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Lawsuits and Tax Liens Could Wipe Out

By EVERETT R, HOLLES

f Wealth of the Former Grocery Clerk
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SAN DIEGO, Nov, 9—A large
part of C. Arnholt Smith’s
multimillion - dollar  fortune,
from which he gave bountifully
to send an obscure young Rich-
ard M. Nixon to Congress and
later to the Presidency, may be
wiped out by the recent col-
lapse of his United States Na-
tional Bank.

Primary responsibility for the
largest bank failure in Ameri-
can_history has been placed
by Federal banking authorities
on the 74-year-old San Diego
financier himself.

When U.S. National was de-
clared insolvent on Oct. 18 by
the Controlller of the Currency,
Mr. Smith was disclosad to
have depleted its cash reserves
by the distribution — often

New York Times

without knowledge of the direc-
tors, bank officials have said —
of at least $398.6-million in
questionalbe loans to promote
deals set up by him and close
associates.

The bank’s “good assets” and
$940-million in deposits were
purchased by Crocker National
Bank of San Francisco, which
refused, however, to assume
any outstanding loans linked to
Mr. Smith, the maze of compa-
nies he controlled or any of
his business partners.

An attorney of Mr. Smith’s
said the personal losses of the
one-time grocery clerk and
members of his family, result-
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in Bank Failure

— U.S. Natidnal Bank of San Diego ——~ Data Automation Co.
(Taken over by Crocker
National Bank)

— Sovereign States Capital Corp.
Privately held investment
company. Stock in Smith’s
daughter-in-law’s name,

80% owned by U.S. Nat'l,

~—— Westgate-California Corporation
80% owned by U.S. Nat'l,

Once owned 22% of

U.S. National Bank,

Does business through
more than 40 subsidiaries,

— U.S. Holding Corp.
100% owned by Smith, his
daughter and former wife.

— §an Diego Padres-Ma]dr league baseball team,

ing from the bank fallure and |

U.S. Holding Corp. owns all
“B” stock, representing
53% of vating stock.

J MAJOR WESTGATE SUBSIDIARIES !

Air Galifornia —Serves 8 cities, 81 per cent owned by Wastgate.
Yellow Cab Companies —1,730 cabs in 13 Calif, cities,

Rirport Limousine & Trucking Services —virtual monopoly in grouns

transportation at major Calif, airports. Accounted for 32 percent of

Westgate's 1972 income,

Westgate California Foods Ing. — Westgate’s leading profit maker.
60.2 per cent revenues, income of $60-million annually, Major tuna
fishing and canning operations. Four subsidiaries deal in farming
amd purchasing fruits and vegetables,

Kernville Brokerage, Inc. —Agricultural and ranch land broker,
Real Estate Subsidiaries —various San Diego Properties.

Golconda Corporation —Owns Hecla Mining,
country’s largest silver producer,

Westgate Plaza Hotel —San Diego—Two years old,
has been losing- money.
Cuyamaca Club—oldest chartered private club in Galif,

California Insurance Co. —$13-million casualty company. Assets
placed in custodial account by State Insurance Commissioner.
Westgate Life Insurance Co. — Carrying $230-million in life,

accidentand health policies. Assets in custodial agcounts,
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tice Department, the Securities count at U.S. National Accord-|with which Mr. Smith is or was
. and Exchange Commission and ing to evidence submitted tofinvolved, already _have been
. its repercussions on his West-|the LR.S. _ : Federal District Judge Leland|classified as “outright losses”
“'gate-California Corporation, as One of the Smith attorneys C. Nielsen by the S.E.C., the/and $98-million more are prob-
s well as other interests, prob-(;i;lﬂ, t}tlg% \ir}:;ts ‘;g very real d-a{lci money was transferred to the iaebslg worthless or near worth-
‘ { e financier wou X o g -

;;)(])ym‘?;ﬁzlnd St 10 8t WRslite dnven into bankruptcy by|United Ca'hfo”.”ﬁ h.Bagk Ihnt % Among these were loans that
. : ) e What he termed “ a conspiracy|{0int account with his daughter, James Mulvaney, who suc-
i . Another of the financier's by vicious and arrogant Wash-|Mrs- Carole Smith Shannon, ~|/2 0> Mr. Smith as the bank’s
(lawyers estimated the Smith/ington bureaucrats to ruin this|, A member of Westgate-Cali- president last December, said
Hlosses at “perhaps $35-million|man” because of his long-time|fOrnia’s _court-approved board | "y o i o CEn P S
+to $38-million” on the basis of friendship and financial support|¢f directors, Mrs. Shannon has forced resignation in May, to

Continued From Page 39

: éovg;ilimintafyu»(iimt/entory bylof Mr. Nixon. ]fngt?qnere’ls ng’;’i’r‘fés;n drg;?gg:f S}‘fé his own enterprises or to asso-
wovernment liquidators. : i : ! y ciates without consulting other
’ Neither estimate includes fur- The specter of of Dauperisim 8

too faces an LR.S. lien, amount-

for the man once acclaimed ag|® pi ..~ |bank officials.

