, because all we do is dig

into politics. There is a huge distinction between this case and
prior cases because we are not looking at a current situation where
the President is currently making decisions about current money
being spent or current policy.
This is something that happened when he was Governor—if

whatever happened Happened—and I suggest that this Prosecutor
has the ability to get at it. If he does not, I will join with Senator
D'Amato. I will be one of the first people. I think I have a good rep-
utation here, on the basis of BCUl and Noriega and other inves-

tigative efforts, in pursuing things.
But I think back to the time I was trying to do that, and I did

not have any help from the other side of the aisle. We did not get
subpoena power. We did not have the ability to have a full-fledged
investigation in this Committee on that.

I sat here with Tim Wirth and we tried again and again to get
an extension of the liability. We also tried to get a Special Prosecu-
tor. Most of my colleagues making a lot of noise about this now
were opposed to getting the Special Prosecutor.
So I just think fair is fair at some point in this business. We all

understand the game. We all understand what happens. But it

seems to me that to take a $150 billion fiasco and relegate it to a
second tier for this 194th State-run
Who was the primary regulator of this institution, originally?
Mr. Hove. Originally, it was the Federal Savings & Loan Insur-

ance Corporation, and later OTS.
Senator Kerry. Fine. So it came to the Federal Government sec-

ondarily. And, I might add, for 2 years this case was closed. It was
not until 6 weeks Before the election—and we ought to ask some
questions about this—^that suddenly when Bill Clinton was the
nominee for President of the United States that there was a crimi-
nal referral to the RTC. Not until 6 weeks before the election.
For 2 years, while my firiends controlled the elements of regula-

tion, nobody was asking the questions that are being asked liere

today. So I am not saying questions should not be asked. I am say-
ing we absolutely ought to get to the bottom of whatever took
place. We ought to understand all these institutions, because it is

a sorry chapter in American politics.
But that is going to happen with 25 FBI agents, and depositions,

and documents being made available, and the taxpayers of this

country do not need us jumping all over each other for political
purposes avoiding the real issues that they would like us to dig
into. I do not think much more needs to be said beyond that.
The Chairman. Senator Bond.
Mr. Hove. Mr. Chairmzin, may I make a correction.
The Chairman. Yes.
Mr. Hove. I think Senator Kerry asked who was the primary

regulator. The primary regulator was the State of Arkansas.
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Senator Kerry. That is what I was getting at. The primary regu-
lator was the State.

Mr. Hove. Exactly. And the primary Federal regulator was
FSLIC, or OTS.
Senator Kerry. Correct. So the issue of Federal nexus here, in

terms of decisionmaking, is only by transfer, not by original juris-
diction. So what we are doing is secondary to the third tier.

The Chairman. Senator Bond.
Senator Bond. Mr. Chairman, for the benefit of my friend from

Massachusetts, I am going to submit a chronology and some ques-
tions for the record to the RTC to answer.

I recall it was Jerry Brown of California who first raised the

question during the 1992 campaign, but we all will be able to bene-
fit fi*om these questions which are along the lines that Senator

Kerry raised.

I also have a series of questions for the FDIC and for the RTC
which follow up on these other questions.
But in the time remaining, I do want to pursue a couple of items.

When we last talked, Mr. Altman, you said that normal proce-
dure would be for the RTC to seek out and acquire records wher-
ever they were. Now, if the RTC, under your direction, were re-

questing records from the First Lady at the White House, a rather

high-profile event, would it not be customary for them to advise

you that they were requesting records in the possession of the First

Lady?
Mr. Altman. Senator, I do not get involved in any substantive

aspects of £iny PLS case, particularly or including documents that

they may seek, so they have never brought that to my attention

since I have been in this job and that goes right through to today.
Senator Bond. So you would not expect them to tell you?
Mr. Altman. No, I would not.

Senator Bond. I find that remarkable.
In a normal criminal referral case, the RTC creates and retains

an inventory of pertinent documents used to make the case. As I

understand it, at least one version of the inventory has been pro-
vided to some Members of Congress. Could you furnish to this

Committee the latest, most up-to-date inventory, and provide it for

the hearing record along with the previous versions? Would you
make that available?

Mr. Altman. Last evening we supplied the 6,500 pages of infor-

mation to Senator D'Amato's office, as we had sometime earlier to

Congressman Leach.
Senator Bond. And is that the entire inventory? Are those all the

documents?
What did you—^You give new challenge to Federal Express and

Overnight Postal Service to get the delivery of such a substantial

stack of documents at this particular time. It is a new standard for

delivery in the package express.
Mr. Altman. I have here a list of the documents.
Senator Bond. Is that the latest version?
Mr. Altman. This is just a list of what the documents are. There

are 6,500 in total pages. This is a list of the documents we pro-
vided.
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Senatx)r Bond. If you could make one available for the record, we
would like to have it.

Mr. Altman. I would be delighted.
Senator Bond. We would appreciate it.

Next, when did you become aware of the RTC recommendations
that further criminal prosecution be taken against Madison?
Mr. Altman. Last fall. I was advised that the question of a refer-

ral to the Justice Department was under consideration at the RTC.
And as other members of the RTC staff will attest, I said that nor-
mal procedures with no deviations whatsoever should be pursued,
including chain of command procedures, in terms of reaching that
conclusion. I might tell you that typically decisions like that are
made at the Regional Office level, and it was in this case.

Senator Bond. Were you aware that the Regional Office had
asked the National Office to make a determination as to whether
the Clintons' name should be in the new expanded referral?

Mr. Altman. No.
Senator Bond. You did not know they were asking for the Na-

tional Office to make a determination?
Mr. Altman. No. I was simply informed that this issue was on

the table, and my reaction was—and I had only one conversation
about it>--that normal procedure should be followed. That is the

way we are going to handle this thing from beginning to end.
Senator Bond. How was the White House notified of the referral?
Mr. Altman, They were not notified by the RTC, to the best of

my knowledge.
Senator Bond. Nobody in your agency, to your knowledge, ad-

vised the White House staff that this was going to be a major—^this

could be a major source of concern?
Mr. Altman. Not to my knowledge.
Senator Bond. Mrs. Ford, do you know if the White House was

notified by the RTC?
Ms. Ford. No. We have had no involvement at the Oversight

Board whatsoever.
Senator Bond. When was the firm of Madison & Pillsbury put

on retainer by the RTC? Do you know? For how long, and at wnat
cost?

Mr. Altman. I do not know that. I am aware that that firm has
been retained as outside counsel on this matter, but I am not
aware of the date on which it was retained nor the retainer ar-

rangements.
Senator Bond. Will they review the potential of suing the var-

ious law firms who represented Madison, or the Board of Directors?
Mr. Altman. I do not know the answer to that question.
Senator Bond. We would appreciate knowing that, if you could,

later. And if there are other outside counsel or consultants hired
in conjunction with the case, we would like to know that.

Finally, I am advised that the list you have there is just an in-

ventory of the documents provided to Senator D'Amato. It is not
the complete inventory of the documents pertaining to Madison. If

I am mistaken, or in either event we would appreciate receiving a

copy of the
inventory

of the entire documents.
Mr. Altman. Well, Senator, I am not sure I fully understand

your question. What we have released amounts to what we have
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been asked for, less any documents that in our judgment could

prejudice the investigation.
I told you earlier that we had had a couple of conversations—I

have not had them—I am advised that there were a couple of con-
versations with Mr. Fiske, with each side asking the other not to

release information or take any other steps which would prejudice
either side's investigation, and we are trying to adhere to that.

Senator Bond. As I understand it, you have prepared an inven-

tory, I am not asking for the documents themselves, but I under-
stand that you had prepared an inventory and had furnished per-
haps Members of the House side or others with the inventory—not
the contents of the documents.
Mr, Altman. Any information, I assure you, that we have sup-

plied to Congressman Leach, or anyone elsewhere in the Congress,
we are delignted to supply to you or anyone else here that would
like it.

Senator Bond. Would that include an inventory, a cataloguing—
not the contents but a cataloguing—of the documents in the Madi-
son case?
Mr. Altman. We will supply you with any information, to the ex-

tent that we can, which does not get into areas that we think
would prejudice the investigation.

Senator Bond. Thank you, Mr. Chairman.
The Chairman. Senator Boxer.
Senator Boxer. Mr. Chairman, I am still working.
The Chairman. All right. Senator Domenici, you are next in the

order.

Senator Domenici. Mr. Altman, you spoke a while ago of your
one contact with the White House regarding this, and you and your
counsel went up to talk to the White House counsel.
Mr. Altman. One substantive contact.

Senator Domenici. Please?
Mr. Altman. One substantive or meaningful contact.

Senator Domenici. Well, I assume we are not arguing there that

you had—^you are not suggesting you had more than one are you?
Mr. Altman. No. I am just saymg that if you run into someone

in the hall, if vou see that thing in the paper this morning, I am
not including that.

Senator Domenici. You said you were there to give a heads-up.
What I understand the situation to be for average folks, like a

couple of folks in my State that were bordering up alongside of a
statute of limitations becoming a defense, was that they were pre-
sented with a tolling agreement. If they did not sign it, the suit

was filed so as to toll the statute. Is that a rather fair assessment
of the way business is done?
Mr. Altman. I think I would have to know the details of the mat-

ter. Senator.
Senator Domenici. I guess what I am wondering is are we get-

ting the right perspective of why you did this?

Did you go there because you wanted them to know that, clearly,

they might be asked to sign a tolling agreement? Or, to know that
the normal process was that the statute is going to toll. If there
were reasonable grounds to suspect something, they might expect
a lawsuit? Why else would you give them a heads-up?
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Mr. Altman. The difference between this and a matter Hke the
one you referred to is I had been receiving—I had begun to receive
a lot of inquiries, including inquiries in writing, from Congress as
to what procedures the RTC was going to follow, I wanted to give
them the same sense of those procedures that I was giving Mem-
bers of Congress. I said to them nothing different than I have said
to Members of Congress.
Senator DoMENici. I understand that, but I guess what I am get-

ting at is there must have been a reason for teUing them that.

Congress was just saying "the statute is going to nin, what are

you going to do." So, you went over there to tell them we are going
to apply the same thing we do in any other case? That is the

"heads-up" that you were giving them?
Mr. Altman. That is right.
Senator Domenici. Was it serious enough that you wanted them

to know because there might be something that they would be con-
fronted with that was untoward as you applied your rules, like ask-

ing for a tolling agreement, or filing a lawsuit?
Mr. Altman. i^ain, the essence of what we said was that the

statute of limitations which then applied was scheduled to expire
on February 28, 1994. The RTC was going to make every effort to
make a decision by that date.

It could fundamentally reach only one of two decisions: That
there was the basis for a claim, or that there was not.

If there was a basis for a claim, then we would either seek a toll-

ing agreement to permit more discovery and more preparation, or
we would file that claim in court.

Senator Domenicl Well, the passage of the statute of limitations
extension eliminates that problem, as you have already indicated.

I guess, Mr. Chairman, I am having a little difficulty with the

explanation. One way of looking at it was that it was not a very
meaningful or important meeting; that he was just doing this so
that he would be able to tell Congress he had told them he is going
to treat them the same way as others.

I do not think a man—I know you fairly well. I do not think you
would be going over there to just be able to send this letter to Sen-
ator D'Amato that says I have told the White House that they are

going to be treated the same way as other people.
Mr. Altman. Senator, I did not know whether they knew of such

procedures which, as I say, I was then commimicating to Members
of Congress. It just seemed to me a little odd to explain to a Mem-
ber of Congress that we are going to follow X, Y, Z procedures and
not have them ever be made aware of what those were.
Senator DOMENICI. I want to close on this remark by thanking

you, Mr. Chairman, for holding these hearings. I hope the public
understands the Republican response to Senator Kerry that it is al-

most an insult to accuse us of not being concerned about oversight,
and that somehow or other the other side is more interested in how
the RTC turned out.

Frankly, that just borders on being a joke.
At this hearing we have all your statements. We are going to

read them. We are going to know what you were going to say. If

you sent it to us yesterday, our staff has probably read it already
and they will brief us. So we are going to know.
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My last observation would be that it is inconceivable to me, Mr.
Altman, that you would really be concerned that people involved in
the investigation, whomever they are, whether it be people in Ar-

kansas, whether it be confidants of the President, or whomever,
that they would not know that the statute of limitations was going
to toll, and that that presented a situation where you had to advise

somebody. I just do not think anybody involved in this would not
have known that.

Mr. Altman. Well, Senator, I also—I would agree with you. I

cannot say for sure. I cannot say what was in their minds. I doubt

very much that they did not know about the statute of limitations.
Senator Domenici. Right.
Mr. Altman. What I was saying was not that. What I was saying

is I did not know if they knew, and, frankly, my impression is, as
a result of that meeting, that they had not previously known what
procedures the RTC would be following. By that I mean that you
have to choose between—^you have to reach a conclusion as to
whether there is a claim or there is not, and then determine what
you have to do if you reach a conclusion that there is.

Senator Domenicl Thank you, very much.
The Chairman. Thank you.
Senator Faircloth.

Senator Faircloth. Thank you, Mr. Chairman.
I will echo Senator Domenici. You have done a superb job of con-

ducting, and I will be very brief. My questions are to Mr. Hove.
Mr. Hove, we keep coming back—^you said the FSLIC issued this

report, who had long been out of business, and did the investiga-
tion on Mrs. Clinton and her relationship?
Mr. Hove. No, sir, I did not say the FSLIC. I said that the agen-

cy
that handled the closing of First American was the FSLIC, and

that occurred before the FDIC had any involvement in it.

Senator Faircloth. All right. But who did the investigation—I

assume there was one done—^to determine that Mrs. Clinton had
no involvement whatsoever that was worthy of looking at?
Mr. Hove. We did not do an investigation. We did not do a re-

view because we do not have all the records. The records are the
old FSLIC records that are not in one central repository. All we did
was review the records that we had available at the FDIC. The
records that we had at the FDIC only indicated that Mrs. Clinton's

involvement, from the records that we could review, was the 2
hours that she spent filing the amended complaint for her partner
Vincent Foster.

Senator Faircloth. So what you are saying, really, is that you
did a very incomplete and surface investigation
Mr. Hove. We did not—we simply looked at the records that we

had, and we did not make an investigation any further than the
records that we had available to us at the FDIC.
Senator Faircloth. Well, I would say that Mr. Whitney, issuing

such a clearance for Mrs. Clinton in the name of the FDIC, does
not lend a lot of

credibility
to an FDIC investigation when he

makes his statements, and when you did not really have the
records to make an investigation from what you are telling me.
Mr. Hove. What we were doing was correcting the information

that was erroneous in the Chicago Tribune report, because the Chi-
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cago Tribune said that it was an FDIC case and we said it was not
an FDIC case. We also said that from our records this was the only
involvement that she could have.
Senator Faircloth. Do you not think it would be a good idea to

hunt up the old FSLIC records and see whether they might lead

you farther?
I have a question, and then I will be done. The original suit was

$3.3 milHon. Thev settled it for 6 cents on the dollar, or $200,000.
What I want to know is how much was Mrs. Clinton or the Rose
Law Firm paid?
Mr. Hove. I cannot tell you. I do not know.
Senator Faircloth. Can you find out?
Mr. Hove. We can try.
Senator Faircloth. I would like for you to let me know as quick-

ly
as possible how much the Rose Law Firm was paid, and also

their work records to indicate who did the work to earn the money.
You say she worked 2 hours
Mr. Hove. I did not say that. I said the only thing that we can

ascertain from the records we have was that she worked 2 hours.
Let me remind you, Senator, that these records are dispersed

from wherever the FSLIC had the records. We did not take posses-
sion of those records when the FSLIC was closed down.
Senator Faircloth. Are those records still available?
Mr. Hove. I do not know.
Senator Faircloth. If she settled the lawsuit, the amount of

hours she worked—it is just impossible for me to believe she set-

tled the lawsuit against Lassiter, she signed the amended return
which was the settlement, the amended complaint which was the
settlement against Lassiter at a very favorable rate. Then, we turn
around and find that Lassiter is the person whose power of attor-

ney is back in the White House working.
Mr. Hove. Senator, the amended complaint reduced the com-

plaint from $3.3 million to $1.3 million. The settlement was some
6 months later. I do not know whether Mrs. Clinton had any in-

volvement after that period of time in which she amended the com-
plaint from $3.3 million down to $1.3 million.

Senator Faircloth. Well, we have no idea whether Mrs. Clinton
made the final settlement totally.
Mr. Hove. I have no idea from our records and what we have

seen.

Senator Faircloth. This 2-hour thing, she could have worked
200 hours.
Mr. Hove. What I have told you is what we have available at the

FDIC.
Senator Faircloth. She could have worked 200 hours on it.

Mr. Hove. All I am telling you is that the records that we have
indicated she worked 2 hours. The only records we have is that she
billed the FSLIC for only those 2 hours.

Senator Faircloth. Billed who?
Mr. Hove. F-S-L-I-C.
Senator Faircloth. How about getting the total records from the

FSLIC and finding out how much the total bill was, and whose
time was billed? I would like to see them.
Thank you.
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The Chairman. Senator D'Amato.
Senator D'Amato. You know, Mr. Hove, I have difficulty believ-

ing that you really have trouble figuring this out. When a claim is

lodged for $3 million, and then it is reduced and you say, well, the
law firm or this partner—in this case Mrs. Clinton—only billed for
2 hours, but the nature of the work was such as to reduce that law-
suit and the potential liability of Mr. Lassiter who has a definite

relationship with the Clintons. I mean, are we really to believe you
do not understand that?
Now do not give me this 2-hour stuff. I mean, the fact is that

that claim was reduced. The potential of the claim was $3 million.

It was reduced to $1 million some odd, and therefore a settlement
of $200,000 is much more reasonable in appearance when the suit

is only asking for $1.3 million as opposed to $3 million. Now does
that not make sense?
Do you see why a Senator or anyone else would make an inquiry

and say: Look, what is the situation here? Are you telling us there
is no conflict there?
Mr. Hove. But, Senator, you are asking the FDIC, and the FDIC

did not have any involvement in that suit at that time.
Senator D'Amato. I am not suggesting that. What I am suggest-

ing to you is that in a period of time it came to you for review, if

you look at this—do not keep telling us that the FDIC did not have
anything at that time. We are not suggesting that you did anything
wrong.
We are suggesting you take a look at the facts. Take a look at

the record, '^^u can be a school boy and you will come to an ines-

capable conclusion that someone was retained to bring the lawsuit
that had a relationship with the person they brought the suit

against.
And, as a matter of fact, whether it was 2 hours or 1 hour, their

determination was made to reduce the claim that might be the po-
tential liability fi'om $3 million down to $1 million, and eventuculy
settle for $200,000. Now we do not know who was responsible for

the settlement?
But the fact of the matter is that the partner who reduced and

amended that complaint is Mrs. Clinton. That is obvious. I am not

going to spend my time going back and forth with you.
I am going to tell you something else, though. When we talk

about the potential for conflict before, as it related to the Madison
Guaranty and Mr. Hubbell, I am going to refer you to a letter of
June 8, 1989.
Mr. Hove, you stated that since the Rose Law Firm, when I first

brought this up to vou, was suing Frost, it was not relevant that
Web Hubbell's brother-in-law and father-in-law were suing Madi-
son.

Now, if you take a look at that letter—and I am going to suggest
to you that you are wrong, and that is why you had better nave
the IG look at this—June 8, 1989, and it is written to April
Breslaw, Attorney, Federal Deposit Insurance Corporation—I am
reading part of it:

Mr. Hubbell is the son-in-law of Seth Ward, a Madison insider who was able to

obtain a judgment against Madison of approximately $447,000.

Skipping to the next sentence and going down:
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Since the conservatorship, the case has been removed and later remanded back
to the State Court of Appeals. After appeal, a new trial will be sought. Whether in

State or Federal court, at a minimum.

It goes on to state:

The State judgment will be attacked under various special FDIC defenses on its

general inappropriateness. Ms. Styrohom has informed me that the information
contained in the audit files could be damaging to our case, especially if a new trial

is granted.

It goes on, and it concludes:
I offer this information because there appears to be a conflict in representation

and a question of loyalties. Mr. Hubbell may or may not be able to compromise our
interest in the Seth Ward matter.

Now, look, I am not suggesting that at that time you knew of it.

Here it is. That is why, if you do not refer something to the IG to

clarify whether or not there was a conflict, you cannot be doing the

right thing.
For you to maintain, well, you were not there at the time, it was

the FSLIC? Well, maybe the rules were a little vague. I mean, for

God's sake, you had lowly auditors saying, wake up, fellows!

You had an auditor in another letter saying: "It is impossible to

think that he is not going to tell his in-laws what is going on." So
that is the kind of uiing that brings about maybe tne stamping
that one of my colleagues alluded to.

Mr. Chairman, not withstanding—^first of all, I am going to ask
that we be permitted to submit some documents for the record,
that have been referred to, so we can keep an orderly proceeding.
The Chairman. Without objection, so ordered.
Senator D'Amato. Second, I want to say, before I conclude, that

you could not have been fairer in making available this opportunity
and according the Members the opportunity to make their presen-
tations and to ask their questions under very difficult cir-

cumstances.
I want you to know that, and I think I speak for all the Repub-

licans on the Committee in relationship to the manner in wnich

you have conducted this proceeding. It is not easy for you, and I

just want to commend you for your impartiality.
Let me conclude. Again, I think what we are interested in seeing,

as I think Senator Domenici said, is that the process move forward
without there being interference and without there being a ques-
tion as to what documents have been made available to the appro-
priate people, and what has been taken.

I see Mr. Altman. He is placed in a very difficult position. I have
said that publicly, as well. It is a very, very difficult situation and

certainly it leads to us raising the kinds of questions we have.
But I tell you that this Senator wants to see that what was sup-

posed to be done, what was done, and that which should be done
is carried out in a manner in which everyone can say that the right

thing was done. Then, let the chips fall where they may.
So, Mr. Chairman, again, thank you for providing us an oppor-

tunity to put forth our concerns. Hopefully, this will move us a step
closer to resolving this matter.
Thank you.
The Chairman. Thank you, very much. We will give you some

questions for the record, and we would ask you to respond to them.
The Committee stands in recess.
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Senator Boxer. Mr. Chairman, I want to make a comment.
The Chairman. Oh, I beg your pardon. Senator Boxer.
Senator Boxer. I was really waiting to hear what Senator

D'Amato had to say. If you do not mind
The Chairman. Excuse me.
Senator Boxer. I just want to make sure I imderstand where

this is all going. So, Mr. Hove, you have agreed that you are going
to take a look at—^you are going to ask the IG to take a look at
this potential conflict of interest? Is that correct?

Mr. Hove. I have committed to make the IG, or request the IG
make an investigation of both the FDIC's involvement with the
Rose Law Firm and their suit with Frost.

I have also made a commitment that we will have the IG inves-

tigate the issue of First American's failure when that happened
back in 1985 or 1986, or whenever that was.

Senator Boxer. And Mr. Altman has agreed to have the IG take
a look at the largest S&L failures, the six that I noted in New
York, Texas, California, and other places, and do the same thing.
So we have that coming.
Mr. Altman. That is right.
Senator Boxer. I think, Mr. Chairman, I guess we have made a

lot of noise here today. I do not think that we have raised any issue
that will not be raised by this very Independent Coimsel.
The fact that our colleagues have raised them again I am sure

will lead the Independent Counsel to look even harder at these is-

sues. But to me, what is important for the American people to

know is that after the biggest financial disaster in history we are

getting on our feet.

We do not see these S&L's going under. We have, in the Senate,
extended the statute of limitations I am happy to sav. I voted to

do it twice. Some others voted to do it once. I am glad it got done.
We can look at many more of these issues that are unresolved,

because we want to make sure we go afler the bad people.
I am very convinced that, as we have learned today through the

Chairman, by looking at the scope that this Independent Counsel
has in front of him, that every single question that was raised here
is going to be answered.

Frankly, I think the American people know that, Mr, Chairman.
That is why, when the polls are taken day after day, after more
and more stamping of feet, they still say, yes, I know that is being
looked at, and that is OK. They are more interested in the bread
and butter of their lives, getting jobs which they are getting more
of under this Administration, and seeing the deficit go down which

they are getting under this Administration, seeing interest rates
remain relatively low which they are seeing because of deficit re-

duction, and they are seeing opportunity again.
Now, there are those that try to distract from this. That is a po-

litical game. But I think there are enough of us here today that
called it in that fashion, and I thank you, Mr. Chairman, for your
great patience today.
The Chairman. Thank you. Senator Boxer.
Thank the witnesses.

The Committee stands in recess.
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[Whereupon, at 2:30 p.m., the Committee was recessed, subject
to the call of the Chair.]

[Prepared statements, response to written questions, and addi-
tional material supplied for the record follow:]
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MEMORANDUM
TO: Members and Staff of the Senate Banking Conunittee

FROM: Pat Lawler, Tim McTaggart, and Tim Mitchell

DATE: Februaiy 18, 1994

RE: RTC Thrift Depositor Protection Oversight Board Semi-annual Hearing
on February 24, 1994

Semi-annual Hearing on the RTC
At 10:00 a.m. on February 24, 1994, the Committee will hold a hearing pursuant

to the Committee's statutory mandate to review the progress of the Resolution Trust

Corporation (RTC) in resolving cases and selling assets of faUed institutions. The
members of the RTC Thrift Depositor Protection Oversight Board will appear before
the Committee.
The statutory language concerning the RTC's semi-annual reports and hearings

is attached, as well as a summary of prior Banking Committee hearings on the
RTC. Due to the press of Committee business relating to the RTC funding bill and
its management reforms, the Committee omitted the semi-annual Oversight Board
hearing that would normally have been scheduled in the latter part of last

year.
The RTC is the Federal entity established by Congress in 1989 to resolve failed

thrifts and to protect insured depositors at those thrifts. The RTC has the respon-
sibility to resolve thrifts that fail up to a date between January 1 and July 1, 1995,
as determined by the Chairperson of the Oversight Board. Thereafter, the Savings
Association Insurance Fund (SAIF) administered by the FDIC will have the respon-
sibility for resolving failed thrifts. The RTC terminates on December 31, 1995, and
wiU be selling assets from its inventory until that time. Remaining assets and liabil-

ities of the RTC will be transferred to the FSLIC Resolution Fund of the FDIC.

RTC's Oversight Board Structure and Responsibility

The RTC Thrift Depositor Protection Oversight Board has the following members:
Treasury Secretary Bentsen, who is the Chairman; Roger Altman, the Acting RTC
CEO; Andrew C. ("Skip") Hove, Jr., the Acting FDIC Chairman; Jonathan Fiechter,
the Acting OTS Director; and Alan Greenspan, the Federal Reserve Chairman. The
terms of the two independent members, Robert Larson and Philip Jackson, expired
last April. Robert Larson has been renominated by the President, but the Commit-
tee has not yet received his questionnaire. Dietra Ford serves as the Executive Di-
rector of the Oversight Board's staff.

The Oversi^t Board reviews the RTC's overall strategies, policies, and goals for

the resolution of failed thrifts and the disposition of their assets. Additionally, the

Oversight Board reviews the RTC's financial plans, budgets, and financing requests.

RTC's Management Personnel and Advisory Board Personnel
Albert Casey resigned as Presidentially-appointed RTC CEO effective March 15,

1993. He was replaced on an acting basis by Roger Altman, who is also Deputy Sec-

retary of the Treasury. Under the terms of the Vacancies Act, an official may only
serve in an acting capacity for 120 days if there is no nomination pending. Stanley
Tate withdrew his nomination last November 30, so Mr. Altman's authority would
run out on March 30, unless a new CEO has been nominated by then.
There have been significant changes in top management personnel. Day-to-day op-

erations are being overseen by Jack Ryan, Deputy CEO, who is on loan from the
OTS. Following Lamar Kelly's departure, Tom Horton has assumed responsibility
for asset sales. Bill Roelle has also left, and Paul Ramey is now in charge of resolu-

tions. Other members of the Executive Committee include Donna Cunninghame, the
new Chief Financial Officer, Ellen Kulka, the new General Counsel; Johnnie Booker,
who is in charge of minority and women programs; and Barry Kolatch, head of plan-
ning and research. Jack Adair remains the RTC Inspector Gfeneral. Ira Hall has re-

cently become Chairman of the National Advisory Board to the Oversight Board.

Review of RTC Funding Legislation

In the 1989 savings and loan legislation, at the request of the Bush Administra-

tion, Congress provided $50 billion to the RTC for closing savings and loans and
protecting insured depositors. Of that $50 billion, only $40 billion was anticipated
to be used for RTC losses and the other $10 billion was to be used as working cap-
ital and a backup source of funds. The $50 billion was to last until August of 1992
when the RTC would be finished with its job of resolving the failed S&L s. However,
the $50 billion only lasted until the fall of 1990. The Senate passed a bill for new
funding at that time, but it did not succeed in the House.
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In March of 1991, Congress authorized an additional $30 billion for the RTC to
resolve failed thrifts and protect insured depositors. That money was quickly ex-
hausted. In the spring of 1991, the Bush Administration asked for an additional $80
billion for the RTC, and the authority for the RTC to extend its resolution of the
S&L's until September 1993. On November 27, 1991, Congress extended the RTC's
resolution authority and

provided
an additional $25 bilUon to the RTC, but re-

stricted its availability to the period before April 1, 1992.
At that time, the KTC had used only about $7 billion of the $25 billion, but still

had conservatorships that remained unresolved. Prior to the statutory deadline, the
Senate passed legislation to restore the remaining $18.3 billion and provide an addi-
tional $25 billion in new funding to the RTC. But again the House was unable to

pass funding legislation. Last November 22, Congress reappropriated the funds that
were unused from the previous appropriation.

RTC's Current Financial Condition
The legislation passed last yesir provided $18.3 billion. In addition, reserve bal-

ances from earlier appropriations were augmented by lower re-estimates of losses
on previous resolutions, owing largely to improved financial and real estate market
conditions. Together, these balances amounted to $6.8 billion at the time the legisla-
tion was passed, maiing a total of $25.1 billion in loss funds available to the RTC.
To date, $1.4 billion hasl)een spent, leaving $23.7 billion.

The RTC
currently

has 63 tnrifts in
conservatorship.

These institutions are ex-

pected to cost $7 billion to $8 billion to resolve. With the savings and loan industry
earning record profits, relatively few institutions are expected to fail during the re-

maining I6V2 months in which the RTC has resolution authority. The President's
1995 budget indicates that the Administration estimates the RTC's total losses on
resolutions and administrative expenses in FY94 and FY95 will be about $13 billion.
That compares with a CBO estimate of $15 billion. If those estimates and RTC's
asset sales projections are on target, RTC would terminate without using $10 to $12
billion of appropriated funds available to it.

Considerable uncertainty remains, however. As of the end of last year's third

quarter, 119 thrifts with $84 billion in assets had MACRO suf)ervisory ratings of
4 or 5 and were therefore "troubled." An unexpected deterioration of business condi-
tions or an increase in interest rates could increase the number of failures signifi-

cantly and lower the sales proceeds on assets acquired as a result of previous resolu-
tions.

RTC Assets
As of year-end, the RTC had assets with original book-values of $63.5 billion to

dispose of, $23.2 bUlion in conservatorship and $40.3 billion in receivership. The re-

ceivership assets were funded with $24 billion in working capital borrowings from
the Federal Financing Bank. (An additional $7 billion in working capital provides
financing for advances to conservatorships.) As more conservatorships are resolved,
assets acquired in those resolutions will add to working capital needs, but reduced
needs owing to asset sales should be more than offsetting. The Administration ex-

pects the RTC to sell enough assets from the receiverships, current conservator-

ships, and new thrift failures to reduce its woricing capital borrowings to $17 billion

by the end of FY95. The RTC is more optimistic. It expects to reduce those borrow-

ings to $5 billion by the end of calendar 1995.
At that time, any remaining assets and woriiing capital debt will be transferred

to the FSLIC Resolution Fund at the FDIC. If asset sales yield less than the debt
to the Federal Financing Bank, the FSLIC Resolution Fund may draw down unused
RTC appropriations. If tney yield more, the proceeds will be transferred to the RTC
Funding Corporation (REFCORP) to defer some of its interest expenses.

Other Remaining Cleanup Costs
The FSLIC Resolution Fund was created in FIRREA (1989) to meet obligations

incurred by the FSLIC's thrift resolutions, including the 1988 deals. Those resolu-
tions cost approximately $60 billion, of which only about $2 billion remains to be
spent. Combined with the RTC's expected total, that yields a total cleanup cost of

$150 billion to $155 biUion. Of that, approximately $25 billion on a present value
basis has or will come from industry sources, leaving taxpayers responsible for $125
billion to $130 billion.

Two off-budget agencies, the Financing Corporation (FICO) and REFCORP, will
continue to make interest payments for many years into the future. (Only their

original borrowing is included in the figures above.) FICO issued $8.1 billion of 30-

year debt which wiU mature in 2017-2019. Interest amounting to $0.8 billion per
year is paid out of thrift deposit insurance provisions. The principal was deferred
with investments made by Federal Home Loan Banks. REFCORP issued $30 billion
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of 30-year and 40-year debt maturing in 2019-2030. Interest amounting to $2.6 bil-

lion is paid primarily by the U.S. Treasury. Federal Home Loan Banxs pay $300
million per year, and they provided funds sufficient to defer the principal.

Asset Sales A>fD Inventory
To date, the RTC has paid off or otherwise protected 22.9 million depositor ac-

counts with an aggregate balance of $203.8 billion. In doing so, it has resolved 680
conservatorslups with assets (at the time of takeover) of $341 billion at a loss of

$81.3 billion. The additional 63 thrifts stiU in conservatorship originally had $61 bil-

lion in assets. New loans and asset purchases by institutions under the RTC's con-
trol has swelled the cumulative volume of RTC assets on a book-value basis to $457
billion. Through December 31, the RTC's proceeds from asset sales and principal col-

lections amounted to $353 billion. These assets had original book values of $393 bil-

lion, so the average discount was 10 percent. Of the hard-to-sell assets (total assets
less cash, securities, and 1—4 family mortgages), the RTC has disposed of % of its

cumulative holdings.
On December 31, original book values of the RTC's conservatorship and receiver-

ship assets were distributed as follows:

Cast and securities $11.0 billion

Performing 1-4 family mortgages 7.6

Other performing loans 9.6

Delinquent loans 14.0

Real Estate Owed 6.0

Subsidiaries 6.5
Other Assets 8.8

Total $63.5 bilUon

The RTC expects to collect nearly full value on liquid assets (cash, securities, and
performing 1—4 family mortgages) and about ¥2 of book-value on other assets for an

average of 63 percent.

Business Plan
In compliance with the 1993 RTC Completion Act, the RTC has prepared a busi-

ness plan for its remaining 2-year life.

Resolutions

The RTC hopes to resolve 43 of its current conservatorships by the end of Msirch
and all 63 by mid-year. However, there have been no resolutions since earlv Decem-
ber. Last year's legislation required RTC to identify institutions and branches of in-

stitutions located in predominately minority neighborhoods and make special efforts

to encourage minority institution bidders. The RTC has not yet written the nec-

essary regulations and so cannot yet determine if a conservatorship has branches
in minority neighborhoods.

Asset Sales

Asset sales slowed significantly last year. Sales proceeds of the harder-to-sell as-

sets dropped off from $33 billion in 1992, to $24 billion (annual rate) in the first

half of last year, to a $14 billion rate in the second half. Earlier, the RTC had been
planning to complete its asset sales by the end of thisyear, but the current strategy
appears likely to stretch that out by at least a year. The delay in providing funding
accounts for part of the stretch out.

But a decision last year (now required by law) to provide more opportunities for

smaller investors by selling individual assets and smaller packages has also been
a factor. In addition, all assets (except those that are too small to justify the cost

or those in highly licruid markets) are subject to an independent assessment of value

{)rior

to mariceting. The RTC anticipates that future sales will be distributed as fol-

ows:

Securities transactions $7.3 billion

Securitization 5.2

Equity Partnerships 8.7

Portfolio sales 2.0

Auctions 10.3

Sealed Bids 11.4

Individual REO Sales 3.1

Settlements 1.4

Total $50.9 billion
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This pattern is very similar to 1993's, but places somewhat more emphasis on
sealed bids and somewhat less on portfolio sales.

Among the least liquid of the RTC's assets are its residual holdings on its

securitized debt issues that serve as reserves or collateral for the higher rated
tranches it has sold. The RTC has indicated that it wiU make increased efforts to

sell these residuals. It may also seek to have the rating agencies (e.g., Moody's) re-

duce the amount of reserves they recjuire the RTC to maintain in order to retain
its ratings. Excess reserves could he paid to the RTC as income. The RTC has issued

$20.9 billion in residential mortgage-backed securities with cash reserves ranging
from 12 percent to 21 percent of collateral. In some cases, reserves on securities is-

sued in 1991 have increased to 30 percent and 40 percent of the outstanding bal-

ance, as mortgage prepayments have lowered those balances. However, according to

Moody's, their experience with securitization transactions is that delinquencies start

to appear 18 months after issuance and most losses occur in the third and fourth

years after issuance. Indeed, in September 1993, Fitch Investors Service placed the
RTC's MBS 1991-9 on its watchlist because of hi^ delinquency rates and fore-

closures. Fitch also expressed concerns about appraisals on the Caufomia properties
and the loan-to-value ratios of the loans.

Minorities and Women Programs
The RTC plans to get its minorities and women programs division more actively

involved in all stages of the contracting process, including those occurring at field

oflices and subcontracting arrangements made by prime contractors. In addition to

recruiting minority-owned and women-owned law firms: (MWOLF's) to serve as out-
side counsel, RTC also plans to organize conferences and seminars designed to edu-
cate and train minority and women attorneys in non-MWOLPs concerning the
RTC's proCTam. The RTC's Small Investor Program (SIP) will focus some of its ef-

forts specifically on attracting minority and women investors. In resolutions, RTC
hopes to attract more minority institution purchasers bv selling branches individ-

ually or in small clusters, and by offering interim capital assistance. In the first 10
months of last year, 34 percent of the lee amount of non-legal contracts were ac-

corded to MWOB firms. That compares to 20 percent in the preceding 3-plus years
of the RTC's Ufe.

Waste, Fraud, and Mismanagement
The RTC has initiated and largely completed a thorough review of its internal

controls. Over the past 2 years, internal reviews and those by its Inspector General
and GAO have identified 1,560 needed corrective actions. As of December 7, 1,403
were completed. A Chief Financial Officer has been hired and made responsible for

implementing these actions. The RTC has reorganized its contracting operations of-

fice and claims to have made substantial progress in standardizing procedures for

contracting legal services and implementing automated invoice processing. Contrac-
tor oversight has also been stepped up. Last year the RTC initiated audits, using
public accounting firms, of nearly 5()0 outstanding contracts at 200 contractors

(mostly property managers).

Professional Liability Cases

In order to address GAO criticisms of its PLS unit, RTC has sought to stabilize

staffing by negotiating a merger of RTC and FDIC PLS units. RTC recommends an
overall increase in PLS stall with improved employment security. RTC has im-

f

(roved collections on PLS settlements, collecting $336 million through November
ast year, compared with a total of $332 million in previous years.

TYansition

The RTC Completion Act requires the FDIC and RTC to establish a transition

task force with reports due January 1 and July 1, 1995, and January 1, 1996. That
task force has been appointed. At year-end, RTC had 6,705 employees of which
1,6(X) have the right to return to the FDIC when the RTC terminates. At year-end,
690 had already returned. In addition, the RTC and FDIC must coordinate their

records, asset management, and legal systems sufficiently for those functions to be
transferred smoothly.

GAO Audits

Last June, the GAO released its audit conclusions for the RTC 1992 year-end fi-

nancial statements. The GAO gave those statements a relatively clean bill of health,

finding for the first time that recordkeeping standards at the RTC were sufficient

to permit a full evaluation, but stated that internal controls were not adequate to

assure the avoidance of material misstatements in the financial data. Indeed GAO
found several examples that were subsequently corrected. The GAO found individ-
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ual computational errors of $1.5 billion and $500 million, missing documents nec-

essary to establish value for 13 percent of RTC assets, and many posting errors and
defunct account reconciliation systems.
The audit also pointed to weaknesses in contractor oversight as a source of unnec-

essary losses. Denciencies of cash management practices at property subcontractors
make RTC funds subject to unauthorized use. Another policy error resulted in hun-
dreds of thousands oi dollars of lost interest income.

Additionally, the GAO in a December 1993 report criticized the RTC for its poor
internal controls over loan servicing costs resulting in greater cost to the agency.
The GAO reported on wide variations in the types and amounts of loan servicing
fees for similar contracts paid by the RTC's regional offices. For example, monthly
fees for servicing performing loans ranged from $5.62 to $150 per loan for commer-
cial loans, from $4.25 to $13.50 for consumer loans, and from $2.98 to $7.50 for resi-

dential loans. The GAO concluded that allowing each regional office to operate inde-

pendently in competitively bidding and awarding its own loan servicing contracts in-

creased RTC's total loan servicing costs. As of April 1993, 23 loan servicing contrac-
tors under 34 contracts were servicing about 193,000 mortgages and loans with over

$18 billion in total book value.
The GAO also reported that fee structures in some contracts conflicted with RTC's

asset disposition strategies. For example, one unnamed loan servicer was paid $9
million in disposition fees on loans that the RTC disposed of through securitization.

These added costs increase the total cost of RTC's asset disposition efforts. In re-

sponse to the GAO's findings, the RTC has undertaken to coordinate a national

oversight program of loan servicing contracts and to develop a standard loan servic-

ing agreement. The GAO, however, has not reported whether the agency actions
have addressed the problem.

In a separate February 1994 report, the GAO criticized the RTC for not having
sufficient information from its SAMDA asset contractors to ascertain the holding
costs and recovery rates for the sale of the agency's assets. As of January 1993, RTC
had awarded 236 SAMDA contracts to manage and dispose of assets with total book
value of $37.2 billion. The GAO found that although the RTC contractors were re-

quired to report on the income and expenses for their assets, these data were not

readily available or were unreliable for 3,502 of the 5,156 assets reviewed. As a re-

sult, the GAO could not determine the net holding costs and revenues, holding peri-

ods, and net recoveiy rates for these assets. In response to GAO's report, the RTC
has endeavored to change its procedures to establish a uniform reporting system.
The GAO has not reported whether the agency actions have addressed the problem,
however, the GAO previously reported on proolems with the computer system that
the agency would employ to establish this new procedure.

Minority-owned Financial Institutions

A November 1993 GAO report made certain suggestions for the RTC, FDIC, OTS,
and the Treasury Department to carry out the legal requirements contained in
FIRREA and the 1991 RTC Refinancing, Restructuring, and Improvement Act to

preserve minority ownership of financial institutions and provide assistance for mi-

nority-owned institutions and minority investors to acquire failed financial institu-

tions. The GAO report did not review the 1993 RTC Completion Act requirements
in this area which became effective in December 1993.

The GAO concluded that the regulatory agencies had taken steps to preserve the

minority ownership of financial institutions, but they had not assessed whether the

steps were effective. The GAO reported that since its inception in August 1989

through May 18, 1993, the RTC had resolved 26 of 29 failed minority-owned thrifts.

Minority ownership was preserved in 12 of the 26 resolutions. The RTC closed 5 mi-

nority-owned thrifts because no qualified minority or non-minority group expressed
an interest in acquiring them. By comparison, from August 1989 to July 2, 1993,
11 minority-owned banks had failed under the FDIC's control. The FDIC resolved
each of them by preserving the minority ownership of 2, selling 6 to non-minorities
and closing and paying off the depositors of 3. Minority-owned banks, however, ac-

quired 5 non-minority-owned banks under the FDIC's control.

The GAO recommended that the Treasury Secretary consult with FDIC, OTS, and
RTC to systematically assess the effectiveness of their approaches to preserve mi-

nority-owned financial institutions. GAO indicated its belief that a key component
of this effort should be surveys of minority-owned financial institutions to obtain
their views on the efforts that are employed to preserve their institutions.

RTC Affordable Housing
The 1989 legislation creating the RTC required the agency to implement an af-

fordable housing disposition program. By October 31, 1993, the affordable housing
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disposition program had sold almost 76,000 housing dwellings for $1.2 billion. This
includes almost 20,000 single-family dwellings and over 52,000 multi-family units.
From its inception in 1990 to date:

• 19,600 single-family dwellings have been sold (23,446 units) and closed for $537
million.

• 52,450 multi-family units (21,985 solely for low- and very low-income tenants) in
564 properties have been sold and closed for $616 million.

Additionally, nearly 100 nonprofit entities (36 public agencies and 62 nonprofit or-

ganizations) have purchased over 150
multi-family properties with 11,000 units; 63

f»ublic
agencies and 262 nonprofit organizations nave bought almost 1,500 single-

cmiily homes.
The average income of purchasers of single-family homes is $21,860 or 61 percent

of national median income; the average purchase price is $27,405. A survey of the
RTC buyers at nationwide auctions shows that 37 percent are minorities, 72 percent
are first-time buyers, and 13

percent
are veterans. The RTC has achieved approxi-

mately 74 percent of appraised value for the homes sold.

The 1993 RTC Completion Act requires the RTC and the FDIC to enter into an
agreement on the orderly unification of both agencies affordable housing programs
and to merge both programs by August of this year. The RTC and the FDIC have
begun discussion to merge the two programs. The 1993 RTC Completion Act states
that the unified program "shall take into consideration the substantial experience
of the RTC regarding: seller financing, technical assistance, marketing skill and re-

lationships with public and nonprofit entities, and stafi" resources."

RTC WfflSTLEBLOWERS

On September 23, 1993, the Committee held an oversight hearing at which 13
witnesses, both current and former employees of the RTC, testified regarding waste,
fraud, and abuse that they had knowledge of due to their employment at the RTC.
As a result of the hearing, the RTC reiterated its policy of prohibiting retaliation

against whistleblowers as well as undertook steps to address the allegations pre-
sented. The RTC has informed the Committee that it is not finished witti reviewing
all of the allegations and formulating its response and work will continue on this.
The RTC has made a number of changes in the contracting area to address some

of the concerns raised at the hearing. For example, the Office of Contracts was split
into two separate divisions. Contract Solicitation and Award and Contract Adminis-
tration and more resources were devoted to these tasks. Additionally, all contract

proposals
with anticipated fees in excess of $25,000 must be reviewed, by the Office

of Ethics and any contractors who violate RTC policies or procedures will face con-
tract termination as well as debarment. Also, the Office of (Contractor Oversight and
Surveillance has been authorized to increase its staff by 147 p>eople in order to im-
prove the quality and frequency of oversi^t. In addition, a Contractor Performance
Tracking System' has been established to more objectively evaluate contractor per-
formance and to maintain continuous contact with Accounts Payable to ensure com-
pliance with regulatory and other legal requirements.
The RTC also has made followup visits to its offices in Newport Beach and At-

lanta to review sexual harassment issues reported in those offices. An employee in
the Newport Beach office was dismissed as a result of these incidents and additional

training was provided. The RTC also has undertaken educational and certain other
managerial enorts aimed at eliminating discriminatory practices in its field offices.

Additionally, the RTC created a "Dsdlas Professional Liability Review Team" to

fiursue
the concerns raised at the hearing about the results of investigations of

ailed Texas thrifts and their officers and directors. This team, comprised of attor-

neys from the Department of Treasury, investigators from the Secret Service and
one investigator and one attorney from the RTC, made two separate trips to Dallas
and interviewed more than 50 current and former RTC officials in Dallas and in

Washington. The review team has provided their initial findings to Interim CEO
Altman who has indicated that after reviewing their findings, he will implement any
necessary and appropriate changes in personnel or policy.

PRIOR SENATE BANKING COMMITTEE HEARINGS ON THE RTC
Since the RTC was created, the Committee has been active in its oversight of the

RTC. The full Committee has held 24 hearings on the RTC, some general oversight,
some confirmation, and others involving specSic statutory topics.
On October 4, 1989, the Committee heard from Chairman Seidman and Oversight

Board members Brady, Greenspan, and Kemp on their plans for beginning the oper-
ations of the RTC. It was at this hearing tnat Chairman Seidman first indicated
that the RTC might not have sufficient funding to complete its statutory functions.
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On January 31, 1990, the Committee heard from the members of the Oversight
Board on the strategic plan that was adopted for the RTC. At this hearing, the Ad-
ministration officials outlined their plans to raise working capital for the RTC
through the Federal Financing Bank.
On April 3, 1990, the Committee held a hearing regarding the appointments of

Robert Larson and Philip Jackson as the independent members of the Oversight
Board. Both nominees testified that in their experience with troubled real estate,
it is generally best to take your losses and sell tne property as quickly as

possible.On May 23, 1990, the Committee received the first semi-annual report from the

Oversight Board. At that hearing, Secretary Bradv testified that it would take addi-
tional mnding for the RTC to complete its task because thrifts were failing faster
than anticipated. Secretary Brady estimated an additional $39 billion to $82 billion

would be needed to close thrifts that failed by August 1992. William Taylor, then
the acting President of the Oversight Board, stated that from the enactment of
FIRREA going forward, it appeared uiat approximately 1,000 thrifts could fail.

On September 13, 1990, the Committee neard from RTC staff and a number of
mivate sector witnesses on the RTC's asset sales and low-income housing program.
The head of RTC's asset management division, Lamar Kelly, testified that even
though the RTC had sold billions of dollars of assets, that the RTC's inventory
would continue to grow because of the large influx of assets from additional failing
thrifts.

On September 20, 1990, Chairman Seidman presented the first report on the
RTC's estimated cost of the so-called 1988 deals. The FSLIC had first estimated that
$49 biUion in assistance payments would be made to the assisted thrifts. Chairman
Seidman testified that he estimated the cost to be $70 billion, with several billion

of potential cost savings if some of the transactions were restructured according to

their terms.
On January 23, 1991, the Committee held its second semi-annual hearing on the

RTC with the members of the Oversight Board. At that hearing, Secretary Brady
stressed the need for additional funding for the RTC to continue closing thrifts and
selling assets.

On February 5, 1991, the Committee held a mark-up hearing on the RTC Funding
Act of 1991. Tiiis legislation provided the RTC with $30 billion in funds to use while

Congress studied proposals to reform and restructure the RTC.
On

April 9, 1991, the Committee held hearings on the structure of the RTC, and

proposals to reform the RTC. At that hearing. Senator Kerrey and Congressman
Vento testified about liieir legislative proposals. The Committee also heard from a

panel including Postmaster General Frank, financial author Martin Meyer, and Ad-
ministrative Conference Chairman Breger.
On June 11, 1991, the Committee held another hearing on restructuring and re-

forming the RTC. In addition to testimony from Comptroller General Bowsher, the
Committee heard from John Harshaw, President of the American League of Finan-
cial Institutions, Anthony Robson, President of the Minority Business Enterprise
Legal Defense and Education Fund, Evelyn Reeves of the National Association of
Real Estate Brokers, and the Reverend Jesse Jackson of the National Rainbow Coa-
lition, Inc.

On June 21, 1991, the Committee heard from Chairman Seidman of the RTC on
reforming and restructuring the RTC. Mr. Seidman also testified about the need for

additional funding.
On June 26, 1991, the members of the Oversight Board testified at its statutory

semi-annual appearance. At that hearing, Secretary Brady testified in opposition to

merging the two boards (the Oversi^t Board and the Board of Directors), but stat-

ed that he and Chairman Seidman agreed that a new search should be made for

a new staff person to be designated the CEO of the RTC. This new staff person
would be delegated such powers as the RTC Board of Directors thought necessary.
On October 24, 1991, the Committee heard from witnesses on the RTC's asset

sales efforts. A number of private sector witnesses criticized the RTC for its efforts

in working with borrowers. Former Chairman Bill Seidman also testified.

On January 22, 1992, the Committee held the confirmation hearing for Mr. Albert

Casey to be Chief Executive Officer of the RTC. Mr. Casey testified about his experi-
ence as the Chief Executive Officer of the RTC under the prior structure (he had
served under the RTC Board of Directors since November 1991), and his plans for

the RTC under the new structure.

On February 26, 1992, the Committee held the first statutorily required semi-an-
nual appearance with the newly reconstituted Oversight Board.
On March 5, 1992, Comptroller (general Bowsher testified about the operations of

the RTC. While the GAO found improvements in many aspects of the RTC's oper-
ations, the GAO was still very critical about the RTC's information systems. Also
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testifying about the affordable housing program were HUD Deputy Secretary
Dellibovi, Conrad Egan from the National C5orporation for Housing Partnership, and
Bart Harvey from the Enterprise Foundation.
On March 11, 1992, Bill Roelle, the CFO from the RTC testified about the prelimi-

nary results of his investigation into the problems of the RTC's Western Regional
ofiice in Denver in implementing project "Western Storm." Proiect "Western Storm"
was an attenipt bv the RTC to reconcile a multi-biUion dollar imbalance in the
records of 93 failed thrifts. The project had a multi-million dollar cost overrun, and
was awarded to a firm that had key employees who may not have satisfied the
RTC's ethical standards. Also at that hearing, the following private parties testified

about the RTC's asset disposition activities: Peter Aldrich, Aldrich, Eastman &
Waltch, Inc.; Bennett Brown, Enterprise National Bank; and Blake Eagle of the
Frank Russell Company.
On March 26, 1992, the Committee held a mark-up hearing on RTC funding legis-

lation in which it approved $25 billion in additional funding and extended the dead-
line on the $18 billion the RTC was unable to utilize before the expiration of the

statutory deadline.

On August 5, 1992, the Committee held its semi-annual hearing on the RTC with
the members of the Oversight Board. At that hearing, Secretarv Brady stressed the

need for additional funding for the RTC to continue closing thrifts.

On August 11, 1992, the Committee held a hearing on the Consolidation of the
Professional Liability Section of the RTC Legal Division.

On October 1, 1992, the Committee held a followup hearing on the Consolidation

of the Professional Liability Section of the RTC Legal Division.

On March 17, 1993, the Committee held its semi-annual hearing on the RTC with
the members of the Oversi^t Board. At this hearing. Secretary Bentsen unveiled
the Administration's funding request along with a nine-point management reform

plan for the RTC.
On March 25, 1993, the Committee held a mark-up hearing on S.714, the "Thrift

Depositor Protection Act of 1993." By a vote of 16 yeas to 3 nays, the Committee

passed legislation which would have provided the RTC with $28 billion and also

would have provided $17 billion for the SAIF to the extent that its assets, derived

from thrift industry premiums, are otherwise insufficient to protect insured deposi-
tors.

On September 23, 1993, the Committee held a hearing on the operations of the

RTC, which focused on allegations of waste, fraud, and mismanagement raised by
current and former RTC employees.
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PREPARED STATEMENT OF SENATOR ALFONSE M. D'AMATO

Mr. Chairman, I join you in welcoming the distinguished members of the RTC
Oversight Board.
Much has happened since our last Oversight Board hearing almost one year ago.

In (he last year, the RTC received its final lunding package, was directed to imple-
ment management and

ojperational changes, and started the process of winding-
down its operations. All of these actions occurred with my support and with biparti-
san cooperation.

Lately however, the RTC is a lightning rod for controversy—^most recently, be-
cause of its involvement in, and mishandling of, the Whitewater-Madison affair.

Like most people, when I first read news reports of the MadisonAVhitewater con-

troversy, I had some basic questions. Looking only for information, I made repeated
inquiries to the RTC. What I wanted then—and what I will pursue today—is the

facts about the RTC's activities concerning the complete and timely investigation of
the Madison failure. The American people are entitled to this information—^to the
facts. Surely, this Committee and its Members—even the Republican Members—are
entitled to receive responses to requests for basic information. No matter who may
be involved.

I must say that I have lost confidence in the RTC. I am disappointed in its

footdragging. And I am very troubled about its handling of this matter and its atti-

tude toward the Committee and Congress. I want to make this much clear—this is

not about politics; its about the facts—facts that the American people have a ri^t
to know. Does the RTC think that there is a special category

of people who are
above the law? With its funding secured, does it think it can uaunt Congress? The
RTC must investigate and publicly disclose the facts.

This was the clear message sent by the Senate when it peissed by a 95-to-O vote
an amendment that Senators Metzenbaum, Murkowski, and I sjMnsored to extend
the statute of limitations for RTC action. This vote is a strong statement that the
RTC and the taxpayers have a right to know all the facts.

I asked the RTC countless times about the running of the statute of limitations;
the responses I received were delayed, evasive and cryptic

—an exercise in bureau-
cratic obfiiscation. I raised this factual issue for only one reason—to preserve the

rights of the American people to a public hearing, and to preserve RTC's opportunity
to conduct a thorough civu investigation to recover taxpayer money. We could not

get a straight answer. We received a general reply only after the Chairman inter-

vened.
Faced with the RTC's stonewall and the imminent expiration of the statute of lim-

itations. Congress extended the statute of limitations as part of the emergency ap-
propriations bill. The RTC will now have until December 31, 1995, to investigate
possible fraud at Madison and 35 other failed savings and loans that the RTC esti-

mates will cost taxpayers about $3 billion to clean up.
To repeat, this amendment was not motivated by politics, but out of my concern

that the taxpayers must have confidence in the RTC's fairness. No special handling,
no preferential treatment, nothing but the pursuit of the facts and the even applica-
tion of the law.
The RTC now has additional time to conduct a thorough inquiry regarding these

institutions, including Madison. But the RTC's continual stonewalUng raises serious
doubts about its determination.

I am not demanding that the RTC, or anyone else, reach particular conclusions
in this or any other case. I am not prejudging anyone. I am only asking for the facts

and for a serious
inouiry

to discover them, as the RTC has done in hundreds of
similar cases. It may oe that in the end, everyone involved will be cleared.

But rig^t now, I am less concerned about any outcome than I am about the integ-

rity
and fairness of the RTC process and the public's skepticism and doubts. The

RTC can not be seen as dispensing justice on a selective basis, or for political rea-

sons. But the taxpayers, who have spent almost $200 billion on the S&L bailout,
see the RTC in this light and so do I. This is unfortunate.
This RTC Oversight hearing provides an opportunity—periiaps our only oppor-

tunity—to raise questions that need to be asked. I realize that the
integrity

of the

special counsel's criminal investigation must be preserved. We simply want the RTC
to provide this Committee and the American people with facts.

As a result, this morning I will ask members of the RTC Oversight Board many
of the same questions I have raised in my letters and on the floor of the Senate.

• What is the status of RTC's investigation into the MadisonAVhitewater matter?
• Has an RTC civil task force been at work, and when will it be done?
• Have top political appointees been keeping a watchful eye on the RTC's review

of this matter? Is this proper and appropriate?
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• Are RTC investigators being subject to political pressures or impeded in their in-

vestigation of this case?
• Is Mr. Altman in an untenable position as a result of dual responsibilities within
the Administration? Will Mr. Aitman's permanent replacement at the RTC helm
be announced soon? In the interim, will Mr. Altman recuse himself from any in-
volvement in Madison?

• Has the RTC completed a conflict-of-interest einalysis? And, as reported, does the
RTC analysis conflict with the FDIC's analysis described by the Wall Street Jour-
nal slb a "Whitewash?"

I hope we can get answers and not more obfuscation. The American people de-
serve the truth.

Finally, I would like to thank the Chairman for moving so quickly to hold this

hearing. He was asked to convene RTC Oversight Board hearings, he pledged to do
so, and with today's hearing he is fulfilling his commitment. The Members of this
Conmiittee appreciate that. He is a man of his word and an effective Chairman.

ADDITIONAL COMMENT OF SENATOR ALFONSE M. D'AMATO
The Statute of Limitations

It has been alleged by some that I did not support extending the statute of limita-
tions when it

previously came up.
The record demonstrates that this is incorrect.
The statute of limitations issue came up for a floor vote twice in 1992, both times

on the HUD, VA, independent agencies authorization bUl.
On September 8, I voted in favor of passing the Wirth amendment to extend the

statute of limitations. This amendment passed on the Senate side (78-10), but was
stripped from the bill during the House-Senate conference.
On September 25, I voted against a motion to table this same amendment, when

it was onered to the conference report.
WhUe the tabling motion failed, the amendment was eventually withdrawn, and

thus did not become law.
These were the only two votes in 1992 directly on the amendment.
On March 26, 1992, there was an amendment before the Senate to strike Titles

II through rV of the RTC funding biU.
If the amendment passed, the result would have been to remove all extraneous

matters out of the RTC bill, and leave it as a simple funding bill.

Some of the provisions that the amendment would have struck were quite con-
troversial. Meanwhile, the RTC was scheduled to run out of fiinds in only 6 days.
The purpose of the amendment was to remove all controversial issues and thus

ease
apeeay passage of the funding measure. Some of these provisions were opposed

by the bank regulatory agencies.
I voted for a clean bill, because I believed that would be the best way to ease pas-

sage of the necessary funding. The amendment was tabled by a vote of 58-36.
My vote on this amendment, to strip all non-funding provisions from the bill, was

clearly not a referendum on the statute of limitations issue. To claim that it was
misrepresents the record and is unfair to me and all others who voted for that
amendment.

In 1993, the statute of limitations issue came up once again. However, before the
vote, the new Administration changed its position on this issue.

Roger Altman, Acting CEO of the RTC, wrote me stating that the RTC no longer
supported extending the statute of limitations.

Nevertheless, ana despite Mr. Aitman's letter, I still supported extending the stat-
ute of limitations, but wanted to limit it to cases of fraud and intentional mis-
conduct. Let me quote from the record. On May 13, 1993, I stated on the floor of
the Senate:

". . . Mr. Altman does not support and is not asking for this extension.
.

I would ask the author of tms legislation if we could limit it to the egregious
instances—to fraud. Let us limit the net. Let us only go after real wrongcwers.
So I pose that as a Question to my distinguished colleague from Ohio. I would

be glad to support legislation that more caremlly defined Mmo the wrongdoers are,
instead of using a standard that is too broad.

Negligence can encompass just about anything and anybody. ... I think we
can do the business of the people, go after the wrongdoers, go after the peoplewho covered up situations, and not unintentionally encumber thousands oi good,
decent people.
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The House-Senate essentially adopted my position. As reported by the conference,
the statute of limitations wtis only extended for cases of fraud, intentional mis-

conduct, and gross negligence.

PREPARED STATEMENT OF SENATOR PETE V. DOMENICI

I am very pleased that we are having this RTC oversight hearing. Even though
we passed the RTC Completion Act last year, we don't seem to be able to keep the
RTC off the frontpa^s of America's newspapers.
The Office of Tnnll Supervision released its third quarter 1993 call report data

for the Nation's 1,788 savings associations. It includes 69 failed institutions, which,
as of 9/30/93 had been seized by the Government and placed under the RTC's con-
trol. According to VERIBANK, it is estimated that the S&L bailout direct costs to

taxpayers, excluding interest and other financing costs has been $187.1 billion.

\^RIBANK also calculated $344.6 billion in indirect costs, for a total of $531.7
billion in direct and estimated indirect costs. That is a lot of money. The regulators

responsible for that huge sum of taxpayer funds should strive for an unblemished

reputation for cost effectiveness, fairness, and diligence. They should not only al-

ways act responsibly but should also cultivate the perception that they Eire doing the

people's business in a professional, impartial, efficient, and responsive way.
Unfortunately, that has not always been the opinion people have when they deal

with the RTC and to a lesser extent with the FDIC.
The constitutionally mandated responsibility of Congress to engage in oversight

of the executive branch is an important function of Congress.
It is an important feature of our system of checks ana balances. If Congress spent

more time doing oversight, I think we would have better Government. This year's
Federal budget is nearly $1.5 trillion. This is a lot of money. Frankly, it is difficult

to spend $1.5 trillion wisely. For this reason I believe Congress should spend more
time on its oversight responsibilities.

I am aware that there is a legitimate need to protect people's ri^t of privacy in

RTC matters. I am aware that documents should be treated carefully so as not to

jeopardize legal proceedings.
However, tne Madison case has direct relevance to this Committee's legislative re-

sponsibilities. Our jurisdiction includes protection of federally insured deposits, reg-

ulatory restructuring, early intervention, agency contracting procedures and institu-

tional recordkeeping, independence of regulators, and the adequacy of prohibitions

against insider loans, iust to name a few.

This Committee and the American people have the right to know how comprehen-
sive and evenhanded the RTC investigations on Madison Guaranty have been to

date.

I have constituents, as I am sure each Member of this Committee does, who want
to make sure that the RTC treats everyone the same.

Just last night, because of an RTC action, I had a constituent call in tears. Her
question to me was, "Why is the RTC foreclosing on my business when I have a

ready and wiUing seller. I can pay off my loan if they will only give me a little more
time. If I were a big shot in Washington, the RTC wouldn't treat me this way."

This isn't the first time I have heard, "If I were a big shot in Washington, the

RTC wouldn't treat me this wav" sentiment expressed. For that reason, my main
focus today is equal justice for alL
The RTC, the OTS, the FDIC, and the Justice Department all have a responsibil-

ity to make sure that justice for one person, is the same justice for others similarly
situated.

AU of you on the Committee have heard me talk about my constituent who has
made his experiences with the RTC a cause celebre. He is a New Mexican who
thought he was doing his civic duty by serving on the board of the local S&L. He
didn I commit fraud. He didn't approve loans to friends, family members, or busi-

ness associates. He didn't buy land at twice its fair market value, chum it, and then
leave taxpayers with the bill. But the RTC made him pay dearly.
The facts of these cases are always complicated. My constituent's facts are these:

There were five questionable transactions that were authorized before he joined the
board of directors. The other was approved at a meeting he missed. The loans were

subsequently modified and these modifications were the basis of the RTC's lawsuit

against my board member constituent.

There were allegations of loans to insiders—but not to my constituent. There was
a loan to a Questionable

project.
Cash was paid to the limited partners, who in-

cluded several insiders ana several of the thriits lawyers.
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This sounds familiar. Maybe I have been reading about a similar situation in the

Washington Post, the New York Times, and the Chicago Tribune recently.

My constituent was sued by the RTC because during the board meeting he

missed, a loan was approved for a real estate transaction. The loan was criticized

by the regulators as an investment and not a loan. The RTC alleged that approving
this loan was per se gross negligence and a breach of fiduciary duty.
Another transaction was a compensation contract which the RTC labeled as an

unlawful employment contract in its pleadings against my constituent. I think the

person receiving the compensation was a lawyer with a conflict of interest—^but I

can't tell from the documentation that I was provided. Approving this contract and

allowing this person to draw fees according to the RTC supported its claim of neg-

ligence per se, gross negligence and breach of fiduciary duty against my constituent.

Another transaction was a loan that was repeatedly modified, allowing substantial

loan increases, property purchases, sales, new financing, and other modifications.

My constituent was sued because he approved doubling an existing construction

loan of $850,000 and increasing it by another $700,000. From the little information

in the press reports this sounds a little like buying land for $840 an acre that the
week before sold for $440 an acre at Whitewater. Interestingly, in both instances

the property was waterfront property. The RTC's position in my constituent's case

was that the transaction was negligence per se, gross negligence and breach of fidu-

ciary duty.
The last transaction involving my constituent y/aa a condominium development

loan. The original loan was issued before my constituent was on the board. But the

thrift issued new loans, approved loan increases, accepted deeds in lieu of fore-

closure, and permitted property sales. The thrift invested millions in a project, in

an already saturated market. There were 111 units out of 1,134 units unsold at the

time of foreclosure. This project wasn't in Whitewater—but the facts are similar.

The RTC's position was that these transactions supported the RTC's claims of neg-

ligence, negligence p>er se, gross negligence and breach of fiduciary duty.
I am talking about Valley Federal in Roswell, New Mexico, but I could be talking

about Madison Guaranty and the Whitewater Development in Little Rock, Arkan-
sas.

The RTC filed more than 800 motions against my constituent. They went after

all of his assets. They named his wife in the law suit just in case he proved too

stubborn to settle and they needed a judgment against the marital conununity prop-

erty. This was added pressure to settle.

My constituent finally settled. The RTC got just about everything my constituent

had. His settlement was much higher than another director who had the same ten-

ure and who approved the same transactions. My constituent is a doctor so the RTC
lawyers made him pay more.

"The RTC ran this man's life and investigated him to the maximum extent under
the law, and ruined hun financially. He didn't gain from the insider loans. The RTC
was extremely vigorous.
When I asked for the facts of my constituent's case as part of my job as a U.S.

Senator the agencies involved provided them.
Senator D'Amato and I are merely asking for the facts in the Madison Guaranty/

Whitewater situation.

We are merely asking for the same justice system that vigorously prosecuted my
constituent to vigorously investigate those involved in MadisonAVhitewater and all

of the various other institutions involved in this much more complicated web of

transactions.

These are serious questions that need answers:

• Whether Administration ofiicials, when they were private sector lawyers made
material omissions, or false or misleading statements to the regulators which may
carry criminal penalties;

• What policies exist to insure that law firms hired by the RTC do not have conflicts

of interest; that they maintain accurate records; that they make those records

available when called upon to do so; and are prosecuted when there are violations

of these policies;
• Whether lawyers at the Rose Law Firm mislead the FDIC when seeking a con-

tract to sue Madison's accountants;
• Whether the owner of a failed thrift used Government insured deposits to help
fund political campaigns; and

• Whether SBA loans were put to the same use.
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PREPARED STATEMENT OF LLOYD BENTSEN
Chairman, RTC Thrift Depositor Protection Oversight Board

Mr. Chairman, Members of the Committee, good morning. Before I begin my for-

mal report, I want to thank you, Mr. Chairman, and the other Members who worked
with you, for your successful efforts last session to obtain the funding for the RTC
to finish its job.
The good news is we are not here to ask for more money. The RTC funding should

be sufficient. And, as you will hear in our testimony, the S&L industry is sound and
the U.S. economy continues to improve. I am pleased to repwrt that, due in large

part to the strong economy and improved supervision, few savings and loan institu-

tions are failing and 99 percent of private-sector thrifts are welfor adequately cap-
italized. As a result, this is the first time the Oversight Board has been before you
that it will not be asking for additional funding. I am certain you agree that this

is good news for everyone concerned, especially for the American taxpayer.
1 appear before you today as Chairman of the Thrift Depositor Protection Over-

sight Board. The Oversight Board, as you know, reviews overall strategies, policies,
and goals established by the Resolution Trust Corporation. It also approves the
RTC's financial plans, budgets, and periodic financing requests.
With me today are Board members Alan Greenspan, Cnairman of the Federal Re-

serve Board; Roger Altman, Interim CEO of the Resolution Trust Corporation; Jona-
than Fiechter, Acting Director of the Oflice of Thrift Supervision, and Andrew Hove,
Acting Chairman of^the Federal Deposit Insurance Corporation. Accompanying us
is Dietra Ford, Executive Director of the Oversight Board.

In my testimony, I will report on the RTC's progress since its inception. I also

will discuss the current improvements in the national economy. Finally, I will re-

view the tasks remaining for the RTC, and the Oversi^t Board's activities and
management reforms.
There are a number of specific issues with which the Oversight Board has been

concerned, and I have asked Mr. Altman to discuss those matters in his testimony.
They include reforms instituted bv this Administration; the Affordable Housing Dis-

position and the Small Investor Programs; the implementation of the RTC Comple-
tion Act; and plans to transfer RTC responsibilities to the FDIC by the end of 1995.

RTC Progress
I will begin with a brief summary of the RTC's progress to date.

When the RTC was created in 1989, it immediately became responsible for 262
failed institutions with $114 billion in assets. Since that time, the RTC has taken

responsibility for a total of 743 failed institutions with $457 billion in assets—and
it has closed or sold 680 of them.

In the process, it has protected nearly 23 million deposit accounts, with average
balances of $9,000. In other words, the RTC fulfilled the Government's guarantee
of deposit insurance to millions of Americans nationwide. And, I might add, it did
this in a manner that was so nondisruptive that many of those whose accounts were

protected never even knew that the RTC had taken control of their institution and
made good on the deposit guarantees.

Also, in the process, the RTC undertook what has been called the greatest liquida-
tion in our history

—so far
disposing

of more than $393 billion in assets for approxi-
mately 90 percent of their book value.

Working to meet legislative mandates for its residential sales, the RTC has sold

ne£u-ly 80,000 units as affordable housing. Thus tens of thousands of lower-income
families across the country have benefited directly as this national problem is re-

solved.

Throu^ its referrals to the Justice Department, the RTC also has helped pursue
the criminals who helped create the savmgs and loan crisis. More than 1,500 per-
sons were charged witn major crimes involving S&L's as of June of last year; nearly
1,250 were convicted. Of those sentenced, more than 75 percent went to

prison.
In

addition, the RTC has pursued civil recoveries from wrongdoers, with all involved

agencies collecting nearly $2 billion to date.

Mr. Chairman, when this Administration took office, the estimated total cost of

resolving the problems caused by failed S&L's was estimated at between $100 bil-

lion and $160 billion.

When I appeared before this Committee last March, we estimated that as much
as $45 billion in additional funding could be needed beyond the nearly $87 billion

already appropriated to resolve this problem. Of that $45 billion, up to $28 billion

would be for use by the RTC and $17 billion for the Savings Association Insurance
Fund (SAIF), which eventually will assume the RTC's deposit protection obligations.
The Congressional Budget Office estimated that $50 billion could be necessary. The
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General Accounting Office stated that, with economic uncertainties, the RTC reason-

ably could be expected to require that level of funding. Both the House and Senate

Budget Committee reports included $50 billion for the cleanup.
As RTC funding legislation moved through the Congress m 1993, constantly im-

proving economic conditions resulted in record earnings for the S&L and banking
industries. By mid-November, lengthy deliberations in both Houses of Confess cul-

minated in a funding bill that provided $18.3 billion in loss funds for the RTC. That

brought total approved loss fiands provided to protect depositors in failed S&L's to

$105 billion, a figure barely over the low end of our estimated range of expected
losses reported to you a year ago.

In addition, the RTC has estimated in its 1994 Operating Plan that $9 billion in

additional loss fbnds will be used in 1994. The Oversight Board has approved the

expenditure of that amount. Since the RTC had $5 billion in reserves at year-end
1993, the Oversight Board released to the RTC $4 billion of the amount provided

by the RTC Completion Act. If more is needed, the Oversight Board will authorize

further release.

This is prudent financial management, made possible by a strengthened economy,

management improvements at the RTC, and effective oversight.
Mr. Chairman, the figures I cited earlier demonstrate that the RTC took on, and

is rapidly completing, a monumental task. The results easily could have been vastly
different. Depositors could have lost their savings; losses to the Government could

have been far greater; £ind resolution of the problem could have taken much longer.
But to the credit of a great number of people, including many of you sitting here

today, the problem is near resolution.

It is important to keep this overall success of the program in mind even as we
consider needed improvements to the process.

Economic Progress
I*Ir. Chairman, when President Clinton took office, one of his top priorities was

to improve the economy. One positive benefit of the strong growth in our Nation's

economy and having inflation under control is that the estimated cost of resolving
the crisis that resulted in hundreds of savings and loan failures should be signifi-

cantly lower than initially estimated.

The Administration is very pleased that the Gross Domestic Product grew in real

terms at a 2.9 percent rate in the third quarter of 1993 and at a 5.9 percent rate

in the fourth quarter.
That stronger economic performance can be traced directly to deficit reduction,

which causea interest rates to tumble. Despite recent sli^t mcreases in rates, the

interest rate on 30-year mortgages is still relatively low and below last year's level.

However, lower interest rates aren't enough if financial institutions dont lend.

That is why this Administration also took on the lack of credit availability, tackling

unnecessary regulations and reporting requirements that discouraged lenders from

making loans to small businesses and other worthy borrowers.

All of these factors together contributed to increased housing starts and home
sales. And the economic growth has spread to building supplies and home furnish-

ings. There also has been an increase in the production of automobiles and other

durable goods. This is also good news for the RTC, as economic growth cannot help
but improve the RTC's abiuty to market even its more difficult to sell assets, as

businesses gain more confidence in their futures and become more willing to invest

in growth.
Lower interest rates and increased credit activity also, of course, have brou^t

about increased earnings and profits for all
types

of financial institutions. Con-

sequently, many savings and loans that may have been at risk now are making

{>rofit8

and experiencing capital growth. As a result, we expect fewer savings and
oan and bank failures, less need for Government intervention and a reduced cost

to taxpayers over the next year.
We are confident the good news will continue throughout this year and throudi-

out the economy for a number of reasons, but mostly because we have shown the

American people that Government can take tough actions to cut costs.

Despite these advances, though, it still is not possible to predict with precision
events that may impact the S&L industry through 1995, when the RTC goes out

of business. The earuiquake in Los Angeles is an example of unforeseen occurrences

that can have long-term economic consequences on institutions, as well as individ-

uals.

The Task Ahead
While we clearly

are nearing completion of the RTC's role in resolving the savings
and loan crisis, what remains is substantial.

80-519 0-94-4
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To that end, a new management team is being put in plsu;e at the RTC. Jack

Ryan, who has been the Regional Director of the Southeast Region for the OTS since

1989, has been appointed as Deputy CEO. Ellen Kulka, who previously served as
Northeast Regional Counsel of the OTS, has been appointed RTC General Counsel.
In addition, Tom Horton has been promoted to Acting Senior Vice President for

Asset Management and Sales. The Administration expects to announce a nominee
for Chief Executive Officer of the RTC shortly.
As you know, Deputy Secretary Altman has been serving as interim CEO of the

RTC, while a permanent leader was being sought. Roger's term will end on March
30. If a nominee is not confirmed by that time. Jack Ryan, as Deputy CEO, will

serve in his stead. I would like to taike this opportunity to thank Roger for taking
on this tremendous task in addition to his other many duties and for the excellent

leadership he has given the RTC for almost a year now. The reforms he helped put
in place at the RTC will provide it with a firm foundation for moving forward

through the remainder—and to the end—of its resolution of the S&L crisis.

Through 1995, the RTC must continue to protect depositors. It must dispose of
some very difficult to sell assets. It must ensure that its operations are being run

effectively, efficiently, and at the least cost to taiMayers. It must work toward an
orderly transition of its responsibilities to the FDIC. And it must never lose sight
of its mandates to provide affordable housing and maximize minority participation,

including implementation of provisions of the RTC Completion Act.

Having received Congressional funding, the RTC has begun to resolve the 63 in-

solvent institutions now operating in conservatorship. These institutions have about
2.3 million deposit accounts. The OTS has stated that an additional five institutions

with about 60,000 deposit accounts possibly may be transferred to the RTC this

year. The RTC will make good on the Government's guarantee to these insured de-

positors
—and any others who may yet fall under the KTC's jurisdiction.

Another key task is the sale of remaining assets. The RTC has achieved an im-

pressive record in asset sales to date. But the remaining inventory of nearly $64
billion consists substantially of hard-to-sell land, other real property, and non-per-
forming mortgages. While the improved economy certainly is helping with sales, the

potential loss to the taxpayer may be further reduced if these assets are managed,
marketed, and sold as efficiently as possible. To this end, the RTC is woricing con-

tinuously to revise and improve its marketing and sales strategies and to seek cre-

ative, yet sound, techniques to maximize returns.
Another major task for the RTC is cooperating with the FDIC to plan and carry

out the transition of the RTC to the FDIC. Under the Completion Act, the RTC will

close down December 31, 1995, one year earlier than under FERREA. This acceler-

ated deadline, of course, has given added impetus to transition planning. Workload
and other analyses already are underway to gather the necessary information to

make sound management decisions to guide this transition period.

Also, as the RTC moves toward completion of its task, it must continue to carry
out its responsibilities to ensure maximum availability of affordable housing and of

opportunities for minority- and women-owned businesses.
In addition. Interim CEO Altman and I have urged the RTC to work aggressively

to achieve the goals for the affordable housing and minority- and women-owned
business programs as mandated by the Completion Act. ft is imperative that

minority- and women-owned businesses have ample opportunity to win contracts, to

fiurchase
assets, and to acquire failed thrift institutions. Regarding acquisitions of

ailed thrifts and their branches, the RTC is taking special care to meet require-
ments of the Completion Act to provide preference to minority institutions, while ap-
plying the least-cost test.

The Oversight Board believes that the RTC has made great strides to put in place
the management reforms we proposed and Congress mandated in the RTC Comple-
tion Act. In addition, it is moving to put in place other reforms contained in the

legislation that should help reduce the final cost to taxpayers.
I believe we have seen the benefits of improvements made and that we soon will

be seeing more.

Oversight Board AcnviTiES

The Oversight Board has sttengthened its staff reviews of the RTC's programs,
policies, and management practices and will continue to work closely with the RTC
and the Congress to ensure that improvements continue. Let me give you a few ex-

amples.
A key undertaking of the Board's staff has been its monitoring of the RTC's efforts

to improve its contracting systems and oversight. As part of ongoing activity, a re-

view is being conducted to ensure that RTC policies and procedures are applied uni-
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formly to all contractors and that contract oversight procedures provide effective and
efficient review of contractor

performance.
Board staff also has focused on the RTC's Financial Operating Plan, reviewing the

status of that detailed plan, all borrowing activity of the RTC from the Federal Fi-

nancing Bank, and the RTC's Operating Budget. Our staff also directs attention to

the RTC's internal controls process and reviews the performance indicators designed
to measure progress in achieving the organizational goals of the RTC.

In addition to the Oversight Board's scrutiny of tne RTC, our Regional and Na-
tional Advisory Boards are taking hard looks at the policies and procedures govern-
ing RTC asset sales. Late last year, Ira Hall, IBM USA Director for International

Operations, was named to lead the Advisory Boards as the National Advisory Board
Chairperson. Mr. Hall, who is the former treasurer of IBM USA, is a tremendous
addition to our boards, bringing considerable financial and private-sector expertise
to the process. The advisory boards meet regularly at sites nationwide to discuss
the RTC's progress and hear testimony from witnesses. These boards have been in-

strumental in advancing affordable housing opportunities and in assessing the suc-

cess of RTC sales techniques and their impact on local markets.
The RTC has responded to the advisory boards' advice. A recent example involves

the selection of the appropriate RTC offices to manage its properties. Witnesses be-
fore the Regional Advisoiy Boards have recommended that properties be adminis-
tered by the RTC regional office closest to the asset—not by the ofTice closest to the
thrift that once held it. In response to the National Advisory Board's subsequent
recommendation to that effect, the RTC has authorized its Regional Vice Presidents
to make such transfers of responsibility when appropriate.
Our advisory board structure will change this year, as the RTC Completion Act

created a new Affordable Housing Advisory Board, which will replace the former
National Housing Advisory Board. The new board will be made up of nine members,
including the Secretary oi the Department of Housing and Urban Development, the

Chairpersons of the FDIC and Thrift Depositor Protection Oversi^t Board, four pri-
vate sector members, and two members from the former housing advisory board.
This new board will advise the FDIC, as well as the RTC, on their affordable hous-

ing programs. It also will help merge the two agencies' programs and continue after
the RTC closes. The first meeting of the Affordable Housing Advisory Board wUl
take place during the next few weeks.

RTC Management Reforms
Let me turn now to the RTC's actions to cany out the 10-point management re-

form program that I announced at our last hearing, as well as the 11 additional re-
forms provided in the Completion Act.
To demonstrate this Administration's dedication to improving RTC efficiency

—and
reducing the ultimate cost to taxpayers—I asked Interim CEO, Roger Altman, to
achieve a number of management reforms. I am pleased to report that great
progress has been made in putting these reforms into place.
The Oversight Board, with the passage of needed legislation, has begun to make

appointments to the Audit Committee that we proposed as part of our management
reform package and which is mandated by tiie RTC Completion Act. We have asked
Frank Raines, who is vice chairman of Fannie Mae, to diair the Audit Committee.
Two persons have been asked to serve as members of the Committee: Jonathan
Fiechter, Acting Director of the OTS, and Robert C. Larson, who is Vice Chairman
of the Taubman Company, Inc., a former independent member of the Oversi^t
Board and a nominee to serve on this Board once again. We expect the Audit Com-
mittee to be in operation soon, and we look forward to its reports on its findings
at future Oversight Board meetings. The RTC's management, of course, must make
every effort possible to ensure that concerns raised by this Committee are addressed
and handled properly.
For the record, I would like to remind you that the goals of our 10-point manage-

ment reform program were to:

First, thoroughly evaluate and strengthen the RTC's internal accounting and ad-
ministrative control systems.

Second, put in place a system to ensure prompt, systematic, and effective followup
on the findings and recommendations contained in the reports issued by the GAO
and the RTC's own Inspector General.

Third, develop a comprehensive business plan. I want to take a moment here to
commend the RTC for completing a business plan that will serve as a living docu-
ment to ^ide its activities as it moves toward completion of its job and through
the transition of its responsibilities to the FDIC. It also is clear from the business

plan that the RTC has put a great deal of effort into reviewing its sales methods.
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Fourth, provide more opport^unities for minoritv- and women-owned businesses in

the management and disposition of RTC assets. I personally believe these programs
are an important part of the RTC's duties and that this is an area on which it must
continue to focus attention to ensure legislative mandates are attained.

Fifth, review and recommend improvements in the adequacy and organization of

the stair of the RTC Professional Liability Section.

Sixth, review and recommend improvements in RTC management information

systems.
Seventh, review and strengthen the RTC's contracting system and the oversi^t

of its private-sector contractors.

Eighth, appoint an RTC Chief Financial OfRcer, who is independent of other pro-

gram responsibilities.
Ninth, appoint an Audit Committee.
And tenth, create a transition task force to plan and implement the transition of

RTC's responsibilities to the FDIC.
The reform program we had proposed was very ambitious. The Oversight Board

receives periodic updates on the status of implementation of these reforms, and our
staff has been monitoring and analyzing the progress made. I am pleased with the
results thus far. I believe the RTC has taken signiiicant steps in the past year to

pJace itself on a sound management footing and maximize savings to the taxpayer.
The RTC Completion Act mandated and expanded on these reforms, and the RTC
is moving to meet the standards that Congress has set. However, there is still much
to accomplish, and the Board, along with the RTC, wUl continuously review and im-

prove as needed.

Conclusion
Mr. Chairman, I believe the RTC has made signiiicant progress in the past year

in achieving its mandates and in addressing the concerns raised by the Congress,
the GAO, the Oversight Board, and others.

As I said, however, much remains to be done before the S&L crisis and the RTC's

responsibilities are completed. I expect that in this next year the RTC will continue
to review its programs and policies and utilize the reforms it now has in

place
to

improve its systems, procedures, processes, and results. I also expect that tne RTC
and the FDIC will continue with an effective and orderly transition. And, of course,
the Oversight Board and advisory boards will continue to monitor the RTC's

progress and bring to its attention areas that may need improvements or modifica-

tions.

Looking on to 1995, I believe the RTC is well on its way to closing the doors on
one of this Nation's greatest financial crises and to handing over the keys of a cor-

poration that has done its job.
Mr. Chairman, this concludes my prepared remarks. Responses to the questions

required by FIRREA to be addressed at these appearances are contained in Attach-
ment I to the statement.
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PREPARED STATEMENT OF ROGER C. ALTMAN
Interim CmEF Executive Officer of the Resolution Trust Corporation

Good morning, Mr. Chairman and Members of the Committee. This is the final

time I will appear before Congress in my RTC capacity. Under the terms of the Va-

cancy Act, my appointment expires on March 30, 1994.

It is the intention of the Administration to nominate a permanent CEO for this

agency as soon as possible. As the Chairman knows, we are quite far down the road

in that selection process, and it won't take much longer. Once a nomination is for-

warded to you, we hope that this Committee will act expeditiously. The RTC needs

a fall time chief executive, as I've said many times.

Last year, we chose a fine candidate, Stanley Tate, and we regret that he with-

drew his nomination, 4V4 months after it was announced, and after Congress re-

cessed for the remainder of 1993. He withdrew on his own, not at our urging, and
he would have done a goodjob.

Let me also thank me Chairman and Members of the Committee for your efibrts

to secure funding for the RTC. With your help, the RTC Completion Act was enacted

last December. iTiat will make it possible for the RTC to complete its mission, close

its doors, and bring the S&L cleanup to a close.

Here at the outset, I'd also like to note the RTC's activities in response to the

earthquake in California. Foreclosures in the affected area have been delayed, and
staff and loan services have been directed to help homeowners avoid delinquencies
on mortgages held by the RTC. We also have searched our inventory for properties
that can he made available to FEMA for shelter. So far, we have notified FEMA
of 54 multi-family units and 47 single-family residences that can be made available.

Additional suitable properties will he directed to FEMA as they are identified. There
also is a temporary moratorium on new sales of properties in the earthquake area

until full assessments of damages are made and the potential for such properties
as shelter is evaluated.

Let me turn now to a status report on the RTC. As you know, we are now in the

last lap of this thrift cleanup, which everyone hopes wiU never happen again.
The S&L collapse required the biggest financial rescue in recent history. Including

monies spent by the FSLIC in 1988, the thrift cleanup is expected to cost the Amer-
ican taxpayer approximately $150 billion. Putting this into perspective, at present

budget levels, this is equivalent to 9 years of AFDC payments or 45 years of Head
Start. At a time when we all struggle to finance Federal support of vital activities—
from national security to education—these are sobering comparisons. We must
strive to ensure that such a fiasco is never repeated.
Mr. Chairman, when we inherited responsibility for this agency, it was not in a

sound condition. During the 1991 and 1992 period, it had been run with only one

goal: resolve institutions and sell the related assets as fast as possible and close its

doors as soon as possible. There was little interest or attention either to the internal

soundness of the organization or to opportunities for women and minorities which
could be created by its operations.

In addition, the RTC became one of the largest contracting organizations of all

time, yet its contracting procedures were
poor.

It was chareed with auditing major
contractors, but had inadequate audit

followup systems. It was selling assets in

huge blocks, denying local investors a shot at local properties they knew best. De-

spite being larger than almost any American bank or securities firm, it had no full

time chief financid officer, nor a permanent General Counsel, nor a business plan
of any kind. Typifying this rush, a whole series of RTC offices were closed in 1992,
in effect, at the height of the agency's activities. This contributed to severe staff

turnover and weakened efforts in certain crucial areas, like the pursuit of those

with liability in thrift failures. And, these weaknesses had turned the RTC into an

object
of much controversy.

We determined, Mr. Chairman, to concentrate on repairing the organization, not

just shoveling assets out the front door. This didn't require us to postpone the RTC's

closing date. Indeed, the sigency will be out of business one year earlier than fore-

seen in the original RTC statute. But, when Secretary Bentsen first testified on the

RTC before this Committee, almost exactly one year ago, he outlined management
reforms to which we committed ourselves. Most of these reforms were subsequently
incorporated in the 21 management reforms required by the RTC Completion Act.

As indicated below, the reforms originally called for by Secretary Bentsen have

largely been completed. RTC's progress to date on all 21 reforms prescribed by the

recently enacted RTC Completion Act is summarized in Exhibit 1. Let me point out
a few areas whidi we particularly emphasized.
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Management Reforms

1. Strengthened Contracting Procedures

The agency's contract award procedures had often been violated in the past and
our first action here was to mandate compliance. Every RTC contractor and em-
ployee was advised that contracts could only be secured through proper channels,
which include only Warranted Contracting Officers and Managing Agents for

conservatorship institutions.

Some of these compliance problems reflected weak organizing principles. Con-
tracts were often let by the same employees responsible for overseeing them. Obvi-

ously, in the event of a compliance problem, the employee had little incentive to
draw attention to it. To correct this, the OfUce of Contracts has been re-organized
into two separate units, one for contract solicitation and award? and another for
contract administration.

Background investigation procedures
for prospective contractors have also been

beefed up, training sessions nave been conducted for contracting staff on improved
contract oversight, a monthly reporting system has been developed to monitor
progress in promoting competition oy RTC offices, and the scope of contracting over-

sight has been substantially expanded, along with more stringent contract controls.
Contractor Oversight staffing has more than doubled, from 118 to 265, and reviews
of nearly 500 outstanding contracts were initiated in 1993.

Contracting Performance Compliance Reviews are performed on a regular basis,
and contracting procedures are again being reviewed as part of the 21 management
reforms found in the RTC Completion Act.

2. Audit Followup
A new reporting system has been implemented to ensure that management re-

sponds to the concerns expressed by auditors. The system now tracks and updates
the status of all Inspector General, GAO, and internal RTC findings and rec-

ommendations, including corrective actions.

Procedures and time requirements for resolving audit findings are also in place.
Management responsibility is assigned and certifications are required attesting to

the completion of planned management actions. I am pleased to say that the RTC
is current in following up on almost all GAO and OIG findings and is placing in-

creased emphasis on responding to internal RTC reviews.

3. Comprehensive Business Plan

The RTC has completed a comprehensive Business Plan and copies have been
sent to this Committee. It is a hi^ly detailed and, in my view, an impressive piece
of work. The Business Plan is intended to be a living document, and it will be up-
dated as circumstances warrant.

4. A True Chief Financial Officer

A Chief Financial Officer has been on board since June 1993. Ms. Donna
Cunninghame has taken that helm very ably, as reflected in the improvement in

internal controls at RTC.

5. Expand Opportunities for Minorities and Women
Mr. Chairman, one of our highest priorities has been to increase participation for

minorities and women in RTCT activities, particularly contracting of all kinds and
asset sales. I am very pleased by the record we have buUt in this area.
Our first step was to elevate, in 1993, the Minority and Women's Program (MWP)

to the Divisional level, and require that its head report to the CEO and serve on
the Executive Committee.
Then, we insisted that the MWP program be involved fully in the contracting

process. It now participates in virtually every phase of contract operations, including
pre-solicitation, solicitation, evaluation, selection, contract administration, and post-
award activity.
We have taken action to expand the number of minority- and women-owned busi-

nesses (MWOB's) receiving RTC contract solicitations. Source Selection Plans devel-

oped by the contracting offices are reviewed to ensure equitable inclusion of
MWOBs. An MWOB database has been developed which centralizes the listing of
certified firms. It has significantly improved the process of developing source lists

and there are now more tnan 1,100 certified MWOB's in the database.

During the proposal evaluation phase of the contracting process, MWP reviews

joint venture proposals and subcontracting plans submitted by prime contractors to

determine if tney meet eligibility requirements.
To further improve contracting opportunities,

the Division actively participates in

Technical Evaluation Panels (TeIPs) for contracts over $50,000. And, it maintains

I
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effective communication with the Contracting Officers and Contract Oversi^t Man-
agers to assure MWOB participation in smaller cases where fees are estimated to

be below $50,000. The MWP Division also has increased efforts to encourage
SAMDA contractors to utilize MWOB's as subcontractors.

Let's look at the record. First, on a cumulative basis since inception, the RTC has
awarded 126,939 non-legal contracts nationwide, with 41,267 or 33 percent being
awarded to MWOB's (E^diibit 2). Of the $3.7 billion awarded in non-legal fees, $786
miUion (21 percent) has been awarded to MWOB's. Non-minority women received

fees of $399 million, or 11 percent of total fees. Ethnic minorities received $387 mil-

lion, or 10 percent of fees.

Now, let s look at last year. In 1993, RTC paid non-legal fees of $500 million, with
MWOB's receiving $155 million (31 percent). Non-minority women were awarded
fees of $54 million (11 percent). Ethnic minorities received $101 million in fees (20

percent).
Our commitment to maximizing opportunities for minorities and women is re-

flected in these rising totals. The proportion of non-legal contracts awarded to

MWOB's rose from 35 percent in 1992 to 43 percent in 1993. Over the same period,
the proportion of fees going to MWOB's rose from 22 to 31 percent.
The RTC also has continued efforts to encourage the use of minority- and women-

owned law firms (MWOLPs) as outside counsel. And, there have been significantly
increased levels of MWOLF participation.

As of December 31, 1993, 1,083 MWOLFs
were on the RTC Legal Information System (RLIS), including 450 women-owned
firms. MWOLPs represented 35 percent of all law firms on this system. Last year,
MWOLFs received $53.8 million or 13 percent of all legal fees from the RTC, a big
increase over the $37.6 million paid in 1992. Minority-owned law firms received

$35.7 million in 1993, way above the $23.1 million of 19^2. Women-owned law firms
received $18.1 million in fees in 1993, up from the $14.5 million received in 1992.

And, in 1993, 24 percent of all legal fees were billed by minority and women attor-

neys in non-MWOLF's.
Beyond contracting, MWP also worked to improve asset acquisition opportunities

for minorities, women, and small investors. During 1993, it participated in the
Small Investor Program (SIP), and the Judgments, Deficiencies, and Charge-Offs
(JDC's) initiative, which had MWOB equity or MWOB subcontracting participation
in about 80 percent of its bidders. MWP also participated in activities to support
the Affordable Housing Disposition Program.
On the resolution side, KTC will implement the provision of the RTC Completion

Act relating to acquisition of institutions or branches in predominantly minority
neighborhoods. Our interim rule defines the term "predominantly minority neigh-
bomood" as any postal zip code area in which 50 percent or more of the residents
are minorities, unless the RTC has determined that other reasonably reliable and
readily accessible data indicate more accurate neighborhood boundaries.
There will be a directive to implement this provision. It probably will define an

institution in a predominantly minority neighborhood as one whose home office is

located in such a neighborhood if deposits are taken and operations are directed
from that office, or one that has 50 percent or more of its offices in predominantly
minority neighborhoods. The directive will also spell out bidding procedures for in-

stitutions or branches in such neighborhoods. These are likely to include a provision
that, in bidding for institutions or branches in such a neighborhood, if a minority
bidder has bid within 10 percent of the high bid (which has been made by a majority
bidder), both the high majority bidder and the high minority bidder shall have an
opportunity to submit one more best and final bid (which can be no lower than the

high bid). This is within the
spirit

of the requirement in the Act that minority bid-
ders receive a meaningful preference while still maximizing return to the taxpayer.
Finally, minority bidders for institutions or branches in predominantly minority
neighborhoods will be offered interim capital assistance, will have an option to pur-
chase RTC assets at market values, and may be able to occupy branch offices owned
by the failed institutions and located within a predominantly minority nei^borhood
on a rent-free basis for 5 years. t-

6. Improve RTC's Professional LiabUity Section (PLS)
PLS has been a particularly troubled area of RTC operations. There have been

complaints that the RTC was unfairly pursuing former S&L directors who had no
real role in the organization. There also have been criticisms at the other end of
the spectrum, i.e. that the RTC was not sufficiently zealous in its pursuit of the
"real crooks." As GAO recognized in its mid-1993 report on this program, the pri-

mary problems have involved inadequate staffing levels and an overall lack of expe-
rienced attorneys. The temporary nature of this agency has made recruiting efforts

more difficult. But, we have worked hard to increase the size and training of PLS
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stsdT. Currently, there are 83 attorneys on staff, the largest total in the history of
the program. Additional PLS managerial positions were recently authorized to im-

prove oversight in this area.

Senior RTC and FDIC officials cdso are planning an accelerated merger of the
RTC PLS unit with its counterpart in the FDIC. This recognizes that the FDIC is

a source of experienced attorneys in this highly specialized area. Such a merger
would help restore a needed sense of stability to the program.

Let me oriefly review the record of recoveries in this area. As of the end of 1993,
RTC PLS had obtained over $744 million in settlements and judgments, with total

collections amounting to just over $680 million. Legal fees and expenses through De-
cember 1993 totaled $259 million. Since a substantial portion of these expenses
have been incurred in connection with matters that have not yet been resolved, the
ratio of recoveries to expenses will continue to improve in the future. In 1993, for

example, recoveries exceeded $348 million, over 50 percent of the total for the entire

history of the program.
PLS has also been a leader in utilizing the services of MWOLPs. During a six

month period in 1993, for example, the headquarters Legal Services Committee
studied MWOLF hiring performance by the various Legal Division departments in
the Washington oftice. The headquarters PLS unit, which oversees the largest and
most complex matters in the program, made 60 percent of its total referrals during
this period to MWOLF's, with some 39 percent of^ total fees budgeted for these refer-

rals allocated to these MWOLPs.
Finally, the effective prosecution of PLS claims continues to be one of the RTC's

highest priorities. Both the GAO and the OIG, investigating charges that the pro-
gram had been weakened by political influence and management efforts to under-
mine its effectiveness, found no evidence that such forces were at work.

7. Improved Management Information Systems

Systems have been another troubled area. One weakness in RTC's management
information systems has been the accuracy of the data contained in these systems.
RTC has instituted a corporate-wide data quality program that focuses on the ver-
ification of the data in all of RTC's systems with an initial focus on RTC's 17 major
information systems. To date, data quality programs for seven of these systems have
been developed, with the remaining ten underway.
Another wetikness has been that RTC management information systems have in-

adequately met the business needs of the RTC. To address this problem, the RTC
has created system user groups to better identify its reqruirements, has allocated re-

sources to better connect the user groups with the builders of systems, and has es-

tablished an Information Resources Management Steering Committee to better com-
municate and coordinate information management issues.

Finally, in light of the limited remaining life of the RTC, emphasis has shifted

from systems development and enhancement to the consolidation of resources and
maintenance of the main application systems with a view toward the eventual tran-
sition of systems to the FDIC.

8. Appoint an Audit Committee

As discussed in Secretary Bentsen's testimony, an Audit Committee is in the proc-
ess of being formed, and is expected to begin its work shortly. It was necessary to

await passage of the Completion Act before this could be finalized.

9. Establish an RTC/FDIC Transition Task Force

The RTC and FDIC developed a joint Consolidation Coordinating Committee that
met throu^out the year. The recently-enacted RTC Completion Act mandates an
RTC/FDIC Transition Task Force that will assume the functions of this Committee.
Current RTC transition planning activity is discussed at the end of this statement.

The Operations and Financial Report

Depositor Protection and Resolutions Activity

Since its inception in August 1989, the RTC has resolved 680 institutions, more
than 90 percent of those t^en over (Exhibit 3). Resolution of these failed thrifts

provided protection for 23 million deposit accounts, with $204 billion in deposits and
an average balance of about $9,000. Althou^ the final cost will not be known until

the last asset is sold, the current estimate is that these resolutions will cost the
American taxpayer $81 billion.

The remaining 63 institutions continue to operate under conservatorship and held
$18 billion in deposits at the end of 1993. Enactment of the RTC Completion Act
has now made it possible to resume resolutions. As a result, the RTC is in the proc-
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ess of marketing these remaining conservatorships. Resolution of these thrifts will

occur by the summer of 1994 and is
expected

to cost $9 billion to $11 billion.

The RTC is also responsible for resolving any institutions that fail through a date
before July 1, 1995. That deadline will be determined by the Chairperson of the

Oversi^t Board. How many additional thrift failures may occur wUl depend on

many factors including the course of the economy. In the current favorable climate
of low interest rates and low inflation, the number of failures is likely to be small.

Any which do occur should be able to be resolved expeditiously. Any authorized
funds not needed for resolutions will not be used.

Asset Sales in 1993

In
early 1993, we shifted the RTC's overall strategy from one of "speed at all cost"

in regara to resolutions and asset sales to a greater emphasis on ensuring that

proper contracting procedures are followed, that internal controls are tightened, and
that small investors have greater opportunities to compete for assets controlled by
the RTC. As a result of these policy changes, the original 1993 sales ^als were
scaled back. The 1993 goals were lowered from book value sales and principal collec-

tions of $70 billion, with expected cash proceeds of $55 biUion, to book value sales

and collections of $56 billion, with expected proceeds of $42 bUlion.

We actually exceeded those targets. Book value sales and
principal collections to-

taled $63 billion, and cash proceeds totaled $48 bUlion. Casn proceeds represented
76 j>ercent of book value reductions. This recovery rate was below previous years
because the RTC's inventory is increasingly dominated by poorer-quality assets.

Exhibits 4-8 provide historical perspective for these 19^3 results.

From inception through December 1993, the staggering sum of $457 billion in

book value of assets have come under RTC control, as shown in Exhibit 4. The RTC
has disposed of $393 billion (book value), or 86 percent of the total, through sales

or other collections. This left $63 billion of book value assets under RTC manage-
ment as of the end of 1993. As shown in Exhibit 5, assets under RTC management
at any one time peaked at $186 billion at the end of May 1990 and reached their
lowest level, $63 biUion, at the end of December 1993.

Through December 1993, the RTC dispwsed of 93 oercent of all securities received,
92 percent of 1-4 family mortgages, 78 percent of other mortgages, 87 percent of
other loans, 81

percent
of real estate, and 62 percent of other assets (Exhibit 6).

Proceeds reacned $353 billion on the $393 bUlion in book value reductions through
the end of December, or an average 90 percent of book value. Different types of as-
sets received very different recovery rates of return. Securities, for instance, re-

ceived on average 98 percent of their book value while real estate received on aver-

age 56 percent of its original book value (Exhibit 7).

Recovery rates have declined over time as the better quality assets were sold off.

Cash proceeds of sales and principal collections represented 97 percent of book value
reductions in 1989-90, 93 percent in 1991, 85 percent in 1992, and 76 percent in
1993 (Exhibit 8).

Remaining Asset Inventory
Assets remaining under RTC management totaled $63 billion as of December 31,

1993. Seventy-one percent of this inventory represents hard-to-sell assets—delin-
quent loans, performing commercial mortgages, real estate, subsidiaries, and other
assets (Exhibit 9).

Projected 1994 Asset Sales

As detailed in our business plan, at book value amounts, projected sales and prin-
cipal collections for 1994 total $43 billion. Cash proceeds from these sales and prin-
cipal collections are expected to total $29 billion. The projected recovery rate in 1994
is 66 percent, lower than the 76 percent experienced in 1993 because of the growing
projportion

of lower quality assets in RTC's mventory.
The asset disposition strategies that will be employed by RTC to achieve these

goals are discussed later in this statement. In implementing these strategies, a
major role wUl be played by the Small Investor Program.

Small Investor Prc^am
The Small Investor Program (SIP) was established in April 1993 to ensure that

assets are available for sale individually to small investors with moderate levels of

capital. SIP offices have been established in the RTC's Washington, DC head-
quarters and in each of the RTC's field offices.

Under the SIP, individual offerings of real estate properties have been empha-
sized. Auctions and sealed bid sales nave become more frequent and geographically
focused. Smaller loan pools are being offered to allow buyers to purchase smaller,
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more geographically segmented groups of loans. Minimum deposits on loan sales
have also Deen lowered to increase the participation of small investors.
The small investor, as defined by the RTC, is an individual or group of investors

with the capacity to purchase:
• Real estate assets valued up to $5 million;
• Loan pools up to $10 million (book value);
• Subsioiaries valued from $5 thousand to $30 million; or
• Equity investments from $4 to $9 million in joint venture transactions.

The RTC has aggressively expanded its outreach program to attract small inves-
tor participation in virtually all of the agency's asset offerings. The SIP has spon-
sored "How To Buy" seminars with all major real estate and loan offerings to ensure
that local and regional investors are informed of RTC purchasing and investment
opportunities. More than 16,000 investors have participated in these seminars so
far.

SIP has worked with the Department of Asset Marketing to expand the investor
database for direct mail marketing of RTC sales initiatives based on an investor's
stated interest in asset type and geographic location. At the end of December, more
than 4,000 investors had completed the RTC Investor Profile and were registered
in the Small Investor Database. Of those, 969 investors identified themselves as mi-
norities and 799 investors indicated that they were women or from women-owned
firms.

Three national initiatives have been sponsored by the SIP, including:
• the non-performing loan auction of August 24-25, 1993;
• the S-series; and
• the judgments, deficiencies, chai^e-offs, and small balance assets (JDC's) pro-
gram.
The non-performing loan auction held in August 1993 achieved the highest collec-

tion ever for an RTC non-performing loan auction. The auction resulted in the sale
of 306 loan packages, composed of 11,200 loans, for $335 million. There were 155

registered bidders compared with 103 for the March 1993 auction. More impor-
tantly, one-third of the winners were new buyers who had not participated m a

prior RTC national non-performing loan auction. The new bidders at that auction:

(a) were for the most part smaller companies (with a net worth of $2 million or less
or with five or fewer employees); (b) had a much higher preference for small loan

pools—those under $1 million, and; (c) were more interested in buying geographi-
cally focused loan packages—located in their own State or a bordering State. In ad-

dition, 14 percent of the registered bidders surveyed identified their firms as either

minority- or woman-owned.

Affordable Housing
The RTC's Affordable Housing Disposition (AHD) Program has made it possible

for many low- and moderate-income families to acquire housing. From inception
through December 31, 1993, the Program sold over 77,500 units for a total $1.17
billion. This includes 20,500 1-4 family properties (containing 24,200 units) sold to

low- and moderate-income households as well as nonprofit agencies and public agen-
cies that rent and resell the units to low-income families. It also includes 575 multi-

family properties (containing 53,300 units) sold to entities that rent at least 35 per-
cent of the units in each property to low- and very-low-income households at re-

stricted rents for the remaining useful life of the property. Recoveries under the
AHD Program, since inception, have averaged 73 percent of appraised value. As of
the end of 1993, the AHD Program had about 4,000 single-family and 386 multi-

family properties remaining in its inventory.
Most AHD single-family properties have been sold through the 235 affordable

housing sales events targeted to first-time homebuyers held in 32 States. The RTC
also uses a network of 6i6 community-based nonprofit housing organizations to pro-
vide an array of marketing stratepes to reach low-income families and minorities
that are often by-passed by traditional marketing methods. Approximately 40 per-
cent of buyers at recent sales events were minorities and 74

percent
were first-time

homebuyers. The average annual income of households purchasing in the program
was about $23,800, representing 61 percent of national median family income.
With respect to the multi-family housing program, these properties are currently

marketed first to public agencies, next to nonprofit organizations, and then to all

other interested buyers. This is in contrast to the program's earlier strategy of offer-

ing multi-family properties on a competitive sealed bid basis. Nonprofit and public
agencies are now eligible for low down payment financing. Buyers are evaluated, in

part, on the de^ee to which they can provide support services for their low-income
residents. The RTC has sold 175 multi-family properties to nonprofit and public

d
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agencies and provided $82 million of seller financing to these types of organizations.
In addition, 325 nonprofit and public agencies have purchasea over 1,500 single-

family properties which are rented or resold to low-income households.
Plans are currently underway for unifying the RTC's and FDIC's Affordable Hous-

ing Disposition Programs as required by the RTC Completion Act. A joint working
group has been convened to develop this plan which is expected to be completed by
mid-April 1994 and implemented by mid-August 1994. The RTC is

currently work-
ing with the Federal Home Loan Banks and the Department of Housing and Urban
Development to implement the RTC Completion Act provision which expands the

Housing Opportunity Hotline.

