
YNITED,STATES OF AMERICA 
Before the 

OFFICE OF THRIFT SUPERVISION 

) 
In the Matter of ) RE: EXC Resolution 

) No. 90 -.= 
Imperial Savings and Loan 1 
Aaaociatioq, ) DATED: February 22. 1990 
San Diego.' California, 
and 

) 
) 

Ita Service Corporations ) 
and Subeidiariee Thereof 1 

On February 2 2 .  1990, the office of Thrift Supervision 

("OTS") iaeuad a Notice of Charges and Hearing ("Notice") againsf 

Irnperlal Savinga Aeeoclation. a California atate-chartered 

savlnga and loan aseoclation ("Imperial"), San Diego, California, 

and its service corporations and subnidiaries thereof . . 
4' 

("Subazdiaries") pursuant to the authority of Section B(b) of CfEb 

Federal Deposit Inaurance Act ("FDIA") ,  as amended by ths 

Financial Institutxona Refbrm, Recovery, and Enforcement Act of 

1989, Pub. L. 101-73. 103 Stat. 183 ("FIRREA"), codified at 

12 U.S.C. 5 1818(b). 

Upon review of the Notltce, and of the entire record herein. 

the OTS, acting through i t# Enforcement Review Committee, has 

determined that the expectkd unsafe or unsound practices of 



Imperial and/or its Subsldi&ries, as enumerated in the Notice. 

are l i k e l y  to weaken the condition of Inperial or prejudice th. 

interest of depositors prior to the completion of tho proceedings 

conducted pursuant to paramaph (1) of subsection (b) of 

Section 8 of the FDIA, as mended by FIRREA, codified at 

12 U.S.C. g 1818fb). 

TEEREFORE, by the authority of Section B(c) of the D I A .  a8 

amended by FIRREA. codified at 12 U.S.C. 5 1818(c), IT IS 

ORDERm : 

1. Without . . the prior written approval of the Diatrict 

Director of the Eleventh District. Office of Thrift Supervision. 

neather Imperial nor any off its Subaidlarice, including but not 

limited to Merican-Pecifia Service Corporation. ICA Insurance 

Company, Ltd., A . S . L .  Service Corporation. ICA Financial 

Corporation. I S A  Equity Colrporation. ISA Mortgage Securitfea, 

Inc., Imperial Realty Secusitiea, Inc.. First ~inancial EUUitiee 

Corporation. ISA Financial ICorporation, ISA Development 

Corporation, and Placer, I~c., shall not take or permit, Or 

attempt to take or permit any action of any kind whatsoever which 

interferes with or potenti$lly may interfere with the eals, -- * 
transfer, or any other dieposition whatsoever, of any assets of 

Imperlal or any of its Subitidiariea. 

2. Without the prior written approval of the District 

Director of the Eleventh District, Office of Thrift S~per~iSioa. 

neither Imperial nor any of its Subsidiariea, includinq but not 

limited to American-Pacifit: Service Corporation, ICA fnsurmnca 

Company, Ltd. . A.  S . L. Service Corporation. ICA Finencia1 



4 .  ( a )  As an inaurred institution, Imperial and its 

Subsxdlaries were ac ali ttmes prxor to Auguat 9, 1989, aubject 

in all respects to the insurance Regulations pursuant to 

Secuon 403(b) of the NHA, 12 U.S.C. 5 1726(b). 

(b) As a atata savings association, Imperial and its 

Subeidiarxes have at ail tlmes since August 9, 1989, been rubject 

in ail respect- to the insurance Regulations pursuant to Se~tion 

401(h) of FIRREA and the ddtermination published purnuant thereto 

at 54 Fed. Reg. 34637 (Auquat 21. 1989). 

5 .  A8 a atate eavdngs association, Imperial and it6 . . 
Subeidrarlee are aubjecc to O T S ' s  authority to maintain a 

proceeding to deterrnlne whether an order to cease and desist 

should issue pursuant to Sdction 8(b) of FDIA, as amended by 

Ff RREA. 

It SUBSTDIAU 

6. American-Pacif'ic Service Corporation, A.S.L. SeWiCo 

Corporation. :CA Financial Corporation. ISA Mortgage Securities. 