be imposéd on Mr. Smith as a|, L 5ah Diego of the Century,” ::%%ngotgig milion, on 1969 11| " Richarg Woltman, who suc-
‘resul'tpof an Interna] Revenue whose wealth and influence On the 1:110rning of Aug. 3,|58d, the board of directors
'Service action seekin $22.8. made him a dominant figure for the LR.S. filed its $22.8-million|l€arned of and were asked to
;m'illion in 1969 i‘ na% income| Y C&rS in California business and 'eopa.rd. ’ assessment against |2Pprove the high-risk loans
i m.an e ei?altie Heo : political affairs, was scoffed at %Vlr Sm%rth and proceeded to tie|OPLY after they had been made.
ebiminal  Invest pation T der.|2Y Government officials and up the bulk of his known as.| Richard Wltman, who suc-
ey Lefore o 5 ot d|most San Diego businessmen.” | B Y15, 2 afternoon, the S.E.C|ceeded Mr. Smith as the bank’s
;Wéy W © oret 4 hi %eﬁ;? Sgra}gh “There are substantial Smith said, Mrs. Shannon withdrew|chairman, acknowledged that
?:ig»lc}ejntd;re ;Jéeéc thg I{‘?%th holdings in other enterprises as the entire $478 366 in the joint|Mr. Smith on occasion com-
/Amendment, or a spate of| VOl 23 assets that are so well account in three certified|Pelied bank officials to conceal

8 ik 4 concealed in the names of loans made to Westgate-Cali-
;sio_ckholdvelr;s_, hCl?]SS'?C“]?“ 1aw- | ominees they probably never Sﬁ%ﬁgiévér})%ﬁgd?%%ggongz g;i fornia and its subsidiaries in
ZH;S lgefgné%nt € Is the prin-jgi; e brought to light,” an been traced ~“lorder to mislead the corpora-
. Wha with lawsuits and liens, 5.:C: Official said, citing evi- Roughly two-thirds of U.s,|tlon’s auditors and produce

. . 4 : ifti o) : ) " ; E.C d “manu-

!ther heavy penalties that may

‘have reached a staggering near- lion in loans was to persons
'$300-million, Control Surrendered and properties deeply involyed|Stockholders. |
‘. The size of Mr. Smith’s per-| On Oct. 31 Mr. Smith sur-|With Mr. Smith, including Shares Worthless l

sonal fortune, variously esti- rendered control of his $190-|Philip A, Toft, forced to resign| Officials of Crocker National|

mated in the past at any-|million Westgate-California|as Westgate-California presi-Bank and the F.D.I.C. have

where from $30-million to $50-|conglomerate and resigned from|dent at the time of the court-|stated that “no equity capital
million is difficult to deter-|its board to avoid going to trial|ordered removal of Mr. Smith|exists” at U. S. National Bank,,
mine because much of it is inlon S.E.C. civil charges that he|as chairman, as well as Michael|that 2,050,000 outstanding’
the names of other members|engineered “massive frauds”|J. Coen of Kansas City and|shares of stock held by 4,226
of his family or, according tolwith the help of several asso-|Hollis B. Roberts of McFarland,|persons appear to be “a total
‘Government prosecutors, is|ciates and bilked stockholders|Calif. or near total loss” In 1972,
held by “straw men” set up tojof both U.S. National Bank and| Mr. Coen and Mr. Roberts are|the stock’s book value was list-
camouflage important holdings.|Westgate of millions of dollars.|long-time Smith associates and|ed at $29-million. )

-, - Five Government agencies| On May 30, the day before partners in a skein of compli-| Mr. Smith controls 54 per
are engaged in a search here/the S.E.C. filed its fraud suit cated deals with him. “|cent of the bank’s stock, 36
and abroad for the Smith as- seeking a receivership . for| Justin Watson, Deputy Con-|per cent directly and 18 per
sets — the Controller of the Westgate-California, Mr. Smith|troller of the Currency, said|cent through members of his

Currency, the Federal Deposit/was said to have withdrawn|$45.5-million of U. S. National’s|family, including hig wife,|

Insurance Corporation the Jus- $478,366 from his personal ac-|loans, principally to interests|daughter and a brother, J. A.'
= - o Smith. An additional 26 per:
cent is held by a small group
of close Smith associates. !

Mr. Smith last Dec. 5 pur-
chased for $6-million cash the
bank’s entire. issue of subor-
dinated capital notes and 58,-
474 additional shares of com-
mon stock, then at $26 a share
on the over-the-counter mar-
ket, in order to improve the
bank’s cash position. This
raised the Smith family hold-!
ings to more than $37-million,
based on the going price at
that time.

Beyond this probable $37-
million loss, Mr. Smith’s heavy
holdings in Westgate-California
admittedly are in jeopardy. The:
financier is Westgate's largest!
istockholder, with 53.1 per cent
of its voting stock with a book
value of about $8-million. The
holdings are in the name of
U.S. Holding Company, wholly
owned by Mr. Smith, his former;
‘\wife Lois and their daughter,
"IMrs. Shannon,
r| Westgate and its subsidiaries
directly owe U.S. National'
Bank $104.7-million (out of a.
total bank indebtedness of
‘|some  $115-million) or about

three times the corporation’s
capital equity., .
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