Other Asset Sales Strategies

The RTC has undertaken significant changes in its asset sales strategies beyond
the Small Investor and Affordable Housing Programs.
The RTC continues, where appropriate, to pursue bulk or portfolio sales,

securitization, and Joint Venture Initiatives. When choosing the best disposition
strategy, the RTC considers the following factors: asset characteristics, recovery ex-

perience, current market conditions, and the volume of assets to be sold.

Portfolio Sales: In portfolio sales, RTC bundles large quantities of lower quality
assets, generally non-performing commercial mortgages. This permits the RTC to
sell a large quantity of assets quickly and shift management £md maintenance costs
to the private sector. There is, nowever, a restricted number of large investors with
the resources necessary for this type of transaction.
Auctions: Auctions are used to sell smaller assets of all types and quality with

a regional geographic focus. The primary advantage of auctions is auick sale and
hence reduced noIding costs. A disadvantage is that only a limited volume of assets
can be disposed of through this method. The RTC is holding open-cry auctions more
frequently. These are used to sell a wide variety of real estate and most types of
smaller balance non-performing loans. Smaller, geographically focused, local events
are being planned instead of large national initiatives.

Individual Asset Sales: Individual asset sales are best suited to real property or

very complex assets with limited marketability. Individual real estate properties are
offered through real estate brokers as well as in auctions and sealed bids. As re-

quired by the RTC Completion Act, real estate is being marketed on an individual

property basis for at least 120 days before being placed in a multi-asset sales initia-

tive.

Securitization: Securitization is a sales technique whereby securities are issued,
backed by assets. Securitization is RTC's primary method for selling performing res-
idential mortgage loans. More recently, KTC has also securitized sub-performing
and non-performing loans. The primary benefits of securitization are quick disposi-
tion of assets and superior prices conopared to whole loan sales. In addition,
securitization requires minimal RTC staffing, and the securities are attractive to a
very broad investor base. From 1991 when the securitization program began
through December 1993, the RTC had completed 67 securitized performing mort-

gage loan transactions disposing of $36.5 billion in book value assets. RTC's
securitization program has been studied by the Congressional Budget Office, which
stated in a report in July 1992 that "securitization may be the option most consist-
ent with the KTC's conflicting objectives."

Other Matters

"Whistleblowing" and Complaints
In September of last year, the Senate Banking Committee held oversight hearings

where a variety of allegations were made, including retaliation against whistle-
blowers. We strongly support protection for whistleblowers.

I have taken several actions to address the allegations made by the individuals
who testified before the Committee. I issued a memorandum on October 4, 1993, to
all RTC

employees strongly reiterating the RTC's policy prohibiting retaliation

against whistleblowers. I also established an Employee Ombudsman Program to,

among other things, augment the efforts of the
Inspector General in gathering all

types of employee allegations. The Employee Ombuosman reports directly to me on
a weekly basis on the activities of the office. The Employee Ombudsman Program
appears to be well received by RTC personnel. As of February 15, the program had
received 116 inquiries, 96 inquiries had been closed and 20 were stUl pendmg. Addi-
tionally, the Office of the Inspector General has revised its internal procedures for

handling employee allegations of retaliation against whistleblowers by encouraging
employees to step forward and by protecting the identity of such employees.
As a means of supplementing the information revealed at the September hearings,

we have had conversations in person and by telephone with six of the individuals
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who testified before the Committee. Two additional individuals were contacted, but
declined interviews. During these interviews we solicited comments, feedback, and

sug^stions from the individuals on how best to remedy the problems raised in their

testmiony. Some of these interviews were insit^tful and have been useful in our ef-

forts to remedy some of the management prob^ms at the RTC.
I want to underscore how seriously we have taken these allegations. Hundreds of

hours have been spent working to understand and resolve them. Our work on the

allegations raised by the people who testified, and others complaining of unfair

treatment, continues. We have ^ven this a very high priority and I believe that we
have made significant progress m this regard.

Transition to the FDIC
The RTC Completion Act requu^s the RTC to terminate on December 31, 1995.

The Act also requires the RTC and the FDIC to establish an intertigency transition

task force to ftudlitate the transfer of assets, personnel, and operations from the
RTC to the FDIC or the FSLIC Resolution Fund in a coordinated manner. It must
recommend which of the management, resolution, and asset disposition systems,
and which of the management reforms of the RTC should be preserved for the
FDIC. It is required to submit its recommendations to the Senate and House Bank-

ing Committees in January and July of 1995. These will serve as a basis for deci-

sions by the Secretary of the Treasury to transfer systems and personal property
used to operate the systems to the FDIC.
The RTC contingent of this joint group is John E. Ryan, Deputy Chief Executive

Officer and Ellen B. Kulka, General Counsel. The FDIC contingent is John F.

Bovenzi, Director of Depositor and Asset Services and Dennis F. Geer, Deputy Chief

Operating Officer. This joint Comniittee has begun its work and now meets once a
week.
This concludes my prepared statement. I would be happy to answer any questions.

EXHmm
Status Report

RTC Completion Act
Management Reforms Section 3(a)

Organizational Changes

Objective:

Stabis:

Objective:

Statits:

Objective:

Statiis:

Create a division of Minority and Women's Programs whose head is a
vice president and serves on the RTCs Executive Committee. (Reform
4)

CEO resolution 93-CEO-21 created the position of Vice President of

Minority and Women's Programs on April 13, 1993.
Johnnie Booker was appointed as Vice President of MWP on April 13,

1993, via CEO resolution 93-CEO-22.
CEO resolution 93-CEO-23 dated April 13, 1993, appointed the Vice

President ofMWP to the RTC Executive Committee.
CEO resolution 94-CEO-29 dated January 13, 1994, provided a posi-

tion description for the Vice President for MWP.

Appoint a Chief Financial Officer reporting directly to the CEO with no

operating responsibilities other than as CFO as determined appro-
priate by the Oversi^t Board. (Reform 5)

Interim CEO Altman signed 93-CEO-24 creating the position of CFO
on July 13, 1993.

CSEO resolution 93-CEO-25 appointed Donna Cunninghame as the

RTCs CSiief Financial Officer on July 13, 1993.

CEO resolution 93-CEO-26 dated July 13, 1993, delegated specific au-

thorities to the CFO.
Corporate accounting, financial management, and control functions and

appropriate Headquarters and field organizations have been assigned
to the Chief Financial Officer.

Appoint an Assistant General Counsel for Professional Liability within

tne Legal Division and Report to Congress semiannually (on April 30
and O^ber 31 of each year) on litigation. (Reform 10)

Thomas Hindes has been selected to fill the position of Assistant Gen-
eral Counsel for Professional Liability.
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Objective:

Status:

Objective:

Status:

Reports on RTC litigation will be included in RTC's Semi-annual Report
to Congress on an on-going basis.

Appoint a Vice President for Minority and Women's Programs, a Chief
Financial Ofdoer, an Assistant General Counsel for Professional Li-

ability, a General Counsel, and a Deputy Chief Executive Officer.

Failure to make these appointments constitutes failure to comply
with requirements necessary for securing funding in excess of $10 bil-

lion. (Reform 13)

Johnnie Booker holds the position of Vice President for Minority and
Women's Prog^ms (see Reform 4).

Donna Cunninghame holds the position of Chief Financial Officer (see
Reform 5).

Thomas Hindes holds the position of Assistant General Counsel for Pro-
fessional Liability (see Reform 10).

Ellen Kulka was appointed as General Counsel effective January 17,
1994.

John (Jack) Ryan was appointed as Deputy Chief Executive Officer ef-

fective January 4, 1994. CEO resolution 94-CEO-29 dated January
13, 1994, created the position of Deputy CEO, consistent with the
RTC Completion Act.

Create Client Responsiveness Units in each RTC regional office report-
ing to the Corporation's Ombudsman. (Reform 21)

Client Responsiveness units have been established at each RTC fleld of-

fice, including Atlanta, Califomiti, Dallas, Denver, Kansas City, and
Valley Forge.

All field Vice Presidents have been contacted to assure adequate staff-

ing of the program in each field office to assist the public.
A directive will be issued clariMng the role and responsibilities of each

unit and emphasizing that all RTC field offices must maintain Client

Responsiveness departments at their respective sites.

Asset Disposition

Objective:

Status:

Objective:

Status:

Promulgate a regulation implementing a 120-day waiting period before

selling real property assets on other than an individual basis and re-

quiring that portfolio sales or sales in connection with any multi-
asset sales initiative made after the 120-day waiting period oe justi-
fied in writing. (Reform 2)

A
policy

was established on April 15, 1993 (throu^ memo 93-AMSD-
0037) implementing these provisions. The regulation required by the

Completion Act is being drafted.

Require a qualified person or entity to prepare a written management
and disposition plan on an asset-by-asset basis or provide a written
determination that a bulk transfer would maximize net recovery with

opportunity for broad participation by MWOB's for non-performing
real estate loans with a book value of at least $1 million and reu
property with a book value of at least $400,000. (Reform 3)

A directive ia in process modifying current policy to comply with this re-

quirement.
A r^^lation will be promulgated to define "asset" and "qualified person

or entity."

Contracting

Objective: Modify contracting procedures for MWOB's by: (1) reviewing and revis-

ing procedures for reviewing and qualifying applicants for Basic Or-

dering Agreements to ensure that MWOB's and smaU businesses are
not inadvertently excluded; (2) reviewing existing lists of eligible con-
tractors to ensure maximum participation by MWOB's; ana (3) pro-
mulgating a regulation to implement the new requirement providing
for maximum participation by MWOB's in lists of eligible contractors.

(Reform 6)
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Status: All solicitations for new contracts and renewals of existing contracts un-

dergo, on a continual basis, an extensive review to
identify any inad-

vertent exclusionary language. More explicit direction is forthcoming
in the Contracting Policy and Procedures Manual (CPPM) revision
due in March 1994.

For each solicitation, lists are reviewed to include MWOB contractors,
and MWP staff input is solicited.

A draft Interim Final Rule (which would amend the current MWOB In-

terim Rule) is being amended to include the requirement of maximum
participation by MWOB's in lists of eligible contractors.

Objective: With regard to contracting systems and contractor oversight: (1) main-
tain procedures and uniform standards for entering mto contracts
with private contractors and overseeing the performance of contrac-
tors and subcontractors; (2) review contract oversight to ensure that
suflicient resources are available; (3) maintain uniform procurement
guidelines for procurement of basic goods and administrative services.

(Reform 7)

Status: These procedures and standards have been reviewed and strengthened
and are included in the CPPM Version 5 distributed on July 21, 1993,
and again in Version 6 on December 15, 1993.

The Office of Contractor Oversight and Surveillance evaluated their

staffing needs, increased staffing from 118 to 265, and conducted ex-

tensive training during 1993.

Uniform procurement guidelines are maintained in the CPPM and ver-

sion 7.0 of the CPPM is being updated to fulfill any other provisions
required by the Act. Version 7 is expected to be published in March
1994.

The C!PPM sets forth the policies and procedures necessary for RTC
contracting. The Warranted Contracting Officer program was imple-
mented to ensure that only appropriate and knowledgeable staff are
involved in the contracting process.

Requirements for Warranted Contracting Officers for non-legal con-
tracts were published in the Federal Register in January 1994.

Objective: Establish guidelines for achieving a reasonably even distribution of con-

tracts among subgroups of Minority- and Women-Owned Businesses.

Status: The Draft Interim Rule on the Minority- and Women-Owned Business
and Law Firm Program also sets forth the requirement for the RTC
to establish guidelines to achieve a reasonably even distribution in

contracting among minority subgroups.
The CPPM is being revised to incorporate this provision of the Comple-

tion Act to establish guidelines for achieving reasonable parity.

Objective: Establish reasonable goals for MWOB subcontracting and prohibit any
contracts, with certain exceptions, of $500,000 or more unless the
contract has a subcontract with an MWOB and compensates it com-

mensurately. (Reform 18)

Status: The Draft Interim Rule on the Minority- and Women-Owned Business
and Law Firm Program has been updated to require subcontracting
of work to minority- and women-owned firms for all awards with total

estimated fees equal to or greater than $500,000.
The CPPM is also being updated to reflect this requirement.

Objective: Promulgate a regulation to provide sanctions for violations of MWOB
subcontracting and joint venture requirements. (Reform 16)

Status: The Draft Interim Rule on the Minority- and Women-Owned Business
and Law Firm Program has been updated to outline sanctions for

non-compliance with subcontracting requirements. Remedial action

could result in contract suspension, exclusion, or termination.

Contracting documents are being revised to incorporate reference to

these sanctions.

Objective: Apply competitive bidding procedures in awarding contracts that are no
less stringent than those currently in effect. (Reform 19)
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Status: The Office of Contract Policy and Major Dispute Resolution was created
in December 1993. Among its duties is to assure that any change in

contracting procedures does not result in any diminution in the com-

petitive bidding process.

Interned Controls

Objective: The Oversight Board is directed to establish and maintain an Audit
Committee to monitor RTC's internal controls, monitor audit findings
and recommendations, maintain a close woricing relationship with the
IG and GAO, report on findings and recommendations of the Commit-
tee, and monitor financial operations. (Reform 8)

Status: An Audit Committee is in the process of being formed and is expected
to commence its work shortly.

Objective: Respond to problems identified in audits or certify to the Oversi^t
Board that no action is necessary or appropriate. (Reform 9)

Status: Circular (1250.2), Management Decision Process and Audit Followup,
which prescribes procedures and time requirements for resolving
audit findings, recommendations, and corrective actions w£is issued
on July 20, 1993.

A management reporting system to track and update the status of all

IG, GAO, and internal audit report findings was implemented on
June 30, 1993.

Status and management reports have been produced which identify

aging open issues to alert senior management since October 21, 1993.
Procedures have been established in the audit followup circular to re-

quire certifications from responsible program managers attesting to

the completion of planned corrective actions.

Scheduled evaluations and subsequent reviews will verify effectiveness
of completed corrective actions.

Reports nave been provided and meetings held with GAO, IG, and the

Oversight Board, beginning in late 1993 and continuing on an on-

going basis.

The audit followup circular requires management to certify the rational
and legal basis for not implementing an audit recommendation or an
agreea upon corrective action. RTC will provide the Board with a

copy of such certification statements.

Objective: Maintain effective internal controls against fraud, waste, and abuse.
(Reform 12)

Status: Circular 1250.1, Internal Control Systems established RTC's internal
control program and requires managers to:

—
Identify activities or functions (Assessable Units) subject to risk.—Conduct an assessment and rate the susceptibility of the function or

activity to risk (Vulnerability Assessment).—Schedule high risk functions for annual examination (Management
Control Plan).—Conduct a detailed examination (Internal Control Review) of function
to determine if internal controls and procedures are current, ade-

Juate,
and cost effective.

>evelop and implement corrective actions to resolve deficiencies and
strengthen controls.

Field offices have redesigned and enhanced their internal control pro-
grams to provide preemptive review of high risk areas and evaluation
of implemented corrective actions for effectiveness.

Headquarters organizations conduct reviews of field offices and finan-
cial service centers operations for compliance with Corporate policies
and procedures, and for effectiveness oi internal control activities.

Specialized program initiatives such as the Loan Servicer Oversight
Program have been implemented to address specific management and
internal control concerns.
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Resolutions

Objective:

Status:

Subject to the least cost test, give a preference to offers from MWOB's
in considering offers to acquire institutions or their branches, located
in predominantly minority neighborhoods and give a first priority to
the disposition of the jverforming assets to such acquirers and define

by regulation a predominantly minority neighborhood. (Reform 17)

An interim rule defining "predominantly minority neighborhood" y/aa

approved bv the CEO on February 15, 1994, and will oe published in
the Federal Register. The rule generally defines predominantly minor-

ity neighborhood as a postal zip code area with more than 50 percent
minority population unless the RTC has determined that other rea-

sonably reliable and readily accessible data indicate more accurate

neighborhood boundaries.

Although not yet finalized, a directive is currently being developed to

implement tne minority preference in resolutions. As currently con-

templated, the directive will establish procedures to:

• Define institutions in predominantly minority neighborhoods as insti-

tutions headquartered in predominantly minority neighborhoods or
with 50 percent or more of its ofiices in predominantly minority
neighborhoods ;

• Provide that in the event a minority bidder is within 10 percent of a

high majority bid for an institution or branches in a predominantly
minority neighborhood that both shall submit best and final bids;

• Provide minority bidders for institutions and branches in predomi-
nantly minority neighborhoods with interim capital assistance, rent
free offices for 5 years, and earning assets at market prices.

Management

Objective:

Status:

Objective:

Status:

Objective:

Status:

Objective:

Status:

Establish and maintain a comprehensive Business Plan. (Reform 1)

An RTC Business Plan was transmitted to the House and Senate Bank-
ing Committees on December 15, 1993. It will be updated as cir-

cumstances warrant.

Include in the annual report to Congress an itemization of the expendi-
tures of fiinds provided by the RTC Completion Act and a list of the
salaries and other compensation paid to directors and senior execu-
tive officers at RTC-controlled institutions. (Reform 14)

This information will be included in RTC's annual report to Congress,
with the first such report expected June 30, 1994.

Modify existing RTC procedures for using outside counsel so that in-

house counsel would be preferred, and limiting the use of outside
counsel to those instances where it would provide the most prac-
ticable, efficient, and cost effective resolution to the action and only
under a negotiated fee, contingent fee, or competitively bid fee ar-

rangement. (Reform 20)

RTC is currently revising the Legal Services Committee's procedures
for retention of outside counsel to comply with this provision. The re-

vision will apply to Washington and all field offices.

Maintain an effective Management Information System. (Reform 11)

Information resources support has been prioritized to meet key goals
and functions by evaluating existing systems to confirm that all es-

sential corporate management information needs have been met and
will continue to be met.

The Department of Information Resources Management (DIRM) has es-

tabUsned and maintains an on-going conmiunication with RTC client

offices regarding the effectiveness and quality of RTC's major auto-

mated information systems to ensure they meet management's infor-

mation requirements.
DIRM continues to work with system users to enhance information sys-
tems to adequately support business needs. Enhancements are ap-

proved through the existing management and committee structure

and are implemented with the interaction of system users and man-
agement.
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DIRM continues to enforce its requirement that oostybenefit analyses be
conducted and approved prior to initiation of new systems (ievelop-
ment and any enhancement activities. A directive outlining policies
and procedures related to cost/benefit analyses is being developed.

As a major component of an on-going eflbrt to improve data quality, a

corporate-wide Data Quality Program was implemented through a di-

rective issued on November 11, 1993.
Individual Data Quality Action Plans are being developed to assess the

quality of data in each of RTC's 18 primary automated information

systems and to establish initiatives to improve data where needed. To
cfate, 10 Data Quality Plans have been completed and 8 are under de-

velopment.
Information Resources Management (IRM) field reviews have been con-

ducted in all six RTC fiela offices. These reviews help management
assess the quality and eflectiveness of IRM operations.



112

Summary of MWOB Non- Legal Contracting

Inception through Oecemt^r 31. 1993
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BOnBIT 3

Through February 7, 1994, RTC took over

743 thrifts, closed 680.

Total No.: 743

No. Closed: 680

No. in Conservatorship:

63
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EXHIBIT 4

Through 1993, the RTC had disposed of more
than three-fourths of the assets that have come
under its control.

Book Value
Sold and Collected

$393 billion

Book Value of Assets: $457 Billion
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RESOLUTION TRUST CODPORATION
Resolvinf The Cridi

Rettorinf The Confldcncr

April 13, 1994

Honorable Donald W. Riegle, Jr.
Chairman
Committee on Banking, Housing,

and Urban Affairs
United States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

Thank you for your letters of March 7 and April 5, 1994,
enclosing written questions in connection with your Committee's
hearing held on February 24. As you are aware, the Honorable
Roger C. Altman is no longer Interim Chief Executive Officer of
the Resolution Trust Corporation. Therefore, in my capacity as

Deputy and Acting CEO, I am pleased to enclose the RTC's
responses to the questions posed in your letters for inclusion in
the record of the hearing.

We hope this information is of assistance to you. If you have
any questions, please let me know.

Sincerely,

John E. Ryan
Deputy and Acting CEO

Enclosure

eOi I7fh street. N.W. Wcehlngton. D.C. 20434
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RTC RESPONSES
RESPONSE TO WRITTEN QUESTIONS OF SENATOR RIEGLE

Q.l. Last September 13, former and current employees of the RTC
testified to numerous instances of waste and mismanagement with-
in the agency. According to the Government Accountability Project,

many or those witnesses continue to be poorly treated by the RTC.
One has been fired; another terminated by non-renewal of her tem-

porary contract; three others have received reduced performance
ratings; two others have had g^evances and promotions denied;
and another has been demoted and told he was a security risk be-

cause of his testimony. In your testimony, you say you strongly

support protection of whistleblowers. Are these actions consistent

with that position?

A.1. As a general matter, former Interim CEO Roger Altman estab-

lished an Employee Ombudsman program to augment the efforts of

the OIG and to provide employees with a means of gaining the
CEO's personal attention. The CEO receives weekly updates on the
activities of that office. By memorandum dated October 4, 1993,
Mr. Altman informed all RTC employees that retaliation for whis-

tleblowing activities would not be tolerated and that he was com-
mitted to protection of employees who had in fact "blown the whis-
tle" on inappropriate activities. The RTC OIG in turn strengthened
its policy and procedures for handling employee allegations of retal-

iation and further encouraged the reporting of waste, fraud, and
abuse.
While certain personnel actions have been taken with respect to

some of the employees that testified before the Senate on Septem-
ber 23, 1994, those actions were carefully reviewed to ensure that

they were neither prompted, nor in any way affected by the em-

ployees' testimony before the Senate.
The following personnel actions were taken:

Michael Koszola

An Office of the Inspector General agent, Michael Koszola, was
removed for misconduct based on evidence obtained through an in-

vestigation that was formally initiated in December of 1992. The
employee has appealed that removal to the Merit System Protec-

tion Board, and a hearing is scheduled to be held before an Admin-
istrative Judge on May 9, 1994.

Debbie Sherrill

An employee under temporary contract in the RTC Atlanta Of-

fice, Debbie Sherrill, was non-renewed due to documented and re-

peated instances of poor performance occurring during the year
prior to her testimony before the September 1993 Senate hearing.

Hans Mangelsdorf

Mr. Mangelsdorf from the RTC's California office has claimed
that his performance rating was lowered as a result of his testi-

mony. The RTC Office of Human Resources Management spoke
with Mr. Mangelsdorf and his supervisors and was satisfied that
the performance problems raised by Mr. Mangelsdorfs first line su-

pervisor were legitimate and not motivated by Senate testimony.
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Annette LePique and Sandra Crisman

Allegations regarding the lowered performance appraisals for Ms.
LePique and Ms. Crisman were made prior to their Senate testi-

mony last September and were part of their Equal Employment
Opportunity complaints of sexual discrimination filed in 1992.

Management took adverse action against a supervisor based on
events which formed the basis of these complaints. Thereafter, both
Ms. LePique and Ms. Crisman were represented by counsel and
agreed to settle their respective cases with the Corporation.

Jacqueline Taylor and Bruce Pederson

Two current employees had their respective grievances denied.
Mr. Altman denied grievances filed by current RTC attorneys
Bruce Pederson and Jacqueline Taylor after determining that they
were not subjected to retaliation as they had alleged. While there
is no doubt that they raised important matters to the attention of

the Congress, an independent contractor, retained as an investiga-
tor and grievance examiner, found no evidence of harassment or re-

taliation against either Mr. Pederson or Ms. Taylor. In fact, after

interviewing 22 witnesses and reviewing relevant documents, the
contractor giievance examiner foimd that not one witness identified

by the grievants could corroborate allegations of harassment or re-

taliation. After reviewing all the material, including the examiners'

report, Mr. Altman was satisfied that the investigation was thor-

ough and objective. He agreed with the examiner's recommendation
and denied the grievances.

John Waechter

Mr. Waechter claimed that he has been demoted and was told

that he was a security risk. In fact, Mr. Waechter was rotated to

another office site to perform the same work at the same grade.

Q^. In your testimony, you indicated that the RTC was working
to implement the recommendations made by the GAO regarding
various operations and activities of the RTC. Attached for your ref-

erence is a summary of the 68 open GAO recommendations to the

RTC, some dating back to nearly 4 years ago. Would you please
provide to the Committee, and to the GAO, a status report of what
the RTC is doing to respond to each of the outstanding GAO rec-

ommendations?
A.2. The RTC is aggressively pursuing not only GAO, but OIG and
other audit and review findings and recommendations. The at-

tached table provides the status, as of March 31, 1994, of RTC's re-

sponse to the recommendations contained in the selected GAO re-

ports. Of the 87 recommendations included in the selected GAO re-

ports, the RTC has provided 76 responses to the GAO. The RTC
is preparing responses to the remaining 11 recommendations. The
RTC fully considers the ideas and suggestions included in GAO tes-

timony, but does not formally respondto them.
The following descriptions will explain the meaning of the dif-

ferent response categories presented in the table:

• Closed: RTC has completed all corrective actions resolving the
identified problem.



123

• Actions In Process: RTC's corrective actions are in the process of

being completed.
• Actions Not Fully Responsive: Corrective actions have been un-
dertaken by RTC, but GAO considers the actions as not ade-

quately addressing the identified problem.
• Under Review By GAO: RTC's response has been submitted to

GAO for review for potential effectiveness in resolving the identi-

fied problem.
• RTC Preparing Response: RTC is reviewing the audit finding and
recommendation and preparing its management response.
Please contact the Director of the Office of Government Rela-

tions, Peter Knight, for information about specific recommenda-
tions.

The information in the attached table [Attachment A] has been
shared with the GAO.

Q.3. In your February 10, 1994, letter to me, you stated that you
had established the "Dallas Professional Liability Review Team" as
a result of testimony this Committee received from Mr. Tom
Burnside in which he claimed that the RTC had made efforts to re-

cover onlv a fraction of the professional liability losses it could rea-

sonably have justified. What can you tell us about the Review
Team's initial findings? Will you release their findings publicly?
A,3. The report of the Review Team (which is, as former Interim
CEO Roger Altman informed you by letter of February 10, 1994,
comprised of attorneys from the Department of Treasury, investiga-
tors from United States Secret Service and one investigator and
one attorney from the RTC, all working under the auspices of the
RTC) is nearing completion. Given the fact that the Report is not

yet final, it would be premature to discuss any preliminary findings
or to disclose portions of the Team's work product. Upon its comple-
tion in the near future, and review by the acting CEO, a copy will

be forwarded to the Committee and made public.

Q.4. What is being done to review the allegations of deficiencies
identified by RTC employees?
A.4. On Februarv 10, 1994, former Interim CEO Roger C. Altman
provided you with a response to the allegations of deficiencies iden-
tified by the RTC employees. This letter is provided for the hearing
record as Attachment B.

In addition to reviewing the recommendations in the letter, RTC
management will be reviewing and acting upon findings and rec-

ommendations of the Dallas Professional Liability Review Team.

Q.5, Do you feel that improvement is needed in the areas of inter-

nal controls and contractor oversight?
A.5. Internal Controls—Secretary Bentsen, in March 1993, as

part of his management reform initiatives, recommended that RTC
strengthen its internal control systems. In response, RTC initiated
a number of changes to accomplish this goal. Responsibilities for

management and oversight of
corporate

internal control activities

were consolidated and transferred to the Chief Financial Officer.

Managers and senior personnel throughout the agency were
trained in the importance, operation, and benefits of maintaining
an effective system of internal controls. Internal reviews were re-

r%^N ^ T ^\ ^^
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vised to focus more on the effectiveness of internal control systems,
identify any deficiencies, and develop corrective action.

While additional internal controls could always be put into place,
the RTC relies on the concepts of reasonableness and benefit/cost

to reach an acceptable level of control. In addition, scheduled inter-

nal reviews test the effectiveness of existing controls and the need
for any additional controls. Separately, the Greneral Accounting Of-

fice and the RTC Office of Inspector General often include the re-

view of internal controls in their audits of programs and activities.

The recommendations these organizations make concerning ways to

improve internal controls are usually implemented.

Contractor Oversight—Given the improvements outlined

below, which the RTC has and is currently undertaking, we believe
the RTC will be providing adequate oversight of its contractors.

However, we believe that contractor oversight is an ongoing process
which requires continual review to determine which areas of RTC
contracting may become high risk and would require additional
controls.

Currently, a major function of RTC operations is the monitoring,
evaluation, and general oversight of organizations employed to pro-
vide contracting services to the RTC. Because of the magnitude of

the RTC's reliance on the private sector, as envisioned by FIRREA,
the oversight of private contractors is a central component of our
efforts to prevent waste, fraud, and abuse. The oversight function
entails conducting reviews and investigations of contractor per-
formance and contracting irregularities; coordinating major RTC
contract terminations; and initiating suspension and exclusion ac-

tions of contractors for violations of fitness and integrity regula-
tions, fraud, and non-performance.

Secretary Bentsen's program for RTC reforms included the fol-

lowing directives for improving oversight of RTC contractors:

• "Exercise adequate and sufficient contract oversight to ensure
that policies and procedures are followed, that the RTC receives
what it pays for, and that funds and assets are not vulnerable
to loss;" and

• "Increase span of control over contractors, through sufficient and
adequate staffing to protect RTC's interest."

Specific steps have been taken to deal with the first mandate by
increasing emphasis on the contractor oversight function through
the Office of Contractor Oversight and Surveillance (OCOS). In-

creased resources have been allocated for background investiga-
tions of prospective RTC contractors to ensure compliance with
RTC fitness and integrity regulations. Enhanced training programs
have been conducted for OCOS personnel and for independent pub-
lic accountants on conducting reviews and evaluations of RTC con-

tractors.

Furthermore, the RTC has embarked on an aggressive program
of contract and contractor reviews. In 1993, for example, the RTC
initiated reviews of nearly 500 outstanding contracts involving
about 200 organizations conducting business with the RTC, up sig-

nificantly from previous years. The number and types of contract

reviews initiated in 1993 are as follows:
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150 Standard Asset Management Agreement contracts

15 Loan Servicer contracts

270 Property Manager contracts

53 Miscellaneous contracts

488 Total

This review schedule is expected to increase significantly during
the next 2 years due to RTC efforts to provide enhanced oversight.
In most cases, the RTC employs the services of outside public ac-

counting firms to conduct these audits. With respect to the second

issue, the primary thrust has been the establishment of an inde-

pendent invoice tracking and processing unit within the Office of

Contract Operations. This unit will perform all invoice processing/

tracking functions and maintain continuous interface with the Ac-
counts Payable Office to ensure adequate financial controls and
compliance with all RTC policies and procedures. AP will also en-

sure prompt payment of contractor claims. This system is oper-
ational at the headquarters level and the field offices are now in

the process of completing implementation.
The RTC has identified four major program objectives for con-

tractor oversight:

• Strengthen RTC internal controls against contractor waste,
fraud, and abuse.

• Increase fitness and integrity background investigative coverage
over RTC contractors to ensure compliance with FIRREA and
contractor ethics regulations.

• Promote FIRREA's mandate of fair and open competition.
• Strengthen overall contractor oversight.

The following initiatives have been planned to achieve program
objectives:

• Strengthen RTC Internal Controls Against Contractor Waste,
Fraud, and Abuse.

—Initiate nearly 700 contract reviews in 1994 and 1995 (up from
488 in 1993).—Revise the Contract Policies and Procedures Manual as needed
and inform the staff of their oversight roles and responsibil-
ities.—Prepare and present technical training conferences to all head-

quarters and field office staff and independent public account-

ing firms.—Assess effectiveness of policies, procedures, and guidelines over
time and expand, adjust, and revise policies, procedures, and
programs as necessary to ensure uniform, comprehensive re-

views of contracts with RTC contractors.

• Increase Fitness and Integrity Background Investigative Cov-

erage over RTC Contractors to Ensure Compliance with FIRREA
and Contractor Ethics Regulations.
—Develop policies and procedures for conducting background in-

vestigations on subcontractors and securitization contractors.—^Analyze and improve the background investigations database.
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—Explore the use of additional informational databases to en-
sure full coverage of fitness and integrity requirements.—Conduct random reviews of the Office of Contract Operations
and RTC contractors to ensure appropriate background inves-

tigations are being requested.—Analyze, expand, and revise policies and procedures as nec-

essary.

• Promote FIRREA's Mandate of Fair and Open Competition.
—Initiate enhancements to the Contracting Activity Reporting
System to monitor competitive contracting trends and compli-
ance.—Prepare annual report providing summary of corporate actions
taken to promote competitive contracting.—Establish a monthly reporting system for the Office of Contract

Operations awards.

• Strengthen Overall Contractor Oversight.
—Modify the Corporation's Contracting Policy and Procedures
Manual (CPPM) to mandate a separate organizational struc-

ture for contract administration in each RTC office nationwide
and to provide more detailed guidance on proper contract ad-
ministration practices.—Perform site visits and monitor contractor subcontracting plans
to ensure compliance with contract terms and conditions.—^Work with the field office Contract Administration Branches to

develop and implement procedures for more effective contractor

oversight and ensure that the procedures are adopted and used
in all field offices.—Develop and present training to other offices in the RTC on the

contracting processes and the team concept for ensuring qual-
ity contractor performance.

With the completion of these program objectives, we believe that
the RTC will have adequate oversight of RTC contracts.

Q.6. What do you plan to do to ensure corrective actions are taken

by the RTC?
A.6. Another of Secretary Bentsen's reform initiatives announced
last spring was to improve management responsiveness to weak-
nesses and deficiencies identified by both internal and external

auditors.
As a result of this initiative, the RTC issued policy and proce-

dures (Circular 1250.2, Management Decision Process and Audit

Followup, dated July 20, 1993) to ensure that audit recommenda-
tions are resolved and management's planned corrective actions are
made in a timely manner. The corrective actions, with projected
completion dates, are identified and their implementation tracked.

Upon implementation, the program manager certifies that correc-

tive action has been taken. In addition, review of previously com-

pleted corrective actions is generally included in a subsequent
audit or review of the activity. Further, agency executives fre-

quently remind program managers of the importance of correcting
deficiencies in program operations.
The Directive 1250.2 states the following:
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"4. Policy: The RTC will establish an audit followup program to en-

sure prompt responses to audit reports and timely implementa-
tion of management decisions addressing audit recommenda-
tions. A final management decision will be issued as soon as

possible but not later than 180 days after the date of the issu-

ance of the final audit report. Corrective actions should begin
as soon as practical once the management decision process is

concluded. The followup program will encompass:

a. Maintaining records on the status of audit reports and as-

sociated recommendations.
b. Tracking management decisions and final actions.

c. Establishing accoimting controls over amounts due the
RTC as a result of costs disallowed by management.
d. Providing periodic reports to RTC senior management
and the RTC Thrift Depositor Board.

RTC managers at all levels will ensure completion of correc-

tive actions and submission of required supporting documenta-
tion in a timely manner. Those managers responsible for tak-

ing corrective actions will complete and sign an Audit Followup
Action Certification Statement Giereafter referred to as "certifi-

cation" or "certification statement"), certifying that all nec-

essary corrective actions have been taken and all necessary
documentation obtained."

With these audit followup procedures we believe that there are

adequate controls in place to ensure that any corrective actions re-

lated to RTC contracting are taken.

Q.7. Does the RTC provide information to potential buyers that is

sufficiently reliable and complete to encourage competitive bidding
for its assets?

A.7. Yes. While bidders may have experienced difficulties in the

past in locating complete asset specific information needed to for-

mulate their bid, these problems have been corrected with policy

changes £ind stricter requirements and procedures for asset prepa-
ration.

The RTC is dedicated to providing accurate and complete infor-

mation to potential purchasers of its assets. All bidders at auctions
and sealed bid events receive bidder information packages which
contain information about the assets, as well as the legal and fi-

nancing terms of sale. This ensures open, fair, and competitive bid-

ding since all potential purchasers have access to the same asset
information and know that they are bidding on the same terms.
This process also encourages participation by small investors who
have the capital to participate in RTC sales but would not have the
resources to perform their own due diligence of the assets or indi-

vidually negotiate sale terms with the RTC.
For example, Directive #10300.34, dated August 31, 1993, pro-

vides guidelines for preparing real estate owned (REO) for sale at
auction. The directive requires a complete due diligence package be
prepared before the auction which includes the following items:

(1) A preliminary title report;
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(2) An appraisal and/or broker's opinion of value for every asset
above $100,000;

(3) All necessary environmental studies and reports;

(4) A summary of all on-going or pending litigation; and
(5) An accurate survey.

Executive summaries, lease summaries (if applicable), operating
statements, physical, geographic, and economic summaries, and
other pertinent information on each asset are also provided. Bid-

ding instructions, a confidentiality agreement, the Terms and Con-
ditions of Sale, RTC financing guidelines, and a draft of the sales

contract are also included.

Most of the above information is also provided for REO sealed
bid sales and individual brokered sales. There is currently a direc-

tive in draft form entitled, "Preparing Real Estate Owned (REO)
Assets for Sale" that will officially expand the application of Direc-
tive #10300.34 to all REO sales.

Purchasers interested in acquiring mortgages and loans over

$250,000 in book value through the sealed bid and auction process
are provided with bid packages and due diligence information com-

parable to that which is provided to purchasers of REO assets.

They are also generally given access to the loan files. In addition,
the RTC provides limited representations and warranties to pur-
chasers of loans over $250,000 where appropriate.

Furthermore, the RTC encourages competitive bidding by broad

marketing of its assets. Depending on the type of initiative, mar-

keting brochures are prepared, bidders' conferences are scheduled
to answer bidders' questions on the offering, property inspections
are scheduled, and the sale is advertised in The Wall Street Jour-
nal as well as local and regional industry publications.

Q.8. The last RTC resolution of a failed thrift was in early Decem-
ber 1993. Why haven't there been any resolutions since December?
Your financial plan indicates you plan to resolve 43 of your cur-

rent 63 conservatorships before the end of this quarter. Do you ex-

pect to meet that schedule?

A.8. In order to provide a fair and open marketing of failed thrifts,
and to obtain the legislatively-mandated least cost resolution, the
RTC has developed a process of broadly advertising and soliciting

potential interested parties. A bidders meeting is then held and
adequate time is provided for bidders to complete due diligence.
The resolution process generally takes between 60 and 120 days.
The length of time will generally depend on the complexity of the
transaction and the amount of acquiror interest expressed.
The current round of resolution cases was necessarily delayed

until an initial determination could be made as to which institu-

tions would or would not be affected by the minority resolution pro-
visions of the RTC Completion Act. Only cases which did not have
either the entire institution or branches designated as being lo-

cated in Predominantly Minority Neighborhoods were included in

the initial cases marketed. As a result, our advertisement ran in

the December 23, 1993, Wall Street Journal and bid meetings
began in early January. Three resolutions took place on February
25, 1994.
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We were unable to meet the projections contained in our finan-

cial plan largely due to the delay in funding and the minority pro-
visions of the RTC Completion Act. The plan to resolve 43 institu-

tions by the end of the first quarter was initially prepared in early
October under the assumption that the legislation would be passed
soon thereafter. Since the legislation was not signed until early De-
cember it was impossible to reach this goal. In addition, at least

22 institutions have been delayed in order to develop and imple-
ment the Minority Resolution Program called for in the Act.

From December 1993 through March 31, 1994, 15 institutions

have been sold or paid off and an additional 14 institutions have
had bids accepted with resolutions scheduled.

Q.9. Are you aware of any significant differences in the asset dis-

position strategies of the RTC and FDIC? What are the differences?

A.9. The most significant differences in asset disposition strategy
between the FDIC and the RTC are as follows:

(1) Use of Securitization in the Disposition of Loans—The RTC
has relied more heavily than the FDIC on securitization as a
means of disposing of both performing and non-performing loans.

During the past year the FDIC has initiated a securitization pro-

gram for performing commercial loans secured by real estate; how-
ever, the FDIC has not yet attempted to employ securitization for

the sale of performing 1—4 family residential mortgages or non-per-

forming loans of any type.

(2) Use ofAsset Management Contractors in the Disposition Proc-

ess—With respect to real estate and non-performing commercial

loans, the RTC has generally assigned such assets to asset manage-
ment contractors which have been responsible for the management
and disposition of assigned assets. The FDIC has generally been in-

clined to manage and dispose of such assets using in-house staff.

(It should be noted that the FDIC's asset portfolio has a much
higher proportion of business and commercial loans not secured by
real estate, and is believed to have a higher proportion of loans
with balances under $1.0 million than the RTC.)
Otherwise the liquidation strategies of the FDIC and the RTC

are generally quite similar. Both attempt to expeditiously liquidate
assets acquired from failed institutions so as to maximize the net

present value recovery. Both dispose of real estate primarily via

brokerage sales, auctions, and sealed bid sales. Both dispose of

non-performing loans individually via loan modifications and com-

promise/sale/settlements. Neither holds assets for speculative pur-
poses, generally believing that a policy favoring holding assets (e.g.,

foreclosed land) would lead to continued large inventories of unsold

assets, larger staff, longer holding periods, greater holding costs,
and ultimately lower net recoveries.

A comparison of the Valuation, Asset Management, and Liquida-
tion PoHcies of the FDIC and the RTC was made in February 1992
for Mr, John E. Robson in the Treasury Department. See Attach-
ment C. The comparative data in Attachment A is believed to be
valid and accurate today.

Q.IO. In your view, has the Office of the Inspector (jeneral at the
RTC met its statutory responsibilities to independently review RTC



130

operations in an effort to detect and prevent fraud, waste, abuse,
and mismanagement in the thrift cleanup?
A.10. The RTC Inspector General was appointed by the President
with the approval of the Senate. In accordance with the Inspector
Greneral Act, he is under the general supervision of the RTC Chief
Executive Officer and the Chairman, Thrift Depositor Protection

Oversight Board. The Office of Inspector General consists of about
300 people nationwide, who primarily audit and investigate RTC
operations and contracts to detect ana prevent fraud, waste, abuse,
and mismanagement.
Undoubtedly, the Office of Inspector Greneral at the RTC faces a

difficult challenge. While the RTC has strived to carry out its stat-

utory mandate to clean up the savings and loan mess at a minimal
cost to taxpayers, almost every initiative has been subject to criti-

cism and, often, the critics are at odds with each other. The Office

of Inspector Greneral has had to perform its mission of audits and
investigations in this controversial, fishbowl environment.

Since it began in 1990, the Office of Inspector General's audit re-

ports have included over 1,000 recommendations to RTC manage-
ment for improved operations. Its investigations have resulted in

267 referrals to the Department of Justice; 116 RTC employee dis-

ciplinary actions; 88 contractor actions; 127 indictments, informa-

tion, and pretrial diversions; and 90 convictions. Also, the inves-

tigations resulted in fines of $410,552, restitution of $4.8 million,

monetary recoveries (including court-ordered civil) of $5.4 million,
and assets seized valued at $600,486.

In addition, many of Secretary Bentsen's reform initiatives at
RTC originated in part from Office of Inspector General reports
and recommendations. One noteworthy example has been the expo-
sure of contracting abuses and internal control breakdowns that
caused them. With the helpftil advice and assistance of the Office

of Inspector General, we have sought to strengthen these controls

and to stop abuses.
In view of the above achievements, the Office of Inspector Gen-

eral has fulfilled its statutory responsibility to independently re-

view RTC operations. The Senate Subcommittee on VA, HUD, and
Independent Agencies, Committee on Appropriations, which is re-

sponsible for appropriating fimds for the Office of Inspector Gen-
eral, reported last year that:

"The Committee believes the RTC Inspector Greneral, and his

office, have done an outstanding job in auditing one of the most
difficult agencies to monitor in the Federal Government."

RESPONSE TO WRITTEN QUESTIONS OF SENATOR KERRY

PLS

Q.l. I have had continuing concerns about the effectiveness of
RTC's investigation and prosecution of cases agmnst S&L wrong-
doers from 1992 through the present, especially in Texas. Your let-

ter to the Committee of February 10, 1994, stated that the Profes-

sional Liability Review Team you sent to Dallas following the Sep-
tember 23, 1993, hearing of this Committee on the RTC inter-

viewed over 50 people in Texas and Washin^^n, DC in connection
with the concerns raised during the hearing about Texas PLS
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cases. Your letter stated that they had "provided their initial find-

ings" to you. Please describe in detail such initial findings, and in

your response, please address the following issues:

• a. The name, title, and location of each person interviewed and
a summary of each of their statements to the review team;

• b. A list of all concerns or problems identified by such persons
and as to each concern, state the following:

(i) The number of people that identified such concern or prob-

lem;
(ii) Whether Treasury believes that such a problem or concern
existed or still exists;

(iii) Describe with particularity what corrective actions have
been or will be taken with respect to the problems or concerns.

• c. Whether Treasury believes that any current RTC or FDIC
manager contributed to the problem because of poor management
or for other reasons, and if so, what action Treasury has taken
to hold such persons accountable for their acts or omissions,

A.1. The report of the Review Team (which is, as former Interim

CEO Roger Altman informed you by letter of February 10, 1994,

comprised of attorneys from the Department of Treasury, investiga-
tors from United States Secret Service and one investigator and
one attorney from the RTC, all working under the auspices of the

RTC) is nearing completion. Upon its completion in the near fu-

ture, and review by me Acting CEO, a copy will be forwarded to

the Committee and made public.
In regards to your request for the specific documents prepared bv

the Review Team, given the fact that the Report is not yet final,

it would be premature to discuss any preliminary findings or to dis-

close portions of the Team's work product. However, we are pres-

ently reviewing the Team's documentation for disclosure and will

be able to make certain of the documents that you requested, such
as the December 6, 1993, memorandum from Interim CEO Altman,
available to you by the end of the week.
Your request for copies of the interviews presents an entirely dif-

ferent problem. The Review Team promised all interviewees total

confidentiality, without which the full cooperation of the inter-

viewees would never have been achieved.

Consequently, we must decline to make information pertaining
directly to the interviews available to the Committee. At the time
the Report is sent to the Committee and is made public, we will

commence a review of all of the Team's work papers provided to us
and promptly determine what other information may be appro-

priately disclosed.

PLS
Q^. Texas accounted for over 41 percent of all S&L losses nation-

ally. Please describe in detail the RTC's professional liability efforts

on failed Texas S&L's, and in your response, address the following
as to each failed S&L in Texas that was ever in RTC's control:

• a. The name, location, and size of the S&L and the date it failed;
• b. Identify each Professional Liability recovery with respect to

the S&L and as to each such recovery, identify the following:

(i) the amount and date of recovery;



132

(ii) the name of the defendant and the type of claim.

• c. The number of administrative subpoenas issued by the RTC
in investigating the S&L and, as to each subpoena, state the date
of issuance and the attorney that issued the subpoena.

• d. Identify each Professional Liability lawsuit filed according to

court, case or action number, defendant, date of filing, and sta-

tus.
• e. Identify each and every Professional Liability attorney and

line investigator ever assigned to the S&L and the dates of their

responsibility.
• f. Identify the date of any Professional Liability investigations

that were closed out by the RTC, the type of investigation closed

out, and the reason for the close out.

A.2. Before responding to your questions in this area, it is impor-
tant to note that while failed Texas thrifts have accounted for a

large portion of loss funds expended by the RTC, they have not ac-

counted for 41 percent of the loss. The most recent estimate of loss

funds expended by the RTC in Texas is $25.4 billion (no more
Texas expenditures are anticipated). This is roughly 31 percent of

the estimated $83 billion in loss funds the RTC has expended to

date, and 28 percent of the estimated $92 billion in loss funds the
RTC currently expects to expend before it sunsets.

a. See Attachment D for a list of the 137 failed thrifts under the
RTC's control which are located in the State of Texas.

b. As of 2/28/94, RTC PLS has recovered more than $156,620
million for failed Texas S&L's. See Attachment E.

c. See Attachment F for a list of the 1,006 administrative subpoe-
nas issued by RTC PLS attorneys for failed Texas thrifts. Since
this material is being made public, we have listed the attorneys re-

sponsible under a code. If the Committee would be interested in the
names of the individual attorneys, we will provide them upon re-

quest.
d. See Attachment G for a list of 53 RTC PLS offensive lawsuits

filed in Texas S&L's.
e. The RTC's tracking system eliminates the name of the pre-

vious attorney and investigator when a new assignment is made.

Therefore, this information is not readily available.

f. We are unable to respond to this request for several reasons.

The recent extension of the FIRREA statute of limitations, accom-

panied by the "revival" of some claims on which the original three

year limitations period had expired, has caused the RTC to under-
take a systematic re-review of affected claims. The release of a list

of individuals or firms who were previously investigated but not
sued might compromise the RTC's ability to prosecute such revived
claims if they are found to be meritorious based on information
now available.

The RTC is also greatly concerned about the basic unfairness as-

sociated with the release of a list that would include persons who
were potential or actual subjects of an investigation. The potential

damage to the reputations of individuals or firms who were "inves-

tigated," even though they did not become the focus of any civil ac-

tions initiated by the RTC, is obvious. The RTC believes that any
attempt to create such a list would have the potential to cause im-
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necessary public humiliation of persons and firms who were not
found to have engaged in wrongdoing.

Q.3. Please identify the percentage of recovery on S&L losses from
failed S&L's in Texas by the RTC, and the percentage of recovery
on S&L losses from failed S&L's outside of Texas, so as to provide
comparative recovery rates. In the event that there is a disparity
between these recovery rates, please provide your best explanation
for this difference.

A.3. As of February 28, 1994, the RTC has resolved 683 institu-

tions; 137 of these institutions were in Texas. The Texas institu-

tions required outlays of $44.1 billion to meet the Government obli-

gation to depositors. We currently estimate that these institutions

will cost the taxpayers $25.4 billion. Thus we anticipate recovering
about 43 percent of our resolution outlays for Texas institutions.

For the 546 institutions outside of Texas, outlays were $153.3 bil-

lion. Anticipated losses were $56 billion. For institutions outside of

Texas, we anticipate recovering about 63 percent of the resolution

outlays.
Note that these figures do not represent the recovery rate on

RTC asset sales from Texas institutions. Instead they represent the
total result of all items that affect the cost of resolving these insti-

tutions: net worth at takeover, asset sales and operating costs prior
to resolution, restitution and other income, RTC expenses, and
holding costs for the assets (allocated FFB interest). From incep-
tion through January 31, 1994, total RTC asset sales and collec-

tions for Texas institutions have been $43.1 billion, or 76 percent
of book value. For institutions outside Texas, the analogous recov-

ery rate was 92 percent.
There are several reasons why these institutions suffered great-

er-than-average losses. Of the 137 Texas institutions, 90 were
taken over in 1989. At that time, there was a significant backlog
of bankrupt institutions that had been allowed to continue operat-
ing because the Federal Savings and Loan Insurance Corporation
(FSLIC) was insolvent. By allowing these institutions to continue

operating while insolvent, losses increased.
In addition, the Texas economy suffered a protracted downturn

in the 1980's, and this in turn led to a serious deterioration of the
real estate markets in Texas. Because thrifts were so heavily in-

volved in real estate markets, this had a significant effect on Texas
recoveries.

Recoveries From Contractors

Q.4. The GAO had repeatedly testified that the RTC's handling of
contractors invited waste, fraud, and abuse. These conclusions were
reiterated by the whistleblowers who testified before the Commit-
tee on September 23, 1993, and so to some extent, by the RTC's
IG. Please identify the total amount of contracts that RTC has en-
tered into to date.

A.4. During the period August 1, 1989, through March 23, 1994,
RTC awarded a total of 132,408 contracts, valued at approximately
$3.97 billion. A general breakdown of these awards, by organiza-
tional entity, is as follows:
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ie Taylor, Debbie Sherrill, Hans Mangelsdorf, Sandra Crisman, and
Michael ICoszola. At the hearing you specified the steps you under-
took to insure that the whistleblowers would not suffer retaliation

as a result of their testimony. In practice, how effective have these

steps proven to be? What additional steps might be taken? Do you
believe the RTC has been generally effective m protecting whistle-
blowers? Please include in your answer any facts relied upon by
you in responding to this question.

A.6. The RTC took steps to protect employees who testified before
the Congress on September 23, 1993, from retaliation. Those steps
were effective, and included the establishment of the Employee
Ombudsman program which augmented the RTC OIG and provided
employees with a means of gaining the CEO's personal attention.

The Employee Ombudsman office maintains a hotline to accept
telephone calls from employees who want to report instances of

fraud, waste, abuse, and retaliation to the Employee Ombudsman.
Under the program, the CEO receives weekly updates on the activi-

ties of the Employee Ombudsman office. By memorandum dated
October 4, 1993, former Interim CEO Roger Altman informed all

RTC employees that retaliation for whistleblowing activities would
not be tolerated and that he was committed to protecting employ-
ees who had in fact "blown the whistle" on inappropriate activities.

The RTC OIG in turn strengthened its policy and procedures for

handling employee allegations of retaliation and further encour-

aged the reporting of waste, fraud, and abuse.

Generally, the RTC has been effective in protecting whistle-
blowers from retaliation. While certain personnel actions nave been
taken with respect to some of the employees that testified before
the Senate on September 23, 1994, those actions were carefully re-

viewed to ensure that they were neither prompted, nor in any way
affected by the employees' testimony before the Senate.
As to the employees you have specifically inquired about, the fol-

lowing personnel actions were taken for the reasons specified:

Bruce Pederson and Jackie Taylor

Mr. Altman denied grievances filed by current RTC attorneys
Bruce Pederson and Jacqueline Taylor after determining that they
were not

subjected
to retaliation as they had alleged. While there

is no doubt that thev raised important matters to the attention of
the Congress, an independent contractor, retained as an investiga-
tor and grievance examiner, found no evidence of harassment or re-

taliation against either Mr. Pederson or Ms. Taylor. In fact, after

interviewing 22 witnesses and reviewing relevant documents, the
contractor grievance examiner found that not one witness identified

by the grievants could corroborate allegations of harassment or re-

taliation. After reviewing all the material, including the examiners'
report, Mr. Altman agreed with the examiner's recommendation
and denied the grievances.

Debbie Sherrill

An employee under temporary contract in the RTC Atlanta Of-

fice, Debbie Sherrill, was non-renewed due to documented and re-

peated instances of poor performance occurring during the year
prior to her testimony before the September 1993 Senate hearing.



136

Hans Mangelsdorf

Mr. Mangelsdorf from RTC's California office has claimed that
his performance rating was lowered as a result of his testimony.
The RTC Office of Human Resources Management spoke with Mr.
Mangelsdorf and his supervisors and was satisfied that the per-
formance problems raised by Mr. Mangelsdorfs first line supervisor
were legitimate and not motivated by Senate testimony.

Sandra Crisman

Allegations regarding the lowered performance appraisals for Ms.
Crisman were made prior to her Senate testimony last September
and were part of her Equal Employment Opportunity complaint of
sexual discrimination filed in 1992. Ms. Crisman was represented
by counsel and agreed to settle her case with the Corporation.

Michael Koszola

An Office of the Inspector General agent, Michael Koszola, was
removed for misconduct based on evidence obtained through an in-

vestigation that was formally initiated in December of 1992. The
employee has appealed that removal to the Merit System Protec-
tion Board, and a hearing is scheduled to be held before an Admin-
istrative Judge on May 9, 1994.

Q.7. RTC whistleblowers who testified on September 23, 1993, de-
scribed a pervasive environment of discrimination, harassment,
and ethical and personnel violations by RTC managers at RTC re-

gional offices in California, Colorado, Dallas, and Atlanta.
Please provide a list of EEOC complaints filed against RTC man-

agers, including the date each such action was filed, the site of
each office involved in each such action, the position of each person
cited in each action, the outcome or status of each such action, and
in each case in which an RTC employee was found to have engaged
in discrimination, the sanctions, if any, imposed on that employee
by the RTC.
A.7. See Attachment H which includes a list of EEO complaints in-

cluding a summary for the requested offices.

Q.8. News reports indicate that several Federal court decisions per-

taining to State doctrines of adverse domination jeopardize a sig-
nificant portion of RTC and FDIC professional liability litigation.
The decisions include FDIC v. Cocke, WL409547 (4th Cir., Oct. 15,

1993), FDIC V. Dawson, No. 92-2460 (5th Cir., Oct. 21, 1993), RTC
V. Everhart, BLLR Dec. 10, 1993, and FDIC v. Allison (DC Ntexas,
No. 6-93-CV-59, Jan. 24, 1994). There are reports that these deci-

sions will adversely affect forty to fifty percent of the FDIC's and
RTC's existing PLS caseload. Please

provide
the Committee with

an analysis of the effect these and related decisions may have on
RTC professional liability litigation; in particular, litigation in the
States of Texas and Virginia. The analysis should include the per-

centage of existing cases, the percentage of existing potential recov-

eries, and the dollar amount of existing potential recoveries placed
in jeopardy.
A.8. The recent decisions in Cocke and Dawson address an issue
that is critical to the RTC's ability to assert claims against direc-



137

tors and officers who have caused damage to failed federally in-

sured thrifts. Courts have held RTC can only sue on behalf of a
failed thrift if the thrift itself could have sued immediately before
the RTC was appointed. Tj^ically, many of the misdeeds of direc-

tors and officers that cause a thrift to fail occur several years be-
fore the thrift is finally closed. Naturally, the wrongdoers who con-
trol the thrift do not allow it to file suit against themselves during
the time allowed under State statutes of limitation.

Adverse domination refers to these circumstances in which the

wrongdoers control the thrift's ability to assert the claims. Their in-

terests are "adverse" to the corporation, because they do not want
to be held liable. Through their "domination" of the corporation,
they can serve those adverse interests, at the corporation's expense,
by preventing it from filing suit.

RTC has argued that this adverse domination by wrongdoers
should stop the statute of limitations from running, thereby pre-
serving the thrift's claims until RTC is appointed. Until recently,
the courts overwhelmingly agreed with this position. Applying ad-
verse domination either as Federal law or as law the particular
State would likely adopt, most courts held the statute of limitations
did not begin to run until a "disinterested majority" of innocent di-

rectors was in control of the thrift, or, if that never happened, until
RTC was appointed.

Last fall, two Federal appeals courts said Federal law did not

apply and predicted that the relevant States would apply very re-

strictive adverse domination-type rules. These decisions may allow

many directors and officers of failed thrifts to escape responsibility
for damage they caused, on the theory that it was already too late

to sue them when RTC took over.
In FDIC V. Dawson, 4 F.3d 1303 (5th Cir. 1993), the court held

that Texas law controlled whether adverse domination preserved a
national bank's claims against its directors and officers. The court
said Texas law was "sparse" on the subject, but it "predicted" that
Texas courts would not apply adverse domination unless a "cul-

pable majority" of the board "have been active participants in

wrongdoing or fraud." The court reserved judgment about just how
culpable the majority must be, except it predicted that Texas law
would hold that "mere negligence" is not "culpability," even if that

negligence consisted of the majority of the board overlooking fraud
or other wrongdoing by officers or other board members.

In FDIC V. Cocke, 7 F.3d 396 (4th Cir. 1993), the court also held
that State law controlled whether adverse domination would apply
to claims against a State chartered, but federally insured thrift. It

predicted that under Virginia law, the rimning of the limitations

period would not be tolled even if all the directors were implicated
in wrongdoing, unless they actively "concealed" the wrongdoing.
The Dawson and Cocke decisions endanger nearly all of RTC's

claims in Texas and Virginia. At present, RTC has pending 13 di-

rector and officer cases in Texas seeking more than $1.1 billion in

damages and 2 cases in Vir^nia seeking $37 million in damages,
all of which are endangered by these decisions. In addition, vir-

tually all of RTC's potential claims arising out of failed institutions
in Texas and Virginia could be affected. Finally, many other RTC
claims could be affected if other Federal courts follow the approach
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adopted in Dawson and Cocke. In addition, the same problems are

posed for FDIC, and it reports that numerous FDIC cases against
directors and officers of failed banks are in jeopardy.
The Dawson and Cocke decisions may also make it impossible to

pursue claims for ctoss negligence and fraud under the recent
amendments extending the time for RTC to file such claims until

December 31, 1995. If the courts refuse to apply adverse domina-
tion, even though the wrongdoers were in charge of the thrift, in

many cases they are likely to hold that the State limitations period
expired before RTC was appointed, and that the limitations ex-

tender does not "revive" the claims.

Congress should establish the common-sense adverse domination
rule as a matter of Federal law in the case of failed federally in-

sured thrifts. Wrongdoers who controlled a thrift should not be able
to avoid liabilitv simply because they prevented the thrift from tak-

ing action while they controlled it. To accomplish this, Congress
should amend the FIRREA statute of limitations, 12 LJ.S.C.

§ 1821(d)(14), to provide that claims against defendants who, indi-

vidually or with others, control a failed thrift will be preserved for

RTC (or FDIC) as receiver, regardless of State law.

Question—Attachment 1: Provide all documents created on or
after September 24, 1993, referring to any of the testimony taken

by the Senate Committee on Banking, Housing, and Urban Affairs

on September 24, 1993.

Answer—^Attachment 1: The RTC conducted an inquiry as to

each identifiable allegation made during the September 24, 1993.
Senate hearings. The results of those inquiries were incorporated
into several formatted versions. Because those responses detail per-
sonal information about the witnesses £ind other third parties,
some of whom are or were employed by the RTC, we do not think
that it is appropriate to include these documents for the public
record. However, in ftirtherance of the Committee's oversight role,
we will make those final responses available for review by Mem-
bers of the Committee staff. We hope that the staff will respect the

personal nature of the information contained in the responses and
keep confidential the information that is reviewed. Please have the
Committee's staff contact Peter Knight, Director, Office of Govern-
mental Relations, to set up a time convenient for this review.

In addition to the final responses prepared by the RTC, we are
aware that the Department of Treasury may have responsive mate-
rial. We have asked the Department of Treasury to review their

files and to inform us whether they located any responsive docu-
ments. We will make the Committee's staff aware of Treasury's an-
swer.

Question—Attachment 2: Provide the undated memorandum en-

titled "Dallas Professional Liability (PL) Program Review," which
identifies objectives, personnel, review plan, and report plan.

Question—^Attachment 3: Provide a memorandum dated Decem-
ber 6, 1993, from RTC Interim CEO Roger Altman to John Lomax
and Arturo Vero Rojas on the subject of the visit to Dallas by Pro-
fessional Liability Section Review Team.

Question—^Attachment 4: Provide an undated document entitled

"Questionnaire for Dallas Professional Liability Section Review
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Team" and an undated document entitled "Suggested Revisions to

Questionnaire for Dallas PLS Review Team."

Question—Attachment 5: Provide handwritten notes of inter-

views by Review Team members.

Question—^Attachment 6: Provide memoranda of interviews, in-

cluding any written documents provided by interviewees, plus
drafts of memoranda of interviews and typewritten interview notes

by Review Team members.

Question—Attachment 7: Provide any document entitled "Dallas

RTC Professional Liability Program Review Preliminary Findings."

Question—^Attachment 8: Provide any document entitled "Dallas
PLS Policy Regarding Communications Between Investigators and
Fee Counsel," with attachments.

Question—^Attachment 10: Provide all drafts of the Review Team
report to Mr. Altman.

Question—Attachment 11: Provide a list of institutions identified

by interviewees to the Review Team as requiring additional review.

Answer—^Attachments 2 through 8, 10, and 11. (See Answer
to Attachment 9 below): The report of the Review Team (which

is, as former Interim CEO Roger Altman informed you by letter of

February 10, 1994, comprised of attorneys from the Department of

Treasury, investigators from United States Secret Service and one

investigator and one attorney from the RTC, all working under the

auspices of the RTC) is nearing completion. Upon its completion in

the near ftiture, and review by the Acting CEO, a copy will be for-

warded to the Committee and made public.
In regards to your request for the specific documents prepared by

the Review Team, given the fact that the Report is not yet final,
it would be premature to discuss any preliminary findings or to dis-

close portions of the Team's work product. However, we are pres-

ently reviewing the Team's documentation for disclosure and will

be able to make certain of the documents that you requested, such
as the December 6, 1993, memorandum from Interim CEO Altman,
available to you by the end of the week.
Your request for copies of the interviews presents an entirely dif-

ferent problem. The Review Team promised all interviewees total

confidentiality, without which the full cooperation of the
interviewees would never have been achieved.

Consequently, we must decline to make information pertaining
directly to the interviews available to the Committee. At the time
the Report is sent to the Committee and is made public, we will

commence a review of all of the Team's work papers provided to us
and promptly determine what other information may be appro-
priately disclosed.

Question—Attachment 9: Provide all RTC directives on criminal

referrals, including but not limited to directives dated June 17,

1993, and September 27, 1991.

Answer—^Attachment 9: Attachment I includes the two directives

requested above and other documents referencing criminal refer-

rals. Please note that the September 27, 1991, directive was super-
seded by the January 22, 1992, publication of the Conservator's Op-
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erating Manual. Relevant information from the Manual is also at-

tached.

RESPONSE TO WRITTEN QUESTIONS OF SENATOR D'AMATO
FROM ROGER C. ALTMAN

Q.l, The RTC has made only sparing use of public auctions and ap-
pears to have used the services of a limited number of auction com-
panies.
What is the RTC's experience with auctions to date? Should the

RTC use more auctions and also use more auction companies, par-
ticularly smaller firms?

A.1. Since its inception, the RTC has made extensive use of auc-
tions to dispose of a wide variety of assets encompassing all types
of REO assets including land, commercial properties, residential

properties, and residential affordable housing properties. Auctions
are also employed to dispose of furniture, fixtures, and equipment
such as office nimishings, typewriters, and computers. In addition,
auctions are also used to dispose of most types of non-performing
loans including mortgages secured by residential properties, home
equity loans, construction and land loans, and commercial mort-

gages as well as unsecured loans such as credit card loans. Auc-
tions have also been used to sell judgments and charge-offs.

Through year end 1993, the RTC has held approximately 435
real estate auctions representing a book value reduction of approxi-
mately $3.8 billion and the sale of approximately 20,000 pieces of

real estate. Over 80,000 bidders have attended our real estate auc-
tions.

Furthermore, RTC has held 16 nationally advertised auctions of

non-performing loans representing a book value reduction of over

$2.7 billion. Over 750 bidders have attended our loan auctions. In

addition, RTC has held 338 auctions of furniture, fixtures, and
equipment ("FF&E"). Unfortunately, detailed statistics on FF&E
auctions are not maintained because of the small book value of the
asset sold.

The RTC is dedicated to continuing its auction programs. This is

reflected in its policies, procedures, and staffing. Field offices are

encouraged to employ auctions to dispose of real estate and FF&E
wherever it would maximize the net value return to the RTC. Fur-

thermore, the RTC business plan identifies the National Loan Auc-
tion Program as the most desirable method to dispose of non-per-
forming single-family mortgages.
The RTC s dedication to auctions is also evidenced by its cor-

porate chart and staffing. In January 1991, the RTC established an
auction department in uie National Sales Center for auction poli-

cies, procedures, and staff training. Furthermore, each field office

is staffed with a real estate and loan auction coordinator.

Nevertheless, even though the RTC is dedicated to the use of

auctions to dispose of assets, it is necessary to recognize that as the
number of assets diminish, so will the number of auctions and,
therefore, the requirement to contract with auctioneers. For exam-
ple, in 1992, RTC had 225 auctions representing a book value re-

duction of $1.6 billion while in 1993 RTC had only 86 auctions rep-

resenting a book value reduction of $720 million. There simply is



141

less work for auctioneers than there was 2 years ago as the asset
base diminishes.
Our efforts to encourage the use of smaller local auctioneers have

been concentrated in two areas: maintaining lists of smaller, local

auctioneers on a field office basis, particularly for auctions of fur-

niture, fixtures, and equipment (FF&E); and encouraging larger,
more experienced firms to employ minority- and women-owned
businesses through special outreach programs and bonus point sys-
tems in RTC's contracting process.
While the RTC encourages the use of smaller, local auction com-

panies, it must also follow established contracting policies and pro-
cedures as well as internal control guidelines.
The RTC has utilized many local auction firms in the past. Each

field office maintains contractor source lists for expediting contract-

ing services which have an overall fee of less than $50,000. Many
smaller auctions, especially auctions of FF&E, are contracted in

this manner. Persons who are interested in participating are di-

rected to the appropriate personnel in the field offices.

In addition, in order to facilitate the contracting process, the
RTC has instituted Task Order Agreements CTOA's") whereby pre-
approved firms can submit proposals for specific task orders. These
firms were selected through an open, competitive Solicitations of
Services. There are several national TOA's that can be utilized by
any RTC office. There are ten firms which have been approved
under this system to perform auctions for assets under $1.5 million
and residential product, which is not part of the Affordable Hous-
ing Program. There are three other TOA's which include lists of
contractors pre-approved to sell affordable housing (11 firms); com-
mercial real estate over $1.5 million (13 firms); and financial in-

struments (11 firms).
Certain field offices have also instituted their own TOA system.

For example, the Atlanta office has contracts with fourteen firms
to perform real estate auctions on a task order basis in eight
States. Half of the firms have been approved for sales under $2.5
million while the other firms have been pre-approved for real es-

tate sales over $2.5 million.

Recent requests for task order solicitations have been advertised
for a minimum of five days in the Commerce Business Daily
("CBD"). This is a daily publication which announces inquiries and
solicitations for Grovernment contracts. The announcements include
a brief description of the services to be delivered and the qualifica-
tions necessary to be able to deliver the services. This is a public
journal available by subscription and is also available at many pub-
lic libraries. Any interested party may respond to a solicitation ad-
vertised in the CBD.

In addition to specific contracting programs, staff members of
both the RTC's National Auction Department and Small Investor

Program have met with representatives of the National Auction As-
sociation (NAA) to outline what steps could be developed to include
as many qualified auction contractors as possible in RTC work.
These discussions have focused on such items as the employment
of local auction contractors who have an office within the general
location of the sale and determining appropriate qualification
standards. As an example, the RTC would prefer to use only State
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sanctioned firms, but only 26 States even require auctioneers to be
licensed.

Finally, as new solicitations are being conducted, we encourage
larger firms to joint venture or sub-contract with smaller firms.
This is particularly true in the area of minority- and women-owned
businesses (MWOB's). The RTC is committed to modifying new con-
tracts which would include MWOB participation with larger experi-
enced firms, especially for larger, more complex auctions. In evalu-

ating proposals, additional consideration is given to firms who sub-
mit their sub-contracting plan with MWOB participation. RTC also

coordinates with the National Auction Association (NAA) to ensure
that smaller auction companies are aware of these opportunities.
The RTC makes extensive use of auctions to dispose of many

hard-to-sell assets including real estate, non-performing loans, and
FF&E. Based on the RTC Business Plan, which included an analy-
sis of the best execution for assets, the RTC is making proper use
of auctions. Furthermore, as discussed above, the RTC has encour-

aged the use of smaller, local auctioneers, wherever appropriate,
through advertisements, maintaining lists of local auctioneers for

local auctions, and outreach through the NAA and RTC's Minority-
and Women-Owned Business Program.

RESPONSE TO WRITTEN QUESTIONS OF SENATOR BOND
FDIC and RTC Procedures

Q.IA. Mr. Altman, the FDIC and RTC have a stated duty to each

receivership and conservatorship and to the taxpayers to maximize
recoveries from any viable source, including directors and officers,

accountants, legal counsel, appraisers, and insurance policies cover-

ing their professional conduct. As I understand it, both the FDIC
and RTC conduct an investigation into every institution in its case-
load to determine potential civil recoveries and whether criminal
conduct contributed to the failure. Moreover, an investigator will

conduct a preliminary review of financial records, and then will

submit a post-closing report within 90 days of the failure of the in-

stitution. The purpose of the report is to determine which potential
claims can be terminated and which merit further investigative re-

sources. If termination is recommended, written reasons for the
termination must be given and approved. If a recommendation to

sue is made, the investigator must prepare an "authority to sue"
memorandum. A referral is then made to the relevant agency, such
as the U.S. Attorney for the Department of Justice.

A.1JV. Before addressing specific questions on the Professional Li-

ability Section, it is helpful to review and clarify the processes em-
ployed by the RTC. First, the general process used to identify, in-

vestigate, negotiate, and settle professional liability actions in-

volves RTC investigators, RTC attorneys, and their outside counsel

reviewing the records accumulated by a failed institution, talking
with witnesses, voluntarily and under subpoena; examining reports
of thrift examiners, auditors, and attorneys employed by the failed

thrift and, where appropriate, retaining experts to examine trans-
actions and documents. The RTC increasingly is utilizing its ad-
ministrative subpoena powers to discover information from and
about targeted individuals in order to obtain more information
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about their activities and financial resources. Ultimately, all of this

information is evaluated in a variety of ways.
Litigation risk analysis is performed by outside counsel and in-

house attorneys in order to assess the strength of the RTC's claims
and the likelihood that a successful outcome can be achieved. Po-
tential damage recoveries are assessed and compared with avail-

able resources in order to determine whether actual recovery is

likely if claims are successfully asserted. The costs and expenses of

pursuing the claims are estimated and reviewed by the RTC staff.

If, after all of these investigations, estimates, and calculations,
the staff attorney and investigators believe that there is a substan-
tial likelihood that a claim may be asserted, successfully and cost-

effectively, a formal recommendation is made by the RTC attorney.
This recommendation is reviewed by senior officials in the Division
of Legal Services and the business side of the RTC. If all concur
in the analysis and recommendation, a civil action is approved.
Contrary to the assertion made in the above statement, there is

no requirement that preliminary review of possible claims be com-
pleted within 90 days although in some offices that became a gen-
eral goal when the pace of institution closings slowed to a more
manageable level and backlogs were reduced. Over 272 institu-

tions, eventually placed under RTC control, failed before RTC came
into existence. Madison Guaranty was, of course, one among this

group.
The other misconceptions in the statement are the process for

recommending suit and the notion that such suits are referred to

the Department of Justice. As stated above, all recommendations
to pursue claims through litigation are prepared by Professional Li-

ability Section attorneys and their supervisors; they are not written
or prepared by investigators. Professional liability cases, if ap-
proved, are referred in virtually every case to outside counsel re-

tained by the RTC, not the Department of Justice. On only two oc-

casions has the RTC, acting through a Memorandum of Under-
standing with the Department of Justice, Civil Division, referred

professional liability matters to the Department of Justice. Neither
of these matters is currently in litigation.
The primary mission of the RTC is to obtain recoveries for the

American
taxpayer by pursuing, in a cost-effective manner, civil

claims possessed by institutions under its control. The RTC does
not enforce or prosecute criminal laws. If, however, in the course
of conducting its civil claim investigations, information is uncov-
ered which raises a reasonable suspicion that criminal misconduct
occurred, that information is placed into a criminal referral and
forwarded to appropriate law enforcement authorities.
Whenever an investigator, attorney,

or contractor performing
work for the RTC discovers "suspected criminal activity/' that per-
son must prepare a criminal referral, using the standard Criminal
Referral Form, in accordance with the instructions on that form
and RTC guidelines. For purposes of making a referral, "suspected
criminal activity" means that there is a reasonable basis to believe
that a crime has or may have been committed, i.e., there is evi-

dence of wrongdoing or a factual basis for the belief Once prepared
in draft form, criminal referrals are reviewed by RTC Investiga-
tions and Legal Division Criminal Coordinators ("RTC Criminal
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Coordinators") after which they are dehvered to the U.S. Attorney,
FBI, or other appropriate criminal law enforcement agency.^
Copies of significant criminal referrals are sent to the Office of

Investigations in Washington, DC. Significant referrals are those
which qualify as "major" cases under DOJ guidelines: (1) loss due
to apparent criminal conduct is $100,000 or more; (2) the apparent
criminal conduct involves a director, officer, professional (i.e., attor-

ney), or shareholder of the institution; and (3) any other compelling
reasons (e.g., the apparent misconduct is part of a pattern or prac-
tice involving other financial institutions or the scheme or suspects
pose a threat to operating financial institutions). Official file copies
of all referrals are retained in the field office. All referrals are con-

sidered sensitive and must be handled with appropriate confiden-

tiality and care.

The RTC's Criminal Coordinator Program serves as the agency's
liaison with criminal law enforcement agencies. Filing the criminal
referral is just the first step for the RTC. After criminal referrals

are made, the RTC's Criminal Coordinators communicate on a reg-
ular basis with local U.S. Attorney's Offices, the FBI, or other law
enforcement agencies to determine the status of the referral and to

ensure that supporting documentation and other information has
been provided. For example, RTC staff frequently assists the De-

partment of Justice in calculating damages caused to failed finan-

cial institutions. RTC Criminal Coordinators remain active in the

process through the sentencing process, at which time RTC re-

quests criminal restitution in appropriate cases.

RTC Investigations personnel in some offices did conduct addi-

tional investigations into possible fraud or civil forfeiture claims at

institutions which were not a part of the professional liability in-

vestigation described. This was not a program which affected every
RTC institution, and it has resulted in additional criminal refer-

rals.

Q.1J3. Was this the procedure followed by the RTC with regard to

Madison Guaranty?
A.l£. The Madison Guaranty civil claim investigation and the

prosecution of a claim against the institution's auditors were ini-

tially conducted by the FDIC Legal Division and FDIC Investiga-
tions. These matters were concluded before there was a separate
RTC Legal Division, but it appears that the procedures described

above were followed. There was a subsequent investigation into

possible fraud claims by RTC Investigators. For additional informa-

tion, see Attachment J "Madison Guaranty Savings & Loan: Chro-

nology of Significant Events."

Q.l.C. Are these referrals maintained as records at the RTC? If so,

will you authorize the release of these memoranda to this Commit-
tee?

A.I.C. As stated, copies of all criminal referrals prepared by RTC
personnel are retained by the agency.

^Each RTC field ofHce has a designated Legal and Investigations Criminal Coordinator who
has been trained in criminal issues which the RTC frequently encounters. RTC policy requires
the Coordinators to work closely together to ensure that the appropriate law enforcement agen-
cies receive maximum cooperation from RTC in pursuing the investigation of the criminal refer-

rals.
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It has been the standard poHcy of the RTC not to release crimi-
nal referrals to Congress.

Q.IJD. What records will you provide to this Committee and under
what circumstances?

A.1JD, It is difficult to answer such a broad, general question. Suf-
fice it to say that the RTC has supplied this Committee and its

staff with thousands of pages of material over its lifespan. These
records have touched on virtually every area of the RTC s work, in-

cluding professional liability civil investigations and cases. In-

cluded within these submissions have been numerous privileged
and confidential matters which have been reviewed with Commit-
tee staff under agreements that their contents would remain con-
fidential. Criminal referrals, however, involving possible investiga-
tions into matters which have become the responsibility of the De-
partment of Justice are not among the documents we have re-

leased.

Q.l£. I would like you to provide a legal opinion for the record de-

scribing fullv the jurisdiction of the Committee with regard to RTC
records, such as criminal referrals. For example, are there special
waivers available for the Committee of jurisdiction?
A.l£. As stated, it is the policy of RTC not to disclose criminal re-

ferrals or information about tneir preparation on an institution-

specific basis. There are a number of reasons for this practice:
It is of critical importance to protect the integrity of an ongoing

investigation. The disclosure of any information concerning a crimi-
nal referral {e.g., the name of the suspect, the transaction at issue,
sometimes even the name of the institution) may serve to alert a
suspect that an investigation may be pending, and enable the sus-

pect to conceal or destroy evidence, conceal or dissipate the pro-
ceeds of the crime, fabricate evidence, or otherwise impede the in-

vestigation. For this reason, RTC generally asks that inquiries con-

cerning criminal investigations be directed to the Department of
Justice.

It is the policy of RTC and of the supervisory agencies to strongly
encourage the early detection and reporting of suspected criminal

activity. For that reason, open institutions are required to file a re-

port of suspected criminal activity even when the ground for sus-

picion is much less than "probable cause" or any other ground for

judicial action. Open savings associations are required to make
criminal referrals in respect of "all matters, including unexplained
losses, for which there is a known factual basis or a belief that a
crime has been or may have been committed." 12 CFR § 563.180(d)
(emphasis added).^ Also see 12 CFR § 21.11(b) (Federal Reserve
Board; known or suspected violation or potential violation) and
§208.20 as amended, 58 Fed. Reg. 47208 (September 8, 1993)

* At the end of October 1992, Congress enacted amendments to the Bank Secrecy Act under
which the Secretary of the Treasury might "require any financial institution, and any director,
officer, employee, or agent of any financial institution, to report any suspicious transaction rel-
evant to a possible violation of law or regulation." Pub. L. No. 102-550, § 1517(b), codified at
31 U.S.C. §5318(gXl). However, this statute does not provide the basis for the regulations re-

quiring general criminal referrals, which predate this statute by a number of years. See, e.g.,
12 CFR §563. 18(d) (1986) (Federal Home Loan Bank Board; criminal referrals). The Treasury
Department does not appear to have adopted regulations implementing this provision, although
there are r^ulations requiring reports to be made under the Bank Secrecy Act, see 31 CFR
§§ 103.21-103.29 (currency transaction reports, reports of foreign financial accounts, etc.).
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(FRB; unexplained losses or known or suspected criminal acts); 12
CFR §353.0 as amended, 58 Fed. Reg. 28774 (May 17, 1993)
(FDIC; "reasonable basis for believing that a crime has occurred,
is occurring, or may occur"); 12 CFR § 748.1(c) as amended, 58 Fed.

Re^. 17492 (April 5, 1993) (NCUA; crime or suspected crime).^ This

policy has two consequences:
• Criminal referrals may be based on the sketchiest of information,

fleshed out by inferences and suspicion. Disclosure of referrals

could lead to severe damage to an individual's reputation—which
could prove, in the end, to be unwarranted. On the other hand,
to the extent that the referral is supplemented by more substan-
tial evidence, disclosure could impede an ongoing investigation or

impair a prosecution, as described more fully above.
• Because of the harm that could result to personal reputations
and business prospects if criminal referrals were disclosed, it can
be anticipated that disclosure would result in suit for defamation,
deprivation of civil rights under color of Federal law, etc. The
chilling effect on the free flow of ideas and the encouragement of

such reports that would flow from such litigation supports the
same kind of exemption from disclosure that is accorded to

predecisional, deliberative documents by the deliberative process
privilege.'*

Both because of the potential damage to an innocent person's
reputation and because of the risk of exposure to litigation for

wrongful referrals, failure adequately to protect the confidentialitjr
of criminal referrals could severely impair the usefulness of crimi-

nal referrals by sharply diminishing the willingness of industry
and Government personnel to make referrals.

Q.I.F. Also, how do the rights of private citizens differ from those
of the Committee for purposes of reviewing documents? How could
the release of the criminal referrals prejudice an ongoing investiga-
tion?

A.I.F. The RTC understands that the position that an official Com-
mittee request requires the agency to turn over a much broader

rsinge of documents than would be available to a private citizen

under a FOIA request. The types of materials which have been pro-
vided in the past with respect to personnel matters and ongoing in-

vestigations and litigation are good examples. As a general propo-
sition, FOIA exemptions, in and of themselves, are not applicable
to a request from the Committee.

Please refer to our response to Question l.E for further informa-
tion.

Q.l.G. Does the White House or any employees of the White House
or the Clintons have copies of the criminal referrals? If so, how
were these referrals obtained?

^By contrast, a grand jury may indict only if it finds probable cause to believe that a crime
was committed and that prosecution of the individual is warranted. United States v. Calandra,
414 U.S. 338, 343 (1974); Branzburg v. Hayes, 408 U.S. 665, 686-87 (1972).
^Late in 1992, Congress enacted an amendment to the Bank Secrecy Act that provides inunu-

nity to suit for "[alny financial institution that makes a disclosure of any possible violation of
law or regulation or a disclosure pursuant to this subsection or any other authority." Pub. L.

No. 102-&0, § 1517(b), 106 Stet. 4055, 4058-69, codified at 31 U.S.C. §5318(gX3). We know of

no case interpreting this provision or applying it to a conservatorship, receivership, or Govern-
ment corporation.
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A.I.G. The RTC has no knowledge that any of those identified have
copies of any criminal referrals.

RTC*s Relationship With the Department of Justice

Q^A. Mr. Altman, I understand that regional RTC offices origi-
nate £ind refer the "authority to sue" memorandum to, in general,
U.S. Attorneys working for the Department of Justice. I assume
that specific Justice attorneys work thereafter in conjunction with
the RTC attorneys on particular cases. Nevertheless, the Madison
case resulted in two separate referrals. Assuming that the RTC
and Justice work together closely on referrals, how did two refer-

rals come about in the Madison case?
How common is it for RTC headquarters staff in Washington to

review and make a determination on a referral?

What is the RTC's procedure on referrals when a prominent pub-
lic figure is mentioned in a referral? Does the procedure differ from
other referrals?

A^A. There is no specific procedure relevant to the referral of a

"prominent public figure." See the answer to Question 1 with re-

spect to the types of matters which are referred to the Department
of Justice and the nature of any continuing involvement by RTC
employees with Department of Justice investigations and prosecu-
tions.

Q.2^. Has the Madison Guaranty referral been handled differently
from other referrals? In what way?
A.23. The Madison Guaranty referrals were handled pursuant to

procedures previously discussed in our response to Question 1.

Q.2.C. Who is the White House lisiison on the Madison Guaranty
issues? Has this liaison or any other White House staff made any
special requests concerning the Madison Guaranty probe?
A^.C. The RTC has no liaison with the White House on this mat-
ter. Former CEO Roger Altman has responded to the Committee
regarding his contacts with the White House.

Other RTC Referral Issues

Q.3A. Mr. Altman, it appears that the first criminal referral in the
Madison Guaranty probe was initiated in the fall of 1992. Appar-
ently without any discussion with Justice concerning the first

criminal referral, the RTC then sent another team of investigators
to Little Rock in January of 1993 to more fully examine the issues

surrounding Madison Guaranty. By October 1993, the RTC had
drafted an expanded referral.

Is this normally how referrals are handled?

A.3A. RTC will not comment on the Madison criminal referral

process beyond the answers provided to Questions 1 and 2.

Q.3JB. I am particularly troubled by the fact that it took over a

year for the RTC to receive an official response on the initial crimi-
nal referral. Also, is it normal RTC practice to send additional in-

vestigators for further investigation on a matter before hearing the
status of the first referral?
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A.3J3. There is no standardized procedure in this regard. Any
questions concerning responses from the Department of Justice in

this matter should be directed to the Department of Justice.

Q.3.C. In particular, were there special factors which warranted an
additional investigation? If so, what were these factors?

A.3.C. For the reasons previously stated, the RTC will not respond
to this question.

Q.3J). I am also interested in getting a timeline and explanation
of all criminal referrals and related responses and memorandums
in the Madison Guaranty probe. By this I mean, I would like the
dates of all referrals and responses to these referrals, including the
names of all Justice and RTC employees involved. If these issues

are considered confidential, how so? Also, how could release of this

information prejudice an ongoing investigation?

A.3J3. For the reasons previously stated, RTC will not respond to

this question.
The public release of information pertaining to suspected crimi-

nal conduct could lead to the concealment of evidence or other ac-

tivities that would make the investigation difficult to complete.
Criminal investigations are never conducted in a public forum.

Justice Memo—Criminal Investigation Unwarranted

Q.4. Mr. Altman, a March 19, 1993, memo from the criminal divi-

sion of Justice apparently concluded that the initial RTC criminal

referral on the Madison Guaranty probe "did not appear to warrant
initiation of criminal investigation." How was this decision made in

terms of the decisionmaking procedure and the underlying legal

theory? Who is responsible for communicating these decisions?

A.4. These questions should be directed to the Department of Jus-

tice.

Document Inventory

Q.5. Mr. Altman, I would like a complete copy of the current inven-

tory of all documents relevant to the Madison Guaranty and
Whitewater probe. I would also like a list of all prior document in-

ventories and dates of these inventories. I would also like a list of

where all documents were obtained from and when. This informa-

tion may be provided confidentially to the Committee. If you refuse

to provide this information, I would like a legal opinion on how the

release of this information could prejudice an ongoing investigation.

A.5. Inventories maintained by RTC investigators are working doc-

uments that are material to the investigation itself and cannot be
released at this time. The RTC has provided to the Committee and
individual Members of Congress copies of Madison Guaranty docu-

ment inventories.

For RTC Acting Director Altman

Q.6. Another area of concern is the seeming lack of coordination be-

tween the RTC and the Department of Justice.

In March of 1992, the New York Times reports on the

Whitewater/Madison situation with allegations of sweetheart deals

in return for lenient regulatory treatment, and the issue suddenly
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became part of the 1992 Presidential campaign. RTC then sends a
new team of investigators to Arkansas to look more closely at con-
nections to local politicians.

Is this an accurate portrayal of the reason/reasons that the RTC
became involved again in the Madison case? If not, what did occur?
Who made the decision to begin the investigation of Madison? Did
the RTC regional office notify the national office or the Department
of Justice that they were opening a potential case against Madison?
If so, who was informed?

A.6. For the reasons previously stated, RTC will not respond to

these questions.

Q.7. In September 1992, regional RTC forwards a criminal com-
plaint dealing with Madison Guaranty to the Department of Jus-
tice. According to press reports the local Federal attorney in Little

Rock is concerned that because Bill Clinton is included in the refer-

ral, that the decision to pursue the case should be made in Wash-
ington. He sends an urgent letter on October 7, 1992, asking for
assistance.

Are the press reports accurate? Please provide a copy of that let-

ter for the record.

A.7. This question should be directed to the Department of Justice.
For the reasons previously stated, RTC will not respond to this

question.

Q.8. Then Attorney General Barr is apparently concerned that pur-
suing the case one month before the election will look as if the Jus-
tice Department was being politicized, and so sends the referral to

career people with DOJ with instructions that it be treated no dif-

ferent than any other referral.

Is this the RTC's understanding of events? If not, what is your
understanding?
A.8. These questions should be directed to the Department of Jus-
tice. For the reasons previously stated, RTC will not respond to
these questions.

Q.9. March of 1993 the DOJ reports their recommendation that no
action is "warranted," referral and recommendation is then for-

warded to the new Federal attorney in Little Rock, Paula Casey.
Meanwhile, the RTC has decided to send investigators back to

Little Rock in January of 1993, and they begin working on a sec-

ond, broader referral.

Is this description of the chronology correct? If not, what did
occur?

A.9. For the reasons previously stated, RTC will not respond to this

question.

Q.IO. In September of 1993 the KC regional office of the RTC, now
again concerned that their referral will mention the President's
name—not to accuse him of any specific crime, but noting he may
have benefited from crimes that had been committed, asks the Na-
tional office for assistance in determining whether the President's
name is to be part of the referral.

Mr. Altman has testified that he knew nothing of this request.
Who in the National office was aware of the request, and who then



150

made the decision to not inform the acting director of the RTC of
the request?
A.10. For the reasons previously stated, the RTC will not respond
to this question. The general matter is under investigation by Inde-

pendent Counsel Robert Fiske and the RTC is cooperating fully
with this investigation.

Q.ll. The new referral is sent to DOJ, and arrives in Little Rock
a short time before Little Rock Federal prosecutor Paula Casey fi-

nally makes a decision on the original RTC referral—saying she
"concurs" that no further action is

'

warranted." But she doesn t act
on the second referral.

Is this accurate? Specifically note for the record when the second
(October 1993) referral was sent, to whom, and when it was re-

ceived.

A.11. For the reasons previously stated, the RTC will not respond
to this question.

Q.12. Was there any communication from the field or regional of-

fice re: status of the first (September 1992) referral? Did they ask
the National office for assistance in moving the process along? If

so, who asked whom? What was Washington s response? If possible,

please provide copies of all correspondence relating to moving the
referral along.

A.12. For the reasons previously stated, the RTC will not respond
to these questions.

Q.13. Did Washington follow up by contacting the Department of
Justice? If so, who contacted who? What was the response, and who
was it from? Again please provide any correspondence pertaining
to this issue.

A.13. For the reasons previously stated, the RTC will not respond
to these questions.

Q.14. Did RTC officials contact the Little Rock
attorney's

office to

check on the status of the referral? If so, who made the contacts

and when? And what was the response? And who was it from?

Again, please provide any correspondence pertaining to this issue.

A.14. For the reasons previously stated, the RTC will not respond
to these questions.

Q.15. What is the standard operating procedure when the field

seeks answers on referrals? Is it SOP [Standard Operating Proce-

dure] that the RTC would not hear for a year the status of their

referral? Is it SOP that while waiting, the RTC field office would
send additional investigators to continue digging—and then send

up an expanded referral, even before hearing on the first?

A.15. Procedures regarding methods of tracking disposition of

criminal referrals by enforcement agencies are not standardized. It

is our understanding that there are no standard operating proce-
dures regarding referrals in the various U.S. Attorneys' offices or

the FBI and that procedures vary from office to office throughout
the country. Criminal coordinators do maintain contact with the
DOJ and FBI to ascertain the status and disposition of referrals.

Information about dispositions is tracked by the RTC and may be
used to obtain additional recoveries as a result of convictions.
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Q.16. Specifically, who decided to send RTC investigators back to

Little Rock in January of 1993? Was Washington informed? Did the
local or regional office ask permission to proceed, given that no an-
swers had been forthcoming from Justice on the first referral? Was
Justice informed of this action? If so, who was informed and when?

Again, please provide any correspondence pertaining to this

issue.

A.16. For the reasons previously stated, the RTC will not respond
to these questions.

Q.17. What was the reason for the decision to send personnel back
to Little Rock in January 1993? What happened between Septem-
ber 1992, when the RTC sent up its criminal referral, and January
when they sent investigators back to Little Rock?

A.17. For the reasons previously stated, the RTC will not respond
to these questions.

Q.18. Was the RTC—either local, regional, or DC—informed of the
March 19, 1993, memo by the Department of Justice that the RTC
referral "did not appear to warrant initiation of criminal action?"

Why not? Who is responsible for communicating these decisions?

A.18. For the reasons previously stated, the RTC will not respond
to these questions.

Q.19. When the second stronger, broader referral was sent up in

October of 1993, did the RTC make a specific push to Justice say-
ing we have more information; please make a decision? Was the
RTC informed that the decision was at that point resting in the
hands of the Little Rock Federal prosecutor? Did they send in the
referral directly there, or a copy directly there, knowing of the

delays of the past?
A.19. For the reasons previously stated, the RTC will not respond
to these questions.

Q.20. What is the holding period before sale of multi-family hous-

ing in the RTC Affordable Housing Program? What is the per day
cost to the RTC for this holding period?
A.20. On average, 385 days elapse from the date the RTC begins
marketing a multi-family property in the Affordable Housing Dis-

position (AHD) Program and the date the RTC transfers title to a

buyer.
The RTC assumes that average holding costs for all real estate

(which includes multi-family housing), range from 10 percent to 15

percent of market value per year. This range results from the sum
of the following components of holding cost: (1) one to two percent
for real estate taxes and insurance; (2) three to six percent for

maintenance of the property and its entitlements; (3) one to two
percent for asset management contract fees; and (4) five percent for

the cost of capital. This data is based on a detailed review of a rep-
resentative sample of real estate properties in the RTC's inventory.
The RTC keeps these costs to a minimum by commencing the -AJT-

fordable Housing Disposition (AHD) Program marketing process as
soon as properties are available for sale.

Q^l. What percentage of the appraised value does the RTC receive
on multi-family housing in the Affordable Housing Program? How
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is this determined? How recent are the appraisals, and how are the

appraisals conducted? i

A.21. Through January 31, 1994, the RTC has sold 568 multi-fam-

ily properties under the Affordable Housing Disposition (AHD) Pro-

gram and has recovered 73 percent of appraised value. On these
568 sales, the RTC received $639.2 million in sales proceeds. These
568 properties were appraised at $872.0 milUon. This appraised
value figure represents these assets' valuation assuming no afford-
able housing use restrictions (the "unencumbered appraised
value"). This data was extracted from the RTC's Real Estate
Owned Management System,
The RTC's appraisal requirements for multi-family properties are

as follows. For properties valued below $100,000, an appraisal is

recommended but not required. For properties valued between
$100,000 and $2.5 million, at least one appraisal is required. For
properties valued at $2.5 million and above, the RTC requires that
either: (1) two appraisals be performed, or (2) one appraisal be

comprehensively reviewed and concurred with by a second ap-
praiser. These appraisals are performed with the appraiser assum-
ing no affordable housing use restrictions ("imencumbered ap-
praised value"). Appraisers may also be asked to provide an addi-
tional value conclusion, which should represent an estimate of the
"as encumbered market value" of the property assuming it were
placed into the RTC's Affordable Housing Program and subject to

the RTC's land-use restriction agreement.
It should be noted that these are minimum appraisal require-

ments and additional appraisals and/or reviews can be obtained in

addition to required appraisals. Also, if any appraisal fails an ini-

tial RTC compliance checklist, the appraisal must be corrected, or
a second appraisal must be obtained. Appraisals on owned real es-

tate can generally be relied upon for up to 24 months but can be
ordered earlier if market conditions have significantly changed
(note this is a guideline and not a regulation).

All RTC contract appraisers are asked to prepare their apprais-
als in accordance with the Uniform Standards of Professional Ap-
praisal Practice (USPAP) which in essence are now industry-wide
standards. Per Federal law, all individuals providing appraisal
services to the RTC must be properly licensed.

Q.22. How many single-family and multi-family properties in the
Affordable Housing Program are sold with purchase money mort-

gages? What percentage of the properties in the Affordable Housing
Program are sold with purchase money mortgages? What is the
rate of default for these properties? What steps does the RTC take
to avoid default?

A.22. Through January 31, 1994, RTC has provided purchase

money mortgages on 4,398 single-family properties ($130.9 million
total loan amount) and 188 multi-family properties ($134.2 million
total loan amount) sold through the AHD Program. Purchase

money mortgages have been provided on 21.56 percent of the sin-

gle-family properties and 30.87 percent of the multi-family prop-
erties sold under the AHD Program.
The RTC still owns and continues to service 4,179 of the single-

family loans made under the program. Of the 4,179 loans, 144
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loans with an original principal balance of $5.06 million are cur-

rently over 60 days delinquent and 53 loans with a principal bal-

ance of $2.0 million are in foreclosure. Based on outstanding prin-

cipal balance of loans, 4.08 percent are currently over 60 days de-

linquent and 1.61 percent are currently in foreclosure.

The RTC still owns and continues to service 188 of the multi-

family loans made under the program. Of the 188 loans, 3 loans
with a principal balance of $1.5 million are currently over 60 days
delinquent. No loans are currently in foreclosure. Based on out-

standing principal balance of loans, 1.11 percent are currently over
60 days delinquent.
The RTC's primary means of avoiding default is careful under-

writing at the time a loan is made. The RTC has developed two
comprehensive manuals for underwriting single-family (Manual
10150.10) and commercial properties (Manual 10100.20). Under-

writing is performed by firms under contract to the RTC that have
expertise in commercial and residential loan underwriting. The rec-

ommendations of the fee underwriters are made to an independent
loan review

authority
within the RTC that operates outside the

sales process that makes the ultimate underwriting decision.

When a single-family loan becomes delinquent, various steps are
taken by the RTC's loan servicer to work with the borrower to de-

velop a plan for bringing the loan current. The procedures which
are pursued with the borrower are outlined in the excerpt from the
RTC's Single Family Seller Financing Manual (Manual 10150.10).
See Attachment K
When a multi-family affordable housing loan becomes delinquent,

the RTC's loan servicer also contacts the borrower to understand
the financial condition of the borrower in an effort to see if the
loans can be brought current. In situations where the loan cannot
be brought current, various loan workout arrangements are pur-
sued as outlined in the attached excerpt from the RTC's Asset

Management and Disposition Manual (Manual 10100.1).

Q.23. What is the status of the consolidation of the RTC and FDIC
Affordable Housing Programs? What are the outstanding issues?

A.23. The RTC Completion Act requires that the RTC and the
FDIC develop a plan for creating a unified Affordable Housing Pro-

gram by April 17, 1994. This unification plan must be implemented
by August 17, 1994. The FDIC and the RTC developed an outline
for unifying the two programs which was approved by the Afford-
able Housing Advisory Board on March 16, 1994. The plan is cur-

rently being finalized and is expected to be approved by April 17,
1994. The transition to the FDIC is expected to take place by Octo-
ber 31, 1995.

Q.24. There is a proposal to transfer 50 HUD-owned multi-family
housing properties to the RTC for sale to determine the effective-

ness of using rent restrictions for low-income use as opposed to Sec-
tion 8 deep subsidies. Does the RTC support this proposal since it

scheduled to go out of business at the end of 1995? Would this pro-
posal interfere with the ability of the RTC to manage and sell its

own affordable housing inventory?
A.24. The Administration's legislative proposal to conduct this ini-

tiative was not included in H.R. 4067, the Multi-family Housing



154

Property Disposition Reform Act of 1994. Consequently, the RTC
and the Department of Housing and Urban Development do not

plan to conduct this initiative.

Q^5. What steps has the RTC taken to improve its management
capacity with regard to the requirements of the RTC Completion
Act?

A«25. See Attachment L which is a status report on the RTC's im-

plementation of the management reform requirements of the RTC
Completion Act.

RESPONSE TO VERBAL QUESTIONS OF SENATOR BENNETT

Q.l. What is the RTC's response to RTC Denver Oversight Man-

ager, Mr. John B. Kavanaugh's, comments that appeared in the

Denver Post?

A.1. All Federal agencies are required by Federal regulations to im-

plement an affirmative action program for minorities and women.
This includes a review of the work force of the agency and the es-

tablishment of goals or guidelines, not quotas, to achieve a work
force that more closely reflects the civilian labor work force (CLF)

statistics, especially at the senior levels. This does not constitute

discrimination based on race and sex (white male) as alleged by
Mr. Kavanaugh, but signals a commitment to diversify the work
force by targeting recruitment to groups that were historically ex-

cluded from the process. Targeting recruitment helps create diverse

applicant pools of qualified minorities and women from which selec-

tions can be made. The Resolution Trust Corporation (RTC) estab-

lished an Affirmative Action Program and is working with man-

agers to increase the representation of minorities and women in

grades 13 and above in our work force.

The Department of EEC and Affirmative Action (DEEO/AA) is

working with managers to recruit diversified applicant pools, and
hire and promote qualified minorities and women at the senior lev-

els. This includes monitoring work force profiles, new hires, and

promotions. Based on our review of 1993 hiring and promotions,
there is no evidence that non-minority men are not being selected

or promoted within the Corporation.
The following statistics show the percentage of hires and pro-

motions at grades 13 and above for 1993:

Group
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that continued affirmative action efforts are necessary to diversify
the work force.

Group
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which the RTC has considered conflicts of interest (both represen-
tational conflicts as well as non-representational fitness and integ-

rity issues pursuant to 12 CFR Part 1606) which were not disclosed

by outside counsel, but which were brought to its attention by
other means (for example, due to discovery by RTC/FDIC personnel
or other outside representing the RTC/FDIC in the matter).
Of the 45 decisions concerning such conflicts of interest, 21 in-

volved law firms which have performed legal work for the RTC
arising from its 14 largest failed financial institutions (those hav-

ing an estimated cost of resolution in excess of $1 billion). See At-
tachment N.

RESPONSE TO VERBAL QUESTIONS OF SENATOR DOMENICI

Q.l. I would like an investigation of the Rose Law Firm by the In-

spector Greneral.

A.1. On March 2, 1994, Mr. Jack Ryan, Acting Chief Executive Of-
ficer and Deputy Chief Executive Officer, sent a memorandum to

Mr. John Adair, RTC's Inspector General, requesting an investiga-
tion of the OCOS report and an audit of the Rose Law Firm bil-

lings. See Attachment O.

RESPONSE TO FOLLOWUP QUESTIONS OF SENATOR KERRY

Q.l. Has the Office of Thrift Supervision ("OTS") considered or
taken any enforcement action against any officer, director, or insti-

tution-affiliated party of United Savings Association of Texas
("USAT") since the institution's failure in 1988? If so, provide the
date that any investigation pertaining to USAT began, and any ac-

tions taken in connection with the investigation; the statute oflimi-
tations with respect to USAT; any enforcement action the OTS is

considering or may undertake with respect to USAT; and any relat-

ed information that may properly be made available to the Com-
mittee in its oversight capacity.

A.1. As a matter of established policy, OTS is unable to confirm or

deny that it has undertaken any investigation pertaining to USAT
or considered any enforcement action against any officer, director,
or institution-affiliated party of USAT since the institution's failure

in 1988. To date, there have been no final agency orders entered

against any officer, director, or institution-affiliated party of USAT.
The only statute of limitations applicable to OTS enforcement ac-

tions is paragraph 8(i)(3) of the Federal Deposit Insurance Act,
which provides for a six year limitation period, which begins to run
when an institution-affiliated party resigns or is terminated from
an insured depository institution. See 12 U.S.C. 1818(i)(3).
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ATTACHMENT B

aesoLUTiON trust corporaiion
Rootvini Th« Crisis

Rcs«orint The Confidence „ . ,^ ,__.
February 10, 1994

The Honorable Donald H. Riegle, Jr.
Chainian
Conalttee on Banking, Housing and Urb€m Affairs
United States Senate
Washington, O.C. 20510

Deeu: Don:

This 'letter is an update on the status of our efforts at the RTC
to address the issues raised at the Conmittee ' s September 23,
1993 he2u:ing.

First, 1 em pleased to inform you that Jack Ryan has been
appointed as Deputy C.E.O. and Ellen Kulka has been appointed as
General Counsel rsee attachment A ) . The addition of these two
highly qualified individuals will provide strong management and
leadership at the RTC. We are also well along in the process of
securing a permanent chief executive officer which Z look forward
to discussing with you soon.

As I stated in my September 28, 1993 letter, the allegations of
retaliation against whistleblowers were deeply troubling and
would not be tolerated. I have taken several actions to address
each of the allegations made by the individuals who testified
before the Committee. I issued a memorandum on October 4, 1993
to all employees strongly reiterating the RTC's policy
prohibiting retaliation against whistleblowers f see attachment
fi) . I also established an Employee Ombudsman program to, among
other things, augment the efforts of the Inspector General in

gathering all types of employee allegations ( see attachment C ) .

The Employee Ombudsman reports directly to me on a weekly basis
on the activities of the office. The Employee Ombudsman Program
appears to be well received by RTC personnel. Additionally, the
Office of the Inspector General has issued a revised rule in
connection with retaliation against whistleblowers ( see
attachment D l .

We have had ongoing, extensive discussions with the PDIC with
respect to the Professional Liability Section. These discussions
have focused on the recommendations of the GAO/PLS study and our
goal, as set forth by Secretary Bentsen in his statement on RTC
management reforms, that the program have both competent staff
and adequate staffing levels. Hs. Kulka considers the
continuation of these efforts one of her top priorities as she
assumes the role of General Counsel.

SOT 17V% Street, NW Washington. DC 20434
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I created a "Dallas Professional Liability Review Team" to pursue
the concerns raised at the hearing. This teeoD, comprised of

attorneys from the Department of Treasury, investigators from the
Secret Service and one investigator and one attorney from the

RTC, made two separate trips to Dallas and interviewed more than
50 cxirrent and former RTC officials in Dallas and in Washington.
The review team has provided their initial findings to me and I

expect to receive additional information from them within the
next few weeks. Upon review of their findings I will implement
any necessary and appropriate changes in personnel or policy.

The RTC was aware of sexual harassment issues prior to the

testimony and had taken, and was taking, action to correct the

problems. Since the hearing, follow-up visits have been made to
the RTC offices in Newport Beach and Atlanta locations in which
incidents of sexual harassment had occurred. An employee in the

Newport Beach office was dismissed as a result of these incidents
and additional training was provided. The follow-up visits were

designed to ensure that the earlier actions the RTC had taken
were sufficient to remedy these problems. The explicit message
conveyed by the visits was that sexual harassment simply will not
be tolerated anywhere within the RTC.

The issues involving contracting have been addressed in multiple
ways. First, the Office of Contracts was split into two separate
divisions, Contract Solicitation and Award and Contract
Administration, and the 1994 RTC budget provides for 42
additional people to be assigned to these two areas. Second, all
contract proposals with anticipated fees in excess of $25,000
must be reviewed by the Office of Ethics and any contractors who
violate RTC policies or procedures will face contract termination
as well as debarment. Third, the Office of Contractor Oversight
and Surveillance has been authorized to increase its staff by 147

people in order to improve the quality and frequency of

oversight. Fourth, a Contractor Performance Tracking System has
been established to more objectively evaluate contractor
performance and to maintain continuous contact with Accounts
Payable to ensure compliance with regulatory and other legal
requirements ( see attachment E) .

As a means of supplementing the information revealed at the

hearing, we have had conversations in person and by telephone
with six of the individuals who testified before the Committee.
Two additional individuals were contacted, but declined
interviews. During these interviews we solicited comments,
feedback and suggestions from the individuals on how best to

remedy the problems raised in their testimony. Some of these
interviews were insightful and have been useful in our efforts to

remedy some of the management problems at the RTC. For example,
the meeting with Mr. Burnside provided us with the initial
information which helped the Dallas Professional Liability Review
Team to prepare for the Dallas visits.
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We have spent nuaerous hours working to identify and address the
issues raised at the hearing before the Committee. I have
attached for your information an overall summary of the actions
we have taken to date ( see attachment F ^ . He are not finished
and the work will continue. As I stated in my previous
correspondence to you, the RTC is in better shape now than when
we inherited it. and we are working diligently to ensure that the
improvements continue. We want to work with you in acco^>lishing
our goals and ensuring that, to the fullest extent possible, all
of the problems which your witnesses illuminated are fully
remedied.

Best regards.

SirfcS

Roger C. Altman
Interim CEO



163

OF THE TREASURY

TREASURY NEWS
1500 PENNSYLVANU AVENUE, N.W. • WASHINGTON, D.C. • 20220 • (202) 622-2960

FOR IMMEDIATE RELEASE
December 23, 1993

CONTACT; HOWARD SCHLOSS
(202) 622-0136

RTC ANNOUNCES NEW INTERIM DEPUTY CEO AND GENERAL COUNSEL

WASHINGTON -- Roger C. Alunan, Deputy Secretary of the Treasury and Interim

Chief Executive Officer of the Resolution Tr\ist Corporation, announced today that Jack Ryan
will become the interim Deputy Chief Executive Officer of the RTC and Ellen Kulka will

become the General Counsel of the RTC.

Ryan's appointment will become effective January 4. 1994, and Kulka's appointment

will become effective January 17. 1994.

Ryan has been Regional Director of the Southeast Region for the Office of Thrift

Supervision since 1989. Before going to OTS. Ryan served as Acting President and Senior

Vice President of the Federal Home Loan Bank of Boston. From 1969 until 1985, he was

Director of the Division of Banking Supervision and Regulation for the Board of Governors

of the Federal Reserve System.