Inc., :mperlal Realty Securities. Inc., ISA Financial 

Corporataon, and ISA DevelQpment Corporation are corporations 

chartered under the laws of the State of California, with their= 

respective principal places of business located at 9275 Sky Park 

Court, 4th Floor, San Dieqg. California 92323. 

7. Imperial owns 1100 percent of the outstanding stock 

o f  each of the corporation$ listed in Paragraph B above, and by 

virtue of this ownership and their business activities, each of 

such corporatxons ia a "service corporation" of Imperial within 

the meaning of 12 C.F.R. Sbctionm 561.45 and 545.74. 



8. :CA insurance Company. Ltd. is a foreign corporation 

chartered under the iaws of Bermuda, with its principal piace of 

busfnase located at Penthouse Masters Building, Reid Str6.t. 

Hamrlton. Barmuda, HM. 

9. American-Paci £kc Service Corporation owns 

I00 percent of the outstanding stock of :CA Insurance Company, 

Ltd., and by virtue of this ownership and the latter's businenn 

actlvlties, ICA Insurance Company, Ltd. is a "subsidiary of a 

servlce corporation" of Imperial within the meaning of 12 C.P.R. 

Sections 5p1.45 and 545.74. 

iO. ISA Equity Corporation and Placer, Inc. ere 

corporationa chartered under the laws of the State of California. 

with their respective prinaipai places of busineee at 9275 Sky 

Park Court, 4th Floor, SantDieqo, California 92123. First 

Financial Equitlea Corporattion is a corporation chartered under 

the laws of the State of Cdlorada. with ite principal place of 

business located at 1800 Gdand Strcct. Suita 200, Denver, 

Colorado 80202, and with an office located at 9325 Sky Park 

Court. San Diego, Californha 92123. ISA Financial Corporation 
IC 

owns 100 percent of each od the corporations listed in this 

Paragraph 10, making each ck such corporations a "subsidiary of a 

service corporation'' of Imperial within the meaning o f  12 C.F.R. 

Sectixm 561.45 and 545.74. 

11. As service corporationn and subsidiaries of ser~ic* 

corporations of Imperial. rach of auch corporations listed a b m  

in Paragraphs 6 through 10, inclusive, together with any 0th.r 

service corporation or aubuidiary of a service corporation of 



:mperiai is subject to OTS'~ authority to rnaxntain a proceeding 

to determine whether a cease-and-desist order should iesue 

against it pursuant to Section 8(b) of the FDIA. 12 U.S.C. 

11. -RY 

A, F-OSIT :-ION 8 i c Z  

12. Section 8(c) of the E'DIA, am amended by FIRREA and 

codified at 12 U.S.C. Sftction 1818(c) (1989), provides in 

pertinent part: 

. . If, in the opinion of the appropriate - Federal banking aqency, any insured 
depoaitory institution . . . is engaglng 
or has engaged) or the agency has 
reasonable cause to believe that the 
depository institution or any 
institution affiliated party is about to 
engage, in an tanaafe or unsound practice 
in conducting the bumineaa of such 
depository ?nstitution, or is violating 
or has violated or the agency has 
reasonable caubse to believe that the 
depository inetitution or any 
institution afK!iliated party is about to 
violate a 1aw.1 rule. or regulation, or 
any condition impoaed in writing by the 
aqency in connmction with the granting 
of any applicaltion or other request by 
the depoa~toryi institution or any 
written aqreemmnt entered into with the 
agency, tha agpncy may issue and nerve 
upon the deposdtory institution or such 
party, a noticp of charges in respect 
thereof . . . I. 

13. The phrase "urisafe or unsound practice," aa umed in 

section 8(c) of the FDIA and its predecessor, section S(d112) of 

the HOLA, 12 U.S.C. g 1464/d)(2). embrace. any action or lack of 

action which is contrary tb generally accepted standards of 



prudent operation, the possdble consequences of which. if 

continued, would be abnormad rrsk of loss or drmage to an inaured 

xnstltutron. its sharehcldws, or the agencies administering the 

fedsral insurance funds. ninancfal InstAW&aw Sun- 

of 1966. -a on 6 3,58 befo-- on - - 1 

, 89th Cong., 2d Sdss. 49 (1966) (memorandum s~pplied by 

John E. Horne. Chairman. Bank Board). 

