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UNITED STATSS OF Ancifica

. Before The i ;
Orricr or TERIFT SUPERYISION |
DEFARTNENT OF TEE' URY
, )
IN THE MATTER OF ) [ :
) Nel 0TS ar 92-106
RICHARD J. GRASSGREENW, ! v
former Director of Daked:| October 5, 1992

American Bavings of rlorids, rss,
Miemi, rlorida and rormer Chalremapn
of the Joard snd Chief Executive
Officer of the Enstac Group, !ff.
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wree -, . .. SYIPULATION AND CONBENT'TO FHE EMTRY OP A b2 e
: 7+ 7 "CEASE & DESIST OADER FOR RESYITUTION e
AND ORDER OF PROEIBITION

The Office of Thrift Supetvision. ("0T8") and Richazd J.
Grassgresn (“Grassgreen®) stipulate;and: agres as follows:

1. Congiderstion. .The OTH, bsned upon information
teported to ?g. is of the opinion that ‘the grounds exist to
initiate an adainistrative prucesding ugainlt Grasagreen pursusnt
to the Federal Deposit Insurance Act, $§ 9(b) and (e), 12
U.8.C.A, § 1818(b) and (e) (West 1989). Grassgrsen desires to
cooperate with the OT8 and to avoid the time and sxpense of such
adrinisteative litigation and, without eithar admitting or
- denying that such grouands exist, hsreby stipulates and consents

to the !ssuance of the uecolpanling Cease and Desist Order for
.- Restitution and order of Prohibitlion attached hersto aa Exhibit A
L :(the: "0zder") in consideration for 0TS 'hereby forever, remising,
* ralessing -and discharging Grassgreen of and from ull debts,
. obligations, limbilities, reckonirigs, baonds, specialities,
. .oontroversies, suits, actions,; causes of action, claims or
—.-demands with respect to any.matter discovered, or that could have
.. teasonably beea discovesred, by the 078 as & result of its
1avclt1!:t1vt ptoceading comsenced pursuant to Resolution ATL.
90-17, dated Noveaber 30, 1990.
%%**"Ricriénn is 8 "savings association* and an
"{asured dopolitozg institution” as defined by 12 U.8.C. §§ 1462
&nd 1813 (west 1985)
| .. (B) Grassgreen is an Institution-affilinted party as
defined by 12 u,8.C. §§ 1813(u) (West 1989). o

: (¢) The Digector of the O75 ig the "appropriate
. Tedeoral Banking agency” to.maintain administrative proceedings
_.:::g?utuaraQUqreon pursuunt to 12 U.!.C.?ll 1618(b)(s) (West: .
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3. » Grassgeean vithout adaitting or denying an
viclatien or n!ul.hlu. goasents to tha 1.uuu'ﬂ tq'r -;.h!
ofs of the Ordaer. rther agreas to comply with Earms of

the Order upon issuance and stipulates thlt the Order Remplies

with lil raguiramants of law.
M Tha Qrdax ia lnunl under 13 I:I.l.:. §
I.II.HI]I ¢ 1089). Upea its issvance, it shall {u .

Einal order, esffective and fully anforoeabls the OTF und h
provisions of 110 8ec. 8 1818¢h) twent 1089 " SR

5. W + Orassgresn viives an atrative hsarinag
rovided .l.c. § 1818(h) (Wast 198%) !u.rthu ivas
is ti!ht o seek judiolal rev Hr of the Order, inmcluding sny

such right pr by 11 v.4.C. § nm:- & 1089} or

othacrvise h shallsage tha vuﬂitr tl the Ordar.

§. This scipulation and tha Order| ars not i.ntnlu te, nor
shall they have the effect of, limiting the right or autherity of
ethes gevernmantal agency to initiate or pUrsus any other

detton, alvil eor othervise, adgalnst Grassgreen.

7. - Simalcansously with the sattlsmsnt of this mattaer,
m:hm ‘has entared inte an agcresment and release with
Grassgrewn in vhich Amsrican, on bahalf of icaslf, its
subsidiacies, |H:Ilhnh l'l'ﬂ.illl directecs, tltlﬂ]"lll heircs,
sudcessora and lll igan (eollectively, the "Relasas ar r'h hai

agraed that the amsunt pald pursuant €o the Ordar fully
lﬂll!‘ ‘ag 1iability that Grassgraen have to f.lpl ‘Mlsasing
::::’ril nﬂ. .'I.n' ln,f l m:lw ill [Faspect to lnrluuh lq.li’

' ' :- aleh -Hn .IIIIIIII hn “:uﬁ l:i dlluln ﬂth
pr-j in ‘a8 o GLassgresn. ...
8. - Of the amount to be II-H to I-lll'l':llh ruuunt £ the
order, $1,3%0,000 shall ba alloeated to rasolution ef gll ': i
potential. =:I.n.u of the 078 in this matter and $150,000 shall be
11loeated: to resolution nt th- Ihﬂ.n hrw t br-hu‘lnn in’-