"As interim Deputy CEO. Jack Ryan will manage the RTC on a day-to-day basis and

be based at the RTC in Washington." Altman said. Ryan will serve until a permanent CEO is

confirmed by the Senate and takes office. Altman said

Kulka is currently the Northeast Regional Counsel of the OTS. Before going to OTS.
she was a member of the law firm Hannoch Weisman. where she served as chairman of the

corporate department. Dunng her tenure as chairman of the corporate department at the firm.

the division grew from five attorneys to 30 attorneys.

"Ellen is an exceptional attorney with a great deal of experience with laws pertaining

to the thrift industn.-." Altman said. "For the la.st two years she has had the responsibility for

supcr\-ising all of the OTS attorneys in the Northea.si Region."

-30-
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Rmorint Th« CenAdtnce

October A, 1993

MEMORANDUM TO: All RTC Employees"^

FROM: • Roger C. Altman ^ri:^V%LSu.
President and Chiefs-Executive Officer (Interim)

SUBJECT: Whistleblouer Protections

I am deeply troubled by the allegations Dade by witnesses at the
RTC uhistleblower hearing held last Thursday, September 23 before
the Senate Comprittee on Banking, Housing and Urban Affairs.

Z vane to emphasize that it is RTC policy to encourage employees
to report suspected waste, fraud and abuse and mismanagement.
The RTC Office of the Inspector General has a toll free hotline
(800-833-3310) for this purpose. In addition, I am establishing
a policy by which employees may also feel free to bring such
allegations directly to the attention of Senior Management or to
my office. I will ensure that any allegations raised in this
manner will be promptly investigated and addressed at the most
senior management levels.

Employees may use these procedures without fear of reprisal. It
is strict Corporate policy that retaliation or reprisal against
individuals who maJc* such disclosures will not be tolerated.
Employees who believe that they have been subject to retaliatory
treatment should be aware that there are administrative as well
as statutory protections available. Please be assured that
allegations of wrongdoing as well as retaliation for
whistleblowing activities raised through any internal procedures
will be assigned the highest priority.

I realize that the vast ra^onty of RTC employees are very
professional and adhere ts high professional standards, however,
when t^.ere are allegations oJ wrongdoing by any employee it is
our duty to investigate t..~.en fully and take appropriate action.
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November 22, 1993

Mt^mmandum far AH RTC Employees

Ffom: Royer Ahman. Preadent and Chief Executive Officer
Ontcrim)^

<

Sut2i££l: Emplovee Ombudsman

Effective December 1, 1993, the RTC is establishing an Employee Ombudsman.

This step would facilitate addressing employee concerns by directly linking the

employees to the office of the Chief Executive. It will augment established

procedures already available to RTC employees.

RTC management and employees have done an outstanding job under difficult

circumstances. The pressures, however, sometimes have eclipsed legitimate concerns

of employees. The Eiiq>loyee Ombudsman Program is a means for addressing these

concerns.

RTC's Executive Secretary, John Buckley, has been designated as the En^loyee

Ombudsman. In this capacity, Mr. Buddey will report direcdy to the CEO. He, or

a member of his staff assigned lo this function, can be conttcted directly Monday

through Friday. 9:00 a.m. to 5KX) p.m. eastern time, by calling 202/ 416-4242.

They may also be contacted through the E-Mail system by addressing messages to:

*RTC Employee Ombudsman.*

Employees should use this process without fear of reprisal. To that end, requests for

confidentiality will be honored to the maximum extent possible. Reprisals against

employees who use the Eii^>loyee Ombudsman program will not be tolerated.

You may call the Employee Ombudsman's office at the above number if you have any

questions regarding the program.

aOT ;7fft Sf^eef. WW Was/i/ngfofl. DC 20434
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RESOLUTION TRUST CORPORATION
OFFICE OF INSPECTOR GENERAL

Policies and Procedures Manual

PART: I. Operations Policies and Procedures

SECTION OIG-UO General Management Policies and Procedures

CHAPTER: 110.6 Handling RTC Employees' Allesations of Retaliation

1. Purpose . To communicate Office of Inspector General (OIG) policy and procedures for

reviewing allegations of retaliation and rqnisals against RTC employees who complain about

RTC operations or otherwise disclose information to the OIG. This chapter also highlights

procedures for protecting the identity of those RTC employees who report suspected

wrongdoing to the OIG and for handling other allegations of retaliation.

2. Background

a. The Inspector General Act of 1978, as amended prohibits repasais against RTC
employees for reporting fraud, waste, or mismanagement to the OIG. Specifically, the Act

(5 U.S.C., App.3, Section 7) states:

Any employee who has authority to take, direct others to take, recommend, or

approve any personnel action, shall not, with respect to such authority, take or

threaten to take any action against any employee as a reprisal for maldng a

complaint or disclosing information to an Inspector General, unless the complaint
was made or the information disclosed with the knowledge that it was false or with

willful disregard for its truth or falsity.

b. In an October 4, 1993, memorandum from the Interim Chief Executive Officer, /
RTC employees are encouraged to iq)oit suspected instances of fraud, waste, abuse, and

mismanagement to the OIG without fear of reprisal. The memorandum states that RTC
management will not tolerate retaliation or reprisals against employees who make such

disclosures and alerted employees of the availability of administrative and statutory

protection.

3. EqUc^- OIG policy is to encourage RTC employees to step forward and report suspected
instances of fraud, waste, abuse, and mismanagement to the OIG. As allowed under the

Inspector General Act of 1978, the OIG will protect the identity of the employee maldng the

disclosure. To the fullest extent possible, the OIG will review allegations of retaliation and

reprisals against RTC employees who disclose information to the OIG. Should the

allegations of retaliation or reprisals be substantiated, the OIG will follow up with RTC
management to see that appropriate action is taken.

December 1993
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Allecations of Retaliation

4. Responsibility of All OIG Employees . Any OIG employee that receives an aUegation
from an RTC employee r^arding retaliation or reprisals for reporting information to the

OIG is responsible for obtaining the pertinent information regarding the all^ations and

immediately (within 48 hours) alerting the most senior OIG manager within his/her chain of

commaitd (ue., AIG, Dqwty Inspector General). As necessary, the OIG manager, in

consultation with the Injector General or Deputy Inspector General, will provide any
additional instructions to the OIG employee as to how to proceed.

5. RTC Employee Defined . For the purposes of this policy, an RTC employee is any

permanent, term, or temporary employee.

6. RTC Employees Retorting to the OIG

a. Ways to Report 'Instancies to -the OIG . The OIG offers several avenues for an RTC
employee to rqwrt suspected instances of fraud, waste, abuse, and mismanagemenL The

employee can contact the OIG Hotline either by telephone or correspondence, as outlined in

our Manual chapter on the hotline (Chapter 1 10.2), or any OIG employee. An OIG

employee receiving such allegations should follow the responsibilities outlined in paragraph
4. above.

b. Type of Complainant The RTC employee receives confidentiality or can provide
information to the OIG anonymously.

(1) Complainant Receiving ConfidentiaJitv. Pursuant to the Inspector General Act

of 1978, as amended, all RTC employee complainants are automatically granted confidential

stttus, unless they waive it by consenting specifically to allow OIG to use their identities.

Confidentiality may also be waived by the complainant's subsequent actions (e.g., RTC
employee disclosing to others that he/she has contacted the OIG). The OIG shall not, after

receipt of a complaint or information from an employee, disclose the identity of the

employee without the consent of the employee, unless the Inspector General, or designee,
determines such disclosure is unavoidable during the course of the investigation. As
described in the OIG Manual chapter on confidential sources (Ch^ter 110.3), the OIG will

follow existing procedures for safeguarding the complainant's confidentiality.

(2) Anonymous Complainant. An anonymous complainant cannot be treated as a

confidential source because his/her identity has not been disclosed to the OIG. However,
measures should be taken to prevent disclosure. Specifically, the information provided may

December 1993
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tend to identify the complainant and is not to be released in whole or in part to those

involved in the complaint or to any unauthorized personnel.

7. Employee Claims of Retaliation for Disclosure to QIG . Given the seriousness of the

allegations, the OIG must give reviews of retaliation claims for disclosure to the OIG a high

priority. Failure to aggressively and thoroughly review these all^ations could discourage
other RTC employees from reporting suspected instances of wrongdoing for fear of

retaliation or rq)risal.

a. Reviewing Retaliation Qaims

(1) OIG Review . The OIG will promptly review the merits of any all^ations of

retaliation against an RTC employee for making a complaint or disclosing information to the

OIG. Upon receipt of an allegation (as described in paragnq>h 6.a.), the OIG manager will

promptly confer with the Inspector General and/or Deputy Inspector General to determine the

most appropriate approach. This approach may include involving other OIG managers (e.g.,

AIG) to review the allegations. Generally, one OIG manager Ci.e., AIG or the Dq>uty
Inspector General) will be leqxmsible for the review of the allegations. In addition to

specific issues related to the individual's allegation, the review of alleged retaliation must
consider the timeframe and circumstances of the complainant's initial rqwrting to the OIG.

(2) RTC Management Review . Under certain circumstances, RTC management
may be asked to ieqx>nd to the allegations. The responsible OIG manager will monitor RTC
officials' review of the allegations.

b. Final Report . Upon completing the review of the retaliation claim, the responsible

OIG manager must ensure that a final rqx>n is expeditiously prquued. Rqwrts should be

prepared in accordance with OIG rqwrting policies (i.e., audit, investigation, and

inspection), as appropriate.

c. OIG Followup . At an appropriate time, the responsible OIG manager, or designee,
should contact the RTC employee and RTC management officials to determine whether

appropriate corrective actions have occurred. The resolution of an audit rq>ort should be in

conformance with RTC Circular 1250.2. Management Decision Process and Audit Followup.
Should the OIG become aware that action has not been taken in a timely maimer, notification

of the situation may be sent from the Inspector General to the RTC Chief Executive Officer,

the Thrift Depositor Protection Oversight Board, and/or the Congress, as appropriate.

December 1993
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8. Other Alleptions of Retaliation

au The Whistleblowcr Protection A« of 1989 (P.L. 101-12) docs not ^ly to the RTC.

However, reprisals against RTC employees for reporting fraud, waste, or mismanagement

may constitute a violation of RTC's ethics provisions, RTC Circular 2410.1, Standards of

Ethical Conduct for RTC Employees.

b.. The OIG may receive all^ations of retaliation from RTC employees who had not

previously disclosed information of saspcded wrongdoing to the OIG. In receiving the

allegation, the'OIG manager should obtain a clear understanding as to what action the

employee took to zppamitly cause the alleged retaliation and what attempts, if any, the

employee made to seek remedy through RTC management The information collected should

be immediately communicated to the Inspector General or Dq>uty Inspector General for

further consideration to detennine any OIG action. As appropriate, the OIG may refer the

RTC employee to the Employee Ombudsman, Equal Employment Office, or other RTC
office for assistance.

9. Contact Questions regarding OIG guidance on this policy should be directed to the AIG
for Policy, Planning, and Resources.

December 1993
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(4) Clarify and add detailed changes In Minority and

WoBen-K>wned Business (MMOB) policies and procedures, also
reflected in Chapters 3, 4, S, 6, 9, 10 and 11.

(5) Ea^ihasize the requireaent for centralized official
contract files, also reflected in Chapters 4 and 7.

(6) Add the use of technical Monitors elected by the

progras office, 'as necessary.

(7) Clarify Legal revlcv of unique docuaents only.

(8) Define the requlreaent for the Office of Ethics to

reviey the fitness and integrity of CKS for potential contract
awards exc«ading $25,000, also reflected in Chapters 3, 5 and 6.

(9) Clarify that noncoapetltive authorization is not

required when a price for goods or services is set by law or

regulation and there is only one sole source.

(10) Reaove the chart on liait-s of prograa expendituire
authority, with referral to the delegations of authority. Exhibit
B.

(11) IJ|idat« th« non-coapetitive eiqpenditure authority
Cor senior vice praaidenta.

(12) Clarify that only warranted contracting offioara
have authority to axaciita, aodify or tarainata oontracta or taak
ordara.

(13) Itaaofva tha chart on authority to handle oontract
actiona, with referral to the delegatlona of authority, Bshibit

(14) Bxtaad tha uaa of Powara of Attomay.

(15) Raquira that the inauranca policy ba aubaittad
i^wn contract axacution.

(16) Delate the exception to inputting of Federal
Supply Schedule faaa into CMtS.
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b. CHAPTER 2 to:

(1) Add the requirement for reports on status of all

warranted contracting officers.

(2) Add the specific authority to approve Invoices
under warrant prograa.

(3) .Clarify warrant authority for aodlflcatlons as

Individual actions.

(4) Clarify requlreaents of Level III Contracting
Officers.

"^

(5) Clarify the appointment of multiple Level III

Contracting Officers in a contracts office.

C. CHAPTER 3 to:

(1) Reflect the removal of leased space as a type of
service under contracting for day-to-day operations.

(2) Add the requirement for allocation of MHOB bonus

points on pxirchase orders.

(3) Add the provision of other circumstances as part
of the rationale for non-competltlve awards.

(4) Add the requirement for written certifications
from contractors that RTC Is receiving the best pricing on atrards

over $100,000.

(5) Clarify the submission of multiple offers to allow
a firm to be a member of a joint venture and also be submitted as

a subcontractor.

(6) Clarify the requirement for approval of non-

competitive brand names.

(7) Add the requirement for a 15-day minimtim for

response to the CBO advertisement.

(8) Define contract awards made through the Federal

Supply Schedules as competitive awards.
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(9) Revise the time standards for contracting aethods.

(10) Define the use of the GSA Bankcard Prograa for
RTC.

(11) Clarify the approval authority for exigent
clrcuBstances .

(12) 'Establish the requirement permitting the use of
other agency contracts by RTC.

(13) Add the requirement that only one firs need be
solicited for contracts under $5,000, also reflected in Chapter
5.

.'

(14) Clarify and emphasize the competitive requirements
for task orders, also reflected in Chapter 7.

(15) Clarify that complaints of ethical concerns are
submitted to the Office of Ethics.

(16) Clarify the time limits for filing source
selection co^ilaints.

(17) Add the address for filing of contractor selection
complaints.

(18) Revise the definition of ratification.

(19) Add the requirement that complex ratifications
will be referred to the Office for Contract Policy and Major
Dispute Resolutions.

d. CHAPTER 4 to:

(1) Amplify the description requirements of
deliverables by program office.

(2) Remove the requirement for Legal review of
Oversight Management Plans.

(3) Reflect that the Request for Contractor Services
form may be modified.
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(4) Clarify requlreaents for the Oversight Manageaent
Plan, also reflected in Chapter 6.

(5) Suppleaent the requirement for legal review of
SOWS for contracts to include task orders.

(6) Clarify that the contract action schedule is not

normally needed for simplified contracting.

e. CHAPTER S to:

(1) Clarify that if equal offers are received, the
award will be made to the firm that has not sought a waiver.

(2) Define that OCOS has the responsibility for the
information format for background investigations, also reflected
in Chapter 6 and Exhibit UD.

(3) Clarify contract execution under simplified
contracting.

(4) Reflect the allowance for contract authorization

prior to execution date in warranted circumstances, also
reflected in Chapters 6, 7 and 10.

f . CHAPTER 6 to:

(1) Add the requirement for review of the TEP report
by the contracting officer.

(2) Add documentation requirements for the elimination
of proposals based on an unrealistic cost proposal determination.

(3) Clarify the application of MWOB bonus points and
the verification of certification for awards in excess of, or

accumulating to, $50,000 in a given year.

(4) Establish that the contracting officer is

responsible for the financial assessment prior to award.

(5) Extend the release of proposal and award documents
to other RTC officials cited in the CPPM on a need-to-know basis.
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(6) Clarify the applicability of using Exacutiva
CoBBlttee Daciaional Meaorandum.

(7) Clarify that tha prograa. offica auat furnish
docxmentatlon of expenditura approval for raviav prior to award
notification.

(8) Clarify that Legal Servicas has rasponsibility to
draft agreeaeifts based on pra-avard negotiations.

g. CHAPTER 7 to:

(1) Clarify the requireamnt for ceiling aaounts for
task order agreeaents.

(2) Add the order of precedence for- the task order
agreeaent over that of the task order iinless othervise specified.

(3) Establish requireaents for insurance coverage and
financial capability review for task orders.

(4) Claurify that aodiflcations of teras or conditions
of task orders require concurrence of the Director, Office for
Contract Policy and Major Dispute Resolutions.

(5) Define the requireaent for review of task order
sows for out-of-scope conditions.

(6) Clarify the use of one source under a

coapetltively awarded task order agreeaent.

(7) Clarify that the Byrd Aaendaent Certifications are
not required with task order proposals.

(8) Reaove redundant discussion of non-coapetitive
awards on task orders which is described earlier.

(9) Clarify that the cost reasonableness evaluation
includes the level of effort and other proposed costs and aust be
docuaented.

(10) Clarify the requireaent for written docuaentation
of expenditure estiaates.
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h. CHAPTER a to:

(1) Clarify th« restrictions regarding payaent for
•arvices provided by subcontractors.

(2) Define the liaitation to subcontracting on 8(a)
contracts.

1. CHAPygR 9 to:

(1) Clarify the need for prequalification of a firs
prior to placeaent on a prequalified source list and subsequent
usage.

(2) Reflect the Appraisal Review Departaent is

responsible for providing a signed copy of the appraisal
coapliance checklist to the contracts office.

(3) Provide requireaents for the handling of doratrnt
asset recovery.

j. CHAPTER 10 to:

(1) Add responsibilities in the contract
adainistration function for reviewing and approving invoices,
aonitoring cuaulative expenditure of funds, addressing
performance deficiencies and closeout of contract files.

(2) Clarify and add functional requireaents for the
oversight aanager to include definition of work perforaed, review
of invoices for delivery, recoaaendation to the contracting
officer on invoice disposition, and tracking of contract costs.

(3) Clarify and add functional requireaents for the
contracting officer to include approval of invoices for

coapliance with contract teras and conditiMts, execution of
contract aodifications, contractor deficiency notification and
resolution of claias, perforaance issues and audit findings.

(4) Add Legal review for foraal suspension of
payaents.

(5) Require the review of official contract files

during the transition process.
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(6) Add roquireaents for training of oversight
nanagers and technical aonitcrs.

(7) Add the requirement for a contractor oversight
plan for contracts in excess of $1,000,000 as a function of the

oversight aanager.

(8) Clarify responsibilities at postavard conferences.

(9) Clarify the critical factors and general
requlreaents of the contractor's perfonance evaluation.

(10) Add the requireaent for tiaely payaent of Invoices
and clarify the applicability of the Pronpt Payment Act.

(11) Provide the citation and in what capacities RTC is

exempt from taxes.

(12) Reflect changes in the invoice payment process for
review and approval, withholding payments and contractor travel.

(13) Add requirements for compliance with RTC Travel
Regulations, also reflected in Exhibits SS and TT.

(14) Clarify administrative changes and types of
modifications to the contract.

(15) Add the use of MOUs to restrict contractor
activities.

(16) Clarify the use of discretionary termination.

(17) Clarify changes to contract closeout procedures.

k. CHAPTtat 11 to:

(1) Remove the requirement for adherence to the CPPM
by subsidiaries except when involved in RTC specific contracting.

(2) Clarify the requirement for field office
responsibility for use of the Conservatorship's contracts office
personnel for awards in excess of $100,000.
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(3) clarify day-to-day operations in conservatorships.

(4) Clarify the requirements for infonation to be

entered into CARS for conservatorships and receiverships.

1. The EXHIBITS to:

(1) Revise the list of acronyas in Exhibit A.

(2) Revise all other Exhibits except 00.

(3) Add Exhibits QQ through YY.

4. general Infomation

a. Sunmrry of changes . The attached "SuBBary of Changes"
reflects all pages that have been revised in accordance with the
inforaation shown above.

b. Pace Chanoea . Change bars in the margin of each page
Indicate an addition, deletion or change that occurred as part of
this revision. Previous changes are defined on a paragraph by
paragraph basis and are defined by a change date within the

paragraph.

5. Filing Instructions . Manual recipients shall remove all

existing pages from the CPPM binder and insert Revision 6 as a

collate replacement for all such pages. All pages removed
should either be destroyed or archived.

6. Distribution . Distribution of this directive is made by a

coordinator in each local office. For anyone not receiving a

copy of Revision 6 of the CPPK the local coordinator should be
contacted. An E-mail will be sent by the Helpdesk throughout RTC
at the time of distribution and will provide the name of each

locally based distribution coordinator.

7. Effective Date . This Revision 6 to the CPPM is effective on
December 16, 1993.
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SUMMARY OF CHANGES
REVISION 6

CHAPTER 1

Reorganization into OfFioe for Contract

Policy and Major Dispute Resolutions

and Office of Contract Operations

Minor Wording Changes

EKcmpdon for Metnotaadum of

Undenanding with Technical

Assutanoe Adviaon CTAAs) and RTC Leases

MWOBChaf«es

l-I. 1-2, 1-5. 1-^. 1-7. 1-8. 1-19.

1-20. 1-21. 1-22. 1-32, 1-33.

2-1. 2-2. 2-3. 2-4 2-11. 2-12, 2-15.

2-16. 2-17. 2-19. 2-21. 2-22. 2-23.

2-24. 3-51. 3-55. 3-56. 3-61. 3-64,

3-65. 3-66. 7-4. 7-10, 10-15.

10-51. 10-52. and 10-54

1-1. 1-5. 1-6. 1-7. 1-8. 1-9, 1-11,

1-12, 1-13, 1-14, 1-15. 1-16. 1-18.

1-21. 1-22. 1-23. 1-25. 1-30. 1-31.

1-32. 1-33, 1-34, 1-35, 2-5, 2-7,

2-11. 2-22. 3-1. 3-7. 3-9. 3-10, 3-33,

3-41. 3-53. 3-60. 3-61. 3-66. 3-67.

4-3. 4-4. 4-9. 4-19. 5-20. 6-9. 6-11.

6-12. 6-22. 6-31. 6-46. 6-53. 6-54,

7-2, 7-5, 7-9, 7-10, 7-12, 8-1, 8-2,

9-3, 9-7. 9-8. 9-9. 9-10. 9-12, 9-15.

lO-l, 10-5, 1(^6. l(W, 10-11, 10-13,

10-21, 10-43. 10-44, 10-57, 10-58,

10-60, 11-2. 11-7. 11-23 and 11-24

1-2

1-3. 1-9. 1-14. 1-16. 3-13. 3-14.

3-lS, 3-16. 3-17, 3-18. 3-19,

3-20. 3-21. 3-22. 3-23, 3-24.

3-25. 3-26. 3-27. 3-28. 3-29.

3-30. 3-31. 3-35. 3-43. 3-47. 3-59.

4-1. 4-2. 4-3. 4-15. 4-18. 5-4. 5-15.

6-13 6-15, 6-17, 6-19, 6-23, 6-30

6-39. 6-40. 6-43. 6-44. 6-49. 6-54.

9-2. 9-3. 9-5. 9-14. 10-2. 10-7.

10-11. 10-12. 10-27. 10-29. 10-31.

10-44. 10-46. 10-48. 10-49. 10-50.

10-52. 10-54, and 11-8
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SUMMARY OF CHANGES
REVISION 6 (continued)

5. Use of Centralized Official Contract Files : 1-9, 1-33. 1-35, 4-18, 4-19, 4-21,

5-20, 6-11, 7-13, 7-15, 10-13, and

10-63

6. Use of Technical Monitors : 1-15, 10-16, and Exhibit RR

7. Legal Review of Any Unique Documents : 1-16 and 3-64

8. Review of Fitness and Integrity

Certifications by Office of Ethics for

.Contracts over $23,000 for Offerors
*

Most Likdy to Receive Awaid : 1-17, 3-8. 5-16, 6-43,and 6-44

9. Exemption from Non-Competitive Authorization

for Prices set by R^ulation When

There is Only One Source : 1-24

10. Reflnoved Figure 1-2, Limits of Program

Expenditure Authority : 1-24

11. Updated Non-Competitive Expenditure Authority : 1-24

12. No Authority for Non-Warranted Personnel

to Execute, Modify, or Terminate Contractt or

TaskOrden : 1-24

13. Removed Figure 1-4, Authority to Handle

ContTKt Actions : 1-2S

14. Extension of Use of Powen of Attorney : 1-33, and 1-34

15. Requirement for Insurance Policy upon Contract

Execution : 1-33 and 10-15

16. Changes in Dau Input in CARS : 1-39

CHAPTER 2

1. Preparation of Reports of Changes Under

Warrant Program : 2-4

2. Addition of Authority to Approve
Invoices Under Warrant Program : 2-5. 2-7. 2-11, and 2-12
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SUMMARY OF CHANGES
REVISION 6 (continued)

3; Clarification of Warrant Authority

for Modifications as Individual Actions : 2-S, 2-7, and 2-11

4. Clarification of Level m Contracting

Officers : 2-11 and 2-12

5. Multiple Level in Contracting Officers in

Contracts Office : 2-12

CHAPTER 3

1. Removal of Leased Space Under

Contracting for Day-to-Day Operations : 3-1

2. Allocation of MWOB Bonus Points for
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SUMNfARY OF CHANGES
REVISION 6 (continued)

13. Only One Finn Required to be Solicited : 3-52 and 5-4

under $5,000

14. Clarification of Competitive

Requirements for Task Olden : 3-53, 7-1, 7-2, 7-10 and 7-11

15. Clarification of Complaints

For Office Of Ethics : 3-59 and 8-2

16. Time-Limits for Filing Source

/Selection Complaints : 3-^

17. Address for FUing of Complaint
Selection : 3-€3

18. Revision to Definition of Ratification : 3-69

19. Changes in the Ratification Process : 3-69, 3-70 and 3-71

CHAPTER 4

1. Amplification of Description of Deliverables : 4-1

Necessary to be Described by Progrun Office

2. Removal of Requirement for Legal Review

of Oversight Management Plans : 4-3

3. Clarification on the Use of Request for

Services (RCS) : 4-7

4. Clarification for Oversight Management
Plans : 4-9. 6-11, 6-45. 7-9, 7-10. and

Exhibit XX

5. Requirement for Legal Review of SOW for

Task Orders : 4-15

6. Contract Action Schedule : 4-17

Not Normally Needed for Simplified Contracting

CHAPTERS

1. Clarifications of Equal Offers : 5-6 and 6-3
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SinvfMARY OF CHANGES
REVISION 6 (continued)

Format of Information for Background

Invcstigauon by OCOS : 5-15, 6-44, 7-12 and Ejihibit UU

Clarification of Execution Under Simplified

Contracting : 5-17

4. Allowing Effective Dale Prior to

Execution Date When Circumstances

Require it : 5-18, 6-47. 6-48. 7-14. and 1(M3

CHAPTER 6

1 . Review of TEP Repott by Contracting
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SUMMARY OF CHANGES
REVISION 6 (coQtinued)

3. Insurance Coverage and Financial : 7-6

Capability Review at the Task Order Level

4. Restriction of Task Order Modifications : 7-10

5. Review of SOW of Task Orders for

Out-of-Scope Conditions
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SUMMARY OF CHANGES
REVISION 6 (continued)

2. Updates on Oversight Manager's Functions

3. Updates on Administrative Contracting

Officer's Functions

4. L^ Review
fo^.

Formal Suqiension of

Payments

5. Review of Official Contract Files

During the Transition Process

6. Twining RequiremenU for Oversight

Managers and Technical Monitors

7. Contractor Oversight Plan

8. Clarification of Reqxmsibilities at

Post-Award Conference

9. Clarification of Contractors Performance

Evaluation

10. Citation for Taxes

11. Changes to Payment Process

12. Compliance with RTC Travel

Regulations

13. Clarification of Administrative

Changes and Modifications

14. Use of MOUs to Restrict Contractor

Activities

15. Clarification on Use of Discretionary

Termination

16. Changes to Closeout Procedures

17. Need for Contractors Release

10-6, 10-7, and 10-8

10-9 and 10-10

10-11

10-13

10-14 and 10-15

10-14 and Exhibit YY

10-17. 10-18, 10-19, and 10-20

10-23 and 10-24

10-33

10-33. 10-34. 10-35. and 10-36

10-36. 10-37. Exhibit SS. and

Exhibit TT

10-39, 10-40, and 10-41

10-45

10-45

10-55 and 10-56

10-55 and 10-56
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SUMMARY OF CHANGES
REVISION < (ceotinocd)

CHAPTER 11

1. CUrificuion of In^>lelnentation by

Sidmdiaries U-2

Oafificttioa ia the Uk of Coovovatordiip

Cootnco Offices for Awwds Over $100,000 : IM

3. OarificatioQorDay-lo-DiyOpentioQS : 11-S

.in Conservaiorshqn

4. Clarification of Easy imo CARS for : 11-2S.

Recdverdiips

EXHIBITS

1. List of Acronyms las been revised.

2. All other Exhibitt cxcqN 00 have been revised.

3. QQ through YY have been added.

80-519 0-94-7
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aesoLUTiON rausr corporation
Rnolving Th« Crisis

Restoring Tlw Conndencc

SUMMARY OF RESPONSES TO RTC WHISTLEBLOWER HEARING

On September 23, 1993, the Senate Committee on Banking, Housing and Urban A£Eairs held

a hearing that included the testimony of 13 current and former enq>loyees of the RTC
These V^tleblowers' raised serious questions about RTC management and policies in a

number of areas.

Sonuiuuy and Review of Allegatioiis

Many of the concerns raised by the 13 witnesses were known to the RTC at the time of the

hearing and either had been addressed, or were in the process of being addressed. Most
of the major issues had been identified as areas requiring improvement in Secretary
Bentsen's management reforms announced in March of last year. A number of issues,

however, require further attention. The following discussion is a summary of what we have

classified as the seven major issues raised by the witnesses, the steps taken or planned to

address these issues, and our current recommendations for further action where necessary.

1. Review of the Professional Liability Section (PLS) Program

Thomas Bumside, a fonner PLS attorney in the RTC Dallas ofGce, alleged 1) that the PLS

program in Texas was understa£fed, 2) that severe disruptions to the PLS program were

caused by the 1992 reorganization, and 3) that operational problems with the PLS program
resulted in the RTCs failure to aggressively pursue Texas PLS cases. As examples of the

operational problems, Mr. Bumside stated that far too few subpoenas were issued out of the

Texas RTC offices in PLS cases to make an effective determination about whether a case

should be pursued, and that the relationship between PLS investigators (who are not part

of the Legal Division) and attorneys was unclear and not sufficiently coordinated. The
concerns raised by other witnesses regarding the PLS program also can be categorized as

1) inadequate staffing and 2) operational problems.

The improvement of the PLS program is one of the nine reforms announced by Secretary
Bentsen in March of 1993. Both the General Accounting Office (GAO) and the RTC
Inspector General (IG) conducted investigations into the RTC PLS program. Regarding

staffing, the GAO and IG reports stated that the 1992 reorganization of the PLS program
was poorly planned and implemented. The GAO stated that there was a risk that future

investigations of PLS claims may suffer fi'om inadequate staffing and the staffs lack of

experience. The GAO pointed out that, because the RTC is a temporary agency, it is

difficult to attract and retain PLS attorneys and recommended that the RTC work with the

FDIC to analyze and address the staffing needs of the PLS program. The RTC Completion
Act, through its mandates, has provided a framework for addressing the staffing needs as

well as overall restructuring of the PLS program. The similarities of the FDIC and RTC

aor nth Street. NW Washington, DC 20434
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PLS programs and the need eventually to merge the two programs requires improving both

PLS programs in concert Ellen Kulka, the recently ^ipointed General CcMmsel of the

RTC is treating this issue as one of her top priorities.

While the GAO expressed concern about staffing levels, they found "no indication that RTC
or PLS management «ougbt to undermine the professional liability work," and its review of

the 'dose-out* memoranda detailing the reasons behind decisions not to pursue cases against
oiBcen and directon concluded that the decisions were based on 'good faith and plausible

litigation judgments." Hie IG also discovered no evidence of a management policy of

covering up or willfully not pursuing fraudulent activity of officers and directors in

institutions with expiring statutes of limitation.

With respect to the operations issue, and particularly as it relates to the Dallas office, staff

met on November 12 with the GAO team who reviewed the Dallas RTC PLS program to

get their views on the program, and how to improve it In addition, on Novenaber 15, we
met with former RTC PLS attorney Thomas Bumside to better understand his concerns and
to get his views on how the program can be improved. RTC staff also will continue their

discussions with the FDIC to understand ^beir views on these issues and to learn if they have

e]q>erienced similar concerns and complaints. To follow up on Mr. Bumside's complaints
about the operation of the Dallas office, a team of Treasiuy and RTC attorneys and

investigators went to the Dallas RTC office to discuss the PLS program with investigators
and attorneys there.

2. Review of Contracting

Mr. Romer, Ms. Sberrill, Mr. Henderson, and Ms. Taylor spoke about the existence of

contractiDg problems and abuses. Mr. Romer pointed out the subordinate role of the

contracting function, relative to asset di^)osition, and the letting of contracts despite
conflicts of interests. All of these witnesses stated that inadequate supervision of contractors

resulted in poor performance, inflated bills and the use of incompetent staff by contractors.

To address the concern regarding the subordinate role of contracting, in early 1991 RTC
management reorganized the Contracting Office. At that time, the Office of Contracting

began reporting to the Director of Administration, rather than the Director of the Office

of Management and Sales. Both of these Directors have line reporting reqwnsibility to the

field office Vice President

This year, the new Administration immediately recognized that additional improvements
were needed in contracting and contract oversight, and stated its intent to accomplish this

change in Secretary Bentsen's reform package announced in March 1993. In the same
month, the RTC implemented changes to improve RTC contracting in four areas, as noted
below.
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First, to address concerns regarding potential conflicts of interest and to ensure that

contracts include a clear assessment of services needed, cost estimations, and scope of work

definitions, the Office of Contracts was reorganized into two separate and distinct operations

groups: Contract SoUdtation and Award, and Contract Administration. These two groups

respectively handle pre-award and post-award matters. An additional 42 people have been

assigned to the Office to facilitate improved planning of contracting activities.

Second, to ensure that the RTC contracts with reputable parties. Fitness and Integrity

Certifications of contract offerors' proposals now are required to be sent to the Office of

Ethics for review whenever total estimated contract fees exceed $25,000. Also, all RTC
contractors, subcontractors, and servicers have been informed that ai^ violation or

circumvention ofRTC internal controls, policies, or procedures will result in the termination

of their contract, and could lead to debarment

Third, to strengthen the RTCs capacity for contract oversight, the Office of Contractor

Oversight and Surveillance has been authorized to increase its staffing level by 147 positions.

These new positions will be used to improve the quality and increase the frequency of

oversight ofSAMDA contractors, mortgage loan servicers, property management companies,
and billings and travel claim reviews. In addition, a Contractor Performance Tracking

System has been established that produces standardized reports from which to more

objectively evaluate contractor performance.

Fourth, the RTCs control over contracting has been enhanced by requiring that the Office

of Contracts approve in writing contract-related invoices before they are paid. An
independent invoice tracking and processing unit has been established within the Office of

Contracts to perform invoice processing/tracking functions and to maintain continuous

contact with the Accounts Payable Office to ensure compliance with all applicable regulatory
and legal requirements.

Ms. Crisman, Mr. Mangelsdorf, Mr. Pederson, and Ms. Taylor also stated that contracting
with law firms was seriously flawed. In particular, they alleged that contracts were awarded

to law firms based on acquaintances and on interest in firms as potential future employers.

Beginning in late 1992, each RTC office implemented procedures by which a Legal Services

Committee approves the contracting of legal matters. The creation of the Legal Services

Committees was designed, among other things, to avoid conflicts of interest by separating
the awarding of legal services contracts from the oversight of the contracts. Each such

Committee generally consists of representatives from the Legal Division, the Division of

Minority and Women's Programs (Department of Legal Programs), and the Department of

Contracts, Oversight and Evaluation (Office of Contracts). In addition, there have been

enhancements of the operation of the RTC Legal Information System. The improvement
of the RTCs processes for the awarding of legal contracts is on-going and further changes
are being made. For example, recommendations are being implemented from a May 1993

GAO report on the status of the RTC Minority and Women Owned Law Firm (MWOLF)
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Program and from a September 1993 IG report on the RTCs adherence to monetary
limitations on fees paid to outside legal counsel.

We believe that these changes have made significant progress in correcting deficiencies in

contracting. In addition, two other RTC initiatives deserve mention here. First, the RTC
developed a comprehensive audit response capability designed to enstire that RTC
management identifies and inq)lements, in a timefy fashion, necessary corrective actions in

req>onse to all audit recommendations, e.g., those of the GAO and the IG. Second, the

RTC Legal Division initiated discussions with the IG, the result of which is that the IG will

audit particular aspects of the legal contracting program during the current and subsequent

years and report any deficiencies uncovered by these audits so that corrective action,

including the collection cf overfoillings, can be takea Going forward, program managers
should continually review the operation of these programs to ensive that they meet the goals

of Secretary Bentsen's management reforms.

3. Asset Disposition

Messrs. O'Bryon and Mangelsdorf alleged that in certain instances the RTC did not receive

the maTiftiiini rctum on the disposition of assets. They alleged that complicated and

convoluted RTC selling practices contributed to this problem.

To ensure that the RTC meets its statutory mandate to maximize the net recoveries on asset

dispositions. Secretary Bentsen mandated in his reform package that the RTC develop a

business plan for the balance of the cleanup. That plan, a copy of which has been

forwarded to the Congress and Thrift Depositor Protection Oversight Board, includes the

RTCs strategy for the sale of its remaining assets, many of which are hard-to-sell real estate

and nonperforming loans. In the meantime, RTC asset disposition procedures continue to

be improved. For example, the Small Investor Program increases participation and

competition with regard to RTC asset disposition, and therefore should result in better

prices for the assets sold, and thus a better return for the taxpayer. To follow up on their

concerns regarding asset management and disposition, Messrs. O'Bryon and Mangelsdorf
were invited to come to Washington to meet with staff from the RTC and Treasury to

discuss specific iastances of mismanagement or other problems and to give their

recommendations for in^rovements in asset management and disposition going forward.

Initially, they tentatively agreed to come to Washii^on during the week of December 27

throu^ December 31, 1993, they subsequently declined the invitatioa Mr. Manglesdorf,

however, consented to a telephone interview .

4. FoUow-up OB Elfforts Aimed at Eliminating Discrimination

RTC employees from the Newport Beach office (Ms. Crisman and Ms. LePique) and the

Atlanta office (Mr. Henderson and Ms. Smith) described instances of sexuad and racial

discrimination and harassment For employees that feel they have been victims of

discrimination, the RTC follows statutory processes pursuant to the Equal Employment
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Opportunity Commission (EEOC) regulations that apply across the govemmenL The RTC
Equal Employment Opporttmity (EEO) complaint process is implemented at the

administrative level by the Office of Equal Employment Cfpportunity and Affirmative Action

(OEEO/AA), which is part of the Division of Minority and Women's Programs (DMWP).
The EEO process offers several levels of protection and independent review, which were

used by Ms. Crisman and Ms. LePique. A result of this process was that a manager was

fired for engaging in- sexual harassment and other improper conduct

Senior management recognized that EEO problems existed and took action to remecfy the

situation. RTC management issued a strong policy against sexual harassment in September
1992 which was distributed to all RTC employees. The RTC created and implemented a

training and education program that includes managers' responsibilities for maintaining a

work environment free of sexual harassment Training sessions were held in January

through March 1993 in every field office as well as in Washington, D.C offices, and

attendance was mandatory. A new training program is being developed to place even

greater emphasis on EEO, multicultural awareness, and affirmative action issues. Placement

and promotions at grades 13 and above are routinely reviewed by the OEEO/AA for

consistency with the RTCs Multi-Year Affirmative Action Plan.

Due to EEO problems in the Newport Beach and Atlanta offices, additional actions were

taken. The RTC Office of Human Resources Management conducted training at the

Newport Beach office on Workplace Discipline and Conduct In May 1993, a meeting was
held for all Newport Beach employees, which was attended by two RTC Senior Vice

Presidents and the RTC Director of Personnel, to emphasize the RTCs commitment to a

workplace free from discrimination, intimidation and harassment Employees were given
the opportunity to meet with representatives of the OEEO/AA and to present their

concerns.

In June 1993, a meeting also was held with employees in the Atlanta office by the RTC
Director, OEEO/AA. In that meeting, employees were briefed on the RTCs EEO and

AfGrmative Action programs. Employees also exchanged views on the work environment

and raised specific problems. Additional meetings were held with senior management in

Atlanta in October 1993 to provide additional guidance on EEO and the Affirmative Action

program in that office.

To assure that the efforts previously taken in the Newport Beach and the Atlanta offices had

produced the desired results, the Vice President of the RTC Division of Minority and

Women's Programs (DMWP) visited the Newport Beach office in late November of 1993

and her Assistant visited the Atlanta office in mid-December of 1993, to follow up on earlier

visits and assess the impact of previous actions to improve the EEO atmosphere. On
December IS, 1993, Mr. Henderson and Ms. Smith came to Washington to meet with staff
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from the DMWP and from Treasury to o£fer tbeir views on the EEO atmoq^re in Atlanta

and on whether additional improvements could be made to regional EEO processes. Tbeir

remarks, which dealt primarily with concerns about the management of the Atlanta office,

have been relayed to Mr. Ryan.

5. Review the iBspecSor General's Office

Midiael Koszola, an agent of the IG, alleged that a number of uDq>roprieties occurred in

that office, inchiding rewriting reports to mislead Congress, to cover up fai^ level

misconduct, and to distort agency investigative priorities. Mr. Koszola also allied that

inqwrtant documentary evidence was destroyed. The IG re^xwded to Mr. Koszola's

allegations in an October 18, 1993 letter to Chairman Ri^e. We have not been able

independently to substantiate either his allegati<His or the IG's denials. Mr. Koszola has

since been fired for cause. We were contacted by individuals from the GAO who

informed us that they were conducting an investigaticHi of the htspecutr General's Office

at the request of Congressman Spratfs Oversi^t Subcommittee. We met with the

individuals conducting the investigation and have continued to rel^ information to them

that could be helpful or relevant to their investigation. They are in the eaily stages of their

investigation and do not know when their work will be completed.

(. Review of Complaint Procedorea and Allegations of ReUllation; Commanieations

The RTC currently has available internally a number of avenues by y»bi<b to communicate

alleged wrongs that occur, such as an EEO process for allegations of discrimination, an

Inspector General to investigate waste, fraud and abuse, and a grievance procedure to

address other issues such as the denial of a promotioa In addition, the Employee
Ombudsman position that was established will provide RTC employees a direct line to

communicate their concerns and suggestions to senior RTC management, althou^ this

position is not designed to substitute for the EEO, IG or grievance processes.

During the hearing, all of the f*i<tifig procedures were criticized. For exanq>le, a nuniber

of the witnesses complained about the EEO process in RTC field offices, although they all

generally agreed that the process in the OEEO/AA in Washington, D.C, was frur and

efficient The grievance process was criticized and RTC employees who used existing

complaint procedures alleged that they faced retaliation for identifying alleged wrongs.

We believe that the complaints may be evidence of a problem in communications at the

RTC To improve the employee complaint procedures, Mr. Ryan is conducting a search for

a consultant that would be retained by the RTC to study the quality and the coordination

of the grievance, EEO and IG procedures, and to report back to the RTC CEO. The report

should include recommendations for improving the employee complaint procedures and any

recommendations regarding the role of the Ombudsman.

\
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7. Persoanel

AUegations were made by Mr. Romer, Ms. Sherrill, Ms. Smith and Mr. Henderson regarding

employment and promotion practices. Generally, the concerns were that people were hired

without the requisite skills and that there was low morale among staff as a result of bad

management by certain supervisors.

In January 1992, the RTC established its own Office of Human Resources Management to

better ascertain that employees and job applicants meet basic job requirements. Of course,

because the RTC will be downsizing as the deanup effort winds down, there will be mudi

less hiring that will occur in the future, particularly in comparison to the explosive growth

experienced by the agency from 1989 to approximately 1991. Senior management also is

attempting to improve morale by examining more dosely all requests for promotions and

by better planning the downsizing of the agency to assure that employees are given the

marimiim possible notice of how long their services will be needed by the agency. The RTX:

also is providing outplacement and job search assistance. Careful work with the FDIC on

the transition plan is necessary to in^)rove and ma intain morale.
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BBEpons* to Paragraph Cra of John E. Rabscn (teiDrardLin
Datad Fataniary 27, 1992

TiM FDIC and tha RTC each operate under oxprenensive policies en the

Liquidation of asMt£ aoquirad fvaa fail«d financial institutions. These

policies are ganarally qfiite similar with both arphasizing liquidating

properties as aoon as possible for tha optinjm prioa versus holding then in

speculation of incraas«d value.

Ihs mandate fron Oangress to naxisiiza tha net present valua recovery on

aflaefcs vill noznally raquire speedy liquidation due to the aj^senoes associated

tdth holding properties. In eone oases properties are held for a longer period

than desired Aim to sartot conditions when reserve prices are not nat, but this

is an toaafHB of Involuntary holding and noft ^leculation. In aUltlon, the

FKC and the BTC oontinje to aoqulre properties to liquidate. A policy

fatvoring holding pcqperties would lead to trajei'dnua inventories requiring a

lazier staff and a greater use of outside contractors to manage the

prcparties. Such a policy would result in greater ooets than necessary and a

noce lengthy roocvery period.

Although the two liquidation policies are generally oonsistent, there are

ecae dlfferanoes. Foa: eaonple, the RIC conducts eecuritized loan sales to

Mwpntm of their perfcmlng gjiiii'x i.'ial and residential mortgage loans. The

HSC is In the process of attsiiiting to utilize a securitization approach to

perfoEsing <j,i iiwn,.1al mortgage loens, and will continue to utilize whole loan

sales to liquidate residential mortgage loans. It shall be noted that in

ccntrast to the RTC, the FDIC cannot issue securities in its name. The RTC has

also provided seller financing for the purchase of nanperfoming loans and

other illiquid assets. The FDIC has not provided seller financiiq en loan

salee although it does offer financLng for t.^e purchase of its owned real

estate properties, as does the RIC.

It should be noted that the FDIC's portfolio consists of 31% of non nal

estate related tausinass and nnenerrifil loans.
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«/i?/w

ATTACHMENT F
WMIIIISTMTIVE SUSPOCu ISSUED fMH TEXAS IHSTI tUTIONS

NUMBER

1

INSTiruTION

UMC FSA or TEXAS

CUT

SAN MTMIO

STATE OATE OF SUSPOENA

'X 1/21/W

cxe

2
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«/12/»* MtKIMIsruilVt SMPOCMA ISSUtO riSM TCUl mSTITUTIOVS

lumt*

17

INSTITUTION

MKTIN UVINGS MSOCUTIOM

CUT

MtTIN

STATt 0*T[ or SU«POEll«

TX 6/25/9J

CX:

28
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«/12/»* ADMimsriAiivc $;«packA issued fmr texas msriTuTioNS

«««««•«•••••••••«••••*••••••••••••••••••«•••«•*•••••••••••••••••••«••••»••••

USTITUTIOII STATE 0«Te Of SU8PC£\» CI-

$3
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*/12/«* «e«i>itTiiiTivi sui»«ciu issuto rtoi rcul ustiTurioiis p^i*

«»••—<•••••••—•••***••«•••••••**•**•••*•***——•

WMCI

n

mstiTuTiqa

WMOun u

eiTT

PltUDtUA

«IT»

suTc D«T{ 01 sutpoc** :x:

'X »/20/»t

M
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t/12/^ itOMimSTUTIVI SUIPOEKA ISSUED 5tai TEXAS IKTITUTIONS P<9«

IAJH8E«

10S

IMSTiruTION

SANCPIUS U

CUT

PASAOENA

STATE OTE OF SUSPOCHA CX:

TX 12/0V»1 5

106
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*/ii/«* MdlalttUTIVI SMKflU ISSUO rtOH TIUI IHTITUTIOM ••••

———•**•

IMTiniTIM ei" ITATt OAlf Of ««*:€«< :x-
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*/«/»* <a«lalSI(ATIVC SMPQEIU ISSUED FtOM TEXAS IIISIIIUTimS P*^

MUMKt

157

IKSTITUTIM

Koran u

cm

•EOFOU

STATE DATE OF SU8P0ENA CCOE

1S8
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*/«/«* AOKIIIISTUnvt SMPOCIU ISSUCO ^tOH TCMS INSTITUTIONS P*9?

mmut

183

INSTITUtlO eiTt

SAN ANTONIO

All'

STATE OATE Of SUtPOENA COOE

1M



213

4/12/9* JtMimSTUtlVE Sl«l>OCIIA ISSUED FKW TEXAS mSTITUTIOHS
Pl5t

IM«EI

209

210

211

212

21S

2U

21S

216

217

218

219

220

221

222

223

224

22S

22*

22T

22t

229

230

231

232

S3

Z3«

mSTITUTIM

KVM U.

KXM SA

KU« SA

KXAl U

KXAl SA

KJM U

UUt SA

KXAl SA

KXA« M

KXA« U

tCX«« U

mMutm

mtiEsan

URLESOI

mMUvm

uausm

mmatai

UtUSOi

mmutm

matjum

JtUtOi

GA^ITOI. (

OtflTOl cm FW

CAflTOl CITT FM

210
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i/12/*t WalllSTUTIVI nj«l>OflU ISSXtl fWH TEXAS l«STITUTIO«« B«9«

MMEI

23i

KSTIfUTtW

CAPITOL CITT FSA

CUT

AUSTIN

STATf

TX

*TTT

DATC or SUtPOCNA CXt

2/J<r»2 I

236
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*/«/•* «MlllltTUTI«C tUSKCIU ISSUEO fiOM TEXAS IKSTITUTIONS

261

msriTuTiM

CEirtK SAVIVCS MSWUTIOM

CITT

MIIDCTON

STATE e»IE Of SL«PC€si

TX 3/2T/94

262
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»/12/»* MNHKISTUriVt SUMOCIU issuco Fra* tCUS msriTUTlOV) Paqe

••«•«•••••••••••*«•

MJUfi

287

INSTITUTlOa CITT

ioaeti

STATt MTE Of SU«POeil<

TX 1/JV/9*

taa
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*/12/»* AOMimsriilTIVE SUVPOENA ISSUED FIW TKAS INSTITUTIONS Pa9«

NIMSEI

513

INSTITUTION

Cinr UU or SAN ANTONIO

CITT

SAN ANTONIO

STATE DATE OF SUBPOENA CODE

5U
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*/12/*t (caiaiSTiATivi «•*«« issues ttat rtus iMTiTutms

«—•»•••••••—•••

IMTITUTIOI CITT SIATI 0«T( 0# SUtPOCIU ca£

m
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«/12/»l «IMIIII$T(ATIVI SUBPOflU ISSUED FBCH TEXAS INSTITuT lew; Pige

HlMttl

36S

msriTuTioN

El PASO SAVIDCS ASSOCUriOII

CITT

EL PtSO

STATE DATE Of SU8P0EMA CI:

y*
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4/12/9* MMimSTtATIVE tMPCtM ISSUCO FIOM TEIAS IHSriTUTICMS P%^9

MCEI

J»1

*•••»••—

INSTITUTION

FIKT fU

CITT

0(CE(

ST4TE 0*T£ Of SUB(>0£H« CXE

TX 2/0S/»3

3M
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4/12/9* AOaimsrUTIVt SMPCCa* issues '*» TEUS IKSTiruTICWS P»g*

IMMCI

«17

INSTITUTION

NALIMRK SA

CITT

PIMO

ATT'

ST»IE 0»IE OF SuePC£»i :x£

T« 9/28/90 •>

t18



222

i/U/9* •OMimSTtAtlVC tU*l>aCM issued FIOH TEXAS mSTITUTIOHS **««

HUME!

M5

IkSIITUTIOH

HEIITtANC M

CITT

HOUSTON

STATE

TK

OAIE OF SUtPQEN* CXE

«/ 13/91

4U
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*/12/«* •CHIIIISTtATIVf SUlPOflU ISSUED FtOH TCUS laSTITUTinS

uumit msriruTiOM

MURUT SA

CUT

0*lL*S

STATE DATE OF SUSPOEM CCBE

«70
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«/«/«* «£«IIIISTIATIVE SUtPOEN* ISSJED FROM TEUS INSTITUTIONS **9e

49$

INSTITUTION

PUNO StlA

CITt

PIMO

ST«iE o«Te Of suscce.i :i:

TK 10/16/91 ;

496
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*/12/«* ASMimSTKATIVt nnPOCNA ISSUED f«OM TEXAS laSTITUTIOKS

VUHBE>

5M

USTITUTICM

EMIKCTO* M

CUT

ELCIN

STATE DATE OF SuePOENA CX:

TX 8/02/93

522
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*/12/»* «eMI«ISTtATIVC tUt(>aEIU ISSUED rtOM TEXAS INST I TUT IONS
r<:e 2.'

*r'

NUMUK INSTITUTION

SAN MCINTO SA

CiTT

lEllAKE

STATE DATE Of SU6P0EN* CX!

ua



227

4/1Z/9* ADMimSTUTIVf JUBKCM ISSUED F>M TEXAS INSTITUTIONS

mmatt

573

57*

575

576

577

578

J79

INSTITUTION

SAN JACINTO SA

SAN JACINTO SA

SAM JACINTO SA

SAN JACINTO SA

SAN JACINTO SA

SAN JACINTO SA

SAN JACINTO SA

57*
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*/u/« «wiiiiiST«Aiivi suePoenA issueo ftm kkas msTiiuiiwis »•;»

msriTuTiOM

SAII JACIIfTO U

CITY

UIIAIK

STATE

TX

DATE OF SUBPOENA

600
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4/12/V* AOMINISTIATIVE SUtPOilU ISSUCO f»» TEU! INSTITUTIONS Pl«« 2'.

NUWfl INSTITUTION

»IIT

STATE B*TE Of Suei>0£li« CMt

«»
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t/12/«* tOMIKISTUTIVE VUVXUA ISSUEIi riOH TEXAS INST I TUT IQMS »<;<

«S1

IttSTirutlOM

Mir JACIKTO SA

eiTT

KLUIK

«•
STATE DATE OF SUtPOEHA CX:

6S2
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t/12/»» AMimSTIATIVt SUtPOCW ISSUED flOH TEMS IMTITUTIOIIS
'ait 2'

tM«E*

477

IMSriTUTtOM

SAD JMUTO S«

CITT

UlUIIE

St«TC 0»Tf Of SJifCtlt ~l

67B
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4/i:/9* JU>MI«IST(ATIVE SUSPOEU* ISSUED FIOM TEXAS KST ITUT IONS Pa5«

IM«E(

roj

IHSTirUTIOM

UM ucitno u

eiTT

KlUltE

A'*'

STtTE 0«TE Of $uei>OEN* CX<

T« 2/10/93 B

7M
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*/12/»* •CilllllSTUTIVE SUtntUt. ISSUED FtOH TEXAS IHSTITUTIOKS

WJWER

729

710

731

712

733

INSTITUTION

SAN JACtHTO SA

SAII JACINTO SA

SAN JACINTO SA

SAN JACINTO U

SAN JACINTO SA

CUT

tElUIXE

KlUIIE

KIUIK

KIUIK

KLUIK

»"•

STATE DATE OF SUSPOENA CXE

'« 2/16/93 6

'« 2/16/93 t

'« 2/16/93 I

T« 2/16/93 •

2/16/93 ITX

75*
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*/12/9* tSMIHISTUtlVF SMPOCM ISSUED riOH TEXAS INSTITUTIIMS '•S«

IU«EI

m
iMsriTbtiaM

SM .tACIHTO u

citt

KlUKE

SUtE 0«te OF SU9»0£<l« cxs

'« 2/2J/V3 •

7M



235

4/12/9* U«I«!STIATIVC SUtPOCNA ISSUCO rtOH 'CUS tdSTITUTIONS Pjfl*

auMCi lirSTITUTlaN STATE DATE OF SuePOEN* COCE

781
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*/1i/9* /ttMimsTiitTivt susPociiA issueo ftO' 'E«*S 1«5TIIuTI0KS

HUME!

607

INSTITUTIOII

SM JACINTO U

CUT

KLUIIE

SI«le 0»TJ Of SU8P0£N« :i£

J/24/93

808



237

t/12/»4 MMimSTUTIVE SMPdClu ISSUED FiOH TEKAS INSTITUTIONS Pjge

KMEt

an

IKSTITUTION

tut JACIMO SA

CITT

KllAKE

STME

rx

»Tir

:«tE Of SJ8!>CEs« cxc

at.
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t/12/«* WnmiSTMTIVC SUSPOCIIA ISSU€D f»» TEXAS INSTITUTIONS ».?»

NUMK*

859

INSTITUTION

SOUTHSIK StU

eiTT

AUSTIN

• lit

SIA'E DATE OF SUtPCfs: CX(

860



239

*/12/»t MHlaiSTIATIVI SUtPOCNA ISSUEO FIOM TCUS IKSTITUTIOIIS

ass

IIKTITUTlai

SMfTT MVIDCS

CITT

CI HiO

STATE DATE OF S.S=OE«« CX:

S86
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t/W/9* MmmiSTIATIVt SUtPOCNA ISSUCO FROM TEXAS INSTITUTIONS P»;<

MJHICI

911

INSTITUTION

TEUSSAMK SAVINGS, rsi

CITY

CONIOE

AITt

SItTE DATE OF SUSPC£'.* CME

912
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4/12/9* *CMi)iisrurivE smpocm issued f^on teus ustitutiohs ^•se

NUME*

937

INSTITUTIOM

TEXASSAIK MVINCS. FSt

CITY

coNtaE

STATC OtTE OF SUSPOEX*

TX 12/2iy«2

9M
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4/12/9* »WIIIIIST«ATIVt SmPOCNA 1SSU€0 l*Cm TtMS IVSTITUTIONS Pa5e

NUMSEt

963

INSTITUTION

VICTMI* SA

CITT

VICTOII*

ST«ie D«te Of suBPoex*

7/17/91

COC!

T>
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(./um «M(lirltTUtlVE SUSPOCIU ISSUED H» TEXAS lli;TITi;TI0lrS P<9< -

NUMEi IKSriTUTIOM

VICTOtU U

CITY

VICTOtl*

STATE DATE OF SUBPOEX*

« «/07/92

CXE

990
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ATTACHMENT H
Atlanta Office

RTC 92-46 (C)

Complainant, a Special Assistant, LG-14, Atlanta and Tampa Offices,
filed a class complaint of discrimination dated December 30, 1992,
alleging the following:

Blacks, specif ice.lly Black Women, are/were represented at the
lower levels, or nonprofessional levels, within the

organization at a rate disproportionate to their White
counterparts even though they tend to be better qualified and
educated than their White counterparts;

Blacks, especially Black Women, are rarely considered
seriously for employment at the higher professional grade
levels for which they could qualify within the Corporation,
thus denying them economic opportunities;

Management within the Corporation has systematically excluded
Blacks, particularly Black Women, from higher grade levels
(Grade 15 and above) . As such, they are almost nonexistent at
the higher grade levels;

When Black Women are employed at the professional grade
levels, they are excluded from promotions and advancement; and

During periods of reduction-in-force (RIF's) and/or
restructuring. Black Women were dismissed and/or excluded from

promotions or opportunities for advancement at a rate

disproportionate to their White counterparts.

EEOC recommended complaint be dismissed for failure to meet the

prerequisites of a class. The Corporation will issue a FAD

adopting EEOC's recommendation.

RTC 94-09

Complainant, an Operations Technician, GG-7, Investigations
Department, filed a formal complaint on February 10, 1994, alleging
that as a result of discrimination on the basis of her race
(African-American) , she and other minorities in her Department are
treated less favorably than White employees with respect to

training, awards, job assignments and promotion opportunities.
Complainant identified the Director, Investigations and Assistant
Director, Investigations, as the responsible management officials.

Complaint is pending review for assignment to investigation.
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RTC 92-27
RTC 93-12

Complainant, a Secretary, LG-6, Step 2, Tampa, filed a formal
complaint of discrimination August 6, 1992, alleging that she was
discriminated against because of her race (Black) , sex (female) and
as reprisal for previous participation in the complaint process.
Specifically, Complainant alleged that the Senior MWPD Specialist,
and Special Assistant at SECO provided her a Performance Appraisal
on June 8, 1992, that did not reflect her perception of her job
performance.

Complainant, filed a second formal complaint of discrimination on
February 2, 1993, alleging that she was discriminated against
because of her race (Black) , color (Black) , sex (female) and in
reprisal for filing previous complaint RTC 92-27, when: 1) her
request for lateral transfer was denied; 2) she was given a 90 day
Notice of non-renewal; 3) she was not selected for positions for
which she applied; 4) she was denied extra-departmental
assignments; 5) she was denied out -placement upon termination; 6)

she was terminated 9/19/92, as part of the downsizing before "all
other RTC Employees." The Senior MWPD Specialist and Special
Assistant were identified as the responsible management officials.
The two cases were joined for processing. Complaint is in
investigation .

RTC 93-35

Complainant, an Operations Technician, LG-07, Investigations
Department, filed a formal discrimination complaint on June 21,
1993, alleging that as a result of discrimination on the basis of
her race (African American) , color (black) and sex (female) , she
has been consistently denied an opportunity to be upgraded to the
LG-09 level. Complainant also alleged that in reprisal for
initiating EEO counseling in March 1993, she was removed from an
assignment which she held since October 1992 and given a

"derogatory" iYiterim appraisal; in October 1993, she was given an
unsatisfactory annual performance appraisal; and she was
continuously subjected to abusive treatment. Complainant
identified the Assistant Director and Department Head,
Investigations, as the responsible management officials. By copy
of a letter dated March 10, 1994, Complainant notified this Office
that she is resigning from her position effective September 30,
1994, "due to racist practices." Issues raised in Complainant's
letter are some of the same allegations raised in her
discrimination complaint. Complaint is in investigation.

RTC-93-46

Complainant, Secretary, LG-318-5, Asset Marketing Office, filed a
discrimination complaint on September 14, 1993, alleging that he
was discriminated against based on his race (African American) , sex

0/-V cir\ r\
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(male) and reprisal {initiating EEO Counseling) , when he was
removed from his position and replaced by a White female and was
advised to look for another position elsewhere because there was no
work for him in the Department; he was moved three times but was
not reassigned to another official position; and, he was subjected
to harassment in violation of his terms, conditions and privileges
of employment after being placed under the supervision of the

supervisor. Division of Assets-REO. Complaint is currently under

investigation.

RTC-93-55

Complainant, Conversion Specialist LG-303-12, Atlanta Financial
Services Center, filed a formal complaint on December 13, 1993,

alleging that as a result of discrimination on the basis of her
race (African American) and sex (female) in violation of Title VII
of the Civil Rights Act, 1964, as amended, and the Equal Pay Act,
in February 1993, she was hired at a lower salary than a White male
hired before her and one hired after her to perform the same duties
and responsibilities, based on the Corporation's "Policy Guidance
on Paysetting Determinations." Complaint is presently under
investigation .

RTC 93-24

Complainant, a Paralegal Specialist, GG-9, Legal Division, Real
Estate and Marketing Section, filed a formal complaint on April 27,

1993, alleging that as a result of discrimination on the basis of
her race (Black) , she was not promoted to a Paralegal Specialist,
GG-11 and was denied select assignments that would have enhanced
her opportunity for advancement. Complainant also alleged that as
a result of discrimination based on reprisal for initiating EEO

counseling on March 1, 1993, she was subjected to different
treatment by the Section Chief, Asset Disposition Unit; a Staff

Attorney, Asset Disposition Unit, criticized her work unjustly and

gave her a performance appraisal for the period April 28, 1992 to

April 27, 1993, that she believed did not accurately reflect her

performamce . Complainant also identified the Assistant General
Counsel and Senior Counsel, Asset Disposition, as responsible
management officials. The investigation has been completed and the

Report of Investigation is pending review. Upon completion of the
review, a copy of the Report will be forwarded to Complainant.
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RTC 93-25
RTC 93-48

Complainant, a Paralegal Specialist, GG-9, Legal Division, filed
formal complaint RTC 93-25, on April 27, 1993, alleging that as a
result of discrimination on the basis of her race (Black) , she was
not promoted to a Paralegal Specialist GG-11 and was denied select
assignments that would have enhanced her opportunity for
advancement. Complainant filed formal complaint RTC 93-48 on
October 1, 1993, alleging that as a result of discrimination based
on reprisal (filing formal complaint RTC 93-25) , on September 20,
1993, she was given an annual performance appraisal that did not
accurately reflect her performance for the period June 18, 1992 to
June 18, 1993. The two complaints were joined for processing.
Complainant identified her first and second level supervisors as
the responsible management officials. The investigation has been
completed and the Report of Investigation is pending review. Upon
completion of the review, a copy of the Report will be forwarded to
Complainant.

RTC 93-29

Complainant, a Paralegal Specialist, GG-9, Legal Division, filed a
formal complaint on April 27, 1993, alleging that as a result of
discrimination on the basis of his age (DOB: 7-26-46) and sex
(male), he was not promoted to a Paralegal Specialist, GG-11 and
was denied select work assignments that would have enhanced his
opportunity for advancement. Complainant identified the Assistant
General Counsel, Senior Counsel for Corporate Affairs, and his
Section Chief as the responsible management officials.
Investigation has been completed and Report of Investigation is

pending review. Upon completion of review, a copy of the Report
will be forwarded to Complainant.

RTC-93-33

Complainant, former Administrative Assistant LG-303-6, Facilities
Department, filed a formal complaint dated June 1, 1993, alleging
that she was discriminated against based on her race (Black) and
sex (female) . Complainant specifically alleged that her temporary
appointment was terminated and she was placed on administrative
leave until the Tampa Office closed in January 1993; during the
period from June 1992 to January 1993, she was continuously
subjected to humiliating, hostile, unfair and racist treatment and
was denied an opportunity for advancement to Facilities Department
Supervisor and denied consideration for a transfer or detail to the
Atlanta Office; and during January 1993, her work was subjected to

inappropriate scrutiny and her work station and personal effects
were searched by another temporary employee assigned to supervise
her work. Complainant identified the Administrative Officer as the

responsible management official. The Report of Investigation is

currently under review. Upon completion of the review, a copy will
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be forwarded to the Complainant .

RTC 93-17

Complainant, an RLIS Technician, LG-303 7/1, Division of Legal
Services, filed a formal complaint of discrimination on February
22, 1993, alleging that she was discriminated against because of
her race (Black) and age (DOB 5/26/51), as follows: 1) she was
given a poor Performance Appraisal for the period 3/25/91 to
10/25/92; 2) issuance of her Performance Appraisal was delayed 20

months; 3) in January 1993, she was not considered for the position
of Management Specialist, Legal Division, LG-301-11/12 ,

Announcement Number 001-07-1992; 4) her work site was moved on four
occasions. Complainant identified the Assistant General Counsel and
Senior Counsel for Corporate Affairs, as the responsible management
officials. Complaint is pending issuance of Final Agency Decision.

RTC-93-05

Complainant, a Clerk-Typist, LG-4, Step 4, filed a formal complaint
of discrimination dated January 14, 1993, alleging that he was
discriminated against because of his race (Black) and reprisal
(participation in an EEO complaint) when his supervisor accused
him of sexual harassment and on December 21, 1992, he was
terminated for misconduct involving his government issued Diner's
Club charge card. Complaint is pending an EEOC hearing.

RTC 93-06

Complainant, an Operations Technician, LG-7, filed a formal
complaint of discrimination dated January 13, 1993, alleging that
she was discriminated against because of her race (African
American) when she was not selected for a Career Development
Specialist position. Complaint is pending an EEOC hearing.

RTC 93-08

Complainant, an Administrative Assistant (Personnel) , GG-303-08,
filed a formal complaint of discrimination on February 11, 1993,

alleging that because of her race (Black) , she was not selected for
the position of Personnel Specialist, LG-09, under Announcement 92
ATL 114, posted in September 1992. Complaint is pending an EEOC

hearing.
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RTC-93-09
RTC-93-10

Complainant, an Administrative Assistant (Personnel) GG-303-08,
filed two formal complaints on January 26, 1993, alleging that she
was discriminated against because of her race (Black) when she was
not selected for two Personnel Specialist positions, LG-301-9, in
October 1992. The Administrative Officer was named as the
responsible management official. Complaint is pending an EEOC
hearing.

RTC 92-14
RTC 92-38

Complainant, Special Assistant, LG-14, Atlanta and Tampa Offices,
filed formal complaints of discrimination dated April 22, 1992 and
October 13, 1992 respectively. Complainant alleged that because of
her race (Black) and sex (female) , she was subjected to harassment
which created unequal working conditions. She also alleged that
after becoming aware of the sexual harassment, the (former)
Director, RTC Southeast Consolidated Office failed to take
immediate and appropriate action to ensure that the sexual
harassment did not recur. Complainant further alleged that in
reprisal for her prior EEO complaint activity, she was subjected to
unequal terms, conditions and privileges of employment; given two
Letters of Reprimand; and, placed on leave restriction. The
complaints were joined for processing. The investigation has been
completed and the Report of Investigation is pending review. Upon
completion of the review, a copy of the Report will be forwarded to
Complainant .

RTC 92-21

Complainant, an applicant for employment with the RTC, filed a
formal discrimination complaint on June 4, 1992, alleging that
because of his age (DOB: 5-06-27), he was discriminated against by
the Supervisory Managing Agent, Special Assistant to the Vice
President, and Administrative Officer, when he was not selected for
the position of Managing Agent, LiG-13, with the Conservatorship
Program. An EEOC hearing was conducted by an Administrative Judge
appointed by Equal Employment Opportunity Commission (EEOC) , who
recommended a finding of no discrimination. A Final Agency
Decision was issued adopting EEOC's recommendation.

RTC 92-33

Complainant filed a formal discrimination complaint on August
20, 1992, alleging that as a result of discrimination on the basis
of her sex (female) , her 1992 performance evaluation prepared by
her immediate supervisor. Investigations Department Head, contained
references to "outside responsibilities and concerns and outside
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pressures" as a single parent to support some of the ratings.
Complainant further alleged that, as a result of discrimination
based on her sex, management and other employees referred to her as
a "J.A.P." (Jewish American Princess); she was subjected to a
sexually hostile working environment by her supervisor who
repeatedly asked her co-worker for dates; and she was denied an
upgrade from an Operations Technician (Typing) , LG-303-07, to an
Investigator, LG-301-09 position. 'Complainant also alleged that as
a result of discrimination based on reprisal (prior EEO activity) ,

she was involuntarily detailed from the Investigations Department
to the Personnel Office; and, on October 16, 1992, she received a
60 day Notice of Non-renewal of her temporary appointment.
Complainant identified the Assistant Director, Investigations, as
the responsible management official. The complaint is pending
issuance of a Final Agency Decision.

RTC 92-44

Complainant a former RLIS Technician, LG-7, filed a formal
complaint on December 2, 1992, alleging that she was discriminated
against because of her race (Black) and sex (female) by the
Assistant General Counsel and Senior Counsel, Corporate Affairs,
when she was terminated effective September 25, 1992. Complaint is
pending issuance of a Final Agency Decision.

California Office

RTC 94-10

Complainant, a Senior Administrative Assistant, LG-09, filed a
formal complaint on February 17, 1994, alleging that as a result of
discrimination based on her age (DOB 3/1/53), sex (female), and
reprisal (participation in the EEO process) , she was subjected to
harassment and subsequently terminated. Complainant identified the
Assistant General Counsel and Deputy General Counsel, as the
responsible management officials. The complaint is pending
assignment to investigation.

RTC 93-22

Complainant, an Asset Specialist, Real Estate Owned, LG-14, filed
a formal complaint on April 19, 1993, alleging that as result of
discrimination based on reprisal (participation in an EEO
investigation) , she was subjected to harassment, denied an upgrade
to an LG-15, and provided a low performance evaluation.
Complainant identified the Director, Office of Asset Management and
the Section Chief as the responsible management officials. The
Complaint is currently in investigation.
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RTC 93-11

Complainant, a Contract Specialist, LG-14, filed a formal complaint
on January 23, 1993, alleging that he was discriminated against
based on his age (58) and reprisal (previous EEO activity) , in that
he was verbally warned that support for his job would be withdrawn;
his support staff was relocated; he received unjustified oral and
written criticism of his performance; and, he was dismissed from
his Department Head position. Complainant identified his immediate
Supervisor and the Acting Assistant Director as the responsible
management officials. The Complaint is currently in investigation.

RTC 93-27

Complainant, a Supervisory Asset Manager GG- 15, Standard Asset
Management Disposition Agreement Program (SAMDA) , filed a formal
complaint on April 27, 1993, alleging that because of
discrimination based on her sex (female) she was subjected to both
sexual and non-sexual harassment creating a generally hostile and
abusive viork environment. Complainant identified the
Directors/SAMDA Program Management, Deputy Vice President and Vice
President, California Office as the responsible management
officials. The investigation has been completed and the Report of
Investigation is pending review. Upon completion of the review, a

copy of the Report will be forwarded to the Complainant.

RTC 93-42

Complainant, a Staff Attorney, LG-905-13, filed a formal complaint
on July 23, 1993, alleging that as a result of discrimination on
the basis of her sex (female) , race (Hispanic) and reprisal
(informal EEO complaint activity and management's perception that
she is involved in a former employee's EEO complaint) , she has been
subjected to harassment and unequal terms, conditions, and
privileges of employment. Specifically, she alleged that she was
not recommended for an upgrade to an LG-14; she has been
continuously denied conversion from a temporary LG to permanent GG
status; she has been consistently assigned a heavier .orkload than
White male attorneys; she received a performance evaluation which
did not accurately reflect her performance; she has been denied an
opportunity to serve as Acting Section Chief; and, her immediate
supervisor over scrutinized her work. Complainant identified the
Acting Deputy General Counsel, General Counsel, and Section Chief
as the responsible management officials. The complaint is pending
assignment to an investigator.
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RTC 92-40

Complainant, a Department Head, Real Estate Owned (REO) , LG-14,
filed a formal complaint on October 21, 1992, alleging that because
of her sex (female), she was denied an upgrade to an LG-15. She
identified the Vice President, California Office, as the

responsible management official. The complaint is pending
settlement .

RTC 93-02

Complainant, Department Head, Affordable Housing, 1X3-14, filed a

formal complaint on January 4, 1993, alleging that she was
discriminated against because of her sex (female) when she was

subjected to sexual harassment. She further alleged that she was
discriminated against because of reprisal (prior participation in
an EEO complaint) when she was denied an upgrade to an LG-15 which
had been recommended by her immediate supervisor. Complainant
identified the Director, Office of SAMDA Program Management auid the
Vice President, California Office, as the responsible management
officials. The individual found to have sexually harassed

Complainant was terminated. The complaint is pending settlement.

RTC 92-39

The Complainant, an Asset Specialist, Office of SAMDA Program
Management, filed a formal complaint on October 6, 1992, alleging
discrimination based on his race (Hispanic) euid National Origin
(Mexican) when he was not considered for promotion and was removed
from a supervisory position. Conqplainant identified the Director,
Office Of SAMDA Program Management as the responsible m«magement
official. The Complaint is pending the issuance of a Final Agency
Decision.

Dallas Offlea

RTC 93-40
RTC 93-40A

Complainant filed a formal complaint on July 14, 1993 and October
24, 1993, alleging that as a result of discrimination on the basis
of his race (African-Americam) and reprisal (his association with
an individual who filed a formal complaint against the

Corporation) , he has been continuously denied a position with the
Dallas Office and Dallas Financial Service Center. Con^lainant
identified the Director of Administration, Administrative Services

Manager, and Personnel Section Chief, Dallas Office auid Dallas

1
Financial Service Center as the responsible management officials.
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Complainant identified several positions for which he applied in
the Dallas Office and Dallas Financial Service Center between
November 1992 and October 1993. Complainant also alleged that
Black applicants, specifically Black males who apply for positions
at grades 12 and above in the Dallas Office and Dallas Financial
Service Center, are rejected for employment in favor of White
applicants with less education and experience.

Complainant further alleged that he was discriminated against based
on his race when he was not selected for the position of Contract
Specialist, Kansas City Office, under Vacancy Announcement Number
93-CON-050. Complainant applied for the position in August 1993.
Complaint is currently in investigation.

RTC 93-04

Complainant, an Assistant Marketing Specialist, LG-12, filed a
formal- complaint on April 7, 1993, alleging that she was
discriminated against based on her sex (female) , when she was
subjected to sexual harassment which created a hostile work
environment. Complainant also alleged that as a result of
discrimination on the basis of reprisal her temporary appointment
was not renewed when it expired. Final Agency Decision issued on
jurisdiction (complaint was untimely filed) .

RTC 93-39

Complainant, formerly an LG-11 Settlement Claims Specialist, filed
a formal complaint July 7, 1993, alleging that as a result of
discrimination on the basis of her sex (female) , she was hired as
an LG-11 instead of an LG- 12 which she was offered and accepted;
her temporary appointment was not renewed when it expired January
1, 1994; and, she was subjected to unequal terms, conditions and
privileges of employment, sexual harassment and a hostile work
environment in which females were encouraged to be submissive and
obedient. Complainant cites verbal abuse, sexual innuendo,
negative remarks about women by co-workers and managers, and denial
of training, overtime, opportunities to travel. Complainant
identified the Department Head, Claims Settlement Department, as a

responsible management official. Complaint is pending assignment
to investigation.
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RTC 92-37

Complainant, a former Deputy Regional Counsel, Legal Division,
filed a formal complaint on September 29, 1992, alleging that he
was discriminated against based on his religion (Christian) and
reprisal (EEO activity) , in that he was subjected to harassment and
unequal terms, conditions and privileges of employment. Complainant
specifically alleged that: his second level supervisor refused to
sign or comment on his Annual and Supervisory Performance
Appraisal; he was denied permission and/or directives were given to
others to prevent his participation in special, high visibility
projects and assignments; he was denied promotion or upgrade to his
target grade of E-1; he received written criticism; he was the
victim of injurious remarks regarding his character, performance,
disposition, and professionalism; he was not considered, contacted,
nor interviewed for promotion to Assistant General Counsel; he was
removed from the position of Senior Counsel, Corporate Affairs,
Legal Division; his privacy was invaded by the establishment of a
secret electronic mailbox to which some of his E-Mail was delivered
without his knowledge; he was assigned to a former "Smoking Room"
with poor ventilation when management knew that he was allergic to
smoke; and he was subjected to ostracism because no one was
supposed to talk to or be seen with him. Complainant identified
the former Associate General Counsel and Assistant General Counsel
as the responsible management officials.

RTC 92-41
RTC 92-41A

Complainant, a Paralegal Specialist, Outside Counsel Services,
Legal Division, filed a formal complaints on November 19, 1992,
alleging that she was discriminated against on the basis of
reprisal by the Assistant General Counsel, as follows: she was
replaced as RLIS Coordinator; her performance appraisal was
"downgraded" in several categories; she was relocated to an
isolated location within the office; she received two reprimands;
she was assigned an inequitable and disproportionate workloaa; she
was not given recognition for her supervisory experience; and her
activity was closely scrutinized. Complaints were consolidated and
are currently in investigation.

RTC 93-30

Complainant, formerly Affordable Housing Coordinator, LG-15, filed
a formal complaint on April 20, 1993, alleging that because of her
race (White) , sex (female) and physical handicap (neck surgery on
ruptured disk) she was discriminated against by the Acting General
Counsel and Assistant Director, Operations/Administration, when she
was terminated for "misconduct" effective April 2, 1993. Complaint
is currently in investigation.
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RTC 94-02

Complainant, an applicant, filed a formal complaint on January 10,

1994, alleging that because of discrimination on the basis of his

age (DOB: 2/24/34), he was not selected by the Personnel Section
Chief, for the position of Affordable Housing Disposition
Coordinator, LG-301-15, under Vacancy Announcement Number RTC-DO-
1281, issued 10/04/93. Complaint is currently in investigation.

RTC 92-31

Complainant, a Financial Institution Specialist, GG-12, Special
Projects Division, filed a formal complaint on August 17, 1992,

alleging that as a result of discrimination on the basis of his sex
(male) , physical handicap (degenerative spinal disease) , and

reprisal (prior EEO complaint dated 12/2/91 and activity as an EEO
Counselor) , he was subjected to continuous acts of harassment by
the former Vice President, Dallas Office and Vice President for
Field Operations, as follows: his home was "raided" by the FBI at

the request on Vice President; he was instructed by his Supervisor
to resign as an EEO Counselor; and, he was required to use sick and
annual leave for medical treatment . Complaint is pending issuance
of a Final Agency Decision.

RTC 93-4 9

Complainant, an EDP Technician, 1X3-7, Information Services Unit
(ISU) filed a formal complaint on September 30, 1993, alleging that
she was discriminated against because of her sex (female) , when in
March 1992, her immediate supervisor and Department Head
transferred her from the Network to Systems component of the
Information Services Unit; and, in March and June 1993, she was
denied BANYAN computer training provided her male counterparts.
Complaint is pending supplemental investigation. Upon completion
of the review, a copy of the Report will be forwarded to

Complainant .

RTC 93-19

Complainant, a Senior Attorney, LG 14/1, (former) Gulf Coast
Consolidated Office, Houston, filed a formal complaint on March 2,

1993, alleging she was discriminated against because of her sex
(female) when the Managing Senior Counsel, failed to convert her
from Liquidation Grade (LG) to General Grade (GG) status following
her selection for a position. Complaint is pending an EEOC

hearing.
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RTC 93-20

Complainant, a Senior Attorney, LG-14/1, (former) Houston
Consolidated Office, filed a formal discrimination complaint on
March 4, 1993, alleging that the Managing Senior Counsel, Legal
Division, discriminated against her because of her sex (female)
when she was not converted from Liquidation Grade to General Grade
following selection from roster No. 10050, dated December 9, 1991.
Pending request from Complainant for a Final Agency Decision with
or without a hearing.

RTC 92-32

Complainant, a former LG-9 Paralegal Specialist, Case Management
Department, Legal Division, (former) Gulf Coast Consolidated Office
(GCCO) , filed a formal complaint on August 19, 1992, alleging that
because of her race (White) and age, she was discriminated against
by the Assistant General Counsel, when she was not selected for a
transfer to any of the three regions of her choice (Valley Forge,
California, Atlanta) when the GCCO closed; and she was denied a
promotion, step increase, and/or awards, granted other similarly
situated, younger, Blaclc Paralegal Specialists. Complaint is
pending an EEOC hearing.

RTC 92-35

Complainant, a former LG-5 Clerk-Typist, SAMDA, filed a formal
complaint on August 16, 1992, alleging that she was discriminated
against because of her race (Blac)c) , when the SAMDA Oversight
Department Head-Team 4, terminated her emploj'ment effective July
17, 1992. Complaint is pending an EEOC hearing.

RTC 92-42

Complainant, a former Financial Analyst, Budget Office, filed a
formal complaint on December 1, 1992, alleging that she was
discriminated against because of her race (Asia-American) and color
(Yellow) when she was given a Notice of Nonrenewal on June 6, 1992,
terminating her temporary employment. Complaint is pending an EEOC
hearing.

RTC 91-26

Complainant, a former Asset Specialist, LG-15, Real Estate Owned
(REO) , former Gulf Coast Consolidated Office, filed a formal
complaint on October 9, 1991, alleging that because of
discrimination on the basis of his race (Caucasian) , color (White) ,

sex (Male), and Age (53), in April 1991, without being given a

probationary period or an opportunity to perform under the
restructured departmental organization, he was coerced into signing
memoranda agreeing to change his position from an Assistant
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Director, REO, LG-15, step 10, to an Asset Specialist, LG-15, step
7; in August 1991, his temporary appointment as an Asset
Specialist, LG 15, expired and was not renewed; and, in September
1991, management refused to adjust a clerical error on his

appointment SF-50 to reflect that he was hired for a two year
temporary appointment. Complainant also alleged that as a result
of discrimination on the basis of reprisal (EEO activity) , in
October 1991, he was given a negative Performance Appraisal.
Complaint is pending issuance of a Final Agency Decision.

RTC 92-18
RTC 92-23
RTC 92-28

Complainant, an Asset Marketing Specialist, LG-12, filed three
formal complaints on 5/27/92, 6/29/92, and 8/5/92, respectively.
The complaints were combined for processing pursuant to EEOC
regulation at 29 C.F.R. § 1614.606. Complainant alleged that as a
result of discrimination based on his race (Hispanic) and age (DOB:

6/21/47) , the Department Head, Sales Center, and his former
supervisor subjected him to harassment and unequal terms,
conditions and privileges of employment, as follows: in March 1992,
removed his name from the list of individuals selected to work at
a bank closing and made changes to a response to a Congressional
inquiry he prepared without his consent or knowledge; in April
1992, denied him an Achievement Award under the Incentive Award
Program; and, in June 1992, failed to select him as the Acting
Department Head, Asset Marketing Sales Center, LG 13/14. Complaint
is pending issuance of a Final Agency Decision.

RTC 92-36

Complainant, an Assets Operation Technician, filed a formal

complaint dated September 4, 1992, alleging that she was
discriminated against because of her sex (female) when she was

assigned "more detailed and time consuming" work than her male

counterparts. Complainant also alleged that as a result of
discrimination based on reprisal (participation in the complaints
process) , she was denied overtime, compensatory time and assistance
received by her male co-workers. The complaint is pending issuance
of Final Agency Decision.

Denver 0£flce

RTC 94-11

Complainant, a former Senior Attorney, 1X3-905-13, Division of

Minority and Women's Programs, Kansas City, filed a formal

complaint on March 2, 19<54, alleging that she was discriminated
against because of her race (Mexican-American/Hispanic) when she
was led to believe that she had been selected for a Program Manager
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position she had applied for under a posted vacancy announcement
but was hired in a non-managerial position. Complainant also
alleged that as a result of discrimination based on her race and
reprisal (opposing management's methods and decisions regarding the
hiring process as discriminatory and advising management of
decision to pursue the matter) , she was terminated from her
position. Complainant identified the Director, Department of

Legal Programs, Assistant Vice President, and Director, Policy,
Evaluation and Field Management, Division of Minority and Women's
Programs, as the responsible management officials. The complaint
is currently in investigation.

RTC 92-11
RTC 92-15

Complainant, former Senior Attorney, GG-13, filed two formal
complaints on March 31, 1992, and April 30, 1992, respectively.
Complainant alleged that she was discriminated against on the bases
of her race (Native American) , sex (female) , and handicapping
condition in that her requests for a transfer as a reasonable
accommodation were denied and in March 1992, she was forced to

resign after being notified of her termination. She also alleged
that she was treated differently than other minorities and/or
women, with respect to work assignments, travel requests,
counseling, discipline, and performance appraisals. Complainant
further alleged that as a result of discrimination based on
reprisal (EEO activity) , the Managing Attorney and Administrative
Officer failed to provide her the necessary paperwork to timely
process her disability retirement and two outstanding travel
vouchers. Complainant identified the Managing Attorney and
Administrative Officer, as the responsible management officials.
The Complaints are pending assignment to investigation. Complainant
has requested a delay due to medical reasons.

RTC 92-24
RTC 92-26
RTC 93-14

Complainant, Counsel (Section Chief) , Professional Liabilities
Section (PLS) , GG-905-15, filed three formal complaints of
discrimination, July 6, 1992, August 3, 1992, and February 17,
1993, respectively. In her first complaint, she alleged that
because of her sex (female) and age (DOB: 2-03-49) , she was
notified that she would be prematurely returned to the FDIC under
the "GG Put Back Program" even though she had expressed a desire to
remain in her position as Section Chief in PLS. In her second
complaint. Complainant alleged that because of discrimination on
the basis of her sex, age and reprisal (filed prior complaint) , she
was subjected to unequal terms, conditions and privileges of

employment when her professionalism was questioned; she was accused
of being hysterical and paranoid; and her confidential mail was
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routed throughout the office. In her third complaint. Complainant
alleged that because of discrimination based on her sex, age and
reprisal (prior EEO complaints) , she was not selected for multiple
Denver Counsel/Section Chief positions, she was refused information
by Denver management and personnel relating to rosters and
selectees for the jobs, and her individuals who associate with her
have been threatened. Complainant identified the Acting Assistant
General Counsel as one of the responsible management officials.
The complaints are currently in investigation.

RTC 93-44

Complainant, an Operations Technician, GG-303-7, filed a formal
complaint on August 12, 1993, alleging that she was discriminated
against based on reprisal (initiating an informal complaint) , when
she received an unfair performance appraisal; her request for
advance annual leave was denied; she received a Letter of Reprimand
because of tardiness; and management continuously referred to her
as a "leave abuser". Complainant identified her immediate
supervisor as the responsible management official. The
investigation of the complaint has been completed and the Report of
Investigation is pending review. Upon completion of the review, a

copy of the Report will be forwarded to Complainant.

RTC 93-53

Complainant, an Asset Specialist, LG-14, filed a formal complaint
on December 17, 1993, alleging discrimination based on sex (male)
and age (DOB: 7-28-39) , when in September 1993, he was not selected
for the position of Director, Small Investor Program, LG-15, posted
in July 1993. Complainant identified the Administrative Officer,
Director of Asset Management and Sales and Site Sales Coordinator
as the responsible management officials. The investigation is

complete and the Report of Investigation is pending review. Upon
completion of the review, a copy of the Report will be forwarded to
Complainant .

RTC 92-43

Complainant, a Management Specialist, GG-11, Legal Division, filed
a formal complaint on November 27, 1992, alleging that she was
discriminated against because of her sex (female) when she was not
selected for a Management Specialist position from Announcement 92-
DEU-314. The former Assistant General Counsel was identified as
the responsible management official. The Investigation has been
completed and the Report of Investigation is pending review. Upon
completion of the review, a copy will be forwarded to Complainant.

RTC 93-28

Complainant, a Senior Counsel GG-15, Legal Division, filed a formal
complaint of discrimination on April 28, 1993, alleging that he was
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discriminated against because of his age (DOB S/25/44) , handicap
(hearing impairment) , national origin (Hispanic) and reprisal
(participation in a prior EEO complaint) in that he has been
continuously denied a position as a Counsel (Section Chief) .

Complainant identified the Assistant General Counsel as a
responsible management official. The investigation has been
completed and the Report of Investigation is pending review. Upon
completion of the review, a copy of the Report will be forwarded to
Complainant .

RTC 91-21

Complainant, a Clerk/Typist LG-5, Western Region (now Denver
Office), filed a formal complaint on September 12, 1991, alleging
that she was discriminated against because of her race (Blaclc) when
her temporary appointment was not renewed when it expired.
Complaint identifies her supervisor. Head of Real Estate Owned
Mar)ceting and Sales Department, as the responsible management
official. The complaint is pending the issuance of a Final Agency
Decision based on a recommendation from an Administrative Judge of
the EEOC.

RTC 93-50

Complainant, applicant, filed a discrimination complaint on October
5, 1993, alleging age discrimination when he was not selected for
the position of Asset Operation Specialist, LG-301-14, under
Vacancy Announcement Number RTC-93-168-DO-LG. Complainant
identified the Department Head Conversions and Services Quality
Assurance Asset Operations Department and Acting Director, Asset
Operations as the responsible management officials. The complaint
is pending a Hearing before an Administrative Judge of the EEOC.

RTC 92-16

Complainant, a Minority Contract Specialist, LG-1101-14, filed a
formal complaint on April 20, 1992. Con^lainant alleged that
because of his race (Hispauiic) , he has been subjected to ongoing
harassment. Complainant further alleged that as part of this
pattern of harassment, he was denied the opportunity to compete for
the position of Department Head, Women and Minority Programs, LG-
15, when management opted to fill the vacancy through a non-
competitive lateral reassignment of a non-Hispanic individual.
Complainant identified former Denver Office Vice President, as the
responsible management official. An EEOC hearing was held and the
complaint is pending EEOC's recommended decision.

RTC 91-36

Complainant, a Contract Specialist, GG-12, filed a formal complaint
on December 3, 1992, alleging that he was harassed and terminated
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on October 18, 1991, because of his age (DOB: 12/25/53). He cites
instances where, allegedly, his supervisor subjected him .to
personal criticism, accusations, physical assault, and scrutiny.
Complainant - identified the Department Head as the responsible
management official. The complaint is pending issuance of a Final
Agency Decision.

RTC 92-20
RTC 92-25

Complainant filed formal complaints on June 2 and July 8, 1992,
alleging that because of his age (42) and handicap (bac)c injury) ,

and in reprisal for having filed a complaint, his position as
Management Analyst, GG-343-12, was abolished; his individual
development plan (IDP) became invalid; his incentive award was
denied; he received a reassignment of his duty station; he was
charged with Leave Without Pay (LWOP) . Complainant identified the
former Vice President and former Administrative Officer as the
responsible management officials. The complaints were consolidated
for processing and are pending the issuance of a Final Agency
Decision.

RTC 92-22

Complainant filed a formal complaint on June 19, 1992, alleging
that because of his age (DOB: 12/19/47), his temporary appointment
as Credit Specialist, LG-14, was only extended to July 22, 1992,
instead of September 30, 1992. Complainemt also alleged that, as
a result of his age, he was denied am opportunity to compete for
positions in the newly organized Denver Office, in that management
directly assigned younger employees to various positions instead of
posting the positions. Complainant identified the former Vice
President of the Denver Office as the responsible mamagement
official. Complaint is pending the issuance of a Final Agency
Decision.
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ATTACHMENT I

RtSOLUTION TBUSr COtPODATION
Raalvuif Tb* Cruii

RMUnni Di* Co4ifld«aca

June 17, 1993

MEMORANDUM TO:

FROM:

All RTC Investigations Department Heads
(Field Sites)

All Investigations Staff (Washington)
All Assistant General Counsel (Field Sites)
All Litigation, Professional Liability,
and Complex Litigation Section Chiefs
(Field Sites)

All Litigation, Professional Liability,
and Cooplax Litigation Attorneys
(Washington)

Jaaas R. Dudi
Director
Offic« of y^nv^^s^gatlons

•OudtlX.Thomas
y. iij!hd«s\ _

Aaaista4v^n«ral Counsel
Professional Liability Section

Jaass M. BarksrxnpS
Assistant Canary gounsal
Litiqadon SactlM A

SUBJECT:

Jarry Patchan
Assistant Ganaral Counsel
Coaplax Litigation section (J

Crlainal Referrals

.^

1. Purpose; To aonsolidata instructions and guidance on making

criminal referrals to tha U. s. DepartBent of Justice and other

aganeiaa.

aotiAhj :M.IK 0.C.2MM
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2. Pol i CY; ,
Whenever an investigator, attorney, or contractor

for RTC discovers "suspected cri.-sinal activity," that person

shall prepare a criminal referral, using the standard Interagency
Criminal Referral Form, m accordance with filing instructions

and the following guidelines. For purposes of naking a referral,

"suspected criminal activity" aeans that there is a reasonable

basis to believe that a crime has or may have been committed,

i.e., there's evidimce of wrongdoing or a factual basis for the

belief (not merely a suspicion) . Except in rare circumstances,

criminal referrals shall be reviewed by RTC Investigations and

Legal Division Criminal Coordinators ("RTC Criminal Coordina-

tors") before they are delivered to the U.S. Attorney and the FBI

or other investigative agency. RTC Criminal Coordinators shall

»*^« certain that all required information and support documents

are provided.

3. Handling of criminal Referrala; All referrals are sensitive

and must b« handled with appropriate confidentiality and care.

Moat RTC criainal referrals are made to the U.S. Department of

Justice (including the U.S. Attorney's Office and the FBI). In

such cssss, esch referral should be accompanied by a cover letter

signed by a suparvisory official; this may be a Section Chief,

Departaant Head, or, in appropriate cases, the Criminal Coordina-

tor. Whan the criminal referral includes records or information

darivad from tha records of a customer who is an individual or a

partnership consisting of five or fewer individuals, the signing

official must make tha following certification in the cover
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letter, as required by the Right to Financial Privacy Act,

12 U.S.C. S 3412(f) :

The inforaation pertaining to this natter nay have been

derived from the financial records of custoners of

federally insured financial institutions. I hereby

CBTtity that (A) there is reason to believe that these

records may be relevant to a violation of a federal

criminal law, and (B) the records were obtained in the

exercise of RTC's supervisory or regulatory functions.

Referrals for money laundering and other financial crimes may

also be made in this manner to components of the Treasury Depart-

ment (e.g., the Secret Service). In cases of referrals to other

federal agencies, the Legal Division Criminal Coordinator should

be consulted to ensure compliance with th« other requirements of

the Right to Financial Privacy Act.

Copies of significant criminal referrals should also be sent to

the Offic* of Investigations, Washington, D.C. Significant

referrals mzm those which qualify to become "major" cases under

DOJ guid«lln«s: (1) Loss due to apparent criminal conduct is

$100,000 or mora; (2) The apparent criminal conduct involves a

director, officer, professional (e.g., attorney or accountant),

or shareholder of the institution; or (3) Other compelling rea-

sons (e.g., the apparent misconduct is part of a pattern or

practice involving other financial institutions or the scheme or
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suspects pose a threat to operating financial institut;=ns) . As

with all other criminal referrals, official file copies must te

retained in the field office.

4. Coordination with Other Agencies: In accordance with a

recent agreement, RTC-generated criminal referrals will be for-

warded to the Department of the Treasury's FinCEN office, to be

included in a national database of referrals submitted from

financial institution regulators, banics, credit unions and sav-

ings associations. Refer to the filing instructions contained on

page 3 of the Interagency Criminal Referral Form.

5. Connliance with Senior Interagency Group Policy Statement

Regarding National Policy on Collection and Reporting Procedures

for Restitution Payable to Financial Tnatitution Regulatory

Agencies f"SIG Policy Statement"! : RTC Criminal Coordinators

shall b« responsible for contact with other agencies to insure

coapllanc* with the SZG policy statement adopted June 25, 1992.

It is essential that all coomunication with the appropriate

investigativa agency and/or the USAO or OOJ trial attorney be

coordinat«d in advanca between the Legal and Investigations

Criminal Coordinators. The line of communication should remain

open from the time tha referral is made through final disposi-

tion, including collection of any amounts due under a criminal

restitution order.
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6* BtCOrd Kg^lnq; it is very i:=porranc that all crininal

referrals and the subsequent case and sentencing status be en-

tered into the Thrift Investigations Management System (TIMS) .

Referrals which were filed by an RTC institution before it failed

or by a regulatory agency (OTS or FDIC) which name specific

individual (s) ; and for which the statute of limitations has not

expired or for which a criminal case has been initiated (via

indictment or information filing) must be entered into TIMS as

well. Do not enter inherited referrals which do not name the

suspect (e.g. naming "unJcnown," or "unidentified employees").

A file must be maintained in the field office by the designated

Investigations criminal Coordinator for each referral with sup-

porting documentation and subsequent correspondence. These

records are highly confidential and should be treated accordingly

(e.g., leapt in secured/ locked cabinet).

The conplatad referral form and some related records are subject

to tha applicable provisions of ths Privacy Act of 1974, S U.S.c.

S 552a, and may not b« disclosed to the public in response to a

raquast undsr tha Praadom of Information Act, 5 U.S.c. S 552, or

as part of a litigation discovery process. Any requests for

rafarral information from non-regulators or non-RTC investigative

or legal staff should b« promptly referred or forwarded to the

fiald office Legal Division Criminal Coordinator and the attor-

nay(s) with litigating rasponsibility (Litigation, PLS, and/or

Complex Litigation) for tha institution. Outside counsel and
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investigative contractors may have access to these records under

the close supervision of the attorney with litigating responsi-

bility for the r.atter or Investigations, as appropriate. Out-

side contractors should be advised of the sensitivity of case

naterials and that disclosures are prohibited.

7. Attachments and References; This directive replaces all

others previously issued on this subject. A sample Interagency

Criminal Referral Form and SIG Policy Statement are attached.

Pleas* review the Investigations Section o£ the Conservators'

Operating Manual and Directive 91-097 issued by OIG. Most of the

relevant federal bank fraud statutes are contained in Title 18,

U. S. Code.

Attachments
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RESOLLTION TVUST COiVORATION

CONSEKVATOIfS OfERATLNC MA.SXAL rNVESTIGATIONS

11. INVESTIGATIONS

INTRODUCTION

As the designated conservator and/or receiver for insolvent thrifts, the RTC is charged with the

responsibility of accounting for and properly liquidating all legal assets and discharging all

lawful liabilities. Among the assets of an insolvent thhft taken over by the RTC are the

potential claims against former officers, directors, employees, and outside professionals such as

attorneys, accountants, appraisers, and securities and commodities brokers.

The exposure and referral of criminal activity to the appropriate prosecuting agency and the

potential for financial recovery are contingent on completion of a successful investigation of all

facts surrounding particular circumstances relating to the diligence, performance, and possible

misdeeds of the former management. Board of Directors, and outside professionals. The

responsibility for investigating and developing claims against such potential assets with the

view toward recovering misappropriated thrift assets and for helping to send the individuals

who caused losses to thrifts to jail when appropriate is charged to the RTC Office of

Investigations through its Regional and Qmsolidated Office network.

Investigaton are responsible for investigating and developing oxidusive case write-ups within

q)ecific time ftames, which must withstand the scrutiny of the Legal Division, Dqjartment of

Justice, various U.S. Attorney's oBtca, legal counsel of Bonding Companies, and Directon

and Officeis, as well is the courts. The fiinctioas require ^wdal expertise and dedication to

fKilitate continuity of effoits and t successful resolution.

RTC INVESl'lGATTVE PHILOSOPHY

The Office of Investigatioos shall coofdinate and oversee invesdptions in accordance with the

objectives set forth bdow. The RTC uses its own investigators in most cases, but also

employs private firms or individuals to supplement RTC investigaton in cases where particular

expertise is desirable or where in-house resources are not immediately available. In order to

obtain superior investigative results, the RTC is committed to maintaining a highly competent

force of investigators. Toward this end, the Office of Investigatioas has established a rigorous

training program to enhance investigative skills and the understanding of complex financial

transactions.

REVISED Jmiiih' U. Itn
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RESOLtTlON TRUST CORPORATION

CONSERVATOR'S OPERATING MANUAL EWESTIGATIONS

ASSET TRACING

The ability to locate assets and accurately assess the net worth of former directors and officers

of failed thrifts is crucial to the RTC's effectiveness in pursuing professional liability claims

and possible forfeiture claims. Therefore, an asset tracing program has been established to

supplement other critical Investigations efforts. The program relies on regional and

consolidated units staffed by RTC employees to research and retrieve data.

CRIMINAL REFERRALS

Thrifts operating in conservatorship or receivership are subject to the rules of the Office of

Thrift Supervision (OTS) with respect to the reporting of criminal activity involving the

day-to-day operations of the thrift. OTS regulation 12 CFR 563.18 requires this reporting to

the "appropriate law enforcement agency."

Referral procedures will differ dq)ending on when the alleged criminal activity took place.

Any known or suspected criminal activity that appears to have taken place prior to RTC
intervention should be referred to the RTC Office of Investigations Unit at the local

Consolidated Office. Criminal activity that occurs during conservatorship should be refencd to

the Office of the Inspector General (OIG), which will either initiate an investigation or forward

the referral and coordinate investigative actions with the Department of Justice.

Effective spring 1992, the Financial Crime Enforcement Networic (FINCEN) of the

Department of the Treasury will maintain the Interagency Criminal Referral Data Base. The

RTC, along with the FRB, OCC, OTS, FDIC, and NCUA, have jointly created this data base

for the storage, retrieval, and analysis of information contained on their criminal referral

forms. These forms, and other information relating to proceedings affecting institutions, are

required to be submitted by the agencies noted above and by institutions under their

supervision to federal law enforcement authorities.

Pre-Consenratorship

Any known or suspected criminal activity discovered by RTC employees, outside counsel, or

RTC contracton that took place prior to conservatorship must be referred to the Office of

Investigations for referral to the U.S. Attorney.

*
Copies of all criminal referrals are maintained in confidential files in regional

offices or consolidated field offices.

REVISED jMnrjr U, 1992
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RESOLUTION TRUST CORfORATlON
CONSEKVATOR-S OPERAT1NC MANUAL E^TVESTIGATIONS

Individuals who become aware of suspected criminal activities in the operations of an

institution in conservatorship should report the activity to the Managing Agent immediately.

The Managing Agent must then complete the apprtjpriate Criminal Referral Form and forward

it to the RIGI. After receiving notice of allegations, the OIG will initiate an investigation

and/or refer the matter to the DOJ and FBI, depending on the circumstances.

Generally, employees will provide information on suspected criminal information directly to

the Managing Agent. However, if for some reason an employee would prefer to report the

matter directly to the OIG, he or she may do so by calling the OIG Hotline in Washington,

D.C. or by writing to the address located in Appendix A - Contact Listing.

BACKGROUND CHECKS

To ensure that individuals previously involved with suspect activities in a financial institution

do not unknowingly end up in positions of trust within institutions being managed by the RTC,

background checks are to be conducted through the Washington Office of Investigations on all

individuals who are being considered for senior management positions. Field discretion should

be used in determining whether national background checks should be run on individuals being

considered for positions below the senior management level in conservatorships.

Managing Agents are to contact the RTC Office of Investigations at the Consolidated Offices to

request a background check. Generally, the consolidated office will verify applicant data

through querying DOL and DOS Offices, banks and SAI.s listed in references, and federal and

state financial institution regulators, as well as OTS District Bank Supervisory Agents.

The Investigations Systems Section in Washington conducts database searches with other

r^ulatory and law enforcement agencies where applicable. This RTC Investigations check is

to be viewed as a supplement to the verifications omducted in the field.

The applicant's completed employment application can be reviewed to obtain the data needed

for subnussion to Washington. A signed "Authority for Release of Information' form, RTC
9200/01 (9-91), must be obtained from the ^>plicant (See Exhibit 11-A.) Copies of this

form can be obtained ftom the administrative officers at the Consolidated Offices. The signed

copies need not be forwarded to Investigations Systems but should be retained in a secure place

in the Consolidated Office.

Additional details on the processing of background investigations is provided in RTC Circular

9200.2, 'Background Investigations,' dated January 24, 1991.

REVISES immrr U. 1992
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RESOLUTION THUST COIU>ORATION

CONSEJIVATOR'S OPERATTNC MANlJAL EWESTIGATIONS

DOCUMENT CONTROL

Definition

For purposes of this section, the term document includes, but is not necessarily limited to,

records, files, reports, correspondence, policies, listings, ledgers, journals, certificates, t^)es,

diaries, notes, memos, and computations. They may be typed, handwritten, recorded, or

captured on a variety of media including magnetic apa and discs, microforms, or reel and

fiche.

Preserration of Documents

With the RTC having as one of its major missions the pursuit of civil and criminal claims, the

preservation of original documents is of vital concern. The following basic guidelines are

expected to cover most situations. Should questions arise, however, the Regional

Investigations office should be contacted before proceeding:

* No original documents are to be destroyed or otherwise disposed of without the

concurrence of the Investigations staff.

* No original documents are to be altered or otherwise changed fiom their pre-

conservatorship/receivership condition.

* No original documents are to be released from the custody of the RTC. (Note: There

may be some contractual or subpoena excqrtions.)

File Integrity

A defaulted institution's documenu provide information that is critical to the investigative

function. For purposes of conducting the activities of the conservatorship or receivership and

for pursuing professional liability claims and necessary litigation, all records and files of a

defaulted institution are to be located, inventoried, and controlled at the time the institution

goes into conservatorship or receivership. The Managing Agent may be asked to assist the

Investigator in locating, securing, and protecting files.

Additional Policies

NOTE: For interim procedures, please refer to the following issued directives:

• RTC Circular 1210.1, "Files Management and Records Disposition
- Interim

Guidance," 10-19-90, (Circular is 33 pages in length)
• RTCCircular 1210.1, CH-I, (03-19-91)
" RTC Bulletin 1210.2, "Destruction of Institution Files During

Conservatorship," (05-07-91)

REVISED Juauy 23, 1992
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<anua; 930C.: . :--

ZUrt w. Blight K202' iii--

DIRECTIVE SYSTEM
Seotember 27. 1991

TO: All RTC Offices and Divisions
Rsgionsl Dirsccors, Managing Agants

inspaccor
O.n.rJ^^^^^^^ ^^^^

Arthur C. Stow, Dapucy Diractor
Ragional Operations

FPOM: John J. Adair

SUBJECT: gBnaervator'a Qparatina Manual -

Criminal Rafarrala

1. Purpoaa . To clarify tha procaduraa for dataction and

invastigation of potantial criminal activity or misconduct by
consarvatorship aaployaas.

2. seopa . This changa affacts all institutions in

consarvatorship .

3. Baekoround . Formar RTC policy did not addraas th« staps to
b« takan vhan an association aaployaa has violatad tha Employaa
Coda of Conduct or comaittad soma othar for* of misconduct not

spacifically covarad by tha Coda of Conduct. Whila soma
instancas ara ganarally covarad by personnel policiaa or are
otherwise controlled by state and federal lavs affecting the
institution, some will merit an investigation by the Office of

the Inspector General (OZG) . Office of Thrift Supervision (OTS)

regulations also require that criminal referrals be made to "the

appropriate lav enforcement authorities," but do not specifically
define those authorities. Past procedures required the Managing
Agent to send criminal referrals directly to the Department of

Justice (DOJ).

The Financial Institution Reform, Recovery, and Enforcement Act

of I9t9 (PIRRZA) amended the Inspector General Act of 197S to

authorixe an Inspector General for the RTC. This directive
reflects an agreement betveen the OTS, OOJ, and the RTC that the

resources of ths OIG vill nov b« used to facilitate tha

investigation of misconduct or criminal activity in institutions

in conservatorship.

«"<v»»r«1 t>k% . 91 -097
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should t>« r«f«rr«d to th« OIG.

(1} Referral Procedures . Individuslt who become aware
of suspected criainal activity m the operations of an
institution in conservatorship nuat report the activity
iaaediately to the Managing Agent. The Managing Agent nust
coaplete either OTS Fora 366, Criainal Referral Fora, or FDIC
Fora 6710/06, Report of Apparent Criae, and forward appropriate
fora to the RIGZ in his/her region.

(2) QIC Inveetiqation . After receiving notice of the
allegations, the OIG will initiate an investigation and/or refer
the aatter to the DOJ and Federal Bureau of Investigation (FBI),
depending on the particular circuastanca.