14. The provislons~of section B(b) of the FDIA apply to 

Impar1al.e Subsidiaries in the same manner as they apply to 

inaured institutions. 12 U . S . C .  g 1818(b)(8) (1989). .' 
B& APPLICAR~SE :v 

15. Imperial is s&ject to the capital requirements of 

12 C.F. R. Section 567.1 f;iLLPP. , whi ch provides in pertinent part 

as follows: 

To meet its rdgulatory capital 
requirement a kavings association must 
satisfy each o& the following capital 
atandarda: 

(I) Risk-&asad capital rsquirment. 
(i) A savings laesociation's minimum 
risk-based caF(ita1 requirement shall be 
an amount equal to 6% of its rick- 
weighted aasetls as measured pursuant to 
9 507.8 of th s part plus 2% of its 
risk-weighted assets as memured 
pursuant to at section. 

( i i ) ~  eav 4 npa association may not 
use supplemenijary capital to satisfy 
this requirement in an amount greater 
than 100% of ts core capital as defined 4 in !$ 587.5  of this part. 

(2) ~ever/qo ratio rsquiramant. 
( i f  A saving8 /association's min;tntum 
leverage rstid requirement shall be in 
an amount equ+. to at least 3.0% of 
adjusted assets . 

I 
I 
I 6 



( ii ) A savLnqs association muse 
aatiafy chis requirement with core 
capital in an amount not lees than 3% of 
its adjusted total 4ESetS. 

(3) TangiBLe capital rsquirclmsnt. 
(1) A savings association's minimum 
tangible capital requirement shall be in 
an amount equail to at least 1.5 percent 
of adjusted toea1 as#ete. 

(ii)A eavfings association must 
satisfy this rsquirement with tangible 
capital as defdned in 1 567.9 in an 
amount not less than 1.5% of its 
adjusted tocali assets. *** 

(c) Savings 6asociation6 are 
expected to madntain compliance with all 
of these etandmrds a+ all times. 

i2 C.F.R. .&ctian 567.1 a g$g. (1989). 

16. Imperial la auibject to the requirements of 12 C.F.R. 

Section 563.17, which provides in pertinent part as followsr 

(a) For the pnotection of its insured 
nmmbera and o a e r  insured institutions, 
each insured tnstitutlon and service 
corporation tHereof shall maintain safe 
and eound management and ahall pursue 
financial poltciea that are safe and 
consistent wit% economical home 
financing and the purposes of insurance 
of accounts and are appropriate to their 
respective t m e #  of operations . . . . 

12 C.F.R. Section 563.17 (1968) 

111. -3 FOR OF AM) 

17, Imperial is a wholly owned subsidiary of Imperial 

Corporation of America ("ICA"), a publicly-held financial 

aerv~ces company. As of Dbcember 31. 2989, Imperial reported 
I 

total assets of $9.7 billion, which represented 

percent of the consolidated assets of ICA. 

almoet 100 



18. As of December 31. 1989, imperial's capitsf. is 

negaczrre 560.1 million under each of the three capital standards 

mandated by sect:on 5(t) of the Home Owners' Loan Act ("BOLA") as 

amended by FIRREA. and 12 C.F.R. Section 567.1 gf W. Imperial 

fail& l t a  tangxbfe capital, requirement by $203.7 million, its 

core capital requirement by $347.3 million, and its risk-basad 

capii:al requirement by $497.2 million, as of December 31, 1989. 

19. Inperla1 recorded a net loss of $259.1 million for 

the year ended December 31. 1989, down substantially from its net 

earnlngs of $14.9 mrllion for the year ended December 1988, and . . 
$51.3 million for the year ended December 1987. 

Bi A m m ~ ~ "  
20. Imperial e overall asset quality has deteriorated 

sharply since 1988. as a result of increamed levels of 

nonperfonnlng or fraudulent consumer loans. nonperforming 

mortgage loans and nonperfQrming or reclassified high yield. 

corporate debt securities not of investment grade ("junk bonds"). 

From September 1988 through September 1989. Imperial's non- 

accruing loans increased 177.1 percent, non-accruing junk bonds 

increased 13.9 percent, restructured loans increased 138.1 -* 
f 

percent, real catate acquiked through foreclosure increased 58.5 

percant, and allowance for credit losses incramad 45.3 percent. 