IIIIIHII. in minuthn -of the hu“lu. the OTH. and
Grassecesn exqoubs this BEiralation lml Cong:

JEPICE OF THRIPT SUPEXVISION RICHARD ﬁp_.num:m

IS/ IS/
By . _ R— -

na I’F
Siractor
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SIFICE OF
DEPARTMERT OF

In tha Matter of

] .
No. 0TS AP 92-106

RICHARD J. GRABSGREEN,
Dated: October 5, 1992

a Former Director of American |
Savings of Florida, FSB,
Miami, Florida and Former
Geimwaes. Ch@irman of the Board .. . .
and Chief Exaocutive Officer
i-23-0fz the-Enstar:Group, .. Inc.
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'CEASE AND DESIST ORDER FOR RESTITUTION
AHD ORDER OI !ROHIBITIOﬂ

WHEREAS, th. ottica:RfLThritt Supervision ("OTS") has
conducted an investigation pursu&nb io Resolution ATL 90-17
dated Novembar 30, 1990 into American savings of rlorida, Fap,
Miami Plorida,.formerly known és American Savings & Loan

Asaociatxon of rlorida (“Anerican") and, as a rasult of that

a e
K
rota

invcltigation, has aoncludod that' -
' Richard J. Grassgreen ("Grassgrcan") from at least April
- of 1988 until Septembor of 199b was a director of American and, .
fron May of 1989 was chief exegutiVa officer and chairman of
the board of directors of t‘.n"c‘énatu Croup, In¢. ("Enstar").
During the period relevant hersto, American was a fifty-percant
owned subsidiary of.Enstar. o
In December 1989, pursuant’ to the proviaions of FIRREA, -
Amarican transferred itsg junk bond securitices to an nffiliate

|
!
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of Enstar in exchange for a promissory note in the principal

amount of approximately $209 million. The note, which was

approved by OTS as required by law, was secured by collateral

maintained in a collateral account and subject to a collateral

pledge qgreement between the parties. Under the terms bf the

agresnent, the note had to be secured by collateral with a |

value of at least 120t of tha note balance, which was a

condition of OTE8 approval, and American and OTS8 had to approve

" any new or substituted-collateral.
P-R-1E2 LT May "and - June’of 1990, dértain -senior officers and 77870
directors of #nctican and Enatar, including Grassgreaen and
Harris Friedman, chairman of tha board and chief axecutive
officar of iAmerican and a director of Enstar, devised and. - |
implemented a plan ("The Collateral Substitution Plan%)- to
substitute . collateral of uncertain value, namely:stock of a:
retail subsidiary of Enstar, for cash held!in the collateral. :
pool sacuring the note from Enstar to Anmerican. - The:Collateral
Substitution Plan wvas devised to provide up to $45 million of
capital nesded by the retail-subsidiary of Enstar.
on June 8, 1990, Enstar convaened a special telephonic . ::
Board of Directors maeeting. Grassgreen attended the BHoard
"meating by telephona. At the maating, Grassgreen, diacueaed;'f*
among.other things, the Collateral Substitution:Plan, which was
then approved. Howaver, despite the risk posed to American by
the Collateral substitution Plan, it was never presented to the
American Board of Directors.
Enstar’s Genaral Counsel drafted minutes of the June 8th

Board meeting that described the purpose and general outline of
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the Collateral Substitution Plan. Hejthere!hter fequeatcd Alan

J. Berkeley (YBerkeley"), an nttornoy'reprei:hting American and
ley

Enstar, to review tha draft minutes. Berke ‘s edits stated

that the pledge of the retail subsidiary stock was intended to
provide adequate collataral‘in the_event of the future asale af
Enstar’s insurance subsgidiary. BeJkaley’s editid version |
eliminated the description of the Collateral Substitution Plan
contained in the original draft and did not disclose any

intantion by Enatar to~plddge the retail subsidiary’s stock to

YU nable’ Enetar” o withdraw "excess collaterai® to finance thae’ 794¢

retall subsidiary. sSuch withdrawala wers thereafter effected
by Enstar, with Grassgraen’s knowledge, for-that purpose.
Berkeley sent'the edited minutes.to Friedman:who acquiesced:inn
thei changes, (The ninutes vere.axecuted by the appropriate : »:?
bfficers: of: Enatar, including Grassgreen as Chairman. . - .14