(3) Pre-Conaervatorahlp Aetivltiee. Criainal
referrals aade during tha conaarvatorship pariod but pertaining
to pre-conaervatorahip actlvitiaa at inatitutiona, or Directora
and Officara liability iaauaa, will ba rafarrad by the QIC to the
Office of Invaatigation In tha RTC*a Raaolutlona and Oparationa
Oiviaion.

b. Invaatigation of Miaeondue^. This Change adds a nav
section to Chapter 3 In tha Consarvator * s Oparatlng Manual.

Not all non-crislnal. iapropar actlvitiaa, and alleged violations
of tha Coda of Conduct for Conaarvatorship Eaployees constitute
violations of fadaral criainal statutas or raqulra referral to
tha RZCZ.

Parsonnal issuas such as aqual opportunity and dlscrlalnatlon in

eaployaant, hiring and firing, labor-aanagaBant relations,
parforaanca, tlaa and attandanca, and aalary aattars era aaong
thosa which a Managing Agant say noraally address without an OZG
invastlgatloa.

Managing Agaats ara axpactad to axarclsa judgaant and refer all
"significant* allagad violations of tha Coda of Conduct for

Conaarvatorahlp Eaployaas to tha RIGZ In hls/har region.
(Allagad violations by fadaral aaployaas as spaclfiad In RTC
Circular 2410.1, "Part 1«0S - Eaployaa Raaponalbilltlas and
Conduct," should also ba reported to tha RIGZ.) Violations which
may affect tha actual resolution of tha Institution and/or
involve tha Institution's contracting activities or aanageaent
and disposition of assats that will typically pass to RTC in

receivership ara axaaplas of vlolatlona that should ba referred.
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cowDYAToa-s omutwc MANLAt EMPLOYtE POL1CIZ5

STAM)ARDS OF CONDUCT FXDR

CONSERVATORSHIP EMPLOYEES

G«oermJ Instnictioos to NUiurfinf Ageats

Assodanons placed under conservaionhip must opente in an environment requinng special

sensitivity oo the pan of all employees. Conservatorship status frequently causes the general

public to view the insitution and its operatioos as more public than private. It is the

Resolutioo Trust Corpotaooa's policy that all of iu business be conducted in accordance with

the highest ethical standards. A Standard Code of Conduct has been developed by the RTC
which sets forth basic pnnaples and guidelines to direa employees ui the proper condua of

their business and personal affairs, as representaoves of the instituuons in conservatorship

and/or receivership.

All Managing Agents are responsible for enforcing compliance with the RTC's Standard Code

of Conduct for Conservatorship Employees, including io distribution lo ensure employee

knowledge and compiianoe.

Each employee should be given a copy of the code within five business days of the

establishment of the conservatorship or dale of hire, and should sign an Acknowledgement of

Receipt aitd a Statement of Disclosure that is to be kept on file in the records of the

association. Failure to comply with the standards established by the Code of Conduct may
result in disdplinaiy action or termination of employment if appropriate.

loTcsticadoo of Mbeoodnct

The OCRoe of the Inspector Geoenl (OIG) is to serve as a focd point for criminal refemls for

investigatioos relatiBt to the STC's procxtnu and openiioM from the date oi conservatorship

forward, as wefl as aeaoos, thoofh aoo-criminal, misconduct by oonservatonhip employees.

Manafinf Ageotim etpecttd to CMrdse jadgmeat and refer an 'sifnificint* aUeged

violations of the Coded Conduct for Conservatorship Employees rules to die RIGI in his/her

refioo. (AUeged viotalkas by federal em^oyees of Ae Employee Responsibilities and Conduct

regulations specified in KTC Orcolar 2410.1 should also be reported to the RIGL) Violations

that may affect die actnl resohidoa of dte institution and/or involve die institution's

contncting activities or management and disposition of assets dot typically pass to the RTC in

recdvenhip are examples of violations dot should be referred.

Personnel issues sucli as equal opportunity and discrimination in employment, hiring and

fixing, labor-manafenxnt relations, perfonnance, or time and attenoance. and salary matten

are among dnse diat a Manafing Agent may normally address without an OIG investigation.

.im
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trsoctno* ntTT cocrotAnoN

cof«nv4TOfjofoun><MANi,Ai INVESTIGATIONS

Authority to Sue

No suit may be saivai before obaininf authonty to sue. All Professional Lability suiu

require approval by the General Counsel and in his absencethe Chairman. Authonty should

be sought as soon as a finn mienoon to sue is reached, but in do eveat less xhui 60 days

prior to the ruiuuni of the sutute of Umhatioos.

The memorandum itself should state the nature of the claim, the proposed defendants, the law

finn engafed or to be engaged, insurance coverage (if any), venue of the acoon, damages

claimed, the general theory, a summary of the facu (usually with two or three sample

transactions), defenses antiapated. the ability of the defendants to respond to damages (if

known), the estimated cost of suiu a prelinunary esomaie of the likelihood of recovery, and the

esomated settlement value of the case.

Tcnninadon of loTtstifatioa

All RTC close outs must be approved by Senior Counsel for the Professional Liability Sectioa

and for Business/Opemioiu by the Deputy Executive Director of Resolutions and Opieruions

or a designee.

Proof of LoM

Proof of loss must be initiated by Senior Counsel and signed for tbe Business/Opendons side

of RTC by the Deputy Executive Director of Resolutions and Operuions or a designee.

Sentenwnt approval and, when nqfuni by the coutt, settlement authority must be obtained as

follows:

* If proposed aakment amooat is less than S2 million and

• if boA the daim lad the insMincc covaage are $4 minion or kss, approved by;

(a) Assistant Gcnenl Counsel, Professional Liability Section,

(b) Regional Director, RTC Division of Liquidation, and

(c) RTC Deputy Executive Director of Resolutions and Operations.

• If dthcr tbe claim or the insurance coverage is above S4 million, the Associate

Gcaenl Counsel. ProfiBasional Liability Section must also approve.

rM,im
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axsOLl'^o^ tiltt cotLfottATiOf

COf«aVATO«'S OfOUTTC MJJilAL EWESTIGATIONS

* If proposed settlement anKXint is S2 million to S5 million, tt must be approved by all

of the above and also by the Deputy General Counsel. Litipnon.

* Settlements above %5 million must be approved by all of the above tod the General

Counsel.

This memorandum requestmf authority to settle a cax should be diicusied with the Senior

Counsel pnor to forwarding for approval.

This memorandum should include the following ^cts: the nanot of the suit, names of

defendano, damages sought, aniount of settlement, likelihood of recovery, likelihood of

coUectioo, anodpated expense of obtaining judgment and resisting appeals, and reasons for

settlement. All settlements must provide for the payment of interest if the funds are not

received within 30 days unless the RTC has the settlement check in hand when the settlement

memorandum is prepared.

Settlement proceeds and all other checks should be delivered to Corporate Accounting Sectioo,

Attention: Sheni Roberson for deposit into the RTC's Account Such checks must be

accompanied by a short memorandum ideotifyint the savings association and nature of the

settled action.

CRIMINAL REFERRALS

Thrifts opeiatinf in conservatonhip or recdvenhip are subject to the rules of the Office of

Thrift Supervision (OTS) with respect to the reporting of criminal activity involving the

day-to-day opentions of the thiiit OTS refulation 12 CFR 363.18 requires this reporting to

be the 'appropriate law enforcement i|cocy.*

Refienal procedures win difftr drpmriini on when the alleged criminal activity took place.

Any known or suspected cnmiBal activity that appean to have tikn place prior to RTC
intervention should be refiened to die RTC Office of Investi(ations Utdt at the local

Consolidated OfBoe. Czifflxnal activity that occun during conservatorship should be referred to

the OfRoe of Urn hupeea Genenl (CMG), which will ddier initiate an investigation or forward

the refeml and r"^'p«*f tnvesiptive actions widi the Deputment of Justice.

Effective November 1991, die Finaodai Ciime Enforcement Network of die Deponnw^t of the

Treasury will maintain die btengency Criminal Referral Data Base. The RTC, along widi die

FRB, OCC, OTS, FDIC, and NCUA, have joindy created dus data base for die storage,

retrieval, and analysis of information contained on dieir criminal referral forms. These forms,

and other information relating to proceedings affecting institutions, are required to be submitted

by die agencies noted above and by institutions under dieir supervision to federal law

enforcement audKwities.

80-519 0-94-10
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cownvATo*-! ofiaATr« manual rNVESTIGAllONS

Pre-CoDserratonhip

.*ijiy known or suspected cnminal acaviry discovered by RTC employees, outside counsel, or

RTC contractors that took place pnor to conservatorship miist be- referred to the Office of

bvesDgaaons for referral to the U.S. Attorney.

*
Copies of all cnminal referrals ait to be maintained in confidential files in regional
offices or consolidated field offices.

* The Fraud Section of the DOJ Criminal Division maintains a criminal referral tracking

system to alert U.S. Attorneys to the referrals regulaton consider to be significant.

This system is used for making resource allocation deasons within DOJ and the FBI and

IS an informative source used by Congressional CommiOBes, GAG, and others studying
bank and SStL fraud prt^blems. Accordingly, copies of significant criminal referrals

meeting the following chteha are to be forwarded to the Washingtoo Office of

Inveffigarinn:

• Loss due to apparent criminal conduct is S200.000 or more.

• The appucnt criminal conduct involves a director, senior officer, or major shareholder

of the institutioa.

• The apparent misconduct is pan of a patten or practice invoMnf other financial

instituiioas; or the scheme or su^KCt poses a threu to opoiiinf financial institutioos.

Durlnf Coosemtonhip

The Financial Institutioa Refbnn, Reoovoy, and Enforcement Act of 1989 (FIRREA) amended

the Inspector Geoenl Act of I97B to autfaociie an Inspector Genetal for the RTC. The GTS,

DOT, and RTC have agned to use the resources of the Inspector Genenl to fodlitate the

invfiffifiriflo of adjoooduct or aiininal activity that occurs during the period of

coQservatonhip.

The missioa of the hyctor Geoenl (GIG) is to prevent and detect fraud, waste, and

mismanagement, as well as promote eoooomy and effideacy in RTC operations by conducting

audits and investigations. Tlie GIG is to serve u a focal point for criminal referrals for

investigations relating to RTC prognms and opeiatioQS from die date of conservatorship

forward, as well as sehous, though noa<riminal misconduct by conservatorship employees.

Each region has a Regional Inspector General for Investiptions (RIGI), who is responsible for

investigating fraud, waste, and abuse within RTC programs in that area. Managing Agents are

responsible for identifying situations of criminal activity, coordinating carefully with their RIGI

to determine which matten should be further investigated by die GIG, and assisting in the

preparation of thorough documentation.
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UaOLlTlOM niST COVOKATION
cotoMMVATomtonMA'nfCMAKVAi. INVESTIGATIONS

NATIONAL BACKGROUND CHECKS

To ensure thai individuah prrviouily involved with suspect tcavities in a financial instituoon

do not unlmowinfly end up in posioons of crust somewhere within the RTC. backptHjnd
checks are D be conducted through the Washington Office of Invesagation on individuals who
axe being considered for semor management positions in RTC savings and loans.

The Washiflfton Office check is to be viewed as a supplement to the credit and character

verification conducted by field staff and is required to be made on all senior officials of SStLs

in conservatorship. Managing Agents are to contact the consolidated offices's Office of

InvesagaDoo to request a background check. Field discreoon should be used in determining
whether national background checks should be run on mdividuals being considered for

positions below the senior management level in conservatorships.

As a general rule, the RTC regional or consolidated office staff will independently verify

applicant data through querying DOL and DOS Offices, banks and SlcLs listed in references,

and federal and state financial instioitions regulaton, as wdl as OTS Distria Bank Supervisory

Afcnts.

To complement the field inquiries, the Investigations Systems Section in Washington, D.C.

conducts database searches with the D07, FDIC, OTS. OCC, and FINCEN (U.S. Customs

Service), u well as various news and credit database sources.

The applicut's completed employmem appUcatioa can be reviewed to obtain the data needed

for submiisioa to Washingtoo. A sifoed 'Authority for Release of Information* form [RTC
9200/01 (9-91)]. (see Exhibit A) must be obtained from the applicant Copies of this form can

be obtained froo administntive offioen and Comolidated Offices of Invrtriprioni. The

signed copies need ooc be forwarded to lovesticanoas Systems but should be retained in a

secure place in the ConiolirtatBd OfBoc

Additional details on the prooessnc of background investigations is provided in RTC Cireular

9200.2, 'BKkpogod lovestiptkina,* dated January 24. 1991.

ictm
,,
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^ rEDEBAL DEPOSIT INSURANCE CORPORATION. Wttiwtfien IX JCW

OFFICE OF THE CHAIRMAN

October 3, 1991

KZMORANDOK TO Xll DOL and RTC Regional Directors
All DOL and RTC Regional Counsel and Mzmaging
Attorneys

All DOL and RTC Inves/f^atji^ons/<Jn^ Supervisors

FROM: L. Williaa Seidoan
Chairman ri. "i J ^Jf^ J A/, <**\^

SXTBJECT: Pursuit of Financial Institution Fraud

Th« laportance of pursuing bank and thrift fraud in failed
financial institutions grows with each passing day. The American
people and Congress expect everything possible to be done to
detect, prosecute and punish illegal conduct.

The FDZC and the RTC have a central role in the campaign
against criminal activity in banks and thrifts. Our liquidation
and resolution efforts afford us a unique opportunity to uncover
evidence of criminal conduct by insiders, professional advisors
and borrowers and to make criminal referrals, provide documents
and assistance to prosecutors, and advise sentencing judges of
our concerns.

We have designated criminal coordinators in the field and
established a Criminal Restitution Unit in the Legal Division to

coordliuite our anti-fr«Qd srogram,.

In addition,' we have
distritottted a' clear, vrittem policy statement developed by the

Legal OiTisioa eaii^aaixicg the necessity of cooperating fully
with th« OapartBaat of Justice in responding to Grand Jury
subpoenaa aad information requests.

It raaains tha policy of the FDZC and the RTC aggressively
to purmoa fraud in tha coarse of our liquidation and resolution
work. Wa hava a legal and ethical duty, as conservator or
receiver of failed financial institutions, to report evidence of

criminal activity to proper law enforcement authorities which can

result in significant financial restitution for the deposit
insurance funds we administer. Moreover, public confidence in

tha safety and soundness of the banking system is enhanced by
bringing these who abuse the system to justice. Your continued

support of these goals is essential.
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R&ioiution Trust Ccrpcratxsn

KEMORANDUM TO: RTC Ir.vestigatcrs
Managing Agsntt . ^.^^

FROM: JaB«$ R. Du d in tj/<«sAsprC£^Directo:

Investigations/^ / 'jz

DATE: F«i)ru»ry 16, iWo

SUBJECT: Procedures for Referring Apparent Criminai
Conduct to the Decartraent of Justice

1. Purpose! To establish policy and provide general guidelines for
the filing of criainal referrals involving the affairs of RTC
supervised thrift institutions.

2. Regulatory Reouiregents: Thrifts operating in conservatorship
or receivership under control of the RTC are subject to the
rules of the Office of Thrift Supervision (12 CFR 563.18) vith
respect to the reporting of known suspected criainal activity
involving the day-to-day operations of the thrift. Managing
Agents, tharafere, should fellow 12 cn. 563.lt and the guidance
found in Section 135 of tha OTS Ragulatory Handbook and in OTS
rors 3 66 (s«e attachaant). Eithar OTS Fora 366 or FOIC's Report
of Apparent Criaa say b« usad.

Xny known or sucpactad criainal activity dlseoverad by RTC/fOIC
eaployaas, outalda counsal or RTC contractors Involving pravlous
Insldor or borrower relationships, asset salas or other racalvar-
ship activities should b« referred to the Investigation Depart-
aant for rofarral on FOZC's Report of Apparent Crlas (copy
attachsd).

3. Proeedurea for Ravleif and renow-Qpi Regional Directors aay es-
tablish polldss and precsdurss covering ths review and filing
of crialasl rsfsrrsls within ths rsgioa. For axaapla, soaa aay
rsquirs rsvisv by rogienal offica staff bsfora filing with ths
U.S. Xttonay.

Cepiaa ct all criainal rofsrrals should bo aaintainsd in region-
al offleas or la conselldatsd flald officas %o peralt ready ac-
eass as aaadad. Copiaa of significant rafsrrals should bs for-
wardsd to tha Vashlngtoa Offica in accordanca with RTC aaaoran-
dua to Ssalor Xnvastlgatien Specialists datad February •, 19*0.

(Copy Attaehad.)

4. eaweeiiatiBwi This is an intsria dirsctlva. It is effective

until rsplaead by a aaaorandua prsparad undar tha RTC Directive

Systsa.

Attachaant
~ ' "

•M 4711 »Mi NWt wotftingWA. OC
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INTERAGENCY CRIMINAL REFERRAL FORM INSTRUCTIONS

PangrwoHi RyAimon Art Nniio- The purpo«e of thii form ii to provide an effective »nd ooaniuni meani for fiii*na«l in«uruuon» ui

nocUy >ppropn«u 1«« toforcement t^nac* of known or luipacud cnmuul acavRie* ibai UMk tdvaniA^ of or were perpetrated a^^uui
finanaal mxatuticna. Thu report u required by law Information collected on the form u confidential (6 U^.C S52rb)(7) andSS2a(kK2l)
The federal bnanoal uutitntiona regulatory agancie* and the U.S. Department of the Treaniry may uu aodahare the information. Pubbc
'eportmg burden for thu inJormation collection la eatunaied to average one half hour per reapooM, mcluding ame to gather and maintain
data m the required form and to review the inatructions and complete the information collection. Send oommenu regaiding thu burden
eitusate. mduding fuggvaaoaa for reducing the burden, to the OfSc« of Management and Budget, Paperwork Reducuon Project.

Waahington. OC20S03 and. depending on yourprunary federal regulatory agency, to Secretary. Board ofGovamora of the Federal Reierve

Syium. Waahmgton. OC 20SS1. or Aaaijtant Executive Secntary, Fedaral Oepont Iniurance Corporation. Waahin^ton. OC 20429: or

Legulative and Regulatory Analyna Diviiion. OfBoe of the Comptnller of the Currency, Waahingion. OC 20219. or Office of Thrift

Supervuion. enforcement OfCce. Waahmgton. DC 20562: or National Credit Umon Adnunutration. 1776 G Street. NW. Waahington DC
20466.

Federal law (31 U.S.C. 5314(gK3)) provides that finanaal institutioiu. and their directors, officers,

employees and agents, that disclose, in good faith, possible violations of law in connection with the

preparation of criminal referral forms shall not be liable to any person under any law or regulation of

the United States or any constitution, law, or regulation of any State or political subdivision thereof, for

such disclosure or for any failure to notify the person involved in the transaction or any other person
of such disclosure." This law also requires that financial institubons, and their directors, ofRcers,

employees and agents, refrain from communicating that a criminal referral has been made and the

information reported in a criminal referral to any person involved in the suspicious transaction.

WHEN TO FILE THIS FORM:

1. All finnnrial institutions Operating in the United States, including insured banks, savings and
loan associations, and credit unions, and bank holding companies, nonbank subsidiaries of bank

and thrift holding companies, savings and loan service corporations. Edge and Agreement

corporations, and United States branches and agencies of foreign banks, are required to report

the detection of a loss or a suspected violation of law following the discovery of:

a. Suspected insider abuse inTolving any amount. Any known or suspected criminal

violation, or pattern of criminal violations, committed against the finanrial institution or

involving a transaction conducted through the finanrial institution, where the finnnhni

institution has a substantial basis for identifying one of its directors, officers, employees,

agents, or other institution-affiliated parties (as defined in 12 U.S.C. 1786(r), 1813(u) and

1818(bX3) and (4)) as having committed or aided in the commission of a criminal act.

b. AggreffBte loss of $1,000 or more where a suspect can be identified. Any known or

suspected criminal violation, or pattern of criminal violations, committed agc.inst the

finanrinl institution or involving a transaction conducted through the finnnrial institution

and involving or aggregating $1,000 or more in funds or other assets, where the finannnl

institution believes that it was either an actual or potential victim of a criminnl violation, or

series of criminal violations, or that the finnnrial institution was used to facilitate a criminal

transaction, the fiTianpinl institution has a substantial basis for identifying a possible suspea
or group of suspects and that the Buspect(s) is not a director, officer, employee, agent, or

other institution-affiliated party.

c. Aggregate loss of $5,000 or more regardless of potential suspects. Any known oi

suspected criminal violation, or pattern of criminal violations, committed against the

finpnrial institution Or involving a transaction conducted through the finanrial institutioc

and involving or aggregating $5,000 or more in funds or other assets, where the finanaa.

institution believes that it was either an actual or potential victim of a criminal violation, oi

series of criminal violations, or that the financial institution was used to facilitate a cnmina

transaction, even though there is no substantial basis for identifying a possible suspea oi

group of suspects.
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d. Money laundering or violations of the Bank Secrecy Act. Any financial transaction
conducted, or aiwmpted. at the financial insiitution mvoiving funds derived from illicit

activity or for the purpose of hiding or disguising funds from illicit activities, or for the

possible violation or evasion of the Bank Secrecy Act reporting and/or recordkeeping
requirements, even though there is no substantial basis for identifying a possible suspect or

group of suspects. A form must be filed for all instances where money laundering is

suspected, regardless of the identification of a potenual suspect or the amount involved in

the violation.

2. Financial institutions are required to file this form no later than 30 calendar days after the date

of initial detection of the known or suspected criminal violations or series of cnnunal violations.

If no suspect has been identified within 30 days after the date of the detection of the loss or the

known, or suspected criminal violation or series of criminal violations, reporting may be delayed
an additional 30 calendar days or until a suspect has been identified, whichever is sooner.

However, in no case shall reporting of suspected violations be delayed more than 60 calendar

days after the date of the 1 iss or the known or suspected criminal violation or series of criminal

violations. In situations mvolving violations requiring immediate attention, such as when a

reportable violation is on-going, the financial institution shall immediately notify, by telephone,
the appropriate law enforcement authority in addition to filing a timely criminal referral form.

3. This fonn does not need to be filed for those robberies and burglaries that are reported to local

authorities, or for lost, missing, counterfeit or stolen securities that are reported pursuant to the

requirements of 17 CFR 240.17M.

HOW TO COMPLETE THIS FORM:

1. This form must be typewritten. Use a standard commercial font and pitch (no italics or

script).

2. Do not fold or staple the original of this form. Use a 9" z 12' or larger envelope when

mailing the original form to the U.S. Department of the Treasury's Financial Crimes

Enforcement Network (TinCEN"). AH other forms required for distribution may be copied or

folded.

3. Type on the original of the form. Do not use a photocopy or any other type of facsimile of the

form for submission to FinCEN. Extra original pages for Suspect Information (Section-4) and

Witness Information (Section-5) are provided for additional suspects and witnesses.

4 . This form is »w«rhiw readable. The form will be optically scanned, and the information on it will

be stored in data fields that correspond to the line numbers which are generally located in the

center of th« pag« (e.g., <0101>). These line numbers tell the optical scanner where on the page

to read the reported information. In two parts of the form only - area <1701> on page 4 anc

area <2801> on page 9 - information may be typed within a space larger than one line.

5. All information should be entered on the form in the space to the right of the arrow s3rmbols

When indicating a choice among several options, use a capital "X". Use two-letter posta

abbreviations with no punctuation when entering state names, such as "VA". Dollar amounts

should be expressed in numerals only.



294

3

WHERE TO SEND A COMPLETED FORM:

1. For each completed form:

a. Send the unfolded, unstapled ori^nal form and a copy of related supportmg documentation
to:

FmCEN
PO Box 8000

Vienna, VA 22183-8000

b. Send a copy of the completed form and a copy of related supporting documentation to:

U.S. Attorney
for the federal judicial district in which the alleged criminal aa took place.

c. Send a copy of the completed form and a copy of related supporting docimientation to:

FBI Regional Office

for the region in which the alleged criminal act took place, and:

( 1) For known or suspected credit card fraud or computer fraud, send an additional

copy to:

U.S. Secret Service

Financial Crimes Division

1800 G Street, NW
Room 942

Washington, DC 20223

(2) For known or suspected money laundering or a Bank Secrecy Act violation, send an

additional copy to:

Internal Revenue Service District Office

for the region in which the alleged criminal act took place.

d. All national banks regulated by the Office of the Comptroller of the Currency and all thrift

associations regulated by the Office of Thrift Supervision must also send an additional copy
of the completed form and related supporting documentation to the U.S. Secret Service at the

address set forth in instruction Ic (1) above.

e. Send a copy of the completed form and a copy of related supporting documentation to your

primary federal regulatory agency at its District or Regional Office or Federal Reserve Bank.

The appropriate address of the regulatory agency is on page 4 of these instructions.

2. Retain a copy of the form and all original documentation for 10 yean from the date of the form.

3. If the form is prepared by an agency examiner, send the unfolded, unstapled original form with

a copy of related supporting documentation to your supervisor. The supervisor will ensure that

the completed form and supporting documentation are distributed in accordance with the

directions set forth in instruction 1 above.
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GENERAL INSTRUCTIONS:

1. Section 1, lines 0101, 0102, and 0103. Indicate whether this report is an initial, correction or

supplemental submission. Each fo-m must be completed m its entirety, even when the form is

a corremon or supplement. If a corrertion or supplement pertains to suspects, witnesses, and/or
offers of assistance, complete (as appropriate) Secuons 4, 5, and/or 6. Secuon 7 should be used
to highlight the information that is being corrected and/or supplemented.

2. Section 3, line 1111. Briefly describe the suspected violation on this line, but limit your
response to 23 characters. This line should be used only if the general categories for the type
of suspected violation do not appear to apply to the offense being reported.

3. Section 4. lines 1801, 1802, and 1803. When entering a suspect name do not use titles or

generaaonal abbreviations such as Mr.. Mrs., Ms.. Dr., Jr., Sr., Ill, etc. If the suspect is a

corporation or other enuty, enter the name on line 1801.

4. Section 4, lines 1814 and 1815. Other identification types would include drivers licenses,

passports, visas, and alien registration cards. Please specify issuing authority, as appropriate,
and number, if any.

5. Section 4, line 1912. Briefly describe the relationship on this line, but limit your response to

34 characters. This line should be used only if the general categories of relationships do not

appear to apply to the suspect.

SPECIFIC FEDERAL RESERVE SYSTEM INSTRUCTIONS:

1. Section 1, line 0207. Enter the number for the appropriate Federal Reserve District:

1 Boston

2 New York
3 Philadelphia
4 Cleveland

5 Richmond
6 Atlanta

7 Chicago
8 St. Louis

9 Minneapolis
10 Kansas City

11 Dallas

12 San Franosco

2. Federal Reserve Bank addresses:

Ftdtral R*Mrv« Baak of Bonoa
Atuauoo: Criimaal iUfnral

600 AtUauc Av«aa«

BoMOD. MA 02106

Ttitni RcMrv* BaaktIVwm Terk

Atuouoa: Criffliaal Safaml
33 Liberty StrtM

N«w York, NY 10044

Ftdtrml R«mtv* Bank ofPhilAdalphia

Atuotioa: CnmuuJ iUfnTrnJ

TtD Isdtptodtooi Mall

PhU>a«lphi(. PA 19106

Ftdcral RtMTvt Bank of Ckvalaad
Atuntioo: Crunioal Rafarrml

14.U £kn Sinh StrMt

a*«*Uad.OH 44U4

Ttimi lUwrv* Bank of Richoood
AtUBOoa: Criminal furarrml

701 Eaat Byrd StrMt

RiduMad. VA 23219

Fadirml Rcmtv* Bank of Atlanu
Attaatioa: Chsusal RafcrraJ

104 Marwtu StrMt. N W
AUaaia. GA 30303

Fadcral RMam Bank of C)uca«Q
AtUatwa: CrumnaJ Refcrrai

330 Sotrtk USaUt StrMt

OiiCMD, a. 60604

Ftdaral RaMrv* Bank of St. Louu
Att«nuon: Cruninai Rcftrral

411 LooutStrMt
St.Laaia.MO 63102

Fadaral Raatrv* Bank of Minnaapolu
Atuotioa: Crumnal RafarraJ

260 Marquatta Avtaua

MinaaapoUa, UN 654S0

Fa^ral RaMrvt Bank of Kanaaa City

Atuouoo: Cnmiaai Rafarral

926 Grand Avaoua

Kaasaa City. MO 6419fl

Fadaral Raaam Bank of OaUaa

Atlantioa: Cnminal Rafarral

2200 North Ptarl StrMt

D«]1««,TX 75201

Fadiral Rcaarvt Bank of San Fraocisco

AU«Btion: Cnsuoal Referral

101 Markat StrMt

Saa Franoioo, CA 9410S
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omcf use only

<8101>

INTERAGENCY CRIMINAL REFERRAL FORM
MUST BE TYPEWRITTEN

DO NOT FOLD OR STAPLE THE ORIGINAL
DO NOT TYPE ON A PHOTOCOPY OF THE ORIGINAL

Place "X" nexT to ONE only. Initial <0101>
Explain Correction/SuDPlemental Correction <0102>
in Section 7. Supplemental <0103>

SECTION • 1 DISTRIBUTION

Primary federal regulatory/source agency.
Place "X* next to ONE Only.

Board of Governors of the Federal Reserve System <0201 >
Comptroller of the Currency <0202>
Office of Thrift Supervision <0203 >
Fedaral Deposit Insurance Corporation < 0204 >
Resolution Trust Corporation < 0205 >
National Credit Union Administration < 0206 >

RvDion/Oistrict Code (see instructions! < 0207 >

Attorney in: Cltv <0301 >
State (2 character codet <0302>
Zip Code < 0303 >

Indicate all applicable recipients:

(as required)

Federal Bureau of Investigation in: City <0304 >

State (2 charaaar code) <0305>
Zip code <0306>

(as required)

U.S. Secret Service in: City <0307>
State 12 character code) <0308>
Zip code <0309>

{u required)

Interru:! Revenue Service in: City <0310>
State (2 character code) <031 1 >

Zip code <0312>

(at required)

Other federal, state or local agency (specify name) <0401 >

City <0402>
State (2 charaaer code) <0403>
Zip code <0404 >

DO NOT WRITE ON THE BACK OF THIS FORM
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<8102>

SECTION 2

INSTITUTION INFORMATION

Institution name <0601 >
Address line 1 (where bnown or suspected acts took place) <0602>
Address line 2 <0e03 >
City <0604>
State (2 charaaer codel <0605 >
Zip code <0606>

FDIC Insurance Cenificate Number <0607>
or,

Bank Holding Company Number <0608>
or.

State Member Bank Number <0609>
or,

OTS Docket Number <0610>
or,

OCC Chaner Number < 061 1 >
or.

RTC FinarKial Institution Number <0612>
or,

NCUA Charter/Insurance Number <0613>

AsMt size of financial institution (example: $50.000,000) <0701 >$

Institution closed, data closed (format: mm-d-yy) <0801 >

DO NOT WRITE ON THE BACK OF THIS FORM
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<81C3>

SECTION - 3

SUSPECTED VIOLATION(S)

Date of suspected initial violation (format: mm-d-vvl <0901 >
Dollar amount involved in suspected violations (example: $3,500,0001 < l01O> $

Summary characterization of suspected violationisl.

ex* all that are applicable.)

Oefalcation/Embeizlement <1101>
False Statement < 11 02 >
Check Kiting < n 03 >
Check Fraud < 1 1 04 >
Credit Card Fraud < 1 1 05 >
Briberv/Gratuity < 11 06 >
Misuse of Position or Self-Oealing < 1 1 07 >

Mysterious Disappearance < 1 1 08 >
Bartk Secrecy Act/Structuhng/Mo iey Laundering < 1 1 09 >
Other (specify suspected violation type on line <1111>) <1110>

Specify other here < 111 1 >

Amount of loss known poor to recovery (example: $3,500,000) < 1201 > $

DoUer amount of recovery (example: )3. 500,000) < 1301 > t

Have ttM suspected violations had a material impact on or otharwise

affected the financial soundness of the institution? (*X* if yesi < 1 401 >
Has the irutitution's bonding company been notified? (*X* if yesI < 1501 >
Have eny of the institution's accounts related to this matter

b—n cioswj? rx* if yes) < 1601 >

If ine < 1 601 > is YES, list the account nufnber(s) and typais), and the person(s) closing the

accountfs) in araa < 1 701 > .

Do Not Write In This Space

00 NOT wrare on the back op this form
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<8I04>

SECTION - 3

SUSPECTED VlOLATION(SI
(CONTINUED)

Explanation/description of suspected violation(sl. "^is section of the referral is critical . The care witn

which It IS written may make the difference m wnether or not the descnbed conduct and its crioiinai

nature are clearly understood. Provide a chronological and complete account of the susoecteo
violationis). including what is unusual or irregular aoout the transactionisl. using the checklist below
as you prepare your account.

a. Retata key events to supporting documents and affected institution depository/loan accounts.

and include copies of those supporting documents, retaining the originals.

b. Explain who benefited, financially or otherwise, from the transactionlsl. how much and how.
c. Furnish any confession, admission, or explanation of the transaction(s) provided by the

suspect(sl and indicate to whom and when it was given.

d. Furnish any confession, admission, or explanation of the transaction(s) provided by any other

person(sl and indicate to whom and when it was given.

«. Furnish any evidence of cover-up or evidence of an attempt to deceive federal or state

examiners or others.

f. Indicate wh«f« the suspected violaton(sl took place (e.g. main office, branch, other).

g. Indicate wt>«ther the suspected violationis) is an isoUtad incident or relatts to other

tranuction(sl.

h. Indicate whether any information hai been excluded from this referral: if so, why.
i. Indicate whether there is any other related Ittigaton; if so, speafy.

Recommend any further investigation that might assist law enforcement authorities.

Enter explanation/descnption. if necessary, continue the narrative on plain white 8!4* x 11* paper.

00 NOT WRITE ON THE BACK OF THIS FORM

< 01>

Do Not Write in This Space

00 NOT WRITE ON THE BACK OF THIS FORM
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<8105>

SECTION • 4

SUSPECT INFORMATION

SUSPECT(S): Person(sl suspected of criminal violation(sl.

Complete copies of these two pages for each suspect m this referral.

If the Suspect in question is a corporation or other entity, enter the entity name on line < 1 801 >

Last name < 1 801 >
First name < 1 802 >
Middle initial < 1 803 >
Address line 1 < 1 804 >
Address line 2 < 1 805 >

City < 1 806 >
State (2 character code) < 1 807 >

Zip coda < 1 808 >

Country < 1 809 >
Phone number-Residence (include area codel < 1810>
Phone number-Work (include Area code) < 1 81 1 >
Date of Birth (format: mm-dd-yyl <1812>
Social Security Number <1813>
Other Identification Type (e.g., driver's licansel < 1814>
Other Identification Number < 181S>
Tax 10 Number <1816>

Relationship to financial institution. (*X* all that apply)

Officer < 1 901 >

Direaor < 1 902 >

Empkjyea < 1 903 >

Borrower < 1904>
Shareholder < 1 905 >

Accountant < 1906>

Agent <1907>
Attomtv < 1908>

Appraiser < 1909>
Broker <1910>
Othar (spacifv on lina <1912>| <1911>

Spacify othar relationship hara <1912>

FOR AOOmONAL SUSPECTS, induda additional

copies of pagM S and 6 and piaca *X* hara <1913>

Do Not Write in This Space

00 NOT WRITE ON THE BACK OF THIS FORM
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<8106>

SECTION • 4
SUSPECT INFORMATION

(CONTINUED)

Entitvdesl suspected of criminal violationisl. Provide requested information for each susoect m tr.:s

referral.

is person/entitv still affiliated

with the financial institution? CX* if yesl < 201 1 >

If no. Susoenoed? < 201 2 >

Term.Viated? < 201 3 >

Resigned? < 201 4 >

Date of susoension/termmation/resionation <201 5 >

(format: mm-d-wl

Provide the namelsl of up to three other financial

institutionis) with whom the tuspect/entiry is affiliated:

Institution name 1 <2101

Institution name 2 < 2102

Instrtution name 3 <2103

Provide t^• namelsl of up to three other business

enterpnselsl with which the suspect/entitv is affiliated:

Enterprise name 1 < 2201

EntBrpriM name 2 < 2202

Enterprise name 3 < 2203

Do Not Write In This Space

DO NOT WRITE ON THE BACK OF THIS FORM
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<8107

SECTION . 5

WITNESS INFORMATION

WITNESS(ES): Provide the following for any persons who might have information about the suspected vioiatioms

Last name < 230 1 ;

First name < 2302 ;

Middle initial < 2303 ;

Address line 1 < 2304 i

Address line 2 < 2305 ;

City <2306;
Sttte 12 charaaer code) < 2307 ;

Zip code < 2308 ;

Country <2309;
Date of Birth (format: mm-dd-yv) <2310;
Social Security Number < 2311 :

Title < 231 2 ;

Phone number (include area codel < 231 3 :

Interviewed I'X* if yes> < 231 4 ;

Last name < 2401 >

First name < 2402 >

Middle initial <2403>
Address line 1 < 2404>

Address line 2 <2405>

City <2406>
Sute (2 charaaer code) <2407>

Zip code <2408>

Country <2409>
Date of Birth (format: mm-dd-yyl <2410>
Social Security Number < 241 1 >

Title <2412>
Pffone number (indude area code) < 241 3 >

Interviewed (*X* if yes) <2414>

FOR AOOmONAL WITNESSES, indude additional

copies of this page and place 'X* hert < 241 5 >

Do Not Write In This Space

DO NOT WRITE ON THE BACK OF THIS FORM
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<81C.

SECTION - 6

ASSISTANCE

0««r of assistanca. Provide the'following for individuals who are-wni be authorized to discuss this refer wnn
Justice Oepartinent. Treasury Oeoanment. or the aooroDnate federal, state, or local agency and to assis:
locating or explaining any documents peninent to this referral.

Last "af"" <250i
First name < 2502
Middle initial < 250"
Employer <2504
Phone number (include area code) <2505

Last Name <2601
Rrit name < 2602
Middle initial < 2603
Eniployer .'...< 2604
Phone number (include area code) < 2605

Provide infonnation on person preparing this form:

Laat name <2701
Firtt name < 2702
Middle inroal < 2703
"Tin* <2704
AgerKV/lnstituTion <2705
Phone number (include area code) < 2706
Data (format: mm-dd-VY) < 2707

FOR AOOmONAL OFFERS OF ASSISTANCE.
irKHjda additional copies of this page and

place an "X" here <2708

Do Not Write In This Space

00 NOT WRITE ON THE BACK OF THIS FORM
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<81C

SECTION - 7

MISCELLANEOUS INFORMATION
(This page is for supplementing or correcting an earlier submission. i

<2801>

Do Not Write In This Space

00 NOT WRITE ON THE BACK OF THIS FORfM
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ATTAC IVIENT J

Madison Guaranty Savings and Loan

Chronology of Significant Events

1978:

1/82:

2/3/82:

1/20/84:

7/19/84:

10/18/84:

12/84:

4/85:

5/14/85:

12/85:

3/4/86:

7/15/86:

8/15/86:

9/86:

10/31/86:

1^24/86:

3/3/87:

4/30/87:

8/17/87:

yi5/88:

2/29/88:

3/10/88:

Madison opens; receives charter from the State of Aricansas to op-
erate as a stock association; obtains Federal deposit insurance

for its accounts.

James McDougal purchases majority interest in Madison (63.5 per-

cent); Susan McDougal (wife of James) purchases 12.6 percent;
William Henley (brother of Susan) purchases 8.5 percent; re-

maining 15.4 jjercent held by 70 other individuals.

Asset size: $7 miUion.

Madison Financial Corporation incorporated as wholly owned sub-

sidiary of Madison Guaranty Savings; James McDougal becomes

Chairman of Madison Financial.

Limited FHLBB examination.

Supervisory Agreement executed.

J. McDougal resigns as CEO of Madison (remains majority stock-

holder and CEO of subsidiary Madison Financial).

Frost and Co. issues unqualified opinion regarding Madison 1984

financial statements (concludes association solvent).

Rose Law Firm retained to represent Madison before Ai^ansas Se-

curities Commissioner (thrift regulator); (1) sought opinion from

Commissioner on whether an Arkansas thrift was permitted to

issue preferred stock and (2) submitted application for Madison
to set up a broker/dealer subsidiary.

Arkansas Commissioner issues opinion which concludes that Ar-

kansas thrifts are permitted to issue preferred stock to raise cap-

ital; conditions approval for broker/dealer subsidiary on Madi-

son's abilitv to raise $3 million in capital. {Note: Madison never

issued stock or organized broker/dealer subsidiary.)

Frost and Co. issues unqualified opinion regarding Madison 1985

financial statements; accepts positive net worth reflected in

Madison's financials.

Asset size: $107 million.

FHLB examination.

Examination conducted pursuant to 12 USC 407(mX2) of Nat.

Housing Act.

Cease and Desist Order signed; requires Madison to obtain new
audit for 1985 (Madison chooses Peat Marwick Mitchell for

project); John Latham resigns as Madison CEO.

At Supervisory Agent's request, Madison retains outside counsel to

investigate possible claims.

J. McDougal receives compensation from subsidiary Madison Fi-

nancial for the last time and apparently resigns, although no

written resignation has been located.

Limited FHLB examination.

Initial report issued by outside counsel.

Madison's last fidelity bond expires.

FHLB examination; new Peat Marwick audit for 1985 shows se-

vere capital deficiencies (kev difference with Frost audit is con-

clusion that Madison had failed to adequately reserve for loan

losses; adjustments deplete capital).

Madison forecloses on real estate pledged by J. McDougtd as collat-

eral to secure loans; obtains deficiency judgment.
Madison files suit against Frost and several of its partners (No.

88-1193, Cir. Ct. of Pulaski County, Ark.). Suit seeks damages
for losses caused by defective audits of 1984 and 1985 financials

statements.

Madison signs Consent to Merge Agreement.
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8/31/88:

8/31/88:

2/28/89:

3/2/89:

3/9/89:

3/22-24/89:

3/30/89:

4/10/89:

6/8/89:

6/28/89:

8/9/89:

10/89:

11/89:

2/16/90:

Spring 1990:

6/7/90:

11/30/90:

2/26/91:

4/8/91:

4/10/91:

9/20/91:

Septal:

1/29/92:

7/30/92:

6/29/93:

Summer 1993:

9/93:

11/15/93:

Outside counsel submits updated investigatory report.

Seth Ward obtains judgment against Madison for $350,000 in com-
missions allegedly owed.

FSLIC appointed conservator of Madison (Order 89-483 P).

FDIC accepts appointment as FSLIC's Managing Agent.
Outside counsel in Frost litigation discloses that his firm rep-

resents parties who are adverse to the FDIC in three pending
civU actions. FDIC refuses to waive conflicts.

Rose firm retained to represent FDIC in Frost malpractice case.

FDIC substituted as party in Frost case, matter removed to Fed-
eral District Court for E.D. Ark (No-LR-C-89-216).

FDIC Investigations Department prepares report of preliminary
findings.

FDIC in-house counsel first receives information regarding poten-
tial conflict of interest which stems from Hubble/Ward remtion-

ship (Ward is Hubble's father-in-law); see entries for 8/31/88 and
3/22-24/89.

At FDIC in-house counsel's request, Hubble submits letter which
states that he has not represented Ward in his dispute with
Madison and will not do so in the future.

RTC created by FIRREA.
FDIC "Directors' and Officers' Liability Section" renamed "Profes-

sional Liability Section"; responsibility for RTC institutions han-
dled by branch of FDIC section.

J. McDougal, James Henley, and David Henley indicted for de-

frauding Madison (violations of 18 USC 1006, 371, 1344, 1014,
3623, and 3013).

Latham indicted for making false entries on Madison's books and
deceiving examiners (violations of 18 USC 1002, and 1006).

Latham and David Henley arrange plea bargains.
J. McDougal and Jim Henley acquitted.
RTC appointed Receiver of Madison (OTS Order 90-2083); ar-

ranges Purchase and Assumption transactions.

Settlement of Frost lawsuit for $1,025,000 approved.
Frost settlement documents executed.

Frost's insurance carrier (Crum and Forster) pays the RTC.
J. McDougal files Chapter 7 Bankruptqy (No. LA-919107^D in

U.S. Bnkr. (Ut. for CD. Cal.); no deadline for proofs of claim im-

posed.

RTC Legal Division separates from FDIC; FDIC lawyers respon-
sible for RTC projects transferred to RTC Legal Division.

RTC files proof of claim in McDougal bankruptcy for deficiency
judgment obtained by Madison on 1/15/88.

8th Cir. upholds jurisdiction of Federal District Court for Ward
litigation, permits the RTC to raise defenses unavailable to

Madison to Ward's compensation claims (decision reported at
972 F.2d 196).

RTC settles Seth Ward claims, receiving over $341,000 in settle-

ment payment and accrued interest.

Susan McDougal indicted on charges unrelated to Madison.

Madison borrower David Hale indicted for defrauding the Small
Business Administration (not Madison).

J. McDougal bankruptcy trustee files report which concludes that
there are no eissets to distribute to creditors.



307

ATTACHMENT K
Resolution Trust Corporation

Asset Management and Disposition Manual
Chapter in—Managing a Loan Portfolio

K. LOAN MODIFICATIONS

1. Definition

A loan modification (also known as a "workout arrangement" in the private sector)

is a relatively short-term reconfiguration of a performing or non-performing loan for

the purpose of enabling the borrower to fulfill the loan obligations in time of eco-

nomic oistress. The loan modification may involve a workout, restructure, com-

promise, and/or extension entered into for a period of 12 to 60 months.

2. Loan Modification Goals
The main goals of the RTC's loan modifications are as follows:

a. To modify certain performing and newly emerging non-performing loans so as

to maximize the net present vsdue recovery from each modified loan.

b. To create as a consequence of each modification a performing loan which can
be securitized and sold in MBS pools.

c. To delegate most of the underwriting, loan restructuring, and approval of loan
modifications to the RTC's private sector loan servicers and other loan managers.

d. To establish loan modification policies which are relatively easy to understand
and administer by the loan servicers and other loan managers of the RTC.

3. Introduction

When a borrower is unable to meet the terms of the original note, the RTC has
two general courses of action to take. The preferred course is to let the borrower
retain an ownership interest in the collateru and devise a workout program. How-
ever, if a loan modification is not feasible, the RTC may need to pursue a settlement

(e.g., deed-in-lieu of foreclosure) or initiate foreclosure proceedings or other litiga-

tion, (normally as soon as the loan has been delinquent for two weeks after issuance
of the 120-day past due notice). A loan modification shall always be considered be-

fore taking legcu action or filing for foreclosure. The loan modification should be di-

rected toward preserving the value of the asset and improving the likelihood of full

collection of uie obligation either throu^ repayment or sale of the asset in

securitized form. A loan modification may offer oetter prospects for recovery on an
asset than other alternatives such as foreclosure or litigation.
Loan modifications should be developed after careful and thoughtful analysis of

the loan documents, the borrower, the collateral, and any guarantors. Loan modi-
fications should not be pursued whenever refinancing is feasible and available. A
modification may be in the form of a standby agreement or modification of debt
terms including collateral adjustments and requires the borrower to make a con-

tribution to the process that can not otherwise be achieved by the RTC.
Loan modifications require that a comprehensive evaluation of the borrower's will-

ingness and capacity
to

repaj^,
the caan flow potential of the collateral, and the

value of the collateral be performed. The evaluation should be initiated as soon as
30 or more days of non-payment is confirmed. This evaluation should also be ex-

tended to any guarantors of the loan and reouire the identification of any afTUiated

loans to the borrower and/or guarantors held by the RTC.
The RTC views legal action as the last resort in the loan disposition process. As

required by the RTC's pre-litigation analysis, files must always document the ra-

tionale for the selection of either a settlement approach or a decision to initiate fore-

closure or other litigation. This rationale should clearly identify the economic bene-
fits to the RTC for tne option selected.

Loan modifications require the cooperation and good faith of the borrower. At any
time in the process, should it become apparent that a borrower in default has not
been forthcoming on material matters, the asset manager should assess the appro-

priateness of continuing to attempt a workout program and/or using legal action as

a means of enforcement or our claims. Such matters require the assistance of legal
counsel.

4. Encouraging Refinancing

The repayment of a loan from the proceeds of a refinancing is always preferable
to a loan mediation. Asset managers shall notify the borrower one year prior to

the maturity date of the original loan serving notice that the loan is coming due
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and that the RTC expects to be repaid in fiill under the terms of the Note. A follow-

up notice shall be sent six months prior to the maturity date.

5. Notifying Borrower and Guarantors of Default

Upon the event of a default, the borrower should be promptly notified of the de-
fault. The most common types of defaults which suggest the need for either loan
modification or litigation are the failure of the borrower to make payments in ac-
cordance with contract terms, the failure to refinance at the maturity of an obliga-
tion, or delinquent property taxes. The default notice should be reviewed by counsel

prior to its delivery to the borrower for compliance with loan documents, do-makers
and guarantors should also be notified. In certain instances, failure to properly ad-
vise uie guarantors of a borrower's default may void the guarantee.

6. Determining Need for Loan Modifications

A loan modification is the result of an extensive process which begins with a due
diligence exercise undertaken by the loan servicer or other loan asset manager. The
information which the asset manager should obtain includes a review of the applica-
ble loan documents, an understanding of the nature and recent performance of the

collateral, and the identity of the borrower and guarantors.
The loan documents should be reviewed to identify: (a) the borrower, (b) the col-

lateral, (c) the contractual interest rate, (d) the date of the default, (e) loan amount
and unpaid interest, and (f) any participants

in the case of a participation loan.
An in-depth investigation of*^ tne collateral should be performed. A review of the

collateral's value, status of property taxes, magnitude of vendor obligations, exist-

ence of liens, status of insurance, whether the collateral has been marketed by the

owner, leasing status for income producing properties, recent cash flow reports, and
available market analysis are all important elements of information to be used by
the asset manager in understanding the causes of the borrower's default. The asset

manager should obtain a title report to identify liens and other potential impair-
ments of the collateral. In the case of income producing properties, the asset man-
ager may also consider exercising a right for the assignment of rents during the
workout period to control the use of and better measure the collateral's cash flow.

During this investigation the magnitude of management and other fees drawn from
the cash flow of the collateral by the borrower or its afiihates should be ascertained.
An understanding of the legal form of the borrowing entity is important in deter-

mining the extent to which the asset manager can expect to obtain assistance from
the borrower in the workout pro-am. The borrower may be a corporation, limited
or general partnership,

or an individual or group of individuals. The analysis of the

borrowing entity can best be performed with the assistance of legal counsel. In con-
nection with this analysis, affiliated and related loans held by the RTC need to be
identified.

Based upon this information, the asset manager should develop a preliminary
opinion as to the causes of the default. A commercial mortgage loan which has ma-
tured and is

technically
in default, but has otherwise met the terms of the loan doc-

uments, may be considered for renewal as outlined in Section L below. Lo£m modi-
fications should be explored in those instances where the performance of the collat-

eral has produced insufficient cash flow to meet monthly or other periodic payment
requirements and the borrower is cooperative and competent.

7. The Development of a Loan Modification
The development of a possible loan modification begins with an initial meeting

with the borrower. A Pre-woricout Letter Agreement (see Exhibit K-1) is sometimes
useful prior to initiating discussions with the borrower. The purpose of this apiee-
ment is to recognize that both parties are entering into negotiations without waiving
their rights under existing documents and applicable law. The Pre-workout Letter
Ara%ement should be prepared or reviewed by counsel when it is used.

Meeting with the borrower is essential to understanding the borrower's expecta-
tions. The asset manager should request financial information relevant to the bor-
rower's and the guarantor's financial status. At this point, the asset manager should
not speak directty with vendors or other third parties without the borrower's written

permission.
The asset manager should obtain actual and projected cash flow information from

the borrower and all guarantors. Actual and projected cash flows for both the project
and the principals of the borrowing entity should be obtained. The cash flows should

encompass a minimum of the previous twenty-four months and the next twelve
months. Recent financial statements and tax returns should also be obtained.
The financial strength of the borrower and guarantors should be evaluated to de-

termine their ability to preserve the value oi the collateral. Financial statements

prepared by an independent Certified Public Accountant can be expected to be more
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reliable. Current financial statements should be compared to those of earlier periods
(if available) to identify significant changes in net worth and liquidity. Credit re-

ports can be utilized to determine if either the borrower or the guarantors have out-

standing iudgments against them or have filed for bankruptcy. In case of actual or

potential oankruptcy, it may be appropriate to promptly initiate legal action and the
asset manager should seek the advice of legal counsel.

Contingent liabilities and the prospect for substantial adverse change in the fi-

nancial condition of the borrower and the guarantors should be considered in this
evaluation. Significant leverage may jeopardize the success of a workout program.
A determination should be made as to the cost and benefit of instituting a workout
program under these circumstances.
Tne cash flow information for the borrower and the guarantors should be re-

viewed to identify sources of
licjuidity

which may be utilized to assist in preserving
the collateral. If the collateral is an income producing property, infusions of equity
may be required for improvements. Development activities also generally require
working capital and, in connection with a loan modification, the Sorrower and the

guarantors should be required to commit a reasonable amount of their available fi-

ntmcial resources to the preservation of the value of the collateral. Cash flow infor-

mation should be evaluated to ascertain whether the borrower and the guarantors
have sufficient cash resources to meet their financial obligations.
At the conclusion of the initial meetings with the borrower and the guarantors

and an evaluation of their financial affairs, the asset manager should proceed to de-
termine the feasibility of implementing a workout program. At this time, the value
of the collateral, the reasons for the default, and the ability of the property's net

operating income to service the debt should be determined.

8. Key Elements of Loan Modifications
A loan modification plan should address the following terms and conditions as it

is being devised and negotiated:
• Handling of any unpaid principal or interest
•

Principal to be repaid
• Duration of the modification: 12 to 60 months
• Interest rate(s) during the loan modification period
• Degree of amortization required
• Payment schedule during the loan modification period
• Need for additional collateral, if any
• Need for additional guarantees, if any
• Documentation of the modification

9. Formulation of a Loan Modification
A loan modification developed by an asset manager should be based upon the eco-

nomic viability of the borrower and the cash flow potential of the collateral. The
amount of cash available to make principal curtailments, periodic principal and in-

terest payments, and preserve the value of the collateral determine the extent to

which a loan modification can be effected. The estimated value of the collateral as

compared to the loan balance is used to determine the need for additional collateral
enhancement from the borrower and the guarantors as a part of the loan modifica-
tion.

The number of possible loan modifications is large. Loan modification alternatives
include the following possible actions, which are not mutually exclusive and fre-

quently will be used in concert with each other:

• Reduction or change in timing of the periodic payment
• Deferral of interest or amortization
• Reduction in the rate of interest
• Forgiveness of accrued interest or principal debt
• Additional collateral
• Additional guarantees

Required interest payments may be reduced or deferred for a period of time in
instances when the performance of the collateral is below expectations at the

fjresent
time, but is expected to improve. A reserve should normally be established

rom any available cash flow which results from this modification. This cash reserve
is to be used for additional

principal curtailments or expenditures to preserve the
value of the collateral. When this is done, it would be necessary to establish a cash
collateral escrow fund, the administration of which would have to be described in
an Escrow Deposit Agreement.
The property's net operating income available for debt service may be able to

cover contractual interest rate payments but not amortization requirements. The
loan modification may defer scheduled amortization during such periods.
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Reducing the interest rate may be appropriate in those instances where the cash
flow produced by the collateral is insumcient to pay the debt service owed, and the
borrower and the guarantors do not have sufficient financial resources to cover the

anticipated
deflcit.

Cash flow mortgages call for any cash flow in excess of normal operating costs

and reserves to be paid as debt service. Cash flow mortgages are not readily
securitizable and are not to be used for loan modifications.
The borrower should be willing to change the management of the collateral to en-

hance its ability to meet debt service requirements. The borrower should provide an
analysis of operating expenses, management fees, capital expenditure budgets, and
a marketing analysis, along with a business plan to improve the collateral's cash
flow producing capability. The business plan may be incorporated into the loan

modification, particularly for a large loan balance or for complex collateral (e.g., a
multi-use PUD).

Forgiveness of principal debt may be a part of an overall debt restructuring when
the current value of the collateral is substantially less than the loan balance and
the borrower and guarantors have insufficient financial resources to fully repay the

obligation. The main determinants of the degree of forgiveness of debt should be the
current value of the property and the property's pro forma net operating income.
(See Section K-11 below.)

In developing a loan modiflcation, the asset memager should assess the appro-
priateness of these various alternatives. The degree to which the woriiout program
requires a reduction from the return the RTC would have attained under contrac-
tual terms should be quantifled. The magnitude of any concessions made to the bor-

rower should be documented.

10. Additional Collateral

During the course of developing a loan modiflcation it may become apparent that
the value of the property has deteriorated to the point where there is the likelihood

that there would be a deflciency in a litigation scenario. In such situations, in con-
sideration for reducing the contractual rate of interest or making other concessions,
the asset manager should consider the need for additional collateral and/or guaran-
tees beyond that which is available in the existing security. The asset manager
should coordinate such provisions with legal counsel.

11. Guidelines for Loan Modifications

The following are general guidelines to be considered in developing a loan modi-
flcation.

a. Priority of Various Loan Modification Alternatives

The loan modification alternatives cited above should normally be initially consid-

ered in the following sequence:

Priority 1—(Dhanges in the payment amount not involving a decrease or deferral
of the contractual rate of interest owed (e.g., deferral of principal portion of debt
service payment); changes in the payment frequency (e.g., monthly payments
changed to quarterly payments).

Priority 2—Deferral of accrued, unpaid debt service (principal and interest un-

paid at the time of the modiflcation) for a loan modiflcation period not to exceed
60 months.

Priority 3—Reduction in the contractual rate of interest, normally to a level no
lower than the One-Year, Three-Year, or Five-Year Weekly Average U.S. Treasury
Note Constant Maturity Yield (depending on the duration of the loan modiflcation

period), normally establishing the interest rate for the modifled loan at the level

which is expected to produce zero or minimal cash flow (i.e., net operating income
less debt service of the modified loan) during the first year of a loan modiflcation

period not to exceed 60 months.

Priority 4—Forgiveness of accrued, unpaid interest.

Priority 5—Forgiveness of principal debt.

The foregoing alternatives (listed as Priority 1-5 above) are not mutually exclu-

sive actions and they will frequentlv be used in concert with each other. While the

possible actions listed above should normally be explored in the order listed, the
asset manager will reco^ize that some situations will not flt the sequential ap-
proach suggested above. For example, if a loan being considered for a modiflcation
were fully guaranteed by an extremely strong personal or

corporate ^arantor, the
asset manager mi^ht be justifled in standing on the terms of tne original loan rath-
er than forgiving interest or principal in any mechanical fashion regardless of the
LTV ratio or the pro forma debt service coverage ratio.
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In considering an interest rate reduction (Priority 3 action), the main determirumt
of the new interest rate should he the expected net operating income (i.e., the net in-

come available for debt service) during the loan modification period Therefore, be-
fore a suitable loan modification can be formulated, the loan manager must thor-

ou^ly understand the historical operating history and the pro forma expectation of
the property.

In considering the proper interest rate for a modification involving a property with

very limited income available to service the debt, the minim.um interest rate described
above may be considered to be the minimum average level during the period of the
loan modification. Therefore, if stepped interest rates were used, the interest rate

during the first year of the loan modification period could be less than the normal
minimum provided the interest rate(s) charged in future years were sufliciently

hi^er to offset the first year concessionaiy level.

As a general rule, in situations where a compromise (Priority 4 or 5 action) may
be warranted (e.g., the current value of the collateral is substantially less than the
loan balance), the reduction in interest rate option will normally be employed before

any forgiveness of accrued, unpaid interest, or
principal

is considered.

Forgiveness of debt (Priority 5 action) will normally be considered after it has
been determined that interest rate concessions alone wiU not solve the problem.
Once it has been determined that there is no other alternative remaining to permit
a successful modification other than a compromise of debt, the forgiveness of debt
will normally be coupled with interest rate reduction in the formulation of the total

loan modification plan. In considering the proper amount of debt to forgive, the main
determinants should normally be the current value of the property and the net oper-
ating income expected during the loan modification period. As a general rule, it is

not considered desirable to forgive debt in any one- to five-year loan modification
below the current market value of the underlying collateral. For example, if the cur-
rent loan balance were $1.0 million and the current market value oi the collateral

were $800,000, normally it would not be desirable to forgive more than $200,000
of principal debt in a one- to five-year loan modification.

b. Term of the Modified Loan
The term of the loan modification should normally be 12 to 60 months.

c. Control and Monitoring
The loan modification should require that the borrower and the guarantors pro-

vide periodic reports to the asset manager as to the performance of the collateraJ.

In addition, the asset manager may wish to control the management fees paid to

the borrower, the guarantors, and their affiliates. Restrictive covenants pertaining
to personal assets of the borrower may also be considered so as to ensure tnat assets
needed to preserve the collateral's vtdue are not diverted.

d. Interest Rate

Ideally, the loan modification should attempt to return to the RTC the full

amount of interest due under the original loan documents. However, it may be de-
termined to be in the best interests of the RTC to lower the contractual rate of in-

terest due in a loan modification.

e. Financial Statements

The loan modification requires that a complete assessment of the financial capa-
bilities of the borrower and the guarantors be performed for recourse loans. When
the borrower and the guarantors fail to provide current financial statements, loan

modification discussions should cease. These situations should be evaluated with the
assistance of legal counsel and litigation should be considered at an early stage in
the process. In other instances, the financial statements may help the asset man-
ager to determine that a proposed loan modification would substantially improve an
under-coUate^lized position.

Refusal to provide current financial statements by the borrower, guarantors, or
co-makers is a serious matter. The borrower should be advised that failure to pro-
vide the requested information will likely trigger a recommendation to initiate liti-

gation or referral to a collection agency, whichever is appropriate.

f. Property Operating Statements

Borrowers for both recourse and non-recourse loans are required to submit cur-
rent property operating statements for income producing real estate collateral. As
is the case with persotial financial statements, a borrower's refusal to provide such
statements is a very serious matter and will normally result in a recommendation
to initiate litigation.
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g. Additional Collateral and Guarantees

The asset manager should establish a value for the collateral either by obtaining
a third party appraisal or bv preparing a formal evaluation of the collateral's value.
A request for additional collateral and/or guarantees should be considered as fol-

lows:

(1) Fully Secured Loans

Although the value of the existing collateral is suflicient to reasonably ensure full

repayment of the borrower's obligations, additional collateral and/or guarantees may
be needed when interest rate reductions and/or other concessions are a part of a
loan modification.

(2) Undersecured Loans or Lines of Credit

When the value of the existing collateral does not reasonably ensure full repay-
ment of the debt, additional collateral and/or guarantees should be obtained in con-
nection with a loan modification. The amount of additional collateral required
should be based upon the financial capability of the borrower and the guarantors
and the extent to which a loan modification would preserve the value of the asset
and ensure repayment.

(3) Unsecured Loans

An attempt should be made to secure unsecured loans. Collateral which produces
cash flow is preferred over that which does not. The asset manager should be as

prompt as possible in attempting to obtain collateral for unsecured loans.

If an asset is insufliciently secured, the asset manager should normally obtain ad-
ditional collateral to improve the RTC's position. For example, the RTC Representa-
tive may take senior or junior mortgage positions on the obligor's residence or other
real estate in which equity exists, and take pledges or assignments of other assets
in which equity exists.

When the asset manager takes additional collateral, the RTC's Legal Division
should draft routine forms and provide general advice about the procedures that
should be used. When a mortgage position is taken, the asset manager should nor-

mally have the mortgage recorded and obtain title insurance.

h. Additional Guarantees

The likelihood of repayment will be enhanced bv obtaining additional guarantees.
The value of these guarantees should be evaluated by assessing the additional guar-
antor's financial capability. This will require the same degree of due diligence woik
on the financial affairs of the borrower and existing guarantors as in evaluating the

prospects for a successful loan modification.

In those instances when the borrower's spouse is not a maker, guarantor, or en-
dorser of the loan, the asset manager should confer with the RTC legal counsel and

attempt to obtain the spouse's guarantee as part of the workout program. Including
both the husband and wife as obligors to the obligation is generally more valuable
whenever execution against jointly-owned property is necessary or whenever the

taking of secured positions against jointly-owned property is desirable. If the spouse
later claims a lack of consideration was provided in exchange for granting the guar-
antee, the asset manager should normally consult with the RTC legal counsel for

advice on determining whether the guarantee should be rescinded. The consider-

ation obtained would be forbearance mim suit as a result of the borrower's inability
to pay the obligation at maturity. Forbearance refers to the act of refraining from

enforcing a debt when it falls due. Although counsel may advise reversing the posi-
tion later, obtaining the spouse's guarantee is often a worthwhile method of ensur-

ing payment of the obligation.

i. LTV Ratio Considerations

K a secured loan is a candidate for a loan modification, the value of the underly-
ing collateral is probably impaired. It is important for the asset manager to keep
the following valuation principles in mind in the development of a loan modification

plan:

(1) No loan with an LTV in excess of 125 percent can be securitized; therefore,
most loans ^ould be modified in such a way that the LTV ratio of the modified
loan is not in excess of 125 percent. A legitimate exception to this general rule

might be a loan which is collateralized by a strong personal or corporate guarantee.
(2) It is essential for the asset manager to understand the property's historical

operating history, the property's proforma operating expectation, the borrower's
overall financial position, and the current value of the underlying collateral before

any compromise of interest or principal can be considered.
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(3) When considering a forgiveness of principal, the RTC normally limits the max-
imum amount of the forgiveness to the oifTerence between the outstanding principal
balance of the loan and the current value of the loan.

j. Equity Participation Features

One of the main goals of the RTC loan modification program is to create as a con-

seciuence of each modification a performing loan whicn can be securitized and sold

in MBS pools. As a general rule, an equity participation feature has little value to

Wall Street and does not facilitate the securitization process in any way. In fact,

if something is given up in a loan modification in exchange for a participation fea-

ture (e.g., a higher rate of interest), the result may be harmful to the securitization

process. Therefore as a general rule, no standard program of participating mortgages
or equity kickers is considered feasible or desirable for the RTC; and the standard
loan documentation which has been developed for RTC loan modifications does not

provide for them. Equity participations may be appropriate in certain transactions

involving a loan with a book value in excess of $2.5 million in which a compromise
of principal is part of the loan modification. In cases where the asset manager
deems it appropriate and advisable to negotiate an equity peirticipation feature in

such situations, the following guidelines in structuring equity participations will

apply:
• A loan modification with an equity participation feature should be structured so

that there is a forced sale or refinance at maturity, at which time the RTC would
receive a certain percentage of the appreciation in the value of the property.

• The value of the RTC's share of the appreciation in value of the property will be
determined by an appraisal, prepared in compliance with the RTC's appraisal

policies.
• No participations in rental income, net operating income before debt service, or

cash flow after debt service wiU be negotiated.
• A loan modification with an equity participation feature should normally have a

loan term of 5 years.
• All such transactions should be reviewed prior to their approval by RTC Legal
Counsel to ensure that the RTC is not assuming any undue risks of ownership

by such a loan modification structure.

Loan modifications with such equity participation features will need to be serviced

by reputable, experienced commercial mortgage loan servicers to ensure that the

RTC's interests are protected at loan maturity. It is not expected that there wiU be

a large number of such loan modifications.

12. Approval of Loan Modifications

a. General Policy

The modification of RTC loans can be initiated by the loan servicer, SAMOA con-

tractor, or other asset manager. Such loan modifications wiU be approved by either

(1) the RTC Oflice Vice President or Designee, or (2) under the RTC Delegations
of Authority, dep>ending on the nature of the modification.

b. Authority for Approval of Loan Modifications

(1) RTC Office Vice President or Designee
The RTC Office Vice President or Designee can approve the following types of loan

modifications:

• Extension of the maturity date.
• Changes in the payment amount not involving a decrease in the contractual rate

of interest.
• Changes in the pa3rment frequency.
• Deferral of up to six monthlv payments, or two quarterly payments for a period

not to exceed 60 months, without the necessity of having to pay late charges, pen-

alty interest, or interest-on-unpaid interest.

• In connection with an extension of a performing commercial mortgage under the

RTC Loan Extension Program or a reduction in the contractual rate of interest

to a level no lower than the "market level" rate described in the RTC Directive

No. 10100.37, dated July 28, 1992, Subj: Extension of Performing Commercial

Mortgages. (See Exhibit L-1.)
• In connection with the modification of any performing mortgage loan, a reduction

in the contractual rate of interest to a level no lower than the "maricet level" rate

described in the RTC Directive 10100.37, dated July 28, 1992, Subject: Extension
of Performing Commercial Mortgages. (See Exhibit L-1.)
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(2) A(l) Delegated Authority
The appropriate Delegated Authority under the A(l) Delegations of Authority in

Appendix IIA will approve the following types of loan modifications:

• Any reduction in the contractual rate of interest except to the extent allowed in
the directive enclosed as Exhibit L-1.

• In the case of a commercial mortgage loan extension qualifying for the RTC Loan
Extension Rx)gram described in Exhibit L-1 or any other loan modification, a re-

duction of the contractual rate of interest to a level below the "market level rate,
as defined in the directive. (See Exhibit L-1, Attachment A.)

• Forgiveness of accrued interest and/or principal amount owed.

(3) Authority of Loan Asset Managers
It is the policy of the RTC for its loan servicers and other loan asset managers,

to the maximum extent permitted by their Loan Servicing Agreements or other
asset manaeement contracts, to make most of the loan extension and modification
decisions relating to the loan portfolios assigned to them. Accordingly, it is incum-
bent upon the RTC Office Vice Presidents and General Managers to redelegate to

the loan managers under their jurisdiction the authority necessary to accomplish
this goal. Likewise, it is necessary to give fiiU-service loan servicers the power of

attorney so as to allow them to efficiently accomplish their responsibilities.

13. Assistance of Outside Counsel
Secured assets may be referred to outside counsel for legal assistance. This should

be done only when the costs of such referrals are substantially less than the RTC's

expected net proceeds from the sale of the collateral, and the RTC Legal Division
has approved the use of outside counsel for this purpose.

14. CONSOUDATION OF BORROWERS* OBLIGATIONS TO TWO OR MORE INSTITUTIONS

In many instances borrowers, guarantors, and their affiliates may have multiple
loans with various associations in conservatorship or receivership. Generally, a con-

solidation of debt held by the RTC-controlled institutions is in order to more eflec-

tively administer such debt. It may be the case that one institution is oversecured
while others are undersecured. This situation may be a disadvantage to the
undersecured institution when formulating a collection strategy. The astute bor-

rower may use this circumstance to an advantage when proposing a compromise or
settlement offer. If all loans were cross-collateralized, the credit decision could be
made more easily. In the case of large-dollar multiple lines, the collection strategy
may be hampered if all creditors do not work toward a global settlement.

a. Borrower Committee

In the case of large-doUar multiple lines involving two or more RTC offices, it is

usually advantageous to establish a committee consisting of RTC staff from all RTC
offices involved. The committee should review all collection proposals and attempt
to achieve a harmonious, global strategy.

b. Loan Participation
In the case of a loan participation (see RTC in Lead Position, Chapter III, Partici-

pations), it is usually
advisable for one (1) asset manager to £issume the lead role

and represent all RTC-controlled institutions in negotiating with other lenders, or
the borrower. Normally the asset memager responsible for the largest RTC-con-
trolled percentage interest would be the one to take the lead.

15. Policies and Procedures to Maximize Collection Efforts on Related
Debt Within RTC-Controlled Institutions

a. General Policy

The following policies and procedures
can be used to maximize the results of col-

lection efforts on related deot within RTC-controlled institutions, both conserva-

torships and receiverships:

Related Debt is defined as the aggregate debt of all borrowing entities in which
one person, corooration, or partnership appears as a principal (e.g., all partner-
ships in which Cardinal Industries, Inc. appears as a general partner).

(Please note that this definition of related debt differs from the concept of debt

aggregation for delegation of authority purposes.)

b. Consolidation of Debt

When the consolidation of debt is appropriate, the institution that acquires the
debt ^all be responsible for making arrangements with the borrower and obtaining
the cooperation of that borrower to execute the proper documents.
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• The purpose is to pool the loans, cross-collateralize, and control all proceeds in

a loan modification.
• The RTC Legal Division should develop the credit agreement and proper docu-

mentation to secure debt, and provide a perfected interest on all collateral.

c. Guidelines for Pricing Participation Interests

The pricing of notes or collateral purchased should be a joint effort of the institu-

tions involved. All instruments purchased should be a complete and total assump-
tion with all collections going to the assuming institution, together with the mon-
itoring responsibilities. The following guidelines should be followed when pricing as-

sets and/or valuing a loan participation interest:

• Real estate values should normally be based on current appraisal;
• The value of liquid instruments should normally be based on face value;
• The valuation of personal property and chattels should normally be based on ap-

praised value;
• The value of personal guarantees should normally be based on the financial condi-

tion of the guarantors, the likelihood of collecting on a deficiency judgment, and
the expected time to collect;

• The valuation of other collateral should normally be based on current liquidation
value.

Asset searches should be performed to determine all assets and liabilities of the

borrower, and the RTC Legal Division's concurrence should normally be obtained in

all cases. If a discrepancy is found, the Regional Director or his designee should de-

termine the final value.

16. Limitations on Additional Loans to One (1) Borrower With Consolidated
Debt

The consolidation of a borrower's obligations may suggest the need for additional
loans to a borrower to more effectively restructure and manage the consolidated
debt for maximum recovery. A legal opinion must be obtained prior to issuing such
a commitment or loan closing to ensure that no other limitations or restrictions

apply.

SAMPLE PRE-WORKOUT LETTER AGREEMENT
[Date]

[Borrower]
[Address]

Dear [Borrower]:

When signed by each of us, this letter constitutes an agreement between you ("Debt-

or") and the undersigned lender ("Lender'O.

1. Negotiations. We have commenced or are about to commence negotiations con-

cerning certeiin obligations (the "Obligations") you have to us. Without liability for

failing to do so, we each plan to discuss various courses of action which mi^t be
in our mutual interests. Either of us, in our sole and absolute discretion, may termi-
nate these discussions at any time and for any reason; and, upon such termination
of discussion, our respective obligations to one another shall be only as set forth in

executed written aweements as described below.
2. Description ofLoan Documents and Debtor's Default. Attached hereto as Exhibit

A is a list of certain documents (collectively the "Loan Documents") concerning the

Obligations.
3. Only Written Agreements and Amendments. Our contemplated discussions may

be lengthy and complex. WhUe we may reach agreement on one or more preliminary
issues which are psirt of the problem we are trying to resolve, we have agreed that
neither of us shall be bound oy any agreement on individual issues until (a) agree-
ment is reached on all issues, and (b) our agreement on all issues has been reduced
to a written agreement and signed by each of us. Furthermore, in order to avoid

any confusions on misunderstanding, each of us also agrees that this agreement
may only be amended in writing.

4. Loan Documents Still in Force. Notwithstanding any other provisions of this

agreement, or any claims of the parties to the contrary, the Loan Documents are
in fiill force and effect, and shall remain in full force and effect unless and until

modified by a written document which complies with the provisions of paragraph
3 hereof.

ar\ e -i r\ ^



316

5. No Waivers. No negotiations or other action undertaken pursuant to this Agree-
ment shall constitute a waiver of any party's rights under the Loan Documents, ex-

cept to the extent specifically stated in a written agreement complying with the pro-
visions of paragraph 3 hereof.

6. Authorized Representatives. No party shall be authorized to negotiate on behalf
of or represent either of us until written notice of such fact is given to the other

party.
7. Termination of Settlement Discussions. Either party to this agreement may ter-

minate any and all settlement discussions upon written notice to the other parties
to this agreement at their sole and absolute discretion.

8. Miscellaneous. This agreement constitutes our entire agreement concerning its

subject matter and supersedes any prior or contemporaneous representations or

agreements not contained herein concerning the Obligations or the subject matter
of this agreement. This agreement shall inure to the tenefit of and be binding upon
the parties hereto and their respective heirs, successors, and assigns, and shall be
governed by the law of [Governing State], without giving effect to principles of con-
flicts of laws. In the event of any dispute hereunder, the prevailing party shall be
entitled to recover aU costs and attorneys' fees from the non-prevailing parties.
Paragraph headings used herein are for convenience only and shall not be used to

interpret any term hereof. This agreement may be executed in one or more counter-

parts, each of which shall constitute an original and all of which taken together
shall constitute one agreement. Each party executing this agreement represents
that such party has the full authority and legal power to do so.

Please acknowledge the foregoing by signing this letter in the space provided
below and returning one copy to the undersigned.

Sincerely,
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ATTACHMENT L

Status Report
RTC Completion Act

Management Reforms Section 3(a)

March 30, 1994

Organizational Changes

Objective:

Status:

Objective:

Status:

Objective:

Status:

Objective:

Status:

Objective:

Status:

Create a division of Minority and Women's Programs whose head is a
vice president and serves on the RTC's Executive Committee. (Reform
4)

CEO resolution 93-CEC)-21 created the position
of Vice President of

Minority and Women's Programs on April 13, 1993.

Johnnie Booker was appointed as Vice President of MWP on April 13,

1993, via CEO resolution 93-CEO-22.
CEO resolution 93-CEO-23 dated April 13, 1993, appointed the Vice
President of MWP to the RTC Executive Committee.

CEO resolution 94-CE0-29 dated January 13, 1994, provided a posi-
tion description for the Vice President for MWP.

Appoint a Chief Financial Officer reporting directly to the CEO with no

operating responsibilities other than as CFO as determined appro-
priate by the Oversight Board. (Reform 5)

Interim CEO Altman signed 93-CEO-24 creating the position of CFO
on July 13, 1993.

CEO resolution 93-CEO-25 appointed Donna Cunninghame as the
RTC's Chief Financial Officer on July 13, 1993.

CEO resolution 93-CEO-26 dated July 13, 1993, delegated specific au-
thorities to the CFO.

Corporate accounting, financial management, and control functions and
appropriate Headquarters and field organizations have been assigned
to the CJhief Financial Officer.

Appoint an Assistant General Counsel for Professional Liability within
tne Legal Division and Report to Congress semiannually (on April 30
and October 31 of each year) on litigation. (Reform 10)

Thomas Hindes has been selected to fill the position of Assistant Gen-
eral Counsel for Professional Liability.

Reports on RTC litigation will be included in RTC's Semi-annual Report
to Congress on an on-going basis.

Appoint a Vice President for Minority and Women's Programs, a Chief
Financial Officer, an Assistant (General Counsel for lTX»fessional Li-

ability, a CJeneral Counsel, and a Deputy C!hief Executive Officer.

Failure to make these appointments constitutes failure to complv
with requirements necessary for securing funding in excess of $10 bil-

lion. (Reform 13)

Johnnie Booker holds the position of Vice President for Minority and
Women's Programs (see Reform 4).

Donna Cunninghame holds the position of C!hief Financial Officer (see
Reform 5).

Thomas Hindes holds the position of Assistant General Counsel for Pro-

fessional Liability (see ELeform 10).

Ellen Kulka was appointed as General Counsel effective Januaiy 17,
1994.

John (Jack) Ryan was appointed as Deputy Chief Executive Officer ef-

fective January 4, 1994. CEO resolution 94-CEO-29 dated January
13, 1994, created the position of Deputy CEO, consistent with the
RTC Completion Act.

Create Client Responsiveness Units in each RTC regional office report-

ing to the Corporation's Ombudsman. (Reform 21)

Client Responsiveness units have been established at each RTC field of-

fice, including Atlanta, California, Dallas, Denver, Kansas City, and
Valley Forge.
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Objective:

Status:

Objective:

Status:

Objective:

Status:

Objective:

Status:

The CPPM sets forth the policies and procedures necessary for RTC
contracting. The Warranted Contracting Officer program was imple-
mented to ensure that only appropriate and knowleageable staff are
involved in the contracting process.

Requirements for Warranted Contracting Officers for non-legal con-
tracts were published in the Federal Register in January 1994.

Establish guidelines for achieving a reasonably even distribution of con-
tracts among subgroups of Minority- and Women-Owned Businesses.

The Draft Interim Rule on the Minority- and Women-Owned Business
and Law Firm Program also sets forth the requirement for the RTC
to establish guidelines to achieve a reasonably even distribution in

contracting among minority subgroups.
The CPPM is being revised to incorporate this provision of the Comple-

tion Act to establish guidelines for achieving reasonable parity.

Establish reasonable goals for MWOB subcontracting and prohibit any
contracts, with certain exceptions, of $500,000 or more unless the
contract has a subcontract with an MWOB and compensates it com-
mensurately. (Reform 18)

RTC has implemented a policy to require MWOB subcontracting of 10

percent for non-MWOB prime contractors and MWOB joint ventures
with less than 50 percent MWOB prime contracting participation,
and MWOB subcontracting of 5 percent for MWOB firms or joint ven-
tures with 50 percent or more MWOB prime contracting participation
for all awards with total estimated fees equal to or greater than
$500,000.

The Draft Interim Rule on the Minority- and Women-Owned Business
and Law Firm Pro-am has been updated to reflect this policy.

The CPPM is also bemg updated to reflect this requirement.

Promulgate a regulation to provide sanctions for violations of MWOB
subcontracting and joint venture requirements. (Reform 16)

The Draft Interim Rule on the Minority- and Women-Owned Business
and Law Firm Program has been updated to outline sanctions for

non-compliance with subcontracting requirements. Remedial action
could result in contract

suspension, exclusion, or termination.

Contracting documents are oeing revised to incorporate reference to
these sanctions.

Apply competitive bidding procedures in awarding contracts that are no
less stringent than those currently in effect. (Reform 19)

The Office of Contract Policy and Major Dispute Resolution was created
in December 1993. Among its duties is to assure that any change in

contracting procedures does not result in any diminution in the com-
petitive bidoing process.

Internal Controls

Objective:

Status:

Objective:

Status:

The Oversight Board is directed to establish and maintain an Audit
Committee to monitor RTC's internal controls, monitor audit findings
and reconmaendations, maintain a close working relationship with the
IG and GAO, report on findings and recommendations of the Conmiit-
tee, and monitor financial operations. (Reform 8)

An Audit Committee has been formed and is expected to commence its

work shortly.

Respond to problems identified in audits or certify to the Oversi^t
Board that no action is necessary or appropriate. (Reform 9)

Circular (1250.2), Management Decision Process and Audit Followup,
which prescribes procedures and time requirements for resolving
audit findings, recommendations, and corrective actions was issued
on July 20, 1993.

A management reporting system to track and update the status of all

IG, GAO, and internal audit report findings was implemented on
June 30, 1993.

Status and management reports have been produced which identify
aging open issues to alert senior management since October 21, 1993.
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Objective:

Status:

Procedures have been established in the audit followup circular to re-
auire certifications fix)m responsible program managers attesting to
tne completion of planned corrective actions.

Scheduled evaluations and subsequent reviews will verify effectiveness
of completed corrective actions.

Reports have been provided and meetings held with GAO, IG, and the

Oversight Board, beginning in late 1993 and continuing on an on-

going basis.

The audit followup circular requires management to certify the rational
and legal basis for not implementing an audit recommendation or an
agreeaupon corrective action. RT(J wiU provide the Board with a
copy of such certification statements.

Maintain effective internal controls against fraud, waste, and abuse.
(Reform 12)

Circular 1250.1, Internal Control Systems established RTC's internal
control program and requires managers to:

—
Identify activities or functions (Assessable Units) subject to risk.—Conduct an assessment and rate the susceptibility of the function or

activity to risk (Vulnerability Assessment).—Schedule high risk functions for annual examination (Management
Control Plan).—Conduct a detailed examination (Internal Control Review) of function
to determine if internal controls and procedures are current, ade-

Juate,
and cost effective.

)evelop and implement corrective actions to resolve deficiencies and
strengthen controls.

Field offices have redesigned and enhanced their internal control pro-
grams to provide preemptive review of high risk areas and evaluation
of implemented corrective actions for effectiveness.

Headquarters organizations conduct reviews of field offices and finan-
cial service centers operations for compliance with Corporate policies
and procedures, and for effectiveness of internal control activities.

Specialized program initiatives such as the Loan Servicer Oversight
Program have been implemented to address specific management and
internal control concerns.

Resolutions

Objective:

Status:

Subject to the least cost test, give a preference to offers from minorities
in considering offers to acquire institutions or their branches, located
in predominantly minority neighborhoods and give a first priority to
the disposition of the performing assets to such acquirers and define

by regulation a predominantly minority neighborhood. (Reform 17)

An interim rule defining "predominantly minority neighborhood" was
published in the Federal negister on February 24, 1994. The rule gen-
erally defines predominantly minority neighborhood as a postal zip
code area with more than 50 percent minority population unless the
RTC has determined that other reasonably reliable and readily acces-
sible data indicate more accurate neighborhood boundaries.

A directive was issued on February 28, 1994. The directive:

• In general defines institutions in predominantly minority neighbor-
hoods as institutions headquartered in predominantly minority neigh-
borhoods or with 50

percent
or more of its offices in predominantly

minority neighborhoods;
• Provides that in the event a minority bidder is within 10 percent of a

high majority bid for an institution or branches in a predominantly
mmority neighborhood that both shall submit best and final bids.

Minority bidders for institutions and branches in predominantly minor-

ity nei^borhoods will be eligible for

• Interim capital assistance for up to two-thirds of required regulatory
capital including the premium provided that the total amount of in-

terim capital assistance does not exceed the tangible equity of the in-

stitution;
• An option to purchase earning assets at market prices;
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• Offices legated within a predominantly minority neighborhood owned
by the failed institution rent free for 5 years.

Management

Objective:

Status:

Objective:

Status:

Objective:

Status:

Objective:

Status:

Establish and maintain a comprehensive Business Plan. (Reform 1)

An RTC Business Plan was transmitted to the House and Senate Bank-
ing Conmiittees on December 15, 1993. It will be updated as cir-

cumstances warrant.

Include in the annual report to Congress an itemization of the expendi-
tures of funds

provided by the RTC Completion Act and a list of the
salaries and otner compensation paid to directors and senior execu-
tive officers at RTC-controlled institutions. (Reform 14)

This information will be included in RTC's annual report to Congress,
with the first such report expected June 30, 1994.

Modify existing RTC procedures for using outside counsel so that in-

house counsel would be preferred, and limiting the use of outside
counsel to those instances where it would provide the most prac-
ticable, efficient, and cost effective resolution to the action and only
under a negotiated fee, contingent fee, or competitively bid fee ar-

rangement. (Reform 20)

RTC is currently revising the Legal Services Committee's procedures
for retention of outside counsel to comply with this provision. The re-

vision will apply to Washington and all field offices.

Maintain an effective Management Information System. (Reform 11)

Information resources support has been prioritized to meet key goals
and functions by evaluating existing systems to confirm that all es-

sential corporate management information needs have been met and
will continue to be met.

The Department of Information Resources Management (DIRM) has es-

tablished and maintains an on-going communication with RTC client

offices regarding the effectiveness and quality of RTC's major auto-
mated iniormation systems to ensure they meet management's infor-

mation requirements.
DIRM continues to work with system users to enhance information sys-
tems to adequately support business needs. Enhancements are ap-
proved through the existing management and committee structure
and are implemented with the interaction of system users and man-
agement.

DIRM continues to enforce its requirement that cost/benefit analyses be
conducted and approved prior to initiation of new systems (develop-
ment and any enhancement activities. A directive outlining policies
and procedures related to cost/benefit analyses is being developed.

As a major component of an on-going effort to improve data quality, a

corporate-wide Data Quality Program was implemented through a di-

rective issued on November 11, 1993.
Individual Data Quality Action Plans are being developed to assess the

quality of data in each of RTC's 17 primary automated information

systems and to establish initiatives to improve data where needed. As
of March 15, 1994, 15 of these plans have been completed (with eight
approved and seven stiU under review). The remaining two are in

J)rocess.brmation Resources Management (IRM) field reviews have been con-
ducted in all six RTC field offices. These reviews help management
assess the quality and effectiveness of IRM operations.
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ATTACHMENT M

3/25/94 REPORT OF RTC PLS RECOVERIES, BY STATE
[RECOVERIES AS OF MARCH 15, 1994]
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ATTACHMENT N
RTC LEGAL IMfOSMATlON SYSTEM (SLIS)

frSMS REPRESENTING THE U TOP INSTITUTIONS

ON BEHALF Of THE RTC

FIRM

NAME

ARTER t, HAODEH

BAKER t HOSTETLER

INSTITUTION NAME

BRIGHT BANC SA

ATLANTIC FINANCIAL SAVIN'S, F.A.

CITY SAVINGS, F.S.B.

EMPIRE OF AMERICA FED SAVINGS BANK

GILL SAVINGS ASSOCIATION

LINCOLN SAVINGS S, LOAN ASSOCIATION, F.A.

MERABANK FEDERAL SAVINGS BANK

BROBECK, PKLEGER t HARRISON BRIGHT BANC SA

CITY SAVINGS, F.S.B.

HOME FED BANK

LINCOLN SAVINGS i LOAN ASSOCIATION, F.A.

WESTERN SAVINGS I LOAN ASSOCIATION, F.A.

BUCHALTER, NEHER, FIELDS I YOUNGER, P.C. CENTRUST FEDERAL SAVINGS BANK

GILL SAVINGS ASSOCIATION

SAN JACINTO SA, F.A.

THIS INFORMATION INCLUDES ALL INSTITUTIONS FOR WHICH THERE WERE ACTIVE MATTERS AS OF JANUARY 1, 19«2 OR AFTER.

0_FIRM_INST2 {F_f IRM_INST2)

19%-04-13 12.33.03
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OTC LEGAL INfMMATION SYSTEM (RLIS)

FIRMS REPRESENTING THE U TOP INSTITUTIONS

ON BEHALF OF THE RTC

FIRM

NAME

BURKE, UARREN i HACICAT, P.C.

CUDDY i FEDER

GOOWIN & CARLTON, P.C.

INSTITUTION NAME

EMPIRE OF AMERICA FED SAVINGS BANK

EMPIRE OF AMERICA FED SAVINGS BANK

BRIGHT BANC SA

COMMONWEALTH FED SA

EMPIRE OF AMERICA FED SAVINGS BANK

GILL SAVINGS ASSOCIATION

LINCOLN SAVINGS & LOAN ASSOCIATION, F.A.

MERABANK FEDERAL SAVINGS BANK

SAN JACINTO SA, F.A.

UNIVERSITY FED SAVINGS ASSOCIATION

OUST ROSENFELD EMPIRE OF AMERICA FED SAVINGS BANK

LINCOLN SAVINGS & LOAN ASSOCIATION, F.A.

MERABANK FEDERAL SAVINGS BANK

SAN ANTONIO SAVINGS ASSOCIATION, F.A.

WESTERN SAVINGS & LOAN ASSOCIATION, f.A.

THIS INFORMATION INCLUDES ALL INSTITUTIONS FOR WHICH THERE WERE ACTIVE NATTERS AS OF JANUARY 1, 1992 OR AFTER.

Q_FIRM_INST2 (F_FIRM_INST2)

1994-04-1J 12.35.4J
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RTC LEGAL INFORMATION SYSTEM (RLIS)

FIRMS REPRESENTING THE U TOP INSTITUTIONS

ON BEHALF OF THE RTC

FIRM

NAME INSTITUTION NAME

GOYTISOLO, MARTINEZ DE CORDOBA & GUTIERREZ

HOPKINS i SUTTER

CENTRUST FEDERAL SAVINGS BANK

ATLANTIC FINANCIAL SAVINGS, F.A.

BRIGHT BANC SA

CENTRUST FEDERAL SAVINGS BANK

CITY SAVINGS, F.S.8.

COMMONUEALTH FED SA

EMPIRE OF AMERICA FED SAVINGS BANK

HOMEFED BANK

MERABANK FEDERAL SAVINGS BANK

SAN ANTONIO SAVINGS ASSOCIATION, F.A.

SAN JACINTO SA, F.A.

UNIVERSITY FED SAVINGS ASSOCIATION

WESTERN SAVINGS i LOAN ASSOCIATION, F.A.

JACKSON ( WALKER B«IGHT BANC SA

COMMONWEALTH FED SA

GILL SAVINGS ASSOCIATION

MERABANK FEDERAL SAVINGS BANK

SAN JACINTO SA, F.A.

UNIVERSITY FED SAVINGS ASSOCIATION

JEFFER, MANGELS, BUTLER & MARMARO, P.C. ATLANTIC FINANCIAL SAVINGS, F.A.

CENTRUST FEDERAL SAVINGS BANK

CITY SAVINGS, F.S.B.

EMPIRE OF AMERICA FED SAVINGS BANK

HOMEFED BANK

SAN JACINTO SA, F.A.

WESTERN SAVINGS t LOAN ASSOCIATION, F.A.

KELEHER & MCLEOO, P. A.

KIHBRELL & KAMANN, P. A.

HOMEFED BANK

CENTRUST FEDERAL SAVINGS BANK

UNIVERSITY FED SAVINGS ASSOCIATION

LOWNDES, DROSOICK, DOSTER, KANTOR I REED ATLANTIC FINANCIAL SAVINGS, F.A.

CENTRUST FEDERAL SAVINGS BANK

HOMEFED BANK

PETTIT & MARTIN CITY SAVINGS, F.S.B.

HOMEFED BANK

THIS INFORMATION INCLUDES ALL INSTITUTIONS FOR WHICH THERE WERE ACTIVE MATTERS AS OF JANUARY 1, 1992 OR AFTER.

0_flRM_INST2 (F_F1RM_INST2)

1994-W-13 12.40.37
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«TC LEGAL INFORMATION SYSTEM (RLIS)

FIRMS REPRESENTIUG THE U TOP INSTITUTIONS

ON BEHALF OF THE RTC

FIRM

NAME

PETTIT & MARTIN

RAVEN, KIRSCHNER & NORELL fKA STOHPOLT 4 STROUO

INSTITUTION NAME

LINCOLN SAVINGS S. LOAM ASSOCIATION, F.A.

HCMEFED BANK

MERA8ANK FEDERAL SAVINGS BANK

UESTERN SAVINGS & LOAN ASSOCIATION, F.A.

THIS INFORMATION INCLLOES ALL INSTITUTIONS FOR WHICH THERE UERE ACTIVE MATTERS AS OF JANUARY 1, 1992 OR AFTER.

Q.FIRMJNST2 (F_FIRM_INST2)

1994-04-13 12.40.57
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RTC LEGAL INFORMATION SYSTEM (RLIS)

FIRMS REPRESENTING THE 14 TOP INSTITUTIONS

ON BEHALF OF THE RTC

FIRM

NAME

RUBINSTEIN & PERRY

INSTITUTION NAME

BRIGHT BANC SA

SAN ANTONIO SAVINGS ASSOCIATION, F.A.

STEPTOE & JOHNSON

THACHER, PROFFITT & WOOD

MERABANK FEDERAL SAVINGS BANK

LINCOLN SAVINGS & LOAN ASSOCIATION, F.A.

WESTERN SAVINGS & LOAN ASSOCIATION, F.A.

UINTHROP, STIMSON, PUTNAM t ROBERTS CENTRUST FEDERAL SAVINGS BANK

EMPIRE OF AMERICA FED SAVINGS BANK

THlt INFORMATION INCLUDES ALL INSTITUTIONS FOR WHICH THERE WERE ACTIVE MATTERS AS OF JANUARY 1, 1992 OR AFTER.

0_FIRM_INST2 (F_FIRM_INST2)

1994-04-13 12.42.47
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ATTACHMENT O

RESOLUTION TRUST CORPOBATION
RcMlving Th( Crici*

RcMoring The Conddcncc

March 2, 1994

MEMORANDUM TO:

FROM;

SUBJECT:

John Adair
Inspector General

John E. Ryan
Deputy Chief Exe e Officer

Investigation of Report Dated Feb. 8, 1994 of
the Office of Contact Oversight and Surveillance
titled Rose Law Fjrm RTC/OCOS-T94002-WA

As you know, Interim CEO Roger Aitman, in his appearance at the
semi-annual hearing on February 24, 1994 of the Resolution Trust
Corporation/Thrift Depositor Oversight Board conducted by the Senate
Committee on Banking, Housing and Urban Affairs, said that he would
request that the RTC Inspector General review the report dated
Feb. 8, 1994 of the Office of Contract Oversight and Surveillance
titled Rose Lav Firm RTC/OCOS-T94002-WA (copy attached) . Since that
date, Mr. Aitman has recused himself and has delegated all of his
authority and all of his responsibilities concerning any matter
connected to or arising out of Madison Guaranty Savings and Loan
Association to me. Therefore, I am requesting that you conduct an
investigation, in accordance with your normal operating procedures,
of the substance addressed by the report.

Furthermore, I am requesting that you also audit fees paid to
the Rose Law Firm by the RTC on any matter, or by the FDIC on any
matter where the FDIC retained the Rose Law Firm, (i) as managing
agent for the FSLIC, or (ii) as the legal arm of the RTC before this
corporation maintained its own legal division. Please direct your
report to the General Counsel, Ellen B. Kulka.

Attachment

cc: Kulka

aOi 17m Strmmt. N.W. Wa^Wygton. O.C 20434



329

RESPONSE TO WRITTEN QUESTIONS OF SENATOR RIEGLE
FROM ANDREW C. HOVE, JR.

Q.IA. Will the RTC finish its task of resolving failed thrifts within
the first six months of 1995, which is the time period provided to

it by the RTC Completion Act of 1993?

A,1jV. We expect that the RTC will have completed this task by
June 30, 1995. The current inventory of 55 conservatorships is ex-

pected to be resolved in 1994. The only contingency that would
cause the RTC not to meet the June 30, 1995, target date, would
be transfer of additional failures bv the regulatory authorities im-

mediately prior to that date which would push the resolution of

these institutions into the second half of 1995. Given the current
economic environment and the condition of the thrift industry, we
do not expect a significant number of additional failures, however.

Q.l£. Will the RTC be able to wrap up its affairs by December 31,

1995, as required by law?

A.I.B. We believe that the RTC will be able to complete their busi-

ness as was envisioned in the RTC Completion Act by December
31, 1995. Resolutions of failed institutions should be completed and
the inventory of unsold assets should be relatively small by that
date. Of course, there will be activities such as contracting audits,

recordkeeping, pursuit of legal claims and related matters, sale of

remaining assets, monitoring securitization pools and arrange-
ments, and certain other activities that will be transitioned to the

FDIC, which will assume responsibility for those activities after the
RTC "sunsets."

Q.l.C. Will the FDIC be prepared to take over these responsibil-
ities?

A.I.C. On February 22, 1994, the Acting Chairman of the Federal

Deposit Insurance Corporation, Mr. Andrew C. Hove, Jr., and the

Deputy Executive Officer of the Resolution Trust Corporation, Mr.
John E. Ryan, established the FDIC/RTC Transition Task Force.

Senior executives have been meeting on a weekly basis to resolve

broad policy issues and to establish a framework for planning and
implementing the transition of RTC operations to the FDIC by the
sunset date of December 31, 1995.

One of the first actions of the Transition Task Force was to insti-

tute a number of functional task groups which will be chaired joint-

ly by FDIC and RTC managers. These groups will identify policy,

resource, operational, and other issues which need to be addressed
so that a successful merger can be completed. During the second

quarter of 1994, written implementation plans and recommenda-
tions will be submitted by each program group to the Transition
Task Force for approval. Reports from support functions will be is-

sued during the third quarter of the year.
The Transition Task Force will play a strong leadership role in

planning and implementing the transfer of RTC responsibilities to

the FDIC. We are confident that the FDIC will be fully prepared
to absorb RTC operations and staff.

Q.IJ). What is the status of the transition of the RTC's employees
to the FDIC?
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A.1 J). Currently, the RTC has a total of 6,743 employees. Of that
number, 1,560 are permanent employees with the right to return
to the FDIC.
The FDIC began the return of RTC-assigned permanent employ-

ees in March 1992 and, thus far, 718 employees have been re-

turned to the FDIC, with 1,560 still assigned to the RTC. Of those
still working for the RTC, 1,077 are assigned to headquarters and
483 are assigned to field offices. We are continuing to identify
placement opportunities for the remaining permanent employees
still assigned to the RTC.

Q.l JI. Does the FDIC have any plan in place to absorb the new
employees from the RTC?
A.1JE. By decision of the FDIC's Board of Directors, permanent
RTC employees hired after enactment of the RTC Refinancing, Re-

structuring, and Improvement Act of 1991 and the RTC Thrift De-
positor Protection Reform Act of 1991, signed into law on December
12, 1991, will be accorded the same right to return to the FDIC as
those hired before the enactment.

In February 1992, the late Mr. William Taylor, Chairman of the

FDIC, and Mr. Albert V. Casey, the RTC's former Chief Executive
Officer, entered into an agreement which provided in part that, as
a general rule, no permanent positions would be hired or promoted
without Mr. Casey's approval. Mr. Casey agreed to keep Mr. Taylor
informed of such approvals. This agreement was formalized into
two written agreements in March and May 1992, further defining
conditions of employment for new employees of both agencies, as
well as conditions of promotion for the then current employees of
both agencies.
The primary purpose in making non-permanent appointments

has been to work toward and support a natural downsizing that
will complement the return of permanent RTC-assigned employees
to the FDIC as the RTC's workload decreases and that agency
phases out its operations. As the workload diminishes, so will per-
sonnel needs. All FDIC and RTC employees on time-limited ap-
pointments have been clearly informed from the outset that their
services will be needed only on a temporary basis. Thus, our plan
at this time is to absorb the permanent employees assigned to the
RTC in accordance with legislation and Board decisions.

RESPONSE TO WRITTEN QUESTIONS OF SENATOR BOND
FROM ANDREW C. HOVE, JR.

First Group of Questions

Q.l. What conflicts of interest existed with the Wright, Lindsey,
Jennings firm such that the FDIC could not use them in the Frost
case.

A.1. Wright, Lindsey, and Jennings represented Seth Ward, Sr.,
the father-in-law of Webster Hubbell, in litigation against Madison
Guaranty, and against the Madison conservatorship once Madison
failed. Moreover, Wright, Lindsey initially was defense counsel rep-
resenting Frost in the Frost litigation brought by Madison. Prior to

the Madison conservatorship, the lawyers representing Frost on be-
half of Wright, Lindsey moved from Wright, Lindsey to the firm of
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Williams and Anderson, which continued the representation of

Frost.

Q^. What conflicts of interest existed with the Gerrish, McCreary
firm such that the FDIC could not use them in the Frost case?

A.2. In a letter dated March 9 1989, a copy of which is attached,
in response to a request for information regarding any representa-
tion that could give rise to a conflict with the FDIC, the former
Federal Home Loan Bank Board, or the former Federal Savings
and Loan Insurance Corporation, Jeffrey Grerrish of Gerrish &
McCreary identified three cases with respect to the FDIC. First,
Gerrish & McCreary was then representing an outside director

against the FDIC in a director's liability action brought by the
FDIC as a result of the failure of Corning Bank. Second, the firm
was involved in the defense of First Acadiana Bank of a cease and
desist proceeding initiated by the FDIC at about the time of the
Madison conservatorship. Finally, Gerrish & McCreary was used as
a "consulting counsel" in connection with a directors liability action

against fifteen former outside directors of the Moncor Bank in

Hobbs, New Mexico.

Second Group of Questions

Q.l. Was Madison insolvent when it was taken into conservator-

ship by the FDIC?

Q.2. Was Madison insolvent before it was taken into conservator-

ship? If so, at what point in time was it declared insolvent? By
whom was it declared insolvent?

Q.3. If it was insolvent before 2/89, why was it not placed in con-

servatorship earlier?

Q.4. Assuming there were reports in 1987 and 1988, were those
exam reports an improvement over the earlier 1984 and 1986 re-

ports? If not, why was it not placed in conservatorship earlier? May
we get copies of those reports?

Q.5. Were the State regulators asking the Federal Government to

come in and take Madison over before 2/89? If so, why didn't the
Federal Government act? (Probably because FSLIC had no money
and it was going after the bigger S&L's at the time.) If not, do you
think the State regulators should have been requesting that the
Federal Government close Madison earlier than 2/89?

Q.6. Do you think the State government did a good job of regulat-
ing Madison? In other words, do you think the i'&kansas S&L regu-
lators were too lenient when examining Madison?
A.1. through A.6. The FDIC did not supervise or regulate Madison
Guaranty and has no direct knowledge of its condition before it was
placed in conservatorship. The Federal Home Loan Bank Board
(FHLBB), as the primary Federal regulator of Madison, was the

agency best able to respond to these questions. However, as the
FHLBB was abolished in 1989, the agency currently most likely to

have recollections and documents on this matter is the Office of
Thrift Supervision, the statutory successor to the FHLBB as pri-

mary Federal regulator of savings associations.

Attachment
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GERRISHa..
IVici

Attorneys
•0 Monro*, E«v«nth Floor

Mamphla.'m 38103
P. O. Boi 3330

M«mphl«, TN 38173-0330

(901)524-0800

March 9, 1989

Mr. Paul A. Jeddeloh
Staff Attorney
Legal Division
Federal Deposit Insurar.ce Corporation

^

P. O. Box 1336
501 East Highway 13
Burnsville, Minnesota 55337

RE: Madison Guaranty Savings & Loan Association
Augusta/Little Rock, Arkansas/In Conservatorship 18313

Dear Mr. Jeddeloh:

Pursuant to our meeting of Friday, March 3, and our telephone
conversation of Monday, March 6, please consider this letter in
response to your request for information regarding any
representation by our firm which may give rise to a position in
conflict with that of the FHLBB, FSLIC or FDIC.

As we discussed, the firm is not currently involved in any
litigation involving FSLIC or Federal Home Loan Bank Board or any
of the individual Federal Home Loan Banks.

The firm currently is involved in varying degrees in three
litigation matters in which the FDIC is a party as follows:

1. Hobbs. New Mexico Directors Liability Suit .

The firm has been used primarily as "consulting counsel" in
connection with a currently inactive directors liability
action involving the fifteen former outside directors of the
Hobbs bank in Hobbs, New Mexico. The firm is counsel of
record in a D&O insurance recision action involving that
same matter filed by CNA Insurance Company in Albuquerque,
New Mexico.

Boron & Kramer

Memphis Tenf»essee

CX Counsel
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Mr. Paul A. Jeddeloh -2- March 9, 1989

2. Corning Bank. Corning. Arkansas Directors Liability Action.

The firm is currently involved in the representation of one
outside director in the FDIC directors liability action
filed as a result of the failure of the Corning Bank. This
matter is styled FDIC v. Manatt and is currently pending in
Federal District Court in the Eastern District of Arkansas.

3. First Acadiana Bank. Eunice. Louisiana. Termination of
Agricultural Loan Loss Deferral Program and Cease and Desist
Proceeding .

The firm is currently involved in an appeal from the
tanair.aticn of a bank's participation in the agricultural
loan loss deferral program and in the bank's defense of a
cease and desist proceeding initiated by the FDIC on or
about March 1, 1989. The client. First Acadiana Bank,
Eunice, Louisiana is approximately a $55 million
institution.

We do not believe that our representation of FSLIC as conservator
or FDIC as managing agent for savings & loans would present any
possibility for conflicts on our part, but we wanted to make sure
you are aware of these matters.

Please call if you have any questions.

Sincerely,

cc: Billy Carroll, Managing Agent
Madison Guaranty Savings S Lean
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RESPONSE TO WRITTEN QUESTIONS OF SENATOR RIEGLE
FROM JONATHAN L. FBECHTER

Q.l. As of November 30, 1993, the GTS had listed as "Problem In-

stitutions" 34 institutions, with assets of $45 billion, which were

continuing to incur losses. With current economic conditions in

mind, how many of these institutions would you expect to be placed
under the control of the RTC? What would be the asset value of

these institutions?

A.1. Based on December 31, 1993, financial data, we estimate that

there are five savings institutions with $1.0 billion in assets for

which grounds exist or are likely to exist in the current year for

the appointment of a conservator or receiver. All of these thrifts

have more than two percent tangible equity capital and, therefore,

are not subject to early intervention by the Government as required

by the critically undercapitalized standard established in section 38

of the Federal Deposit Insurance Act. (12 U.S.C. 1831o)
There are also 18 savings associations with $4.3 billion in assets

that are prospective resolution cases. Based on past experience, we

expect that some of these cases may require resolution by the RTC
over the next 12 months. Finally, based on December 31, 1993, fi-

nancial data, there are 70 institutions with $73.9 billion in assets

classified as "Other Troubled Institutions." These thrifts, which we
do not expect to fail, have average core capital of 5. 16 percent, but

are experiencing financial difficulties.

As you know, the financial condition and viability of these insti-

tutions are dependent on future economic conditions, including

changes in short-term and long-term interest rates, changes in re-

gional real estate markets, and growth in home mortgage lending.

RESPONSE TO WRITTEN QUESTIONS OF SENATOR RIEGLE
FROM ALAN GREENSPAN

Q.l. Commercial real estate accounts for a sizable portion of the

RTC's asset portfolio. Will higher interest rates make it more dif-

ficult for the RTC to dispose of these assets?

A.1. In the past, the disposition of commercial real estate assets by
the RTC has been made difficult by poor conditions in the commer-
cial real estate market. In recent months, however, conditions have

improved considerably, and it now appears that the RTC's ability

to dispose of real estate assets will be enhanced by the emergence
of the commercial real estate market from a sustained period of cy-

clical adjustment.
While sizable increases in interest rates can make the sale of

real estate assets more difficult by increasing financing costs for

purchasers, recent increases in rates have been relatively small.

The recent rise in interest rates has also come only after a long pe-

riod of decline and, in fact, rates continue to remain low in relation

to historical norms. Thus, when considered in the context of recent

improvements in the commercial real estate market and the econ-

omy as a whole, it does not appear that the recent increase in rates

will have any appreciable effect on the RTC's ability to dispose of

its real estate holdings.
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RTC
RESOLUTION THUST CORPORATION

Resol Ting The Crisit

RetUirtn^ Tb« Coaftdeioe

February 23, 1994

Honorable Alfonse D'Amato
United States Senate
Washington, D.C. 20510

Dear Senator D'Amato:

This is in response to your letter of February 8, 1994 concerning
the RTC's efforts relating to possible civil litigation resulting
from the failure of Madison Guaranty.