21. As of Decemben 31. 1989. Imperial's consumer loan 

portfolio totaled $960.0 mtllion or 10.0 percent of total asmet*. 

Imperial'e consumer loan portfolio includes a few, large groups 

of balk-purchased Loans with an inordinately high rats of default 

(0.9.. sixty-five percent jxojected over the life of a $66.0 



million portfolio and aeventfy percent projected Over 'the life of 

a $124.1 million portfolio) due to poor quality loans Or outright 

fraud by the portfolios aellera. 

Reserves establ3shed against this portfolio during 

1989 totaled $146.2 million or 15.2 percent of the total 

portfolio. Imperial forecadta, in it's capital plan dated 

January 8. 1990 ("Capital Plan"), an additional $26.9 million in 

loesre in its coneumer portfolio by year-end 1990. A Capital 

Plan revision dated January0 20. 1990, forecasts an additional 

516.0 millip in consumer loan portfolio loamem over the next 

four years, in addition to the $26.9 million already projected 

for 1990. 

22.  FIRREA amended.the FDIA. Section 28(d) to prohibit a 

savings association from acquirinq or retaining (beyond July 1, 

1994) junk bonds. Therefoce. Imperial was required to recl&#@ify 

its junk bonds currently haid for investment as held for saht 

Imperial adjuated ita carrying value for the bonds to the lower 

of coet or current market value. Imperial sustained a lose of 

$276.4 million, or 26.6 pencent, on its junk bond portfolio for 

the year ended December 31. 1989. with approximately $209.0 ..F 
f 

million of that total diredtiy related to lower of c0.t or markmt 

ad j uatments . 
IV. 

23. In light of thh condition of Imperial dewxibed 

above, any aotions by Imperial and/or its Subsidiaries tor 
I 



( a )  transfer, sell, or dispose of any of their 

assets to ICA and/or any other entity or individual. 

or 

(b) impair, reduce, or facilitate the reduction of 

the value of amy assets of Imperlal and/or its 

Subszdiaries. 

without the przor wrltten approval of the District Director of 

the Eleventh District of ti-& OTS, would constitute an unsafe or 

unsound practice within the meaning and intent of PDIA section 

8 ( b ) ,  codified as 12 U . S . C .  1818(b), because Imperial is . . 
currently insolvent on a cangible capital basis by negative $60.1 

mzllion. Due to Imperial's seriously impaired capital position, 

any actions by Imperial and/or its Subsidiaries to transfar or 

otherwise dispose of aseeta or lessen their value could cause 

abnormal risk of loss or ddmage to Imperial or the federal 

deposit insurance fund, and result in further depletion of 

Imperial's esriously impaided capital. 

". - 
Notice la hereby given that. pursuant to Section B(b) of the 

FDfA, as amended by FIRREA, codified at 12 U.S.C. $ 1818(b), an r - 
administrative hearing will be held to determine whether an order 

to cease and deeiat should be issued against Imperial. Zhs 

hearing will be held in Sad Diego, California and will connnence 

on &ri( 1990. the exact time of day and location to be 

announced at a later time. The hearing will be conducted by an 

Administrative Law Judge in accordance with the adjudicatory 

provisions of the Administtative Procedure Act, 5 U.S.C. 5 5  554- 



557 (1982). and t h e  Rules af Pract ice  and Procedure of the Office 

of Thr i f t  Supervzaxon. 12 C.F.R. Section 509 flfi SSS. (1983) 9 

C i -%Publ,shad .G 54 Fed. Reg. 49411 (November 30, 1989) ("Rules") .  

Imperzai and i t s  Subeidiariea a re  hereby d i r e c t e d  t o  f i l e  an 

Answer to this Notice wi th in  20 days a f t e r  rece iv ing  service.  

The requlrementa of  t h e  Anewer and the  consequences of f a i l u r e  to 

file an Answer a r e  set form i n  the  Rules. Imperial and i t 8  

Subsidiaries a r e  a l s o  d i reo ted ,  a t  the  same t i m e  such Answer is 

f i l e d ,  to submzt t h e i r  viewe a s  t o  whether the hear ing should be 

public o r  p r i v a t e .  . . 

Michael Pa t r i a r ca  
D l e t r i c t  Di rec to r ,  Eleventh D l s t r i c t  
Odflce of T h r i f t  Supervision 