T 1 Friedman . also consulted;Barkeley concerning:whether 0TS¢
approval was required for the-pledge of -the Enstar retail .-
subsidiary stock to the collataral:account. : Berkeley advisad
Friedman that OTS approval was.required and understood: that the
Friedman would seek that approval.. With Grassgreen’s._
knowledge,. Priedman sought approval for the additional ! . - i,
collateral from OTS.. PFriedman subsaquently caused'to be .
prepared a draft of a letter to 0TS seeking OT8 approval for.
the yetail subsidiary stock as collateral under the collateral
pledge agreement. The draft did not discloase the purpose of .
the pladge of the retail subsidiary stock and did not state

that excess collateral wéuld be withdrawn from the collateral

account.
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American requested OTS approval forj Ame?ican to accept the
stock of the retail subsidiary not as a ‘ubakitute for cash,
but only as additional collateral for th prbﬁiusory nota, as
described in the letter drafted by Friedman. oOn June 22, 1990,
the same day that the latter seeking OTS approval was first

!
sant, Grassgreen on behalf of Enstar, wir Qrindnan's approval,
)

withdrew $29,000,000 in cash fron the collateral account, In

August 1990, OTS adviged American that the stock of the retail

subsidiary was not acceéptable as collateral. Grassgreen was
- Yyiformed of “the "0TS ‘disapprovall’ In’ Al met' and Beptember, T

Enstar, with Grassgreen’s knowledge, made additional
wvithdravals of $9,281,000 from the account, for a total of more
than $38 million. American has:lost .more than $23 million as"a
rasult. . : L N ~} A A S
;.. _WHEREAS, Grassgreen naithaniadmits~hor denies the i . -
4llagations arising from the OTS. investigation. -~ -5 v,
"X .  WHEREAS, .Grassgreen has exsouted a '‘stipulation betwaen
Grassgrean. and the Director of OTS attached hereto and ; -
incorporated herein by this reference (the "Stipulation®); and

NOW, THEREFORE, the Director of OT8| pursuant to Saction 8
of the Federal Deposit Insurance Act ("FDIA"), as amended, .

" HEREBY  ORDERS as follows: |

1. .Grassgreen is hereby permanently prohibited from
holdihg any office in, or any further participation, 4in any:
mannaer, in the conduct of the affalrs ofi any insured deposito:y
institution pursuant to 12 U.8.C. 8c1818(e).

2. Grassgraan is heresby ordered to pay restitution in
the amount of $1,500,000 to American Savings of Florida, F8B,

LY. i
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Miami, Florida (“Ahorican"f. Grassgreen shahl pay euch
restitution in five equal Jnnual installments offl$300,000
beginning on November 25, 1993, with succeeding pgynants being
nade on November 28th of each of tha following.faur years.,
Such payments shall be haﬂe in the forﬁ‘ofn. sh, monsy order,
bank check oxr otherwise as the parties 4ay qrA ,{Gralugracn
shall exscute, in a form acﬁeptahla to OTS 'and [American, a
non-intereat bearing note in the amount of $1,;0@,000 and a
security aqrnoment in4and~to the--proceeds 6f:al¢§%n previously
3 idenitified by the parties as cdilatdéral “for payment of the notd ?
as described abovas,

3. Grassgreen agrees to cooperate fully wi@h QT8 )y,
among.other things, providing fullygnd;truthtul_tk-tinuny in
connection with any administrative: hearing .or othbrdp:oceedinq
arising out of OTS’s - investigationi into the atgaﬂrg;o:tAmgriggn
authorized by Resolution ATL: 90-17, dated Novembirc39h;l990-

. .4. Grassagreen acknowledges and.agrees tbat‘his;gonaqn;pto
the antry of this Ordar is for the purposes of resolving only
those matters, discoverad, or.could:have reasanably: been
discovared,. by the OTS as a _reault of 1tslinv-stﬂgativ‘ i
proceeding commenced pursuant.to Resolution ATL 90-17,..dated:.:
November 30, 1590, e P

. 8. All technical words or phrases used in this Order,
for which meanings are not othcrwige=speci£led or; othervise
provided by tha provisions of this order, shall insofar as 4
applicable, have the meanings set forth in one or more of the-
following laws and regulations: the ﬁone.ownars' Loan Act, as

anended by FIRREA; the FDIA, as amended iby FIRREA; and the .




requlations of tha OTS, as codified in the Code of Federal
Regulations, Title 12, chaptar V (orj cusrently published in th:
Pedaral Ragister). Any technical words or phrasss not subject
to definition in the foregolng laws and requletions shall have
meanings that accord with the best custom and usage in the
savings amsoclation industry.

€. This Order shall be and is effacfive and enforceahlas

upon serviocs on counmel for Grassgresn J | '!
IT I8 80 ORDERED on thir-if day of ' ; 1992,
QFFICE OF THRTST SUPERVISION
By :
/S/
Timothy Ryar’ S
Director