Your letter makes the statement that, "The RTC's inaction on the
civil side is ....disturbing." I weint to reiterate what I said
in my letter of February 1, 1994, which is that the RTC "is

conducting a thorough review of the failure of Madison." While
your letter characterizes this as a "general response, " I must
point out that it is inappropriate for me to address at this time
any specifics relating to this matter.

It is standard operating procedure not to discuss any matter
relating to the review of potential civil claims of any
institution. While it would be inappropriate for me to provide
any information relating to the status of our review at this
point, I can assure you that the RTC is prepared to make a full
public accounting of the handling of civil matters under the
purview of the RTC when it is appropriate to do so.

Sincerely,

// John E . Ryan
Deputy CEO

BO] ]?tn street. NWWastvnalon. DC. 20034
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HeSOLUTION TRUST CORPORATION
RooKing The Crlilt

RotoHng Tbc ConOdencc

March 2, 1994

The Honorable Donald W. Riegle, Jr.

United States Senate

105 Diiksen Senate Office Building

Washington, D.C. 20510

Dear Senator Riegle:

I tCTtififyf before your Committee last Thursday in connection with the semi-annual Oversight

hearings on the RTC. There was a discussion, as you remember, of a meeting which I had

with i^resentatives of the White House. As I indicated, no non-public information was

provided at that meeting on any aspect of the Madison Guaranty matter.

When Senator Bond asked me at that hearing whether any other communications had taken

place between tfte RTC and the White House, my response was "not to my knowledge'. I

stin have no knowledge that any such discussions occurred.

But, I have learned today of two conversations which did take place between Treasury staff

and White House personnel on this matter. My information is that both related to the

handling of press inquiries.

I would s^reciate the opportunity to amend the record accordingly.

Sinaerely,

Roger C. Altaian

80r Um street, NW Washington. DC 20434
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RIC
eeSOLUTlON thust corpo»ation

R«niv<Bfl TlM Crids

RoiUfliigllM CanMtnet

March 3, 1994

The Honoiable Donald W. Riegle, Jr.

United States Senate

IQS Dirksen Senate 0£5oe Building

Washington, D.C. 20510

Dear Senator Si^le:

As you know, I testified before yoar Committee last week in connection with tlie semi-

annual Oversight hearings on the RTC. I was askxd atxMJl any contacts which I had with

representatives Of die White House on RTC matten and described a meeting which I had.

I would like to expand the tecord as follows. Pint, to the best of my recollection, no non-

public informatioa was provided on this case to representatives of the White House during

that discussion. Second, it is my understanding tlot RTC staff had already bad discussions

with Senator D'Amalo's staff on statute of limitations issues. Third, the Treasuy General

Counsel, who also attended the meeting, has advised me that before that meeting she sat

down with this Department's designated Ethics Officer. She informed him of die purposes of

the meeting and asJced his view. He advised her that he saw no pioblem.

In short, diere was no discussion whatsoever on the substance of this case. Hiat's because I

never have had, nor have, any knowledge of the substance. I have received no documents in

that regard, nor otherwise received any informadon on the substance of this matter.

Sioccely,

Roger C. Altman

801 I7th Street, NW Washinoton, DC 20434
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RESOLUTION TRUST COHPORATION
Resolving The Crisis

Restoring The Confidence

March 11, 1994

The Honorable Donald Riegle

United States Senate

105 Dirksen Senate Office Building

Washington, D.C. 20510

Dear Senator Riegle:

When I testified before your Committee twelve days ago, I was asked about contacts with

White House personnel on any aspect of the Madison Guaranty matter. I cited one meeting

which addressed only generic RTC procedures which would have applied to any case

involving a statue of limitations. There was no substantative disctission of the case itself.

Indeed, that would have been impossible because I know nothing of the substance of the

case. I've never received a single document or a word of briefing on it.

For obvious reasons, I have been reviewing all my files and other information which could

possibly pertain to this matter. Invould like to amend the record to reflect one additional

contact. One or two days after my meeting, there was a very brief discussion on the issue of

recusal. There was no discussion whatsoever of the case itself. The conversation lasted

five minutes or less and included me and Harold Ickes of the White House staff. There may
have been one or two others in the room, but I cannot recall.

The purpose of both meetings was to provide notification. At neither meeting did I seek

advice, nor was it given.

I am sending thus letter immediately to be sure that the record is as complete as possible.

Sincerely,

Roger C. Altman

801 17th Street, NW Washington, DC 20434
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RTC
PESOLUTION TRUST CORPORATION

Resolving TK- Crisis

Restoring The Conndenct

March 21, 1994

The Honorable Donald Riegle

United States Senate

105 Dirksen Senate Office Building

Washington, D.C. 20510

Dear Senator Riegle:

I have been continuing an exhaustive review of all my files, phone logs and other

information, with the assistance of Counsel. Every contact, regardless of significance, is

being reviewed. As you may know, I generally attend meetings in the White House three or

more times a day, and am on the telephone with White House staff even more often. It is

difficult to recall every brief encounter. But, I would like to add to the record.

In my testimony, I refened to one substantive communication, and, upon further review, that

is still my view. The meeting at the White House on February 2 related to procedural issues

which pertain to any RTC claim or case. There was not, and could not have been, any
discussion on the substance of the case. I never had any information on it, or any other RTC
case.

Before that meeting ended, I also informed those in attendance that I was weighing the issue

of recusal. A few days after that meeting, I spoke with Mr. McLarty briefly on the

telephone with the same message. As you know, on February 25, I decided to recuse myself
and did so.

The night before my February 24 testimony, I informed Mr. Ickes by phone that 1 would

announce that I was stepping down from the RTC the next morning. That was, indeed,

announced on schedule. Also, around the same time, I literally bumped into Mr. Nussbaum
in a White House corridor. He told me that the Administration would soon be submitting its

nominee for permanent RTC head.

807 17th Street, NW Washington, DC 20434
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The Honorable Donald Riegle

March 21, 1994

Page Two

I have done my best to recall every communication with White House staff on anything

which could be connected to this matter. I hope that this is helpful.

Roger C. Altman
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U.S. Department of Justice

Office of the
Indepeii<jent.C<3una?lQL£.

Little Rock, Arkansas

March 7, 1994

The Honorable Donald W. Riegle, Jr.
Chairman

Committee on Banking, Housing
and Urban Affairs

United States Senate
Dirksen Senate Office Building, Rm SD-534
Washington, D.C. 20510-6075

The Honorable Alphonse M. D'Amato
Ranking Minority Member

Committee on Banking, Housing
and Urban Affairs

United States Senate
Dirksen Senate Office Building, Rm. SD-534
Washington, D.C. 20510-6075

Dear Senators Riegle and D'Amato:

I am writing this letter to express my strong
concern about the impact of any hearings that your Committee
might hold into the underlying events concerning Madison
Guaranty Savings and Loan ("MGS&L"), Whitewater and Capital
Management Services ("CMS") on the investigation that this
Office is conducting into these matters.

As you know, I was appointed to the position cf
Independent Counsel pursuant to CFR 603.1 on January 31,
1994. Since that date we have obtained an Order from Chief
Judge Stephen M. Reasoner in the Eastern District of
Arkansas authorizing the empaneling of a grand jury which
will be devoted exclusively to the Whitewater/MGS&L/C.MS
investigation. In the meantime, we have been using the
regular grand jury for this District. We have a team of
eight experienced attorneys, six of whom were current or
former prosecutors when they joi.ned the staff. We are
working in Little Rock with a team of more than twenty FBI
agents and financial analysts who are working full time on
this matter. We are doing everythi.ng possible to conduct
and conclude as e.xpedit lously as possible a complete,
t.horcuah and imcartial investiaation .
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Inq\iiry into Che underlying events surrounding
MGS&L, Whitewater and CMS by a Congressional Committee would
pose a severe risk to the integrity of our investigation.
Inevitably, any such inquiry would overlap substantially
with the grand jury's activities. Among other concerns, the
Committee certainly would seek to interview the same
witnesses or subjects who are central to the criminal
investigation. Such interviews could jeopardize our
investigation in several respects, including the dangers of
Congressional immunity, the premature disclosures of the
contents of documents or of witnesses' testimony to other
witnesses on the same subject (creating the risk of tailored
testimony) and of premature public disclosure of matters at
the core of the criminal investigation. This inherent
conflict would be greatly magnified by the fact that the
Committee would be covering essentially the same ground as
the grand j ury .

While we recognize the Committee's oversight
responsibilities pursuant to Section 501 of PL 101-73
(FIREAA.) , we have similar concerns with a Congressional
investigation into the recently-disclosed meetings between
White House and Treasury Department officials --

particularly because we believe these hearings will
inevitably lead to the disclosure of the contents of RTC
referrals and other information relating to the underlying
grand jury investigation.

For these reasons, we request that your Committee
not conduct any hearings in the areas covered by the grand
jury's ongoing investigation, both in order to avoid
compromising that investigation and in order to further the
public interest in preserving the fairness, thoroughness,
and confidentiality of the grand jury process.

I will be glad to meet with you personally to
explain our position further if you feel that would be
helpful .

Res^ctfully yours,

ROBERT B. F/ISKE, ''^JR .

Independent Counsel
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Hnitd States Senate
COMMITTEE ON BANKING. HOUSING. AND

URBAN AfFAJRS

WASHINGTON. OC 20610-4076

March 7, 1994

Robert B. Fiske, Jr.

Independent Counsel

Office of the Independent Counsel

Two Financial Centre, Suite 134

10825 Financial Centre Parkway
Little Rock, AE 72211

Dear Independent Counsel Fiske:

Your letter to me of this date has arrived requesting that the Banking
Committee not conduct further hearings into the matters within the scope of

your investigation. The concerns you outline in your letter - that a parallel

Congressional investigation would interfere with your inquiry - are

compelling and accurate.

Recent experience has shown that Justice Department prosecutions
and convictions have been thwarted by untimely Congressional inqviiries
into the same matters.

It is my view that the Banking Committee should defer to your
investigation.

When you have completed your investigative work - 1 will direct the

Committee's efforts to any items you might bring to our attention - or which
are otherwise brought into focus by your inc

cc: Senator Alfonse M. D'.

Ranking Minority Member
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I^ATE: /OS'/Y-^

lt):_ Paul A. Jeddgloh. Esq. - Staf f Attorney

FDI G Consolidated Office s

Ournsvine. MN

niOM: n^ vid PsiiNon, M;tn;^ninn ArgntA^

MaHicnn f; iiar;j n1y rnnsQCvaXoc^lUD i'8313

Little Rock. Arkansas

(501) 37^1-7777

. /'Re; Ken Schneck
'

s _laU£i:-tO-Jphn O'Donnell dated August 10, 1989' regarding
'^ y '.Frost & Company Audit suit^'^v. ^^ ^
(^ jr76£_

Nufiiber of Poecs Including Cover:

Paul, for ytpur information relative to an appearance of a -«,..flict of

interest in the suit brought by Madison Guaranty against Frost & Company

as their former accountants. •
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MADISON GUARAN IT

P.O. Box 1583 • 16lh & Main Street

Lillle Rock, Arkansas 72203 • 501-374-7777

.
•

AufiU.st 10, 108D

Mr. John O'Donncll
KDIC S'i L Project Aren Coordinator
c/o Klrst Federal Savinglacs & Looii

401 West Capitol
Little Kock, Arkiuiaas 72201

Dear John:

Since arriving at Madison Guaranty on August 7th, a situation concerning a

possible conflict of interest has cone to ny attention involving Madison
Cuar::nty vs. Frost & Company. Madison Guaranty sued their foraer accountants
in J9C8 for negligence and breach of contract invoivi.ig their 1984 and 1985
audits of the the inatitution.

At the time of tlie con^servnlorship, the action was reaovcd froo Madison
Ciiacauty's attorney to the Hose Law Firo of Little Rock at the behest of April
Breslax, FDIC investigations attorney. Tlie attorneys who are handling these
accounts are Rick Donovan and Hebb Ilubbell.

An apparent conflict exists in that Mr. Hubbell.is the sion-in-law of Seth Kard
who ^ was an-, insider at Madison Guaranty and is the brother-in-law of

Seth hfard, II. Both of these sen have sued Madison Guaranty. We are currently

defending on action froa Seth Ward, II concerning a side agreement for interest
rate concessions ami are appealing a judgnent in a case we lost to Seth Ward

(Sr.) to the tune of $470,000.
'

"

Our attorney, April Breslaw, was made aware of this possible conflict. Her

response is encaptuJated in the attached letter and letters she requested froo

.Mr. Hubbell.

process of our suit against F.-ost It Coapany, we will aosL certainly

practices and procedures Madison Guaranty used in day to day

are naking this inforaation available, in detail, to Mr.

iwve that none of this inforaation will aako it back to hi.s

^^^ I do not know whether or not any information upcoaing will be

daaaging.^ "However, I would like sooeone with a wider scope of authority to

review the situation and possibly eliainatc this conflict.

In the

examine

operations
Hubbell

faniJy ^g. naiv^

Sincerely,

''.iTi K. .'jclineck

C;edi L Specir.l is t.

;a.s/ss

lilies
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PREPARED STATEMENT OF RESOLUTION TRUST CORPORATION
CfflEF Executive Officer Designate, Stanley G. Tate

November 11, 1993

Chairman Riegle, Senator D'Amato, and distinguished Members of the United
States Senate Committee on Banking, Housing, and Urban Affairs ("Senate Banking
Committee"). ,

I am deeply honored and privileged to have been nominated by President Clinton

to be Chief Executive Officer ("CEO") of the Resolution Trust Corporation ("RTC").

I am also greatly honored to appear before this Committee to be considered for Sen-

ate confirmation. If confirmed, it will be a privilege for me to serve in President

Clinton's Administration. I have assured the President, and I assure this Commit-

tee, that, if confirmed, I will devote my full attention, and bring whatever expertise
I possess,

to the Resolution Trust Corporation to complete the thrift clemiup in an
ethical and cost conscious manner, protecting the American taxpayers' interests

every step of the way.
I would like at this time to personally thank Senator Mack, Senator Graham, and

Congresswoman Meek for their kind and gracious introductions of me before this

Committee. I believe that they have provided you
with a good background on my

professional career over the past 45 years and my public service contributions. I

would also like to thank Secretary Bentsen, Deputy Secretary Roger Altman, and
Under Secretary Frank Newman of the Treasury Department for their unwavering
support of my nomination and confirmation. Finally, and most importantly, I would

like to thank my family for their support of mv decision to be considered for Senate
confirmation as Chief Executive Officer of RTC.

Before I begin my statement I would like to recognize also several prominent Flo-

ridians who have traveled to Washington to be here with me during my confirma-

tion hearing today.
Mr. Chairman and Members of the Senate Banking Committee, I am very proud

to be here today.
At this hearing, I would like to do three important things. First, I desire to set

the record straight and let the Members of this Committee know exactly what I have
said or have done since I came to Washington, questions I have asked, and why.
Second, I would like to give you some idea of what I have learned during the last

several months as a Senior Advisor at the Thrift Depositor Protection Oversight
Board. And, third, I would like to give you a clear indication of what I feel needs

to be done at the RTC, and how I intend to do it, if I am confirmed. I believe that

the Conunittee needs this perspective on all three of these items in order to make
an informed decision on my nomination.

As TO "Setting the Record Straight"

Mr. Chairman, I would like to begin by setting the record straight on five allega-

tions about me on which the press has recently reported. I know that some Mem-
bers of the Committee may have questions, and rightfully so, about some of these

issues. Rather than wait for your questions, respecttully, I believe that it is prudent
for me to address these allegations upfront and at this time. The accusations about

me relate to the following:

• My Relationship With David Paul
• My Position on Minority and Women's Programs
• My Regional Advisory Board Participation
• My Attendance at an RTC Legal Conflicts Committee Meeting
• My Involvement With a Florida Resident's Proposal to Purchase an RTC Asset

As to My Relationship With David Paul

Mr. Chairman, let me state very clearly for the record. Mr. David Paul is not now,
nor ever has been, in any stretch of the imagination, a friend of mine. He and I

happened to have been appointed to the Boardof one of the largest public hospitals

in the United States, Jackson Memorial Hospital in Miami. This is, and has oeen,

my only relationship with David Paul. He has not been and is not my pal. He has

not been and is not my friend. He has not been and is not my associate.

Mr. Chairman, you and the Members of the Committee should also know, for the

record, that I approved a motion to request that David Paul resign from the Jackson

Memorial Hospital Board when it became evident that there was a
perception,

real

or otherwise, that for Mr. Paul to continue to serve as a Trustee on that Board
would reflect poorly on this important public institution.

Mr. Chairman, I never thought for one moment that my request for summary in-

formation, with respect to RTC's PLS civil litigation, would be used in an attempt
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to wrongly discredit me by fabricating a relationship between me and David Paul.

Perhaps I should have followed a more cautious path and not have requested this

information. However, that is not how I undertake my responsibilities, and I do not
think either the President or this Committee is looking for a candidate who would
be reticent about asking tough and probing questions in an effort to better under-
stand important public policy issues lacing tne RTC.
This (Jommittee, ana you Mr. Chairman, have publicly expressed deep concern

with respect to the RTC's professional liability program, and the use of outside
counsel m general. In fact some of the witnesses during this Committee's recent
RTC whistleblower hearing questioned the

tenacity
of RTC's pursuit of directors, of-

ficers, and professional firms. I would like you to know that I share that same con-
cern. I will return to this matter later in my testimony, explaining exactly why and
how the information request was made.

As to My Position on Minority and Women's Programs
Next I would like to take a few moments to address several recent press articles

which reported that perhaps I do not support minority and women's programs.
These articles were obviously prompted by a letter sent to you, Mr. Chairman, from
the Reverend Jesse Jackson.
Mr. Chairman, at your request, I have provided you a written response to all of

the issues raised in Reverend Jauikson's letter, a copy of which is attached to my
statement [Exhibit 1]. I would like you to know that I would be pleased to meet
with Reverend Jackson and personally answer each and every question he still may
have.

I would like to make two points with respect to my support for minorities. Unfor-

tunately, the press either was not aware of, or for some reason neglected to consider
these in the various articles written about Reverend Jackson's letter.

First, as you know Mr. Chairman, my nomination has the support of the entire

delegation of the Hispanic-American Members of Congress and also has the support
of a significant majority of the African-American Members of Congress [Exhibits 2
and 3]- I do not believe that these groups would go on record without an absolute
level of certainty with respect to my record and my long time support of minority
affairs.

Second, my State and local leadership record regarding my support, involvement,
and advocacy of minority matters in the State of Florida speaks for itself. This Com-
mittee should be aware of the following efforts, each of wnich directly benefited, to

a large extent, various minority populations in the State of Florida:

• As to Education—I helped draft the enabling legislation and have been Chairman
of the Board of the Florida Prepaid College ftogram since its inception over 7

years ago. It is the largest proCTam of its kind in the Nation. Over 219,000 con-
tracts have been sold to date. Of those families who indicated annual income on
their appliqation (approximately

75 percent), approximately 5,000 beneficiaries

come from households earning $20,000 per year or less. Approximately 12,000
beneficiaries come from households earning between $20,000 and $30,000 per
year.

I also serve as Vice Chairman of the Florida Endowment Fund, a legislated
State of Florida organization, which grants scholarships only to African-American
doctoral candidates. This Fund also owns and operates one of the largest and best
African-American art museums, located in Tampa, Florida.

• As to Housing—I was Chairman of the Dade County HUD Oversight Committee
for 5 years. We took a very troubled housing program of over 13,000 units from

being declared "uninhabitable" to now being recognized as among one of the best
HUD operations in the United States.

• As to Public Health—^As I mentioned before, I was appointed to the Board of the
2nd largest public hospital in the United States, Jackson Memorial Hospital. My
efforts to gain greater access to health care for indigent and minority patients are
well docunMnted and acknowledged. I strongly believe and have publicly stated,
"Health care is a right, not a privilege."

• As to Civic Organizations Serving Minority Groups—I have been and am pres-
ently an active board member of many South Florida organizations dedicated to

be of assistance to minorities. The list of these involvements is both long and sub-
stantial.

As to My Regional Advisory Board Participation

Much has also been alleged about my membership on RTC's Region I Advisory
Board. It has been assertea that I was party to "mismanagement, fraud, and waste
of taxpayers' funds" during my tenure on the Regional and National Advisory
Boards. The public record shows quite the contrary.
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Because these RTC Advisory Boards operate under the Federal Advisory Commit-
tee Act, their meetings are always held in open session and a verbatim transcript
must be kept. I have attached as an exhibit, and submit for the record, every single

question posed, or statement made, by me during every Regional and National Advi-

sory Board meeting [Exhibit 4]. I would also like to include all recommendations
made by the Region I Advisory Board and those made by the National Advisory
Board and the National Housing Advisory Board during my tenure as a member of

these Boards [Exhibit 5]. This information was provided to me, at my request, by
the Advisory Board staff of the Oversight Board.

In order to give you a flavor of what I said during these open meetings, let me
offer some representative statements which I made with respect to six important
areas—minimizing taxpayers' costs, small business participation, the credit crunch,
affordable housing, RTC downsizing, and RTC actions taken as a result of Advisory
Board recommendations.

1. As to Minimizing Taxpayers' Costs—In August, 1990, regarding taxpayer recov-

eries, I said, "I think we have to be cognizant of the fact that the public is outraged
at what happened, and I think that (fact) only has to make us more concerned, and
persevere in our endeavors, to make sure that whatever suggestions we can make,
that the disposition of the assets (of the RTC) brings back the highest reasonable
amount of money so that the ultimate cost (to the taxpayer) is minimized."

2. As to Small Business Participation—In October, 1990, regarding the award of

large asset management contracts, I said, "By doing it on that basis, (the RTC
would) eliminate, by far, the majority of the smaller firms in this country from be-

coming eligible to become an asset manager. And the only way they could
partici-

f>ate

(in management of assets) would be through a subcontract basis, whicn I be-
ieve leaves much room for potential problems."
3. As to the Credit Crunch—In October, 1990, regarding the scarcity of commercial

financing, I said, "On the financing side ... I would like to recommend that we
(the Region I Advisory Board) take the position that financing ... as it pertains
to . . . assets that are in RTC's portfobo . . . (where) regular kinds of financing,
through the commercial institutions are just not available ... we (should) adopt
a policy endorsing some kind of seller financing to be inaugurated by the RTC."

4. As to Affordable Housing—In January, 1993, regarding potential abuses in

RTC's Affordable Housing Program, I said, "It would seem to me that perhaps we
can (recommend) that whatever safeguards are necessaiy to ensure that violations
of the intent of the Affordable Housing Program are rigidly enforced . . . and that

multiple purchases of affordable housing be avoided wherever possible, and intense

scrutiny be undertaken by the RTC, that such instances are not allowed. . . ."

5. As to RTC Downsizing—In May, 1992, with respect to the decision by the
former RTC Chief Executive Officer, Albert V. Casey, to prematurely downsize the

RTC, I said, "... it would seem to me from a dollar effective standpoint, it's a mis-
take to close the Tampa office at this particular time ... I'd like tnat comment to

go on the record . . . I'm just having a very difficult time understanding the ration-
ale for the closing of that particular office, and maybe other offices that fall into
the same category. . . ."

Mr. Chairman, I would like to point out that when this downsi2ing occurred, the
RTC Tampa Office (which was generally responsible for RTC operations in the State
of Florida) had approximately $8.3 billion in assets. As of August 31, 1993, Florida
still had over $918 million in REO assets alone.

6. As to RTC Responses to Advisory Board Recommendations—In January, 1993,
with respect to RTC's implementation of Advisory Board recommendations, I said,
"I guess if you had to do a grading system on whether the implementation (by the

R'rC) of the recommendations of the various regional boards has been accomplished,
the grade would be probably a "C," at best. It certainly doesn't reflect tnat the

strong recommendations that have been made by the Regional Boards and the Na-
tional Board have, in fact, been implemented. . . ."

Mr. Chairman, I have been a strong and forceful advocate of change and good
management practices at the RTC during my tenure as a member of the Regional
and National Advisory Boards. I was not reticent in my criticism of the RTC, and
I objected, in public and on the record, to many of the

(^piestionable management
decisions and operations carried out by the RTC's leadership.

As to My Attendance at an RTC Legal Conflicts Committee Meeting
Mr. Chairman, regarding the much heralded press accounts of my attendance at

a meeting of the RTC Legal Conflicts Committee, I would like to set the record

straight.
I was s])ecifically invited by the RTC's Vice President of Minority and Women's

Programs, and member of the RTC Executive Committee, to attend and observe a
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presentation before a meeting of the RTC Legal Conflicts Committee. My only intent
was to observe how that part of the RTC system worked, in my role as Senior Advi-
sor to the Oversight Board. I did so at the RTC's Vice President's direct

re<^uest.
At the time of my visit I had no idea of the specific roles and/or responsibilities of
this Committee.
When I first walked into the meeting, I introduced myself and specifically asked

if anyone objected to my presence. Not a single person voiced any objections. For
the balance of the meeting, approximately 15 or 20 minutes, I listened to the discus-
sion and observed only that both the Vice President for the Minority and Women's
Programs and the Members of the Committee appeared to be in agreement with re-

spect to a procedural issue before them.
Mr. Chairman, you should know that I do not know, nor have I ever spoken with,

anyone from the Bryan, Jupiter law firm, the firm which was the subject of this

Legal Conflicts Committee meeting. I also do not know, nor have I ever spoken with,

Congressman Jefferson.

Mr. Chairman, that is the entire story . . . nothing more, nothing less. I have
made it very clear during every meeting I have ever attended at the RTC that I

was only present to observe, ask questions, and gather information. At no time have
I ever attempted to influence any decisionmaking either directly or indirectly.

As to My Involvement With a Florida Resident's Proposal to Purchase an RTC Asset

I would now like to address the most recent press accounts alleging that I person-
ally intervened to help a Florida couple buy an RTC property.
As you know the story was written by a newswire reporter who managed to re-

lease a total of four successive, and different, versions oi this stoiy. Three were re-

leased on the same day. The final, and fourth, version was released during the after-

noon of
Friday,

October 22, 1993. While this final version sought to provide some
amount of balance to the story, it came a little too late. It was by and large the
first version of the story, released at 1:40 p.m. on October 21, 1993, whi<£ was
picked up by numerous media organizations throughout the country. I am attaching
to my statement aU versions of this newswire story so that you can see how the

reported facts materially changed over several hours and days [Exhibit 6].

Concisely, this is what reaUy happened. During August of 1992, Hurricane An-
drew hit South Florida and caused approximately $30 billion in damage. Because
I was a resident of South Florida ana a member of the Region I RTC Advisory
Board, the then CEO of the RTC asked me to help coordinate onsite relief efforts

for the RTC. I am attaching a letter to me from the former RTC CEO and RTC's
Atlanta Regional Vice President authorizing me to act in this capacity [Exhibit 7].

At the time, quite frankly, I was not worried about a formal piece of paper because
of the urgency of this natural disaster. However, Mr. Chairman, you should know
that any and all actions I took, or decisions I made, were within what I was specifi-

cally told to by an official delegation of authority.
It is well known that there was huge devastation in South Florida from the hurri-

cane. Estimates suggest that a ftill rebuilding effort will not be completed until after
1995. As the RTC s designated onsite representative, I served on a Dade County
Committee named "We Will Rebuild," set up to provide assistance to Dade County
residents needing help. I was contacted by over 50 individuals and countless organi-
zations during my tenure on this Committee. One of the individuals who contacted
me was Mrs. Janis CRourke who found out about my involvement with RTC
through the "We Will Rebuild" Committee.

It is true that I knew Mrs. Ollourke from the time she helped me to raise funds
to help build a breast cancer diagnostic center, designed primarily for South Flor-

ida's indigent population, to be established at a local public hospital. It is absurd
for anyone to tnink that this sole relationship had anything to do whatsoever with

any communication I took with respect to her situation. I treated her just as I treat-

ed others who sustained losses and were seeking my help and guidance, as RTC's
representative, regarding rebuilding and relief assistance. All of these people needed
to receive responses in a prompt manner, and not in a bureaucratic manner.
The referenced letter which I wrote to the two attorneys, one representing Mrs.

CRourke and the other representing the RTC, is clear and very self explanatoiy.
I have attached it to my statement for your reference [Exhibit 8J.

At no time did I attempt to influence the RTC's asset management contractor, or
for that matter anyone else, to accept Mrs. CRourke's bid. In tact I went out of my
way to make that very clear in my letter. My only concern in this issue was that
it appeared to me that legal fees with respect to the property in question were fast

accumulating, and that the RTC, through its SAMOA contractor, appeared to be in

a position to provide a response, particularly in the context of the aftermath of Hur-
ricane Andrew.
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While the press stated that the property in question was apparently appraised at

$370,000, I had absolutely no idea of the real value of the property. To this day I

have never seen the property. However I was informed that Hurricane Andrew had
substantially damaged the asset in question, and it was worth far less than it was
prior to the hurricane. I also never told any "anonjnmous sources" that the subject

property should be sold to the CRourkes, at any price. That statement is not true
and a complete fabrication.

What would be more revealing would be for the anonymous sources who disclosed

the letter, and those who made misstatements to the press, to appear before this

Committee and assert their allegations firsthand, and in public.
Mr. Chairman, my only concern in this matter was that the U.S. taxpayer not

have to pay legal bUls and asset management fees for what appeared to me to be

unnecessary and
prolonged maneuvering, particularly in a situation where it ap-

peared that cumulative legal costs coulabe rapidly approaching the salvage value
of the property.

I hope it was, and it should always be, RTC's policy to sell its assets as soon as

possible and to the highest bidder, as so stated in my letter, and stated by me on
a number of occasions before the Regional and National Advisory Boards. Getting
the hi^est net recovery for the American taxpayer was my only concern in this sit-

uation. I do not believe for one moment that I overstepped any bounds of ethical

standards with respect to my position as a member of the Region I Advisory Board.
In fact, given my delegated authority from the CEO of the RTC, I believe that I

acted properly, ethically, and prudently with respect to the matter.
The Cmourke's needed, and were due, a response, one way or another. They need-

ed a response to determine whether they were going to try to rebuild their business
at the property in question or get on with their lives elsewhere. They were, in my
opinion, getting an apparent runaround from the involved RTC contractor. The legal
fees which are ultimately paid for by the American taxpayer were, in my opinion,
needlessly mounting. I felt a moral obligation, and an obligation as a representative
of the American taxpayer, to write the letter in question. The letter clearly states

that the asset in question should, and I quote, 'lie sold to the highest bidder.
I have absolutely no regrets or apologies to make for the communications which

I initiated in this matter. They were all proper and called for.

Mr. Chairman, these five attempts to question my fitness and integrity for the

position of Chief Executive Ofiicer of the Resolution Trust Corporation are ex-

tremely disturbing to me. While I would normally dismiss such fictional, biased, and
distorted accounts of my activities in a different environment, I am now compelled
to defend myself, particularly given the seriousness of the accusations made about
me and because of the high profile nature of the RTC Chief Executive Officer posi-
tion.

As TO "What I Have Learned"

As you know, I was asked by the Treasury Department to join the Oversight
Board staff as a senior advisor in anticipation of my confirmation as CEO. My re-

sponsibilities called for me to, and I quote,
• "analyze principal issues and topics of current concern with respect to the Over-

sight Board and the Resolution Trust Corporation";
• "ascertain relevant information on emerging and key issues of importance"; and,
• "provide expert advice and counsel on issues of concern."

Mr. Chairman, in order to fully meet these duties for over seventeen weeks, I

have been rather
prolific

in my requests for information from the RTC. I have at-

tached and will submit each and every one of these written requests, for the record,
to give you a sense of the type of questions and issues which, in my opinion, needed
more and better information, at a minimum [Exhibit 9].

There obviously may be some who will be upset that I am sharing this informa-
tion with the Members of this Committee, but I believe in full disclosure, and will

continue this practice if confirmed. I want each of you to have a perspective as to

the type of chief executive I will be. I believe that these memoranda provide context
and msi^t into issues I felt were important for me to receive information about and

thorou^ly understand.
Mr. Chairman, in my requests, always prepared for informational purposes only,

I have asked about everything ranging from how Inspector General and General Ac-

counting Office reports are handled (I found many KTC management replies to IG
and GAO recommendations to be nonresponsive), to specific questions about asset

disposition programs and recoveries, and to what it costs to prepare for and hold
an auction.
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In virtually every instance, the information provided to me by RTC employees has
led to further questions. The more I read, on virtually every issue, the more ques-
tions I came up with. Let me give you some typical examples.

[Information Request on RTC's SWAT Program]
I made an information request regarding RTC's Settlement/Workout Asset Teams

("SWAT") Program [Exhibit 9(a)]. Since this program dealt generally with signifi-

cant, distressed assets, I wanted to fuUy understand the purpose and goals of the

program, how Msets were selected for the
program,

how a SWAT team is formed
ana compensated, how negotiations are conaucted with a borrower, and how ofTers

are considered and acted upon.
My inquiry was driven by the fact that SWAT teams have delegated authority of

$100 million. I cannot think of any corporate board in the world which has dele-

gated authority to make disposition decisions on assets of this doUar amount with-
out the approval of the most senior levels of management.

Ehiring the course of this request for information on RTC's SWAT Program, I was
informed that the RTC had sold a high profile SWAT asset to the original borrower.
As is typical with aU SWAT assets, an outside financial advisor had been retained
to assist in the disposition elTort. However, in this case, I found out that the finan-

cial advisor was apparently substantially owned and controlled by an investment

group that provided the source of capital to
help

the original borrower purchase the
asset in question. I was told by RTC officials tnat this potential conflict of interest

was not revealed when it appears it should have been. This situation raised serious

questions about the degree to which an open, competitive, and "arms-length" trans-
action occurred.
Mr. Chairman, I have learned that the conflicts issue at RTC needs immediate

attention. Mv findings with respect to this one SWAT team example reaffirm the

findings of the GAO in their audit report of July, 1993, entitled "Resolution TYust

Corporation—Better Assurance Needed That Contractors Meet Fitness and Integrity
Standards." The GAO stated, and I quote, "RTC has not established a mechanism
to ensure consistent implementation of its PoHcy throughout the organization." The
GAO report goes on to say, and I quote, ^TC's responsibility to ensure that its

business and legal contractors meet fitness and integrity standards does not end
when contracts are awarded. Oversight is especially important for contractors who
are required to take certain actions—such as screening

—to comply with fitness and
integrity requirements." I believe that the GAO report is entirely on the mark.

[Information Request on "S-l"]

In another instance I requested information about a recent disposition of non-per-
forming mortgages where the RTC and the winning bidder formed a limited equity
partnership [Exnibit 9(b)]. These are also known as the "S" deals ("S" meaning
small investor). It seems that the winning bidder was a previously approved con-
tractor with the RTC and was, at the time, engaged in asset management work. The
day the decision was made by the RTC to form a partnership with this company,
the Inspector General issued a draft; report which questioned that particular firm's

ability to "manage cash." Additionally it turns out tnat this same firm had unsatis-

factory ratings by two of the RTC field offices. Obviously that award raised some

interesting questions.
I have smce learned that the RTC did not have in place a comprehensive manage-

ment system to ensure that all possible sources of internal periormance and audit
information on a potential equity partner were adequately checked prior to qualify-

ing bidders and before making award determinations.

[Information Request on RTC Lease Liability]

In another instance I asked for information concerning the amount of RTC leased

space throughout the country and the total cost of this space, both now and in the
future [Exhibit 9(c)]. This cjuestion was prompted by the RTC downsizing; my prior

knowledge that the former RTC Tampa field site was closed; and, the fact that I

knew that the office space which was formerly occupied in Tampa by the RTC was
still vacant.

I found out that the RTC has tens of thousands of souare feet of vacant building
space it is still paying rent on. In Tampa alone, the RTC has over 100,000 square
feet of vacant space. I inquired as to what RTC was doing to sub-lease this space.
Well, I found out that the RTC had hired a national brokerage firm to market its

local space.
In most cases that I know, owners of real estate or lease holders pay a commis-

sion only if space is actuaUv leased by a broker. Mr. Chairman, the kTC isn't doing
it that way. RTC apparently entered into an agreement where a brokerage firm is

ptdd a minimum fee of $100,000 with an offsetting commission. As of September,
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1993, approximately 82 percent of the total RTC vacant space available for lease,
remains vacant.

I learned that the RTC did not have a very good program in place for handling
unexpired leases of property which they had vacated. I am pleased to note that, once
RTC management reviewed their stafTs report on the subject, they were prompted
to establish a new, integrated system for tracking, monitoring, and managing lease

liability throughout the country.

[Information Request on Professional Liability Section (PLS)]

In another example, I asked for information with respect to professional liability.
This was the famous "Centrust" information reqpiest which, as you all know, some
members of the press have reported on extensively. I am including a copy of the
actual information request with my statement [Exhibit 9(d)].

Let me set the record straight. The RTC is spending hundreds of millions of dol-

lars annually on outside counsel to pursue a variety of RTC civU matters. I am cer-

tainly not convinced that all of this money is being spent wisely, nor am I convinced
that all bills from these firms are being checked thoroughly. I am not alone in this

opinion. In a recent report, the RTC Inspector General said that almost 50 percent
of a particular firm's billings were, in tneir opinion, disallowable. That's a rather

high percentage. And that's just one firm. It appears that many times when the In-

spector General audits a law firm retained by RTC, quite often they recommend
that RTC management disallow, or seek to recover, a substantial portion of profes-
sional fees and expenses which were billed. As a taxpayer, you get pretty upset after

reading all of this material. I probably have read over fiAy Inspector General (many
dealing with legal fees) and GAO reports since coming to Washington.
Because I do not know a lot about PLS, I decided to ask for information on how

the system works for a typical case. My request was prompted by an article which

appeared in the August 16, 1993, issue of Businessweek. The date of my request for

inlormation was August 20, 1993. If you look at the memo I wrote, which nad the
Businessweek article attached, you will see that it focuses on: (1) who is being sued
and for how much; (2) what outside counsel has been retained to help investigate
and prepare the Government's case; (3) what fees are being paid to outside counsel;
(4) has outside counsel completed a fitness and integrity evaluation and has RTC
checked it; (5) what liability insurance do defendants have; and, (6) what are the

expected trial dates for defendants.
The information request is very self-explanatory and was prepared solely to gain

a better understanding of the fee economics and limits as well as the fitness and
integrity reqpiirements associated with law firms retained by the RTC to pursue ofil-

cers, directors, and professional firms.

I did not ask for any specifics whatsoever with regard to case litigation strategy
or content, nor did I expect to receive any. I certain^ did not ask for any informa-
tion regarding the Government's case agamst David Paul.
Mr. Chairman, I fuUy expected to receive a short memorandum with perhaps a

couple of charts tmswering my questions. I certainly did not expect to receive a 10
to 12 inch thick notebook of source documents from someone in the RTC's Legal De-

partment who decided to empty their files. I clearly did not ask for that and did
not intend to receive that. I was not about to sign a confidentiality agreement, with

respect to sensitive source documents, in my role as senior advisor to the Oversight
Board. However, I was willing to sign a confidentiality ap^ement for a short re-

sponse to my memo, if in fact any of the summary information was deemed sensitive

in any way. Because I received information that clearly, by virtue of its size alone,
went well beyond the scope of my request, the material provided was therefore re-

turned, unopened and unread, to the KTC Legal Department.

[Information Request on Auction Procedures and Costs]

Another area of concern to me were, and are, costs associated with RTC's sales

events. Using auctions as an example, I made several inquiries as to the total costs,
both direct and indirect, for specific auctions, large and small. Copies of these
memoranda are attached to my statement [Exhibit 9(e)].

While I was pleased to find out that much of this information was available from
RTC staff, I was disturbed by what I found. For example, the National Non-perform-
ing Loan Auction held in Kansas City this past August, with sales of $335 million,
cost over $5.2 million to prepare for and hold. If you take into consideration various

disposition fees, the total cost exceeded $12 million.

Several specific costs for this auction that especially bothered me were "catering
expenses" oi almost $12 thousand and auction seminar costs in excess of $247 thou-
sand. Why RTC pays the bill for catering costs, with American taxpayers' money,
is beyond my comprehension.
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The basic question which I believe needs to be asked with respect to large auction
events is, "Is it necessary to spend this much money on an auction? What are the
benefits to the taxpayer in terms of higher net recoveries?"

In comparing the last two RTC National Non-performing Loan Auctions (held in

March and August of 1993), $372 thousand more was spent on the August auction,

yet the sales to book value returns for both auctions were essentially identical.

In addition to requesting information on the costs of auctions, I have requested
information on the costs and marketing effectiveness of RTC's marketing brochures.
As a general rule RTC authorizes brochures and promotional material for each sales

event it undertakes, including, in some cases, single asset sales.

Recently I have received numerous brochures containing four-color photographs,
custom multi-color graphic designs, and in one case, a brochure with an embossed
cloth cover. In one instance I was told that a specific promotional package cost $119
to produce per package, and effectively more than $119 for each one when you con-

sider that many of the packages were not even distributed to potential purchasers.
Who determines marketing and auction budgets? What is the decisionmaking

process? Who authorizes expenses? Who follows up to determine effectiveness? All

of these questions surely need to be asked.
Mr. Chairman, I have learned that often money is spent at the RTC without what

I would consider good budget planning, good cost controls, and comprehensive re-

porting, measurement and foUowup. The GAO just recently
issued a report entitled

Resolution Trust Corporation: Status of Management Efforts To Control Costs." 1

am in agreement with their findings.
I believe that every RTC employee should spend taxpayers' money with the same

amount of care as if they were spending their own money. That means, not sending
letters routinely via Federal Express when a 29 cent stamp would do, as the Inspec-
tor General recently reported. That also means not picking up the meal ticket for

attendees at RTC auctions with appropriated funds, courtesy of the American tax-

payer.

[Information Request on Securitization Reps and Warranties

(RTC Securitization 1991-9)]

On September 15, 1993, I inquired about the reasons behind Fitch Investors Serv-
ice's placement of RTC's 1991-9 Class A & B Pass-Thrus on 'Titchalert Negative"
[Exhibit 9(f)]. As you know, RTC offers certain representations and warranties on
each securitization deal along with a substantial credit enhancement. Evidently,
with respect to 1991-9, RTC had made certain representations and warranties that
taxes on the securitization's underlying single-family mortgages were current at the
time of issuance.

I made this request because I was concerned that some of the representations and
warranties provided by the RTC may have been furnished as a substitute for thor-

ough due diligence. I also felt that this infonnation request would help me under-
stand RTC's exposure to future representation and warranty claims. I know that the
issue of representations and warranties has been raised by Members of Congress.
I too am concerned that RTC minimize or eliminate as much contingent liability as

possible once assets are disposed of.

Mr. Chairman, these represent only some of the information requests I have made
of the RTC. However I believe that they will provide you and the Members of the
Senate Banking Committee with a good sense of some of the items which concern
me. I am sure that you recognize that many of the issues which I have inquired
about are very similar to the issues which this Committee has raised, from time to

time, with the members of the Oversight Board and with RTC senior management.
I must admit to this Committee that many of my concerns with respect to RTC

operations have been confirmed as a result of these information requests. I must
also say that these information requests have caused me to be even more troubled
about the decisionmaking processes at the RTC. If confirmed, I can assure this Com-
mittee that all of these issues wiU be addressed as soon as possible with a goal of

establishing improved business practices and management decisionmaking.

As TO "What I Feel Needs to be Done and How I Intend To Do It,
If Confirmed"

Mr. Chairman, it is quite evident to me that there are individuals, who probably
are not present at this hearing today, who obviously do not want me confirmed as
CEO of RTC. In my opinion, it has nothing to do with politics or even alleged rela-

tionships. These individuals
certainly

must feel that if I am confirmed, it will not
be business as usual, and quite frankly they are right!

Additionally, a couple of weeks ago two threatening telephone calls, concerning
me, came to staff at the Oversight Board. These callers said for me "to get out of
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Washington" and "tell Tate he's dead." I took these calls to be direct threats on my
well-being. As I am sure you know, this has been a very upsetting experience for

me. The FBI was promptly notified, and they are presently conducting an investiga-
tion into this entire matter.

[No More Wastage and "Get Rich Quick" Deals]

I can tell you right now that any instance of an "RTC gravy train" will cease the

minute I am confirmed as CEO. I will not tolerate accounting firms charging RTC
outlandish rates for photocopying or for security services. I will not allow agree-
ments to be entered into which pay outside law firms outrageous hourly rates of

over $600 per hour or provide blank checks for expense items. I wUl not tolerate

accounting firms which lose control over millions of dollars of assets. I wUl not toler-

ate conflicts of interest which may be hidden or only disclosed, after the fact. The
list goes on and on.

[Strengthened Post-employment Restrictions]

In fact Mr. Chairman, I think that the current RTC
post-eniployment

restrictions

may need to be revisited. I read quite frequently about former RTC employees either

opening up their own shops to buy RTC assets or bid on contracts, or going to work
for firms to which RTC has awarded or will award contracts. I do not know how
much of this is true, but if it is, I find it deeply disturbing. I do not believe that
Government employees should be able to "trade" on inside information and contacts

as a result of having served the United States of America. Mr. Chairman, these
rules might have to be toughened, and I intend to make that one of my first orders
of business if I am confirmed. I may need this Committee's help if a legislative

change is determined to be needed.

[Support of Whistleblowers]

Next, let's talk about the whistleblowers. As you requested Mr. Chairman, I read
the entire transcript of this Committee's hearing on RTC whistleblowers, and quite
frankly, I was disturbed by the allegations made. I believe that I made that fact

clear in the letter which I wrote to you, Mr. Chairman, and to Senators Metzen-
baum and Kerry [Exhibit 10]. However as all of us know very well, there are usually
two sides to every story. Interim RTC CEO, Deputy Secretary Roger Altman, has
initiated action to thoroughly investigate these allegations.
Once these investigations are completed, and if I am confirmed, I will take firm

action against anyone who takes any adverse action against any whistleblower for

the act of whistleblowing. It is my intention to meet with each of the witnesses who
appeared before this Committee, should they wish to meet, and ask questions about
their concerns and complaints. Anyone who meets with me will not be at risk, and
what they say, with respect to their whistleblowing allegations, will never be used

against them.

[Zero Tolerance of Sexual Harassment or Discrimination]

In terms of sexual harassment and discrimination, that too cannot and will not
be tolerated. I can tell you now, unequivocally, that any RTC employee who has
committed sexual harassment or discrimination, or does so in the niture, will face

dismissal.
Because the RTC relies so heavily on outsider contractors, I am also concerned

that these contractors should have similar policies in place and that these policies
are enforced. If confirmed, I intend to direct the RTC Vice President for Minority
and Women's Programs to undertake an assessment of the sexual harassment and
discrimination policies and enforcement procedures of RTC's contractors.

Let me also say that, if confirmed, I will also stand by any RTC employee who
is wrongly accused of any misdeeds. If, based on credible evidence and independent
investigation, I believe that they acted in good faith or have been wrongly accused,

they will be able to count on my support. I certainly know firsthand what it is to

be wrongfully accused.

[Further Advancement of Secretary Bentsen's Ten Point Management
Reform Program]

Mr. Chairman, I would like to state that I am a strong supporter of Secretary
Bentsen's Management Reform Agenda for the RTC, without any qualifications. I

believe that the ten point plan which the Secretary announced before this Commit-
tee last March, and which Interim CEO Roger Altman was charged with implement-
ing, is a good plan and a necessary plan.
You should also know, Mr. Chairman, that many of Secretary Bentsen's reform

initiatives were recommended by the RTC Regional and National Advisory Boards
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over the last several years. I was pleased that the Clinton Administration recog-
nized the value of these recommendations and acted swiftly to put them into effect.

As you know RTC's reform agenda is broken down into four critical areas—Plan-

ning, Financial Management and Control, Operations, and Public Policy. Each of

these areas deserves attention by the CEO. I can assure this Committee that each
will have my attention.

1. Planning—In the planning area, I believe, and have for some time, that the
RTC needs an asset sales strategy and an integrated business plan for the balance
of the thrift cleanup, with specific measurable goals. The plan is currently under
review by the members of the Oversight Board. I intend to place considerable em-

phasis on its implementation and continuous review, particularly to ensure that it

fuUy meets Secretary Bentsen's reforms and statutory goals and requirements.
I also intend to make sure that this plan fully and directly addresses concerns

expressed by the small investor. A "level playing field" must be established and
maintained for the purchase of RTC assets to ensure fair and adequate competition.

I also intend to make a smooth RTC/FDIC transition a priority area on my man-
agement agenda. I beUeve that this area needs considerable attention now, to en-
sure that FDIC, when the time comes, is in a strong position to assume many of

the responsibilities which RTC shoulders at the present time.

2. Financial Management and Control—In the Financial Memagement and Control

area, I am deeply committed to seeing that proper internal controls are in place for

every facet of RTC's operations. Good controls represent good management, and I

intend to make sure that this business philosophy is the RTC's philosophy.
I would also like to assure this Committee that all General Accounting Office and

Inspector General audit recommendations will be acted upon in a timely and respon-
sive manner. I have read a number of GAO reports recently—including those re-

cently issued on auctions, fitness and integrity, and professional liability. Many of

the findings were deeply disturbing to me, and, if I am confirmed, I can assure this

Committee that the recommendations contained in these reports will be acted upon
expeditiously.

I have also reviewed the RTC Inspector General's 1994 Audit Plan and have found
it to be an excellent blueprint to review high risk areas within RTC. I have advised
the Inspector General that, if confirmed, I will make management responsiveness
to Inspector General recommendations a top priority. The Inspector General has
written to me acknowledging and supporting my desire to redefine the relationship
between his organization and the RTC. I am attaching a copy of that letter to my
statement [Exhibit 11].

3. Operations—In the operations areas, if confirmed, I intend to continue progress
toward ensuring that the RTC's information systems produce reliable data on a cost

effective basis. I also intend to make sure that whatever investment the RTC makes
in systems is not wasted or lost, and that a plan be put in place for migrating the
best of the RTC's systems over to the FDIC.

In the contracting and contracting oversi^t areas I will continue Interim CEO
Roger Altman's initiatives to strengthen controls. The private sector is an important
partner with the RTC in cleaning up the mess left by failed savings and loans. Yet,
we must make sure that all of the RTC's partners play by the rides and deliver to

the RTC services that add value, rather than waste taxpayers' dollars.

4. Public Policy
—In the public policy area, if confirmed, I remain committed to

a strong and results-oriented minority- and women-owned business program. The
RTC has made good strides in recent months to increase the number of opportuni-
ties for minority businesses, however more remains to be done.

I can assure this Committee that, if confirmed, I will make every conceivable ef-

fort to increase real opportunities for minorities, and I intend to enlist the support
of many majority firms to help make this happen. One of my first initiatives wUl
be to thoroughly analyze each and every area of RTC's business to evaluate ways
in which minority participation can be increased. Let me also assure this Committee
that minority involvement in RTC's business is good business and, in my opinion,
can be done without incurring extra costs if designed and implemented properly.

[Issues Needing Immediate and Continuing CEO Attention]
Mr. Chairman, going forward, and if confirmed, I intend to aggressively continue

the implementation of RTC management reforms started by Interim CEO Roger Alt-

man, as well as those additional areas which this Committee has expressed deep
concern about.

I can assure this Committee that I will also work diligently to ensure:
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• That Taxpayers Returns Are Maximized—and that the RTC recovers as much
money as possible for the American taxpayer from the sale of assets and
conservatorship institutions;

• That the RTC IFDIC Transition is Orderly—and that the two phase termination
of RTC—assignment of insolvent thrifts by OTS to the FDIC on March 31, 1995,
and transfer of remaining RTC assets and liabilities on December 31, 1995, pro-
ceeds on an orderly basis, without compromising the integrity of the process, or

taxpayers' returns;
• That Professional Liability Cases Will Be Well Managed—and that determinations

are made as how best to handle professional liability cases utilizing existing RTC
and FDIC staff. The members of the FDIC Board have assured me that they will

provide whatever assistance is necessary to ensure that this area is not short-

changed in any way;
• That Fitness and Integrity Requirements Are Met—and that all contractors receive

the appropriate fitness and inte^ty checks to ensure that they are fit and quali-
fied to do work for RTC. I will miplement procedures to ensure that this is done
on a more direct and visible basis. My goal is to ensure that all conflicts and dis-

qualiiVing factors are identified up front before any business or legal contract
awards are made;

• That Affordable Housing Remains a Priority—and that continued attention is

given to the RTC affordable housing program. It appears that the single-family
area has done a good job, but much remains to be done in the multi-family area.
I intend to actively encourage ways to make these properties available to commu-
nity-based, non-profit investors. There are a tremendous number of opportunities
available to match existing programs from agencies such as HUD and HHS with
RTC's affordable inventory; and,

• That Minority Investment Opportunities Are Created—and that minority investors
are given the opportunity to bid on minority banking institutions and, and I

stress, to bid on majority banking institutions as well. I believe that this can be
done without any additional cost to the taxpayer.

Finally, Mr. Chairman, if confirmed, I intend to be an active and involved CEO,
a "hands-on" CEO if you wUl. I intend to routinely travel to each RTC field ofiice,
talk with RTC employees from the Vice President level to the support staff level,
and find out what problems exist. I believe that the best ideas for problem solving
and oT^anizational improvements come from employees, and I intend to have an
open door policy at the RTC.

Mr. Chairman, if you and the Members of the Committee would like to send a
clear message to those who are reaping questionable financial rewards off the S&L
cleanup, then confirm me as CEO of RTC. I have spent my entire adult life trying
to help the less fortunate and to make all levels of Government more effective and
accountable. During the past several months I have seen many good things and
some very talented and dedicated people; however, I have also seen much material
that quite frankly would make each and every American taxpayer and each Member
of this Committee quite concerned. I intend to change that ifconfirmed as CEO, and
I pledge that I will follow a full disclosure policy.
Mr. Chairman, that concludes my statement before this Committee. I would be

g
leased to answer any questions which you or the other Members of the Senate
anking Committee wish to ask.
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Perspective
-n<u^ Februa-v 6. 1994 SECTION 6 THE DENVm PcBT

RESOLUTION TRUST CORPORATION
I

Affirmative action abuse
reaches an alarming level

IJohn B. Kavanaugh Special to The Denver Post

One would think that the Resolution Trust Corp. had troubles
enough without going out of its way to create new ones. Sen. Don
Riegle, of Keating Five fame and chairman of the Senate Banking
Committee, stubbornly refused to even consider the Clinton
administration's nomination of Stanley Tate to head up the SSL
cleanup agency; so RTC continues its leaderless drift. Every day
seems to bring new revelations of ineptitude in managing and
marketing the detritus of the savings and loan fiasco. Hundreds of
millions of dollars have been squandered on one after the other of

nearly useless accounting systems that somehow can't manage to
produce even the most basic information.

More than three years of roughshod and arbitrary dealings with
SAMOA Asset Managers and other contractors are bound to generate
numerous lawsuits as these contracts are winding down. And now, as
if all of this were not enough, the fumblers in charge of the RTC
have decided to step into the vanguard of misdirected attempts to
promote the interests of women and minorities .

Extremist advocates of affirmative action have gained the upper
hand in the RTC bureaucracy, and now they have even gone beyond
quotas . An absolute exclusion of non-minority males for mid-level
positions is the order of the day. Johnnie Booker, an Afro-American
woman who was named vice president of minority & women's programs
for RTC, has been granted unprecedented authority to interfere with
the hiring and promotion process throughout the vast RTC national
organization. It has been RTC policy that if a woman or a minority
candidate for hiring or promotion is even minimally qualified, he
or she will automatically be selected - no matter how much better
qualified a non-minority male might be. Ms. Booker has gone even
further. In a policy memo on the subject of "Referral and Selection
Process," she mandated that:

"...you should ensure that those criteria described as job
related do not unnecessarily exclude individuals who would
otherwise be qualified. Any knowledge which could be obtained on
the job within six months of the hire date should not be listed as
a selective factor ..."

In other words, don't bother with prior knowledge and experience
requirements for minorities and women because they can just pick
this up on the job. This is an interesting concept but the sad
reality is that this is now RTC policy. Booker's directive went on
to state that no promotion or employment selections for mid-level
or higher positions could be made without her personal approval.
Few white males receive the personal approval of the vice president
of women's and minority programs. If no women or minorities apply
for positions, then RTC officials can, and often do, simply cancel
the posting and open it up again after they have found a woman or
minority (qualified or not) willing to accept the job. In a rush to
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curry favor with the politically correct junta in Washington, RTC

managers are selecting some minority and women candidates who are
not even vaguely qualified for positions in which they are placed.
It did not take long for the message to get through that white
males need not apply. Morale among non-minority males plummeted as

advancement opportunities were denied to them. Affirmative action
to benefit qualified women and minorities is a laudable goal, but
the RTC's current policies are a disservice to those ostensibly
being favored . Every woman and minority with hard-earned
credentials is demeaned by this process.

RTC's response to the inevitable complaints about the misguided
affirmative action plan so far has been to stonewall. Officials in

the troubled Denver office go so far as to deny that sex or

minority status is even a consideration in the selection process.
These officials seem to have forgotten that consideration of, and

preference for, the sex or race of a qualified candidate is a

legitimate requirement of their selection process. To ignore these

considerations, as they claim to be doing, would be to break their
own rules; but then that certainly wouldn't be the first time rules
have been broken by this out-of -control agency.

John B. Kavanaugh is an oversight manager in the Denver office
of the RTC.
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RiSOHITION TRUST COaPOBATlON
|Uaal*iB( TW Critii

:Vr'-

\i\itu- :.-

RECEIVED

REQIONAL
DI«5CT0RS
OFFICE

April 14, 1993

MEMORANDUM TO: Jon R. Karlson

De

FROM:

subject:

^iCe President
'Departaent of Minority and Women's Pr

AAP Goal Setting Process

We have reviewed the Affirmative Action Prograa goals submitted by
your office. Wliile a good faith effort has been made to establish
your Affirmative Action Program goals, ^jM^gOali^^^^iBhouIdrbe -'aet' by#
each senior "^gradeVlavel-aJid-iy^racet In addition, f;fe(e^£del:iil4
'Civillaa vorlc force statistics- sfaotild-jaeaiaedV-gorTcoaparison . Goala
should alfio^l>e 6et??fQrSlaa3.v3.dmU.s- vith'.dlsabilltiea'^ To assist you
in this process, we have -'proviaed'i^a^foraiat"' to "'bie used~ln the 4

.presentation of your goals as veil, as a review of our original
Hjuidance on establishing your goals. ,

Guidance for Setting Goals

As indicated in my December 16th memorandum, "RTC's Multi-Year
Affirmative Action Program Plan, "

gnxiaeric" goals must be set for*
grade levels 13 and above by race emd genderr In instances irhere
'A particular minorit^gj^g^agptally' absent from the vorX force/ goals
can be set for the group, t i.e., Htopanics, rather .than by gender.'
As an example /we have attached a sample draft of the goals for the
Division of Administration and Corporate Relations".ionsTN

Field office'gdals should represent the combined goals of the major'
depeirtaents within the office. ' It is possible that due to
employment ceilings, -^me

'

departments may not have opportunities to «

increase representation of minorities, and women. ^If,i this"- is thes
caseT^t should be noted on the attached format.. ^: t

As previously stated, the following steps to setting goals are to
'be used as a- guide) Each office will have unique -situations that <

will require modification or creative alternatives to the guidance '

provided below.'



360

1. Detenine the ceiling for the 1993 work force for your field

office using the MAPs, budget information or other sources.

2. Determine the nuaiber of positions you expect to fill by
subtracting the current work force total fron your 1993
ceiling. Vou should also consider the expected turnover rate.
This will give you the nunber of positions you expect to fill
for the entire work force.

3. Deternine the number of positions you expect to fill at grades
13, 14, 15 and at the Executive Level.

4 . Once you have determined the nustber of vacancies for each grade
level at grade 13 and above, the goals for minorities and women
can be set. When setting the goals, you should consider the
current aureaa of manifest imbalance and conspicuous absence as
determined by comparisons to the Federal Civilian work force,
alld. the 'government-vide st^QKj^cl^foa minorities and women at r

grades 13 and abov». These statistics are included in the
Equal Employment Opportunity Coaaissicn's Annual Report for FY' »

90, which %re. provided to you in January. Goals should be
reasonable, yet ambitious.

•GOALS- ARE NOT SBT FOR WHITE MEN» In the 1972 amendments to
Title VTI of the Civil Rights Act, agencies were required to
maintain aiffirmative employment programs to eliminate
discrimination in Federal employment as evidenced by serious
underrepresentation and exclusion of minorities and women in
specific areas, agencies and grade levels. t-Historically, white*
men have not been excluded' from -the employment process, and •

-therefore, they are not covered by this program.;

5. Goals ehoxild also be set for Individuals vith' Disabilities. »

This goal shotild be set for the entire work force, rather than '

by grade levels. The government-wide representation rate ^ for
Individuals with Disabilities is 6.3%.

6. An EEO Action Officer (EEOAO) should be app>ointed, if one has
not been designated. The EEOAO should be at a senior level.
His/her duties and responsibilities are outlined in the '

attached document.

The attached form should be used, to record yoxir overall ^als for
minorities, women, and individuals with disabilities, f YoujffinaT •

submission should include aggregate _goala for_thB field o«ice and •

goals for each of its major units.. Please submit* your final goals •

to this office by April 30, 1993.

If you have questions or need further assistance, please contact me
on (202) 416-6925 or Louis Jones, Director, Office of EEO and
Affirmative Action, on 416-4710. We look forward to your
participation in this important process.

Attachments
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RIC
HSOi VTION TBUST COP^O»ATtOM

jnne 22, 1993

MEIOIUKDUS to: Xll V^ Pjr««id«j^
Z'

Division of Xisoriry and Vaaan's Pro9raaa

subject: Rttfarral utd 8«l*ction Proeass

The direerciva on "ZED Sfiferts in tha Rafarral and Salection
Procass" (2710.10) haa baan in affast ainca Jaooary 26, 1993.
This diraccive appliaa to all Mana9ars and Suparvisors irtio aaka
selectiona or ijitamal xoveaant actions for positions at gradas
13 and above in aajor/mission occupations vhera tbara is a
nanifest i^^wai^wf cor caospicaous tfiaanfta of minorities, voaen,
or individuals vlth disabilitias. As yoa ksov, raeruiting and
hiring actions are ttaing aonitorad closely as wa continue to
resrructure and downsize the agency. As o^jportanltiea to hire
and prcaote occur, targeted recmitmant vill be conducted for
those positions where there is a manifest imbalance or
conspicuous absence of minorities, woman, and individuals with
disabilities.

In accordance with the directive, the following procador&a
governing the smlection process must be adhered to:

a. All selections or internal moveaant actions for
positions at grades 13 and above in major/mission
occupations where there is a manifest imbalance or
conspicuous absence of minorities, women, or
individuals with disabilities that are filled through
the use of a cartificar*, list, or roster of eligibles
BQU^ be sent to the Oiractor, Office of Xqual
Smploymant Opportunity and Affirmative Action
(OEEO/AA) , for review and concurrence prior to
notification of the selectee. The foUoving job series
have been identified as the major/mission occupations
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-2-

iOT targeted r«enuta«nt: 905-G«acraI lttamey> 1101-
GAneral Bosineos azid Industry, Il60-Financi&l Axi&Iysis,
SKHAccouBtlag , 301-Kiseellaji«oufli Administration and

ProgruK, and 334-CaBpatar Spacialist.

b. Que g^TTti^ official is rasponsibla for coaplatin?
tac Tank 2710/02, providing tiia aAlactaa's naaa, sax,
race and baadieap coda (if Icnovn) , aad forvarding tha
fors and oartificata, roster, or list of eligiblas to
ths Oiractor, OBSO/AA.

e. Vhajx -mnthnAm other than a eartificata, roarter, or list
of eligiblas are lased for aelectioaa at grades 13 and
above in poaitions identified is paragrapb (a) ,

sanagers and superrisors are responsible for notifying
their ESO Action Officer prior to taxing the action.

The analysis of ths 8TC 2710/02 fczas that ve have received as of
April 1593, shows that 84% have been non-sinoritias , of vhich 61%
have been vhite sales. Ve realize that aany vacancies vere
annirnmreri prior to the effective date of .the directive and expect
that eelectiosA of minorities, woven and individuals with
disabilities will increase as you strive to meet your affirmative
action goals. Yoor selections will be measured against the goals
that you have set. Ve are also avare that some offices are not
fully complying with the directive aad ve will be contacting
those offices directly.

I urge you to eonsidar minorities and vomsa from all of the field
offices when filling positions by evpanding ths arsa of
consideration. In addition, you should easure that those -

criteria described as job related do not naaacessarily exclude
individuals who would otherwise be qualified*. Any knowledge
which could be obtained on the job within aly mesitht of ths hire
date should not be listsd as a selective factor, i.el , knowledge
of RTC policies and procedures.

'

<?0d^ (^ ^

Roger C. Altaan, Interim President and C2iief Executive Officer,
has aade known his commitment to impreve the representation of
minorities, women and individuals with disabilities within the
RTC. That improvement will start at your level through the '

personnel aelectians you make.

I encourage you to make a concerted effort to reach the
Affirmative Action goals you have set, and I look forward to
working with you in implementing a results-oriented Affirmative
Action Program for the RTC.
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determined that this rule does not have

potential for significant impact on

family formation, maintenance, and

general well-being, and. thus, is not

subject to review under the order. No
sigmricant change in existing HUD
policies or programs will result from

promulgation of this rule, as those

policies and programs relate to family
concerns.

Regulatory Agenda

This rule was listed as Item No. 1455
in the Department's Semiannual Agenda
of Regulations published on October 25.

1993. at 58 FR 56402. 56412. in

accordance with Executive Order 12866
and llie Regulatory Flexibility Ac?.

List of Subjects for 24 CFR Part 87

Government contracts. Grant

programs. Loan programs. Lobbying,
Penalties, Reporting and recordkeeping
requirements.

Accordingly, 24 CFR part 87 is

amended as follows:

PART 87—NEW RESTRICTIONS ON
LOBBYING

1. The authority for part 87 is revised

to read as follows:

Authonry: 31 US C 1352: 42 U.S C
3S3Sldl.

2. In §87.110. paragraphs (a)(2l and
fb)(2) are revised to read as follows:

§87.110 Oruflcatlon and disclosure,

(al
• • •

(2) An award of a Federal loan or a

commitment providing for the United
States to insure or guarantee a loan

exceeding $150,000 or the single family
mnximum moneage limit foraiTected

programs, whichever is greater.

(b)'
• •

(21 A Federal loan or a'commitment

providing for the United States to insure

or guarantee a loan exceeding S150.000
or trie single family maximum mongage
limit for affected programs, whichever is

greater.

Dated Ianua.->- 4. 1994

Henry G. Ci^neros.

Secretan'

IPR Doc. 94-:6:i Filed 2-3-94. 8 45 ami

BILUNC C006 <2iO-a2-P

Office of the Assistant Secretary (or

Public and Indian Housing

24 CFR Parts 905 and 970

[IJockBt No. N-9*-168«: FR-352S-N-03]

Public and Indian Housing Program—
Demolition or Disposition o( Public
and Indian Housing Projects—
Required and Permitted PHA/IHA
Actions Prior to Approval; Extension
of Delay of Effective Date

agency: Office of the Assistant

Secretary for Public and Indian

Housing, HUD.
action: .Notice: extension of delay of
effective date of final rule.

summary: Existing regulations require
that a PHA or CHA not lake any action
to demolish or dispose of a public or

Indian housing project or a portion of a

public or Indian housing protect
without obtaining HUD approval under
the provisions of 24 CFR parts 970 or

905. respectively. On November 4. 1993.
the Department promulgated a final rule
that clanfies that until such time as

HUD approval may be obtained, the
PH.\ or [HA must not take any action
intended to funher the demolition or

disposition of a public housing project
or a portion of a public housing proiect
without obtaining RUB approval under
24 CFR pans 970 or 905, respectively.
Furthermore, until such time as HUD
approval is obtained, the PHA or IHA
must prevent further detenoration of the

physical condition of the project, other
than detenoration inadent to normal
use. and is responsible under the ACC
to continue providing emergency repair
services and routine maintenance for

occupied protects.
On December 5. 1993. a notice was

published to delay the effective date of

the final rSie .'rom December 6. 1993.
until Febman- 4. 1994. This nonce
further delays the e:Tective date of the
Hnai rule for ar. addi;;or.al 60 davs.

EFFECTIVE DATE. Effective FebniiT%- 4.

1994. the effea;ve date of the final rule

pui;lished at 53 FR 5er34 ^s delayed
until .April 5. •.994.

FOR FURTHER INFORMATION CONTACT:
\Vi!!:a.Ti R. .Min.ning. Direaor. Poiicv
Division. Office of .Management and

Policy. (202) 7.-38-0713. The
telecommunicjiions aevice for deaf

pe^so.^s iTDDl is avai.able at (2021 708-
0300. (The telepnor.e numoers provided
are p.ot toil-fre*: teiornone nunibi.vs.i

SJPPUEMENTARY 'NFORMATION: On
Novorr.oer 4. 1993. at :.S FR 58734. t;:e

Depnnni'.'nt issued a ["i.-.a! rule rei.Trnin^;

required and permittee ."ictions ins: a

FH.A or !H.A ma. take prior ;o approval

of an application for demolition or

disposition of a public or Indian

Housing proiect or a portion of a public
or Indian housing proiect. The final rule

had an effective dale of December 6,

1993, and a notice was published in the-

Federal Register on December 6, 1993

(58 FR 64141) that delayed that eiTective

date until February 4. 1994. because
serious concerns had been expressed
about the impact of some of Lhe

provisions of the final rule on residents

and resident organizations.
In the spirit of cooperation, the

Department wishes to further delay the

effective date of the final rule so that

further review of this rule may be

conducted.

Accoroingly, in FR Doc. 93-29687.

published in the Federal Register on
December 5. 1993. at 58 FR 64141. t.he

effective date for the referenced final

rule regarding the Public and Indian

Housing Program is further delayed
until April 5. 1994.

Dated: January :s. 1994.

Michael B. Jams.

C^nerai Deputy Assistant Secretaryfor Public
and Ir^dian Housing.

IFR Doc 94-2389 Filed 2-3-94; 8:45 ami

BtLUNG COO€ 421fr>43-w

DEPARTMENT OF JUSTICE

Office of the Attorney General

28 CFR Parts 600 and 603

[A.G. Order No. 1844-94]

Independent (^unsel: In re Madison

Guaranty Savings & Loan Association

AGENCY: Department of Justice.

ACTION: Final rule.

summary: This Aile seis lonh the

lurisoiction of the inuepender.i Cour.sel:

In re Sfadison Guaranty Savings i Loan
Association, appointed by the .-Mto.T.oy
General pursuant to hur siatutorv

authoriiy under 28 U S.C. 309. 510. and
543. and 5 U S.C. 301. The Attorney
Crtjiieral has appointeo this !na'jpe::c;e:u
Counsel to investiaate whether any
individuals or entities have com.T.i;:t'3

a violation of any federal crxinal cr

civil law relating to President Wili.am

Jefferson Clinton s or .Mrs H;ilar\

Rodham Clintons relations.-.ips n;:h ;he

Madison Guaranty Savinus i Loan
.Association, the Whitewater

Deveiop.Tent Corporation. orCap.;-i
Manaijemcnt Services. Inc.

This rjle also amends :.".e re'ju.^:;cns

CM th.e salarv- of an Iiidepcnaeni Coun-i.?!

.iiui the provisions for appoint:r£. :";\;r.:!

the i:onipi'nsatii)n of. and .issiijr.irj
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duties to such employees u the

tadepenoem Counsel deems necessary.

These chan(?ei reflect the elimination of

the "C^S-IS" rate under ibe General

Schedule. 5 U.S.C S332(a). more closely

align the reguUtioa with the lawrs

governing liie civil service, and provide
more flexibility in setting the salary of

the Independent Counsel, subject to a

speafied maximum leveL

EFFECnvt OATH: [anuary 31. 1994.

F0« niRTWEB INFORMATION COtfTACT:

Carl Stem. Director. (Office of Public

A/fairs. U.S. Department of [ustice.

Washington. DC 20530. (202) 61&-2777.

SUPP1.EXEKTART iNFORMATX>f: This Order

pertains to a matter of internal

Department management. It does not

have a significant economic impact on

a substantial number of small entities. 5

U.S.C 605fb). It is not subject to

Executive Order No. 12866.

.List of SubjecUin 28 CFR Parts 600 and
603

Authority delegations (Government

agenaesl. Crime. Conflict of interests.

Covemmeol employees.

.Accordingly, by virtue of the

aulhonty vested in me as Attorney
General, including 5 U.S.C 301 and 28

U.S.C 509. 510. and 543, chapter VI of

title 28 of the Code of Federal

Regulations is amended as follows:

PART 600—GENERAL POWERS OF
INDEPENDENT COUNSEL

1. The authority citation for part 600
is revised to read as follows:

Authonty: 5 U S.C 301: 28 U S.C S09.

510.515. 543; Article n of the U.S.

Constitution.

2. Section 600.1 is amended by
revising paragraphs (h) and (c) to read

as follows:

$600.1 Autnonilas and duties of an

Indepenoent Counsel.

compensatioo and assign the duties of

such employees as the Independent
Counsel deems necessary. This

paragraph shall not be construed to

authorize the payment of any

compensation in addition lo that paid
under subsection Ic) of section 595 of

utie 28 of the U.S. Code.

fb) An Independent Counsel

appointed under this chapter shall

receive compensation at a rate not to

exceed the annual or per diem rate

equal to the aimual rate of basic pay for

level rv of the Executive Schedule
under section 5315 of title 5 of the U.S.

Code. This paragraph shall not be

constmed to authorize the pajTnent of

any compensation in addition to that

paid under subseaion (h) of section 594
of title 28 of the U.S. Code.

(cl For the purposes of cirrving out

the duties of the Office of Independent
Coun.iel. .in Independent Counsel shall

have ihe lull power of the Attomev
GeniTii !o appoint loiher than in t.'-.e

Si-nior ^.\ecul;ve Ser.'icel. .'ix the

3. A new part 603 consisting of

§ 603.1 is added to read as follows:

PART 603-^UHISDICTlON OF THE
INDEPENDENT COUNSEL- IN RE
MADISON GUARANTY SAVINGS A
LOAN ASSOCIATION

Authority: 5 U.S.C 301: 28 U.S.C S09.

510,543.

$ 603.1 Jurisdiction of the Independent
Counsel

(al The Independent Counsel: In re

Madison Guaranty Savings i. Loan
Assooation shall have )urisdicxioa and

authority to investigate to the maximum
extent authorized by part 600 of this

chapter whether any mdividuals or

entities have committed a violation of

any federal criminal or civil law relating
in any way to President William

Jefferson Clintons or Mrs. Hillary
Rodham Clinton's relationships with:

(1) .Madison Guaranty Savings & Loan
Association;

(2) Whitewater Development
Corporation; or

(3) Capital Management Services.

Cb) The Independent Counsel: In re

Madison Guaranty Savings i. Loan
Association shall have jurisdiction and

authonty to investigate other allegations
or evidence of violation of any federal

criminal or dvil law by any person or

entity developed during 'ie

Independent Counsel's investigation
referred to above, and connected with or

arising out of that investigation.

(c) "The Independent Counsel; In re

Madison Guaranty Savi.igs Si Loan
Association shall have jurisdiaion and
aulhontv to investieate anv vioiauon of

section 1826 of !;tle~:8 olihe US. Code,
or any obstruction of the due
administration of justice, or any
matenal false testimony or statement in

violation of federal law. in connection

with anv investigation of the matters

described in paragrapa (a) or fo) of this

section.

(d) The Independent Counsel: I.i re

.Madison Guaraniy Savings St Loan
Association shall have jurisdiction and

authonty to sevk inoiaments and to

prosecute, or to bnne evil actions

auainst. anv persons cr entii.es involved

in any of L'le mai;ers referred to ;n

paragraph la), fbl. or (c) of '.his section

uho are .-easonab:v 'c-e..i:vpd to h.ivc

committed a violation of any federal

cnnunai or a vil law ansing out of such
matters, including persons or entities

who have engaged in an imlawful

conspiracy or woo have aided or abetted

any federal offense.

Dalpd: l«nuary 31. 1994.

J*j»t Reno,

Ariomey General.

IFR Doc 44-2534 Filed 2-3-94; 8:45 ami

DEPARTMENT OF "mANSPORTATlON

Coast Guard

33 CFR Part 100

(CGO 05-93-0651

Special Local Regulations for Mar1r>e

Events; Virginia Beach Offshore Grand
Prix; Atlarrtic Ocean, Rudee Inlet, Laka

Flude«, Virginia B«ach, VA

AGENCY: Coast Guard. DOT.
aCDOh: Final rule.

SUMMARY: Special Local Reflations are

being adopted for the Virginia Beach
Offshore Grand Prix held annually in

the Atlantic Ocean off Virginia Beach.

The effect of these regulations will be to

restna general navigation in the

regulated area for the safety of

speaators and partiapanls. These

regulations are needed to provide for the

safety of life. limb, and property on the

navigable waters during the event.

EFFECnvs DATE: This rule is effective

.Marti 7. 1994.

FOn FUHTHEH INFORMATION CONTACT:

Stephen L P.hillips. Chief. Boating
Affairs Branch. Fifth Coast Guard
Distna. 431 Crawford Street.

Portsmouth. Virjinia 23704-5004 (804)

398-6204.

SUPFS-EMEKTARY .NFOflMATXX: The Coast

Guard published a nonce of proposed
rulemaking concerning this regulation
in the Federal Renter on Septemocr 7,

1993 (58 FR 470991. Interested persor.s
were requested to submit comments.
The 45-dav comment period ended on

October 21. 1993. The (>3ast Guard
received no letters.

Drafting Information

The drafters of this notice are QM2
Grecory C. Gamson. proiect officer.

Boatir.e .affairs Brar.cn. Pi.Tii Coast

Guard District, and LT .Monica L.

Lomhardi, projea aiiomev. Fifth Coast

C^iard Distna Leg'''' Staff.

Backqround and Purpose

The Virginia Beach Offshore Gra- J

Prix, sponsored by the Eas;em Vir-;::::j
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Bnited States Senate

January 25, 1994

Mr. Roger Altman
President Interim gind

Chief Executive Officer

Resolution Trust Corporation
801 17th Street N.W.

Washington, D.C. 20434

Dear Mr. Altman:

I am writing to you in connection with the letters of January 11,

1994, to Attorney General Janet Reno and yourself, expressing the grave
concern that I and a number of my colleagues have regarding the

expiration of the applicable statutes of limitations with respect to

possible wrongdoing at Madison Guaranty Savings and Loan ("Madison").

-We urged that volxintary agreements tolling the statute of limitations be

sought with all the relevant parties. That letter addressed the urgent
need for immediate action with respect to any violations that may have

occurred, since the applicable statute of Hmitations may expire as soon

as March, 1994.

More than two weeks have passed since we raised this vital issue.

In his public comments. Special Counsel Fiske has already demonstrated
his recognition of, and sensitivity to, the applicable criminal statutes of

limitations.

I have yet to be apprised of what action, if any, the RTC has taken
to ensure that the applicable civil statute will not expire. The American

people have the right to know if any wrongdoing took place in connection

with Madison. It is equally important that the rights of the American

people to obtain a full accounting against wrongdoers be preserved.
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The RTC should do all in its power to protect the American

taxpayer by making a definitive interpretation of precisely when the civil

statute of limitation will expire, and then take action to voluntarily seek

agreements fi*om potential parties to RTC-initiated legal actions. Should
the statute of limitations run, any findings that the RTC makes will be

meaningless-there will be no hearing and the American people will be

left without complete redress.

Members of the Banking Committee staff have discussed the need
for meaningful action with representatives of the RTC. My staff was
informed that the RTC had not yet made a final auiaiysis with respect to

the expiration of the statute of limitation. They were also informed that

no response was immediately available, more than two weeks after this

issue was raised—this is inconceivable and unacceptable.

In light of the RTC's failure to respond to these concerns for over

two weeks, I am compelled to write again to ascertain what action the

RTC has t£iken, so that I may consider alternate avenues that I can

pursue in order to protect the interest of the American people with

respect to this matter. I can see no reason for further delay on your part.
Please provide me with your conclusions as to the appUcation of the

relevant statute of limitations with respect to the Madison situation

immediately.

Sincerely,

Alfonse M. D'Amato
^ , Ranking Republican

,' Senate Banking Committee
AMD:dn
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RTC
nesoLUTiON trust corporation

RooMng The Cricis

Rcftorinc TIm Coofidcacc

February 1, 1994

The Honorable Alfonse M. D'Amato
Ranking Minority Member
Coinmittee on Banking, Finance

and Urban Affairs
United States Senate
Washington, D.C. 20510

Dear Senator D'Amato:

On January 11 and January 25, 1994 you wrote to me concerning the
statute of limitations relating to Madison Guaranty Savings and Loan
of McCrory, Arkansas ("Madison"), I want to assure you that the
Resolution Trust Corporation is conducting a thorough review of the

potential civil claims it possesses as a result of the failure of
Madison. The RTC is, of course, mindful of the impending February
28 anniversary date of the federal taUceover of Madison.

If such claims do exist, the RTC will vigorously pursue all
j

appropriate remedies using standar i procedures in such cases, which
|

could include seeking agreements to toll the statute of limitations
£__/

As you noted, the barriers presented by the expiration of the
statute of limitations in many cases have been euneliorated by the
extension of the Financial Institutions Reform, Recovery and
Enforcement Act of 1989 (FIRREA) statutes in the RTC Completion Act
(Act) . The Act has afforded the RTC an opportunity to investigate
further any civil claims which may be asserted against individuals
or entities associated with Madison Guaranty for fraud, intentional
misconduct resulting in unjust enrichment, or intentional misconduct
resulting in substantial loss to the institution. As you know , the
RTC's jurisdiction is solely as to civil claims. Any potential
criminal matters are within the jurisdiction of the Justice
Department.

Sine

Roger' C. Altman
Interim CEO
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Hnittfl States 3mate

February 18, 1994

Mr. Roger Altman
President and
Interim Chief Executive Officer

Resolution Trust Corporation
801 17th Street, N.W.

Washington, D.C. 20434

Dear Mr. Altman:

Please provide to my staff copies of all the documents pertaining to

Madison Guaranty Savings and Loan ("Madison"), including all subsidiaries of

Madison, that are currently in the possession, or subject to the control, of the

Resolution Trust Corporation ("RTC"). In addition, please forward the names
and titles of all RTC employees that are involved in any review or

investigation of the Madison Guaranty matter. Should the RTC refuse to

release any documents, please provide, in writing, a summary index of

documents that the RTC refuses to provide as well as an explanation of the

grounds alleged for that refusal.

Please forward this information to Douglas Nappi, at the Senate

Committee on Banking, Housing and Urban Affairs, 534 Dirksen, Washington,
DC 20510. Mr. Nappi can be reached at 202-224-1577.

Thank you in advamce for your assistance.

Sincerely,

^0 Uvv^
AlWnse M. D'Amato
United States Senator

AD:dn
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Documents Released to Sen. D'Amato (as of 02

DOCUMENT (titU/dezcription/date)

' -RTC RESOLUTION REQUEST FOR FUNDING ANTICIPATED THRIFT CLOSING* form submitted to

RTC Funding office three days prior to scheduled closing of Madison [11/27/90]

Letter [9/18/90] from J. Paul Ramcy, Associate Director, RTC to Mr. William Taylor. Staff Direaor, Feder

Reserve re: insolvency of Madison Guaranty, requests Board of Governors to approve applications

Letter [10/22/90] from Fred Selby, RTC Resolution Specialist at Madison Guaranty to Mr. Tony Samson,

RTC, D.C. Resolution states attached is bid package^

•CASE LOAD INPUT FORM* submitted by the Field Resolution Branch

Madison Guaranty Bid Analysis forms and information used by Resolutiotu

Letter [11/30/90] from AFS Financial Group, Bob Fegtly, President to Fred Selby, RTC Resolution^p^iajiz

regarding a bid on Madison Guaranty made by Central Bank &. Trust

Letter [11/21/90] from AFS Financial Group, Randy Dennis, Principal to Fred Selby, RTC Resolution

Specialist withdrawing bids on Arkansas institutions, including Madison Guaranty

•REFERENCE SHEET* lists the potential bidden at the bid meeting

•DOCUMENTATION CHECKLIST* regarding resolution of Madison Guaranty

•LIQUIDATION SUMMARY STATEMENT AND DISTRIBUTION OF LOSS* on Madison [8/31/90]

•BID RESULTS* memo regarding Madison from Fred Selby (RTCKQ to Robert Fish (RTCKQ [1 1/20/90]

•CASE RESOLUTION - SUMMARY BID INFORMATION* prepared by Tony Samson (RTCDC) on

Madison [12/03/90]

"FAILING THRIFT CASE* form with information pertaining to the fedlure of Madison

Letter [12/03/90] from Robert Fish (RTC KQ Resolutions to prospective bidden stating the winning bids

•PRESS RELEASE ON RTC TRANSFER OF INSURED DEPOSITS OF MADISON* (PR-2 18-90)

[05/18/90]

•SETTLEMENT AGREEMENT AND RELEASE* b/n RTC and FROST &. Co., North River Insurance Co
and Crum & Forster Managen Corp. [04/08/91]

'CASE RESOLUTION - SUMMARY BID INFORMATION* on Madison [11/30/90]

"SETTLEMENT AGREEMENT AND RELEASE* - RTC settlement on Madison [04/08/91]

•AUTHORIZATION TO ACT FOR OTS for Madison Guaranty S&L - 2 documents: (1) Appointment of

Receiver; and, (2) 1 1/30/90 Contiaa of Sale [1 1/30/90]

•FIRST AMENDED COMPLAINT* v. Frost it Co. [unsure, marked 'received 03/14/91]

•NOTICE OF REMOVAL^ v. Frost &. Co. [03/30/89]
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DOCUMENT (tiOe/deseription/datt)

ORIGINAL COMPLAINT* v. Frost & Co. [02/28/??, marked "received 11/18/931

•SETTLEMENT AGREEMENT AND RELEASE' of Scth Ward v. RTC for Madison [04/30/93]

•PURCHASE AND ASSUMPTION AGREEMENT BETWEEN RTC (Madison) AND BALD KNOB FSL\*,
with Indcnmity Agreement [11/30/90]

•PURCHASE AND ASSUMPTION AGREEMENT BETWEEN RTC (Madison) AND CENTRAL BANK &.

TRUST*, with Indemnity Agreement [11/30/90]

•PRESS RELEASE ON SALE OF MADISON" (PR-«)3-90) [12/05/90]

•PROPOSED FORM OF RESOLUTION^ memo regarding Madison Guaranty from Robert H. Fish (RTCKQ
to i. Paul Ramey (RTCDQ [10/30/90]

•BID RESULTS AND RECOMMENDATIONS* memo regarding Madison from Robert H. Fish (RTCKQ to

J. Paul Ramey (RTCDC) [11/21/90]

•SUMMARY/BID INFORMATION SHEET - ANTICIPATED THRIFT FAILURE' regarding Madison;
contains memo to Seidman, Bovenzi, et al. from J. Paul Ramey (RTCDQ [11/16/90]

•ASSET VALUATION REVIEW memo regarding Madison to William H. Roelle (RTCDQ from David H.

NicUco (RTCKQ [11/09/90]

•REOMS REPORT FOR INST #7236* listing of all real estate owned properties attributed to Madison

[12/29/93]

'CONTRACT INFORMATION" from inception to date for Madison [12/27/93]

•INSTITUTIONAL CASE LISTING* for Madison [12/21/93]

'SUMMARY OF CONTRACTING ACnVITY" for Madison; status of all contracts; contract information; list

of nrms providing services to the RTC relative to Madison [12/27/93]

'ADJUSTMENTS TO STATEMENT OF CONDITION* lists beginning balances, adjustments (debits/credits),

and adjusted balances for Madison assets and liability & equity capital [7?/??/77]

•PRO FORMA STATEMENT - ASSUMING INST.' lists asset and liabilities & equity capital amounts for

Madison \Vmm]
•PRO FORMA STATEMENT - RTC* lists asset and liabilities & equity capital amounts for Madison

[12/03/90]

•INSTTTUTION G/L RECONCILIATION WORKSHEET" [12/05/90]

*PRO FORMA ADJUSTMENT LISTING* [12/05/90]

*PRO FORMA ADJUSTMENT REGISTER* [12/05/90]

'PRO FORMA INS. - P&L ADJUSTMENT REGISTER' [12/05/90]
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DOCUMENT (tUU/descriptioiUdaxt)

CONFIRMED WIRE WORKSHEET SUMMARY' for Little Rock and Bald Knob Agents; breakdown of
liabilities assumed, assets purchased, premiums, etc. [11/30/90]

•FINAL WIRE AND CONFIRMATION SUMMARY" breakdown between confirmed balances, Little Rock

agent. Bald Knob agent, and RTC/FDIC. [??/??/??]

•LOAN PRICE ADJUSTMENT CALCULATION' for Central Bank and Citizens Bank [11/30/90]

•DACS ADRJSTMENTS TO STATEMENT OF CONDITION' lists asset and liabilities & equity amounts

[12/05/90]

•DACS PROFORMA STATEMENT - RTC" lists asset and liabilities &. equity capital amounts for Madison

[12/05/90]

'DACS RECONCHJATION WORKSHEET' [12/05/90]

•DACS ADnJSTMENT USTING' [12/05/90]

'DACS ADAJSTMENT REGISTER* 12/05/90]

•DACS INST P&L ADJUSTMENT REGISTER* [12/05/90]

"INQUIRY FROM REP. RAY THORNTON* to Roger C. Altman RTCDC regarding Laurence B. DeGroat,

with attached constituent letter [12/06/93, 11/23/93]

*INQUIRY FROM SEN. DAVID PRYOR* to Bowen Hinton RTCKC, with attached constituent letter

[12/08/93. 11/23/93]

•LETTER TO ROGER C. /iLTMAN* [10/14/93]

'LETTER TO SEN. DAVID PRYOR* from J. Paul Ramcy RTCKC [08/29/93]

INQUIRY FROM SEN. WIIUAM S. COHEN* to Roger /"iltman RTCDC [11/03/93]

"INQUIRY FROM SEN. WIUJAM S. COHEN* RTC summary with incoming and outgoing letters

[11/16/93]

"INQUIRY FHOM SEN. GEORGE J. MITCHELL* with fax cover sheet, and response from Dennis Cavinav

RTCKC [11/03/93]

"INQUIRY FROM 5EN. DAVID PRYOR' to Randall McFarlanc RTCDC. with response from Dennis

Cavinaw RTCKC [05/13/93. 07/24/93]

"INQUIRY FROM SEN. DAVID PRYOR* to Bowen Hinton RTCKC, with enclosure from constituent and

response to Sen. Pryor from Michael Martinelli RTCKC [04/11/91. 03/05/91, 04/30/91]

•INQUIRY FROM SEN. DALE BUMPERS^ to Regional Director RTCKC. with enclosure from consonjent

and RTC response to Sen. Bumpcn from John Lomax RTCKC [11/12/91. 11/11/91, 12/13/91]

•INQUIRY FROM SENS. DAVID PRYOR AND D/lLE BUMPERS* to Virginia Kingsley Lewis RTC
TULSA, with constituent enclosure and RTC response from J. Paul Ramey RTCKC [06/06/91. 08/29/91
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•FAX COVER SHEET INQUIRY FROM SEN. DALE BUMPERS" to Bowen Hinton RTCKC, with

constituent enclosure and RTC response from Margaret Penrose (for Michael Martineili) [04/17,'9I, 04/16/91

04/25/91]

•INQUIRY FROM SEN. CHRISTOPHER DODD" to P^ndall McFarlane, with constituent enclosures and

RTC response from Dennis Cavinaw RTCKC [04/07/92. 05/27/92]

•INQUIRY FROM SEN. DALE BUMPERS" to Michael Martineili RTCKC, with constituent enclosure and

RTC response from Michael Martineili RTCKC [03/08/91, 03/05/91,04/30/91]

"LETTER TO SEN. DAVID PRYOR" from Randall H. McFarlane RTCDC [04/08/91]

•INQUIRY FROM SEN. D/VLE BUMPERS^ to Michael Martineili RTCKC, with RTC response from

Michael Martineili RTCKC [03/28/91, 04/16/91]

"MADISON GUARANTY BOARD MINUTES" from 1982 through 1986 [03/05/82
-
12/30/86]

•MADISON GUARANTY BID PACKAGE AND INSTRUCTIONS* [7?/??/?7]

•PROCEDURES FOR AGENCY RECORDS DETERMINATION* from Philip Lindcnmuth RTCDC
[08/31/92]

"MASTER INVENTORY OF MADISON GUARANTY ASSETS" [09/29/92]

•INVENTORY OF MADISON GU/VRANTY INSTITUTION RECORDS" fw paid of!/REO loans [??/??/??]

•INVENTORY OF MADISON GU/UiANTY SUBSIDL\RY RECORDS^ [T?/??/??]

•INVENTORY OF MADISON GUARANTY INSTITUTION AND RTC ACCOUNTING RECORDS"

[??/??/7?]

•INVENTORY OF MADISON GUARANTY INSTITUTION MICROHCHE^ [10/07/93]

INVENTORY OF MADISON GUARANTY GENERAL FILES^ [7?/??/77]

•INVENTORY OF RTC DEPARTMENTAL RECORDS ON MADISON GUARANTY^ [??/?"??]

•PROFESSION/iL SERVICES AGREEMENT hTH MADISON GUARANTY AND CONEST0GA-ROVER5
& ASSOCLkTES, LTD.' [02/10/92]

•PROFESSIONAL SERVICES AGREEMENT WH MADISON GUARANTY AND GOSLINE L
COMPANY^ [06/29/93]

•CONTRACT FOR CAMPOBELLO ESTATES B/N RTC AND MORGAN BAYSIDE RE INC
"

[03/30/93]

•THRIFT RESOLUTION ASSISTANCE AGREEMENT B/N RTC AND ARTHUR ANDERSON &
COMPANY^ [11/21/90]

•MORTGAGE B/N JOHN & MARGARET LATHAM & MADISON GUARANTY' [08/23/85] 1312 S.

MAIN. LITTLE ROCK
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•MORTGAGE B/N JOHN & MARGARET LATHAM & MADISON GUARANTY" 13/29/85] 1821

BROADWAY. UTTLE ROCK

•SECOND MORTGAGE B/N JOHN LATHAM & MADISON GUARANTY" [2/8/88] 23 MELDIA. LITTLI
ROCK^

•SECOND MORTGAGE B/N JOHN LATHAM &. MADISON GUARANTY^ [2/8/88] 23 MELDIA, LirTLI
ROCK

•ANSWER TO PLAINTIFF ORIGINAL COMPLAINT, RTC AS RECET/ER FOR MADISON GUARANTY
VS JOHN AND M.MARGARET LATHAM" FILED [1/13/91]

•ORDER ON SUMMARY JUDGMENT. RTC AS RECEIVER FOR MADISON GUARANTY VS JOHN
AND M.MARGARET LATHAM^ FILED [11/12/91]

•DISCHARGE OF DEBTOR IN US BANKRUPTCY COURT^ RTC C/0 HARRY A. UGHT, ESQ. IN RE
JOHN LATHAM (AKA LATHAM ASSOCL^TES) [6/23/24/92]

•MOTION FOR ORDER OF ABANDONMENT IN RE: JOHN M. AND MARY MARGARET LATHAM^
FILED [6/25/92]

•MOTION FOR ORDER OF ABANDONMENT. US BANKRUPTCY COURT (CHAPTER 7)' [8/23.85]

•NOTICE OF COMMENCEMENT OF CASE UNDER CHAPTER 7 OF THE B/lNKRUPTCY CODE.
MEETING OF CREDITORS. FIXING OF DATES...' MS. MEREDira CATLETT IN RE JOHN M.
LATHAM (AKA LATHAM &. ASSOCIATES AND MARY MARGARET LATHAM' FILED 3/13/92

•AMENDED ANSWER TO PLAINTIFF ORIGINAL COMPLAINT* RTC AS RECEIVER FOR MADISON-
GUARANTY VS. JOHN AND MARGARET LATHAM. US DISTRICT COURT. FILED [11/14/91]

•ORDER', RTC AS RECEIVER FOR MADISON GUARANTY V. JOHN AND MARGARET LATHAM
FILED [11/12/91]

•BRIEF IN SUPPORT OF RESPONSE TO MOTION FOR SUMMARY JUDGMENT*. RTC AS RECEIVE)
FOR MADISON GUARANTY V. JOHN AND MARG/iRET LATHAM FILED [9/25/91]

•MOTION FOR LEAVE TO FILE AMENDED ANSWER AND COUNTERCLAIM' , RTC V. LATHAM
[9/25/91]

'PLAINTIFF'S BRIEF IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT*. RTC V. LATHAM
[9/16/91]

•MOTION FOR SUMMARY JUDGMENT* RTC V. LATHAM [9/16/91]

•AFFIDAVIT OF TONY R. SHELTON* RTC V. LATHAM [8/3<V911

'ANSWERS TO INTERROGATORIES AND RESPONSES TO REQUESTS FOR PRODUCTION OF
DOCUMENTS' [4/1/91]

•PROOF OF CLAIM. JOHN LATHAM IN RE: MADISON GUARANTY^ [3/5/91]
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•ANSWER TO PLAINTIFF ORIGINAL COMPLAINT* RTC AS RECEIVER FOR MADISON GUARAN
V. JOHN AND MARGARET LATHAM FILED [I/I5/91]

•INTERROGATORIES AND REQUESTS FOR PRODUCTION OF DOCUMENTS' [12/18/90]

•SUMMONS: FEDERAL HOME LOAN MORTGAGE V JOHN M. LATHAM. ET AL* STATE OF
ARKANSAS TO MADISON GUARANTY MAILED [3/15/93]

•PLAINTIFF ORIGINAL COMPLAINT*, RTC AS RECEIVER FOR MADISON GUARANTY V. JOHN
AND MARY MARGARET LATHAM FILED [12/31/90]

•JAMES BERT MCDOUGAL BANKRUPTCY CLAIM^ [1/29/92]

JAMES BERT MCDOUGAL BANKRUPTCY - PROOF OF CLAIM" [1/21/92]

•JAMES BERT MCDOUGAL BANKRUPTCY NOTICE OF COMMENCEMENT OF CLAIM^ [lOn/911

•FORECLOSURE DECREE* MADISON GUARANTY V. JAMES B. MCDOUGAL AND SUSAN H.

MCDOUGAL FILED [1/15/88]

•FORECLOSURE DECREE* MADISON GUARANTY V. JAMES B. MCDOUGAL AND SUSAN H.

MCDOUGAL FILED [1/15/88]

*COMMISSIONER*S DEED* AND *ACKNOWLEDGEMENT* p/4/88] (2 COPIES)

*THE UMBO COMPANY: RECORDED MORTGAGE/LOAN MODERCATION AGREEMENT BY
MADISON GUARANTY SAVINGS AND LOAN ASSOCIATION* FILED & RECORDED [4/6/89]

JIMBO COMPANY MORTGAGE WITH POWER OF SALE* [3/10/89]

*MORTGAGE OF JIM GUY TUCKER AND BETTY TUCKER* [12/3/85]

*MORTGAGE OF JIM GUY TUCKER AND BETTY TUCKER LOAN MODIHCATION AGREEMENT*
p/7/86]

*PEACOCK BROTHERS: MORTGAGE FORECLOSURE* *PEnTION FOR FORECLOSURE AND US-

PENDENS* FILED BY TURNER & MAINARD ON BEHALF OF BANK OF OZARKS* 'LETTER TO
RTC AS RECEIVER* [6/27/yl]*

•PEACOCK BROTHERS: MORTGAGE FORECLOSURE SUMMONS* [6/27/91]

*BANK OF OZARKS VS. i>EACOCK BROS., INC. PETITION FOR FORECLOSURE* [6/21/91]

•BANK OF OZARKS VS. PEACOCK BROS., INC. DECREE OF FORECLOSURE^ [10/23/91 FILED

10/30/91]

BANK OF OZARKS VS. PEACOCK BROS., INC. NOTICE OF SALE* FILED [10/31/91]

•B/>iNK OF OZARKS VS. PEACOCK BROS., INC. PETITION FOR FORECLOSURE AND SUPPORTIN>

DOCUMENTS' [6/21/91]*

•PROMISSORY NOTE B/N PEACOCK BROS., INC. AND BANK OF OZARK [12/19/83]
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•MORTGAGE WITH POWER OF SALE B/N PEACOCK BROS.. INC. AND BANK OF OZARK [12/19/S

•SECURITY AGREEMENT B/N PEACOCK BROS., INC. AND BANK OF OZARK (12/19/83) FILED
FOR RECORD [1/5/94]

•PROMISSORY NOTE B/N PEACOCK BROS.. INC. AND BANK Of OZARK RENEWAL' [2/13/85 TO
BE EFFECTIVE AS OF 12/29/84]

•DISCLOSURE STATEMENT OF LOAN RENEWED B/N PEACOCK BROS., INC. AND BANK OF
OZARK^ [12/26/85]

•REAL ESTATE MORTGAGE EXTENSION AGREEMENT B/N PEACOCK BROS.. INC. AND BASK O:
OZARK* [2/13/85] FILED [2/14/85]

•CORPORATION ACKNOWLEDGEMENT* BY THE STATE OF ARKANSAS FOR PEACOCK BROS..
INC. [2/13/85]

*CORPORATION ACKNOWLEDGEMENT* BY THE STATE OF ARKANSAS FOR BANK OF OZARK'
[2/13/85]

'PROMISSORY NOTE - 2ND RENEWAL NOTE B/N PEACOCK BROS., INC. AND BANK OF OZARK'
[1/30/86 TO BE EFFECTIVE AS OF 12/29/85]

•REAL ESTATE MORTGAGE EXTENSION AGREEMENT B/N PEACOCK BROS., INC. AND BANK C
OZARK* [2/3/86]

•CORPORATION ACKNOWLEDGEMENT BY THE STATE OF ARKANSAS FOR PEACOCK BROS..
INC. [1/31/86]

•CORPORATION ACKNOWLEDGEMENT* BY THE STATE OF ARKANSAS FOR BANK OF OZARK*
[1/31/86]

•PROMISSORY NOTE - 3RD RENEWAL NOTE B/N PEACOCK BROS.. INC. AND BANK OF OZARX*
[2/20/87 TO BE EFFECTIVE AS OF 1/15/87]

•REAL ESTATE MORTGAGE EXTENSION AGREEMENT B/N PEACOCK BROS., INC. AND BANK C
OZARK* p/4/87]

•CORPORATION ACKNOWLEDGEMENT BY THE STATE OF ARKANSAS FOR PEACOCK BROS..
INC. [2/20/87]

•CORPORATION ACKNOWLEDGEMENT* BY THE STATE OF ARKANSAS FOR BANK OF OZARK'
[2/20/87]

•PROMISSORY NOTTE - 4TH RENEWAL NOTE B/N PEACOCK BROS., INC. AND BANK OF OZARX'
[1/25/88 TO BE EFFECTIVE AS OF 1/15/88]

•REAL ESTATE MORTGAGE EXTENSION AGREEMENT B/N PEACOCK BROS., INC. AND BANK C
OZARK* [3/2/88]
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•CORPORATION ACKNOWLEDGEMENT BY THE STATE OF ARKANSAS FOR PEACOCK BROS.
INC. [1/25/88]

CORPORATION ACKNOWLEDGEMENT* BY THE STATE OF ARKANSAS FOR BANK OF OZARK"
[1/25/88]

•PROMISSORY NOTE - 5TH RENEWAL NOTE B/N PEACOCK BROS., INC. AND BANK OF OZARK'
[2/16/89 TO BE EFFECTIVE AS OF 1/15/89]

•REAL ESTATE MORTGAGE EXTENSION AGREEMENT B/N PEACOCK BROS., INC. AND BANK OF
OZARK* p/22/891

*C0RPORATION ACKNOWLEDGEMENT BY THE STATE OF ARKANSAS FOR PEACOCK BROS
INC. [1/25/89]

•CORPORATION ACKNOWLEDGEMENT* BY THE STATE OF ARKANSAS FOR hKiiYi OF OZARK'
[3/16/89]

•FINANCIAL STATEMENT FILING* [1/5/89]

•FINANCLU- STATEMENT FILING* [1/9/89]

*MORTGAGE WITH POWER OF SALE B/N PEACOCK BROS., INC. AND BANK OF OZARK',
*ACKNOWLEDGMENT AND CERTmCATE OF RECORD* [6/6/84]

•MORTGAGE RENEWAL AGREEMENT B/N PEACOCK BROS.. INC. AND BANK OF OZARK'
[1/17/90]

•LETTER FROM TURNER & MAINARD FOR BANK OF OZARK TO PEACOCK BROS., INC.

REiDEFAULT /"iND MORTGAGE FORECLOSURE PROCEDURES* [5/1/91]

•LETTER FROM TURNER & MAINARD FOR BANK OF OZARK TO PEACOCK BROS.. INC.

RE:DEFAULT AND MORTGAGE FORECLOSURE PROCEDURES* [5/1/91]

*REDEMPnON DEED BY COMMISSIONER OF STATE LANDS* & 'CtRIlFiCATE OF RECORD'
[2/14/91] FILED [2/19/91]

•REDEMPTION DEED BY COMMISSIONER OF STATE LANDS* & "CERTinCATE OF RECORD'
[2/14/91] FILED [2/19/91]

•DEMAND NOTE B/N CHA-RA-KE CORPORATION AND MARY PEACOCK^ [12/18/87]

•DEED OF TRUST B/N CHA-RA-KE, INC. AND MARY PEACOCK* AND *ACKNOWLEDGE.MENT-
[12/19/87] FILED FOR RECORD [6/26/90]

•CORPORATION WARRANTY DEED B^ CHA-RA-KE, INC. /iND PEACOCK BROS., INC.- AND
*ACKNOWLEDGEMENT* [6/5/84], FILED FOR RECORD [6/6/84]

*ANSWER TO PETTnON FOR FORECLOSURE BY RTC AS RECEFVER FOR MADISON GUARANTY
RE: BANK OF OZARK VS. PEACOCK BROS., INC.* [7/17/91]
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SUMMONS BY BANK OF OZARK V. PEACOCK BROS., INC; CHARLES J. (IV) & TERRI PEACOCK
RALPH J. PEACOCK; CHARLES J. (Ill) & RTDY PEACOCK; KENNETH RAY &. DENISE PEACOCK-
MARY PEACOCK &. SPOUSE; MADISON GUARANTY; R.M. VrTAVER; CHA-RA-KE. INC. AND
CITIZENS BANK OF BALD KNOB. ARK.* [7/1/91]

US-PENDENS. BANK OF OZARK V. PEACOCK BROS.. ET AL' [6/27/91]

"CERTIFICATION OF DOCUMENT AUTHENTICrrY BY FEDERAL HOME LOAN BANK BOARD*
[2/28/89]

•FEDERAL HOME LOAN BANK BOARD APPOINTMENT OF CONSERVATOR FOR MADISON
GUARANTY SAVINGS AND UQKti ASSOCL^TION" 'ORDER - OFHCE OF THRIFT SUPERVISIO.V
[2/28/89]

•NEWSP/^ER ARTICLE: TUCKER ATTEMPTS TO SHAKE S&L ENTANGLEMENT.' ARKANS/>iS
TIMES- [2/18/91]

•NEWSPAPER ARTICLE: 'RTC IN A HURRY TO SELL STATE THRIFTS* /KilKANSAS GAZETTE* [

]

•NEWSPAPER ARTICLE: 'HEAD OF FAILING S&L HELPED CLINTON PAY A $50,000 PERSONAL
DEBT IN 1985.' THE NEW YORK TIMES NATIONAL" [12/15/93]

•MORTGAGE BETWEEN MADISON FINANCL«iL CORPORATION AND MADISON GUARANTY
SAVINGS AND LOAN ASSOOATION FOR LAKE FAIRCREST ESTATES - CAMPOBELLO ISLAND'
[8/29/86]

•MORTGAGE BETWEEN MADISON FINANOAL CORPORATION AND ;^^DISON GUARANTY
SAVINGS AND LOAN ASSOCIATION FOR TIMBERLINE ESTATES. GREENTREE F/>iRMS AND FAIR
OAKS SUBDIVISION. QUACHTFA COUNTY, ARKANSAS' [4/29/91]

'MORTGAGE BETWEEN MADISON FINANCLU- CORPORATION AND MADISON GUARANTY
SAVINGS AND LOAN ASSOCL\TION FOR LOTS IN EDEN PARK, WHTTE COUNTY. ARKANSAiS*

[4/20/88]

'MORTGAGE BETWEEN MADISON FINA^'CIAL CORPORATION /AND MADISON GUARANTY
SAVINGS AND LO/AN ASSOCL\TION FOR PROPERTIES IN SAUNE COUNTY, /UIK' [4/20/88]

'MORTGAGE BETWEEN MADISON FINANCUAL CORPORATION AND MADISON GUARANTY
SAVINGS AND LOAN ASSOCIATION FOR PROPERTIES IN WHTTE COUNTY, /ARKANSAS* [4/20/85]

'FINANCING STATEMENT OF MADISON FIN/ANCL\L CORPORATION FOR MADISON GUARANTY'
SAVINGS & LOAN ASSOCL^TION* [5/9/88]

•OATH OF OFHCE BY JAMES H. JACKSON FOR MAPLE CREEK F/ARMS BO/ARD OF
COMMISSIONERS' [6/28/90]

'OATH OF OFHCE BY LAVERNE M. GOODWIN FOR MAPLE CREEK FARMS BOARD OF
COMMISSIONERS' [7/30/91]



378

DOCUMENT (tUle/deseription/date)

•OATH OF OFHCE BY JOHN M. THOMAS, SR FOR MAPLE CREEK FARMS BOARD OF
COMMISSIONERS' r7/29/9I)

•OATH OF OFFICE BY BRUCE CAMPBELL FOR MAPLE CREEK FARMS BOARD OF
COMMISSIONERS' [6/28/89]

•OATH OF OFFICE BY ELORA COLEMAN FOR MAPLE CREEK FARMS BOARD OF
COMMISSIONERS" [11/17/87]

•OATH OF OFHCE BY JOHN W. ATKINS FOR MAPLE CREEK FARMS BOARD OF
COMMISSIONERS^^ [7/17/90]

•COMMISSIONER OF MAPLE CREEK FARMS PROPERTY OWNERS SEWER IMPROVEMENT
DISTRICT NO. 1, BRUCE CAMPBELL, RESIGNATION AND RECOMMENDATION OF
APPOINTMENT OF JAMES H. JACKSON^ [6/22/90]

•COMMISSIONER OF MAPLE CREEK FARMS PROPERTY OWNERS SEWER IMPROVEMENT
DISTRICT NO. 1, TOMMY TRANTHAM, RESIGNATION AND RECOMMENDATION OF
APPOINTMENT OF BRUCE CAMPBELL* [6/28/89]

•COMMISSIONER OF MAPI.£ CREEK FARMS PROPERTY OWNERS SEWER IMPROVEMENT
DISTRICT NO. 1. ELORA COLEMAN, RESIGNATION AND RECOMMENDATION OF APPOINTMEN:
OF JOHN W. ATKINS^ [7/U/90].

•COMMISSIONER OF MAPLE CREEK FARMS PROPERTY OWNERS SEWER IMPROVEMENT
DISTRICT NO. 1, JAMES JACKSON, RESIGNATION AND RECOMMENDATION OF APPOINTMENT
OF LAVERNE M. GOODWIN [7/30/91].

•STATE OF ARKANSAS DEPT. OF POLLUTION CONTROL AND ECOLOGY NPDES PERMTT
VIOLATIONS - LETTER TO RANDALL RANDOLPH, CASTLE WATER & SEWER CORP.' [5/7/91]

•CONSENT ADMINISTRATIVE ORDER,' 'FINDINGS OF FACT,^ •ORDER AND AGREEMENT,'
'ESCROW AGREEMENT* BETWEEN DEPT. OF POLLUTION CONTROL St ECOLOGY AND
RANDALL RANDOLPH OF CASTLE WATER & SEWER CORP. [4/8/91]

•MOTION FOR DEFAULT: MADISON FINANCL^L CORPORATION VS. EU ESAU^ FILED [10^7/91

•CERTinCATE OF ASSESSOR (JOHN M. KAPP)^ [10/11/90]

•OATH OF ASSESSOR' [10/16/90]

•RESOLUTION CONFIRMING ASSESSMENT OF BENEFTTS AND DAMAGES^ [12/10/90]

'MAPLE CREEK SEWER NOTICE OF MEETING TO DISCUSS SEWER ASSESSMENT' (1 1/3/90]

•ORDER LEVYING TAX BY BOARD OF COMMISSIONERS OF MAPLE CREEK FARMS PROPERTY
OWNERS' SEWER IMPROVEMENT DISTRICT NO. \'

•US HUD NOTICE OF PROCEEDINGS AND OPPORTUNTFY FOR HEARING IN THE MATTER OF

CAM[P)OBELLO^ [9/28/93]
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•SURRENDER OF LEASE BETWEEN CAMPOBELLO DEVELOPMENT LTD AND HER MAJESTY THE
QUEEN IN RIGHT OF THE PROVINCE OF NEW BRUNSWICK' [5/5/93]

•FEDERAL REGISTER ARTICLE ON COASTAL BARRIER IMPROVEMENT ACT; PROPERTY
AVAILABILITY; CAMPOBELLO ISLAND ESTATES. NEW BRUNSWICK, CANADA RE: RTC NOTICE-
[6/29/93]

•FORM A13 DEED BETWEEN LARRY KUCA, HAROLD WENGER AND CAMPOBELLO ISLAND
CLUB^ AND -SCHEDULE A* [5/15/87] REGISTERED 7/13/87]

•CERTIFICATE OF FORMATION OF CAMPOBELLO PROPERTIES VENTURE BY JAMES
MCDOUGAL. PRESIDENT, MADISON FINANCL\L CORPORATION' [12/5/85] FILED [7/29/87]

STATE OF ARKANSAS SECRETARY OF STATE CANCELLATION OF UMITED PARTNERSHIP OF
CAMPOBELLO DEVELOPMENT COMPANY' [3/21/86]

CERTIFICATE OF CANCELLATION OF LIMTFED PARTNERSHIP OF CAMPOBELLO
DEVELOPMENT COMPANY" [12/11/85] AND 'ACKNOWLEDGEMENT*

•OATH AS PRESIDENT OF ROBERT J. HIGGINS FOR CAMPOBELLO ISLAND CLUB' [5/29/93]

•DEED UNDER STANDARD FORMS OF CONVEYANCES ACT BETWEEN MARY FREEMAN.
TRUSTEE, CGRANTOR") LANIS YARBROUGH. TRUSTEE ("GRANTEE'), AND CAMPOBELLO
ISLAND CLUB. INC." [10/29/92]

•SCHEDULE A PURSUANT TO TERMS OF CAMPOBELLO PROPERTIES VENTURE TRUST
AGREEMENT*

SCHEDULE C
SCHEDULE D* RE: SUBDIVISION SCHEME AND INDENTURE, CAMPOBELLO ISLAND. LARRY E.

KUCA AND MARY FREEMAN"

SCHEDULE E RE: TERMS USED IN DEED OF CONVEY/lNCE"

'SCHEDULE D ITEM 1: MARY FREEMAN AS TRUSTEE" [10/21/92]

'SCHEDULE D ITEM 1: LANIS YARBROUGH AS TRUSTEE" [10/29/92]

•AFFIDAVrr OF MARY A. FREEMAN AS GRANTOR IN THE INDENTURE OF LANDS AND
PREMISES" [10/21/92] AND NOTARY PUBUCS CERTmCATIONS"

"DEED: STANDARD FORMS OF CONVEYANCES ACT BETWEEN MARY FREEMAN AND LASTS
YARBROUGH" [10/21/92] AND "SCHEDULE A"

"AFFIDAVrr BY MARY FREEMAN AS GRANTOR NAMED IN INDENTURE OF DEED OF LANDS
AND PREMISES - IN THE MATTER OF MARITAL PROPERTY ACT, STATE OF ARKANSAS RE;

CAMPOBELLO' AND 'SCHEDULE D" [10/21/92]

"DEED. STANDARD FORMS OF CONVEYANCE ACT" [10/21/92]
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•SCHEDULE A AS RELATED TO DEED. STANDARD FORMS OF CONVEYANCE ACT"

•SCHEDULE B: INDEX OF LANDS CONVEYED BY DEAD RIVER UMTTED OF CAMPOBELLO
ISLAND PROPERTIES^ [7/16/58-10/7/83]

•AFFIDAVIT IN THE MATTER OF THE MARITAL PROPERTY ACT BY MARY A. FREEMAN^
[10/21/92]

•SCHEDULE D DECLARATION AS TRUSTEE FOR CAMPOBELLO PROPERTIES VENTURE WITHIN
INDENTURE OF DEED, BY VIRTUE OF •CANADA EVIDENCE ACT* [10/21/92]

DEED IN ACCORDANCE WITH STANDARD FORMS OF CONVEYANCES ACT' [10/21/92]

•SCHEDULE A: PARCELS CONVEYED UNTO THE GRANTOR BY LARRY E. KUCA, TRUSTEE"

•AFFIDAVIT IN THE MATTER OF THE MARITAL PROPERTY BY MARY FREEMAN RE:

CAMPOBELLO* [10/21/92]

SCHEDULE D BY MARY FREEMAN* [10/21/92]

•ASSIGNMENT OF INDENTURE BETWEEN MARY FREEMAN AND LANIS YARBROUGH* [6/30/93]

•SCHEDULE D BY MARY FREEMAN AS TRUSTEE FOR CAMPOBELLO AND BY VIRTUE OF THE
CANADA EVIDENCE ACT* [10/21/92]

*CERTnFICATION BY NOTARY PUBUC. STATE OF ARKANSAS* [10/21/92]

•CERTinCATION BY NOTARY PUBUC, STATE OF KANSAS" [10/29/92]

•INDENTURE BETWEEN MARY FREEMAN AND LANIS YARBROUGH* [10/21/92], *SCHEDULE D'

AND 'CERTinCATION BY NOTARY PUBUC* [10/21/92]

*INDENTURE 125657 BETWEEN MARY FREEMAN AND MADISON GUARANTY PURSUANT TO
CAMPOBELLO PROPERTIES VENTURE TRUST AGREEMENT* [10/21/92], *SCHEDULE D* AND
*CERTinCATION BY NOTARY PUBUC* [10^21/92]

*IN THE COURT OF QUEEN'S BENCH OF NEW BRUNSWICK, CANADA - TftlAL DIVISION -

NOTICE OF ACTION WITH STATEMENT OF CLAIM AT I'ACHED, JOHN F. D*/>lRCANGELO VS.

MARY FREEMAN, AS TRUSTEE FOR CAMPOBELLO PROPERTIES VENTURE* [7/31/92]

*AVIS DE CREDIT - CANADIAN COAST GUARD BASE EN RE MARY FREEMAN C/O STEWART
MCELVEY STERLING SCALES TO CANCEL WATER LOT LEASE #113301, HEAD HARBOUR,
CAMPOBELLO, NEW BRUNSWICK* [11/15/93]

*CANADL^N COAST GUARD LETTER RE: TERMINATION OF LEASE 113301, MARY FREEMAN
HEAD HARBOUR. CAMPOBELLO, NEW BRUNSWICK* [11/2/93]

"FOOD SERVICE ESTABLISHMENT UCENSE #201934 FOR ISLAND CLUB LODGE. CAMPOBELLO
ISLAND. OPERATOR LESLEY SAVAGE* [3/15/93 FOR PERIOD 4/1/93 TO 3/31/94]
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FOOD SERVICE ESTABLISHMENT UCENSE #201707 FOR ISLAND CLUB LODGE, CAMPOBELLO
ISLAND. OPERATOR LESLEY SAVAGE" [3/2/92 FOR PERIOD 4/1/92 TO 3/31/93)

•NEW BRUNSWICK DEPT. OF TOURISM, RECREATION AND HERITAGE TOURIST
ESTABLISHMENT UCENSE 1639 FOR CAMPOBELLO ISLAND CLUB LODGE'

•CERTIFiCATE OF REGISTRATION, UQUOR UCENSE AND ROOMS AND MEALS" [6/15/85]

"FOOD SERVICE ESTABUSHMENT UCENSE #201707 FOR ISLAND CLUB LODGE, CAMPOBELLO
ISLAND, OPERATOR LESLEY SAVAGE" p/15/93 FOR PERIOD 4/1/93 TO 3/31/94]

"FOOD SERVICE ESTABLISHMENT UCENSE #201934 FOR ISLAND CLUB LODGE, CAMPOBELLO
ISLAND, OPERATOR LESLEY SAVAGE" [3/2/92 FOR PERIOD 4/1/92 TO 3/31/93]

"NEW BRUNSWICK DEPT. OF TOURISM. RECREATION AND HERITAGE TOURIST
ESTABLISHMENT UCENSE #639 FOR CAMPOBELLO ISLAND CLUB LODGE"

"CERTmCATE OF REGISTRATION, UQUOR UCENSE AND ROOMS AND MEALS" [6/15/85]

•CAMPOBELLO COMPANY PROPERTY OWNERS ASSOCL^TION DISCOUNT* [9/1/92]

"LEASE BETWEEN HER QUEEN IN RIGHT OF THE PROVINCE OF NEW BRUNSWICK, AS
REPRESENTED BY THE MINISTER OF TOURISM - THE LESSOR - AND CAMPOBELLO
DEVELOPMENT LTD - LESSEE" [3/25/86]

"LETTER OF TESTIMONY BY NICHOLE P. DAVIS FOR SEC'Y OF STATE. BILL McCUEN, THAT
ATTACHED IS A TRUE COPY OF THE ENTIRE FILE OF CAMPOBELLO REALTY CO." [4/28/92]

"ARTICLES OF INCORPORATION OF CAMPOBELLO REALTY CO." [12^/84]

"LETTER OF TESTIMONY BY SABRINA THREET FOR SEC'Y OF STATE. BILL McCUEN, THAT
ATTACHED IS A TRUE COPY OF THE ENTIRE FILE OF MADISON FINANCLVL CORP.* [2/5/92]

"ARKANSAS APPUCATION FOR REGISTRATION OF nCTITIOUS NAME MADISON FINANCbO.
CORP. T/A (AKA) MADISON REAL ESTATE" [7/??/86]

ARTICLES OF INCORPORATION OF MADISON FINANCIAL CORPORATION" [2/3/82]

•ARKANSAS /VPPUCATION FOR REGISTRATION OF nCTITIOUS NAME - MADISON FINANCIAL
CORP. T/A (AKA) MADISON J.{ARKETING [7/26/86]

"NOTICE OF CHANGE OF REGISTERED OFHCE AND REGISTERED AGENT" [8/22/85] FILED

[9/16/85]

"ADVISEMENT BY ARKANSAS DEPT. OF FINANCE AND ADMINISTRATION THAT DELINQUENT
FRANCHISE TAX HAS BEEN P/JD" QUALIFIED 2/3/82 FILED [6/7/84]

"STATE OF ARKANSAS CHANGE OF REGISTERED AGENT AND REGISTERED OFFICE OF
MADISON FINANCL«iL CORPORATION" [9/28/92]

ARTICLES OF INCORPORATION OF MADISON FINANCLVL CORPORATION" [2/3/82]
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•MORTGAGE BETWEEN LARRY E. KUCA AND MADISON GUARANTY* [4/30/931

•INDENTURE BETWEEN LARRY E. KUCA AND MADISON GUARANTY" [9/5/86]

•INDENTURE BETWEEN LARRY E. KUCA AND MAHISON GUARANTY^ [9/5/86]

•INDENTURE BETWEEN LARRY E. KUCA AND MADISON GUARANTY" [1/16/87]

•INDENTURE BETWEEN LARRY E. KUCA AND MADISON GUARANTY^ [4/6/87]

•INDENTURE BETWEEN LARRY E. KUCA AND MADISON GUARANTY. LOTS COLLATERAL OF
FEROLIE, GILMORE. GARLAND, ET AL../ [8/11/88]

•INDENTURE BETWEEN LARRY E. KUCA AND MADISON GUARANTY. LOTS COLLATERAL OF
DORSEY, WHEELER. RUTLEDGE, ET AL... #110102" [8/11/88]

•INDENTURE BETWEEN MARY FREEMAN AND MADISON GUARANTY^ [5/25/89]

•INDENTURE BETWEEN MARY FREEMAN AND MADISON GUARANTY^ [5/15/89]

•INDENTURE BETWEEN MARY FREEMAN AND MADISON GUARANTY^ [10/2/90]

•FORM A15.1 COLLATERAL MORTGAGE BETWEEN BURNHAM MATTHEWS AND MARY
FREEMAN^ •WITH SCHEDULES A, B & C AND AFFIDAVITS' [7/12/89]

•FORM A13 DEED UNDER THE STANDARD FORMS OF CONVEYANCE ACT AMONGST THREE
PARTIES: LARRY E. KUCA, HENRY P. LOMBARDEIXI, CAMPOBELLO ISLAND CLUB, INC."

•WTTH SCHEDULES A, C, E & D, STATUTORY DECLARATION AND AFFIDAVIT BY LARRY KUC/
& NOTARY PUBUC [4/4/86]

•CERTmCATION BY NOTARY PUBUC, NADEEN M. DANIELS^ [5/29/86]

•OATH OF LARRY E. KUCA IN PROVINCE OF NEW BRUNSWICK ON BEHALF OF CAMPOBELLO"
[7/16/86]

•FORM A 15.1 COLLATERAL MORTGAGE BETWEEN HENRY P. LOMBARDEIXI AND LARRY E.

KUCA UNDER STANDARD FORMS OF CONVEYANCE ACT FOR $4,300.00 PLUS 12% INTEREST A£

EVIDENCED BY 8/27/85 PROMISSORY NOTE, SCHEDULES A, B. C AND AFFIDAVrTS" [5/29/86]

•FORM A15.1 COLLATERAL MORTGAGE BETWEEN HENRY P. LOMBARDELU AND LARRY E.

KUCA UNDER STANDARD FORMS OF CONVEYANCE ACT FOR $15,250.00 PLUS 12% INTEREST
AS EVIDENCED BY 8/27/85 PROMISSORY NOTE, SCHEDULES A, B, C AND AFFIDAVITS" [5/29 8«

REGISTERED BY COUNTY OF CHARLOTTE AS #103379 IN BOOK #323 [7/16/86]

•AGREEMENT OF COVENANT TO ASSUME MORTGAGE BETWEEN FREDERICK B. SHEEHY AND
MADISON GUARANTY^ [6/6/90]

•NOTARY PUBUC'S AFFIDAVrT OF AUTHENTICTTY OF 6/6/90 AGREEMENT^ REGISTERED BY
COUNTY OF CHARLOTTE, #116078, BOOK 435 [6/25/90]
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•FORM A15.1 COLLATERAL MORTGAGE U>fDER STANDARD FORMS OF CONVEYANCE ACT B/h

CATHERINE M. SHEEHY AND LARRY E. KUCA FOR PROMISSORY NOTE OF 6/14/86. SCHEDULE'
A, B. C. AFFIDAVIT AND REGISTRATION* [10/20/86]

•FORM A13 DEED FOR LARRY E. KUCA, CATHERINE SHEEHY & CAMPOBELLO ISLAND CLUB.
INC.. SCHEDULES A.B.C.D (RECITALS), E, AFFIDAVIT, STATUTORY DECLARATION, OATH OF
LARRY KUCA, AND NOTARY PUBUC CERTIHCATION" [10/14/86]

•FORM A15.I COLLATERAL MORTGAGE UNDER STANDARD FORMS OF CONVEYANCE ACT B/N

DONALD ROBBINS AND LARRY E. KUCA FOR PROMISSORY NOTE OF 7/26/86. SCHEDULES A. B,

C, AFFIDAVIT AND REGISTRATION* [11/12/86]

•FORM A 13 DEED FOR LARRY E. KUCA. DONALD ROBBINS & CAMPOBELLO ISLAND CLUB,
INC.. SCHEDULES A.C.D (RECITALS). E, AFFIDAVIT, STATUTORY DECLARATION, OATH OF
LARRY KUCA, AND NOTARY PUBUC CERTIFICATION^ [10/14/86]

•FINANCL^L CONSERVATORS, INC. ASSET INSPECTION REPORT ON CASTLE SEWER /iND
WATER CO. - APPEARANCE OF PROPERTY AS A "CLOSED BUSINESS" AND •ENVIRONMENTAL
CHECKLIST INSPECTION FORM COMPLETED BY SARAH HAWKINS* [11/5/91]

•CDERRA, INC. TECHNICAL REPORT OF ENVIRONMENTAL AUDIT PREPARED FOR RTC. TULSA,
OK IN ANTICIPATION OF LITIGATION WITH LETTER AND RECOMMENDATIONS TO ED STOUT,
RTC LEG/iL* [8/91]

*APPRAISAL REPORT: CASTLE SEWER AND WATER CORPORATION, MADISON GUARANTY
ASSET NO. 3358 PREPARED BY PYRON & ASSOCL^TES FOR FINANCLM, CONSERVATORS, INC.

[2/3/92]

*ADDENDUM LETTER TO APPRAISAL REPORT BY PYRON &. ASSOCL\TES* [2/12/92]

*LETTER OF ENGAGEMENT/AGREEMENT TO PREPARE APPRAISAL REPORT B/N PYRON &.

ASSOCIATES AND FINANOAL CONSERVATORS, INC.* [10/27/91] [1/4/92]

*UNIFORM APPRAISAL INSTRUCnONS TO APPRAISER FOR RTC REAL ESTATE PROPERTIES*

•PHOTOGRAPHS OF CASTLE WATER AND SEWER CORPORATION /vND SURROUNDINGS-

•PYRON AND ASSOCL\TES - MICHAEL T. PYRON - PROFESSIONAL QUALIFICATIONS,
UCENSING AND CERTDFICATION* [12/24/91]

•VICINTTY MAP'

•EXHIBIT 'A' DESCRIPTIONS PERTAINING TO PHOTOGRAPHS AND MAPS OF TRACTS AND
EASEMENTS^ [2/6/86]

•PROGRESS REPORT FOR CAO RE: IMPROVEMENTS & PROGRESS SCHEDULE BY CASTLE
WATER AND SEWER COMPANY [10/30/91 & 10/29/91]
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•LETTER FROM CASTLE SEWER <fe WATER CO. TO ARKANSAS DEPT. OF POLLUTION CONTROI
& ECOLOGY RE: NPDES PERMIT #AR0040266. PROGRESS REPORT AND SCHEDULE" (10/30/91]

LETTER FR ARKANSAS DEPT. OF POLLUTION CONTROL &. ECOLOGY TO CASTLE WATER &
SEWER RE: VIOLATIONS OF ARK. WATER & AIR POLLUTION ACT" [2/15/91]

•LETTER FR ARKANSAS DEPT. OF POLLUTION CONTROL &. ECOLOGY TO CASTLE WATER &.

SEWER RE: VIOLATIONS OF ARK. WATER & AIR POLLUTION ACT" [5/7/91]

"LETTER FR ARKANSAS DEPT. OF POLLUTION CONTROL &. ECOLOGY TO CASTLE WATER &
SEWER RE: VIOLATIONS OF ARK. WATER &. AIR POLLUTION ACT & CONDITIONS OF PERMIT
NO. AR0O4O266* [10/1/89]

"ARKANSAS DEPT. OF HEALTH PUBLIC WATER SANHARY SURVEY OF CASTLE WATER
SYSTEM" [6/1/90]

ARKANSAS DEPT. OF HEALTH LETTER TO RANDALL RUDOLPH, SUPERINTENDENT. CASTLE
SEWER & WATER CO. RE: SANITARY SURVEY INSPECTION" [6/1/90]

DEFINITIONS FOR CHARGE CODES'

•MASTER CUSTOMER LIST OF CASTLE WATER* [1/21/92]

CEERJRA, INC. LTR. TO ED STOUT, RTC LEGAL, TULSA, OK RE: RECOMMENDATIONS OF
TRANSFORMER REPLACEMENT, ADVANCED TREATMENT AND SECURITY FENCES WITH
RESPECT TO CONTRACT #0731-91-0308-001' [8/19/91]

MAPS OF LTITLE ROCK SOUTH-INDUSTTUAL PARK, INDUSTTUAL DEVELOPMENT CO."

•US DISTRICT COURT FOR THE EASTERN DISTRICT OF ARKANSAS. WESTERN DIVISION (NO.

LR-C-89-216): RTC, SUCCESSOR TO MADISON GUARANTY AND MADISON FINANCL\L,
PLAINTIFF VS. FROST & CO., DEFENDANTS - MOTION TO COMPEL DISCOVERY OR. IN THE
ALTERNATIVE, TO EXCLUDE TESTIMONY* [1/31/91]

US DISTRICT COURT FOR THE EASTERN DISTRICT OF ARKANSAS, WESTERN DIVISION (NO.

LR-C-89-216): RTC, SUCCESSOR TO MADISON GUARANTY AND MADISON FINANCIAL.
PLAINTIFF VS. FROST & CO., DEFEND/iNTS - PENDING DOCUMENTS REQUESTED BY
DEFEND/IlNTS* [ ]

SETH WARD LITIGATION AND PROOFS OF CLAIM - PART I OF IV PARTS* TTTLE PAGE

US DISTRICT COURT FOR THE EASTERN DISTRICT OF ARKANSAS, WESTERN DIVISION: REPL'>

BRIEF IN SUPPORT OF APPELLEE WARD'S MOTION TO DISMISS: SETH WARD V. RTC AS
CONSERVATOR FOR MADISON GUARANTY AND MADISON FINANCL\L CORP. CIVIL NO.LR-C-

89-807^ [2/25/91]

•RESPONSE TO MOTION TO DISMISS, SETH V/ASD V. RTC AS CONSERVATOR FOR NUDISON
GUARANTY AND MADISON FINANCL^' [2/19/91]
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AFFIDAVIT OF DAVID M. SWISS, MANAGING ATTY FOR KANSAS CITY CONSOLIDATED
OFFICE ON BEHALF OF RTC IN THE MATTER OF SETH WARD V. RTC AS CONSERVATOR.
[2/19/91]

BRIEF IN SUPPORT OF RESPONSE TO MOTION TO DISMISS, SETH WARD VS. RTC AS

CONSERVATOR" [2/19/91]

MOTION TO DISMISS BY W/iRD \S ACTION WITH PREJUDICE PURSU/»lNT TO RULE 41(b) OF
FEDERAL RULES OF CIVIL PROCEDURE, SETH WARD V. RTC AS CONSERVATOR FOR MADISOr
GUARANTY AND MADISON FINANCLM-' [2/5/91]

RESPONSE TO MOTION TO TERMINATE ADMINISTRATIVE STAY, SETH W/iRD V. RTC AS
CONSERVATOR FOR MADISON GUARANTY ASD MADISON FINANCDU, CORP." [2/5/91]

•MEMORANDUM OF LAW IN SUPPORT OF MOTION TO DISMISS, SETH WARD V. RTC AS
CONSERVATOR FOR MADISON GU/lRANTY /iND MADISON FINANCIAL CORP.* [2/5/91]

MOTION TO TERMINATE ADMINISTRATIVE STAY, SETH WARD V. RTC AS CONSERVATOR FO
MADISON GU/iRANTY AND MADISON FINANCL^L CORP.' [1/25/91]

•MOTION FOR S/lNCTIONS AND MOTION TO STRIKE, SETH WARD V. RTC AS CONSERVATOR
FOR MADISON GUARANTY AND MADISON FINANCLO, CORP.* [1/11/90]

•EXHIBIT A: LETTER TO THE HONORABLE JUDGE REASONER. US DISTRICT JUDGE RE: SETH
y/ASD V. RTC AS CONSERVATOR EMERGENCY MOTION TO ENFORCE STAY OF PROCEEDINGS
FROM HARRY UGHT ON BEHALF OF RTC [10/30/89]

•EXHIBrr B: TRANSCRIPT OF HEARING BEFORE THE HONORABLE STEPHEN M.

REASONER....SETH WARD V. RTC AS CONSERVATOR FOR MADISON GUARANTY &. MADISON
FINANCIAL* EUGENIE M. POWER, OFHCL^L COURT REPORTER, [11/21/89] FILED [10/31/89]

•EXHIBIT C: /iFFIDAVIT OF THOMAS RAY IN RE: SETH W/iRD V. RTC AS CONSERVATOR FOR
MADISON GU/lRANTY & MADISON FIN/iNCIAL* [1/1 1/90]

•MEMORANDUM OF LAW IN SUPPORT OF MOTION FOR SANCTIONS AND MOTION TO STRIKE

SETH WARD V. RTC AS CONSERVATOR FOR MADISON GUARANTY &. MADISON FINANCLfL^

[1/11/90]

•RESPONSE TO MOTION FOR SANCHONS BY HARRY A. UGHT. SETH WARD V. RTC AS
CONSERVATOR FOR MADISON GU/iRAJ^TY &. MADISON FINANCL^L^ [1/20/90]

•AFFIDAVIT OF GEORGE PIKE, JR. IN RE: SETH WARD V. RTC AS CONSERVATOR FOR
MADISON GUARANTY & MADISON FINANCIAL* [1/22/90]

•EXHIBIT B: /"iFFIDAVIT OF DENNIS S. KLEIN IN RE: SETH WARD V. RTC AS CONSERVATOR
FOR MADISON GUARANTY &. MADISON FINANCL«iL^ [1/19/90]

•AFFIDAVIT OF HARRY A. UGHT IN RE: SETH WARD V. RTC AS CONSERVATOR FOR MAD1S0^
GUARANTY & MADISON FINANCD»lL' [1/23/90]



386

DOCUMENT (titU/dtscriptioit/datt)

"LETTER FROM DENNIS S. KLEIN. ESQ., ON BEHALF OF RTC AS CONSERVATOR FOR MADISON
GUARANTY &. MADISON FINANOAL V. SETH WARD, TO THOMAS RAY TO THOMAS RAY. ATT
FOR SETH WARD CITING VIOLATION OF ESCROW AGREEMENT AND 28 U.S.C. l-U^dO. RULE
1 1. FEDERAL RULES OF CIVIL PROCEDURE, AND THE STAY BY JUDGE REASONER" [1(V28-S9]

"APPELLEE'S MOTION 10 SUBSTITUTE COUNSEL, FDIC AS CONSERVATOR FOR MADISON
GUARANTY & MADISON FINANCL\L V. SETH WARD" [5/1/89]

BRIEF IN SUPPORT OF RESPONSE TO MOTION FOR SANCTIONS. SETH WARD V. RTC AS
CONSERVATOR FOR MADISON GUARANTY AND MADISON FINANCLAL" [1/30/90]

•RESPONSE TO MOTION TO STRIKE, SETH WARD VS. RTC AS CONSERVATOR FOR .MADISON
GUARANTY & MADISON FINANCLVL" (1/30/90]

"APPELLEE'S REPLY TO RESPONDENT'S RESPONSE TO MOTION FOR SANCTIONS, SETH WARD
VS. RTC AS CONSERVATOR FOR MADISON GUARANTY & MADISON FINANCL\L" [2^2/90]

"US COURT OF /U>PEALS: SETH WARD V. RTC AS CONSERVATOR FOR MADISON GU/iRANTY 4.

MADISON FINANCL«lL BRIEF FOR APPELLANT, NO. CA 89-1980EA' [11/30/89]

•US COURT OF APPEALS: SETH WARD V. RTC AS CONSERVATOR FOR MADISON GU/lRANTY 4
MADISON FINANCD»lL ADDENDUM FOR APPELLANT, NO. CA 89-I980EA- [4/28/89]

"US COURT OF APPEALS: SETH WARD V. RTC AS CONSERVATOR FOR MADISON GUARANTY 4
MADISON FINANCL\L ORDER, NO. CA 89-1980EA' [4/28/89]

•TRANSCRIPT OF PROCEEDINGS BEFORE THE HON. STEVEN REASONER, SETH WaRD VS.

FDIC [4/28/89]

"COURT REPORTER. PEGGE J, MERKEL'S CERTIHCATE FOR TRANSCRIPT OF PROCEEDINGS'

[5/12/89]

"ORDER REINFORCING THE GRANTING OF THE MOTION TO REMAND; DENYING THE
DEFENDANT. FDIC'S (AS CONSERVATOR FOR MADISON GUARANTY) REQUEST TO STAY
REMAND IN RE: SETH WARD, PLAINTIFF, VS. FDIC, CONSERVATOR FOR MADISO.N
GUARAhfTY" [5/22/89]

"US COURT OF APPEALS FOR THE EIGHTH CIRCUIT: SETH WARD V. RTC AS CONSERVATOR
FOR MADISON GUARANTY ON APPEAL, NO. CA 89-1980EA: APPENDIX FOR APPELLANT
(RTC...)' [3/10/89]

•US COURT OF APPEALS FOR THE EIGHTH CIRCUIT: SETH WARD V. RTC AS CONSERV ATOR
FOR MADISON GUARANTY ON APPEAL, NO. CA 89-1980EA: REPLY BRIEF OF APPELLA.VT

(RTC...)- [ ]

•US DISTRICT COURT: VERIHCATION OF ADDITIONAL DOCUMENTS TO BE INCLLT)ED IN

RECORD (BY APPELLEE WARD. VL\ COUNSEL, SHULTS, RAY & KURRUS) IN RE: SETH V. aJO
V. RTC .\S RECEIVER FOR MADlSON GUARANTY AND MADISON FINANCLU. [8/2 -9 1]
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•ARKANSAS COURT OF APPEALS. RTC, AS CONSERVATOR FOR MADISON GUARANTY AND
MADISON FINANCIAL. MOTION FOR RELEASE OF RECORD FILED BY APPELLANT. RTC
(9/25/89]

•EXHIBIT A: NOTICE OF REMOVAL OF SETH WARD V. RTC AS CONSERVATOR... TO US
DISTRICT COURT FOR THE EASTERN DISTRICT OF ARKANSAS. WESTERN DIVISION FROM
CIRCUIT COURT OF PULASKI COUNTY. ARK. 2ND DIV (CASE NO. 87-7580) & ARKANSAS COURT
OF APPEALS (CASE NO. CA 89-1240' [9/29/89]

•EXmBIT B: IN THE ARKANSAS COURT OF APPEALS, RTC. AS CONSERVATOR FOR MADISON
GUARANTY SAVINGS AND LOAN. APPELLANT V. SETH WARD. APPELLEE: RESPONSE IN

OPPOSITION TO MOTION FOR RELEASE OF RECORD '

[10/3/89]

•(EXHIBIT A) IN US DISTRICT COURT, EASTERN DISTRICT OF ARKANSAS. WESTERN DIV: SETH

WARD. PLAINTIFF V. FDIC. CONSERVATOR FOR MADISON GUARANTY. DEFENDANT: ORDER
GRANTING THE PLAINTIFF'S MOTION TO REMAND* [4/28/89]

•(EXHIBrr B) IN US DISTRICT COURT, EASTERN DISTRICT OF ARKANSAS. WESTERN DIV: SETH

WARD. PLAINTIFF V. FDIC. CONSERVATOR FOR MADISON GUARANTY. DEFENDANT: ORDER
DENYING DEFENDANTS REQUEST FOR STAY OF MOTION TO REMAND" [5/22/89]

•(EXHIBIT Q IN ARKANSAS COURT OF APPEALS. NO. CA 89-124: RTC AS CONSERVATOR FOR
MADISON GUARANTY AND MADISON FINANCIAL. APPELLANT V. SETH WARD. APPELLEE:
MOTION TO DISMISS APPEAL OR AFFIRM JUDGMENT BY APPELLEE" [10/3/89]

"(EXHIBrr D) IN ARKANSAS COURT OF APPEALS, NO. CA 89-124: RTC AS CONSERVATOR FOR
MADISON GUARANTY AND MADISON FINANCLU,, APPELLANT V. SETH WARD. />lPPFI I FF
RESPONSE TO MOTION TO DISMISS APPEAL OR AFFIRM JUDGMENT AND MEMORANDUM OF
AUTHORrrmS in support thereof - filed by appellant, RTC.. .APPELLEE" [10/13/89]

"EXHIBrr A: WESTLAW FOUND DOCUMENT: "TRILAND HOLDINGS & CO..
PLAINTIFF/APPELLANT V. SUNBELT SERVICE CORP.. ET AL. FSUC AS RECEIVER FOR
SUNBELT SAVINGS ASSOC. OF TEXAS, DEFENDANTS/APPELLEES; TRILAND INVESTMENT
GROUP. PLAINTIFF-APPELLANT V. FSUC AS RECEIVER FOR SUNBELT SAVINGS. DEFENDANT-

APPELLEE; BRA20S P/lRK, INC. ET AL, PLAINTIFFS-APPELLANTS. V. FSUC. RECEIVER OF
MAINLAND SAVINGS ASSOCLVTION. DEFENDANT-APPELLEE; AMISTAD CONSTRUCTION CO..

PLAINTIFF-/1PPELLEE V. FSUC. AS RECEIVER FOR MAINLAND SAVINGS ASSOC.. DEFENDANT-
APPELLEE - CONSOLIDATED APPEALS" [7/22/89]

"LAW OR CHANCERY MANDATE, RTC AS CONSERVATOR FOR MADISON GUARANTY.
APPELLANT V. SETH WARD. APPELLEE. FROM PULASKI dRCUTT COURT. SECOND DIVISION -

APPELLANTS* MOTION FOR RELEASE OF RECORD DENIED; APPELLEE'S MOTION TO DIS.MISS

APPEAL OF AFFIRM JUDGMENT IS GRANTED." [10/25/89]

•/ARKANSAS COURT OF APPEALS: RTC AS CONSERVATOR FOR MADISON GUARANTY A.VD

MADISON FINANCL^L. APPELLANT V. SETH W/>lRD. APPELLEE: APPELLANTS' MOTION TO
RELEASE RECORD DENIED; APPEAL DISMISSED" [10/25/89]
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•EXHIBIT F: PETITION FOR REHEARING AND FOR RECALL OF MANDATE OR, IN THE
ALTERNATE, MOTION FOR RECONSIDERATION, RTC AS CONSERVATOR V SETH WARD IN

ARKANSAS COURT OF APPEALS' [1 1/13/891

•EXHIBIT G: APPELLEE'S RESPONSE IN OPPOSITION TO PETITION FOR REHEARING AND FOR
RECALL OF MANDATE OR. IN THE ALTERNATIVE, MOTION FOR RECONSIDERATION, RTC .^kS

CONSERVATOR V SETH WARD IN ARKANSAS COURT OF APPEALS' [1 1/17/89]

•LETTER FROM LESLIE W. STEEN. CLERK OF THE SUPREME COURT OF ARKANSAS COURT OF
APPEALS. TO HARRY A. LIGHT &. HOPKINS, SUTTER, HAMEL & PARK RE:CA89-124, RTC AS
CONSERVATOR FOR MADISON GUARANTY ET AL V. SETH WARD' (10/29/89]

•MOTION iO SUBSTITUTE PARTY. SETH WARD V. RTC AS CONSERVATOR FOR MADISON
GUARANTY ET AL V. SETH WARD^ [7/8/91]

•OFHCE OF THRIFT SUPERVISION: REPLACEMENT OF A CONSERVATOR WITH A RECEIVER.
MADISON GUARANTY - ISSUED UNDER DELEGATED AUTHORITY* [10/30/90]

•JUDGMENT IN FAVOR OF SETH WARD VS. RTC, AS CONSERVATOR FOR MADISON GUARANTY
ET AL V. SETH WARD^ [7/31/91]

•TRANSCRIPT OF HEARING BEFORE THE HONORABLE STEPHEN M. REASONER, CASE NO. LR-

C-89-807, SETH WARD, PLAINTIFF V. RTC, AS CONSERVATOR FOR MADISON GUARANTY ET
KL' [8/11/91]

•BRIEF FOR THE RESPONDENTS IN OPPOSITION, SUPREME COURT OF THE US, SETH WARD.
PETITIONER V. RTC AS RECEIVER FOR MADISON GUARANTY ET AL (NO.92-935)- [OCT. TERM
1992]

•PETITION FOR A WRIT OF CERTIORARI TO THE US COURT OF APPEALS FOR THE EIGHTH

CIRCUIT, SETH WARD. PETITIONER, V. RTC /iS RECEIVER FOR MADISON GUARANTY ET AL

(i'.'0.92-935)' [OCT. TERM 1992]

•STIPULATION OF DISMISSAL WITH PREJUDICE AGAINST /iLL CLAIMS AND COUNTERCLAIMS
AGAINST EACH OTHER AND TO THE FINAL DISMISSAL OF THE ACTION, SETH WARD V. RTC
AS RECEIVER FOR MADISON GUARANTY ET AL (NO.92-935)' [4/30/93]

•SETTLEMENT AGREEMENT AND RELEASE. SETH WARD V. RTC AS RECEIVER FOR MADISON
GUARANTY ET AL (NO.92-935)" [4/30/93]

•US COURT OF APPEALS EIGHTH CXRCUIT CALENDAR NOTICE TO COUNSEL AND JUDGES.
DIVISION I.n.ra* [5/93]

•REPLY TO OPPOSITION TO PLAINTIFF'S MOTION TO STAY DEFENDANTS' MOTION FOR
SUMMARY JUDGMENT. ETC., SETH WARD V. RTC AS CONSERVATOR FOR MADISON
GUARANTY ET AL (CIVIL NO. LR-C-89-807)' [2/4/93]
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•OPPOSITION TO PLAINTIFF'S MOTION TO STAY CONSIDERATION OF RTC'S MOTION FOR
SUMMARY RIDGMENT, ETC., SETH WARD, PLAINTIFF, V. RTC AS RECEIVER FOR MADISON
GUARANTY AND MADISON FINANCL\L" {1/22/93]

•BRIEF IN SUPPORT OF MOTION FOR SUMMARY RTDGMENT OR. IN THE ALTERNATIVE,
RENEWED MOTION FOR RELIEF FROM JUDGMENT AND MOTION FOR REINSTATEMENT OF
ESCROW FUNDS" [12/15/92]

•/^FTDANTT BY LANIS YARBROUGH EN RE SETH WARD V. RTC AS RECEIVER FOR MADISON
GU/lRANTY and MADISON FINANCL*lL (IN STATE OF KANSAS, COUNTY OF JOHNSON)'
[12/1(V92]

•AFFIDAVIT BY CARLEEN RY/^ EN RE SETH WARD V. RTC AS RECEIVER FOR MADISON
GUARANTY AND MADISON FINANCIAL (IN STATE OF MISSOURI. COUNTY OF JACKSON)'
[12/1(V92]

•MADISON GUARANTY S&L ASSOC. BOARD OF DIRECTORS MTG MINUTES^ [9/17/87]

•REPLY TO RESPONSE TO PETITION FOR STAY OF MANDATE, SETH WARD V. RTC, AS
RECEIVER FOR MADISON GUARANTY &. MADISON FINANCUU- IN THE US COURT OF APPEALS.
EIGHTH DISTRICT, NO. CA 91-3015 EALR* [9/17/92]

•RESPONSE TO PETITION FOR STAY OF MANDATE, SETH WARD, APPELLEE, V. RTC. AS
RECEIVER FOR MADISON GUARANTY & MADISON FINANCL«lL, APPELLANTS, IN THE US
COURT OF APPEALS, HGHTH DISTRICT, NO. CA 91-3015 EALR" [9/9/92]

•PETITION FOR STAY OF MANDATE. SETH WARD, PLAINTIFF-APPELLEE, V. RTC. AS RECEIVED
FOR MADISON GUARANTY St MADISON FINANCL^L, DEFENDANTS-APPELLANTS. IN THE US
COURT OF APPEALS, EIGHTH DISTRICT, NO. CA 91-3015 EALR^ [9/8/92]

•VERIFIED BILL OF COSTS INCURRED BY RTC AS PER HARRY UGHT EN RE: SETH WARD.
PLAINTIFF-APPELLEE, V. RTC, AS RECEIVER FOR MADISON GU/>iRANTY &. MADISON
FINANCIAL, DEFENDANTS-APPELLANTS, IN THE US COURT OF APPEALS, OGHTH DISTRICT.
NO. CA 91-3015 EALR^ [8/12)92]

•US COURT OF APPEALS, EIGHTH DISTRICT, NO. CA 91-3015 EALR, ORDER DENYING PETmON
FOR REHEARING AND SUGGESTION FOR REHEARING EN BANC EN RE: SETH WARD.
APPELLEE. V. RTC, AS RECHVER FOR MADISON GUARANTY & MADISON FINANCIAL.
APPELLANT- [9/3/92]

•PEirnON FOR REHEARING WITH SUGGESTION FOR REHEARING EN BANC: SETH WARD.
PLAINTIFF-APPELLEE. V. RTC. AS RECETVFJl FOR MADISON GUARANTY &. MADISON
FINANCIAL. DEFENDANTS-APPELLANTS. IN THE US COURT OF APPEALS, EGHTH DISTRJCT.
NO. CA 91-3015 EALR* [8/10/92]
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•APPEAL FROM THE US DISTRICT COURT FOR THE EASTERN DISTRICT OF ARKANSAS IN THE
US COURT OF APPEALS FOR EIGHTH. REVERSE AND REMAND BY APPELLANTS EN RE: SETH
WARD, APPELLEE V. RTC AS RECEIVER FOR MADISON GUARANTY & MADISON FINANCIAL.
DEFENDANTS-APPELLANTS. NO. 9L-3015EA. STJBMITTED [5/12/92] FILED p/20/92)

•SETH WARD: LITIGATION AND PROOFS OF CLAIM. PART H OF IV PARTS' (COVER PAGE)

•MEMORANDUM IN SUPPORT OF THE FSUC'S MOTION FOR RECONSIDERATION OR.
ALTERNATIVELY. TO STAY REMAND OF THIS ACTION PENDING APPEAL. SETH WARD VS.

FDIC. CONSERVATOR FOR MADISON GUARANTY, NO. LR-C-89-180" [S/77/87J

•FEDERAL HOME LOAN BANK BOARD APPOINTMENT OF CONSERVATOR FOR MADISON
GUARANTY ISSUED UNDER DESIGNATED AUTHORITY. NO. 89-483P W/ ATTACHMENT
[2/28/89]

•FEDERAL HOME LO/lN BANK BOARD AUTHORIZATION TO RECEIVE PAYMENTS AND HONOR
WITHDRAWALS, MADISON GUARANTY, ISSUED UNDER DELEGATED AUTHORITY. N0.89-484p-

[2/28/89]

•FEDERAL HOME LO/»lN BANK BOARD AUTHORIZATION TO INDEMNIFY SPECIAL
REPRESENTATIVES OF CONSERVATOR. MADISON GUARANTY. N0.89-485p^ [2/28/89]

•FEDERAL HOME LOAN BANK BOARD APPOINTMENT OF CONSERVATOR FOR MADISON
GUARANTY ISSUED UNDER DESIGNATED AUTHORITY, NO. 89-486P' [2/28/89]

•FEDERAL HOME LOAN BANK BOARD IMPLEMENTATION RESOLUTION, MADISON GUARANH
ISSUED UNDER DESIGNATED AUTHORITY, NO. 89-487p^ [2/28/89]

•MANAGEMENT AGREEMENT AMONG THE FEDERAL HOME LO/^ BANK BOARD, FSUC AND
FDIC [2/7/89]

•MOTION FOR RECONSIDERATION OR, ALTERNATIVELY. TO STAY REMAND OF THIS ACTION
PENDING APPEAL, SETH WARD VS. FDIC, CONSERVATOR FOR MADISON GUARANTY, NO. LR-

C-89-180- [5/12/89]

•TRANSCRIPT OF PROCEEDINGS BEFORE THE HONORABLE STEVEN REASONER. SETH WARD
VS. FDIC, /APPEARANCES: THOMAS RAY FOR PLAINTIFF AND GEORGE PIKE, FRIDAY.
ELDRIDGE & CLARK. FOR DEFENDANT* [4/28/89]

•PLAINTIFF'S REPLY TO DEFENDANTS RESPONSE IN OPPOSITION TO MOTION TO REMAND.
SETH WARD VS. FDIC. CONSERVATOR FOR MADISON GUARANTY. NO. LR-C-89-180 (ARK
COURT OF /APPEALS CO. CA 89-124)' [4/19/89]

•EXHIBIT A: 'STIPULATION AND CONSENT TO ENTRY OF ORDER TO CEASE AND DESIST' IN

THE MATTER OF MADISON GU/lRANTY. FEDERAL HOME LOAN BANK BOARD RESOLUTION
NO. 86-851, USA BEFORE THE FSUC [8/15/86]

•EXfflBTT B: FEDERAL HOME LOAN BANK RESOLUTION NO.86-851 - PROPOSED FINAL ORDER
TO CEASE AND DESIST.' [8/15/86]
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EXHIBIT C: 'ORDER TO CEASE AND DESIST CEASE AND DESIST' IN THE MATTER OF
MADISON GUARANTY, FEDERAL HOME LOAN BANK BOARD RESOLUTION NO.86-851, USA
BEFORE THE FSLIC" [8/15/86]

"RESPONSE OF FEDERAL DEPOSIT INSURANCE CORP. CONSERVATOR FOR MADISON
GUARNATY, IN OPPOSITION TO REMAND AND BRIEF IN SUPPORT, SETH WARD VS. FDIC.
CONSERVATOR FOR MADISON GUARANTY, NO.LR-C-89-I80" (4/14/89]

PLAINTIFF'S MEMORANDUM OF LAW IN SUPPORT OF MOTION TO REMAND, SETH WARD VS

FDIC, CONSERVATOR FOR MADISON GUARANTY, NO.LR-C-89-180- [3/22/89]

•NOnCE OF REMOVAL, SETH WARD VS. FDIC, CONSERVATOR FOR MADISON GUARANTY.
NO.LR-C-89-I80" [3/10/89]

ORDER REWARDING WARD ATTORNEY'S FEES ASD COSTS AS SANCTIONS, SETH WARD VS.

FDIC, CONSERVATOR FOR MADISON GU/^JUNTY, NO.LR-C-89-180" [9/14/90]

•LETTER VL^ TELECOPY TO ST.VRAIN, CLERK, US COURT OF APPEALS OF THE EIGHTH
DISTRICT, FROM THOMAS RAY. SHULTS, RAY & KURRUS ON BEHALF OF SETH WARD V. FDIC
ET AL RE; EXPIRATION OF TIME FOR FILING OF RESPONSE* [7/1 1/89]

•LTR FR GEORGE PIKE, JR., FRIDAY, ELDREDGE & CLARK, ON BEHALF OF FDIC AS

CONSERVATOR. ET AL. TO LESLIE STEEN, CLERK, ARK COURT OF APPEALS, REQUESTING
ACCEPTANCE OF RESPONSE OF APPELLEE AS TIMELY, AS WELL AS DENIAL OF RESPONSE ON
MERITS' [7/12/89]

•LTR FR. ROBERT ST.VRAIN, CLERK. US COURT OF APPEALS FOR THE EIGHTH CIRCUIT, TO
JEDDELOH, FDIC. PIKE, FRIDAY.ELDREDGEACLARK. BATES, HOPKINS,SUTTER.HAMEL Sc

PORK IN RE;FSUC ORDER* [6/21/89]

"US COURT OF APPEALS, 8TH DISTRICT.NO 89-1961, IN RE FSUC, PETITIONER: ON PETITION
FOR WRIT OF MANDAMUS TO THE US DISTRICT COURT FOR THE EASTERN DISTRICT OF
ARKANSAS, ORDER DENYING MOTION OF PETITIONER FOR EMERGENCY STAY OF ORDER OF
REMAND; PETmON FOR WRIT OF MANDAMUS STILL PENDING^ SUBMITTED [6/15/89] FILED

[6/21/89]

•LTR FR GEORGE PIKE REQUESTING CLERK TO FILE NOTICE OF APPELLANT TO FILE
SEPARATE APPENDIX, IN RE SETH WARD V. FDIC, ET AL^ [6/26/89]

NOTICE OF APPELLANT TO FILE SEPARATE APPENDIX, SETH WARD, APPELLEE, V FDIC. AS
MANAGER FOR FSUC, CONSERVATOR FOR MADISON GUARANTY S&L^ [6/26/89]

•RESPONSE IN OPPOSITION TO FDIC'S EMERGENCY MOTION TO STAY ORDER OF REMAND
PENDING DISPOSITION OF PETITION FOR WRIT OF MANDAMUS, IN RE: FSUC, AS
CONSERVATOR OF MADISON GUARANTY, BY FDIC, AS MANAGER FOR THE CONSERVATOR.
PETITIONER, V. SETH WARD, RESPONDENT* [6/14/89]
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•EXHIBrr A: STIPULATION Se. CONSENT TO ENTRY OR ORDER TO CEASE AND DESIST, IN THE
MATTER OF MADISON GUARANTY, FHLBB (FED HOME LOAN BANK BOARD) BEFORE FSLIC
[8/15/86]

•EXHIBIT B: ORDER TO CEASE AND DESIST, IN THE MATTER OF MADISON GUARANTY. FHLHr
BEFORE FSUC* [8/15/86]

•EXHIBIT C: ESCROW AGREEMENT B/N SETH WARD, MADISON GUARANTY. & NORTHERN
B/IlNK & TRUST* [10/4/88]

•EXHIBIT D: FIRST CLASS ENVELOPED ADDRESSED TO THOMAS RAY*

•EXHIBIT E: SETH WARD V. FDIC, CONSERVATOR, NOTICE OF REMOVAL^ [3/10/89]

•EXHIBIT F: ORDER DENYING MOTION FOR STAY REMAND. IN RE: SETH WARD V. FDIC,
CONSERVATOR FOR MADISON GUARANTY* [5/22/89]

•EXHIBIT G: MOTION TO REMAND IN RE: SETH WARD V. FDIC, CONSERVATOR FOR MADISON
GUARANTY* p/22/89)

•EXHIBIT H: PLAINTIFF'S MEMORANDUM OF LAW IN SUPPORT OF MOTION TO REMAND N R£
SETH WARD V. FDIC, CONSERVATOR FOR MADISON GU/IlRANTY* [3/22/89]

•EXHIBIT I: PLAINTIFF'S REPLY TO DEFENDANTS' RESPONSE IN OPPOSITION TO MOTION TO
REMAND N RE: SETH WARD V. FDIC, CONSERVATOR FOR MADISON GUARANTY* [4/19/89]

•LETTER FR GEORGE PIKE ON BEHALF OF FDIC TO CLERK. US COURT OF APPEALS. 8TH
CIRCUIT RE: NO.89-1980EA, SEIH WARD V FDIC ET AL, CERTIHCATE ATTACHMENT FOR
FILING* [6/23/89]

•CERTmCATE OF INTERESTED PERSONS. SETH WARD V FDIC AS MANAGER FOR FSLIC.

CONSERVATOR FOR MADISON GUARANTY* [6/23/89]

•APPEARANCE DOCUMENT, GEORGE PIKE, JR., FOR FDIC*

•EXHIBIT F: ORDER DENYING MOTIGN FOR STAY REMAND, IN RE: SETH WARD V. FDIC.
CONSERVATOR FOR MADISON GUARANTY* [5/22/89] FILED [5/23/89]

•EXHIBIT I: PLAINTIFF'S REPLY TO DEFENDANT RESPONSE IN OPPOSITION TO MOTION TO
MOTION TO REMAND N RE: SETH WARD V. FDIC, CONSERVATOR FOR MADISON GUARANTY"
[4/19/89]

•DEFENDANT'S REPLY TO PLAINTIFF'S OPPOSITION TO FDIC'S MOTION TO RECONSIDER OR
STAY ORDER OF REMAND, SETH WARD V. FDIC. CONSERVATOR FOR MADISON GUARANTY*
[5/22/89]

•BRIEF OF APPELLANTS, SETH WARD. APPELLEE V RTC, RECEIVER FOR MADISON GUARA.V7"
& MADISON FINANCL\L, APPELLANTS IN THE US COURT OF APPEALS. 8TH CIRCUIT. NO 91-

3015EA*
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JUDGMENT ATTACHMENT (NO. LR-C-89-807) UNDER APPEAL" [7/31/91]

APPENDK FOR APPELLANTS SETH WARD. APPELLEE V RTC, RECEIVER FOR MADISON
GUARANTY &. MADISON FIN/iNCIAL, APPELLANTS IN THE US COURT OF APPEALS, 8TH
CIRCUIT, NO.91-30I5EA'

"/"iPPENDIX FOR APPELLANTS SETH WARD, APPELLEE V RTC. RECEIVER FOR MADISON
GUARANTY & MADISON FINANCIAL, APPELLANTS IN THE US COITKT OF />lPPEALS, 8TH
CIRCUIT, NO.91-3015EA'

•APPENDDC table OF CONTENTS"

•USDC CIVIL DOCKET, WARD V. RTC AS RECEIVER FOR MADISON GUARANTY & MADISON
FINANCIAL- FILED [9/25/891

•COMPLAINT OF SETH WARD VS. MADISON GUARANTY AND MADISON FINANCIAL
CORPORATION" [9/2/87]

LFTTER TO SETH WARD FROM HM MCDOUGAL RE: LAND NORTH OF 145TH STREET &
UTILITY PLANTS' [9/3/85]

•SETH WARD LTR TO JAMES MCDOUGAL RE: AGREEMENT CONCERNING PROPERTY OWNED
BY INDUSTRIAL DEVELOPMENT CO.- [9/24/85]

•/lDDENDUM TO AGREEMENT BETWEEN SETH WARD /lND JAMES C. MCDOUGAL RE: LITTLE

ROCK SOUTH INDUSTRIAL PARK" [9/24/85]

•IN THE CIRCUIT COURT OF PULASKI COUNTY. /iRKANSAS. SECOND DIVISION. SETH WARD V
MADISON GU/>lRANTY SAVINGS &. UOMi ASSOCIATION. AND MADISON FINANCIAL
CORPORATION: ANSWER TO NO.87-7580 IN DEFENSE- [9/22/87]

•SETH WARD V. MADISON GUARANTY /»lND MADISON FINANCIAL, NO 87-7580:

COUNTERCLAIM OF DEFEND/ANTS V. PLAINTIFF' [6/2/88]

•EXHIBIT A TO COUNTERCLAIM, DEFENDANTS. MADISON GU/lRANTY, ET AL, V. PLAINTIFF,
SETH WARD: CONSUMER BUSINESS LOAN DOCUMENT^ [6/10/86]

-SETH WARD V. MADISON GUARANTY AND MADISON FINANCIAL, NO 87-7580: CAPTION &
APPEARANCES OF COUNSEL AND WITNESSES, EXAMINATIONS AND CROSS-EXAMINATIONS"

[8/30<fe31/88]

•PROCEEDINGS OF COUNSEL AND WITNESSES, EXAMINATIONS AND CROSS-EXAMINATIONS,
SETH WARD V. MADISON GUARANTY AND MADISON FINANCIAL, NO 87-7580' [8/30&31/88]

•PROCEEDINGS OF COUNSEL /^ND WITNESSES, EXAMINATIONS /"iND CROSS-EXAMINATIONS.
SETH WARD V. MADISON GUARANTY AND MADISON FIN/>lNCIAL. NO 87-7580 (PAGES 92-1 16)"

[8/30&31/88]
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PROCEEDINGS OF COUNSEL AND WITNESSES, EXAMINATIONS AND CROSS-EXAMINATIONS
SETH WARD V. MADISON GUARANTY AND MADISON FINANCIAL. NO 87-7580 (PAGES 117-169')-

[8/30&31/88]

PROCEEDINGS OF COUNSEL AND WITNESSES, EXAMINATIONS AND CROSS-EXAMINATIONS
SETH WARD V. MADISON GUARANTY AND MADISON FINANCIAL, NO 87-7580 (PAGES
171,177,179)" (8/30&31/88]

•PROCEEDINGS OF COUNSEL AND WITNESSES, EXAMINATIONS AND CROSS-EXAMINATIONS.
SETH WARD V. MADISON GUARANTY AND MADISON FINANCL«lL. NO 87-7580 (PAGES 192-201)"

(8/30&31/88]

"IN THE CIRCUIT COURT OF PULASKI COUNTY. SbTH WARD VS. MADISON GUARANTY &
MADISON FINANCL^L: JUDGMENT" [9/6/88]

"IN THE CIRCUIT COURT OF PULASKI COUNTY. SETH WARD VS. MADISON GUARANTY &
MADISON FINANCL\L: ORDER AWARDING DAMAGES AND ATTORNEYS' FEES" [9/30/88]

•IN THE CIRCUrr COURT OF PULASKI COUNTY, SETH WARD VS. MADISON GUARANTY &
MADISON FINANCL«iL: NOTICE OF APPEAL AND DESIGNATION OF RECORD" [10/6/88]

•US DISTRICT COURT, IN THE EASTERN DISTRICT OF ARKANSAS WESTERN DIViSION, SETH
WARD VS. RTC, AS CONSERVATOR FOR MADISON GUARANTY & MADISON FINANCIAL (NO.LR
C-89-8070: NOTICE OF REMOVAL" [9/25/89]

•SETH WARD VS. RTC, AS CONSERVATOR FOR MADISON GUARANTY & MADISON FINANCL^L
(NO.LR-C-89-8070: ORDER GRANTING REHEARING OF PREVIOUS DECISION DISMISSING
DEFENDANTS APPEAL OF THE REMAND ORDERS [10/25/89]

"SETH WARD VS. RTC, AS CONSERVATOR FOR MADISON GUARANTY &. MADISON FINANCIAL

(NO.LR-C-89-8070: ORDER GRANTING DEFENDANT'S MOTION TO TEP-MINATE
ADMINISTRATIVE STAY AND SCHEDULING OF HEARING TO DISCUSS FURTHER MATTERS"

[7/3/91]

•SETH WARD VS. RTC. AS CONSERVATOR FOR MADISON GUARANTY & MADISON FINANCIAL

(NO.LR-C-89-8070: MOTION TO SUBSTFUTE PARTY* [7/8/91]

"OTS REPLACEMENT OF CONSERVATOR WITH A RECEIVER. MADISON GUARANTY. ISSUED
UNDER DELEGATED AUTHORITY, RECITALS" [10/30/90]

"US DISTRICT COURT. IN THE EASTERN DISTRICT OF ARKANSAS WESTERN DIVISION. SETH
WARD VS. RTC, AS CONSERVATOR FOR MADISON GUARANTY & MADISON FINANCIAL (NO.LR
C-89-8070: ORDER GRANTING SUBSTITUTION OF RTC AS RECEIVER IN PLACE OF AS

CONSERVATOR* [7/9/91]

"SETH WARD V. RTC AS RECEIVER FOR MADISON GUARANTY AND MADISON FINANCIAL:
MOTION FOR RELIEF FROM HnXjMENT" [6/11/91]
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"US DISTRICT COURT, IN THE EASTERN DISTRICT OF ARKANSAS WESTERN DIVISION, SETH
WARD VS. RTC. AS CONSERVATOR FOR MADISON GUARANTY & MADISON FINANCIAL (NO LR
C-89-8070: TRANSCRIPT OF HEARING BEFORE THE HONORABLE STEPHEN M. REASONER, US
DISTRICT JUDGE.- [7/19/91]

•SETH WARD V. RTC AS RECEIVER FOR MADISON GUARANTY AND MADISON FINANCL\L:
NOTICE OF APPEAL" [8/30/91]

"US DISTRICT COURT, IN THE EASTERN DISTRICT OF ARKANSAS WESTERN DIVISION, SETH
WARD VS. RTC, AS CONSERVATOR FOR MADISON GUARANTY & MADISON FIN/>lKCIAL (NO.LR
C-89-8Cr7n: TRANSCRIPT OF HEARING BEFORE THE HONORABLE STEPHEN M. REASONER, US
DISTRICT JUDGE." [10/30/89]

•ARKANSAS COURT OF APPEALS, RTC AS CONSERVATOR... V. SETH WARD, APPELLEE - LAW
OR CHANCERY MANDATE" [10/25/89]

PLAINTIFF'S EXHIBn 12 (87-7580): BUSINESS INVESTMENT LOAN DOCUMENT" [10/15/85]

•DEFENDANT'S EXHIBIT: LETTER FROM SETH WARD TO JIM MCDOUGAL RE: PROPERTY
COMMONLY REFERRED TO AS ALL LAND OWNED BY INDUSTTUAL DEVELOPMENT CO."

[9/24/85]

•DEFENDANT'S EXmBFT 5 (87-7580): LETTER FROM SETH WARD TO JIM MCDOUGAL MARKED
'VOID'" [9/24/851

"PLAINTIFF'S EXHIBIT 4 (87-7580): LETTER FROM SETH WARD TO JIM MCDOUG/U. RE:

PROPERTY COMMONLY REFERRED TO AS ALL LAND OWNED BY INDUSTRIAL DEVELOPMENT
CO. AND CERTAIN IMPROVEMENTS THEREON, AGREEMENT* [9/24/85]

"/U)DENDUM TO AGREEMENT B/N SETH WARD Sl JAMES B. MCDOUGAL" [9/24/85]

SETH WARD - COMMISSIONS, MADISON FINANCDU- CORP. DEFENDANT'S EXHIBrr 21'

"MADISON FINANCL>lL CORP. COMMISSION ACCOUNT - DL^E SETH WARD RE: SALE OF
PROPERTY ACQUIRED FROM LTTTLE ROCK INDUSTRIAL DEVELOPMENT CO. SIGNED BY
JAMES B. McDOUGAL. DEFENDANT'S EXHIBIT 15* [7/10/86]

"BLANK PAGE"

"SETH W/IlRD LOAN HISTORIES CHART, DEFENDANT'S EXHIBIT 27"

"WORKSHEET: COMMISSION ACCOUNT - DUE SETH WARD" [7/1/86]

OPTION TO PURCHASE REAL ESTATE GRANTED BY SETH WARD AND WIFE. YVONNE ANNA
WARD, TO MADISON FINANCL^L CORP." [5/1/86]

•MADISON GUARANTY S<5^: NOTE MODmCATION FOR SETH WARD" [6/6/86]

MADISON GUARANTY S&L: NOTE MODIHCATION" [6/6/86]
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MADISON GUARANTY S&L: NOTE MODIFICATION' [6/9/86]

FEDERAL HOME LOAN BANK BOARD RESOLUTION NO.86-851: APPROVAL AM) ISSU.ANCE OF
PROPOSED STIPULATION AND CONSENT TO ENTRY OF ORDER TO CEASE AND DESIST*
[8/15/86]

US BEFORE FSUC. FEDERAL HOME LOAN BANK BOARD RES. 4^86-851 IN THE MATTER OF
MADISON GUARANTY: ORDER TO CEASE AND DESIST^ [8/15/86]

•RULES AND REGULATIONS OF THE ARKANSAS S&L ASSOCL\TION BOARD^

•IN US DISTRICT COURT, EASTERN DISTRICT OF ARKANSAS. WESTERN DIV.: ECONO-WaY
HOMES, INC., PLAINTIFF, (CIVIL NO.LR-C-89-230) V. GLENN JANAC & RTC AS CONSERVATOR
FOR MADISON GUARANTY, DEFENDANTS; CROSS-COMPLAINT BY RTC, CONSERVATOR FOR
MADISON GUARANTY, COUNTER-CLAIMANT, V. GLENN JANAC &. ECONO-WAY HOSCES, INC.,

CROSS-DEFENDANT, COUNTER-DEFEND/>lNTS; GLENN JANAC AND ECONO-WAY HOSCES. INC
CROSS-COMPLAINANT V RTC, CONSERVATOR, CROSS-DEFENDANT; RTC, CONSERVATOR FOF
MADISON GUARANTY, PLAINTIFF V. J&K PAVING, INC,KETCHER &. CO., INC.. CARTTJNES,
INC.. & W. ELLIS ARNOLD ID. DEFENDANTS: ORDER GRANTING RTC'S MOTION FOR RELIEF
FROM JUDGMENT, VACATING AWARDING JANAC A $200,000 SET-OFF AG/UNST THE
JUDGMENT AWARDED MADISON ON ITS PROMISSORY NOTE. DENYING MOTION FOR A NEW
TRIAL. AND DIRECTING RTC TO SUBMIT A PRECEDENT FOR JUDGMENT IN CONFORSOTY
WITH THE ORDER W/I 15 DAYS^ p/9/90]

•CHAP. 16. PG. 381 FDIC - STATUTE OF LIMITATIONS, AGREEMENT AS BASIS OF CL-AINI.

AGREEMENTS AGAINST INTERESTS OF CORPORATION*

•FEDERAL REGISTER, RULES AND REGULATIONS - OPERATIONS: 563.9-8, REGULATICS" OF
DIRECT INVESTMENT rNEQUTTY SECURITIES, REAL ESTATE. SERVICE CORPORATIONS. .AND
OPERATING SUBSIDIARIES^ [2/19/851

•HARRY A. UGHT (FRIDAY, ELDREDGE Sc CLARK) LTR TO CASE MGR, US COURT OF .APPEAL.'

RE: NO 91-3015 EARL; SETH WARD V. RTC AS RECEIVER FOR MADISON GUARANTY ET KL:

REVISED ADDENDUM ATTACHED FOR INCLUSION IN APPELLANTS' BRIEF* [11/19 9'.]

•REVISED ADDENDUM FOR INCLUSION IN APPELLANTS' BRIEF - PROVIDED TO COLTIT AND
APPELLEE" [11/19/91]

•CmCUTT COURT OF PULASKI COUNTY, 2ND DIV: JUDGMENT IN RE SETH WARD VS .V1.ADIS0.'

GUARANTY ET AL: $353,502.57 DUE PLAINTIFF. PLUS 10% INTEREST* [9/6/8?]

EXCERPTS FROM EUGENIE POWER'S TRANSCRIPTS IN WHICH COURT RECO.VO.tENI>S

JUDGMENT. IN EFFECT ADOPTING THE STATE COURT JUDGMENT... •

EXCERPTS FROM COURT TRANSCRIPTS: WTTNESS. . TESTIMONY^ [
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•EXCERPTS FROM COURT TRANSCRIPTS: WITNESS, . TESTIMONY IN WHICH
DEFENDANTS EXMBIT 3 IS DISCUSSED, FINANCIAL CORP. TAKING AN OPTION TO
PURCHASE...TO PAY COMMISSIONS TO SETH WARD; CROSS-EXAMINATION" [ ]

•EXCERPTS FROM COURT TRANSCRIPTS: WITNESS,[APPEARS TO BE FORMER ACCOUNTANT
AT MADISON FINANCIAL], TESTIMONY IN WHICH WITNESS IS ASKED TO DISCUSS SALE OF
PROPERTY AT 1-30 AND SCOTT HAMILTON, COMMISSIONS PAID THAT SHOULD HAVE BEES-
EXPENSED ON THE BOOKS OF THE CORPORATION, AND HOW BONUSES ON PROFITS WERE
CALCULATED (PAID ON THE RED ROOF INN). ALSO. WITNESS IS ASKED ABOUT DEFENDANTS
EXHIBrr 40. IN CROSS-EXAMINATION, MR. YOUNG IS ASKED ABOUT FIGURES CREDITED
AGAINST MR. WARD'S NOTE AND RECORDING OF NOTES AND/OR LOAN PROCEEDS..."

•EXCERPTS FROM COURT TRANSCRIPTS: WITNESS. MR. YOUNG, DISCUSSING DEFENDANTS-
EXHIBIT 40, PLAINTIFFS' EXHtBITS 4 & 5, DOCUMENTS MISSING FROM FILES. CHANGING OF
LOCATIONS AND •PREPARATION" FOR UPCOMING FED. HOME LOAN BANK EXAMINERS -

ALLEGED COVER-UP"

"PLAINTIFF'S EXHIBIT 5: VOIDED LETTER, SETH WARD TO JIM MCDOUGAL" [9/24/85]

•PLAINTIFF'S EXHIBIT 5: LETTER. SETH WARD TO HM MCEKJUGAL" [9/24/85]

"IN THE US COURT OF APPEALS FOR THE EIGHTH CIRCUIT, NO. CA 91-3015 EALR, SETH WARI
V. RTC AS RECEIVER FOR MADISON GUARANTY, AND MADISON FINANCLU, CORP. BRIEF OF
APPELLEE - BY THOMAS RAY, SHULTS, RAY & KURRUS [12/19/91]

•ARK. COURT OF APPEALS (NOT DESIGNATED FOR PUBUCA-RON), APPELLANTS' MOTION TO
RELEASE RECORD DENIED, RTC AS CONSERVATOR & MADISON FINANCLM-, APPELLANiS V.

SETH WARD, PER CURIAM" [10/25/89]

"IN THE US COURT OF APPEALS FOR THE HGHTH CIRCUIT. NO. CA 91-3015 EALR, SETH WaRI
V. RTC AS RECEIVER FOR MADISON GUARANTY. AND MADISON FINANCL\L CORP.
SUPPLEMENTAL APPENDIX FOR APPELLEE - BY THOMAS RAY. SHULTS. RAY ic KURRUS [

1

"ARK. COURT OF APPEALS, APPELLANTS* RESPONSE IN OPPOSITION TO PETITION FOR
REHEARING AND FOR RECALL OF MANDATE OR. IN THE ALTERNATIVE. MOTION FOR
RECONSIDERA-nON* RTC CONSERVATOR FOR MADISON GUARANTY & MADISON FINANCIAL.
APPELLANTS V. SETH WARD. PER CURL^M' [10/17/89]

"SETH WARD: LITIGATION AND PROOFS OF CLAIM: PART m OF IV PARTS*

"US DISTRICT COURT: MOTION FOR RECONSIDERATION OR, ALTEP.NA"nVELY, TO STAY,
REMAND OF THIS ACTION PENDING APPEAL. SETH WARD V. FDIC, CONSERVATOR FOR
MADISON GUARANTY" [5/12/89]

"US DISTRICT COURT: MEMORANDUM IN SUPPORT OF THE FSUC'S MOTION FOR
RECONSIDERA-nON OR, ALTERNATIVELY, TO STAY, REMAND OF THIS ACTION PENDING
APPEAL, SETH WARD V. FDIC, CONSERVATOR FOR MADISON GUARANTY" [5/12/89]



398

DOCUMENT (Me/description/date)

US COURT OF APPEALS: EMERGENCY MOTIGN TO STAY ORDER OF REMAND PENDCNG
DISPOSITION OF PETITION FOR WRIT OF MANDAMUS IN RE: FSLIC, IN ITS CAPACITY AS
CONSERVATOR OF MADISON GUARANTY, BY FDIC, AS MANAGER FOR THE CONSERVATOR,
PETITIONER* [6/13/891

•ORDER DENYING MOTION FOR STAY BY DEFENDANT, FDIC. CONSERVATOR* [5/Zl-?91

•ORDER GRANTING MOTION TO REMAND. SETH WARD VS. FDIC. CONSERVATOR FOS
MADISON GUARANTY* [4/28/89]

*US DISTRICT COURT: TRANSCRIPT OF PROCEEDINGS BEFORE HON. STEVEN REASONER. SET}
WARD VS. FDIC* [4/28/89]

*LTR TO ST.VRAIN. CLERK, US COURT OF APPEALS RE: WARD V. FDIC AS CONSERVATOR, FR
GEORGE PDCE REQUESTING FILING OF /iPPELLANTS" FORM A. PETITION FOR WRIT OF
MANDAMUS, EMERGENCY MOTION TO STAY ORDER OF REMAND PENDING DISPOSITION OF
PETITION FOR WRIT OF MANDAMUS* [6/13/89]

•US DISTRICT COURT: NOTICE OF APPEALS, IN RE WARD V. FDIC, CONSERVATOR FOR
MADISON GUARANTY" [6/13/89]

*US COURT OF APPEALS - HGHTH CIRCUIT APPELLANTS' FORM A - APPEAL INFO FORM
FILED W/ NOTICE OF APPEAL; SETH WARD, /iPPELLEE, TOM RAY, SHULTS.RAY&KLTLRIS.
COUNSEL V. FDIC, MGR FOR FSUC, CONSERVATOR FOR MADISON GUARANTY. OF COUNSEL
GEORGE PDCE, FRIDAY.ELDREDGE & CLARK*

*PETmON FOR WRIT OF MANDAMU TO US DISTRICT COURT FOR EASTERN DISTRICT OF ARK
WESTERN DIVISION, IN RE: FSUC, AS CONSERVATOR OF MADISON GUARANTY. BY FDIC, AS
MGR. FOR CONSERVATOR, PETmONER* [6/13/89]

*DEFlNrnON OF SAVINGS & LO/lN INSURANCE: JURISDICTION AND ENFORCEMENT - CODE"

•WESTLAW IN RE, SAVERS FSUC AS CONSERVATOR: WRIT OF MANDAMUS GRANTED &
DISTRICT COURT REMAND ORDER VACATED; CHANGE OF VENUE AND TRANSFER OF
CAUSES; REMOVAL OF CASES; COURT OPINIONS'

•WESTLAW IN RE FIRST STATE BANK OF WAYNE COUNTY, KENTUCKY. PLAINTIFF-APPELLEE
V. THE CITY AND COUNTY BANK OF KNOX COUNTY, TENNESSEE, DEFENDANT-APPSLLEE,
EVIDENCE, BANKS &. BANKING. PRECEDENT REFERENCES. ETC. [1989]

•CAPTION AND TRANSCRIPT, SETH WARD VS. MADISON GUARANTY S&L ASSOC. & V-ADISON
FIN. CORP." [8/30&31/88]

•PLAINTIFF'S EXHIBIT 4 (ATTACHED TO ORIGINAL TRANSCRIPT) COVER PAGE^

PLAINTIFF'S EXHIBIT 4: LETTER OF AGREEMENT B/N WARD & JIM MCDOUGAL" [9 "i '85]

•ADDENDUM TO AGREEMENT B/N SETH WARD & JAMES B. MCDOUG/iL. LEGAL
DESCRIPTION* [9/24/85]
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•WARRANTY DEED: INDUSTRIAL DEVELOPMENT CO. & MADISON FINANCIAL CORP.

(PLAINTIFF'S EXH. 8" [10/8/85]

EXHIBIT A: TRACTS AFFECTED"

•PLAINTIFF'S EXHIBIT 12 (EXHIBIT ATTACHED TO ORIGINAL TRANSCRIPT) COVER PAGE*

•PLAINTIFF'S EXHIBIT 12: BUSINESS INVESTMENT LOAN TO SETH WARD BY MADISON
GUARANTY^

DEFENDANT'S EXHIBIT 7 (EXHrniT ATTACHED TO ORIGINAL TRANSCRIPT) COVER PAGE'

•DEFENDANT'S EXHIBIT 7: LETTER OF AGREEMENT B/N WARD Se. MCDOUGAL^

•DEFENDANT'S EXHIBIT 15: MADISON FINANCL\L CORP. DOCUMENTATION OF COMMISSION
ACCT. DUE SETH WARD, AS OF JULY 1, 1986" [7/10/86]

•DEFENDANT'S EXHIBIT 31 (EXHIBIT ATTACHED TO ORIGINAL TRANSCRIPT) COVER PAGE"

•DEFENDANT'S EXHIBIT 31: MEMO FR JIM MCDOUGAL TO SETH WARD RE: INDUSTRLM,
PROPERTY. SALE AND MADISON'S OPTION* [9/3/85]

•ARK COURT OF APPEALS: MADISON GUARANTY & MADISON FINANCL\L CORP. V. SETH
WARD: MOTION OF APPELLANTS TO EXTEND TIME FOR FILING OF ABSTRACT AND BRIEF'

[8/2/89]

•US COURT OF APPEALS NO.89-1980EA, SETH WARD V. FDIC. AS MGR FORFSUC.
CONSERVATOR FOR MADISON GUARANTY: MOTION TO DISMISS; SUBMITTED BY THOMAS
RAY* [6/27/89]

•US COURT OF APPEALS NO.89-1980EA. SETH WARD, APPELLEE, V. FDIC, AS MGR FOR FSUC.
CONSERVATOR FOR MADISON GUARANTY, APPELLANT: RESPONSE OF FDIC, AS MGR FOR
FSUC. CONSERVATOR FOR MADISON GUARANTY S&L TO MOTION OF SETH WARD TO
DISMISS; SUBMITTED BY GEORGE PDCE* [7/1 1/89]

•/iRK COURT OF APPEALS: RTC, AS CONSERVATOR FOR MADISON GUARANTY AND MADISON
FINANCU>iL V. SETH WARD, PETITION FOR REHEARING AND FOR RECALL OF MANDATE OR.
IN THE ALTERNATE. MOTION FOR RECONSIDERATION* [1 1/13/89]

•US DISTRICT COURT FOR EASTERN DISTRICT OF ARKANSAS WESTERN DIVISION NO LR-C-89

807. SETH WARD. PLAINTIFF, V. RTC, AS CONSERVATOR FOR MADISON GUARANTY A.ST)

MADISON FINANCUU,: EMERGENCY MOTION TO ENFORCE STAY OF PROCEEDINGS' [10/30/89

•US DISTRICT COURT FOR EASTERN DISTRICT OF ARKANSAS WESTERN DIVISION NO LR-C-89

807, SETH WARD, PLAINTIFF, V. RTC, AS CONSERVATOR FOR MADISON GUARANTY A.VD

MADISON FINANCLO-: NOTICE OF REMOVAL* [9/25/89]
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ARK COURT OF APPEALS: RTC. AS CONSERVATOR FOR MADISON GUARANTY AND MADISON
FINANCIAL V. SETH WARD, MOTION TO DISMISS APPEAL OF AFFIRM JUDGMENT (EXH B)"

[10/3/89]

ARK COURT OF APPEALS: RTC, AS CONSERVATOR FOR MADISON GUARANTY AND MADISON
FINANCiAL, APPELLANTS V. SETH WARD, APPELLEE. RESPONSE TO MOTION TO DISMISS
APPEAL OF AFFIRM JUDGMENT AND MEMORANDUM OF AUTHORITIES IN SUPPORT THEREOF
(EXH O" [10/13/891

•WESTLAW: TRILAND HOLDINGS V. SUNBELT SERVICE CORP; TRILAND INVESTMENT GROUP
V. FSUC; BRAZOS PARK, INC., ET AL V FSUC. RECHVER OF MAINLAND SAVINGS ASSOC.;
AMISTAD CONSTRUCTION CO. V. FSUC, AS RECEIVER FOR MAINLAND SAVIh.JS - PLAINTIFF-
APPELLANTS V. DEFENDANTS-APPELLEES. - CONSOLIDATED APPEALS. COURT OF APPEALS
cmcurr judge held (i) that fed. district courts had jurisdiction; (2)Court of
APPEALS TO address MOOTNESS ISSUE EVEN THOUGH ACTIONS WERE DISMISSED ON
subject-matter JURISDICTION GROUNDS; Sc (3) DISTRICT COURTS'S DECISION TO POSTPONE
HEARING ON FSUC SANCHONS MOTION DID NOT RENDER COURT'S ORDER A NONFINAL
JUDGMENT FOR PURPOSES OF APPEAL. (EXHIBIT A)* [1989]

"EXmBIT D: ARK COURT OF APPEALS: RTC, AS CONSERVATOR FOR MADISON GUARANTY
AND MADISON FINANCLU-, APPELLANTS V. SETH WARD, APPELLEE: APPELLANTS" MOTION
TO RELEASE RECORD DENIED; APPEAL DISMISSED (NOT DESIGNATED FOR PUBLICATION) PER
CURL^M" [10/25/89]

•LAW OR CHANCERY MANDATE: APPELLANTS' MOTION FOR RELEASE OF RECORD DENIED.
APPELLEE'S MOTION TO DISMISS APPEAL OR AFFIRM JUDGMENT GRANTED" [10/25/89]

•EXHIBIT E: LTR. FR THOMAS RAY TO JUDGE REASONER RE: CONFIRMATION OF
UNDERSTANDING OF THE STAY IN RE: SETH WARD V. RTC, AS CONSERVATOR FOR MADISON
GUARANTY, & MADISON FINANCIAL, NO.LR-C-89-807" [10/27/89]

•SUPERSEDEAS ORDER: IN THE CIRCUIT COURT OF PULASKI IN RE: WARD VS. MADISON
GUARANTY Se. MADISON FINANCL*lL^ [11/15/88]

•ESCROW AGREEMENT B/N SETH WARD, MADISON GUARANTY &. WORTHEN BANK & TRUST
CO. (ESCROW AGENT). MADISON GUARANTY AGREED TO POST SECURITY IN UEU OF
SUPERSEDEAS BOND BY DEPOSIT...' [11/9/88]

•EXHIBrr G: LTR FR DENNIS KLEIN, HOPKINS, SUTTER, HAMEL &. PARK, FOR RTC AS

CONSERVATOR FOR MADISON GUARANTY ET AL TO THOMAS RAY, COUNSEL FOR WARD RE:

MAKE FORMAL DEMAND THAT MONEY RELEASED FROM WORTHEN BANK & TRUST BE

IMMEDL^TELY REDEPOSITED, AS ACTION WAS A BREACH OF ESCROW AGREEMEI^T*

[10/28/89]

•MEMORANDUM OF LAW OF RTC, CONSERVATOR FOR MADISON GUARANTY S&L, AND
MADISON FINANCDU- CORP. IN SUPPORT OF EMERGENCY MOTION TO ENFORCE STAY OF

PROCEEDINGS, WARD V. RTC AS CONSERVATOR ET AL^ [10/30/89]
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•ORDER GRANTING REHEARING OF ITS PREVIOUS POSITION DISMISSING DEFENDANT'S
APPEAL OF REMAND ORDER; ACTION STAYED PENDING 8TH CIRCUIT'S DECISION ON
REHEARING, CLERK TO ADMINISTRATIVELY TERMINATE CASE PENDING 8TH CIRCUIT
OUTCOME, SUBJECT TO REOPF.NING ONCE DECISION HAS BEEN REACHED, ETC.... SETH
WARD V. RTC, CONSERVATOR FOR MADISON GUARANTY AND MADISON FINANCIAL"
[10/26/89]

IN US DISTRICT COURT, EASTERN DISTRICT OF ARKANS/^, WESTERN DIVISION, NO. LR-C-8^
807: RESPONSE AND BRIEF OF RTC hS CONSERVATOR FOR MADISON GU/iRANTY, AND
MADISON FINANCL\L IN OPPOSITION TO MOTION TO REMAND. IN RE: SETH WARD V.. RTC,
CONSERVATOR, ET AL* [10/3/89]

•ARKANSAS COURT OF APPEALS: RESPONSE TO MOTION TO DISMISS APPEAL OR AFFIRM
JUDGMENT AND MEMORANDUM OF AUTHORITIES IN SUPPORT THEREOF. RTC, AS
CONSERVATOR FOR MADISON GUARANTY. AND MADISON FINANCL^L, APPELLANTS. VS.

SETH WARD, APPELLEE" (10/13/89]

WESTLAW EXHIBIT A: CONSOLIDATED APPEALS, TRILAND HOLDINGS V. SUNBELT SERVICE
CORP; TRILAND INVESTMENT GROUP V. FSUC; BRAZOS PARK, INC.. ET AL V FSUC.
RECEIVER OF MAINLAND SAVINGS ASSOC.; AMISTAD CONSTRUCTION CO. V. FSUC. AS
RECEIVER FOR MAINLAND SAVINGS, ETC. /"lND JUDGE'S COMBINED OPINION" [1989-FIFrH

cmcurr. TEXAS]

•LTR FR CLERK, SUPREME COURT OF ARKANSAS, COURT OF APPEALS ADVISING COUNSELS
PIKE AND BATES IN RE: CA89-124, FDIC, CONSERVATOR V WARD THAT COURT ORDERED
GRANTING OF APPELLANl S MOTION TO STAY BRIEF FOR 45 DAYS AND THAT APPELLEE'S
MOTION TO DISMISS APPEAL DENIED^ [8/16/89]

•ARKANSAS COURT OF APPEALS: MOTION TO SUBSTITUTE PARTY, MADISON GUARANTY ANT
MADISON FIN/»lNCL\L V. SETH WARD^ [8/14/89]

•ARKANSAS COURT OF APPEALS: APPELLEE'S RESPONSE IN OPPOSITION TO APPELLANTS-
MOTION TO SUBSTITUTE PARTY. FDIC. CONSERVATOR FOR MADISON GUARANTY, AND
MADISON FINANCLkL V. SETH WARD^ [8/13/89]

•ARKANSAS COURT OF APPEALS: APPELLEE'S SUPPLEMENTAL RESPONSE IN OPPOSITION TO
APPELLANTS' MOTION FOR EXTENSION OF TIME TO FILE ABSTRACT AND BRIEF. FDIC,

CONSERVATOR FOR MADISON GUARANTY. AND MADISON FINANCL\L V. SETH WARD*
[5/23/89]

•ARKANSAS COURT OF APPEALS: APPELLEE'S RESPONSE IN OPPOSITION TO APPELLANTS'
MOnON FOR EXTENSION OF TIME TO FILE ABSTRACT /U^ BRIEF, FDIC. CONSERVATOR FOR
MADISON GU/»lRANTY. /lND MADISON FINANCIAL V. SETH WARD' [5/22/89]
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•ARKANSAS COURT OF APPEALS: MEMORANDUM OF LAW IN SUPPORT OF APPELLEE'S
RESPONSE IN OPPOSITION TO APPELLANTS' MOTION FOR EXTENSION OF TIME TO FILE
ABSTRACT AND BRIEF, FDIC. CONSERVATOR FOR MADISON GUARANTY, AND MADISON
FINANCL\L V. SETH WARD. NO.CA89-124" [5/22/89]

ARKANSAS COURT OF APPEALS: MOTION OF APPELLANTS TO EXTEND TIME TO FILE

ABSTRACT AND BRIEF. FDIC. CONSERVATOR FOR MADISON GUARANTY. AND MADISON
FINANCL\L V. SETH WARD, NO.CA89-124" [5/19/89] date stamped 5/19/87 in error

"US DISTRICT COURT FOR EASTERN DISTRICT OF ARKANSAS WESTERN DIVISION, SETH WARD
V. FDIC, CONSERVATOR FOR MADISON GUARANTY. NO.LR-C-89-180: MEMORANDUM IN

SUPPORT OF THE FSUC'S MOTION FOR RECONSIDERATION OR, ALTERNATIVELY, TO STAY
REMAND OF THIS ACTION PE>rt)ING APPEAL' [5/12/89

•EXTENSION FOR FILING APPELLANTI TO JULY 10, 1989 AUTHORIZED BY CLERK OF
ARKANSAS COURT OF /iPPEALS IN RE: NO.CA89-124. MADISON GUARANTY ET AL V. WARD"
[5/22/89]

•MEMORANDUM TO ALL COUNSEL RE: PROMULGATION OF OGHTH CIRCUIT RULE 8(E)-

[9/23/86]

•BRIEFING CHECKLIST BY CLERK OF US COURT OF APPEALS. 8TH DISTRICT^

•CLERK OF US COURT OF APPEALS. 8TH CIRCUIT LETTER TO LAWRENCE BATES, ESQ,

HOPKINS, SUTTER ET AL RE:89-1961 IN RE RTC St. 89-1980EA WARD V RTC - OPINION AND
BRIEFING SCHEDULE ATTACHED^ [10/30/89]

"US COURT OF APPEALS, 8TH CIRCUrr ORDER: NO.89-1961 IN RE: RTC. PETITIONER ON
PETITION FOR WRIT OF MANDAMUS... .NO.89-I980. WARD V. RTC, APPELLANT: APPELLANT'S
PETmON GRANTED* [10/20/89]

•US COURT OF APPEALS. 8TH CIRCUIT MEMORANDUM: RE: REVISED EIGHTH CIRCUIT RULE 7

THE DESIGNATED RECORD ON APPEAL* [7/20/88]

•US COURT OF APPEALS. 8TH CIRCUrr, NO. 89-1961 IN RE: RTC. PETITIONER ON PETTTION FOR
WRIT OF MANDAMUS.. ..NO.89-1980, WARD V. RTC. APPELLANT: OPINION OF THE CO\JKr

•US COURT OF APPEALS. 8TH CIRCUIT. NO. 89-1961 IN RE: RTC, PETmONER ON PETTTION FOR
WRIT OF MANDAMUS...,NO.89-1980, WARD V. RTC, APPELLANT: MOTION OF RTC TO BE

SUBSTITUTED AS PETmONER IN PLACE OF FSUC, IN 89-1861 AND IN PLACE OF FDIC IN

NO.89-1980^ [9/7/89]

•LTR FR THOMAS RAY TO LINDA PENBERTHY, SR. DEPUTY CLERK. US COURT OF APPEALS-

8TH CIRCUIT WITH APPELLEE SETH WARD'S RESPONSE TO PETITION FOR REHEARING IN

NOS.89-1961. RTC ET AL AND 89-1980, WARD V. RTC, ET AL^ [9/15/89]

•US COURT OF APPEALS-8TH dRCUIT, FSUC, PETITIONER NO.89-1961 AND WARD V FDIC.

APPELLANT: APPELLEE'S RESPONSE TO PETITION FOR REHEARING* [9/15/89]
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"CIRCUIT COURT OF PULASKI COUNTY, 2ND DIVISION: SETH WARD V MADISON GUARANTY
AND MADISON FINANCIAL: REDIRECT EXAMINATION OF SHERRY BARTLEY. ESQ.' [ ]

•CIRCUrr COURT of PULASKI COUNTY, 2ND DIVISION: SETH WARD V MADISON GUAR.ANTY
AND MADISON FINANCIAL, NO.r7-7580: JUDGMENT' [8/30/88]

•HRlOl-54 PART 1: FINANCIAL INSTTTUTIONS. RECOVERY AND ENFORCEMENT ACT OF 1989"

[5/16/89]

•HRlOl-54 PART 3: FINANCIAL INSTTTUTIONS, RECOVERY AND ENFORCEMENT ACT OF 1989:

SUPPLEMENTAL REPORT- [6/1/89]

•FEDERAL BANKING LAW REPORTS: SPECIAL REPORT #1281: FINANCIAL INSTTTUTIONS

REFORM. RECOVERY AND ENFORCEMENT ACT OF 1989- [4/25/89]

•S.774-

'EXHIBTT D: FEDERAL BANKING LAW REPORTS: SPECIAL REPORT #1281: FINANCIAL
INSTTTUTIONS REFORM, RECOVERY AND ENFORCEMENT ACT OF 1989 - CONFERENCE
REPORT* [4/25/89]

•FINANCDkL INSTTTUTIONS REFORM, RECOVERY AND ENFORCEMENT ACT OF 1989 -

CONFERENCE REPORT 101-222 (TO ACCOMPANY HR 1278)'

•US DISTRICT COURT: WARD V FDIC, CONSERVATOR FOR MADISON GUARANTY: ORDER
DENYING MOTION FOR STAY" [5/22/89]

•US COURT OF APPEALS FOR 8TH CIRCUTT RE: 89-1961/1980 LTR FR ST. VRAIN TO LA^-RENCE
BATES RE OPINION ENTERED INTO AND DIRECTING HOW TO FILE PETinON FOR REHEARING "

[8/7-14/89]

•US COURT OF APPEALS FOR 8TH CIRCUTr NOS. 89-1961, 89-1980, PETmON FOR V-TUT OF
MANDAMUS AND ON APPEAL* [7/18/89] FILED [8^/89]

•EXHIBTT E; US DISTRICT COURT, SETH WARD V. FDIC, CONSERVATOR FOR MADISON

GU/lRANTY, LR-C-89-180: ORDER DENYING MOTION FOR STAY* [5/22/89]

•US COURT OF APPEALS FOR 8TH CIRCUTT RE; 89-1961/1980 LTR FR ST. VRAIN (BY MARILYN
MCDONAiLD, DEPUTY CLERK/OPINIONS TO LAWRENCE BATES RE OPINION ENTERED INTO
AND DIRECTING HOW TO FILE PETmON FOR REHEARING* [8^7-14/89]

•EXHIBTT E: US DISTRICT COURT, SETH WARD V. FDIC. CONSERVATOR FOR M.ADISON

GU/iiRANTY, LR-C-89-180: ORDER DENYING MOTION FOR STAY^ [5/22/89]

•US COURT OF /lPPEALS FOR 8TH CIRCUTT RE; 89-1961/1980 LTR FR ST. VRAIN (BY MARILYN
MCDONALD, DEPUTY CLERK/OPINIONS TO LAWRENCE BATES RE OPINION ENTERED INTO
AND DIRECTING HOW TO FILE PETTnON FOR REHEARING* [8^-14/89]
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•EXHIBIT A: US COURT OF APPEALS, 8TH DISTRICT NOS. 89-1961. 89-1980 IN RE FSLIC ON
PETITION FOR WRIT OF MANDAMUS..., WARD V FDIC ON APPEALS" SUBMriTED [7/18/85]
FILED [8/7/89]

•LTR FR GEORGE PIKE. JR., FRIDAY, ELDREDGE & CLARK TO ST.VRAIN. CLERK, US COLTTT
OF APPEALS RE: WARD V FDIC, RESPONSE OF FDIC AS MANAGER FOR FSLIC, CONSERVATOR
FOR MADISON GU/UIANTY TO WARD MOTION TO DISMISS.' [7/1 1/89]

LTR FR GEORGE PIKE, JR., FRIDAY, ELDREDGE & CLARK TO ST.VRAIN. CLERK. US COURT
OF APPEALS RE: WARD V FDIC. RESPONSE OF FDIC AS MANAGER FOR FSUC. CONSERVATOR
FOR MADISON GUARANTY TO WARD MOTION TO DISMISS.' [7/1 1/89]

•US COURT OF APPEALS. 8TH CIRCUIT: WARD V FDIC, RESPONSE OF FDIC AS MANAGER FOR
FSUC, CONSERVATOR FOR MADISON GUARANTY TO WARD MOTION TO DISMISS. WRITTEN
BY GEORGE PDCE. JR.

'
[7/1 1/89]

'US COURT OF APPEALS. 8TH dRCUfT: WARD V FDIC, AS MANAGER FOR FSUC,
CONSERVATOR FOR MADISON GUARANTY: APPELLEE. WARD'S MOTION TO DISMISS'

[6/30/89]

•LTR. FR THOMAS RAY, SHULTS, RAY & KURRUS ON BEHALF OF APPELLEE SETH WARD:
MOTION TO DISKOSS TO ST. VRAIN, CLERK, US COURT OF APPEALS' [6/27/89]

•US COURT OF APPEALS, 8TH dRCUTT: SETH WARD V FDIC AS MANAGER FOR FSLIC,

CONSERVATOR FOR MADISON GUARNATY: WARD'S MOTION TO DISMISS (NO.89-1980EA)-

•cmcurr court of pulaski county, ark, 2nd division, no.87-7580: ward, PLAINTIF? V.

MADISON GU/»lRANTY AND MADISON HNANCIAL: NOTICE OF APPEAL AND DESIGNATION OF
RECORD (EXHIBIT A)^ [10/6/88]

IN US DISTRICT COURT FOR EASTERN DIV. ARKANSAS, WESTERN DIVISION, NO.LR-C-89-l<0:

WARD V. FDIC, CONSERVATOR FOR MADISON GUARANTY: NOTICE OF REMOVAL TO USIX.

EDA (EXHIBIT B) p/10/89]

•IN US DISTRICT COURT FOR EASTERN DIV. ARKANSAS, WESTERN DIVISION. NO.LR-C-89 ISO:

WART^ V. FDIC. CONSERVATOR FOR MADISON GUARANTY: ORDER GRANTING PLAINTIFrS

MOnON TO REMAND (EXHIBIT Q' [4/28/89]

•US DISTRICT COURT. EASTERN DISTRICT OF ARKANSAS. WESTERN DIVISION DOCKET NO LR

C-89-180: SETH WARD V. FDIC: TRANSCRIPT OF PROCEEDINGS BEFORE THE HON. STEVEN
REASONER. APPEARANCES, FOR PLAINTIFF. THOMAS RAY; FOR DEFENDANT. GEORGE PrXH"

[4/28/89]

•/ARKANSAS COURT OF APPEALS: MADISON GUARANTY S&L AND MADISON FTNANCIAL CC^
V SETH W/lRD. NO.CA89-124: MOTION OF /^PELLANTS TO EXTEND TIME FOR FILING OF
ABSTRACT AND BRIEF^ [6/30/89]

•INVENTORY OF BOX TWO OF TWO BOXES: PARTS ED <k IV OF FV PARTS. SETH WARD"
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•SETH WARD: LITIGATION AND PROOFS OF CLAIM. PART IV OF IV PARTS"

•US COURT OF APPEALS, 8TH CIRCUIT IN RE: FSUC, AS CONSERVATOR OF MADISON
GUARANTY S&L BY FDIC AS MANAGER FOR THE CONSERVATOR. PETITIONER V. SETH WARD
RESPONDENT: RESPONSE IN OPPOSITION TO FDIC'S EMERGENCY MOTION TO CTAY ORDER OF
REMAND PENDING DISPOSITION OF PETITION FOR WRIT OF MANDAMUS," [6/14/89]

"EXHIBIT A: USA BEFORE FSUC IN THE MATTER OF: MADISON GUARANTY S&L, FED HOME
LOAN BANK BOARD RESOLUTION NO.86-851: STIPULATION AND CONSENT TO ENTRY OF
ORDER TO CEASE AND DESIST* [8/15/86]

•EXHIBIT B: USA BEFORE FSUC IN THE MATTER OF: MADISON GUAlRANTY S&L. FED HOME
LO/VN BANK BOARD RESOLUTION NO.86-851: ORDER TO CEASE AND DESIST" [8/15/86]

"EXHIBIT C: ESCROW AGREEMENT B/N MADISON GUARANTY AND WORTHEN BAiNK & TRUST"

•EXHIBIT D: FIRST CLASS MAIL FR FRIDAY. ELDREDGE & CLARK TO THOMAS RAY"

"EXmBIT E: US DISTRICT COURT. EASTERN DISTRICT, ETC, SETH WARD V. FDIC.

CONSERVATOR. MADISON GU/UIANTY (LR-C-89-180): NOTTICE OF REMOVAL TO US DISTRICT
COURT FOR THE EASTERN DISTRICT OF ARKANSAS. WESTERN DIVISION" [10/10/89]

•EXHIBIT F: US DISTRICT COURT, EASTERN DISTRICT, WESTERN DIVISION. SETH WARD V.

FDIC. CONSERVATOR. MADISON GUARANTY (LR-C-89-180): ORDER BY JUDGE REASONER
DENYING MOTION FOR STAY PENDING APPEAL, STATING COURT LACKS RJRISDICnON TO
RECONSIDER OR STAY THE ORDER REMANDING THE ACTION TO THE ARKANSAS COURT OF
APPEALS' [5/22/89]

•EXHIBIT G: US DISTRICT COURT. EASTERN DISTRICT. WESTERN DIVISION, SETH WARD V.

FDIC. CONSERVATOR. MADISON GUARANTY (LR-C-89-180): MOTION TO REMAND BY
PLAINTIFF, WARD. SUBMITTED BY THOMAS RAY' p/22/89]

•CEKTmCATE OF SERVICE OF COPIES OF MOTION TO REMAND BY PLAINTIFF. WARD.
SUBMITTED BY THOMAS RAY' [3/22/89]

•EXHIBIT H: US DISTRICT COURT, EASTERN DISTRICT. WESTERN DIVISION. SETH WARD V.

FDIC, CONSERVATOR, MADISON GUARANTY (LR-C-89-180): PLAINTIFF'S MEMORANDUM OF
LAW IN SUPPORT OF MOTION TO REMAND' [3/22/89]

•EXHIBIT I: US DISTRICT COURT. EASTERN DISTRICT. WESTERN DIVISION. SETH WARD V.

FDIC, CONSERVATOR. MADISON GUARANTY (LR-C-89-180): PLAINTIFF'S REPLY TO
DEFENDANTS RESPONSE IN OPPOSITION TO MOTION TO MOTION TO REMAND^ [4/19/89]

•LAWRENCE F. BATES (HOPKINS. SUTTER, HAMEL & PARK). OF COUNSEL. LTR. TO PAUL
JEDDELOH. ESQ.. FDIC ATTACHING DOCUMENTS FOR REVIEW' [8/16/89]

'US COURT OF APPEALS. 8TH CIRCUrr. NO. CA 89-1980EA, WARD V. FDIC AS CONSERVATOR:
FSUC'S OPENING BRIEF FOR APPELLANT"
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DOCUMENfT (titU/description/datt)

•US DISTRICT COURT, EASTERN DISTRICT, WESTERN DIVISION, SETH WARD V. FDIC,
CONSERVATOR, MADISON GUARANTY (LR-C-89-180) DOCKET & LISTING OF PROCEEDINGS W,

CORRESPONDING DATES, MOTIONS AND ORDERS'

TRANSCRIPT OF PROCEEDINGS: INT^EX OF PLAINTIFF'S EXHIBITS, WITNESSES,
EXAMINATIONS, DEFENDANT'S EVIDENCE. WITNESSES &. EXAMINATIONS'

EXCERPTS OF TRANSCRIPT OF PROCEEDINGS BEFORE THE HON. STEVEN REASONER. US
DISTRICT COURT AND EXHIBITS^

'WARD V FDIC, CONSERVATOR, US DISTRICT COURT: PLAINTIFF'S REPLY TO DEFENDANTS
RESPONSE IN OPPOSITION TO MOTION TO MOTION TO REMAND - INCLUDED IN PLAINTIFFS
BRIEFING'

'FEDERAL HOME LOAN BANK BOARD RESOLUTION 86-851: STIPULATION &. CONSENT OF
ORDER TO CEASE AND DESIST - INCLUDED IN 8/16/89 PLAINTIFF'S BRIEFING FOR COURT OF
APPEALS' [8/15/86]

FEDERAL HOME LOAN BANK BOARD RESOLUTION 86-851: ORDER TO CEASE AND DESIST
INCLUDED IN 8/16/89 PLAINTIFF'S BRIEFING FOR COURT OF APPEALS' [8/15/86]

'MEMORANDUM OPINION AND ORDER IN RE: US DISTRICT COURT EASTERN DISTRICT

/UUCANSAS, WESTERN DISTRICT: FIRST FINANCLVL S&l. OF EL DORADO, FIRST FEDERAL SiL
OF ROGERS. ARK, ET AL, PLAINTIFFS (NO.LR-C-86-724) V FSUC AS RECEIVER FOR
FmSTSOUTH, F.A.. DEFENDANT & FSUC, AS RECEIVER V. FIRST JACKSONVILLE BANK, ET AL

DEFENDANTS/COUNTERPLAINTIFFS INCLUDED IN 8/16/89 PLAINTIFF'S BRIEFING FOR COURT
OF APPEALS' [1/21/87]

'US DISTRICT COURT, W/iRD V. FDIC. CONSERVATOR: MOTION FOR RECONSIDERATION OR,

ALTERNATIVELY. REMAND OF THIS ACTION PENDING APPEAL - INCLUDED IN 8/I6W
PLAINTIFF'S BRIEFING FOR COURT OF APPEALS' [5/12/89]

'US DISTRICT COURT, WARD V. FDIC, CONSERVATOR: MEMORANDUM IN SUPPORT OF THE
FSUC'S MOTION FOR RECONSIDERATION OR, ALTERNATIVELY. REMAND OF THIS ACTIOS
PENDING APPEAL - INCLUDED IN 8/16/89 PLAINTIFF'S BRIEFING FOR COURT OF APPEALS'

[5/12/89]

FHLBB APPOINTMENT OF CONSERVATOR FOR MADISON GUARANTY - INCLUDED IN 8/15^
PLAINTIFF'S BRIEFING FOR COURT OF /lPPEALS' [2/28/89]

'MANAGEMENT AGREEMENT AMONG FEDERAL HOME LOAN BANK BOARD, FSLIC i FDIC -

EXHIBIT 2 - INCLUDED IN 8/16/89 PLAINTIFF'S BRIEFING FOR COURT OF APPEALS' [2/7/85]

'IN THE US DISTRICT COURT EASTERN DISTRICT OF ARKANSAS. WESTERN DIVISION (DOQCF:

NO.LR-C-89-180). W/UID, PLAINTIFF V. FDIC, DEFENDANT: TRANSCRIPT OF PROCEEDINGS
BEFORE THE HON. STEVEN REASONER BY PEGGE J. MERKEL* [4/28/89]
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ARKANSAS COURT OF APPEALS: MADISON GUARANTY &. MADISON FINANCIAL, APPELLANT
V. SETH WARD (NO.CA 89-124), APPELLEE; MOTION OF APPELLANTS TO EXTEND TIME FOR
FILING OF ABSTRACT AND BRIEF* [8/2/89]

•ARKANSAS COURT OF APPEALS: FDIC, CONSERVATOR FOR MADISON GUARANTY &
MADISON FINANCL\L, APPELLANTS V. SETH WARD (NO.CA 89-124), APPELLEE: APPELLEE'S
RESPONSE IN OPPOSITION TO APPELLANTS' THIFD MOTION FOR EXTENSION OF TIME TO FttJ
ABSTRACT AND BRIEF* [8/4/89]

•ARKANSAS COURT OF APPEALS: FDIC, CONSERVATOR FOR MADISON GU/VRANTY &
MADISON FINANCL\L, APPELLANTS V. SETH WARD (NO.CA 89-! ''4), APPELLEE: APPELLANT
FSUCS SUPPLEMENTAL BRIEF IN SUPPORT OF ITS MOTION FOR EXTENSION OF TIME TO FILE
ABSTRACT AND BRIEF* [8/2/89]

*ARKANSAS COURT OF APPEALS: FDIC, CONSERVATOR FOR MADISON GUARANTY Se.

MADISON FINANCIAL, APPELLANTS V. SETH WARD (NO.CA 89-124), APPELLEE: MOTION TO
DISMISS* [8/l(V891

*ARKANSAS COURT OF APPEALS: FDIC. CONSERVATOR FOR MADISON GUARANTY <fe

MADISON FINANCL^, APPELLANTS V. SETH WARD (NO.CA 89-124), APPELLEE; APPELLEE'S
SUPPLEMENTAL RESPONSE IN OPPOSITION TO APPELLANTS' THIRD MOTION FOR EXTENSION
OF TIME TO FILE /ABSTRACT AND BRIEF* [8/l(V89]

*CONGRESSIONAL RECORD - HOUSE; POWER TO REMOVE; JURISDICTION* [8/4/89]

•IN THE US DISTRICT COURT, EASTERN DIVISION OF ARKANSAS, WESTERN DIVISION (NO.LR-
C-89-180). SETH WARD V. FDIC. CONSERVATOR: PLAINTIFF'S RESPONSE IN OPPOSITION TO
FDIC'S MOTION TO RECONSIDER OR STAY THE ORDER OF REM.AND* [5/17/89]

•IN THE US DISTRICT COURT, EASTERN DIVISION OF ARKANSAS, WESTERN DIVISION (NO.LR-
C-89-67), FIRST FEDERAL S&L OF HARRISON, ARK. PLAINTIFF V. SAVERS FEDERAL S&L OF
LITTLE ROCK. ARK: RTC'S NOTICE OF REMOVAL^ [8/22/89]

•IN THE US DISTRICT COURT, EASTERN DFVISION OF ARKANSAS, WESTERN DIVISION (NO.LR-
C-89-67), FIRST FEDFRAL S&L OF HARRISON, ARK, PLAINTIFF V. SAVERS FEDERAL S&L OF
LITTLE ROCK. ARK; ORDER DENYING PLAINTIFF'S MOTION TO REMAND CASE TO STATE
COURT; GRANTING DEFENDANTS MOTION TO STAY ALL PROCEEDINGS FOR 45 DAYS;
DIRECTING DEFENDANT TO POST BOND IN THE FORM OF US TREASURY BILL; DIRECTING
CLERK OF THE COURT TO HOLD TREASURY BILL; GIVING PLAINTIFF RIGHT IN THE BOND BY
SERVING A WRfF GARNISHMENT OR WRFT OF EXECUTION ON DEFENDANT ON 9/8/89; THAT
CONDITIONS OF COURT SHALL CONTINUE UNTIL FURTHER ORDERS OF THE COURT'
[9/12/89]

•IN THE US DISTRICT COURT. EASTERN DIVISION OF ARKANSAS, WESTERN DIVISION (NO.LR-
C-89-67), FIRST FEDERAL S&L OF HARRISON, ARK, PLAINTIFF V. SAVERS FEDERAL S&L OF
LITTLE ROCK. ARK, CASE NO. LR-C-89-679: TENDER IN LIEU OF GARNISHMENT BY RTC, AS
CONSERVATOR FOR SAVERS - BY GEORGE DAHNKE, ESQ., HASTIE &. KIRSCHNER* [9/12/89]
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IN THE US DISTRICT COURT. EASTERN DIVISION OF ARKANSAS, WESTERN DIVISION (NO.LR-
C-89-67), FIRST FEDERAL S&L OF HARRISON, ARK, PLAINTIFF V. SAVERS FEDERAL S&L OF
LITTLE ROCK, ARK, CASE NO. LR-C-89-«79: TENDER IN LIEU OF GARNISHMENT BY RTC, AS
CONSERVATOR FOR SAVERS - BY GEORGE DAHNKE, ESQ., HASTIE &. KIRSCHNER' [9/ 1 2/89]

•IN CIRCUIT COURT OF PULASKI COUNTY, ARK., SECOND DIVISION, SETH WARD V. MAD.ISON
GUARANTY S&L AND MADISON FINANCL«lL: SUPERSEDEAS ORDER BY JUDGE PERRY V.

WHTTMORE - ESCROW AGREEMENT ENTERED INTO IN LIEU OF SUPERSEDEAS BOND"
(11/15/88)

•US COURT OF APPEALS FOR THE ELEVENTH CIRCUIT (NO.89-5272) IN RE: FSUC & SAVERS
FEDERAL S&L ASSOCL.TION, PETITIONERS ON PETITION FOR WRIT OF MANDAMUS TO THE
US DISTRICT COURT FOR THE SOUTHERN DISTRICT OF FLORIDA" [4/24/89]

•US COURT OF APPEALS FOR THE EIGHTH CIRCUIT (NO.89-1980EA). SETH WARD, APPELLEE,
V. FSUC AS MGR FOR FSLIC, CONSERVATOR FOR MADISON GUARANTY S&L, APPELLANT
AND (NO.89-1961) IN RE FSUC, PETITIONER ON PETITION FOR WRIT OF MANDAMUS TO THE
US DISTRICT COURT FOR THE EASTERN DISTRICT OF ARKANSAS: MOTION TO CONSOLIDATE
PROCEEDINGS' [8^7/89]

•US COURT OF APPEALS FOR THE EIGHTH CIRCUIT (NO.89-1980EA), RTC, AS CONSERVATOR
FOR MADISON GUARANTY, APPELLANT V. SETH WARD, APPELLEE: BRIEF OF APPELLEE"

[1/6/90]

"US DISTRICT COURT, EASTERN DISTRICT OF ARKANSAS, WESTERN DIVISION (CIVIL NO.LR-C-

89-228), SETH WARD n & ANN BALCH WARD V FDIC. CONSERVATOR FOR MADISON
GUARANTY: ORDER GRANTING DEFENDANTS MOTION FOR SUMMARY JUDGMENT AND
DISMISSING CASE, W/ PREJUDICE. EACH PARTY TO BEAR ITS OWN COSTS. AND PL«lINTIFFS

ARE ESTOPPED FROM CLAIMING A RIGHT TO A LOWER INTEREST RATE THAN THAT
REFLECTED IN THE OFHCIAL RECORDS OF THE DEFENDANT." [1/23/90]

"US COURT OF APPEALS FOR THE EIGHTH CIRCUIT (NO.89-1980), SETH WARD, APPELLEE, V.

RTC AS CONSERVATOR FOR MADISON GUARANTY ON APPEAL: PER CUIUAM: APPEAL IS

MOOT* SUBMITTED [4/13/90]; FILED [5^/90]

•US DISTRICT COURT, EASTERN DISTRICT, WESTERN DIVISION (DOCKET NO.LR-C-89-807),

SETH WARD. PLAINTIFF V RTC. AS CONSERVATOR FOR MADISON GUARANTY, AND MADISON
FINANCIAL; TRANSCRIPT OF HEARING BEFORE THE HONORABLE JUDGE STEPHEN M.

REASONER* [10/31/89]

"LTR FROM HARRY A. UGHT TO ACTING CLERK. US COURT OF APPEALS TO THE HONORABLE
MICHAEL E. CANS RE: CAUSE NO.91-3015, WARD V RTC AS RECEIVER FOR MADISON
GUARANTY FT AL ATTACHED TO OWN ENTRY OF APPEARANCE ON BEHALF OF APPELLANTS.
ENTRY OF APPEARANCE OF MICHAEL G. THOMPSON ON BEHALF OF APPELLANTS. AND 3

COPIES OF NOTICE OF APPELLANTS' INTENTION TO FILE SEPARATE APPENDDC FOR FILING*

[9/13/91]
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•RE: CAUSE NO.91-3015, WARD V RTC AS RECEIVER FOR MADISON GUARANTY ET AL ENTRY
OF APPEARANCE OF MICHAEL G. THOMPSON ON BEHALF OF APPELLANTS'

NOTICE OF APPELLANTS' INTENTION TO FILE SEPARATE APPENDIX: IN NO.91-3015, W.ajo.
APPELLEE V. RTC AS RECEIVER FOR MADISON GUARANTY, & MADISON FINANCLM. CORP
APPELLANTS* [9/13/91]

•RE: CAUSE NO.91-3015, WARD V RTC AS RECEIVER FOR MADISON GUARANTY ET AL ENTRY
OF APPEARANCE OF HARRY A. LIGHT ON BEHALF OF APPELLANTS'

"LTR. FR MICHAEL E. CANS, CLERK. US COURT OF APPEALS FOR THE EIGHTH CIRCUIT TO
HARRY A. UGHT & GEORGE PIKE, JR., FRIDAY & ELDREGE. RE:9I-3015EALR, WARD V RTC
WITH APPEAL BRIEFING SCHEDULE, BRIEFING CHECKUST AND ADDRESSES OF INVOLVED
PARTIES'

•US COURT OF APPEALS - EIGHTH dRCUTT, APPELLEE'S FORM B: APPEAL INFORMATION
FORM COMPLETED BY THOMAS RAY. SHULTS.RAY &. KURRUS. FOR SETH WARD' [9/lQ/?I]

•US DISTRICT COURT, EASTERN DISTRICT OF ARKANSAS: ORDER SCHEDULING HEARING FOR
7/19/91 IN RE LR-C-89-807, WARD V. RTC, AS CONSERVATOR FOR MADISON GUARANTY AND
MADISON FINANCL\L' p/2/9l]

'US DISTRICT COURT, EASTERN DISTRICT OF ARKANSAS: ORDER GRANTING DEFENDANTS
MOTION TO SUBSTTTUTE RTC AS RECEIVER IN PLACE OF AS CONSERVATOR IN RE LR-C-*?-

807, WARD V. RTC, AS CONSERVATOR FOR MADISON GUARANTY AND MADISON FINANCIAL-
p/2/91]

•US DISTRICT COURT, EASTERN DISTRICT OF ARKANSAS CIVIL NO. LR-C-89-807, WARD V.

RTC. AS RECEIVER FOR MADISON GU/UIANTY AND MADISON FIMANCL\L: MOTION FOR
RELIEF FROM RJDGMENT BY DEFENDANTS. RTC. ET hLT [7/11/91]

•US DISTRICT COURT. EASTERN DISTRICT OF ARKANSAS CIVIL NO. LR-C-89-807. WARD V
RTC, AS RECEIVER FOR MADISON GUARANTY AND MADISON FINANCL^L: BRIEF IN SUPPORT
OF MOTION FOR RELIEF FROM JUDGMENT BY DEFEND/»lNTS, RTC, ET AL' p/1 1/9 1 ]
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RESOLUTION TRUST CORPORATION
ResoMng The Crislj

Restoring The Coafldence

April 19, 1994

Honorable Donald W. Riegle, Jr.
Chairman
Committee on Banking, Housing,

and Urban Affairs
United States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

Enclosed is the Report of the Dallas Professional Liability
Review Team composed of attorneys from the Treasury Department,
Secret Service Agents, and an RTC investigator and attorney. The
Review Team was formed by Interim CEO Roger Altman to investigate
allegations made during the hearings held on September 23, 1993

regarding the Resolution Trust Corporation's (RTC) pursuit of

legal action against officers, directors and other professionals
who were affiliated with failed savings institutions. The
objective of the Review Team was (1) to review the allegations
regarding the professional liability program, (2) to review the

operation of the professional liability program in Dallas, and

(3) to present Review Team findings to the RTC CEO.

The Review Team conducted 49 interviews of PLS attorneys and

investigators from the Dallas office on December 8-10 and 15-16,
1993. Each interview was conducted using a standard
questionnaire and each interviewee was assured that his or her
identity would remain confidential. In addition, the Review Team
interviewed four RTC officials in Washington on December 21-23,
1993, for a total of 53 interviews. The findings in the report
were based upon the interviews, a review of the legal and
regulatory bases for the RTC's professional liability program,
and a review of internal policy memoranda and other information
concerning RTC's professional liability program in the Dallas
office. It was not within the scope of the review to investigate
or verify statements obtained in interviews or to review
individual RTC case files.

The findings of the Review Team, as summarized in the report, are
as follows:

• There was not a wide-ranging failure to pursue professional
liability claims in Texas.

eon 7m street. N.W. Washington. D.C. 20434
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Honorable Donald W. Riegle, Jr.

Page 2

• Dallas PLS attorneys and investigators generally believe
that professional liability cases are adequately
investigated, and not closed merely because the statute of
limitations is about to expire.

• The reorganizations of the professional liability program
and the resulting frequent changes in personnel and
reassignment of cases have been extremely disruptive to the

operation of the program in Dallas.

• The RTC's decentralized organizational structure, inadequate
management of personnel in Dallas, and inadequate oversight
by the RTC in Washington all contributed to the failure of
PLS attorneys and investigators in Dallas to work together
as a team.

Although we have not had an opportunity to consider all of the

findings, some steps had already been taken prior to receipt of
the report to address the problems noted.

• In accordance with the requirements of the RTC Completion
Act, the Legal Division has taken steps to remedy structural
problems which resulted in fragmented management, lack of
direction and inadequate oversight. An Assistant General
Counsel for Professional Liability, (AGC) who is to report
to Congress semi-annually on professional liability matters
has been appointed.

• The professional liability staff in each field office is now
under the direct supervisory control of the Washington AGC
and the Office of Investigations has been transferred to the

Legal Division, also under the supervisory direction of the
senior PLS and Legal Division management. The head of the
Office of Investigation and the AGC are working closely
together to integrate investigation and professional
liability efforts of the staff. This process has just begun
and will be on-going.

• In the past year the quarterly review of cases in each field
office has been expanded and emphasized.

• Four new Senior Counsel positions, three of which are to

provide direct oversight of professional liability efforts
in the field, have been approved and are expected to be
filled within the next week.

• In order to obtain additional experienced professional
liability attorneys, the FDIC is working with the RTC to
make available FDIC attorneys who wish to volunteer to work
within the RTC on PLS matters. FDIC attorneys in Washington
are being invited to participate in this program and it is
anticipated that FDIC attorneys in the field will be invited
to do so shortly.
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Honorable Donald W. Riegle, Jr.

Page 3

Again, let me assure you that this final report, received
yesterday, will be thoroughly reviewed and changes at the RTC
will be made as required. We have approximately 20 months left
before the RTC sunset date. I am determined to make sure we
operate as efficiently and effectively as possible during this
remaining period. I fully agree with the view expressed during
your September hearings. The taxpayers deserve to know the
government is doing all that can be done to recover monies from
those who contributed to the failure of federally insured savings
institutions.

We hope this information is of assistance to you. If you have
any questions, please let me know.

Sincerely,

John E/ Ryan
Deputy and Acting CEO

Enclosure
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INTRODUCTION

On September 23, 1993, 13 current and former employees of the Resolution Trust Corporation

(RTC) testified at a *whistleblower" hearing before the Senate Committee on Banking, Housing,

and Urban Affairs. These witnesses raised serious questions regarding RTC management and

policies. One of the witnesses was Mr. Thomas J. Bumside, a former Professional Liability

Section (PLS) attorney in the RTC Dallas office, who made several allegations regarding the

Professional Liability (PL) program in that office.

The purpose of the RTC PL program is to pursue civil claims against officers, directors,

attorneys, accountants and other institution-affiliated parties who caused losses to failed savings

associations. To develop these claims, the RTC employs investigators and PLS attorneys. Mr.

Bumside alleged that the RTC failed to pursue many PL cases handled by RTC offices in Texas.

In particular, Mr. Bumside stated that key witnesses in PL cases often were not interviewed by
PLS attorneys, and that far too few subpoenas were issued in PL cases, thus hindering the

RTC's ability to make an effective determination about whether a case should be pursued. He
also stated that inadequate investigation of PL claims often led to closure of PL cases because

the statute of limitations expired before claims could be filed. He further stated that PLS

attorneys and RTC investigators, who are responsible for developing the factual record for the

pursuit of PL claims and providing litigation support, failed to work as a team: Finally, Mr.

Bumside claimed that severe disruptions to the PL program were caused by reorganizaiions of

the program.

On September 28, 1993, RTC Interim Chief Executive Officer (CEO) Roger C. Altman wrote

to the Chairman of the Banking Committee, Senator Donald W. Riegle, Jr., suting that each of

the whistleblower allegations would be reviewed. To address the allegations made by Mr.

Bumside, Mr. Altman's staff met with Mr. Bumside on November 15, 1993, to obtain additional

details regarding the operation of the RTC's PL program in Dallas, and to seek his views on

how the PL program could be improved. Following Mr. Bumside's visit, Mr. Altman directed

that a Review Team be assembled. The objectives of the Dallas Professional Liability Review

Team were (1) to review the allegations made by Mr. Bumside, (2) to review the operation of

the PL program in Dallas, and (3) to present Review Team findings to the RTC CEO.

To conduct this review, the Review Team read the written testimony of Mr. Bumside, the

transcript of the September 23 hearing, and letters written by Mr. Bumside to Mr. Altman and

his staff following the hearing. The Review Team also requested and received information from

RTC officials regarding the history, organization, and operation of the RTC PL program. Next,

the Review Team interviewed investigators and PLS attomeys in Dallas.

The Review Team conducted 49 interviews of PLS attomeys and investigators from the Dallas

office on December 8-10 and 15-16, 1993. Each interview was conducted using a standard

questionnaire and each interviewee was assured that his or her identity would remain

confidential. In addition, the Review Team interviewed four RTC officials in Washington on

December 21-23, 1993, for a total of 53 interviews. At his request, members of the Review

Team also met with Mr. Bumside in Washington, D.C. on January 13, 1994.



416

Finally, the Review Team contacted some interviewees to answer follow-up questions, and

obtained further information from other RTC officials. For example, the Review Team

requested and received statistics concerning RTC Dallas office cases and recoveries.

The findings in this report are based upon interviews of Dallas and Washington RTC employees,

a review of the legal and regulatory bases for the RTC's PL program, and a review of internal

policy memoranda and other information concerning RTC's PL program in the Dallas office.

It was not within the scope of this review to investigate or verily statements obtained in

interviews or to review individual RTC case files. The interviews were a means to report to the

RTC CEO, in summary form, tne views of Dallas RTC employees. The Review Team

expresses no opinion regarding the accuracy of the comments made by interviewees.
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RESULTS IN BRIEF

The Review Team found that there have been, and continue to be, problems in Dallas with the

RTC Professional Liability program. Although some of these problems were identified during

the September 23, 1993 hearing before the Senate Committee on Banking, Housing, and Urban

Affairs, the Review Team did not find support for many of the allegations raised in that hearing.

The Review Team found that:

There was not a wide-ranging failure to pursue professional liability claims in Texas.

A large number of thrifts failed in Texas early in the RTC's history, when the RTC

professional liability program was being established and the Dallas RTC office had few

experienced PLS attorneys. In this situation, decisions were made on many early cases

just prior to the expiration of the statute of limitations. Some interviewees identified

cases that they believe should have been pursued, or pursued more vigorously. The

Review Team assembled a list of those cases, and has forwarded that list to the RTC for

review in light of the recent extension of the statute of limitations.

Dallas PLS attorneys and investigators generally believe that professional liability

cases are adequately investigated, and not closed merely because the statute of

limitations is about to expire.

Investigators and PLS attorneys generally felt that they were able to seek and use

administrative subpoenas for the investigation of failed institutions whenever necessary.

However, the Review Team did not find an environment in the Dallas RTC office that

seemed conducive to the proactive use of subpoenas. Nonetheless, it is not certain that

increased use of administrative subpoenas would have guaranteed significantly greater

recoveries, and the savings and loan loss and RTC recovery figures provided during the

September 23, 1993 hearing do not present an accurate picture of overall RTC recovery

efforts.

The reorganizations of the professional liability program and the resulting frequent

changes in personnel and reassignment of cases have been extremely disruptive to

the operation of the program in Dallas.

The RTC's decentralized organizational structure, inadequate management of

personnel in Dallas, and inadequate oversight by the RTC in Washington all

contributed to the failure of PLS attorneys and investigators in Dallas to work

together as a team.

The Review Team found a very high level of tension between PLS attorneys and

investigators in the Dallas office, particularly between managers. This tension

undoubtedly impaired the efficiency of the PL program. However, most interviewees

expressed a strong commitment to their work.
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BACKGROUND

History of the RTC Professional Liability Program

When the RTC was created in late 1989, investigators and attorneys handling professional

liability claims came from the Federal Deposit Insurance Corporation (FDIC), which has

separate reporting lines for investigators and attorneys.

Office ofInvestigations. The RTC's Office of Investigations was formed in late 1989 and early

1990 when the FDIC began to designate certain of its investigators as RTC employees. Also

at that time, the RTC hired many new investigators. These investigators reported to a Senior

Investigations Specialist in each of four regional RTC offices, who in turn reported to the

regional office's Vice President for Operations. The RTC also established an Office of

Investigations (as part of the Division of Operations) in Washington, D.C., headed by the

Director of Investigations, whose purpose was to establish goals and objectives and to provide

policy guidance for Investigations units throughout the country. The Director of Investigations

has a staff of 27 in Washington,' which develops policy and training programs for RTC
investigators nationwide, works on high priority cases, and performs asset tracing services for

the RTC's Washington and regional office staff The Director has no supervisory authority over

Investigations personnel outside of Washington.

Beginning in May 1992, staffing of the RTC Office of Investigations was affected when RTC
Investigations managers and staff who had been FDIC employees and had "return rights" to the

FDIC began to be transferred back to the FDIC. This decision coincided with a decision to

reorganize and downsize the RTC, and to eliminate an intermediate level of Investigations

managers. Despite the goal of downsizing, the RTC expended additional funds to hire

contractors to perform investigative work for particular cases. The results of this turnover in

Investigations included a loss of experienced managers and a disruption in the investigation of

on-going cases.

Professional Liability Section. The RTC PLS had its beginning in late 1989 when the FDIC
General Counsel's Office designated approximately 17 attorneys to do only RTC PL work, with

approximately 48 attorneys remaining for FDIC PL work. By January 1990, 22 FDIC attorneys

had been dedicated to RTC PL work, including 17 in Washington and five in Dallas, the first

office outside of Washington to include attorneys dedicated to RTC PL work. This number
remained relatively constant until early 1991.

In April 1991, the RTC established 15 "field offices" that reported to four regional offices. The

field offices that reported to the Dallas regional office were located in Dallas, San Antonio, and

Houston.^ At the same time, a decision was made to staff PLS (and Investigations) in all RTC

' Thii figure wis provided to the Review Team by the RTC, ts were other figures in this report unless

tttributed to other sources.

'
In • 1992 reorganization, the RTC's Baton Rouge field office began reporting to the Dallas regional office.
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regional and field offices. By May 1991, FDIC attorneys dedicated to RTC PL cases had

increased to 64, with 17 in Washington, seven in four regional offices, and 40 in the 15 RTC
field offices. At this time, the Dallas regional office included two attorneys, the PLS Counsel

and a senior attorney, Mr. Bumside. Reporting to this office were three PLS Section Chiefs

finom the Dallas, San Antonio, and Houston field offices. Each of these field offices had three

PLS attorneys, including the Section Chief.

In September 1991, the RTC Legal Services Division sqjarated from the FDIC. In the RTC,
PLS attorneys outside of Washington had separate rqwrting lines from other RTC attorneys

outside of Washington. PLS Section Chiefs in field offices reported to PLS Counsel in regional

offices, who in turn reported to the Assistant General Counsel-PLS (AGC-PLS) in Washington.

The AGC-PLS reported to the RTC Deputy General Counsel. Non-PLS attorneys outside of

Washington reported to Assistant General Counsel in the regional offices, the top Legal Division

officials in those offices, who in turn reported to regional Vice Presidents and to the General

Counsel in Washington.

The largest, most complicated PL cases, regardless of their geographic origin, generally are (and

generally always have been) handled in Washington.' Similarly, within the regions, the larger,

more complicated cases (that are not being handled in Washington) were handled by the regional

offices, as opposed to the field offices.

Organizational changes affecting PLS and RTC regional offices, particularly in 1992, caused

disruption in the Dallas office. These reorganizations and their effect on the PL program are

discussed in detail later in this report.

Concerns Regarding the Professional Liability Frograni

Concerns r^^rding the operation of the PL program at the RTC did not begin with the

Sq)tcmber 23, 1993 hearing in the Senate. In addition to Congressional committees, the General

Accounting Office (GAO) also has been monitoring the RTC PL program, and RTC PLS and

Investigations and the RTC Office of Inspector General also have conducted their own reviews.

The GAO testified in June 1992 that the RTC and the FDIC were not doing enough to pursue

PL claims, noting in particular that staffing shortages and reorganizations at the RTC had

' PLS case* may be handled by Washington PLS when tfaey have been deemed 'aignificaiU* by the AGC-PLS.

In the past, cases have been deemed significant when:

• they involved a defendant, such as an accounting finn, which may be involved with a number of

institutions in difTerent regions of the country, »o that the RTC sought a 'global* resolution with

the defendant;

•
they involved a nationally known business or political figure;

• Washington RTC management had a particular interest in the institutioo; or

• at the closing of the institution, institution assets were in excess of $1 billion.
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disrupted the PL program/ On August 11, 1992, the Senate Committee on Banking, Housing,
and Urban Affairs heard from three PLS attorneys who said that the RTC had seriously damaged
the PL program through staffmg and restructuring decisions, among other things, and that those

decisions may have been motivated by a desire to undercut the program. These allegations were

rejected by the then-CEO of the RTC at another hearing before the same Senate committee on

October 1, 1992.

Following these hearings, Chairman Riegle requested that the GAO respond to the issues raised

by witnesses at both hearings, assess the impact of RTC management changes on the PL

program, and continue to monitor PLS staffing and the filing and disposition of PL cases.

Chairman Riegle also requested that the GAO identify steps to assure the orderly transfer of the

RTC PL program to the FDIC when the RTC is terminated.*

In cariy 1993, the RTC CEO departed, and his responsibilities were assumed by Interim CEO
Altman. On March 16, 1993, in testimony before the House Committee on Banking, Finance,

and Urban Affairs, Lloyd Bentsen, Secretary of the Treasury and Chairman of the Thrift

Depositor Protection O'/ersight Board (Oversight Board), announced, as one of ten reforms to

improve overall RTC management, that he had requested the Interim CEO to review and to

recommend improvements in the organization and staffing of the RTC's PLS program.

In June 1993, the GAO completed its review of the PL program requested by Senator Riegle.

The GAO found "no evidence that the staffmg actions and reorganizations RTC took affecting

PLS were designed to impede the professional liability work."* GAO found, however, "that

some of the management actions taken by RTC, as they affected PLS, were ill-conceived and

pooriy implemented."' The GAO also noted that between March 31, 1992 and the date of its

rq)ort, half of the PLS attorneys had left the program, and that a high proportion of the

attorneys hired to replace them had less experience than needed. The GAO stated that there was

a risk that future investigations of PLS claims might suffer from inadequate staffing and the

staffs lack of experience. The GAO pointed out that, because the RTC is a temporary agency,
it is difficult to attract and retain PLS attorneys and recommended that the RTC work with the

FDIC to analyze and address the staffing needs of the PL program.'

* Gen'l Acct'o Office. No. GAO/T-GGD-92-42, Bank and Thwft Fao-UREs: FDIC and RTC Could Do
More to Pursue Professional lOABiLxrY Claims 14-17, 27-29 (1992).

' Gen'l Acct'o Office. No. GAO/GGD-93-105, Thrht Failures: Actions Needed to ^abilize RTC's
Professional UABmnr Prooram 1 (1993) (hereiiiaAer Thrht Failures).

*U.u2.

* The RTC and FDIC Offices of General Counsel have been discussing approaches Co improve morale, retain

qualified staff, aad effect a smooth Innsitioo of die RTC PL program to the FDIC. Both of these offices also are

reviewing and discussing dieir respective operational practices, with the goal of retaining the best practices from

each office and harmonizing their respective procedures to the extent practical.



421

The GAO's review of the "close-out" memoranda detailing the reasons behind decisions not to

pursue cases against institution-affiliated parties* concluded that the decisions were based on

"good faith and plausible litigation judgments."'" The GAO also noted actions taken by the

RTC to improve PLS case oversight, including quarterly case reviews by PLS managers, a

requirement that the AGC-PLS formally approve all case close-out decisions, and coordinated

training for regional PLS attorneys.

In the spring of 1993, the RTC in Washington also recognized that there were problems in

Dallas because the quality ofPL program work received firom that office seemed to decline, and

disagreements b^ween Dallas investigators and attorneys appeared more frequent. Both PLS

and Investigations dispatched teams headed by staff from Washington to Dallas in June 1993 to

review on-going cases to determine whether investigative and legal work was adequate. The

team sent by PLS identified cases needing attention, but reported that none of these cases had

been compromised, despite the ongoing problems between Dallas PLS and Investigations. The

team sent by Investigations identified several issues of concern and brought them to the attention

of Washington PLS and Investigations management in an effort to address them. A Washington-
based investigator also stayed in Dallas throughout the summer of 1993 to provide advice and

assistance.

The RTC Office of Inspector General (OIG) also reviewed the RTC PLS program and issued

a report in July 1993. The OIG reached generally the same conclusions as the GAO, including

the finding that there was no evidence of a management policy of covering up or willfully failing

to pursue fraudulent or negligent activity of institution-affiliated parties from institutions with

expiring statutes of limitations."

* The tenn *iiiitituik»-«ffilutledputiM* U defined at 12 U.S.C. | 1813(n).

** Thuft Failures at 9.

" See Office op the Inspector General, RESOLimoN Trust Corporation, Inspection Kept. INS93-005,

Review op allegations Assocuted with the Restructurino of RTC's Legal Division and its Effect

on the Professional LiAsajTY Section (1993) [hereiiuAer OIG Report].
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PROFESSIONAL LIABIUTY PROGRAM ORGANIZATION
AND OPERATION

Since 1992, several major reorganizations of the RTC and the PL program have disrupted PL

program work throughout the country. The resulting loss of experienced staff, reassignment of

on-going cases, lost knowledge regarding those cases, and physical transfer of files from one

office to another created delays in investigating PL claims. In some cases, these delays made

it difficult to complete tho-ough investigations before the expiration of the statute of

limitations." These reorg2x..zations appear to have t>een particularly detrimental to the

operation of the PL program in Texas. Coupled with a PLS and Investigations management
structure that fails to promote dispute resolution at all levels, the result is that small problems
in Dallas have a tendency to become larger problems.

The Review Team found a very high level of tension between PLS attorneys and investigators

in the Dallas office. The Review Team believes that the reorganizations contributed to this

tension, along with management deficiencies and personality conflicts. This tension flows from:

a lack of respect by PLS attorneys and investigators for each other's skills, a failure to identify

specifically the respective duties and responsibilities of PLS and Investigations, failure of PLS
and Investigations management in Dallas to work effectively together to address and resolve

conflicts, and failure of PLS and Investigations management in Washington adequately to

oversee, provide guidance, and intervene effectively when it became clear that the problems
would not be solved in Dallas. While this tension undoubtedly impaired the efficiency of the

PL program, it does not q}pear to have resulted in any failure adequately to investigate or

pursue PL claims.

Congress has sought to address some of the problems arising from the PL program management
structure. Under section 3(a) of the Resolution Trust Corporation Completion Act," the RTC
is required to appoint an assistant general counsel for professional liability, whose

responsibilities include the direction and supervision of all legal, investigative, and other

personnel involved in the litigation of PL claims. As of this writing, the AGC-PLS has been

appointed, and the Office of Investigations has been reassigned under the direction of the AGC-
PLS. The exact reporting lines of regional office PLS and Investigations staff still are being
determined.

The Review Team believes that a careful, considered implementation of this statutory

requirement can contribute significantly to improvement in the operation of the PL program in

Dallas. In light of the history of disruptions to the PL program, great care should be taken to

minimize the disruption caused when implementing this change in reporting lines.

The Review Team also believes strong, consistent oversight by the RTC in Washington also can

" See Thrdt Fae.URES at 7-11.

" Pub. L. No. 103-204, 107 SUt. 2369. 2374 (1993). codified at 12 U.S.C. ( 1441i(wK10).
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contribute to improvement in the operation of the PL program. The appointment of the AGC-
PLS, with responsibility for all aspects of PL program operations, provides ap opportunity for

such oversight that did not exist in the previous organizational structure of the PL program.

An explanation of recent RTC reorganizations and realignments, and their deleterious effect on

the PL program, follows.

1992 PLS Realignment

As noted above, following the creation of a separate RTC Legal Division, PLS attorneys outside

of Washington reported to regional PLS Counsel, who in turn reported directly to the AGC-PLS
in Washington. However, in a realignment of reporting lines armounced in January 1992 and

implemented in April 1992, the regional PLS Counsel began reporting to Senior Counsel for

Litigation in the regional offices, who in turn report to an Assistant General Counsel (AGC),
the top Legal Division official in each regional office. These regional AGCs report to the heads

of the regional offices, who are RTC Vice Presidents, and to the General Counsel in

Washington. This realignment made the reporting structure for PLS attorneys the same as that

which existed for non-PLS attorneys outside of Washington.

The result of this realignment was a loss of AGC-PLS operational control over PLS attorneys.

Although the AGC-PLS retained authority over policy matters and major cases, the AGC-PLS
was considered a second-line supervisor for regional PLS Counsel (later retitled as section

chiefs) only on their personnel evaluations and had only concurrence authority regarding the

hiring or firing of Counsel. All other PLS attorneys and matters outside of Washington,

including budget, were under the control of the regional office AGCs."

The impact of the PLS realignment in Dallas is difficult to determine because it occurred close

in time to the 1992 RTC reorganization, discussed below. The realignment meant that PL cases

imderwent two additional layen of review in the regional office before they were sent to

Washington. It is not clear that these additional layers of review improved the quality of the

PLS work products, or that the coordination between PLS and non-PLS sides of the Legal
Division was improved, which supposedly was 6ne basis for the realignment decision. The
Review Team believes that the loss of operational control by PLS in Washington over the Dallas

regional office PLS staff did not improve the overall operation of the PL program in that office.

1992 RTC Reorganization

In March 1992, the RTC decided to downsize and consolidate its operations nationwide. Its four

regional offices and 15 field offices were merged into six "supersites," one of which was Dallas.

As a result, the Houston, San Antonio, and Baton Rouge field offices were to be closed, and

their PL program work assigned to the Dallas supersite. In May 1992, the Dallas field office

and regional office were merged. The San Antonio field office was closed and its cases moved

'* See Thrift Faiuhies at 5-7.
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to Dallas in January 1993. The Houston field office was closed in May 1993; however, "in

September 1993, the RTC rehired eight investigators and four technicians for litigation support

in that office. Finally, although the Baton Rouge field office was to be closed in February 1993,

eight Investigations staff members remained in that office through June 1993, and six staff until

January 1994.

Some PLS attorneys and investigators from these field offices were offered the opportunity to

move to the new Dallas supersite. Only three of the Houston Investigations staff of 24 and one

of its three PLS attorneys accqjted positions in Dallas. Similarly, nine of the San Antonio

Investigations staff of 20, and only one PLS attorney, accq>ted Dallas positions. From Baton

Rouge, only two of 31 Investigations staff members moved to Dallas, but no PLS attorneys.

In addition, the announcement of the closing of the field offices in early 1992 started the exodus

of attorneys and investigators from those offices as they sought other employment. For

example, in Houston, three PLS attorneys had been handling over 40 institutions, including 33

with statute of limitations deadlines in March 1992. Once filed, these cases were subject to a

court-imposed expedited schedule known as the "rocket docket." One Houston PLS attorney left

in May 1992, and a second in December 1992. In January 1993, the remaining Houston

attorney moved to Dallas, but spent a significant amount of time in 1993 traveling to Houston.

Active files on which PLS attorneys in Houston and other field offices were working had to be

reassigned and learned by PLS attorneys in Dallas, an office which also was experiencing a high

turnover of PLS attorneys.

These changes were particularly devastating to PLS in terms of lost experience and knowledge
of ongoing cases. There has been an almost complete turnover in attorneys in three years; only
one attorney is now there who was there in 1990. Of the eight PLS staff attorneys, six have

been there for a year or less, and there are four staff attorney vacancies. The Review Team
notes that even though quarterly staffing levels for Dallas region PLS remained fairly constant

following the reorganization, the turnover was extremely high. In addition, some of the

attorneys who worked in PLS were "borrowed" from non-PLS positions at the RTC and worked

only for a few months on PLS matters. Although such stop-gap measures may have provided
some limited short term relief, some of these attorneys were not very productive in their short

time in PLS.

The Acting Section Chief in Dallas in December 1993 has returned to Kansas City. The current

Acting Section Chief is one of two Deputy Section Chiefs, and moved to Dallas from RTC PLS
in Kansas City in July 1993. Thus, there also is a vacar.cy in the Dallas PLS management.
Since May 1992, Dallas PLS has had one Section Chief, who left in May 1993, and two Acting
Section Chiefs. The Review Team believes that the frequent changes in Dallas PLS management
in the past two yean limited the RTC's ability to address and resolve problems between Dallas

PLS and Investigations.

The high turnover of PLS attorneys in the Dallas region also resulted in a high turnover of cases

among PLS attorneys. The 1993 RTC OIG rqxjrt on the 1992 reorganization found that

following the 1992 reorganization, 43 percent of PL cases were turned over to different PLS
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attorneys." The Review Team found that the turnover in the Dallas region over the past two

years was much higher; virtually every case in the Dallas region that was open at the time of

the reorganization has been transferred from the original PLS attorney to another PLS attorney,

and in some instances has been transferred a number of times.

By mid-September 1992, a total of 74 cases had been closed in the Dallas region, and 123

remained open. Of these 123 cases, 26 (21.1 percent) were transferred to a different PLS

attorney once. Another 44 cases (35.8 percent) were transferred twice following the

reorganization. Still another 36 cases (29.3 percent) were transferred to three times to sqjaratc

PLS attorneys following the reorganization. Finally, 14 cases (11.4 percent) were transferred

to four separate PLS attorneys, and three cases were transferred five times to different PLS

attorneys. Considering the complicated nature of PL cases and the time involved in becoming
familiar with a case, the turnover of the cases in Dallas among PLS attorneys, up to five times

in less than two years, unquestionably has been a sehous impediment to the prompt and thorough

resolution of these cases.

The Review Team believes that the detrimental effect on the PL program in Texas of the loss

of experienced RTC PLS attorneys is difficult to overstate, and that this loss contributed

substantially to the problems the Review Team identified. The Review Team further believes

that much of this loss of personnel is attributable to the 1992 PLS realignment, and the way in

which the 1992 reorganization was carried out.

The Review Team was told that it was difficult to attract and retain qualified attorneys for Dallas

PLS positions. Nevertheless, the Review Team believes that efforts should be made to fully

staff the Dallas PLS office, and to secure the services of attorneys with significant, relevant

experience. One potential reservoir of attorneys may be the FDIC. However, as the GAO
stated in its 1993 report, under an agreement reached between previous heads of the RTC and

FDIC, career permanent FDIC employees cannot accept positions at the RTC without giving up
their rehire rights with the FDIC.'* Because of the need for experienced attorneys and the fact

that the RTC expects to transfer its PL cases to the FDIC when the RTC is terminated, the

Review Team believes that, if it still is in force, the RTC and FDIC should reconsider this

agreement. In addition, the FDIC and RTC should consider whether other avenues are available

to accomplish the goal of fully staffing RTC PLS with attorneys with relevant experience.

Finally, the Review Team recognizes that RTC decisions on whether to close an office involve

much more than just the status of the PL program cases in that office. The Review Team also

notes, however, that PL program work tends to take longer to complete other than RTC
work." Therefore, the status of PL program work in regional offices should be carefully

" OIG Report at 7.

'• Thrift Failures at 20.

" For example, asset sales and commercial litigation typically require less factual investigatioo than PL cases.

Because of their complicated nature, PL cases often require one to two years of investigation before cases are filed.
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considered as the RTC winds down over the next 20 months. The closing and reopening of Ihe

Houston office for PL program purposes and the fact that the Baton Rouge office retained

Investigations staff until January 1994 graphically illustrate the point made by the GAO
regarding the 1992 reorganization: "some of the management actions taken by the RTC, as they
affected PLS, were ill-conceived and poorly implemented.""

1$>93 Investigations Realignment

Until August 1993, Investigations offices outside of Washington were part of the Operations

Division, and reported to regional Vice Presidents for Operations. In field offices such as

Houston and San Antonio, Investigations reported to the regional Investigations offices, such as

Dallas. Following the 1992 reorganization, the Operations Division, and thus the Investigations

unit, organized its offices outside of Washington as follows:

Atlanta Dallas Kansas City Denver

t t

Valley Forge Newport Beach

One of the management reforms announced by Oversight Board Chairman Bentsen during the

March 1993 RTC oversight hearing in the House of Rq)resentatives was the appointment of a

Chief Financial Officer for the RTC. The j^)pointment of that official in the summer of 1993

resulted in organizational changes at the RTC, including the transfer of the Office of

Investigations from the Operations Division to the Division of Asset Management and Sales.

Outside of Washington, this Division has three primary regional offices, as opposed to four for

the Operations Division. Thus, when Investigations transferred to the Asset Management
Division, RTC management decided to have three primary Investigations offices outside of

Washington, and three satellite offices reporting to these offices. As a result, in August 1993,

the regional Investigations offices were organized as follows:

" Thrift Failures at 2.
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Atlanta Newport Beach Kans.as City

Valley Forge Denver Dallas

The two results of this change were that (1) the reporting lines for the Denver and Newport
Beach Investigations Offices were reversed, and (2) the Dallas Investigations Office now reports

to Kansas City Investigations.

This change in reporting lines was not well received among investigators interviewed by the

Review Team in Dallas. A number of investigators told the Review Team that they viewed this

change as a punitive measure in response to the failure of the managers in Dallas Investigations

and PLS to work together. Others questioned whether the Kansas City Investigations staff was

as experienced as the Dallas staff, and still others questioned whether, considering the respective

case loads of the two offices, Dallas Investigations should have been given oversight over Kansas

City.

The change in reporting lines also resulted in the imposition of the Kansas City Investigations

organizational structure in Dallas. Prior to this change, the Dallas Investigations office was

headed by a Director, with two dqjuties. These deputies also assigned certain investigators to

"team leader" roles. With the imposition of the Kansas City organizational structure, Dallas

Investigations now includes a Director of Investigations and eight "deputies," with their roles

broken down along functional lines, as shown below:

Director of

Investigatioos

Supervisory

Investigator

Civil

Supervisory

Invesdgmtor

Civil

Supervisory

Investigator

Civil

Supervisory

Investigator

Adminis-

tration

Supervisory

Investigator

Criminal

Supervisory

Investigator

Civil Fraud

Managing

Investigator

Anafyiis &
Disposition

Managing

Investigator

Support
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Many of the investigators interviewed by the Review Team stated that although two deputies in

Investigations were not enough, eight deputies are too many. For example,, it was pointed out

that the Supervisory Investigator for Administration supervises only one investigator and two

technicians. Investigators also questioned the decision to put investigators who focus on

accountant liability claims and most of the technicians under the Managing Investigator for

Support. Investigators noted that the changes in position for a number of investigators, including

promotions to supervisory positions, meant that cases once again were reassigned to new

investigators, resisting in lost time when the investigators and their supervisors were required

to learn new cases. Another result is that fewer investigators actually are working on cases,

since more investigators now are supervisors. Further, some investigators commented that the

Kansas City Investigations organizational structure is not suited to the Dallas case load.

The Review Team was told that many of the functional duties assigned to the supervisory

investigators in the new organizational structure were being performed under the previous Dallas

Investigations organizational structure. However, the Review Team believes that the

formalization and assignment of these roles (such as Civil Fraud and Analysis & Disposition)

to particular individuals may help to ensure that these functions are performed." Nevertheless,

it is not clear to the Review Team that the individuals who are assigned these roles all need to

be supervisors, or that eight deputies are needed. The RTC may wish to address these issues

as part of its change to the Office of Investigations reporting lines required by the RTC
Completion Act.

Following the imposition of the Kansas City Investigations organizational structure on Dallas,

a "mentoring" relationship was established between supervisors in Kansas City and their

counterparts in Dallas. The Review Team believes that this may prove to be a valuable avenue

for sharing problems and solutions in each of the functional areas, regardless of how the Dallas

Investigations office is organized in the future.

Another practice from Kansas City that has been imported to Dallas is the "Blue Ribbon" system
for the conduct of investigations by PLS and the Investigations unit after a thrift is closed.^

Under this system, which was implemented in Kansas City in late 1991, Kansas City

Investigations and PLS agreed upon the following to accomplish the goals of the professional

liability program:

" For example, (he purpose of (he analysis and disposition function is to make a determination, at the start of

an investigation, regarding the potential for recoveries from institution-affiliated parties (so that the RTC does not

spend, say, $1 millioo trying to recover $20,000). This is consistent with, and arguably required by, the RTC's

statutory directive to resolve thrifts at the least possible cost. The analysis and diqxxition function becomes

increasingly important under the most recent extension of the statute of limitations for gross negligence and

intentional misconduct.

* &< memorandum from Robert H. Asbacher, Senior Investigations Specialist, and Julie Fry Yanda, Counsel

(PLS), to all Assistant Directors/Investigations and Section (Chiefs/Professional Liability, North Central Region,

Investigations/Professional Uabiliry Section Joint Cheddisis A Timetables for the Investigation of Professional

Liability Claims - North Central Region (November 26, 1991).
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• the identification of the tasks that need to be accomplished during the

investigation of professional liability claims;

• the responsibility (PLS or Investigations) for each such task; and

• the timetables for the completion of each task.

The goal of the Blue Ribbon system is to identify clearly what is expected of each member of

the PLS and Investigations team responsible for the development and pursuit of the RTC's

professional liability claims.^' The pnxxss includes timetables outlining duties, responsibilities

and deadlines both for Investigations and for PLS, as well as checklists for both units that

include more detailed, narrative descriptions and outlines of the specific steps that must be

followed in the investigation of professional liability claims. The process further includes a

timetable that outlines duties, responsibilities, and deadlines for regional Investigations

management in reviewing and monitoring the progress of PL claim investigations.

A number of investigators in Dallas told the Review Team that the change in reporting lines for

Dallas Investigations has resulted in the unnecessary generation of reports for Kansas City

Investigations oversight purposes, taking away time that should be spent on investigative work.

On the other hand, the Review Team heard numerous "finger-pointing" comments from both

PLS attorneys and investigators in which one side accused the other of failing to perform

satisfactorily the tasks for which they believe the other side was responsible during the course

of an investigation.

The Review Team believes that flexible adoption of the Blue Ribbon system in Dallas, or a

similar, agreed upon statement of duties, could clarify the roles and responsibilities of

investigators and PLS attorneys there. This would narrow potential areas of misunderstanding

and controversy. Having a mutually agreed upon time frame for the completion of tasks, and

clear guidance on who is responsible for performing those tasks, should help PLS and

Investigations management to monitor investigations and ensure that they are conducted in a

thorough, timely manner.

Investigations management in Washington stated that since the August realignment, the work

products from Dallas have improved and that the working relations between Dallas PLS

attorneys and investigators are better. The latter view was not shared by everyone in Dallas who
met with the Review Team. Washington Investigations management also stated that the Kansas

City Blue Ribbon system has been recommended to regional Investigations offices across the

country, but was not imposed in a rigid manner, and that they are not aware that it has raised

problems in other offices.

^ A more geaeal deacriptioa of Ott roles aiul responsibilities of PLS and Investigations was issued Co all PLS

attorney* aod investigators in September 1991. See memorandum from James R. Dudine, Assistant Director, Office

of Investigations, and John Beaty, Assistant General Counsel, RTC Professional Liability Sectioo, to RTC
Investigators and RTC-PLS Attorneys, ProfessioruU Liability Claims: Roles and Responsibilities (September 20,

1991) [hereinafter Roles <£ Responsibilities^ For the most part, the Blue Ribbon system elaborates on this

memorandum.
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Professional Liability Program Management Concerns

The Review Team believes that many of the concerns expressed over the PL program in Dallas

flow from the fact that investigators and PLS attorneys failed to work as a team. The Review
Team found that Legal Division and Investigations management failed to coordixute adequately
the efforts of their staff, resulting in delays in the completion of investigations of institution-

affiliated parties. In addition, as already noted, the Review Team found a very high level of

tension between PLS and Investigations, among managers -r-, well as staff. While most

interviewees expressed a strong commitment to their work and he success of the PL program,
this tension undoubtedly impaired the efficiency of the progran fhe Review Team believes that

personality conflicts led to a breakdown in cooperation that shuuld have been addressed earlier

by Dallas management or, when Dallas management failed to act, by PLS and Investigations in

Washington. Management failures in Dallas, inadequate oversight by RTC in Washington, and

RTC's decentralized organizational structure all contributed to the problem.

The Review Team found that investigators and PLS attorneys often were suspicious of earh

other's commitment to the program and doubtful of each other's competence. The Review Tei^.n

believes that these suspicions and doubts arose from a profound failure to communicate. It is

understandable that investigators
— many of whom come from banking or law enforcement

backgrounds
— would have significantly different perspectives from PLS attorneys, who are

essentially civil litigators. The differences in perspective led to equally understandable

differences in professional opinion about matters as fundamental as how a case should be

developed and who should be in charge.

Because Investigations reported to the "business" side of RTC, investigators generally considered

themselves to be rq)resentatives of the Legal Division's "client," and often believed that they
should make litigation and settlement decisions. They felt that this view was supported by the

fact that they had more extensive and more detailed knowledge of the cases than PLS attorneys,

who were essentially case managers supervising outside counsel.^ PLS attorneys, on the other

hand, did nc* share the view that investigators had the rights of a client. Moreover, they

generally fe. Jiat they had a better understanding of the complex legal and policy issues

involved, and they often expressed the view that the investigators' role was to help prepare the

case for closure, litigation, or settlement as the attorneys required.

Virtually all of the interviewees — both investigators and PLS attorneys
— acknowledged that

they had good working relationships with some of their colleagues in the other unit, but it was
clear that the dispute over duties and responsibilities led to a general breakdown in

communications between the two units. This breakdown was exacerbated by the physical

° Aj noted above, many cases were handled by number of PLS attomeys in a short period. Given the

tnnsten of cases among various attorneys and the high turnover caused by the reorganizations described earlier,

it is perhaps to be expected that PLS attomeys would take a certain amount of time to become familiar with their

caseload. It would be a mistake, however, to characterize such a learning period as evidence of incompetence or

lack of ability. On the other hand, the turnover rate in Investigations apparently was lower than in PLS, and

mvestigators often had a better opportunity than the PLS attorneys to team the facts of a case.
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and E-mails with 'return receipt requested* to establish that the message had been received.

The unresolved conflict over the roles of PLS and Investigations, and the failure of communica-

tions between the two units, gave rise to a number of actions that compounded the problems in

Dallas. For example, PLS established a policy prohibiting investigators from communicating

directly with outside counsel. Ostensibly this was to protect the attorney-client privilege; but

the policy was not established in writing and the Review Team was told that the policy was not

uniformly applied, leading some investigators to believe that it was punitive, rather than

remedial, llie Review Team also was told that Investigations established a policy, ostensibly

to control expenses, that documents could be copied only under the supervision of Investigations

and only to the extent approved by Investigations. It was reported that, in one case, an

investigator physically impeded the work of a copying service hired by PLS to reproduce
documents for review by outside counsel.

In addition, the Review Team was told that the Legal Division is developing a system for the

routine hiring of outside investigative contractors. This was portrayed as an effort to ensure that

all cases were given adequate attention, but a number of investigators expressed concern that this

actually was designed to bypass Investigations altogether. It appears to the Review Team that

this may be an unnecessary duplication of the work done by Investigations to identify and qualify

outside investigative contractors. Also, some interviewees raised questions regarding the ability

of PLS effectively to oversee the work of any such contractors.

These actions further harmed an already damaged working relationship between Investigations

and PLS. Management did not put a stop to it. Instead, the Review Team was told that

Investigations and PLS managers in Dallas quarrelled with each other and among themselves.

Many interviewees complained that there was no one with the autliority to resolve problems.
As noted previously, Investigations and PLS reported up separate lines to Washington; no one

in the field appears to have had the power or willingness to compel PLS and Investigations to

resolve a conflia, or to impose a resolution upon them. Moreover, the authority of Washington
was limited and confused by the multiple reorganizations described above.

Both PLS and Investigations management in Washington seemed reluctant to intervene directly.

For example, Washington management appears to have known of the policy prohibiting

investigators from contacting outside counsel, to have disagreed with the reasoning underlying
the policy, and to have been aware that it was causing friction between PLS and Investigations

in Dallas; but it has never addressed the problem. Similarly, many interviewees — both

investigators and PLS attorneys
—

complained that they had sought guidance on whether

Investigations was the client, but were never able to get an answer.

In short, differing opinions of the respective roles of PLS and Investigations created serious

conflicts in the Dallas region. PLS and Investigations management in Dallas entertained these

conflicts, and RTC's decentralized and often-changing organizational structure diminished

Washington management's ability to intervene. However, neither PLS nor Investigations

management in Washington appears to have effectively exercised what direct authority or power
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of persuasion it possessed to resolve matters in Dallas. Changes in the PL program
organizational structure mandated by the Resolution Trust Corporation Completion Act provides
the RTC with an opportunity to implement and enforce effective oversight

-
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INTERVIEWS OF INSnTUTION-AFFILIATED PARTIES

A concern expressed by Mr. Bumside at the September 23, 1993 hearings is that institution-

affiliated parties were not adequately pursued because many were not interviewed following S&L
failures. Mr. Bumside stated that:

The only way to understand the cause of the failure of a billion-dollar S&L is to

intendew people associated with the S&L and to obtain relevant records.

Congress gave the RTC a simple, tried and true tool to interview witnesses and

to investigate claims - the administrative subpoena.^

Mr. Bumside correctly notes the usefulness of administrative subpoenas, discussed in greater

detail in the next section, for obtaining information from institution-affiliated parties. However,
Mr. Bumside fails to mention that the RTC generally employs other means to obtain this

information before a subpoena is sought, and that those other means often are successful.

The Review Team specifically asked Dallas RTC employees whether investigations were

inadequate because institution-affiliated parties were not interviewed following the closing of an

S&L. The Review team also asked whether Dallas RTC employees were aware of any instances

when institution-affiliated parties should have been interviewed, but were not. In general,

interviewees did not believe there was any failure to interview such persons, or that

investigations were inadequate because of failures to interview, either by using subpoenas or the

other tools at the RTC's disposal.

A number of interviewees told the Review Team that, in hindsight, more or better interviews

could have been conducted. However, none of the interviewees identified a specific institution

that was not adequately investigated for this reason. Some of these interviewees told the Review

Team that at various times the RTC was not adequately staffed to prepare for and conduct

thorough interviews at the time of intervention. Other interviewees explained that because Texas

was the first area to experience a large number of financial institution failures, the RTC
interviewers did not understand the magnitude of the problem or the types of questions to ask,

and that early training in investigative techniques would have been useful.

Some investigators noted that PLS attorneys do not participate in interviews of institution-

affiliated parties at the time of closing, but that additional involvement by PLS attomeys in

preparation for the closing could improve the quality of the interviews and give the PLS attorney
a better sense of the institution and the individuals involved. Other investigators stated that it

is important for them to observe the depositions of institution-affiliated parties and others by PLS

attomeys to enable them to contribute effectively as the investigation goes forward and to gain
a better appreciation for the issues surrounding the case.

** Thomas J. Burnside, Statement Before the Senate CoMMnTEE on Bankino, Housing, and Urban
Affairs 7-8 (September 23, 1993) [hereiiuifter Statement).

— ~
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The RTC has policies and procedures for interviewing institution-affiliated parties.'^ "in

general, these policies and procedures require that before the RTC intervene in a failing S&L,
RTC PLS attorneys review the package prepared by the Office of Thrift Supervision (OTS) on

the institution to identify potential subjects for interviews. PLS attorneys are to discuss with the

intervention team's lead investigator who to interview, and what questions should be asked when

the RTC takes over the institution.

Investigations staff then assembles names and addresses of all potential witnesses, including

support staff, officers, and directors, and is responsible for interviewing these parties.

Investigations also identifies all pertinent documents, such as those related to internal loan

underwriting procedures, board of director, loan, or other committee minutes, and documents

related to lending and investment functions. In addition. Investigations obtains names and

addresses of borrowers and others with information relevant to potential target transactions.

Before conducting interviews, RTC procedures suggest that the Investigations team leader advise

the PLS attorney of the persons to be interviewed, and that the two agree upon interview outlines

for each person and determine whether PLS attorneys should participate. PLS attorneys are to

be available at intervention to provide advice and guidance to the investigators. Investigators

are to dictate notes of the interviews within 72 hours in a memorandum addressed to the PLS

attorney assigned to the institution.

Thus, the RTC's policy is to attempt to interview institution-affiliated parties at the time an

institution fails, when records often are on hand at the institution and recollections of persons

involved generally are more clear. If these interviews fail to produce necessary information, if

interviewees are uncooperative, or if further investigation reveals that witnesses need to be

questioned about other information, and those witnesses are unwilling to supply that information

without an administrative subpoena, then that tool is available.

RTC regulations outline procedures for PLS attorneys to issue subpoenas for the purpose of

conducting depositions and obtaining documents during an RTC investigation.^ Using this

investigative tool, PLS attorneys take sworn statements from institution-affiliated parties and

others to supplement information obtained at intervention interviews or through Investigations'

review of institution documents. In addition, after the RTC decides to pursue claims by

initiating litigation, normal pretrial discovery rules provide an avenue for obtaining information

and documents.

The Review Team believes that greater involvement by PLS attorneys in planninr interviews

before an institution is closed could make the interview process more productive. The Review

Team also believes that permitting investigators to observe depositions i^ a natural part of their

role as the prinuiry fact-fmders in PL claim investigations.

^ See RoUj A. Responsibilities.

» 12 C.F.R. part 1625, published at 58 Fed. Reg. 58,938 (November 5, 1993).
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THE USE OF ADMrNISTRATTVE SUBPOENAS

RTC Investigations Prior to Administrative Subpoena Authority

The vast majority of civil cases investigated in America do not rely on pre-complaint
administrative subpoenas because only a few government agencies, and no private litigants, have

this authority. For the majority of RTC cases handled by PLS prior to 1992, administrative

subpoenas were not used as an investigative tool to determine whether RTC should file a lawsuit

against an institution-affiliated party.

As discussed further below, the RTC's authority to issue administrative subpoenas was uncertain

until the end of 1990. Consequently, the RTC conducted investigations without exercising

administrative subpoena authority until mid- 1991, when it began to use subpoenas in a very

careful, conservative fashion. The investigation of failed Texas institutions before administrative

subpoenas were available began in the Washington RTC office when the RTC was established,

and continued in Dallas when the RTC office was opened there in January 1990.

The process used in the RTC PL program to investigate and judge the cost-effectiveness of

pursuing cases against institution-affiliated parties is straightforward. A PLS attorney first

reviews a Preliminary Findings Report (PFR), which generally is developed by Investigations

soon after an institution fails. TTie PFR is based on the regulator's examination reports,

interviews with institution-affiliated parties, and an initial review of the institution's documents.

The PLS attorney then requests that Investigations review defaulted loans (loan reviews) and

identify and analyze loans that may involve civil action (loan write-ups). Once this is

accomplished, Investigations conducts asset searches on potential targets and an analysis of assets

discovered in that process.

Before the availability of administrative subpoenas, PLS lawyers reviewed this work, done

mostly by Investigations, and made close-out or authority to sue (ATS) recommendations to RTC
management. Decisions on liability were based primarily on Investigations PFRs and loan

reviews. Decisions on cost-effectiveness of cases were based primarily on asset searches

conducted by Investigations and financial statements found in the records of the institution or

provided voluntarily by the target.

RTC Administrative Subpoena Authority and Use

The RTC is authorized to issue administrative subpoenas and subpoenas duces tecum to cany
out its statutory obligations to resolve failed savings institutions. The RTC's administrative

subpoena regulation and its subpoena procedures are the result of its unique legal status.

RTC administrative subpoenas are neither the grand jury subpoenas found in criminal practice

nor the post-complaint subpoenas found in civil practice. They are non-public investigative tools

used only prior to litigation. The primary purpose of the RTC's administrative subpoena is to

determine whether the RTC has a claim that it should pursue.
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The RTC uses these administrative subpoenas to determine whether it has valid claims against

institution-affiliated parties and whether there are assets that justify pursuit of such claims.

Administrative subpoenas also may be useful to decide whether to seek to void transfers of assets

or incurring obligations, or to seek to attach certain assets. Finally, the RTC must determine

whether pursuing any of these claims is consistent with its statutory obligation and with sound

public policy.

RTC Authority to Issue Administrative Subpoenas. The RTC has legal authority to conduct

investigations in its capacity as conservator or receiver for £ailed savings and loans and in its

corporate capacity as acquirer of these institutions' assets. Whether acting as conservator or

receiver, or in its corporate capacity, the RTC has in substance the same administrative subpoena

power and authority as the FDIC."

Initially, both the FDIC and the RTC believed that the authority to issue administrative

subpoenas ceased when an institution was declared insolvent or placed in conservatorship or

receivership. The Crime Control Act of 1990" subsequently clarified the administrative

subpoena powers of the FDIC and the RTC. This statute provides that, as conservator or

receiver and for purposes of carrying out any power, authority, or duty with respect to an

institution under their jurisdiction, the RTC and FT)IC may exercise any power established under

section 8(n) of the Federal Deposit Insurance Act (FDIA). Included in the section 8(n) powers
are administering oaths and affirmations, taking and preserving testimony, and issuing subpoenas
and subpoenas duces tecum to individuals and institutions.

Inference Between RTC and FDIC Administrative Subpoena Use. Upon its creation, the RTC
relied upon the FDIC's regulation in its administrative subpoena practice." However, the RTC
soon discovered that the FDIC regulation was not suited to the RTC's mission of investigating

closed and failed institutions and pursuing professional liability claims. The FDIC traditionally

had used its administrative subpoena powers only in pursuit of its supervisory authority over

open institutions. Further, courts raised issues regarding the RTC's use of the FDIC rule.

Finally, the statutory basis for the FDIC rule (section 10(c) of the FDIA) is different from the

statutory basis for RTC investigations (section 8(n) of FDIA and section 21A of the Federal

Home Loan Bank Act).

To meet the specific needs of its caseload, the RTC proposed its own rule, which was published

for comment in the Federal Register on July 27, 1992, and became final on November 5,

1993.*°

'Seen U.S.C. J} 1441«(bX4), I818(n), 1821(dX2)(I), «nd 1823(dX3XA).

* Pub. L. No. 101-647, | 2534{«). 104 SUt. 4789, 4882 (1990), codified a 12 U.S.C. } I821(dX2XI)-

* 12 C.F.R, ptrt 308, subpart K. The statutory authority for that regulation is found in section 10(c) of the

FDIA. The RTC* authority to rely upon the FDIC regulations without formal action of its own is provided by
12 U.S.C. I 1441a(a)(7).

'°
Supra note 26.
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Development of RTC Administrative Subpoena Practices and Procedures. After the Crime

Control Act of 1990 clarified its administrative subpoena powers, the RTC delegated its statutory

power to authorize the use of administrative subpoenas and subpoenas duces tecum in PL cases.

The RTC was very concerned about tlie use and perception of abuse of this investigative tool.

As a result, it centralized the issuance and enforcement of administrative subpoenas in its

Washington headquarters. Ultimately, this power was delegated to an RTC PLS Senior Counsel

in Washington, with concurrence authority held by the Director of the Office of Investigations.

The goal of this decision was to have uniform procedures for the use of RTC administrative

subpoenas and to develop favorable case law to support their use. In addition, the RTC believed

that it could have better success enforcing its administrative subpoenas in Washington because,

as the seat of the Federal government, there was a greater likelihood that judges in Washington
would be familiar with administrative law.

PLS staff discussed administrative subpoenas during the eariy part of 1991. By May 1991,

while the RTC PLS was still part of the FDIC Legal Division, RTC PI^ managers decided to

use the administrative subpoenas to determine whether to bring suit. Consequently, once a PLS

attorney had decided that liability was present and a cost-effective claim could be asserted, the

attorney was not to request the issuance of a subpoena, even if a case was not to be filed for

some time. The FDIC PLS training manual, distributed to new RTC PLS attorneys in early

summer 1991, contained the saine injunction." Administrative subpoenas did not become

available to RTC regional and field office PLS attorneys until late June 1991. Official caution

regarding their use and the modifications to the subpoena form by the RTC limited that use until

the beginning of August 1991.'^

Issuance of RTC Administrative Subpoenas. The RTC begins its investigation into a failed

savings association with its appointment as conservator or receiver for the institution. In many
cases, institution-affiliated parties are immediately interviewed by investigators and/or attorneys.

The RTC makes reasonable efforts to obtain factual information through any available source

and seeks voluntary cooperation with requests for information before administrative subpoenas
are requested.

The RTC investigative procedures discussed earlier in this section were not modified when RTC

** FDIC ProfeMionAl Liability Section, Proceduiml Minual for Staff Attorneys (June 4, 1990).

Tlie RTC developed and distributed its own procedural manual for PLS attorneys which includes guidelines

for orden of investigatioD (OIs) and a discussion of administiative subpoeius and authority to sue memoranda. The

manual also contains forms for particular types of subpoenas, a discusdoo of RTC subpoena case law, and other

informatioo to assist PLS attorneys involved in professional liability investigations. In addition, the RTC conducts

training at RTC regional offices for PLS attorneys on use of its administrative subpoenas, levisioas of subpoena

procedures, and updates on current case law.

" The PLS unit in Washington announced the ability to uae administrative subpoenas in an E-mail to PLS

attorneys on June 3, 1991; the first authoritative copy of the subpoena form was circulated on June 25, 1991.

However, the form changed throughout July 1991, as the RTC fine-tuned the form to beOer reflect Congressional
intent while continuing to exercise caution not to overuse this powerful tool.
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administrative subpoenas became available; administrative subpoenas simply supplemented and

enhanced those pnKcdures. Still, PLS attorneys could issue RTC administrative subpoenas only

during a limited period
— from the time PLS in Washington approved an order of investigation

(01) until the time a PLS attorney decided to recommend that the RTC pursue litigation." The

reason for not seeking administrative subpoenas after the decision to pursue litigation is that

following such a decision, information can be obtained in the normal pre-trial discovery process;

thus, to continue to use administrative subpoenas could be viewed as an abuse of this powerful
tool.

The RTC encourages PLS attorneys to use administrative subpoenas only after traditional

investigative techniques and efforts to obtain the voluntary release of information are exhausted.

If PLS attorneys determine that administrative subpoenas are needed to develop further

information after initial investigation, they request that PLS and Investigations in Washington

approve an OI, which constitutes an authorization to issue administrative subpoenas.

RTC OIs set out in broad terms the investigation's purpose and authorize specific PLS attorneys

to issue RTC administrative subpoenas and conduct depositions. RTC policy requires that PLS

attorneys submit a memorandum in support of a request for an 01 that includes a brief statement

of the facts, the reasons the subpoena power is required, the types of information to be sought,

and the categories of persons and entities from whom it will be requested. The memorandum
also is required to discuss previous efforts to obtain information voluntarily and the results of

these efforts. Both the RTC PLS Senior Counsel and the Director, Office of Investigations,

must review this information and concur in the 01. After the 01 is approved, PLS attorneys

may issue subpoenas and conduct depositions.

Enforcement of RTC Administrative Subpoenas. Many respondents comply with RTC
administrative subpoenas. However, because this is not always the case, the RTC has developed

subpoena enforcement guidelines.

PLS attorneys are required to contact the RTC headquarters in Washington when administrative

subpoena recipients refuse to comply with subpoenas and further negotiations are not

worthwhile. If the preservation of testimony or the production of documents continues to be

important to the ongoing investigation, the RTC considers enforcement action in the U.S.

District Court for the District of Columbia.** The RTC has won virtually all of the contested

issues in these cases, and in the process has gained judicial recognition of broad RTC powers

regarding administrative subpoenas, including many powers that are incident to the successful

° Thii policy was in place while Mr. Buniside woiked at the RTC. However, as the RTC's experience and

the case law nguding administrative subpoenas has evolved, the RTC's rule on the deadline for issuing subpoenas
has been extended beyond the time that an ATS memorandum is contemplated.

^ The RTC has defended pre-enforcemeol challenges to RTC administrative subpoenas brought in other courts

by parties under investigation, and in late 1993, a court ruled that the RTC may continue its enforcement

proceedings after initiating civil litigation. SeeLinde Thomson Langwonhy Kohn A Van Dyke, P.C. v. RTC. 5 F.3d

1508 (D.C. Cir. 1993).
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use of adniinistrative subpoenas.'^

Administratiye Subpoena Use in Texas

Although administrative subpoenas are an important investigative tool, as noted above, this tool

was not widely available to PLS attorneys until August 1991. Even then, because it had only

recently been made available to the RTC and policies regarding its use still were being

developed, it does not appear that administrative subpoenas were used widely in most early RTC
PLS cases.

In January 1990, PLS attorneys in Dallas, some of whom had PL claim experience from the

FDIC, began to handle cases. Initially, this office was assigned over 100 failed institutions,

many with a statute of limitations that expired in March 1992. Thus, the early PL program
work of this office, where Mr. Bumside was located, plus the early PL program work in

Washington, was accomplished without the use of administrative subpoenas.

Administrative Subpoena Use in Houston. The experience of the RTC's Houston field office,

which Mr. Bumside criticized in his testimony, provides some insight into the early use of

administrative subpoenas by the RTC. Regarding the Houston office, Mr. Bumside stated:

Well, let me tell you how little the subpoena power was used in Texas. In the

Houston field office in Texas, which was handling I think about 37 or 40 thrifts,

they issued three subpoenas out of the entire office. Three subpoenas. Do you
think those institutions were investigated?

I had one case in Houston where I issued 100 subpoenas on one case. . . .

Hundreds of subpoenas in one case, and three for the rest of the office. What the

hell happened?'*

As the following discussion will show, administrative subpoenas were not widely available

during the time period in which the vast majority of the Houston office's work had to be

accomplished. A number of factors contributed to this situation.

The RTC's Houston field office was established in April 1991 with a staff of three PLS attorneys

^
However, because RTC tdministrttive subpoena practice is ceotralized, eoforcement in a specific case may

be thwarted because of peadinj lidgatioa. For example, aevea district court orden enforcinf administrative

subpoenas for penonal financial tatemcnn wtte stayed for up to 13 moatbs by Ibe U.S. Court of Appeals for the

District of Columbia Circuit pending lesolutioo otKTC v. Wcdde (No. 92-S49S) and RTC v. Adams (No. 93-5010),

_F.3d_, 1994We«Uw87,383(D.C.Cir. March 22, 1994). Until Wolie and /(^amr were decided, other caaea

involving the enforcement of administrative subpoenas for personal financial statements could not go forward.

" Transcript of Hearing Before the Untfed States Senate CoMMrrrEE on Bankino, Housing, and
Urban Affairs 134-35 (September 23. 1993) (hereinafter TranscrdtJ.
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and an Investigations staff of 30. Unlike the Dallas office, none of these PLS attorneys had any
PL claim experience. The Houston office immediately was assigned 36 of .the approximately
125 institutions that had failed in Texas by May 1991. Of these 36 institutions, 33 (or 91

percent) had statute of limitation dates that ran ten months later, in March 1992."

The Houston office quickly investigated the 33 institutions with the March 1992 statute of

limitation dates. None of the Houston investigators or PLS attorneys were on site when these

institutions were closed in March 1989, and on some cases, little if any investigative work had

been done during the time the cases had been assigned to the Dallas office.^

As noted above, when it appears that administrative subpoena use will be necessary for the

investigation of PL claims, the first stq> for the PLS attorney is to request the approval of an

order of investigation by PLS and Investigations management The Houston PLS field office

sent its first set of requests for OIs subpoenas regarding 13 institutions to the Dallas PLS

regional office on July 3, 1991 for zpprovdl. On July 8, 1991, these 01 requests were approved

by Dallas PLS and forwarded to Washington PLS and Investigations for review and approval.

Additional discussions regarding these cases from Houston b^an after the OI requests were sent

to Washington. On July 10, 1991, Washington Investigations requested that Dallas

Investigations management analyze and prioritize the administrative subpoenas requested in the

13 OIs." Dallas Investigations manaf -nent objected to eight of the 13 requests for 01s

because of determinations they had made ^fon the cases were sent to Houston. Of these eight

cases, Dallas Investigations had determined that four should be dosed out, and that action on

the four others should be delayed. The Dallas regional office PLS, where Mr. Bumside was one

of two attorneys, also requested additional information on some of the requests for administrative

subpoenas, even though that office had approved the original request on July 8, 1991.

It is not unusual that the discussions regarding these OIs would occur, the administrative

subpoena authority still was foirly new, and there had not yet been a successful RTC subpoena

"
By compaiuoo, the Stn Antonio office had 13 institutioiu with Much 1992 statute of limitatiao dates, aztd

Dallas, which had bees opea dnce January 1990 and which had attorneys with PL claim expeheace, had only five

insritiitiona with March 1992 statute of Umitatioit dates. The March 1SI92 statute of limitation cases came from

institutiooa that Culed before the RTC wu created. Before August 1989, tfaeee caaea were handled by the FDIC

pursuaat to an agreement with the Federal Savings and Loan Insurance Corporatioa.

" In tfaear early review of the institutioos assigned to the Houston office, Houstoo PLS attorneys discovered that

little piogiess had been made in the investigatioa of assigned insrinuions by either the Dallas PLS or Investigatioos

staff. Tlie Houston PLS attorneys believed that this was the direct result of the extraordinary case loads both the

PLS lawyers and inveatigatoa shouldered with limited reaourcea.

* The ha diat Dallas PLS did not consult with Dallas Investigations management before the 01 requesU were

seat to Washington for approval demonstrates tfiat the lack of communicatian between PLS and Investigmtions in

Dallas has a long history.
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enforcement action.** Nonetheless, this internal debate slowed the decision-making process on

these Houston cases, and illustrates how conservatively the RTC used its administrative subpoena

power at the onset.

To seek approval to pursue any litigation in these cases, which normally would have occurred

after the issuance of an 01 and a period of investigation, the Houston PLS Section Chief, the

Dallas regional office, and the RTC in Washington had to approve authority to sue memoranda.

Review and approval of ATS memoranda by Dallas and Washington required extensive review

time: Dallas wanted 30-60 days, and Washington another 60-90 days. In early July 1991 —
about the same time that administrative subpoenas first became a\'ailable — the E>allas PLS

Counsel informed the Houston PLS Section Chief that all ATS memoranda for cases with March

1992 statute of limitation dates were to be in Dallas for review by late September.^' The

Houston PLS Section Chief wanted to receive ATS memoranda for review by Sq)tember 1,

1991. Thus, Houston PLS staff attorneys had to make decisions regarding whether to

recommend pursuing the Houston cases with the early statute of limitation dates by mid-August

1991.

As discussed previously, when a PLS attorney decided to seek authority to sue, no further

administrative subpoenas could be issued in that case. Therefore, the window of opportimity

to use administrative subfX)enas in Houston for the early cases was very narrow: from

approximately June 25 to August 15, 1991. As noted above, it was not common practice for

PLS attorneys to use administrative subpoenas until August 1991.

In addition, there are indications that the Dallas regional Investigations office believed that

approximately half of the cases assigned to Houston were not worth pursuing. The Review

Team was told that Dallas Investigations made this determination even before the cases were

assigned to Houston. The cases were sent to Houston because close-out memoranda had not

been written for the cases, even though decisions not to pursue the cases had been made months

earlier. These decisions, apparently based on a determination either that actionable liability did

not exist or that the pursuit of litigation would not be cost-effective, were made without the

benefit of subpoenas.

A former Houston PLS attorney estimated that 75 percent of all potential claims arising from

* At the tune the RTC's •dministimtive subpoena power was unounced, (he RTC did not know bow subpoait

recipients would respond. PLS attoraeyi funiliax with civil practice awimfd that courts would view as

unreaaooable a lubpoeoa return date of less than 30 days after service. A number of PLS attorneys ssw imrd that

the RTC would be required to enforce most administrative subpoenas, given the facl that it was a new tool without

judicial history. Tbey thought that enfotcemeat would take an additional 30 days after the initial month for

response. In Mlditioii. PLS attorneys believed that they could not enforce a subpooia after a deciaioo had been made

to write an authority to sue memorandum. Thus, in order to have administrative subpoenas issued and enforced

ca the bulk of Houston field office cases, Houston PLS aOomeys believed that they needed to issue subpoenas no

later than July 1991. Because of the short time the office was in operation and the status of work on the cases

assigned to the office, only a few cases were prepared enough to issue a subpoena by July 1991.

" Qose-out memoranda for cases with the same sutute of limitations date were to follow later.
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the 45 institutions eventually assigned to Houston were not amenable to the issuance of

administrative subpoenas because of the many factors discussed above.

Finally, the decision in April 1992 to close RTC field offices, including Houston, meant that

new cases generally were not assigned to those offices. Institutions on which a decision had

been made to close out the investigation remained in Houston for the preparation of close-out

memoranda. As noted above, the three Houston field office PLS attorneys began leaving in May
1992, and the two attorneys who stayed spent much of their time in litigation matters, i.e.. at

the stage when administrative subpoenas are not used. Indeed, although the Houston field office

was scheduled to close, that office is staffed with investigators and technicians and remains open

today, in part due to a court order that requires certain PL cases in litigation, related documents,

and document production to remain in Houston.

Thus, the use of administrative subpoenas in the Houston field office was a moot question for

most cases. Mr. Bumside's comments regarding the use of subpoenas in that office fails to

account for the situation that existed. The fact that only three administrative subpoenas were

issued does not mean that the institutions handled from the Houston field office were not

adequately investigated. In addition, even though I>allas Investigations had determined that

many of the cases sent to Houston should be closed, the Houston field office filed suit in 40

percent of the institutions under its control.

Administrative Subpoena Use in the Dallas Region. In his oral testimony, Mr. Bumside stated

that the RTC Investigations unit in Texas recognized the efficacy of administrative subpoenas

and pleaded for their use:

The investigations unit down in Texas was begging their attorneys to issue

subpoenas, absolutely begging people because they would be looking at records

inside the thrift and they couldn't go outside and figure out what happened until

they got the subpoenas.*'

The Review Team did not find support for this statement by Mr. Bumside.

In its interviews, the Review Team specifically raised the question of whether investigators or

PLS attorneys experienced difficulties in getting administrative subpoenas issued when they were

necessary to develop a case. With few exceptions,*' investigators stated that they did not have

* Transouft at 138-39.

" Ooe investigator documented a caae in which it took him over a year to persuade a PLS attorney to iasue a

ubpoena to punue a particular avenue of inquiry. Another investigator told the Review Team that a PLS attorney

met hif request for a aubpoau with (he reply that lubpoenas could not be issued without first receiving approval

of an order of investigatioo (which is correct); and that after the 01 was drafted and approved, the PLS attorney

still delayed for a time before issuing a subpoena.

The Review Team was told about two cases in which investigaton requested that a PLS attorney issue

administrative subpoenas, and received copies of signed, dated subpoenas from the attorney that supposedly had been
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problems convincing PLS attorneys to issue subpoenas when they were necessary. Moreover,

many Dallas RTC investigators have extensive backgrounds in thrifts and commercial banks, and

expressed confidence in their ability to identify potential claims in failed institutions. Many PlS

attorneys told the Review Team that they were comfortable using administrative subpoenas, that

they did not have problems convincing PLS management to dppTove requests for the issuance

of subpoenas, and that they believed they had received adequate training and support from

Washington in subpoena use and enforcement.

Although the Review Team did not find support for Mr. Bumside's statement that investigators

"were begging" PLS attorneys to issue administrative subpoenas, the Review Team also did not

find an environment or "culture" in the Dallas PLS office that seemed conducive to the proactive

use of subpoenas. The Review Team notes that many of the PLS attorneys in Dallas have been

there for only a year. Although they have received subpoena training, they work in an

environment where administrative subpoenas are not used actively.

This culture manifested itself in a number of fashions. First, some investigators complained to

the Review Team about PLS comments that sending administrative subpoenas "would send the

wrong message." The Review Team also finds such comments disturbing.

Second, some PLS attorneys stated that administrative subpoenas were not used in the past as

frequently as they should have been. This sentiment was echoed by RTC officials who reviewed

Dallas PLS case files. These officials stated that even Mr. Bumside did not issue enough

administrative subpoenas; he issued numerous subpoenas in a few cases, but also issued no

subpoenas in others.

However, to say that the culture of administrative subpoena use in Dallas is the reason that more

subpoenas were not issued is too simplistic. The Review Team believes that other factors

contributed.

Not surprisingly, one of those factors is that individuals have different approaches to case

development. PLS attorneys use different strategies in the development of cases and the pursuit

of recoveries from institution-affiliated parties. Individual investigators and, indeed, individual

PLS attorneys, may have disagreed on the appropriate strategy for a particular case. For

issued. However, when there was no re^jonse to the subpoenas, the investigators called the respondents and were

told thai subpoenas had DOt been served. These investigators believe the PLS attorziey drafted, signed, and dated

the subpoenas, but never served them, and that this was done deliberately to mislead them.

The Review Team also was told by an investigator of an incident to wUch Mr. Bumside referred in his

written itatrinnit, in which a PLS attorney denied an investigator's request for the issuance of idministrative

subpoenas, saying that sending a subpoena 'would send the wrong message.
*

Other investigators told the Review

Team that they had heard 'there were problems' with the issuance of administrative subpoenas, but could not

provide ^)ecific examples.

Finally, the Review Team was told about a case in which Investigations requested subpoenas from PLS by

E-mail, telephone calls, and official memorandum, but in which PLS never issued subpoenas.
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example, the Review Team was told that Mr. Bumside's method of operation was to focus'on
one case to the exclusion of all others, and that subpoenas were not issued in some of the cases

assigned to him because "he directed that no subpoenas go out.' It was alleged that Mr.
Bumside worked intensively on cases and issues he was interested in, and let other matters go
unattended. Similarly, the Review Team was told that another PLS attorney would work on only
one case at a time, and would not return telephone calls for days from investigators on other

cases. Problems between Dallas PLS and Investigations management inhibited the two sides

from discussing and resolving disagreements over the appropriate strategy for pursuing certain

cases, including whether subpoenas should be issued.

Another factor affecting the use of administrative subpoenas in Dallas may be related to

knowledge of the subpoena process. The Review Team found that many investigators were not

knowledgeable about the RTC's administrative subpoena issuance and enforcement processes,
and that this was a source of frustration for them, particularly when subpoenas were not

enforced. As noted above, the RTC provides training, guidance, and information on cjrrent

legal developments to PLS attorneys on administrative subpoenas.** The Review Team believes

that providing Investigations staff with similar information would decrease disagreements

regarding administrative subpoena use.

Finally, poor communication between PLS and Investigations in Dallas also has been a factor,

and has contributed to disputes regarding the use of administrative subpoenas. There are

legitimate reasons for PLS to decline to issue administrative subpoenas. For example, the PLS

attorney may have decided by that time to recommend that litigation be pursued, or an adverse

appellate decision may have influenced the PLS attorney's decision to issue or seek enforcement

of an administrative subpoena. Poor communication and the problems between PI.S and

Investigations meant that in some instances the legitimate reasons for not issuing a subpoena
never were discussed.*^

Going forward, the Review Team believes that regular case reviews, such as the ones now

**
See supra note 31. However, one PLS attorney related a recent incideat wbere a junior PLS attorney asked

whether administrative subpoenas could be issued to third parties, i.e., those who were tK>t iostitution-affuiated

parties, but who itonetheless might have information related to a PL claim. This evinces an iti.<Uqini>

understanding of the use of administrative subpoenas.

*' The Review Team considered whether a comparison of administrative subpoena use between various RTC
regions would be helpful in assessing whether administrative subpoena use in the Dallas region was f^t^Mwtf The
Review Team found it impossible to make any meaningful comparisons because of the differences in cases, the

number of cases, and the many reorganizations of RTC offices in various regions of the country. Because the

savings and loans in Texas were aome of the first to experience major losses, at a time when administrative

subpoena authority was not yet available, one might expect that subpoena use in the Dallas region would be less

than in other parts of the country. Also, some of the larger, more complicated PLS cases from Texas were handled

by the RTC office in Washington.

However, looking solely at numbers of subpoenas issued in the various regional office, it appears that the

Dallas office did not use subpoenas as aggressively as other RTC regional offices. This is particularly true in the

case of the RTC's Kansas City office, which consistently issued more subpoenas than any other RTC office.
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performed on a quarterly basis by PLS, could be an important oversight tool to assess the use

of administrative subpoenas in Dallas. The Review Team also believes that these quarterly

reviews should be integrated to include both PLS and Investigations work pn^lucts. Better

oversight and communication should bhng more consistency to the administrative subpoena

program, as managers develop and provide better guidance on when administrative subpoenas

are to be used.

Administrative Subpoena Use by Mr. Bumside. Mr. Bumside stated that he had issued 240 of

325 administrative subpoenas related to RTC investigation of Texas institutions.** He also

stated that 'Texas RTC attorneys issued five or fewer subpoenas on more than 90% of their

cases,'*' and presents this as evidence that no real investigation was performed. These

statements do not present an accurate picture of the situation in the Dallas regional office.

Any discussion of PLS administrative subpoena use must take into account several issues. First,

because the 1992 reorganization caused a turnover in the staff of the Dallas PLS, the office hired

many new attorneys. These new PLS attorneys did not have extensive experience in the

litigation of PL claims, as Mr. Bumside did. The time they had to spend learning files

transferred from other offices and determining whether litigation was appropriate before the

expiration of the statute of limitations was time these attorneys could not spend developing new

information by issuing subpoenas.

Second, any comparison of attorneys' use of administrative subpoenas must consider that even

experienced lawyers do not investigate cases in the same manner. Indeed, one interviewee told

the Review Team of a conversation in which Mr. Bumside acknowledged that Dallas PLS

attorneys had different philosophies regarding administrative subpoena use.

Third, PLS attomeys in the Dallas region handle a variety of cases, ranging from close-outs

through simple negligence to intentional wrongdoing. Mr. Bumside incorrectly portrays all

Texas S&L cases as 'looting' cases merely because many of his cases were. The issues in the

run-of-the-mill case handled by the field offices were more mundane: did negligence or breach

of fiduciary duty occur? If so, did a loss result? These questions often were answered by the

records of the institution, or by the institution-affiliated parties. For these kinds of cases,

administrative subpoenas were simply a tool, supplementing asset searches, to determine whether

litigation was cost-effective once liability was clear.

Fourth, the question of whether administrative subpoenas are used also depends on the stage of

the case, e.g., whether the case is early in the investigative process or in litigation. As noted

above, at the time Mr. Bumside was at the RTC, administrative subpoenas were not used after

a decision was made to seek authority to sue. One PLS attorney told the Review Team that he

seldom issues administrative subpoenas because virtually all of his cases are in litigation. The
Review Team notes that its review of Mr. Bumside' s administrative subpoena use indicates that

• Transcuft at 144.

*' Statement at 11.
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in some cases he issued subpoenas in the early stage of the case, but that the case later was

transferred to another PLS attorney. A number of Mr. Bumside's cases appear to have been

those at the early stage of investigation, when subpoena use was more likely.

The Review Team reached a number of conclusions concerning Mr. Bumside's use of

administrative subpoenas. First, the Review Team determined that Mr. Bumside was not the

only PLS lawyer in Texas who issued administrative subpoenas, despite the suggestion in his

testimony that they were not being used by other PLS attorneys.** As of May 1993, over 700

administrative subpoenas had been issued out of offices in the Dallas region, including 256 from

Dallas, three from Houston, 146 from San Antonio, and 256 from Baton Rouge.

Second, over half of the administrative subpoenas that Mr. Bumside issued apparently were

related to two comprehensive or *global" settlements: one with the accounting firm of Ernst &
Young and other with Pru-Bache Securities, Inc. Both of these global settiements were carried

out under the direction of PLS in Washington.*' For example, in connection with the Emst

& Young global settlement, Mr. Bumside issued administrative subpoenas relating to a number

of S&Ls with which Emst &. Young had done business, including BancPlus Federal Savings

Association, Bexar Savings Association, and Victoria Savings Association. However, Mr.

Bumside issued no administrative subpoenas related to another failed institution that was part

of that settiement. Hallmark Savings and Loan Association. Clearly, Mr. Bumside's

administrative subpoenas alone do not tell the whole story. Many other factors, such as the

efforts in Washington and nationwide of multiple Federal agencies, and the defendant's

litigation, public relations, and other costs, all contributed to the successful resolution of these

cases.

Third, Mr. Bumside's testimony attempts to equate the number of administrative subpoenas

issued with collection results.*** His premise is invalid. A subpoena is simply a legal process— in RTC cases an administrative process
— to cause a witiiess to produce documents or to

appear and give testimony. Whether or not issuing a subpoena results in collections depends

upon additional factors: the existence of information responsive to the subpoena, analysis of that

* Tb« following exchange occurred between Mr. Bumside and Senator Kerry:

Senator Kerjiy. Did you ask for *ut>poenas?

Mr. Burnside. I was issuing subpoenas.

Senator Kerry. Were they being asked for in these other cases?

Mr. Burnside. Not that I know of.

Senator Kerry. Why not?

Mr. Burnsddb. I have no idea.

Transcript at 138.

" The RTC has reached a number of global lettlements wi ^ nauotiaJ financial services firms that had done

business with failed ^*T « nationwide. These global settlemen: -.ove been achieved through the efforts of many
RTC attorneys, investigators, and other staff, and those of other .«ncies, such as the FDIC and OTS.

* Statement at 7-9, 11-13.
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information, and finally legal success in seizing the identified assets. While subpoena responses

may confirm suspicions raised by other documents or expand the scope ofan investigation,

sometimes a subpoena respondent has no assets. In other cases, analysis of the response may
not confirm an investigator's earlier perceptions, or a PLS attorney's efforts to seize assets

identified by a subpoena may not be successful.

The Review Team found that administrative subpoenas issued by Mr. Bumside did not always
result in collections. For example, although he did not discuss it in his testimony, Mr. Bumside
issued numerous administrative subpoenas in the RTC investigation of Piano Savings and Loan
Association. The RTC did not collect anything from institution-affiliated parties in its resolution

of this institution. The Review Team does not pass any judgment on whether there should have

been any recoveries from this institution, but mentions it to make the point that there is not a

direct correlation between the issuance of administrative subpoeius and recoveries.

Finally, administrative subpoena use by Mr. Bumside illustrates the fact that subpoenas may not

be issued in all cases. Mr. Bumside issued administrative subpoenas in just over 40 percent of

the institutions assigned to him. And of the nine institutions where Mr. Bumside did issue

subpoenas, over half of the subpoenas he issued were related to four institutions that were part

of global settlements directed by PLS in Washington. There were no PL recoveries for one
other institution, and the PL cases regarding the remaining four institutions are not yet closed.
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ADEQUACY OF INVESTIGATIONS

To summarize the results of its findings in the previous three sections, the Review Team did not

find support for Mr. Bumside's testimony that "it just wasn't investigated down there''' or that

[w]hen the statutes started to expire, case after case was officially closed without any real

investigation.""

The Review Team notes that each failed S&L includes multiple potential claims for recovery,

including claims against (1) directors and officers, (2) accountants, (3) attorneys, (4) appraisers,

(5) securities and commodities brokers, (6) fidelity bond insurance policies, (7) persons

suspected of civil fraud, and (8) controlling shareholders, persons participating in the conduct

of the affairs of the institution, and other institution-affiliated parties. Out of all of these

potential claims from failed S&Ls, interviewees told the Review Team about a relatively small

number of specific claims that they believe should be further reviewed." The Review Team

did not evaluate any of these claims; considering the communications and other problems

between PLS and Investigations, it is plausible that legitimate reasons for not pursuing some of

these claims simply were not explained to the interviewees.

Thus, the Review Team found no indication of a wide-ranging failure in the Dallas regional

office to pursue worthwhile cases. The discussions in the three previous sections regarding PL

program organization and management, interviews of institution-affiliated parties, and the use

of administrative subpoenas all highlight areas for improvement, but do not support the statement

that investigations generally were not adequate.

The Review Team believes that inadequate management in Dallas and in Washington contributed

to the problems in Dallas. The Review Team also believes that the quality of RTC

investigations, litigation, and recoveries in that office will continue to be adversely affected

unless the problems there are addressed. The Review Team understands the difficulty of this

task in light of the fact that the RTC has a statutory sunset, which exacerbates discontent,

uncertainty about tenure, and morale problems.

" Transcript at 134.

* Statement at 11.

" As noted at the beginning of thif report, Ibe Review Team hat assembled a list of the claims that interviewees

believe should have been pursued, or pursued more vigorously, and has forwarded thai list to the RTC for inclusion

in its ongoing review of cases in response to the exteasioo of the statute of limitatiooa for gross negligence snd

intentional wrongdoing in the Resolution Trust Corporation Completion Art. P.L. 103-204, 107 Stat. 2369, and in

the Emergency Supplemental Appropriations Act of 1994, P.L. 103-211, 108 Stat. 3.
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RECOVERIES FROM FAILED INSTITUTIONS

In his written testimony, Mr. Bumside charged that the RTC has very little to show for its

efforts in Texas. However, his figures regarding savings and loan losses are inaccurate, his

figures regarding PL program recoveries are understated, and his charge fails to take into

account both the obstacles to professional liability recoveries in Tejcas and the other recoveries

obtained there.

Savings and Loan Losses

Mr. Bumside's written statement for the Senate Banking Commitxee on September 23, 1993

presented figures relating to the cost of the S&L crisis.** Leaving aside Mr. Bumside's

figures, his analysis is flawed.

Mr. Bumside compares a future value to current dollars. Specifically, Mr. Bumside claims it

will cost $560 billion to resolve failed Texas S&Ls. This figure includes interest to the year

2029. However, Mr. Bumside's figure of $90 million recovered from professional liability

claims in Texas does not include the 35 years' worth of interest that could be earned on the $90

million until 2029. At seven percent interest, $90 million in 1993 would be worth in excess of

$1 billion in 2029. Mr. Bumside expresses "surprise" that most estimates of the cost of the

S&L crisis ignore interest," but it is precisely to avoid errors such as the one he has made that

economists compare funds expended at different points in time in present value terms.

Another problem with comparing the $560 billion to Mr. Bumside's $90 million is that the $560

billion is supposed to include all failures through 1999, while the $90 million only includes

recoveries on professional liability claims through June 30, 1993. The $90 million figure does

not include aU funds that eventually will be recovered on institutions that had failed by mid-

1993, let alone recoveries from institutions that have not yet failed.

Mr. Bumside indicates that the $1.4 trillion figure, on which the $560 billion in Texas costs is

based, comes from a Stanford Law and Poucy Review report. In particular, according to

Mr. Bumside, the report assumes a cost to resolve failed thrifts between 1989 and 1999 of $456

billion. A $1 .4 trillion price tag for the S&L crisis appears to be quite inflated. For thrifts that

have failed from 1989 to date, the most recent estimated resolution cost is $81 billion (the cost

is still estimated because the true cost will not be known until the last asset is sold and the last

claim is recovered), and the total projected cost through mid-year 1995 is estimated to be under

$100 billion. Although the Review Team did not attempt to make projections of future losses,

it appears that it would take another major thrift crisis to generate outlays anywhere near $456

" Statement at 1-5.

"
Id. ti 2.
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biUion by 1999.**

Thus, Mr. Bumside substantially overstates the cost of resolving failed Texas S&Ls. Based on

data between 1986 and 1992, Mr. Bumside assumes that 41 percent of the $1.4 trillion, or $560

billion, will be spent on resolving S&Ls in Texas. Based solely on outlays, $187 billion would

be allocated to Texas. Based on current estimates, it has cost the RTC $25 billion to resolve

insolvent thrifts in Texas. While significant additional failures are always possible, at the

present they are not anticipated.

Despite the flawed analysis, Mr. Bumside's point that the failure of Texas S&Ls has cost the

taxpayer a lot of money, and that only a small percentage of these funds will be recaptured

through professional liability claims, is undoubtedly true. However, that docs not lead to his

next conclusion that a substantial amount of these funds exist or could be recovered through

professional liability claims. For example, some part of the cost of Texas failures is due to

economic events such as high interest rates, a collapsed real estate market, plummeting oil

prices, and a depressed agricultural sector that cannot reasonably be blamed on institution-

affiliated parties. Thus, the fact that professional liability recoveries are only a small percentage
of the total recoveries from S&L losses does not imply an inadequate professional liability effort.

Recoveries from Savings and Loan Losses

In assessing the recoveries from savings and loan losses, it is important to remember that, while

fraud and self-dealing by institution-affiliated parties played a role in the nation's thrift crisis,

it was by no means the sole reason — or even the most significant reason — for thrift losses.

The National Commission on Financial Institution Reform, Recovery and Enforcement was

established by the Crime Control Act of 1990 to examine the causes of the problems in the

savings and loan industry. This Commission stated that "[wlhile not the cause of the S&L
debacle, unprecedented fraud emerged in the S&L industry."" The Commission judged that

fraud accounted for 10 to 15 percent of total S&L losses.'*

The Commission found that the following factors, among others, contributed to most of the

savings and loan losses:

^
Figures in this and the following pangraph are stated in nominal terms rather than present value terms, i.e. ,

the figures include interest costs over the life of the transaction.

" National Commission on Financial iNsrrnmoN Reform, Recovery and Enforcement, Origins and
Causes of the S&L Debacle: A Blueprint for Reform 3 (1993) [hereinafter Origins and Causes].

"
Id. at 8.
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• the perverse incentive of Federal deposit insurance to attract huge deposits at

subsidized rates, and to invest them in risky activities;

• -the macro-economic shock of unprecedented high interest rates adopted to combat

inflation from 1979-82;
• the relaxation of regulatory and supervisory standards, particularly in Texas;

• the 'boom and bust" cycle in real estate created by the Tax Acts of 1981 and

1986;
• accounting practices that masked the problems and encouraged fraud and abuse;

• regional factors, such as the massive overbuilding of real estate in Texas,

followed by the collapse of property values, oil prices, and agriculture; and

• delay in recognizing and addressing the problems."

Mr. Bumside ignores these factors in his written statement for the Senate Committee on

Banking, Housing, and Urban Affairs.
*°

Particularly in the Southwest, a depressed real estate

market led to a huge number of loan defaults, which resulted in the vast majority of losses

suffered by savings and loans in Texas. Money was lent on projects that were only partly

completed or, once completed, were not worth what they cost. Thus, while many institution-

affiliated parties acted negligently, or even with gross negligence, it does not follow that all of

them lined their own pockets as a result. In addition, while some institution-affiliated parties

committed fraud, they may have depleted their ill-gotten gains before the RTC initiated

litigation. Therefore, RTC PL program recoveries in Texas are by no means the full story.

The RTC has programs other than the PL program to recover losses from borrowers of failed

S&Ls, including by sales of notes and real estate (owned by the S&L through foreclosure), by

foreclosures, and by actions against the makers and guarantors of notes. Actions directly against

defaulted borrowers have resulted in substantial recoveries because:

• the claims generally are smaller;

• the claims are spread out among a larger population;
•

liability for a debt usually is much easier to prove than liability of an institution-

affiliated party for negligence, gross negligence or willful misconduct; and

• many of the borrowers have continuing business operations that they are reluctant

to jeopardize by undergoing involuntary execution on a judgment, and often they

are more likely to make some assets available to the RTC in settlement.

As shown in the following chart, recoveries obtained in the RTC Dallas region provide a basis

for understanding the total amount of recoveries from failed savings and loans in that area.

» &« W. «t 6-9.

* Statement at 1-5.
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RTC RECOVERIES — DALLAS REGION

1
Source of Recovery
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dqwsit insurance fund and the taxpayen." The Review Team found that the operation of the

PL program in Dallas could, and should, have been better, and continues .to be in need of

significant improvement. However, the Review Team also believes that it .is important to

present a complete and accurate picture of all RTC recoveries.

Professional Liability Program Recoveries in Texas

Since its inception, it has been the RTC's policy to bring a PL lawsuit only if the amount of the

recovery justified the expense of litigation. The RTC has no authority to bring lawsuits for

enforcement purposes, e.g.. to impose prohibitions on fiiture conduct of institution-affiliated

parties such as restricting their ability to serve on the board or work at a financial institution.

While other Federal agencies may proceed against wrongdoers without the same regard for costs,

the RTC's statutory obligation is to minimize taxpayer losses and maximize recoveries.**

Consequently, before bringing a lawsuit, the RTC tries to determine whether the defendant has

assets that will significantly exceed the cost of the suit. This determination necessarily involves

an attempt to weigh the probability of success either in negotiating a settlement or in successfully

pursuing litigation, and thus is not an exact science. Experience and good judgment must be

applied. Such experience andjudgment may not have been exercised consistently in Dallas. For

example, the Review Team was told that one of the PL program staff in Dallas had a "$2

million rule" for PL cases, i.e., unless there was at least $2 million in potential recoveries, the

case should be closed because the RTC's "fixed" costs in conducting an investigation and

pursuing a recovery through settlement or litigation supposedly were at least $2 million. The

Review Team notes that any investigation of a failed institution will involve some cost, and may
show that there is no culpable conduct or no recoverable assets. Nonetheless, the Review Team

questions whether the use of a bright line rule is consistent with good judgment, with RTC

policy, or with the RTC's statutory mission to maximize recoveries from failed S&Ls,"

The RTC found that few failed Texas S&Ls with actionable PL claims carried directors and

officers (D&O) liability insurance policies, and a large proportion of the policies in force in

Texas carried a "regulatory exclusion" clause that precludes payment for loss in coimection with

claims brought by a regulatory agency.** Consequently, there were very few insurance policies

** The Review Team recognizes that the PL program is an important componeot of the effort to recover losses

resulting from the reaolutioo of Culed Ihiifts. Some such losses may be realized when RTC is unable to sell assets

of a failed institution for the full amount the institution leat or contributed toward the acquisition of its assets.

However, such losses are often a part of the ordinary risk of doing business, and may not be attributable to fraud,

gross negligence, or other conduct giving rise to PL claims. See supra text accompanying notes 58-60.

* &» 12 U.S.C. { 1441a(bX3XCKi). (iv).

" See also supra note 19.

" A ntmiber of courts have held that the RTC and FDIC are regulatory agencies for purposes of applying

regulatory exclusioo clauses. See, e.g., Americxui Casualty Co. v. Baker, 1994 U.S. APP. LEXIS 4023 (9th Cir.

March 8. 1994); Nax'l Union Fire Ins. Co. v. RTC. No. 92-2836 (Sth Cir. Frfmiary 26, 1994); FDIC v. A/ntrican
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available to satisfy D&O claims in Texas. Looking beyond insurance coverage, the RTC found

in most cases that the personal assets of the directors and officers were limited. The largest

single asset owned by many of the directors and officers was often their residences, which are

largely protected from judgment by the generous homestead exemption in Texas.

Beyond officers and directors, PL program recoveries against other institution-affiliated parties,

such as accountants, attorneys, and appraisers, faced some of the same problems that D&O suits

faced; proving actionable liability for losses and flndLng assets to recover that will more than

cover the costs of the investigation and any subsequent litigation.

In his testimony, Mr. Bumside stated that the RTC has recovered a little more than $90 million

through its Texas PLS cases.*' This figure did not take into account cases that were in

progress, and that have since resulted in substantial recoveries. Mr. Bumside attempted to take

a snapshot of a moving target.

PL program collections are increasing as the laborious process of developing these cases is

coming to fruition. As of September 1, 1993 (the most recent date prior to Mr. Bumside's

testimony for which figures were available), the RTC had obtained settlements and judgments

involving PL claims for thrifts located in Texas that totalled over $155 million. By the end of

January 1994, PL recoveries in (he Dallas region totalled over $179 million, almost double the

amoimt cited by Mr. Bumside.

This trend of increasing recoveries is not confined to the Dallas region. As of the end of 1993,

national PL program setUements and judgments totalled over $744 million. Of this figure, $348

million was recovered in 1993 alone.

Professional liability Program Recoveries by Mr. Bumside

In his written testimony, Mr. Bumside takes credit for:

• $66 million of PLS recoveries;

• 73 percent of all PL program recoveries involving failed Texas S&Ls;
• 37 percent of all recoveries nationwide on the global settiement with Ernst &

Young;
• the second largest collective professional liability recovery for any RTC thrift in

the country (second to Lincoln Savings);
• 70 percent of all the director and officer recoveries in Texas;
• the two largest RTC setUements with investment bankers who dealt with Texas

thrifts;

Cajuai0'Co.,998F.2d4O4C7thCir. 1993); FDIC v. American CasuaUy Co.. 995 F.2d 411 (itbCii. 1993); FDIC
V. American Casualty Co. , 975 F.2d 677 (10th Cir. 1992); Fidelity A. Deposit Co. ofMaryland v. Conner. 973 F.2d

1236 (5th Cir. 1992); St. Paul Fire & Marine Ins. Co. v. FDIC. 968 F.2d 695 (9lh Cir. 1992).

" Statemekt at 6.
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• the largest RTC settlement with a commodities broker; and
• the largest RTC or FDIC recovery from a single accounting firm attributable to

a failed thrift.

Mr. Bumside further stated that in his over two years with the RTC, the case recoveries under

his supervision exceeded the combined total recoveries of all matters supervised by the 50-plus

other PLS attorneys throughout the country.**

As explained below, it is impossible to state with precision exactly how much of the Texas PL

program recoveries Mr. Bumside is responsible for. However, it is clear that Mr. Bumside's

personal claim of responsibility is overstated.

S66 million of PLS recoverUs, and 73 percent of all PL program recoveries involving failed

Texas S&Ls. The bulk of Mr. Bumside's claimed recoveries, 84 percent, are traceable to

allocations from global settlements by the RTC. These global settlements were reached with

firms that had done business with failed thrift institutions around the country, and were directed

by the RTC in Washington. A portion of these global settlements were allocated to institutions

in Texas to which Mr. Bumside was assigned. His claim of credit for these recoveries

overstates his role and contribution.

The largest global settlement was with the accounting firm of Ernst & Young. Of the total Ernst

& Young setdement of $400 million, $128.24 million was allocated to the RTC. Of this

amount, $51.08 million was allocated to three institutions in Texas to which Mr. Bumside was

assigned.** This represents 77 percent of Mr. Bumside's claim of $66 million in PLS
recoveries. Although Mr. Bumside contributed background information on some Texas

institutions for this national settlement and otherwise assisted in staff work, this project involved

other personnel from the RTC, the FDIC, and the OTS. Other PLS attomeys from Texas also

contributed to this case. The RTC's nationwide contributions to this collective effort were

supervised in Washington. Mr. Bumside claim of credit for this recovery ignores the

contributions of many people from multiple agencies.

The second global settlement for which Mr. Bumside claimed credit was an RTC settlement with

Pru-Bache Securities, Inc. The RTC in Washington and other RTC regional offices also

contributed to the global settlement. The total amount of the settlement was $6,597 million, of

which $1.5 million was allocated to the FDIC and $5,097 million to the RTC. Of this $5,097

million, $4,258,800 was allocated to institutions in Texas assigned to Mr. Bumside.

Thus, Mr. Bumside's claims of responsibility for $66 million of PLS recoveries and 73 percent
of all PL program recoveries involving failed Texas SSlLs are inaccurate because those figures

include the recoveries from the global settlements on which Mr. Bumside was one of many who

'Id.

*
$2.01 million was allcx:ated to an institution, Meritbanc Savings Association, assigned to another PLS attomey

in Texas.
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contributed. Recoveries from global settlements attributed to Texas institutions to which Mr.

Bumside was assigned total $55,338,800, or 84 percent of the $66 million in PLS recoveries for

which Mr. Bumside claims credit.

37 percent of the RTC's recoveries from the Ernst & Young global settlement. It is correct

that the RTC attributed 37 percent of the Ernst & Young global settlement to institutions in

Texas, antf that those institutions were assigned to Mr. Bumside. However, as noted above, Mr.

Bumside was one of many contributors to this multi-agency case directed by the RTC from

Washington. So, Mr. Bumside's claim of responsibility for 37 percent of all recoveries

nationwide on the Emst & Young global settlement also overstates his contribution.

The second largest collective professional liability recovery for any RTC thrift in the country

(second to Lincoln Savings). The second largest collective professional liability recovery at the

time of the September 23, 1993 Senate Banking Committee hearing for any RTC thrift in the

country was $50.99 million from Bexar Savings Association of San Antonio.™ Of this amount,

$43.69 million, or 86 percent, is attributable to the Emst & Young global settlement, which, as

noted above, was the result of the efforts of many people, including Mr. Bumside. The

remainder of the Bexar Savings PLS recovery, $7.3 million, or 14 percent of the total recovery

of $50.99 million, came from director and officer liability settlements.

Mr. Bumside was not the only attorney to work on matters related to this institution. For

example, a review of the subpoenas issued in the Bexar case indicate that four subpoenas were

issued by Mr. Bumsjde, but 12 were issued by his supervisor and one by another PLS attomey.

This illustrates the fact that, in addition to the global settlements, Mr. Bumside was not the only

PLS attomey who worked on some of these cases. Further, Mr. Bumside's supervisors also

could claim some credit for the work he performed under their supervision. The Investigations

unit also contributed to these cases.

Mr. Bumside's claim of responsibility for the second largest colleenve professional liability

recovery for any RTC thrift in the country is undermined by the fact that much of this recovery

is from a global settlement, and the fact that Mr. Bumside was not the only PLS attomey to

work on Bexar.

70 percent of all the director and officer recoveries in Texas. Mr. Bumside's claim of credit

for 70 percent of all the director and officer recoveries in Texas stems from his work on Bexar

Savings Association. As noted above, the RTC recovered $7.3 million from officers and

directors in this case, but Mr. Bumside was not the only RTC attomey who worked on this case,

which was completed by another attomey after Mr. Bumside left the RTC. Nonetheless, Mr.

Bumside's contribution on this case was significant, id this recovery represents a substantial

amount of the officer and director liability recoveries in Texas to date.

The two largest RTC settlements with investment bankers who dealt with Texas thrifts. Mr.

^Between 1991 and 1994, the RTC reached multiple settlemeots with individual directors, officers, accountants,

and others associated with Centrust Bank resulting in a total recovery of over $84.65 million.
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Bumside was instrumental in the two largest RTC settlements with investment bankers,

Donaldson, Lufkin, Jenrette and First Boston Company, which dealt with one Texas thrift.

The largest RTC settlement with a commodities broker. As discussed above, Mr. Bumside
coordinated the Texas portion of the Pru-Bache Securities, Inc. global settlement, and a large

part of this settlement was attributed to Texas thrifts.

The largest RTC or FDIC recoveryfrom a single accountingfirm attributable to afailed thrift.

Mr. Bumside' s claim in this instance apparently relates to the $43.69 million recovery
attributable to Bexar Savings Association as part of the Ernst & Young global settlement. For

all the reasons stated above, Mr. Bumside's claim of credit for this recovery also is overstated.

Mr. Bumside's statement that the case recoveries under his supervision exceeded the combined

total recoveries of all matters supervised by the rest of the PLS attorneys is inaccurate. As
noted above, Mr. Bumside's claims of recovery for which he was solely responsible includes

global settlements and is overstated. So, comparing his recovery figure to the recovery figures

from other RTC PLS offices outside of Washington, which also include recoveries from global
settlements directed from Washington, is misleading.

The Review Team was told in its interviews that Mr. Bumside's recoveries were greater than

those of other PLS attorneys because Mr. Bumside, as the only senior PLS attorney in the

Dallas regional office after cases were sent to other field offices in Texas, was able to "cherry-

pick" the cases in Texas with the best and fastest potential for recovery, while cases with

looming statute of limitation deadlines and those destined for "close-out" because of the lack of

assets or liability were sent to field offices in Texas. His position in the Dallas regional office

and his experience meant that he was in a position to work on those RTC cases related to Texas

institutions that were being directed by Lhe RTC in Washington, such as the Ernst & Young
global settlement. The Review Team did not attempt to confirm or deny these statements;

however, they generally are consistent with the RTC practice that high-profile, high-dollar, or

otherwise significant cases were retained by Washington or the regional offices.

In conclusion, the Review Team found evidence that Mr. Bumside was successful in pursuing
PL claims in Texas, particularly as part of a team that included PLS attorneys and investigators
from around the country who worked on large global settlements. Nonetheless, the Review
Team also found that Mr. Bumside's claims of credit for PL claim recoveries to be overstated.
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SUPPLEMENTAL SUBMISSION
By Bruce J. Pederson and Jacqueline P. Taylor

We wish to thank the Chairman and the Committee for the opportunity to submit
this response for the record. The half truths and hidden admissions contained in the
information provided by the RTC after the last oversi^t hearing compel us to pro-
vide the "rest of the story." It consists of the truth.

This statement addresses: (1) the festering damage to the RTC Professional Li-

ability ("PLS") Program; (2) the lack of protection for agency whistleblowers; and (3)
the absence of accountability for abusive RTC managers. These issues track our
RTC experience: we initially exposed gross mismanagement in the PLS Program,
subsequently suffered reprisals, and then were told that no retaliation had occurred
because a rigged grievance system said so. Meanwhile, those responsible for the

wasting of the PLS Program and the ensuing reprisals walked away with impunity.
These events of the past two years occurred at great cost to taxpayers and to the
detriment of RTC employees who wish to serve the public interest.

I. PLS Program
On August 11, 1992, we first testified before the Committee about how a major

RTC reorganization gutted the PLS Program. We warned about a host of oper-
ational nightmares that were sure to come. These included a substantial loss in
trained attorneys, rampant case reassignments, inefficient investigations, and
flawed reporting lines, all of which stood to compromise valuable PLS claims worth
millions, and perhaps billions, of dollars. We first gave these warnings to agency
management in the soring of 1992 just prior to the ill-fated reorganization.
The RTC stubbornly rejected our message and preoccupied itself with "killing the

messenger." It actually defended the PLS upheaval as an improvement to the Pro-

gram. Despite ample signals that PLS was in dire need of repair as early as June
of 1992,^ this approach was adopted by both the Bush and Clinton Administrations.
Although we stand by our earlier testimony regarding the motives for this behavior,
we choose now to focus on the track record of those entrusted with stewardship of
the PLS Program.
The RTC, and its oversight entity, the Treasury Department, have done little to

fix the broken PLS Program on their own accord. In March of 1993, Secretary Bent-
sen announced a "10 Point Reform Program" that was little more than a promise
to study the PLS Program. No meaningful reforms were implemented as a result.
Two months later. Interim CEO Altman inexplicably rejected Congressional offers
of assistance to lengthen PLS-related statutes of limitations at a time when the PLS
Program was in turmoil.

Instead, those repairs that did occur were mere reinstatements of PLS Program
features that were jettisoned or lost in the 1992 reorganization. The damage caused
by their absence soon became apparent, even to the KTC. For that reason, quarterly
case reviews and site visits were reinstituted or increased in frequency. Other
changes were forced on the RTC by the Congress. For example, the recently enacted
RTC Completion Act provided for longer statutes of limitations and reinstated the
independent reporting lines that were inherent to the original PLS Program.^

Vindication

Ensuing events have only served to confirm our original testimony. On October
1, 1992, former CEO Albert Casey appeared before the Committee and attempted
a feeble defense using a Staff Report prepared by the very Legal Division managers
who were responsible for the ill-conceived PLS reorganization. Thereafter, we wrote
a Rebuttal Statement which identified the numerous shortcomings in Mr. Casey^s
statement. It was made part of the hearing record.

In 1993, third party investigations vindicated our original testimony. In June, the
U.S. General Accounting Office ("GAO") issued a report that extensively criticized
the PLS reorganization. In July, the RTC Office of Inspector General ("OIG") re-
leased its own report and echoed the adverse GAO findings in greater detail. Both
reports failed to find any evidence that the PLS Program had been improved by the
reorganization. If anything, PLS operations had been significantly disrupted at a
critical time when dozens of cases around the Nation had lapsing statutes of limita-
tions. Indeed, as reported in the press, PLS case filings plummeted after the reorga-

^
Pages five to seven of the RTC Report regarding the Dallas PLS Office, cited herein at n.

12, describe the red flags that were known to responsible officials.

*Pub. L. No. 103-204. 107 Stat. 2369, (1993), codified at 12 U.S.C. § 1441afbX14) and
§ 1441a(wX10).
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nization.^ RTC PLS efforts in Texas, the cradle of the S&L crisis, were particularly
poor.'*

Additional evidence corroborating our initial testimony came from RTC manage-
ment and staff as we'll. On March 30, 1993, then Acting General Counsel Richard
T. Aboussie and then PLS Assistant General Counsel Thomas Hindes admitted to

a House Oversight Subcommittee that the PLS Program was seriously understaffed
with inexperienced lawyers, top heavy with supervisory layers, and balkanized.' Al-

though the looming "ETC sunset date" was blamed, these problems were aU self-

inflicted by the reorganization. Later, on September 23, 1993, this Committee con-
ducted a hearing which consisted of testimony from thirteen RTC whistleblowers.^
One of the witnesses was Mr. Thomas Bumside, a former PLS Senior Attorney in
the RTC Dallas OHlce. He described the operational chaos that resulted from the
1992 reorganization and compromised PLS work in Texas.*^

The most recent validation of our views came from the Treasury Department and
RTC. In April 1994, the RTC PLS was forced to seek attorney recruits from the
FDIC in order to fiU staffing tables. That same month, the RTC released an internal

report which disclosed the enormity of the operational difficulties afflicting the PLS
Office in Dallas. This report was the product of an investigation conducted by a "Re-
view Team" composed of Treasuiy and RTC officials. Their on-site inquiry examined
the issues raised by Mr. Bumside at the Whistleblower Hearing last fall. It was
most disheartening to see so many problems uncovered in Dallas when Treasury
had been on notice of serious flaws in the PLS Program for over a year.

PLS Warning Chart

In order to graphically illustrate how ensuing events have vindicated our initial

testimony from 1992, we prepared a "PLS Warning Chart" (the "Chart") which ap-

pears as Exhibit "A" to this statement. The Chart displays our warnings about sev-

eral key PLS subjects (.e.g., attorney turnover, case reassignments, reporting lines)

and tracks how those positions were confirmed by third parties, rncluoing the RTC
itself, during 1993 and 1994.
We chose to use the findings from 1993 GAO and RTC OIG Reports as well as

the recently issued RTC Report regarding the PLS Office in Dallas. For dramatic

contrast, we also included former CEO Casey's remarks in defense of the PLS reor-

ganization. Thus, there are four colunms found in the Chart: Column #1 contains

excerpts from our testimony;® Column #2 quotes former CEO Casey's statements;^
Column #3 consists of finddngs from the GAO i° and RTC OIG; ^^ and Column #4
discloses the contents of the RTC Report analyzing the Dallas PLS Office.^^

1994 RTC Dallas PLS Report
The Dallas PLS Report deserves special mention. It represents the most recent

evaluation of RTC PLS operations in the wake of the 1992 reorganization. Because
the Report was a byproduct of the ^Tiistleblower Hearing when we last testified,

we have not had the opportunity to comment on its contents before this Committee.
The timing of the release of the Report and its contents appear interwoven. Al-

though a team of seven lawyers and investigators completed the "leg work" for the

^Keil, Richard, "Recovery of S&L Losses Drops Off," San Francisco Examiner, May 14, 1993

atB-3.
•Keil, Richard, "RTC Gets Back Little of Texas Losses' Fort Worth Star-Telegram, January

12, 1994 at .

^Professional Liability and RTC Contracting With Lawyers, 1993: Hearings Before the Sub-
committee on General Oversight, Investigations, and the Resolution of Failed Financial Institu-

tions of the Committee on Banking, Finance and Urban Affairs, 103rd Cong., Ist Sess. (March
30 1993).

^Resolution Trust Corporation Whistleblowers, 1993: Hearing Before the Senate Committee on

Banking, Housing, and Urban Affairs, 103rd Cong., Ist Sess. (September 23, 1993) ("Whistle-

blower Hearing").
''Id. at 51-64, 131-178, 441-539.
^Consolidation of the Professional Liability Section of the RTC Legal Division, 1992: Hearing

Before the Senate Committee on Banking, Housing, and Urban Affairs, 102nd Cong. 2nd Sess.

(August 11 and October 1, 1992) ("PLS Hearings").
Hd.
>•» U.S. General Accounting OfBce, Thrift Failures: Actions Needed to Stabilize RTC's Profes-

sional LiabUity Program, (June 1993) (No. GAO/GGD-93-105). See also U.S. General Account-

ing Office, Bank and Thrift Failures: FDIC and RTC Could Do More To Pursue Professional Li-

ability Claims, (June, 1992) (No. GAO/T-GGD-92-42).
^^RTC Office of Inspector General, Review of Allegations Associated With the Restructuring

of RTC's Legal Division and Its Effect on the Professional Liability Section, (July 20, 1993) (In-

spection Report INS93-005).
"RTC, Report: Review of the Professional Liability Program in Dallas, (April 1994) (the "Dal-

las PLS Report").
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Report in December of 1993, it was not made public until April of 1994. During that
interim period, Treasury oflicieds made repeated assurances that release of the Re-

port was imminent. We only can surmise that the embarrassing findings contributed
to the tardy issuance of the Report. In the end. Congressional and media pressure
finally led the RTC, standing in the shoes of the Treasury Department, to release
the Report.
Perhaps the Treasury Department deliberately chose to wait until Interim CEO

Altman stepped down on March 30, 1994, so that the adverse findings of the Report
would revert to being the exclusive problem of the RTC. The problems in Dallas,
however, were known and neglected during the year that comprised Mr. Altman's
"watch."
Two major points need to be made regarding the contents of the Dallas PLS Re-

port. First, the Report clearly supports our predictions of the operational nightmares
that would arise from the PLS reorganization. The Report chronicles the serious

f>roblems
of subpoena underutilization, attorney turnover, case reassigmnents, staff

riction, management impotence, and impaired efficiency. In its own words,
"Since 1992, several major reorganizations of the RTC and the PL program have

disrupted PL program work throughout the country. The resulting loss of experi-
enced staff, reassignment of on-going cases, lost knowledge regarding those cases,
and physical transfer of files from one office to another created delays in inves-

tigatmg PL claims. In some cases, these delays made it difficult to coniplete thor-

ough investigations before the expiration of the statute of limitations." ^^

Nothing in the
Report supports the RTC's initial position that the reorganization

somehow improved the PLS Program. In fact, the underlying evidence was so nega-
tive that the authors of the

Report were only able to quibble over whether Mr.
Bumside's testimony overstated tne problems in Dallas. The Report does not dispute
the existence of serious difficulties in that office.^*

Second, there is every reason to still believe that valuable PLS claims were com-
promised by the 1992 reorganization. The grave disruptions listed in the Report are
the very kind most likely to threaten the pursuit of PLS claims. It is ludicrous to

suggest that
every

viable claim has been pursued by a program which fails to ag-
gressively use administrative subpoenas, features inadequate management and
oversight, harbors a

veiy high level of tension between team members, exhibits im-
paired efficiency, and has been severely disrupted by staff turnover and case

reassignments. iTie Report even admits at page seven that "the quality of PL pro-
gram work received from [Dallas] seemed to decline" after the reorganization [em-
phasis added]. The reasoning used by the RTC is akin to saying that a failed finan-
cial institution had unsafe and unsound lending practices yet sustained no losses
in its loan portfolio. Such a premise and conclusion rarely, if ever, occur together
in reality.

Notwithstanding its lengthy inventory of operational problems and their con-

sequences, the Report jumps to the blithe conclusion that there was no "wide-rang-
ing failure to pursue professional liability claims in Texas." There is no evidentiary
support for this leap of faith. If anything, the reader is led to suspect that some
claims were missed by the RTC. The Report concedes at page three that a list of
cases which "should have been pursued, or pursued more vigorously" was prepared
in conjunction with interviews of RTC employees. Although the RTC fails to disclose

numbers, the text leaves the reader with the
impression that multiple PLS claims

were bungled. Even one blown claim is inexcusaole insofar as dollar recoveries on
most PLS claims range between six and seven figures. The taxpayer should not have
to subsidize this gross incompetence.

Finally, the Report contains two key admissions that undercut its own rhetorical
conclusion of "no harm, no foul." Page thirty-four of the Report states that, "the

quality of RTC investigations, litigation, and recoveries in [Dallas] will continue to
be adversely affected unless the problems there are addressed." Impaired investiga-
tions, litigation, and recoveries are just another way of saying that viable claims
have been compromised in whole or in part. Furthermore, it remains a mystery as
to how the Review Team could maintain that no PLS claims were damaged or lost
when its own Report admits at page two that "individual RTC case files were not
reviewed. The litany of operational problems described in the Report can only create
a strong presumption that tsixpayer interests ultimately suffered due to reduced re-

^ Dallas PLS Report at 8.

^*Mr. Bumside is expected to submit a rebuttal to the Report to address its understatements
and misrepresentations. Other observeis already have attacked the methodology and findings
of the Report "RTC Report Discounts Impact of Chaos in Dallas Office," Bank Lawyer Liability
Reporter, April 29, 1994 at 5.
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coveries. In the end, we concur with the Chairman's characterizations of RTC PLS
efforts as "tanking" investigations and "taking a dive." ^*

II. RTC WmSTLEBLOWER PROTECTIONS

Treasury and RTC management have conducted a vigorous public relations cam-
paign with this Committee and the press in arguing that whistleblowers are pro-
tected at the RTC. The "spin" for public consumption includes reference to a policy
statement by Mr. Altman (issued on October 4, 1993), a newly created OnJbuds-
man's Office, and new OIG guidelines.^® The agency's grievance process also contin-
ues to be endorsed by management as a realistic tool for resolving employee con-
cerns. Finally, the RTC plans to spend more taxpayer money to hire a consultant
who will "study the quality and the coordination of tiie grievance, EEO, and IG pro-
cedures." ^'

As the senior whistleblowers of the RTC, we take great exception to this display
of "smoke and mirrors." These measures have no practical effect. Whistleblowers
continue to suffer reprisals at the RTC and the

perpetrators go unpunished. The ac-

tions of Treasury and RTC officials do not match their words. Indeed, we challenge
them to name even one RTC whistleblower who has exposed mismanagement with-
out being punished. WhUe we do not pretend to speak for all of the witnesses from
the Whistleblower Hearing, subsequent media accounts suggest that several of those
stUl on the agency payroll have met with reprisals.^®

Continuing Retaliation

Our retaliation experience at RTC was exhaustively documented last year.^^ No
other RTC employees have suffered all of the forms of vindictive treatment we have
endured since May of 1992: arbitrary removal from PLS duties without cause and
despite exemplary job performance; exile in outlying buildings; threats to co-workers
for associating with us; slanderous statements to us, the OIG, the Congress, and the

media; censorship of our mail from oversight entities; assignment of "make work"
tasks which atrophied our professional skills; refusals to rule on our grievances for

over eighteen months; exclusion from objective consideration for vacant manage-
ment positions in Denver (including PLS); a covert invasion of Mr. Pederson's
WordPerfect computer files without his consent, a court t rder, or a legitimate busi-
ness purpose; and a "gag order" on Ms. Taylor banning her from discussing whistle-
blower and PLS public policy issues with the press. None of these injustices have
been corrected. Instead, these injuries have been compounded each time the RTC
has rejected or ignored our requests for relief.

RTC efforts to dodge responsibility for this prolonged and unfair pattern of treat-

ment are unpersuasive. Agency officials belittle individual incidents while ignoring
the totality of this punitive conduct over a two year period. The RTC also argues
that other employees may have endured some of these forms of punishment. With
this way of thinking, "two wrongs do make a right." Contrary to management's
flawed reasoning, any conduct which chills employee efforts to report mismanage-
ment should be deemed to be retaliatory. The grievance examiner used the same
approach in rejecting our reprisal allegations.

Conversely, outside observers who take the time to examine this record readily
conclude that we endured retaliation for exposing the PLS reorganization and subse-

quent management efforts to punish us. Representative Patricia Schroeder so testi-

fied before uiis Committee last fall.^° The Cavallo Foundation reached the same
conclusion in awarding us the prestigious 1993 Cavallo Prize for Moral Courage in

Government and Industry. Numerous broadcast and print media reports about our

"Whistleblower Hearings at 53, 57.

"See RTC Response at page one to Chairman Riegle's followup question #1. See also testi-

mony by Roger Altman at pages 88-89 of the unofficial transcript from the RTC Oversight
Board Hearing held on February 24, 1994, before the Committee.

^'See Letter from Roger Altman to Donald Riegle, Jr. (February 10, 1994). The agency could
obtain the same insight for free by listening to its own employees. They know better than any-
one what problems aulict all of these inefTective procedures.
"See Hanchette, John, "Government Whistleblowers Still Being Harassed, Abused," Gannett

News Service, March 27, 1994; Granelli, James, 'S&L Agency's O.C. Office Called House o/"

Pain," Los Angeles Times, November 28, 1993 at Dl.
"Whistleblower Hearing at 181-185, 323-387.
** Whistleblower Hearing at 12. "Since first raising questions about RTC activities, Jackie and

Bruce were denwted, isolated in a separate building, and threatened with transfers to Kansas
City. And in the most recent example of what I consider to be retaliation, Bruce's computer was
broken into and his files were copied. Call me crazy, but breaking into a whistleblower's com-

puter sounds a little like retaliation." Id. at 82.
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RTC experience have invariably disclosed an agency track record of reprisal and
abuse.

Treasury IRTC Indifference

After the Whistleblower Hearings last September, we actively sought relief for our
retaliation injuries from Treasury and newly installed RTC officials. Contrary to

their rhetoric and the policy statement, Mr. Altman, the RTC Ombudsman (Jack

Buckley), and the RTC General Counsel (Ellen Kulka) have, time and time again,
failed to provide any relief. Their failure to right past wrongs was a perpetuation
of the original reprisals. In at least one case, described below, they have piled on
with their own reprisals.

It is equally telling that, despite Treasury promises to consult with the witnesses
from the Whistleblower Hearing, the majority never were contacted by Treasury. By
its own admission. Treasury spoke with only six of the thirteen witnesses (bv tele-

phone or in person). Many of the witnesses, Uke Mr. Bumside, who did speak with

Treasury officials had to initiate the process. We never were contsu:ted.^^ We beUeve
that our experience was the norm.
Our efforts and the stone wall of indifference are well documented in Exhibit "B."

(Exhibit "B" held in Committee files.) It contains a lengthy series of memoranda,
letters, and electronic mail ("E-Mail") between us and senior Treasury or RTC offi-

cials that date back to spring of 1993.^ All told, we exchanged 41 written commu-
nications, conducted several lengthy telephone calls with Treasury officials, and had
one face to face meeting at our initiative. The subject matter invariably included the

damaged PLS Program, past and present retaliation against us, and the absence of

management accountability at RTC. The volume was dictated by the intransigence
of both Treasury and RTC officials. Their vague replies necessitated repeated inquir-
ies.

A quick review of the correspondence illustrates the hostility toward whistle-
blowers that still pervades RTCJ and Treasury. Former Interim CEO Altman de-
clined to provide justice in our cases on three separate occasions. He denied both
of our grievances on January 5, 1994 (after a decision was due for over fifteen

months) and denied an ensuing request for reconsideration by Mr. Pederson on
March 22, 1994. In all three instances, the cursory nature of his denials consistently
failed to address our specific points. Instead, Mr. Altman took refuge behind two
sUpshod grievance examiner reports (discussed in detail below) which failed to find

any evidence of retaliation against us. On February 22, 1994, the RTC Ombudsman
followed suit and rejected an appeal by Mr. Pederson. Mr. Buckley ducked jurisdic-
tion by deferring to the grievance decision reached by Mr. Altman.
Recent denials have now given way to total unresponsiveness and affirmative har-

assment, (jeneral Counsel Kulka has yet to answer Mr. Pederson's E-Mail of March
29, 1994, requesting relief based on recent events which vindicated our warnings
about the PLS Program and a victory in our Freedom of Information Act ("FOIa')

litigation with the agency. The only reaction has been a flurry of motions in the
FOIA lawsuit to bar us from receiving our court ordered award of attorneys fees and
costs. Just last week, the RTC also uled a notice of appeal for the underlying case.

The agency continues to spend thousands of dollars to litigate losing positions in a
case wnich originally involved $3,000.^
What personal attention has come from Ms. Kulka has been in the form of a

vague "gag order" slammed down on Ms. Taylor which ostensibly prevents her from
exercising her First Amendment rights to free speech on public policy

issues which
have been the subject of her earlier Congressional testimony.^** As depicted in the
E-MaU traffic listed above, Ms. Taylor's efforts to clarify the sco(>e of the gag order
have proven fruitless. The RTC Legal Division and Ombudsman's Office nave not
been of assistance. Meanwhile, she continues to forfeit opportunities to speak out

*^On June 10, 1993, we met with Jean Hanson, the Treasury General Counsel, Dennis Fore-

man, her Deputy, and Joshua Steiner, the Special Assistant to Mr. Altman. This introductory
session addressed some of the issues we raised before Congress. We never received an invitation
to continue this trouble shooting diali^ue.
^^Our efforts to alert Treasury ofncials to rampant waste and abuse at the RTC began in

April of 1993, over five months before the Whistleblower Hearing. Copies of these communica-
tions are attached to the post-hearing memoranda sent to CEO Altman which are included in
Exhibit "B." We also attempted to alert the Clinton White House. In late 1992 and 1993, we
separately wrote to the President, Vice President Gore, and a White House staffer. We never
received a single reply to any of the three letters.

^Pederson et al. v. RTC, No. 93-C-241, shp op. (D.Col. March 28, 1994). See "RTC WkistU-
blowers Vfin FOIA Case," Bank Lawyer Liability Reporter, April 15, 1994 at 12.

**
Skrzycki, Cindy, "T?u Regulators: The RTC Reigns In a WkistUblower," The Washington

Post, May 13, 1994 at Fl.
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as she declines interview ofTers with reporters so as to avoid the harsh disciplinary
actions threatened in Ms. KuUca's original order.

Ombudsman Ineffectiveness

Contrary to Mr. Altman's bald assertion at the RTC Oversight Board Hearing, the
RTC Ombudsman's Office is not "working pretty weU."'^' TTie only support offered

by Mr. Altman was the fact that the majority of inquiries (96 out of 116) had been
"closed." That is no measurement of justice or employee satisfaction with the out-
come. In fact, the RTC rank and file regard the Ombudsman's Office as yet another
ruse designed to deceive employees into thinking that someone within the agency
really has the power to effect positive changes or redress serious wrongs.
The RTC Ombudsman's Office suffers from many serious infirmities. First, it

lacks meaningful jurisdiction. Any matter placed into the agency grievance process
is automatically excluded from review by the Ombudsman. That clever ploy never
was disclosed to RTC employees. It also is illogical insofar as many employees, in-

cluding Mr. Pederson, commenced their grievances weU before the Ombudsman's Of-
fice was even created. They could not factor this jurisdictional quirk into their deci-
sion whether to file a grievance. Furthermore, many matters that are grievable also
are appropriate for review by the Ombudsman.

Second, Mr. Buckley's office has no power. At best, all the Ombudsman can do
is "jawbone" with senior RTC management. In some cases, these will be the very
same officials responsible for the conduct that is the subject of the employee's com-
plaint to the Ombudsman.

Third, the Ombudsman's Office lacks important resources. For example, it must
depend on the Legal Division for legal advice. Again, this is undesirable when the

subject of the complaint is a manager in the Legal Division. Ms. Taylor's eftorts to

clarify the pending gag order typify this
problem.

The Ombudsman's Office staff has
had to turn to the Legal Division wr guidance on interpreting a constitutionally sus-

pect order issued by the head of that very same Division. The Ombudsman also can-
not offer confidentiality. RTC employees are closely monitored by management in
their use of time (i.e., timeslips programs), computers (E-Mail), ana telephones.
When all is said and done, even the staffers of the Ombudsman's Office have

begun to concede these limitations in their conversations with agency employees. In
some cases, their efforts to intervene on behalf of an employee only have resulted
in retaliation for the unfortunate soul naive enough to try the Omnudsman route.
As one staffer put it, "it's better to disappoint someone by not taking up a matter
than to subject that employee to needless reprisal."

OIG Ineffectiveness

The RTC OIG continues to have no track record in successfully protecting agency
whistleblowers. Our earlier testimony last September explained the deficiencies fac-

ing this office.^® Despite a much ballyhooed amendment to the OIG *Tolicies and
Procedures Manual," in December of 1993, we are not aware of a single case where
an RTC employee experiencing retaliation for exposing waste, frauci, or abuse ob-
tained meaningful protection from the OIG.'*'

We decided to put the new guideline to the test earlier this year. Using our own
unenviable recora of agency retaliation, we filed a written complaint with the OIG
office in Denver on February 22nd. We requested relief from past, present, and fu-

ture management retaliation at RTC. We also supplemented our pending complaint
with new acts of reprisal as they occurred

(e.^.,
the gag order on Ms. Taylor). Over

90 days later, all we have to show for our efiorts is an acknowledgement of receipt
and a case file number (No. DE-00-0800). While we have confidence in the dedica-
tion of the field staff, we fear that the matter has been referred to the headouarters
office where it will be routed for eternity into the infamous "zero file" wnich IG
Adair boasted of in his testimony before this Committee on October 1, 1992.^

Discredited RTC Grievance System
The RTC also continues to hold up its grievance system as a viable forum for re-

solving employee complaints. We are surprised that the agency still uses such a dis-

credited tool in its public relations efforts. There are no objective statistics which
demonstrate satisfactory resolution of employee grievances. On the other hand, a

poll of RTC employees would readily reveal a groundsweU of cynicism which repudi-

*• Unoflicial transcript at 89.
"•Sec Whistleblower Hearings at 185.
"See Chapter 110.6 entitled, "Handling RTC Employees' Allegations of Retaliation." It is

found in Part I of the Manual pertaining to "Operations Policies and Procedures."
"•PLS Hearings at 387-89.
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ates the fairness of the grievance process. In short, we stand by our earlier testi-

mony before the Committee:

"The grievance process at the RTC is a sham. It serves no purpose other than
to delay resolution of legitimate employee concerns. It is a fraud in terms of giving
unfounded hope to employees that the unfair treatment they receive wiU be rem-
edied with these proceedings. . . . The grievance machinery is a one way street

designed to stall matters lor management in the hopes that the employee wUl give

up on pursuing a remedy or that an excuse can be found for managerial mis-

behavior."^®

It also is important to unmask the RTC grievance process for the hoax that it is

because management insists on using the discredited grievance examiner's reports
in our cases as proof that we never suffered retaliation at the RTC. The most recent

example occurred in the official "RTC Response" to followup questions posed by
Committee members after the RTC Oversight Board Hearing held on February 24,

1994. In rescwnse to Chairman Riegle's question #1, concerning whistleblower pro-
tections at RTC, the agency noted at page two that our grievances had been denied

by Interim CEO Roger Altman in reliance on a grievance examiner who "found no
evidence of harassment or retaliation." The investigation was said to be "thorough
and objective."

Exhibit "C" (Exhibit "C held in Committee files) to this Supplemental Statement
is a memorandum recently sent to Mr. Altman. It exposes the procedural flaws and

explains the substantive shortcomings in the examiner's investigation and ensuing
reports for our individual cases. These points belie any notion that the effort was
"thorough" or "objective." The futility of tne exercise was typified by events in March
of 1993. The very week before the grievance examiner was due to arrive in Denver
to conduct witness interviews, RTC management was busy covertly breaking into

Bruce Pederson's computer in order to copy his WordPerfect iiles! At the time, those
files contained sensitive memoranda addressed to various oversight entities such as

this Committee and the GAO.

IV. Management Accountability

This Section is regrettably brief because there continues to be little, if any, man-
agement accountability at the RTC. Despite our pleas, and those of many others,

culpable agency managers still operate with impunity. Even the publicity and out-

rage attendant to the Whistleblower Hearing last fall failed to change this corporate
culture.^® A recent series of blistering newspaper articles regarding the RTC field

office in Newport Beach, California confirm tne widespread lack of accountability in

this
agency.'*

The initial RTC reaction is said to have been that the pieces "con-

tainecT nothing new." If so, that is the most eloquent testimony yet to the lack of

accountability at RTC. No well run organization would tolerate such rampant mis-

management.
There are several explanations for why accountability is so difficult to impose at

the RTC. The most persuasive one is that the career managers who are the problem
continue to brief all new incoming senior officials such as Mr. Ryan and Ms. Kulka.
These subordinate managers take great care to paint those who speak out as mere
malcontents with nothing to say. As a result, vital agency programs continue to suf-

fer and whistleblowers still experience unrelenting retaliation.

By now, RTC mid-management's playbook for avoiding responsibility is finely
honed. When "caught in the act," managers resort to several time honored tech-

niques. These include:

1. Deny Anything Is New.
This approach creates the impression that somehow things are under control

and as uiey should be because management was not surprised by the disclosure.

2. Admit "Mistakes" Were Made.
This strategy never specifies what the mistakes were or who was responsible.

Instead, the problem just sort of fades away following this pseudo act of contri-

tion.

*• Whistleblower Hearing at 184.

*'Two members of this Committee and a guest, Senators Riegle, Kerry, and Metzenbaum,
even wrote to Attorney General Janet Reno requesting a Justice Department investigation of
the allegations raised at the hearing. Whistleblower Hearing at 216-17.

31 See Smith, Elliot Blair, "Second S&L Crisis: RTC," The Orange County Register, May 29,
1994 at 1 and a Special CTose Up Section. The articles, attached as Exhibit "D" (Exhibit "D"
held in Committee files), disclosed evidence of widespread fraud, malfeasance, and sexual har-
assment L^al Division managers were prominently featured.
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3. Initiate a Study or Task Force.
This option provides delay until oversight ofllcials or the public begin to forget

about the existence of the problem. In this fashion, the responsible managers "nde
out the storm." This alternative also easily combines with the others.

4. Revise Manuals, Directives, or Procedures.
This approach addresses future conduct but neglects to go back and correct the

specific problem. In so doing, the culpable official is rarely held accountable for

past misconduct. The RTC has consistently employed this technique in addressing
one contracting scandal after another.

5. Transfer RTC Managers to the FDIC.
When all else fails, the RTC discreetly returns the worst performers to the

FDIC where they fill positions of similtu- grade and pay. They are not disciplined
in the process. If anything, they are set Iree to repbcate their misconduct at yet
another Federal agency.
The RTC Legal Division has perfected the use of these dodges to an art form. Wit-

ness the following events in the PLS arena alone. The carnage resulting from the
1992 reorganization was shrugged off as a series of benign mistakes and errors in
communication. After the Whistleblower Hearing a year later. Treasury and the
RTC resorted to use of a Review Team to study the chaos in the Dallas PLS Office.
When this strategy failed to quell public interest, the ensuing report was delayed
for as long as possible. When finally released, it acknowledged more mistakes, point-
ed to new procedures, and somehow maintained that no work had been com-
promised.
Meanwhile, the architect of the PLS reorganization and the break in of Mr.

Pederson's computer, former Acting General Counsel Richard Aboussie, fled to the
FDIC where he continues to occupy an E—HI executive position. The substantial dis-

ruption to the PLS Program caused by his conduct would have led to negative reper-
cussions at any other well managed agency. In a publicly held corporation, he would
have faced shareholder litigation alleging a breach of fiduciary duties.
The chief lieutenant for Air. Aboussie s reign of terror in the PLS upheaval was

Thomas Hindes. Since then, he has been blamed for the numerous problems found
in the Dallas PLS Office. The Report found that PLS management in Washington,
DC, i.e., Mr. Hindes, failed to adequately "oversee, provide guidance, and intervene

efiectively" in the known problems occurring in Dallas.^^ For this track record, Mr.
Hindes was rewarded by oeing elevated to the statutorily created position of RTC
Assistant General Counsel for PLS.

V. Conclusion
We began a long and painftil journey when we first testified before this Commit-

tee on August 11, 1992. Our initial concerns about the RTC PLS Program were con-
firmed and then broadened over time as we found every internal agency complaint
procedure to be useless. Instead, we suffered through unrelenting retaliation by cul-

pable RTC oflicials. We thus greippled with this issue: "How could RTC employees,
or any other Federal workers for that matter, who have legitimate evidence of

waste, fraud, or abuse, make those concerns known to appropriate decisionmakers
without fear of reprisal?"
Our experience taught us that such an outcome has not and cannot happen at

the RTC. Employees who "blow the whistle" are beat down and driven out of the

agency regardless of the merits of their concerns. Policy statements, the Ombuds-
man's Oflice, the OIG, and the grievance process are mere mirages of safety. To this

day, we cannot name a single RTC whistleblower who exposed mismanagement
without enduring unrequited reprisals. That is a pathetic record for the RTC. In the

end, the taxpayer suflers the worst of both worlds: the RTC uses tax dollars to pun-
ish loyal employees and reward culpable managers. No public interest is served in

that scenario.
We now seek to move on to new employment where, for a change, our views will

be valued by our employer. After demcating over two years to disseminating the
truth about the RTC to this Committee and the public, there is no point in continu-

ing to beat our heads against a bureaucratic bricK wall. No one at Treasury or RTC
with authority to make things right bothered to listen even as ensuing events

proved us
right.

There is no reason to believe that circumstance will change.
We leave it to history to judge whether our hard fought efforts were of

public
serv-

ice. God knows we tried our best to fight waste and abuse at the RTC. We put our
Government careers, health, and reputations on the line. For over two

years,
we

worked hard to invoke every internal agency mechanism and external method of su-

*• Dallas PLS Report at 8.
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{)ervision.

Hundreds of hours, many out of our own personal time, went into count-
ess telephone calls, multiple written submissions, and numerous meetings with

oversight ofiicials.

On our better days, we like to think that the RTC acted a little more responsibly\
in response to our vigilant oversight from within. Our dogged pursuit deterred some
RTC Legal Division managers from future misconduct. We also take some satisfac-

tion from the legislative
reforms to the PLS Program and whistleblower statutes

that have come m the wake of our testimony. At deeper levels, we take pride in

having defended the truth. We start each day knowing that we did not sell out the

taxpayer or ourselves.
On our bleaker days, we reflect on the tragedy we have personally witnessed. The

greatest financial scandal in our Nation's history has come and "gone." We were in

the RTC trenches and saw firsthand the billions of dollars wasted, the dozens of

promising Government careers ruined, and the many culpable managers who
walked away without answering to anyone for their misdeeds. It is a dark vision
which we will remember for a long time to come.
The Duke of Wellington is credited with lamenting that the next worst thing to

losing a battle is winning one. In a similar vein, we believe that the next worst

thing to being proven wrong as a whistleblower is to be proven correct. It is bitter-

sweet at best to see our warnings from two years ago come true while the RTC and
Treasury stood by and did nothing except persecute us. The ensuing reprisals can
be only explained by the fact that our testimony was so prescient. We gladly would
have foregone this vindication if it meant saving the taxpayer billions of dollars.

Alas, such was not the case.

on_c;iQ n
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SUPPLEMENTAL STATEME>rr OF THOMAS J. BURNSIDE

May 31, 1994

The bigger Whitewater story lies in Texas, not Arkansas.
A 1993 GAO report revealed that 57.3 percent of all estimated Resolution Trust

Corporation losses from S&L Insider criminal fraud nationally occurred in Texas.

% Of S&L Insider Criminal Losses

Lousiana

S%

7 states

Source GAO 1993

A Congressional study labeled the Texas S&L collapse "an oivy of speculative in-

vestment' that "redeveloped Texas with Federal dollars from the other 49 States."
Failed Texas S&L's account for 41 percent of the Nation's entire S&L bailout cost.

Yet, the RTC has recovered less than $11 million from Texas S&L insiders. Such
shocking figures raise obvious questions.

Did the RTC at least try to investigate the collapse of the Texas S&L's?

Consider the Forgotten Fifty Texas S&L's.
The Forgotten Fitly RTC Texas S&L's are those RTC S&L's in Texas with a high

loss ratio, low D&O recoveries, and few subpoenas. See Appendix 1. They were not

necessarily the "dirtiest" S&L's in Texas; for the most part, they are not particularly
well known. Indeed, they are significant because the KTC knew so little about these
S&L's by the time the FIRREA statute of limitations expired.
These Texas S&L's were the cases the RTC "forgot."

• The Forgotten Fifty had total assets at closing of $12,384,000,000.
• Taxpayers will pay $11,707,598,000 to bailout the Forgotten Fifty S&L's. That ex-

ceeds the combined annual 1992 earnings of 19 of the 30 Dow Jones Indus-
trial Companies [Boeing, J.P. Morgan, Texaco, Eastman Kodak, DuPont,
McDonalds, Disney, AlliecT Signal, American Express, Goodyear, Westinghouse,
Woolworth, Caterpillar, Bethlehem Steel, Alcoa, International Paper, Union Car-

bide, United Technologies, and Minnesota Mining and Manufacturing] ($10.6 Bil-

lion) plus the annual earnings ofFord Motor and Chrysler ($1 Billion).

• The annual interest on the bailout of the Forgotten Fifty at 7 percent is $819 mil-

lion. That exceeds the combined 1992 annual earnings of CBS, Capital Cities/

ABC, Turner Broadcasting, New York Times, Dow Jones (Wall Street Journal),
and Time-Warner ($81 1 Nlillion).

• The Loss Ratio on the Forgotten Fifty is 95 percent. The RTC will only "net" a
nickel for every dollar on tne sale of the "assets" of the Forgotten Fifty S&L's;
taxpayers pay the remaining 95 cents.

• The RTC issued a total of 27 subpoenas over a 5-year period investigating the

Forgotten Fifty. For example. Gill Savings cost $1.4 Billion dollars in 1990 (rough-
ly the annual budget of the FBI) but the RTC never issued a single subpoena in-

vestigating its collapse.
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• As of March 15, 1994, the RTC has recovered $42,000
^ from the S&L Insiders

who ran the Forgotten Fifty into the ground. That works out to about 30 minutes
interest on the cost of the Forgotten Fifty

—interest the taxpayers will probably
"pay forever."

Subpoenas are the most important investigative tool available to the RTC. Con-

gress called the RTC's power to issue administrative subpoenas:

"... a powerful tool in conducting closed institution investigations by giving
[the RTC] the ability to 'follow the money trail' even after an institution fails.

Legislative History, CRIME COhfTROL ACT OF 1990 at p. 6591.

Yet the RTC failed to issue even a single subpoena in its investigation of 86 out
of 137 failed Texas S&L's. The entire Houston office of the RTC issued only 3 sub-

poenas in its investigation of 37 failed S&L's. (The Whitewater Special Prosecutor
nas issued over 160 grand jury subpoenas just on tiny Madison Guaranty Savings
& Loan.) No attorney who ever recommended a Professional Liability suit in Texas

prior to 1993 is still handling the case. Attorney turnover on cases ranged from 400
percent to 800 percent for each Texas S&L. And not one RTC Professional Liability
case in Texas ever reached a jury in 5 years.

What happened?

Explanations for the Texas RTC collapse range from euphemistic acknowledge-
ment of bureaucratic turf battles to partisan pohtics. But in truth, the entire S&L
debacle and the subsequent RTC "clean up"—particularly in Texas—were simply too

purposeful to be just gross incompetence. Democrats and Republicans alike have
ample reasons to bury their S&L mistakes in unmarked graves. And the RTC cer-

tainly had no incentive to exhume S&L bodies under either the Bush or the Clinton
Administrations.
The RTC policy of unmarked S&L graves became most pronounced with the reign

of Deputy Treasury Secretary Roger Altman as the head of the RTC from April of
1993 until March of 1994. Within a month of taking control of RTC, Altman re-

versed a longstanding RTC request for additional time to pursue S&L wrongdoers
and wrote to House Banking Chair Henry Gonzalez (D—TX):

"As you know, over a year ago the RTC generally supported legislative efforts

to extend this [FIRREA] Limitations period because its Professional Liability Sec-
tion (PLS) was facing a peak number of institutions which were closed in 1989
and for which the Federal limitations period would be expiring during 1992 and
the first quarter of 1993. The limitations period expired during this time for 410
of the 752 thrifts under RTC control for PLS purposes." The RTC. however, sur-
vived this critical period of time without missing a deadline.

[TJhe RTC has no need at this time either to revisit 'closed* claims aris-

ing in institutions in which the limitations period has expired or to extend
the limitations prospectively as the RTC will continue to meet all upcom-
ing deadlines. Cong. Rec.Senate, May 13, 1993 at S.5879.

Just months later, the Senate Banking Committee heard testimony from myself
and others concerning the RTC collapse in Texas and demanded an explanation. Alt-
man appointed Jean Hansen, the Treasury General Counsel, to supervise a team
of Secret Service agents, Treasury la^^ers, and RTC employees in preparing
Altman's response to the Texas charges. Roger Altman confirmed his receipt of the,
"initial" Treasury report in a February 10 letter to the Senate Banking Committee;
he commented that my testimony concerning Texas was "useful and insightful." Not
knowing of Altman and Hansen's Whitewater agenda,* I thou^t that at least some
S&L graves might receive tombstones.

^The RTC filed some lawsuits arising out of the Forgotten Fifly. They have already lost some
of these suits. Others are pending and may increase the recoveries from the Forgotten Fifty.
For a discussion of those suits, see Excuse #4: "^ho cares about the facts so long as we sue
somebody (. . . or, winning isn't everything) infra at 28.

* Hansen and AJtman were also secretly meeting with the White House concerning the RTC
Whitewater inquiry. The Whitewater and Texas situations were controlled by the same RTC
managers in Washington and Kansas City. See Appendix 2. Thus, the Altman/Hansen team

Continued
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Two weeks later, however, Altman confessed to the Senate Banking Committee
that he had secretly met with the White House concerning the RTC Whitewater in-

vestigation. Within weeks, Altman, Hansen, and other Administration officials were
themselves the target of a grand jury investigation. The "initial" report

—which in-

volved many of the RTC Whitewater managers—inexplicably disappeared as grand
jury subpoenas surfaced.

Altman then suppressed the release of any report on Texas until after he ceded
official control of the RTC to two hand-picked subordinates from Treasury (OTS),
John Ryan and Ellen Kulka. Days later, a report finally emerged. It belittled studies
that decried the "looting" of Texas S&L's by insiders with ofmand speculation that:

"it doesn't follow that all [Texas insiders] lined their own pockets" and that "they

may have depleted their ill-gotten gains." It also made the sweeping conclusions

that:

• "There was no wide-ranging failure to pursue professional liability claims in

Texas."

• "Dallas PLS attorneys and investigators generally believe that professional liabil-

ity cases are adequately investigated."

The Altman team conceded that they never looked at a single case file. Virtually
none of the Dallas PLS attorneys interviewed by Treasury started work on Texas
cases until after the statute of limitations had long expired. And many Investigators

dispute the accuracy of Treasury's sweeping statements concerning the adequacy of

the Texas investigations.
Isn't the Forgotten Fifty evidence enough of a "wide-ranging failure"? Would

Treasury also consider ZERO subpoenas an "adequate investigation" if someone lost

the FBI's annual budget instead of the assets of Gill Savings?
So, when Congress looks into Whitewater, I urge them to also ask Roger Altman

about the strange Texas report that ignores the Forgotten Fifty. Thev should also

ask why the Treasury Department (led by Altman and Texan Lloyd centsen) cam-

paigned against extending the statute of limitations to pursue S&L wrongdoers.
Perhaps then, taxpayers will get their money's worth out of Whitewater.

The Top Ten Altman Excuses for the RTC's Bunded Pursuit of

Texas S&L Wrongdoers

Excuse #10: "Texas S&L's Weren't So Bad"

A. "Only Bumside had looting cases ..."

The Altman report
' contained many surprises. But no issue was more surprising

than its down pmying of the magnitude of the Texas S&L debacle in the 1980's.

Treasury argued that:

"Mr. Bumside incorrectly portrays all Texas S&L cases as "looting" cases mere-

ly because many of his cases were. The issues in the run-of-the-mill case handled

by the field offices were more mundane: Did negligence or breach of fiduciaiy duty
occur? If so, did a loss result? These questions were answered by the records of

the institution, or by the institution-affiliated parties. For these kind of cases, ad-

ministrative subpoenas were simply a tool, supplementing asset searches, to de-

termine whether litigation was cost-effective once liability was clear."

Of course, I never said that all Texas S&L's exclusively involved "looting/* But,
I certainly did not have a monopoly on looted Texas S&L's. (Just look at the Forgot-
ten Fifty.) According to the Government Accounting Office,"* Texas accounted for

found themselves with an explosive conflict of interest of investigating the Texas culpability of

the same RTC managers in charge of Whitewater damage control.

^Altman formed the Treasury task force comprised of five Treasury (3 Secret Service agents
and 2 Treasury lawyers) and two RTC employees. Altman sent them to Texas. Altman reviewed

the "initial report" Altman sent it back for a rewrite. And Altman was in charge of the RTC
throughout the Texas review. As late as March of 1994, the RTC disclaimed any connection to

the report See Hanchette, Treasury target in Whitewater investigation" GANNETT News SERV-

ICE (March 20, 1994): "RTC spokesman Steve Katsanos says only the Treasury Department
knows where the [report] is: 1 have no idea what happened to that report Only Treasury people
would know where it is.'"

Accordingly, hiding the report until days after Altman transferred power to his hand-chosen
successors hardly insulates Altman of responsibility for the "Altman Report."
^Thrift Failures: Federal Enforcement Actions Against Fraud and Wrongdoing in

RTC Thrifts (August 1993).
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57.3 percent of all estimated losses nationally attributed to criminal fraud by S&L
insiders. Just one State—57.3 percent.
The implications of the Altman excuse that the RTC chose to investigate "mun-

dane negligence" rather than "looting" cases are enormous. Just look at the dis-

proportionate amount of Texas S&L insider criminal referrals' in comparison to

other States with Senators on the Senate Banking Committee:

State
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Yet plenty of other States suffered economically in the 1980's, but their S&L's
didn't become basket cases. Texas simply dropped the regulatory reins on its

State-chartered S&L's, encouraging an orgy of speculative and insupportable in-

vestment. While depositors surely must be protected, no one should overlook the
fact that Texas thrifts sponsored, in essence, an economic development program
for which the rest of the country must pay." Lara Thyagarajan, "Stuck with the

Tab . . . Part III: The Bailout Continues" NORTHEAST-N&DWEST CONGRESSIONAL
Coalition Report, May, 1993.

Altman never explained why RTC attorneys concentrated on "mundane neg-
ligence" cases rather than following the money trail in Texas, a State with an over-

whelming amount of criminal wrongdoing.

B. Just how much is "A Lot of Money?"

William Seidman, the former Chairman of the FDIC and RTC, recently wrote that
the interest on the S&L bailout wUl probably run "forever." Seidman, FULL Fatth
AND Credit at 196. The Treasury team ignored the interest component for the
added cost of borrowing (through T-BiUs or T-Bonds) biUions for several generations
of American taxpayers.® Altman at 35—37. A Stanford Law & Policy Review report
calculated the interest cost of the S&L bailout as follows:

"Table 2. Cost of the Thrift Rescue

Over 40 Years: 1989-2029

(Billions of Dollars)

1989-1999 Costs (from Table 1) $ 456.3

Non-Treasury Debt, 2000-2029 256.8

Treasury Debt, 2000-2029 638.8

Total 40 Year Cost $1369.9

NOTE: Calculation assiunes that all costs except interest end by 1999. It excludes the interest

of borrowing to pay Treasury interest (i.e., the compound effect of paying interest on interest).

The Altman Report questioned (but never outright denied) the accuracy of Stan-

ford Law and Public Policy Review projections that the S&L debacle will ultimately
cost each man, woman, and child in the United States $6,000 apiece over the next
40 years. The accuracy of the Stanford study, however, is not the point. That's be-

tween Treasury and Stanford University.

Treasury finally (albeit, in only one reluctant sentence out of three pages) con-

ceded the main point:

"Mr. Bumside's point that the failure of Texas S&L's has cost the taxpayer a
lot of money, and that only a small percentage of these funds will be captured
through professional liability claims, is undoubtedly true." Altman at 36.

Well, how much is "a lot of money" to the Department of Treasury?
The following table illustrates the current cost (exclusive of interest) of just seven

Texas S&L's in terms of the annual budgets of Government programs or the annual

earnings of private companies. It does not include the cost of the other 130 Texas
S&L's under RTC control [see Appendix 4 attached] or the cost of the one hundred

plus Texas S&L's under FDIC control.

«The report also failed to account for the Texas S&L's under FDIC or FSLIC jurisdiction.
Those costs exceed the cost of the RTC's S&L's and neither the FDIC nor FSLIC ever issued

a single administrative subpoena on a Texas S&L prior to the expiration of the FIRREA statute

of limitations in 1991. But the most disingenuous "Treasury argument on the "numbers" included

Louisiana and Mississippi recoveries in the "Dallas totals" in order to inflate Texas recoveries.
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University Savings, Houston (19891'

San Jacinto Savings, Houston (1991)

Annual Budget of the Federal Judiciary (19901

Brightbanc Savings, Dallas (1990)

Commonwealth Savings. Houston (1991)

Annual Budget of the FBI (1990)

Gill Savings. San Antonio (1990)

San Antonio Savings (1990)

Benjamin Franltlin , Houston (1991)

Annual earnings of McDonalds Corp. (1992)

Annual Budget of the School Breakfast Program
(1991)

Annual earnings of Ford Motor (1992)

Annual earnings of Capital Cities/ABC (1992)

Annual Budget of the Equal Employment
Opportunity Commission (1991)

Annual earnings of CBS (1992)

Annual earnings of the Washington Post (1992)

Annual earnings of Dow Jones (Wall Street

Journal) (1992)

Annual Budget of the Securities & Exchange
Commission (1992)

Annual earnings of the New York Times (1992)

no subpoenas
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D40 RECOVERY RATIO

Ottier 49 States

Texas

00% 100% 200% 3.00% 4.00% 5 00% 6 00%

D&O RECOVERIES/INSIDER CRIMINAL LOSSES

And even those statistics are misleading since they include two of my cases, Bexar
and BancPlus, which account for $6.5 million. The other 135 RTC S&L's in Texas

collectively have only recovered less than $4.5 million on losses of $24 billion. More-

over, the dearth of recoveries from D&O's is further highlighted by the dispropor-
tionate low recoveries from S&L insiders compared to accountants.

DISTRIBUTION OF TEXAS PLS RECOVERIES

(by defendant type)

So, does it "overstate" the extent of the RTC's pursuit of Texas S&L wrongdoers
to say that:

"Texas had the largest losses and the largest percentage of fraud and criminal

wrongdoing in the country. Yet, almost 4 years [now 5] after the failure of most
of the Texas S&L's, the RTC has little to show for its efforts." Testimony at 4.

Not in a State than can boast of the Forgotten Fifty.

Excuse #7: "We Were Just Kidding When We Told the Courts that Subpoenas
Were Important"

The RTC numbers concerning subpoena usage
®
in Texas graphically illustrate the

failure to use subpoenas in Texas:

® From the RTC response to the written questions of Senator John Kerry (D-MA) to Roger
Altman following the FAruary 24, 1994 Hearing before the Senate Banking Committee.
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.to understand "To investigate the various grounds for potential liability, the

the relationship

between S&L
insiders and

borrowers

RTC must fully understand an individual's personal financial

dealings and the direct and indirect relationships, if any,

between the individual's personal dealings and persons who
dealt with the failed association. Such personal financial

information is not available in the association's records , and

association records have sometimes been falsified.' RTC
Walde Brief at 21.

...to find bribes

and kickbacks

"[Tlhe RTC looks for indications that a former officer or

director may have received bribes (which could have been

deposited in brokerage or other accounts), may have acquired
assets with funds improperly taken rrom the association, may
have usurped corporate opportunities of the failed

association or its subsidiaries (directly or through other
entities that such person controls), may have approved loans
the proceeds of which were secretly used for personal

purposes, and may have approved loans to persons with
whom the officer or director had financial or other relations,

without disclosing such relations." RTC Walde Brief at 22.

...to determine

liability of S&L
insiders

"The subpoena requires Walde to produce documents that

show any significant properties owned by him, trusts

established for his family or relatives, and transactions in his

assets. These documents are relevant, first, to determining
whether their may be a claim against Walde for fraud,

negligence or breach of his fiduciary duties of loyalty and
care to Trustbank. The RTC MUST UNDERSTAND Walde's
personal financial dealings (including whether those dealings
may have involved other persons who dealt with Trustbank)
to determine whether Walde, for instance, received

unauthorized funds from Trustbank, usurped any corporate
opportunities of Trustbank, or approved loans to parties with
whom he or his affiliates had financial or other relations."

RTC Walde Brief at 13-14.

"For instance, one can purchase a large insurance policy with
a single premium, with proceeds payable to one's family at

death or even to the insured himself at a later date in the
...to find secreted form of an annuity. Information regarding inheritances could
assets lead to information that Walde had transferred assets to an

individual on the understanding that some portion would be

bequeathed back to him. Employment and consulting
contracts could lead to information that Walde has
transferred assets to a corporation that is now returning
benefits to him through an employment or consulting
contract. RTC Walde Brief at 25.

...the timing of

the subpoena

"There is also no support in the case law for ^he proposition
that the RTC must conduct its investigation m stanes. making
a showing of evidence obtained in one phase befois moving
on to the next...

(Walde'sl argument 'that the RTC must make a prima facie

showing of wrongdoing before it can enforce its subpoenas,

puts the cart before the horse. In many instances, the

RTC cannot make a prima facie showing of wrongdoing
unless it obtains the very documents which are sought in the

subpoena,'" RTC Walde Brief at 26-27.
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Not surprisingly, the RTC told the D.C. Court of Appeals that:

"In conducting investigations to fulfill its statutory duties, the RTC routinely
issues orders of investigation and subpoenas for relevant information, including
financial information." RTC Walde brief at 6.

Well, it should have been routine. But for Texas S&L's the norm was ZERO sub-

poenas.

B. . . . And a Different Story with Congress

(1) "Sending the wrong message"

Altman admitted that subpoena usage in Texas was hardly routine. The Altman

report conceded that they "did not find an environment or 'culture' in the Dallas

office that seemed conducive to the proactive use of subpoenas."

"The culture manifested itself in a number of fashions. First, some investigators

complained to the review team about PLS conunents that sending administrative

subpoenas 'would send the wrong message.' The Review Team also finds such
comments disturbing." AZiman at 29.

Their examples of such "culture" are chilling.

They note that one investigator "documented a case" in which it took him over
a year to persuade a attorney to issue a subpoena to pursue a particular avenue
of inquiry. In another case, 'Hhe Review Team was told about a case in which Inves-

tigations requested subpoenas by E-Mail, telephone calls, and official memorandum,
but in which PLS never issued subpoenas." In other cases, investigators told Tresis-

ury that "there were problems" with administrative subpoenas. In the most fiagrant
case of all, Treasury states that:

"The Review Team also was told by Investigators about two cases in which in-

vestigators requested that a PLS attorney issue administrative subpoenas, and re-

ceived copies of signed, dated subpoenas from the attorney that supposedly had
been issued. However, when there was no response to the subpoenas, the inves-

tigators called the respondents and were told that subpoenas had not been served.

These investigators believe the PLS attorney drafted, signed, and dated the sub-

poenas, but never served them and that this was done deliberately to mis-
lead them." Altman at 27, n43.

The Treasury report fails to mention that this deception unfolded over several

months and that the PLS attorney purported to justify the close out of a case based

upon the fictitious subpoenas. It also fails to mention that this attorney is still han-

dling PLS cases in Dall£is.

Instead, Treasury argued that "[w]ith few exceptions, investigators stated that

they did not have problems convincing PLS attorneys to issue subpoenas when nec-

essary."
Well, a "culture" that holds that issuing subpoenas "sends the wrong message"

seems to rise to the level of a "problem." Asking for subpoenas for a year is a "prob-
lem." PLS attorneys ignoring E-Mails, phone calls, and official memoranda is a

"problem." And investigators who are compelled to go outside the agency to find out
if their own PLS attorney falsified Government records and deliberately lied to RTC
officials is more than just a "problem."

Its potentially criminal.

(2) Excuses, Excuses . . . but no Texas Subpoenas

Having found a lack of a subpoena "culture" in Texas, the Altman group should
have then said: "OK, the RTC screwed up. But we will go back and do it right."
Then the RTC could at least go through the motions of investigating the cases.

But the Altman group inexplicably refused to concede the connection between: (a)

failing to issue subpoenas; and (b) failing to conduct a legitimate investigation of

the Texas S&L's.

Rather, they concluded that the failure to issue subpoenas in 86 Texas S&L's and
less than five subpoenas in an additional 20 S&L's did not constitute a "wide-rang-
ing failure" to investigate Texas S&L's. (Perhaps 77 percent isn't "wide-ranging" to

Treasury.) In any event, Treasury was quick to offer excuses for the failure to issue

subpoenas.
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EXCUSE DESCRIPTION

Subpoenas are

for looting

cases; the RTC
would rather

look for

"mundane

negligence"
cases in Texas

"Mr. Burnside incorrectly portrays all Texas S&L cases as

looting" cases merely because many of his cases were.

The issues in the run-of-the-mill case handled by the field

offices were more mundane: did negligence or breach of

fiduciary duty occur? If so, did a loss result? These

questions were answered by the records of the institution,

or by the institution-affiliated parties. For these kind of

cases, administrative subpoenas were simply a tool,

supplementing asset searches, to determine whether

litigation was cost-effective once liability was clear."

• Texas accounts for 57.3% of S&L insider criminal

fraud nationally. Texas was the perfect state for using

subpoenas as Congress intended: "In adopting the

subpoena provision. Congress noted that the subpoena
power would be available "for all purposes" enabling the

RTC to
"
follow the money trail

"
in resolving failed

savings associations." Walde Brief at 6

The RTC would

rather just rely

on public

records in

Texas

"Decisions [in Texas] on cost-effectiveness of cases were
based primarily on asset searches conducted by

Investigations and financial statements found in the

records of the institution or provided voluntarily by the

target." Altman at 21

• What about the Walde rhetoric about stocks, insurance

policies, inheritances, consulting agreements, bank

accounts, or just plain old cash?
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Altman noted that "the RTC found in most cases that the

personal assets of the directors or officers were limited.

The largest single asset owned by many of the directors

or officers was often their residences." Altman at 40.

Texans don't • Asset searches primarily involve a search of county
have money land records. Yet the Altman report points out that: (a)

Texas real estate values had collapsed; and (b) residences

of D&O's were protected by the generous Texas

homestead laws. Accordingly, the focus on real estate

assets would almost inevitably lead to the finding that the

S&L insider had minimal net worth.

No wonder the RTC rarely found a case against an S&L
insider worth pursuing.

Subpoenas

might reveal

information that

would stop
frivolous suits

"While subpoena responses may confirm suspicions raised

by other documents or expand the scope of an

investigation, sometimes a subpoena respondent has no

assets. In other cases, analysis of the response may not

confirm an investigator's earlier perceptions...." Altman at

33.

• So, what's wrong with discovering problems with a

case before filing suit?

No one else The Altman report claims that most PLS attorneys across

was issuing the country did not use subpoenas until after most of the

subpoenas early 1992 statute of limitations expired.

• Rather than justifying such failure, the argument merely
creates questions regarding the adequacy of the non-

Texas investigations.
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The

Investigators
should have
forced their

attorneys to

issue

subpoenas.

The Altman team blames the Texas investigators for not

being more vocal in objecting to the failure of their

lawyers to issue subpoenas.

• Such contention ignores the litany of horrors outlined

above in which Investigators asked for subpoenas for over

a year or in which they caught one of their own lawyers

fabricating government records and lying about issuing

subpoenas. Moreover, it was the attorney's sole

responsibility to issue subpoenas; they can hardly blame
the investigators for not forcing the attorneys to do their

job.

The RTC didn't

have time to

issue

subpoenas

The Altman report contends that the Houston attorneys

only had seven weeks to investigate 37 failed S&L's and
that they were prohibited by Washington from using

subpoenas for the five month period before the FIRREA
limitation expired.

• Such contention ignores the fact that 1 issued many of

my subpoenas in the five-month "bar period" for cases
whose limitations also expired in early 1992. But even

assuming arguendo the validity of Treasury's argument, it

does not rebut a conclusion that 37 Houston S&L's

investigated in a seven week time period without

subpoenas was a "wide-ranging failure" to investigate.

Anyway, Congress extended the Statute of Limitations

three times. Why can't the RTC just go back and do it

right?

Who cares

about the facts

so long as

someone gets
sued

The Altman report contends that filing suits in cases
where the RTC failed to issue any subpoenas proves that

the investigations were adequate.

• See Response to Excuse If 4 as well as my previous

testimony .
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A lot of people
don't even have

the power to

issue

administrative

subpoenas

"The vast majority of civil cases investigated in America

do not rely on pre-complaint administrative subpoenas
because only a few government agencies, and no private

litigitants have this authority." Altman at 21

• So what. What about all the Walde arguments about

the subpoena power being central to the RTC's statutory

duties .? Didn't Congress give the RTC subpoena power
so that it could "follow the money trail?"

PLS attorneys "These new PLS attorneys did not have the extensive

were too experience in litigation of PL claims, as Mr. Burnside did.

inexperienced The time they spent learning files ... was time these

to issue attorneys could not spend developing new information by

subpoenas issuing subpoenas." Altman at 31

• A glimmering of understanding by Treasury!?!

Sometimes a

subpoena
doesn't hit a

home run

Administrative subpoenas issued by Mr. Burnside did not

always result in collections" Altman at 21

• Hey, at least I tried.

All the above excuses miss the point—the RTC still has time to correct its mis-

takes in TexM if they make a good faith attempt to investigate.
Yet what type of "good faith" investigation can taxpayers expect from Altman's

hand-picked successors at the RTC (Ellen Kulka and John Ryan, both from Treas-

uiy-OTS) or the RTC managers who defended the Texas investigations? What type
of "good faith" is a letter from Altman to Congress that reverses a longstanding RTC
request for more time to investigate S&L wrongdoing and guarantees Congress that:

The limitations period expired during this time for 410 of the 752 thrifts under
RTC control for PLS purposes. The RTC, however, survived this critical period of
time without missing a deadline.

[TJhe RTC has no need at this time either to revisit 'closed* claims aris-

ing in institutions in which the limitations period has expired or to extend
the limitations prospectively as the RTC will continue to meet all upcom-
ing deadlines. Altman April 1993 letter to House Banking Chairman Henry Gon-
zalez (D-TX) quoted in Cong. Rec.Senate, May 13, 1993 at S.5879:

What type of "good faith" investigation can we expect from an agency that know-

gly turns a blind-eye to the Texas collapse and argues that "there was no wide-

insinK failure" to investigate Texas S&L's?
m
ranging

Excuse #7: "Honey, the RTC Accidently Gutted the Texas PLS Program cbut
IT wasn't intentional . . .)"

A. Treasury Recognized the Problem

The Altman team agreed that the 1992 Reorganization of the Professional Liabil-

ity Section "disrupted
the entire PL program nationally and was "particularly det-

rimental" to the Texas program. Altman at 8.

"The resulting loss of experienced staff, reassignment of on-going cases, lost

knowledge regarding those cases, and physical transfer of files from one office to

another created delays in investigating Professional Liability claims. In some

cases, these delays made it difficult to complete thorough investigations before the

expiration of the statute of limitations." Altman at 8.

^^e Review Team believes that the detrimental effect on the PLS program in

Texas of the loss of experienced RTC PLS attorneys is difficult to overstate, and
that this loss contributed substantially to the problems the Review Team identi-
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fied. The Review Team further believes that much of this loss of personnel is at-
tributable to the 1992 PLS realignment, and the way in which the 1992 reorga-
nization was carried out." Altman at 11,

After the 1992 reorganization, "it was diflicult to attract and retain qualified at-

torneys for Dallas PLS positions." AZfman at 11. Six of the eight PLS attorneys have
been in PLS for less than a year and the DaUas PLS still has four vacanaes. Alt-
man at 10. Some non-PLS attorneys "were not very productive in their short time
in PLS." Altman at 10. These attorneys did not have banking or law enforcement
backgrounds, but were "civil litigators [who] were essentially case managers super-
vising outside counsel. . . ." Altman at 16.

"These new PLS attorneys did not have extensive experience in the litigation
of Professional Liability claims, as Mr. Bumside did. The time they had to spend
learning files transferred from other offices and determining whether litigation
was appropriate before the expiration of the statute of limitations was time these

attorneys could not spend developing new information by issuing subpoenas." Alt-
man at 31.

"As noted above, many cases were handled by a number of PLS attorneys in
a short period. Given the transfers of cases among various attorneys and the hi^
turnover caused by the reorganizations described earlier, it is perhaps to be ex-

pected that PLS attorneys would take a certain amount of time to become familiar
with their work load. It would be a mistake, however, to characterize such a
learning period as evidence of incompetence or lack of ability. On the other hand,
the turnover rate in Investigations apparently was lower than in PLS, and inves-

tigators often had a better opportunity than the PLS lawyers to learn the facts
ofthe case." Altman at 16-22 and text.

Eventually the fourth or fifth attorney assigned to the S&L could only half-

heartedly "go through the motions" of "papering the file" rather than trying to con-
duct a true investigation.

B. . . . But then said "Never-Mind"

The Altman report and I disagree on the significance of the reorganization. Alt-
man looks at the reorganization as an "operational" problem that excuses the Texas
collapse. While he recognizes that the RTC 1992 Reorganization was '^11-conceived
and poorly implemented," he takes great solace because there is "no evidence that
the staffing actions and reorganizations RTC took affecting PLS were DESIGNED TO
IMPEDE THE PROFESSIONAL UABILITY WORK." Altman at 6.

Intent aside, however, the reorganization is just one more piece of evidence of a

wide-ranging failure to investigate Texas S&L's. Taxpayers have little interest in
RTC excuses. They expect results, or at least a good faith effort. First and most im-

portantly, they expect the RTC to go back and do the job right. The RTC needs to

repudiate Roger Altman's guarantee that the RTC "survived . . . without missing
a deadline [and] has no need at this time to revisit 'closed' claims." Just go back
to the Forgotten Fifty and follow the money trail.

Second, taxpayers expect someone to be held accountable for their actions. For ex-

ample, the RTC Inspector General opined that the 1992 reorganization was a turf
battle in which RTC managers took the opportunity to get rid of PLS attorneys
". . . that were not perceived as team players' . . . [and that] . . . these dif-

ferences, more than concerns for the professional liability program itself seemed to
have influenced staffing decisions." ^'^

Vet, Richard Aboussie, the mastermind behind
the 1992 purge of PI^ attorneys, is now back at the FDIC organizing the reorga-
nization oi the FDIC upon the return of the RTC employees to the FDIC. Similarly,
Arturo Vera-Rojas, the RTC's chief lawyer in Dallas who precipitated much of the
DaUas "tension with gag orders and lockouts, still holds his position. Isn't anyone
in Government accountable when their "turf battles" devastate a program?

Excuse #6: "What We Have Here is a Failure to Communicate . . ."

A. The "Team"

Investigations Unit. The collective experience of the investigative staff is one of
the chief remaining assets of the Texas program. Many investigators have between
10 and 20 years "hands-on" experience with Texas S&L's and oring invaluable in-

sight into accounting, regulatoiy, lending, real estate, and other specialized areas
crucial to the development of viable claims. Additionally, the complete turnover in

^^Sec Office of the Inspector General, Resolution Trust Corporation, Inspection
Rept. ins 93-005, Review op Allegations Associated with the Restructuring of RTC's
Legal Division and Its Effect on the Professional Liabiuty Section (1993) [hereafter OIG
Report].
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Dallas PLS lawyers has forced the Dallas investigators to become the RTC's institu-

tional memory on the Texas cases.

The Altman team agreed. They recognized that many Dallas RTC investigators
have extensive backgrounds in thrifts smd commercial banks. Altman at 29. The in-

vestigators "had more extensive and more detailed knowledge of the cases than the
PLS attorneys" and "many came from banking or law enforcement backgrounds."
Altman at 16. Additionally, the ". . . investigators often had a better opportunity
than the PLS attorney to learn the facts of a case." Altman at 16-22.
The Professional Liability Attornejrs. By contrast, "it was difficult to attract

and retain qualified attorneys for Dallas PLS positions." Altman at 11. Six of the

eight PLS attorneys have been in PLS for less than a year and they have four va-
cancies. Altman at 10. Some non-PLS attorneys "were not very productive in their
short time in PLS." Altman at 10. These attorneys did not have banking or law en-
forcement backgrounds, but were "civil litigators [who] were essentially case man-
agers supervising outside counsel." Altman at 16. Despite their limited experience,
the Dallas PLS lawyers claim they have a "better understanding" of the legal and
undefined non-legal "policy issues" ^^ involved in pursuing S&L wrongdoers than the

Investigators who had more experience and less turnover. Altman at 16.

B. "A Very High Level of Tension"

The Altman team found that "many of the concerns over the PL program in Dal-
las flow from the fact that investigators and PLS attorneys failed to work together
as a team." Altman at 16. They found a "very high level of tension" between the

experienced investigators and the inexperienced attorneys. Altman at 16. They also

found a "profound failure to communicate" and a "general breakdown in communica-
tions between the two units." Altman at 16. They gave several examples of the "pro-
found failure to communicate:"

• PLS imposed a gag order on all communication between the Investigators and the
outside attorneys handling the cases:

"PLS established a policy prohibiting investigators from communicating directly
with outside counsel. Ostensibly this was to protect the attorney-client privilege;
but the policy was not established in writing and the Review Team was told

that the policy was not uniformly applied, leading some investigators to believe
that it was punitive rather than remedial.

Both PLS and Investigations management seemed reluctant to intervene di-

rectly. For example, Washington management appears to have known of the

policy prohibiting investigators from contacting outside counsel, to have dis-

agreed with the reasoning underlying the policy and to have been aware that
it was causing friction between PLS and Investigations in Dallas; but it has
never addressed the problem." Altman at 17.

• PLS also refused to permit Investigators to observe depositions as part of their
role as the primary fact-finders in Professional Liability investigations. Altman at

20.
• The PLS lawyers started "a system for the routine hiring of outside investigative

contractors." "[A] number of investigators expresses concern that this actually was
designed to b3rpass Investigations altogether. It appears to the Review Team that
this may be an unnecessary duplication of the work done by Investigations to

identify and qualify outside investigative contractors. Also, some interviewees
raised questions regarding the ability to oversee the work of any such contrac-
tors." Altman at 17.

• Investigators caught their attorneys lying to them about the issuance of subpoe-
nas. Altman at 29.

Perhaps one of the most "profound failure to conmiunicate" occurred with an S&L
that was not even federally insured until December of 1986, but failed 2 years later
at a cost of $686 million. Two of the officers of the S&L secretly received |l8 miUion
over an 18-month period. Another insider obtained a golf course frorii the institu-

tion. (He offered every Federal and State judge in San Antonio a free country club

membership to play at the golf course. Many of the judges accepted.)

"The Whitewater controversy illustrates the problems of RTC attorneys who become self-ap-
pointed guardians of RTC "poliQ^ rather than just lawyers.
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Bill DeF*ugh^' was the RTC business representative at the series of settlement

meetings with the insiders that transpired over many months. Under existing RTC

Folicy,

Bill was the "client" representative that I advised; perhaps more important
relied upon BUl's 37 years experience and jud^naent in setting and reaching our

settlement goals. Then my managers made a decision that I believed would gut the
case. I protested. My managers then gave me a gag order prohibiting me from advis-

ing DePugh of their actions. When I refused and reported my managers to Washing-
ton, they imposed a second gag order that greatly restricted my communications
with Washington. Shortly thereafter, they locked me out of my omce and I finished

my Government career in a conference room in the Investigations office.

C. "Politiccd Imperatives . . . ?"

Such gag orders and lockouts are more them just a "general breakdown in commu-
nications between the two units." They evidenced a

prejudice against all investiga-
tors by Arturo Vera-Rojas, the top RTC lawyer in Dallas, who believed that:

"[F]ederal investigators, be they from the IRS, Customs, or DEA, strongly re-

sent any attempt at close supervision by Justice Department attorneys, be they
from a local U.S. Attorney's Office or from headquarters. As the RTC hired most
of its field investigatory staff from said backgrounds, it does not surprise me that

similar resentments developed so quickly in our own corporate culture."

"Investigations has suffered from conflicting statements of corporate priorities.
Then political imperatives have ceiused said conflicting priorities to weigh
in favor of support for criminetl investigations at the detraction of PLS-
civil investigations. To make matters even worse, RTC investigators hired from
a Federal criminal investigatory background have naturally /ayored the more
attractive, exiting (sic) and snort-term-satisfaction world of being involved
with U.S. Attorneys, FBI, and Bank Fraua Tcuk Forces, over the dreary
and lack-luster tasks ofpreparing Ittan write-ups and net worth investiga-
tions." July 26, 1993. Memo ofArturo Vera-Rojas to Edward Maheney at 8-9.

Vera-Rojas' memo reveals more about his attitudes than those of the Investiga-
tors.^* His view of "close supervision" means gag orders to conceal his own wrong-
doing. More importantly,

the memo reflects a profound ignorance of the extent of

criminal wrongooing in Texas by RTC lawyers m general and explains, in part, the

Forgotten Fifty. Vera-Rojas viewed PLS cases and criminal cases as mutually exclu-

sive. And his attorneys chose "dreaiy" negligence cases to the exclusion of "more at-

tractive, exiting (sic) looting cases. Yet looting cases can make very good civil cases.

Look at Lincoln Savings, Centrust, and Bexar Savings—the RTC's top three money-
makers.

Treasury ultimately concluded:
"The Review Team, found that investigators and PLS attorney's often were sus-

picious of each's other's commitment to the program and doubtful of each other's

competence. TTie Review team believes that these suspicions and doubts arose

from a profound failure to communicate. It is understandable that investiga-
tors—many of whom come from banking or law enforcement back-

grounds—would have significantly different perspectives from the PLS at-

torneys, who are essentially civil Uti0ators. The oifferences in perspective led

to equally understandable differences in professional opinion about matters as

"
Bill DePugh was the Managing Investigator of the 73 person RTC Dallas Invectigations of-

fice. He has 37 years experience investigating white collar crime. He gained prominence
in the

loco's for his work with Bobby Kennedy on the Jimmy HofTa case which lea to Bill DePugh's
testimony in the McClellan and Long hearings on oiganized crime. It also resulted in a personal
suit against Bill DePugh for "invading the privacy" ofJimmy Hoffa's lawyer.

Later in his career, DePugh became the Chief of the IRS Criminal Investigation Division in

Manhattan and then the Assistant to the Director of the IRS Criminal Investigations OflRce in

Washington. He was the IRS Liaison to the Interpol Working Group on Off-shore Banking and
International Funds Transfers. DePugh also headed up the investigation of the NFL bribery
scandal with the Detroit Lions in the 1960*8. In the early 1980*8. Bill DePugh became the Assoa-
ate Director (Operations) of the U.S. Department of Defense Criminal Investigative Service, an
office he helped set up to investigate defense contractor fraud nationally. Bill left retirement
to

join
the RTC.

In sum, DePiigh was both experienced and tough—hardly qualities that endeared him to the

PLS attorneys. It also explains why PLS managers wanted to conceal information from

DePugh—they knew he could and would protest.
^*In truth, the RTC Investigators were very interested in developing strong PLS cases and

willingly worked with any PLS attorney who showed an interest in working as a team. They
just weren't use to gag orders and lockouts.
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fundamental as how a case should be developed and who should be in charge."
Altman at 16.

Can anyone blame the investigators for doubting the competence of their lawyers
who mocked the "then political imperative" focus on looting cases in a State that
accounts for 57.3 percent of the S&L insider criminal losses in the country? The In-

vestigators were trying to cope with the Forgotten Fifty while their putative attor-

neys told them to focus exclusively on "drearjr negligence cases.

Taxpayers should be thankful that some "tension existed in
opposition

to Vera-

Rojas' views or else we might be faced with the Forgotten One Hunared.

Excuse #5: "Don't Worry, The RTC Now Has Great Procedures (. . . or, better
FIVE years late, THAN NEVER)'

The Altman group opined that RTC investigations adequately interviewed the di-

rectors, officers, attomej^, accountants, appraisers, and other "institution-affiliated

parties' in Texas cases. The report based such opinion on: (a) interviews of Dallas

employees;
^' and (b) the RTC Procedural Manual. The Altman group did not review

any files.

The Altman report relied on the current RTC "procedures and policies" in 1994
as suppwrt for the existence and adequacy of interviews of "institution-affiliated par-
ties" in 1989. Yet the RTC did not even exist on paper until August of 1989 ^® and
was not fuUy staffed until much later. Altman at 26. Most of the Texas S&L's closed
in March and April of 1989.

Moreover, the investigators' "interviews' at closing only included those thrift em-
ployees who voluntarily remained at the S&L after closing. Such "interviewees" sel-

dom included the top officers or directors and virtually never included the outside

professionals such as attorneys or accountants. Finally, "interviews" immediately
after an S&L closing did not have the benefit of careful pre-interview preparation
and analysis; they were merely intended to obtain a brief overview of the S&L as
a guide for a more thorough investigation over the next 3 years. Most of the notes
from such "interviews" were only one or two pages long.

Despite the limitations on the Investigators interviews, they often constituted the

only interviews ever conducted. PLS attorneys did not participate in the interviews
of S&L insiders at closing of most Texas S&L's. Altman at 19. The Altman report
observed that the RTC was not "adequately staffed" to prepare for or conduct the
interviews for the early Texas closings. Altman at 19. The report also suggests that
the RTC "did not understand the magnitude of the problem or the types oiquestions
to ask, and that

early training in investigative techniques would have been useful."
Altman at 19. It euphemistically observed that "additional" involvement of the PLS
attorney "could improve the quality" of the interviews and give the PLS attorney
"a better sense of tne institution and the individuals involved. Airman at 19.

Unfortunately, new procedures come a little late. Texas S&L's closed 5 yeeirs ago
and the RTC will be out of business in 1995.

Excuse #4: "Who Cares About Facts So Long As We Sue Somebody (. . . or,
WINNING ISNY EVERYTHING)"

Obviously, a poor investigation can result in a failure to bring meritorious suits.

But Treasury totally ignored the other problems created by a poor investigation.
A failure to investigate severely undermines the RTC abUity to win or settle those
meritorious suits that it does file. Just as importantly, however, poor investigation
can result in a disproportionate number of negligence CEises and tne filing of unjust
or frivolous suits. Filing suits without using available subpoena power is akin to fir-

ing a high-powered rifle while blindfolded—removing the blindfold after emptying
the gun doesn't make the aim any better.

A. Difficulties Prevailing in Lawsuits

The RTC had no excuse for fiUng poorly prepared cases.
K a case was worth filing, it should have been worth a thorough investigation

prior to suit. Congress gave the RTC 3 years, a lai^ge budget, and the subpoena
power to investigate fully its cases prior to ever entering the courthouse. The RTC

"Ab noted below, most of the Texas PLS attorneys interviewed did not even handle Texas
cases until 1993, almost 4 years after the bulk of the Texas closings. Even most of RTC inves-

tigators interviewed by the Treasury task force were not present at the closings.
l^TKo trnTr* Inoncwl omnlnucvoo t/-> oooiot in r-lnirlnn- fko 'Tcsvoo Cf.T >a K.-if tUr^a'The FDIC loaned employees to assist in closing the Texas S&L's but those employees were

closing as many as a dozen S&L's and banks a week in Texas alone. These FDIC employees
were on temporary loan; none stayed with the RTC. The work product of these temporary em-
ployees reflected their heavy burden and short-term outlook and was never intended to sub-
stitute for a thorough investigation necessary to make meaningful decisions 3 years later.
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had a huge head start over the defendants—only to squander it by failing to develop
their cases prior to suit.

TTie RTC filed several suits in Texas without ever issuing a single subpoena. Not
all of those cases were "small" insignificant cases. Consider Universitv Savings of

Houston, Texas; its $2.4 billion dollar loss on this Forgotten Fifty S&L is second

only to Charles Heating's infamous Lincoln Savings in RTC losses. (The annual

budget of the entire Federal Judiciary cost less than the bailout of University Sav-

ings.) University had a 96 percent loss ratio—"mundtme" negligence does not ex-

plain such incredible losses. Moreover, a $2.4 Billion loss doesn't leave a money
"trail," it creates a money superhighway. Yet, the RTC never issued a single sub-

poena in a 3 year "investigation" of University. Not a single subpoena.
Why?
RTC finally filed suit on the University case. But simply filing a lawsuit does not

guarantee the best possible recovery. The RTC must either prevail or settle the case

on favorable terms for it to be worthwhile. The RTC encountered barriers in the

University case from the date it filed suit. The Court originally dismissed the case

because the RTC did not plead sufficient facts to establish liability of any of the de-

fendants. See RTC v. Bonner, June 3, 1993. Order reprinted in Bank Lawyer Liabil-

ity. Vol. 2, No 6 (June 25, 1993) at Bl. In Bonner, the Court held the RTC to a

very strict burden under the Texas Business Judgment" rule, a burden the RTC
did not meet in its original suit. The RTC later refiled its suit and the defendants
have now sought dismissal because the RTC has not produced necessary documents
to the defendants.
The "Texas Business Judgement" rule does not allow the RTC the luxury of sim-

ply filing suit and hoping that they can find enough evidence later to make the case

stick. For example, a Dallas Federal court dismissed the RTC's case arising out of

Heritagebanc, a Forgotten Fifty S&L, because the RTC could not show any "self-

dealing in loans made by the (Jhairman of Heritagebanc which financially benefited

his son-in-law. RTC v. Charles Acton, Feb. 1, 1994. Order reprinted in Bank Lawyer
Liability, Vol. 2, No. 22 (March 4, 1994) at CI. The RTC issued only one subpoena
in the Heritagebanc investigation; apparently the RTC considered "son-in-law loans"

"mundane negligence" and the Court ap^ed.^"'
Rightly or wrongly, courts are requiring a showing of personal profit or greater

wrongdoing than "mundane negligence." Having failed to anticipate such burden,
the RTC must now simply watch courts dismiss its poorly prepared cases for lack

of proof. Even those "mundane" negligence cases that survive a Motion to Dismiss
or for Summary Judgment lack the vitality that makes these complex cases worth

pursuing.
Simply stated, juries and courts in a State that accounts for 57.3 percent of the

RTC's criminal insider losses expect the RTC to show more than simple negligence.

B. Increased Difficulties in Settling Cases

A complete investigation coupled with frank and candid pre-suit discussions with

potential defendants can result in the RTC avoiding the filing of bad lawsuits. Such

pre-suit discussions rarely succeed when the RTC has done no investigation at all.

Potential defendants either believe (1) that the RTC is not genuinely concerned

about making a fair decision based on the facts; or (2) that the RTC is so off base
that they perceive a tactical litigation benefit to fighting an unprepared RTC. In any
event, defendants are very unwilling to pay significant settlements to an unpre-
pared RTC. Why should they?

C. Disproportionate Focus on "Mundane" Negligence Cases

The most egregious wrongdoers seldom leave a paper trail in an S&L that they
know will be seized by the regulators. Rather, crooks attempt to hide their theft.

Accordingly, a myopic examination of the records remaining in the gutted S&L often

do not result in the big cases against those S&L officials who deliberately fashion

schemes that are difficult to detect.

Just as crooks tend to hide their wrongdoing, honest (albeit, periiaps negligent or

grossly negligent) S&L officials tend to leave a pretty good paper trail. Accordingly,
a failure to use subpoenas will result in a disproportionate amount of claims against
individuals that did not have the foresight or incentive to cover their tracks. Indeed,
those individuals may themselves have been deceived by more culpable wrongdoers.

"The FDIC, which also failed to issue subpoenas, has the same problems with its cases. The
courts want to see how the directors and ofncers "personally profited" from the loans. See e.g.,

FDIC V. Chaney, 11/12/93. Order reprinUd in Bank Lawyer Liability, Vol. 2, No. 21 (February
18, 1994) at Gl.



497

Much of my Testimony and materials focused upon the poorly prepared suits that

were filed without proper investigation. Treasury inexplicably ignored this problem
in their investigation. They never once referred to the memos of Arturo-Vera Rojas
or Edward Mahaney which confessed the Dallas collapse. See Appendix 3 attached

hereto.

Accordingly, the RTC focus on mundane negligence cases creates the anomaly of

suing less culpable outside directors while letting the looters off scot-free. Now
that's social justice!

Excuse #3: "Sure, Nameless Managers Made Mictakes . . . Bur Now We Have
A 'Blue-Ribbon' Plan"

A. The Nameless Managers
'*

The Altman report admitted that "management deficiencies and personality con-

flicts" contributed to "the very high level of tension" between the Investigators in

Dallas and their attorneys. Altman at 8. The "result is that small problems in Dal-

las have a tendency to become larger problems." Altman at 8. The "management de-

ficiencies" were not limited to Dallas; the RTC's Washington managers had notice

of the problems and did nothing:

• The "breakdown in cooperation . . . should have been addressed earlier by Dallas

management, or when Dallas management failed to act, by PLS and Investiga-
tions in Washington." A/fman at 16.

• This tension flows from "a failure of PLS and Investigations management in

Washington adequately to oversee, provide guidance, and intervene effectively

when it became clear that the problems would not be solved in Dallas." Altman
at 8.

• "These actions further harmed an already damaged working relationship between

Investigations and PLS. Management did not put a stop to it. Instead, the Review
Team was told that Investigations and PLS managers in Dallas quarreled with

each other and among themselves." Altman at 17.

• "Neither PLS nor Investigations management in Washington appears to have ef-

fectively exercised what direct authority or power of persuasion it possessed to re-

solve matters in Dallas." Altman at 17-18.

The Report admitted that the 'Very hi^ level of tension . . . undoubtedly im-

paired the efficiency of the [Professional Liability] program. . . ." Altman at 16 and
8. It also "result[ed] in delays in the completion of investigations of instituted-aflili-

ated parties." Altman at 16.

But at what point does "a very high level of tension" cross the line from "undoubt-

edly impair(ing] the efficiency^ of the Professional Liability program and start con-

tributing to a "wide-ranging failure to investigate"?

• Is it when LQgal managers order their attorneys to conceal information from the

Managing Investigator representing the RTC at the settlement negotiation table?

• Is it when inexperienced Professional Liability attorneys bar experienced Inves-

tigators from communicating with outside counsel or reading depositions of S&L
witnesses?

• Is it when Professional Liability attorneys lie to Investigators about the issuance

of subpoenas in an effort "deliberately to mislead them"?
• Is it when a PLS manager only wores a total of 2 hours a week on the cases as-

signed to him and he is then promoted to head the Dallas Professional Liability
office over their objections?

^'

• Is it when Arturo Vera-Rojas, the top Dallas lawyer, criticized the entire Inves-

tigative department for their "bias" for investigating looting cases in Texas?
• Is it when inexperienced attorneys implement a system of hiring outside "inves-

tigative contractors" that Investigators believe "was designed to bypass Investiga-
tions altogether'?

Or is it simply when inexperienced Professional Liability lawyers ignored the For-

gotten Fifty and looked only at "mundane negligence" cases in a State with 57.3 per-
cent of S&L insider criminal fraud losses nationally?

B. "Let's SUence Texas With A Blue Ribbon"

Following the protests of the Dallas Investigators, the RTC management retali-

ated viciously in an attempt to "kill the messenger." The RTC sent in teams of

"managers" from Kansas City to impose their "Blue Ribbon" system on Dallas.

^^See Appendix 2 for a list of the RTC managers with Whitewater and Texas connections.

^Keil, "RTC not Raking in Big Bucks" Houston Post (January 12, 1994) Al.
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• They barred the Investigators from discussing c£ises with the outside counsel han-

dling the cases. Altman at 12. They also prohibited the Investigators from speak-

ing with regulators or the RTC's outside consultants. PLS attorneys refused to

give Investigators information received from RTC fee counsel, consultants, or reg-
ulators. The attorneys asserted that they had a "privilege" that allowed them to

conceal such information from RTC Investigators.
• They changed the reporting lines for the Dallas Investigations. "A number of In-

vestigators told the Review Team that they viewed this change as a punitive
measure in response to the failure of the managers in Dallas Investigations and
PLS to woric together." Altman at 13.

• They stripped an Investigative manager with 20 years of experience and assigned
her to manage documents in the RTu warehouse and the Accounting Liability In-

vestigators.
• This massive restructure "resulted in lost time when the investigators and their

supervisors were required to learn new cases. Another result is that fewer inves-

tigators are actually working on cases, since more investigators are now super-
visors." AZ^man at 14.

• They required "the unnecessary generation of reports for Kansas City Investiga-
tions oversight purposes, taking away from time that should be spent on inves-

tigative work." Altman at 15.

• The PLS lawyers started "a system for the routine hiring of outside investigative
contractors." "[A] number of investigators expresses concern that this actually was

designed to bypass Investigations altogether.
It appears to the Review Team that

this may be an unnecessary duplication of the work done by Investigations to

identify and qualify outside investigative contractors. Also, some interviewees

raised Questions regarding the ability to oversee the work of any such contrac-

tors." ALtman at 17.

• They refused to permit Investigators to observe depositions as part of their role

as the primary fact-fmders in ftofessional Liability investigations. Altman at 20.

The "Blue Ribbon" system divided accountability and control of each S&L inves-

tigation into six separate departments that each could kill a prospective case:

* Civil Claims (three sections)

^ Civil Fraud

*
Support (including accounting claims and the documents

warehouse)

^ Criminal

^ Admmistration

^
Analysis and Disposition (Civil Settlements)

If a case managed to survive the Blue Ribbon departments, it had to wind its way
up the food chain through the Director of Investigations (Dallas) who then reports
to a Director of Investigations (Kansas City) who in turn reported to the National

Investigations office (which has 27
employees, including one who was stationed in

Dallas mil time during the summer and fall of 1993).

Each of these "departments" had detailed "checklists," reports, and "deadlines."

No wonder the Dallas investigators objected to the:

"unnecessary generation of reports for Kansas City Investigations oversight pur-

poses, taking away from time that should be spent on investigative work. Manage-
ment did not put a stop to it. Instead, the Review Team was told that Investiga-
tions and PLS managers in Dallas quarreled with each other and among them-
selves." AZfman at 15.

The Altman report noted that these Kansas City changes ". . . further damaged
an already damage working relationship between Investigations and PLS. Altman
at 17.
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Meanwhile, the new Blue Ribbon PLS manager managed to so alienate his own
legal staff that they accused him of wire-tapping their phones.^ RTC spokesperson
Steve Katsanos said:

"[T]he misunderstanding by RTC employees may have been intentional, reflect-

ing the backbiting that exists within the agency."
The legal department in this whole organization is going through a process

of internal strife, criticism, and sniping.' This has been going on for almost a year
since a couple of lawyers in Denver testified that other (RTC) lawyers were not

vigilant ana not bringing actions against S&L insiders."

Asked if he was confident there had been no wiretapping, Mr. Katsanos said,

"At the RTC, Fm not confident of anything with all the misinformation and
bonafide missteps we have had. I'll wait for the IG to do a review before I say
what the agency is confident in." Wrolstad, "RTC tries to clear up phone flap,"
Dallas Morning News, (November 2, 1993) 01,4^1

After that PLS Section Chief went back to Kansas City, PLS extended the Blue
Ribbon system to a level more akin to a Branch Davidian compound than an agency
of the United States Government. PLS declared themselves a family;" everyone else

was "non-family" and not to be spoken to by PLS. PLS paralegals were reprimanded
for socializing outside the "family" (i.e., with non-PLS RTC employees) on their own
time, including attending a Christmas party at another paralegal's home. Not sur-

prisingly, three PLS paralegals decided to leave the "family" and resign from the

RTC.

Excuse #2: ""We Saw No Evil, Heard No Evil,' Sayeth the Brand New PLS At-
torneys"

The Treasury team confessed that they relied primarily upon interviews of PLS
attorneys and investigators in Dallas and four ofticials in Washington and did not
". . . investigate or verify statements obtained in interviews or . . . review individ-

ual RTC case files." Altman at 1-2.

Treasury also notes that many of the present PLS attorneys and investigators
were not involved in the pre-1992 investigation of Texas S&L's, particularly in

Houston. Altman at 10. For example. Treasury notes that 74 cases had been closed

prior to September of 1992. Altman at 10. "Virtually every other case in the Dallas

region that was open at the time of the reorganization has been transferred from
the original attorney to another PLS attorney, and in some instances has been
transferred a number of times." A/fman at 11. They also note that none of the Inves-

tigators who closed the Houston S&L's in 1989 were still with the RTC by May of

1991. Only 3 of 24 Houston Investigators transferred to Dallas in the 1993 Reorga-
nization. The following table illustrates the extent of the turnover just front Sep-
tember 1992 to April 1994:

Attorn*y Turnovar Aftar S«pt«mb«f 1993

( per S&L)

2%

Four

11%

^See Keil, "Dallas RTC Monitoring staff calls," Dallas Morning News. (November 1, 1993)
Dl; Wrolstad, "RTC tries to clear up phone flap," Dallas Morning News, (November 2, 1993)
Dl.

*^
Yes, Steve Katsanos is the RTC's official spokesperson.
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Yet Treasury ignores the extraordinary limited knowledge and experience of the

interviewees in Dallas to make several sweeping "conclusions" that are antithetical

to more objective evidence. How can an attorney who just joined the RTC without

any prior Professional Liability experience legitimately have an opinion on whether

cases closed in 1992 were adequately investigated?
^^

The problems with relying on hearsay from inexperienced PLS lawyers who were

not even on the RTC payroll prior to mid- 1993 is illustrated, in part, by Treasury's

misunderstanding of the cases I worked on from 1990 to 1993.

ALTMAN FACT

Burnside "was able to

'cherry-pick the cases in

Texas with the best and

fastest potential for

recovery." Altman at 43

Bexar and BancPlus were assigned to me in 1990, two
months after I joined the RTC. The previous line attorney

had done no work on those S&L's and had been fired.

Does Treasury really believe that I had such an uncanny
ability to discern in 1 990 that two S&L's out of 700 sent to

the field would result in 50% of all field recoveries by 1993?

Burnside 'worked

intensely on cases he

was interested in, and

let other matters go
unattended." Altman at

30

Of course I triaged my cases to maximize the recoveries, i

also worked closely with Investigators which allowed me to

leverage" my time. It paid off with the Bexar and BancPlus

cases. I also obtained authority to sue on five other cases

Burnside can't take

"sole responsibility' for

the Bexar, BancPlus,

and the Prudential

Bache settlements.

Altman at 41-43

Can Treasury read Engiish?^^ My full testimony stated:

"When I left the RTC in March of 1993, the case recoveries undsr

my supervision for over two years exceeded the combined total

recoveries of all matters supervised by the fifty plus field and

regional Professional Liability anorneys throughout the country.

Do I deserve all the credit on those cases? Of course not . Indeed,

I can not even take most of the credit on any single case . I'm

proud to say tfiey were all truly team efforts' that had truly great

RTC investigators and wonderful fee counsel. 1 also had strong

suDOon from Washington, D.C. Professional Liability lawyers."

Testimony at 7

My testimony also included two separate chapters

concerning team work and numerous E-mails outlining the

contributions of the Investigators in the cases. Testimony at

10: Supplemental Testimony at 6 and attachments.

=*2
Treasury also admitted that they never looked at a single file and never attempted to verify

any information given to them. Altman at 2. What "evidence" did they have for their conclu-

Bions?

"Treasury's inability or unwilHngness to recount accurately my written testimony raises

questions as to the accuracy of their "interview notes." Many Texas Investigators dispute the

accuracy and objectivity of the Treasury "spin" on the Texas collapse.
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"Mr. Burnside

contributed some

background information

on some Texas
institutions for this

national settlement on

some Texas institutions

and otherwise assisted

in staff work [on

BancPlus and Bexar)

Altman at 41

I was the line attorney in charge of the investigations of the

Bexar, BancPlus, and Pru-Bache cases from 1990 until

1993. I requested and received authority to sue Ernst &

Young in both cases in February of 1992 and commenced
handling the settlement discussions directly with EY. Other

than normal supervision of cases, Washington gave no

specific direction on the Bexar or BancPlus cases. I spent

approximately 1 700 hours on the two cases -- certainly more
than just "background" work. See letter of former PLS
Section Chief (Dallas) Sharon Howard to Senator Riegle.

The EY global effort did not even commence until after the

authorization to sue EY in Bexar & BancPlus. I was then

asked to join the RTC working grouo on the EY discussions,

but day-to-day control on all EY field cases remained in the

field. Bexar, BancPlus, and Imperial were the only RTC
approved cases against EY at the time of the settlement.

"Mr. Burnside was not

the only attorney who
worked on (the Bexar

case], which was
completed by another

attorney after Mr.

Burnside left the RTC."
Altman at 42

The terms of the Bexar D&O settlement discussions were
reached prior to the RTC locking me out of my office. Four

levels of RTC Legal and Business side supervisors approved
the settlement terms and I had submitted the formal

Authority to Settle Memo prior to my departure. The terms
of the settlement did not change after I left.

"The Investigations Unit You bet they did!

also contributed to

these cases." Altman at That's why the current PLS practice of gag orders and
42 ignoring Investigations is so damn stupid.

Excuse #1: Thank GJod the Texas Failure VfASttr 'Wide-ranging'"
The Number One excuse in the Altman report was that the RTC's faUures in

Texas were not "wide-ran^g^ because any single factor, by itself, does not conclu-
sively "prove" a failure to investigate.

But, Altman misses the point—all the factors combined to show an RTC collapse
in Texas:

• The RTC has collected only $11 million from Insiders of Texas S&L's which ac-
count for 57.3 percent of all RTC S&L insider criminal fraud nationally. The For-
gotten Fifty S&L's have almost $12 Billion in losses but only $42,000 in D&O Re-
coveries.

• The RTC failed to issue any subpoenas in 86 S&L's in Texas and issued less than
4 in 20 other S&L's. It only issued 27 subpoenas in the Forgotten Fifty.

• RTC employees have engaged in massive iinger-pointing.
• Turnover on the Texas cases has been between 400 and 800 percent. Even the
RTC questions the competence of its attorneys.

• The RTC focused upon negligence cases rather than looting cases. Now Texas
courts have started to dismiss the RTC cases under the Texas Business Judgment
Rule.

The list goes on and on. The real issue, however, is not the RTC's failures over
the last 5 years. It is the Clinton Administrations refusal to investigate Texas S&L's
now that they have notice of the Texas

collapse. Despite Roger Altman's objections.
Congress gave the RTC three extensions ot time to investigate S&L's. They now
have until December of 1995 to sue S&L wrongdoers for intentional wrongdoing (but
not negligence). So the Altman team had the opportunity to force the RTC to do the
job right.

Instead, Altman chose to defend the Forgotten Fifty.
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Epilofpie: The **Lady in the Warehouse"

The Investigators formed the backbone of the RTC pursuit of S&L wrongdoers in

Texas. Their insight and experience played critical roles in the few successful Pro-
fessional Liability cases in Texas. They often worked long hours without overtime

compensation. Most important, they brought a sense of passion and mission to our
work.

Many RTC employees stepped forward to protest the inadequate investigation of

the Texas S&L's. One investigator described the reasons for coming forward as fol-

lows:

"It is not for money, nor is it for revenge. It is because it is right. It is for my
children's children and their children. It is for all the people that wiU not be bom
for another 10 years but will spend half of their lives paying for what happened
during the past decade." October 1993, Letter to Senator Riegle (D~MI).

It is almost unfair to single out any single Investigator for praise. Individually,

they were formidable; collectively they could be unstoppable. Yet, it is an even

greater injustice to describe the Investigators with mere abstract concepts. The
story of one individual illustrates the talent and passion that the RTC squandered
in their cruest to silence the protests of the Dallas Investigations Unit.

Diane Mendoza is a small Hispanic woman with 20 years' experience in S&L and
bank regulation who went to Dallas in the late 1980's to help shut down the rene-

gade Texas S&L's. She rose to become one of the most respected Supervisory Agents
in Texas. Even the harshest critics of the defunct FHLBB later singled her out for

praise for her lonely opposition to the admission of Olney Savings into Danny Wall's

infamous Southwest Plan. In 1990, Diane joined the RTC Dallas Investigations Unit
as its only Department Head.
Diane was oft^n the first at work, the last to leave, and brought work home with

her. She was and is strong-willed in an agency that does not always reward such

qualities in a woman. Her demeanor and high expectations often intimidated RTC
lawyers, including myself, who recognized that we might fall short of such expecta-
tions. Yet Diane held even higher standards for herself. When I needed an expert
witness to

testify
in an RTC case in Houston, she agreed to do so—even though it

clearly was not her "job." She used her personal time to prepare
^ but never com-

plained or requested anything in return.

She passionately cared about her cases and staff. For example, the Dallas attor-

neys reftised to issue subpoenas relating to an S&L in Waco, Texas, that will cost

taxpayers $170 million.

They then sought her consent to "closeout" the investigation. Her staff objected.
The PLS line attorney

was livid that the investigators questioned his "judgment"
and demanded that she order the investigators to sign tne closeout memo so "we
wouldn't look bad." Diane supported her staff and refused to sign. Did this cause
"tension" between PLS and Investigations? Of course it did. But Diane stood by her

principles and her Investigators.
Diane also has made the Government her career and believes in working within

the system. Diane kept her own counsel and was loathe to become enmeshed in a

battle with her own mwyers. That background made it even more remarkable for

her to become involved in my protest. Diane was the first person I approached for

help. She had nothing to gain and much to lose when I approached ner about my

grievance.
Yet she stayed late one night to hear my problems. When I asked for her

elp
—she did not hesitate, she did not find out which way "the winds were blow-

ing*
—she simply quietly agreed.

Since then, others have come forward. But Diane was the first. She was the

steadiest. She was the most visible. Aft^r I left, the RTC management sought to

punish Diane for her stand. They had great difliculty. Diane was very good at what
she did, much better than they were at their jobs. She also stayed entirely within
the system when she spoke out. She filed no personal complaints and has not spo-
ken to the press. Her boss. Bill DePugh, staunchly rebuffed pressure to punish
Diane. So the RTC relieved him of responsibility for Dallas and eventually trans-

ferred him to Tampa. DePugh's successor immediately stripped Diane of her posi-

tion, her cases, and most of her staff.

Now Diane spends much of her time in a DaUas warehouse supervising the move-
ment of boxes. Treasury complains that the RTC has difficulty "retaining" experi-
enced personnel to pursue S&L wrongdoers. Yet Diane has more S&L experience
and passion for her work than the entire PLS section combined.

** While other RTC managers enjoyed the nightlife of Tampa in one of Jim Dudine's, RTC Di-

rector of InvestigationB, mandatory junkets, Diane 8p>ent her time in the hotel room studying
exam reports and financial statements of a Houston S&L.
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Perhaps they should look in the RTC warehouse for their missing experience.
Despite eveiything, however, Diane has retained her quiet dignity and integrity.

Weeks after I left Texas, I received a large box from Diane. Inside the package was
a small black framed picture with a stanc white background and elegant lettering
that has become a treasured possession. It simply stated:

**He who ia ailent is understood to consent.**
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Common Players
Texas and Whitewater

Person
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Appendix in

Information on RTC Thrifts Associated With

Suspected Criminal Activity, by Jurisdiction

Jurisdiction

Number of

RTC Ihrifis
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AppcndU III

ln/onn«tloa ob BTC THrlfU Ajsociaecd WItA

Siupccud Crlmli>al AcUvlcr, bj Juriidlcdaa

Jurisdiction

Number o(

RTC thrifts
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SHARON J. HOWARD
AdaoTTwy-ct-Lr*

4111 Hefsc^ei #4

Dallas. Texas 75219

Telephone (214) 528-6564

Senate Banking Committee

Chairman Donald Rciglc

Washington DC.
RE; Thomas Burnside & Treasury Report

Dear Mr. Chairman:

This letter is to reply to the inaccuracies and self-serving statements contained in

the Treasury Report on the Dallas PLS program regarding the value of Mr. Burnside's

service to the program. During the period February, 1990 to the June, 1992

reorganization. I was the Office Chief of the RTC PLS office in Dallas. 1 hired Tom
Burnside to join forces with the government, instead of fighting the government on

behalf of his insurer-clients, in prosecuting PLS claims. Tom was the hardc.<rt working,

most innovative lawyers I had the pleasure of working with throughout the PLS program
nationwide. Tom's zealous representation of his client, the RTC. caused him to work

many nights and weekends delving into the documents and legal theories of accountant

and appraiser malpractice claims. As Office Chief 1 watched Tom take cases that had

languished in Washington D.C., and through hands-on involvement, turn the cases into

multi-million dollar claims that ultimately recovered millions for the taxpayers.

These cases included the Bexar and BancPlos Savings cases which had been

transferred from Washington in late 1990. Tom's style was to work closely with the

investigators at the field otTice or in the thrift, pouring over documents and interviewing

witnesses including the targets themselves. The goal was to follow the money trail and

determine what really happened at the thrift, and not what the Directors & Officers of the

thrift wanted you to believe happened. Tom would then brief mc on the status of the

investigations and we would brainstorm on the development of the case and the legal

theories to be pursued Tom did not deal directly with Washington until the case had

been developed and an Authority to Sue Memo was in process. Both the Bexar and

BancPlus cases were developed by Tom, the investigator, and outside counsel before

Washington was ever apprised of the details. At no time did Washington suggest

approaches to these cases, offer any direction, or involve themselves In any of the

meetings in which the cases were discussed or witneMcs interviewed. I personally

attended numerous of these meetings, including mtsctings with the targets in which

settlements were negotiated Washington had no input in these cases and only became
involved when authority memos were submitted, either to sue or to settle.



510

As Pl-S Office ChicC I proposed Tiumerous altemalivc ways of developing cases

to Washington including contingent fee cases' and global invcstigatioiu of targets in

multiple thrifts such as accounting firms and securities brokers. This was a direct result

of Tom's work in the region, in which he saw the scope of involvement of the Prudential

Bache Securities firm. At that lime, I proposed that one lawfirm and one expert be

retained to examine all of the trading by Pru-Bachc in those Texas institutions identified

by Tom. After several months and several submissions to Washington, approval wa.<;

finally given by Washington for the global investigation and Tom was placed in charge.

During my tenure, Washington did not direct or assist in the investigation, and in fact, I

served as Tom's back-up on the case when he was on vacation. The case was totally

developed by the line investigators, Tom. and the lawfum of Finkelstein, Thompson, &
Loughran.

Perhaps the most memorable event I recall involved the Bexar Savings case. The

FDIC had been moving towards a global investigation concept as they had numerous

claims against Ernst & Young which were approaching trial. Despite my efforts, the

RTC managers in Washington were reluctant to pursue global investigations principally,

as they relayed to me, because the cases were not well-developed yet and because of

internal staff turf i.<;sues over who would be in charge. Tom had several cases involving

EY and was negotiating with EY's Office of Gciwral Counsel for tolling agreements as

statute of limitations approached. At that time, FY's attitude on all RTC matters and with

all RTC attorneys was to stonewall and be obstructionists on all matters including tolling

agreements. Tom was scheduled to have a phone conversation with EY regarding a

BancPlus tolling agreement, and he discussed with me his plan to merely mention Bexar

at the conclusion of the BancPlus discussion. I sat in his office as he talked to EY about

BancPlus and EY stonewalled again saying they would call back on Monday with the

answer to the BancPlus tolling question. At that time, Tom mentioned that on Monday
he wanted to talk to them about Bexar Savings too, and EY asked some questions about

the case. Tom Ihen informed him that the claim would be for $500 million the total

losses to the insurance fund, that he had authority to sue, and that the lawsuit would be

filed next week naming all of the partners ofEY as defendants. EY became nervous and

immediately started executing Tolling Agreements and approached the OTS regarding

buying peace with all of the fmancial institution regulators. Only at that time did the

Washington RTC managers join in the global EY effort, and only then were they apprised
of the nature of the claims being pursued in the BancPlus and Bexar cases. ^

Tom developed all of his cases without input from Washington. At no time did

Washington interject themselves into case development, and by the time they were aware

of the existence of any claim, it was after it had been developed by the line attorneys and

an Authority to Sue Memo had been presented with the fully developed claim and

theories outlined. I personally was told by several on the Accountant Liability Task

' A concept adopted by Congress in 1 993 in the RTC funding bill.

^ EY's own nickname for the Bexar case was the "nuclear bomb".
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Force created by ihe RTC thot Tom's cases were the best developed of ail of the clainu

submitted. Obviously that was the case, as the share of RTC EY recoveries attnbutable

lo his cases far outstrip the dollar value of other recoveries obtained by the RTC from

UYs global settlement. It is as laughable for Washington to take credit for the work done

by Tom on Bexar and BancPIus. as it is to claim credit for efforts made by the OTS to

force a global settlement with EY. All Washington did is uke Tom's work to the

negotiating table after all of the work had been done.

Sincerely,

Sharon J. Howard
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William J. DePugh
194 West 4900 Suulli

Wishineton Terrace, UUb 84403

(801) 392-9943

Senator Donald Riegle

Chairman

Senate Banking CommiUce

Wa5hing:ton, D.C.

Dear Senator Riegle:

1 was the Managing InvestigHinr of the Dallas RTC Investigations Unit.

I have thirty-seven years experience investigating while collar crime as a mombcr of

the Detroit Police, Internal Revenue Service, and the U.S. Department of Defense.

Among other govcrnmeni posts,
I was the Chief of the Criminal Investigations

Division of the IRS in Manhattan and lulor was the Associate Director (Operations) of

the Department of Defense Criminal Investigative Service which investigated military

contractor fraud.

I have reviewed both the Treasury report and the response of Tom Burnside, a former

RTC PLS attorney in Dallas. In my opinion, the Treasury Repuri is « whitewash of a

national scandal. The RTC failed to properly investigate the Texas S&L's. It did not

follow the money trails. Not only do I agree with Burnside's original testimony and

his recent response, I believe thai the RTC is worse than he portrays.

In 37 years, I have never seen anything like the RTC. No one is ever held

accountable for anything. I personally told top RTC managers about the Texa.s

problems and they did nothing. They could have solved many of the problems with a

simple phone call but chose to ignore the situation. The RTC attorneys and managers

seciii mote concerned about closing down the Dallas office than understanding the

facts of the cases.

The Treasury report cont2Lins many inarciiracics. It chose to attack the niesscnger

rather than deal with the Texas problems. The "unverified" allegations against
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Burnside arc simply untrue.' He was the hardest working, most dedicated attorney in

Texas. He believed In working wilh investigators, a* a team and they responded. His

cjtsiis represent what the RTC could have accomplished. His Forgotten Fifty cases

i^prescnt what the RTC actually accomplished.

Even though I explicitly requested an interview, Treasury never interviewed myself or

the two previous managers of the Dallas Investigations office. Further, many of my
investigators feel that the report did not accur«tp.ly portray the Texas debacle. We had

hoped that Treasury would help solve the problems. It appears that (heir mission was

to cover-up the situation.

As I said before, I agree with Tom Burnslde's statements about what transpired in

Texas. Now everyone has nuUcc of the Texas collapse und the RTC has the

opportunity to do the job rij',ht. My investigators in Texas are among the finest I have

worked with and they are ready, willing and able to follow the Texas money trail,

Bui the RTC and the PLS lawyers will not work with them.

Please look into the Texas situation. It is far more important than Whitewater.

Sincerely yuuis,

'

For example, I attended all of the Bexar S.ivin|/.s ieiileintfnt discussions with Rumxide.
fhc s*!ttlement against those directors and officers was fully negotiated and informally

approved by RTU managers oeiore tiunsiue icn tne R re. He iiao uiitviOy auumincj ihc

paperwork for final approval before he resigned. The only role his successors played in the

settlement was to delay the closing.

80-519 O - 94 (520)
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